ST

060

MICROFICHE CONTROL LABEL

REGISTRANT'S NAME

*CURRENT ADDRESS

PROCESSED
WMAY 18 2008 R

THOMSON

FINANCIAL \’\

*«« FORMER NAME

=«NEW ADDRESS

i e e et et et

._ Aru}: ﬁo. 82~ L{;D(y\\ - FISCAL YEAR | /oakﬂ'a/]

. Camplm Jor initial submissions only *° Please ote nome and address clumgu

JNDICATE FORM TYPE TQ BEJJSED FOR WORKLOAD ENTRY:

12G3-28 (INITIAL FILIKNG) ‘ AR/S (ANNUAL REPORT) | /

12G32BR  (REINSTATEMENT) ‘ \ SUPPL - (OTHER)

DEF 14A (PROXY) ‘ (l

QICF/BY:

DT

P

SR TR TS <

e O



L
1
Lo

5 2005

Rejin : ESBREBERMAERAT
v HERD TSINGTAO BREWERY CO., LTD.

QLY | wpamsamanga



15

27

31

39

41

49

51

219

& Conte

AT A

W
EFRBEE
EFGRES

B

EE RS

15 0 B 3 3 B AT

BEF - EENHL
AR M A

BEHIE

BT 2%

2 7 E R

nis

Company Profile

Financial Highlights

Chairman’s Statement

Report of the Directors

Report of the Supervisors

Corporate Governance

Management Discussion and Analysis

Profiles of Directors, Supervisors
and Senior Management

Significant Events

Financial Report

Company Information







File No. 82 - 4021

TSINGTAO BREWERY COMPANY LIMITED
Index of Documents Delivered to the Securities and Exchange
Commission pursuant to Rule 12g3-2(b) under the

Securities Exchange Act of 1934

April 28, 2006

A. 2005 Annual Report. R T
B. 2006 First Quarterly Report. DRI
[ :i: ,)

LTS

e -

=l >

- *"S"B

i.. i :J




TSINGTAO BREWERY COMAPANY LIMITED FileNo.: 82 -4021

- Document A

B BRY A QLN
BILIAD BREVWERY (G, D
=Stk Cude | URE B




TSINGTAO BREWERY COMAPANY LIMITED =~ . FileNo.: 82 -4021

Document B

T4}
P S
Kxrs
TSINGTAO BREWERY COMPANY LIMITED

(a Sino-foreign joint stock limited company established in the People s Republic of China)
(Stock Code: 168)

2006 FIRST QUARTERLY. REPORT

The quarterly report (unaudited) sets out in this announcement was prepared in accordance with PRC GAAP and the
regulations on the preparation and disclosure of quarterly reports laid down by the China Securities Regulatory
Commission and has been reviewed and approved by the Board of Directors of Tsingtao Brewery Company Limited
(“the Company”). The Board and the Directors warrants that there are no false descriptions or misleading statements in
or material omissions from the information contained in this report, and they severally and jointly accept full
responsibility for the authenticity, accuracy and completeness of its contents. This announcement is made in accordance
with the disclosure requirement under Rule 13.09 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

I. COMPANY INFORMATION

Stock Name : TSINGTAO BREW & B8 iF

Stock Code : 0168 (H Share), 600600 (A Share)

Secretary to the Board :Yuan Lu

Representative for Securities Affairs  : Zhang Rui Xiang

Address : Room 1720, Tsingtao Beer Tower, May Fourth Square, Hongkong Zhong
Road, Qingdao

Telephone 1 86-532-85776071, 85713831

Fax : 86-532-85713240

E-mail : secretary@isingtao.com.cn

I. FINANCIAL INFORMATION
1. Major Accounting Data and Financial Indicators (Unit: RMB)

Increase’

decrease

al the engd of

the reporting

At e periind versus

end of the the endd of the
correspanding  corresponding

At the vnd of 1he peried {n perind inthe

reprrting perivd the prier vear  prior year (%)

Tatnl assets RASSR BT Nk 4480
Shareholders” equity

(excluding minority fnterests)  S0H2.764 180 4,847 420679 1.24

Mer assel per share 182 378 LA

Adjusted net asset per share .79 373 107

increase’

decresse for the
Front the reporting period

heginning of versns the
the year to corresponding
For the the end of the period inthe

reperting period reporting peried  prior year {%)
Net cash flow generated

from operating activities 620,714,000 £20.714,600 62354
Earnings per share QA8T3 3.8573 -1 A3
Return on net assets (%) .50 130 Decrease 039

percentage points
Return on net assers after
adjusting for extracrdinary
profitfloss items (%) L3 1.34 Drcrease .28
percentage points



Extraordinary profit and loss items

Profitflioss arising from the disposal of
long term nvestments, fixed assets,
construction-in-progress, intangible
assets. other long temm assets

Government subsidies in various foerms

QOther non-operating income and
expenditure after provision for
impairment of asset value made
in accardance with he requirements
of the enterprise accounting system
in the erdinary course by the Company

Effect of income wax

Tota

2. Income Statemenc (Uait: RMB)

A the end of the reporiug peried

Amount

Consolidated Parent
For the Far the
corresponting corresponding
For the  perisdinthe Forthe  peried v the
Ttems cureent period privr fear current pevisd prior vy

L Incowme fion principal

npmficns IIOETEOE  TOROEEM  GedTSIAN
es5: cast of sales fo
puu\,xml opreations 1AVLISE168 1020052 S17998.292

Sales tax omef surcharge
Tor principel opeistions 130 380338
I Profit frow prandpal
Gperan s TREL 610 §E
At pecfit [romw ather
GRETaings
Less: selling expenses
‘.dllliﬂﬁh’}?! e sl
Finauce coats
L Qpnating pesdit
Aad: investoeil 2atus

Sulsidiss
N‘\ﬂn"spﬂ'\!in 2 ioimE
Lesz! wan-opeiahng
PRENS 1337880
1V, Tatl prodit 185858
Loy ineoimes 1 RN 3206 600

u" mmnm Wigigsts
A e eag tuzrd veastngnt
logs e 3H14,588

V. Mot pafit WME2I0488 A3RTE ThO 42

:g ’\"s 8' y

48 23755

SIREIAT

A48

8. 590,84
1576045

§5.8%6 411

Hi. TOTAL NUMBER OF SHAREHOLDERS AND TOP TEN HOLDERS OF LISTED SHARES AT THE

END OF THE REPORTING PERIOD

Unit: Share

Total number of shareholders at the end of the reporting period (Number) 49,224
Name of shareholder (Full Name) Number of listed shares Class
held at the end of the period

HKSCC Nominees Limited 294,843,373 H Share
A-B Jade Hong Kong Holding Co., Ltd. 261,643,836 H Share
Law Debenture Trust (Asia) Limited 91,575,342 H Share
HR&E — HSBC — Bill & Melinda Gates Foundation 21,939,578 A Share
Social Security Fund 108 12,320,663 A Share
Shenyin & Wanguo — HSBC — Merrill Lynch 12,207,646 A Share
International

Social Security Fund 102 7,000,000 A Share
Shenyin & Wanguo — TEfE — Deutsche Bank 5,331,150 A Share

Aktiengesellschaft




| Social Security Fund 103 . 5,236,195 A Share

Bank of Communications Schroder Core Equity Fund 4,380,400 A Share

IV. MANAGEMENT DISCUSSION AND ANALYSIS

1. Analysis of the Company’s overall operating activities during the reporting period

During the reporting period, with proactive efforts to accelerate its organizational reform and a main line of Olympic
marketing, and under the guideline of “To improve professional operating capacity with detailed management and
innovative marketing; to expand the value-added room for the value chain with indepth integration and continuous
reforms”, the Company improved its internationalized image from all aspects. Efforts to reposition its product brand
and restructure its product mix reaped fruitful results with operating cash flow recording strong growth, and the
Company successfully achieved continued growth in output and sales of beer as well as revenue and profit from’
principal operating activities, laying a solid foundation for the realization of the yearly objectives. The Company sold
8.69 million hl of beer during the first quarter, representing year-on-ycar growth of 15%, with sales of the principal
brand growing 19% to account for 3.15 million hl. Revenue and net profit from principal operating activities amounted
to RMB2,390.63 million and RMB74.91 million, respectively, representing respective year-on-year growth of 18% and
8.7%. ‘

In anticipation of the upcoming peak season in a market hotly contested for by domestic and foreign beer makers alike,
the Company will reinforce its marketing and branding efforts, continue to adjust and improve its product mix and
brand mix, persist to intensify the Company’s reform of management organization, with a view to maintaining and
upgrading its competitive strengths and profitability.

" 2. Major businesses or products accounting for more than 10% of the total income or profit from principal
operations (Unit: RMB’0600) ‘

Income from principal | Cost of sales of Gross margin
operations ' principal operations (%)

By business

Beer 239,063 141,216 [ 31.69

By product

Beer 239,063 ' 141,216 31.69

Including: related party transactions 6,013 3,229

Pricing principle of related party transaction In accordance with market price

3. Seasonal or cyclical characteristics of the Company’s operations
Beer sales are characterised by distinctive peak seasons and low seasons. The first and fourth quarters during the year
are generally low seasons for beer sales.

4. Significant events and analysis of its impact and solution

On 17 March 2006, Tsingtao Brewery Hans (Baoji) Company Limited (“Hans Baoji™), the controlling subsidiary of the
Company, signed the Assets Sales Agreement with Baoji Brewery Co., Ltd. (**Baoji Brewery”), pursuant to which Hans
Baoji purchased the brewing-related assets including premises, land, and machinery and equipment from the East Plant
of Baoji Brewery for RMB123.32 million in cash. After such purchase, the Company’s production capacity in the
North-west region would be increased by 2 million hl per year after necessary adjustments, which will help to solidify
1ts position in that market. Please refer to the announcements published in Wen Wei Po and The Standard in Hong
Kong on 13 April 2006 for details of the above transaction.

Board of Directors
Tsingtao Brewery Company Limited
27 April 2006

Directors of the Company as of the date hereof :

Executive Directors: Mr. LI Gui Rong, Mr. JIN Zhi Guo, Mr. SUN Ming Bo, Mr. LIU Ying Di, and Mr. SUN Yu Guo;
Non-executive Directors: Mr. Stephen J. BURROWS, and Mr. Mark F. SCHUMM;

Independent Directors: Mr. CHU Zhen Gang, Mr. FU Yang, Ms. LI Yan, and Mr. POON Chiu Kwok.
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Tsingtao Brewery Company Limited, the earliest brewery in
China, can trace its root back to 1903 when its predecessor,
Tsingtao Brewery Factory, was established. The Company was
registered on 16 June 1993, and then issued H-Shares in Hong
Kong which were listed on The Stock Exchange of Hong
Kong Limited on 15 July 1993. It was the first enterprise in
Mainland China listed on an overseas stock exchange. In July
1993, the Company issued A-Shares in PRC, which were listed
on the Shanghai Stock Exchange on 27 August 1993.

The business scope of the Company is the brewing and sales
of beer, and other related businesses. The Company, the largest
domestic brewery in terms of production scale and market
share. currently owns 50 breweries and 3 malting mills in 18
provinces and cities all over China. Its product Tsingtao Beer
has become one of the most well-known Chinese brands in
the international market and has been distributed to more
than 50 countries and regions throughout the world.

The Company was successfully chosen as sponsor of Beijing
2008 Olympic Games.

TSINGTAO BREWERY CO., LTD. [




— BEBTEHRERERR 1. Prepared in accordance with HKFRS
(Bfr : AR#TFoT) (UNIT: RMB’000)
BREFTZA=+—HILEE For the year ended 31 December
#E
Group
2005 2004 2003 2002 2001
BEH Turnover 10,019,857 8,620,687 7,507,959 6,936,734 5,276,725
B i AR Profit before taxation 531,662 490,465 417,364 368,608 163,000
BE Taxation (188,356) (186,391) (134,988) (109,317) (62,293)
A E IR A Minority interests (36,717 (18.911) (37,331) (37,317 (17,765)
fi TR BEAG Profit attributable to 306,589 285,163 245,045 221,974 82,942
7 F) shareholders
mE R Total assets 9,575,458 9,820,533 8,923,569 8.892,456 8,223.093
BAEE Total liabilities (4,042,382)  (4,522,072)  (3.,929,278)  (5.038,466)  (4,528.,405)
A B B BB 2% Minority interests (576,686) (544,333) (579,465) (669,784) (622,783)
M EAERE Shareholders” equity 4,956,390 4,754,128 4,414 826 3,184,206 3,071,905
£
Group

2005 2004 2003
LERAEMN L) Earnings per share(RMB) 0.248 0.269 0.238
QEEEWEE Return on net assets 6.31% 6.00% 5.55%
JEREEE GL Net assets employed per share(RMB) 3.79 4.49 4.16
41 BB 2 L ) Shareholders’ equity ratio 51.76% 48.41% 49.47%

L ] FERERGERLS TSINGTAO BREWERY CO., LTD.




Financiel Highlights (Continued)

— s T ) . .

TP B R e R AR R 2. Prepared in accordance with PRC GAAP

I AR _EZTHAEMBEEN 1. 2005 financial information of the Group

(Hfr - ARETFT) (UNIT : RMB’000)

REEX Profit before tax 528,328

F 5 Net profit 303,958

il AR R e R YRR Net profit after adjusting the extraordinary items 246,894

FEEHNY Gross profit 3,041,138

HoAb 7% 7 Profit from other operations 39,739

B HERH Operating profit 632,869

wEEE Investment loss (39,030)

B Subsidy income 74,859

BEMMELEH Net non-operating expenses (140,370)

BETHELNELSREFH Net cash flows from operating activities 1,180,576

BERBESHEDEBEHALH Net decrease in cash and cash equipments (70,558)

A JERUROHEIHBEE B - Note: Extraordinary items include:

I EERYRER/REMEEEE I. Gains on disposal of long-term 13,345
B AR R equity investments and fixed assets

2. BRTHEEN 2. Subsidy income 74,859

3. BBEIIUA(FEEESR 3. Non-operating income (excluding gain on 6,414
B % % A W gs) disposal of fixed assets)

4. BENZH (FBEER 4. Non-operating expense (excluding loss on (9.861)
HEHEREEG R disposal of fixed assets and tmpairment
[ & & i E R ) provision of fixed assets)

5. UETFEHERMRA A 5. Reversal of impairment/provision of prior years 778
AR E

6. EBEHBELMFEBZEY 6. Tax effect on extraordinary gain and losses (28,471)

G Total 57,064

2. KREMAFTHBREMARAT LW UK R 2. The financial statements of the Group are prepared
& E‘JI‘EI AR R é% B % %:LE Al 4R under Hong Kong Financial Reporting Standards
s 3 e ) S A 2 g 9 g o KRS for diselos ol Sha
B 5 e B 1R A R - ( or disclosure purposes of its ares

listed on The Stock Exchange of Hong Kong Limited.
These standards are different from the statutory financial
statements of the Group prepared under generally
accepted accounting principles in China (“PRC

GAAP”).

HEWERMGARAE TSINGTAO BREWERY CO., LTD. [ ]
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Financial Highlights (Continued)
(Bfr: AR®TT) (UNIT: RMB’000)
HKFRS
PRC GAAP FHEME
HH Items B P& at e B4
TR R R AL BA Net profit/Profit attributable to shareholders 303,958 306,589
ZEFEW Explanation of differences 20054F 20044F
1% o B g S e R A E AR Net profit under PRC GAAP 303,958 279,724
HEEMBEREER HKFRS adjustments:
B ety R % -
WEBMERSENE Additional depreciation charges for (11,480) (11,480)
ZROEREeEENE fixed assets under HKFRS
Hix PR EARE Adjustment on amortisation of 15,140 (6,833)
EREHMHE investment differences under PRC GAAP
VRTARIBEHRAMEBRK Forfeited payable balances of subsidiaries 8,248 4,331
PEEgENEEE Deferred tax arising from depreciation of 557 (3,646)
ZERALIE fixed assets
EEA G EE B R AT Difference in accounting for interest of 9,764 23,102
EBEL L -3 convertible bonds
HAAEEBREMESM TR Recognition of derivative financial (10,802) —
instruments at fair value
HHEWENER Additional goodwill impairment {9,121) —
H i Others 325 (35)
HHEEMEREENFE Profit attributable to shareholders under
Z R A B A HKFRS 306,589 285,163
3. FEFHUBRMELD 3. Principal financial data and financial indicators
(B : AR#FIL) (UNIT: RMB’000)
¥H 2005 2004 2003
EX-F5: 39N Turnover 10,019,857 8,620,688 7,507,959
b=y R Net Profit 303,958 279,724 253.872
nEE Total assets 9,589,117 9,878.005 9,002,203
BRER (A& LB RER) Total shareholders’ equity
(excluding minority interests) 4,941,430 3,586,682 3,513,902
3, 3 € Earnings per share 0.2323 0.2639 0.2395
BRGHEE Net assets per share 3.78 3.38 332
MBLENERFERE Net assets per share after adjustments 3.75 3.29 3.24
BRESFHELNHLKETFH Net cash flow from operating 0.90 1.22 1.07
activities per share
FEERRR Return on net assets 6.15% 7.80% 7.22%
TRFEREEESEFEERSER Return on net assets after adjusting
extraordinary items 5.00% 7.49% 6.29%

] EERMERMEMANA

TSINGTAO BREWERY CO., LTD.
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Financial Highlights (Continued)

4. REHA RSB N

(Hfr - AR¥TT)

4.

Change in shareholders’ equity in the reporting period

(UNIT: RMB’000)

Opening Closing
balance Additions Reduction balance
HH Items %0 & 7% 59 3 T A o A i
[N Share capital 1,060,000 248.219 — 1,308,219
B A AR Capital reserve 1,803,507 998,580 — 2,802,087
BEEAFS Statutory surplus reserve 276,289 52,858 — 329,147
EENES Statutory public 222,494 47,430 — 269,924
welfare fund
53 B2 Unappropriated profits 223,866 303,958 (296,521) 231,303
AERRITEER Cumulative translation 527 223 — 750
adjustments
MR REH Total shareholders’
equity 3,586,683 1,651,268 (296,521) 4,941,430
B HFEHE - Reasons for the changes:

(1) EAARE : w8 £ 05 8RB B A A it 1
Be P I8 2 7] R 8 S BE A A%

(2) BEAMEREEAISEE : KERMNEER
BAMEREEAEE

(3) RAEFM « ARk A E T HMAFRH
o RERWMABARERRBS AR ER
F s

(4) S MFENALE : MEARSEHRENE
EH -

HEEERSTRAF

(1

2)

3)

€3]

TSINGTAO BREWERY CO., LTD.

Capital reserve: Increase due to share premium arising
from the conversion of convertible bonds and forfeiture

of payable balances of subsidiaries;

Statutory surplus reserve and public welfare fund:
Current year’s appropriations to statutory surplus reserve

and public welfare fund;

Unappropriated profits: Addition in current year is the
net profit for the year: Reduction in current year is due
to appropriations to reserves and distribution of
dividend;

Cumulative translation adjustment: Translation
differences arising from the translation of financial
statements of subsidiaries denominated in foreign

currencies.
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Mr. LI Gui Rong

Dear shareholders,

I have pleasure in presenting the Business Report and audited
Financial Statements of Tsingtao Brewery Company Limited
for the fiscal year ended on 31 December 2005 for your kind
review.

Analysis of Domestic Beer Market

China’s beer output in 2005 realized a yearly growth of 5.2%
to 306.2 million hl, the first time to break through 300 million
hl, while its output has been the largest in the world for 4
vears in a row, although the growth rate was lower than that
in 2004. Meanwhile, the trend of a new round of integration
occurred in the brewery industry, which focused on mergers
and acquisitions (M&A) among the domestic and overseas

large enterprises, and adjustment of the national network of

the large enterprises. With their continuous growth of market
share through integration, the current market share of the
national top 10 brewers has accounted for 61% of the national
market, 6% higher than that in 2004. With the development
of China’s economy and improvements of consumption level,
the future of the brewery industry is still bright and promising.

Steady Growth of Operational Results

In 2005, as the largest brewery with highest market share in
the domestic brewery industry, Tsingtao Brewery obtained
stcady growth in operational results. and kept its leading
position in the industry in terms of domestic beer output,

TSINGTAO BREWERY CO., LTD. {
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sales revenue, profit, foreign exchanges generated from exports
and etc. through focusing on its internal organizational reform,
innovative marketing, detailed management to overcome the
influence of the negative factors such as the rising prices of
energy, transportation and raw materials.

The Company’s full-year sales volume increased 10% to 40.8
million hl. Calculated in accordance with the HKFRS, its
turnover increased 16% to RMB10,020,000,000; profit
distributable to shareholders increased 7.5% to
RMB310,000,000. The brand value of Tsingtao Beer, which
had reached RMB19,991,000,000, was still the No. | in the
domestic brewery industry.

New Board of Directors, Gradually
Improving Corporate Governance

In June 2005, the Company successfully held election for the
new Board of Directors. The elites and experts in the fields
of brewery, law, finance and accounting from USA, Hong
Kong and Mainland China joined the new Board of Directors,
and brought their respective valuable experience and
knowledge. The Board of Directors set “Business Promotion
Scheme for New Board of Directors”, and organized a new
management team with both expertise and working spirit,
which would surely lead to continuous progress in the future
competition.

Olympic Games Sponsor, Widely
Spreading Passion Culture

In the last year, with its good fame both in the domestic and
overseas markets, the Company was successfully chosen as
sponsor of Beijing 2008 Olympic Games, and then
immediately carried out a series of Olympic marketing and
promoting work. In the same time, the Company launched its
new brand vision “Passion, Dreams & Success” for Tsingtao
Beer, and widely spread and promoted it through sponsoring
the Games and a large TV program named Dreams in China,
which further promoted the brand fame and reputation of
Tsingtao Beer, and maintained its position as The Most
Favorite Chinese Beer Brand of Home and Overseas

Consumers.

TSINGTAO BREWERY CO., LTD.
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Chairman’s Statement (Continued)
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Organizational Reform, Steadily
Promoting Strategic Transformation

Under the orientation of market, the Company had carried
out a reform on relations among property ownership and that
among management in 2005. This organizational reform was
the one in the value chain through the transformation of its 9
business offices, while its mission was to fulfill the strategies
and support the market, and its background was to realize its
three strategic transformations. The reform would play a far-
reaching and positive influence to the Company’s future
development through preliminarily realizing the strategic
transformation from a production-orientated organization to a
market-orientated one, starting the in-depth system integration
towards the value chain, promoting the optimization and
adjustment of the layout of the Company’s regional markets.

Brands Integration, Further Optimizing
Resource Allocation

The Company reinforced the integration of brands and product
structure in 2005 under the goal of improving profitability. It
received remarkable achievements in the brand integration
through positive marketing activities, in which the sales
volume of Tsingtao Beer. the principal brand, increased nearly
14% to 13.3 million hl, while the sales volumes of its top 6

OB EOE R R A
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brands including Tsingtao Beer, Hans, Laoshan and Shanshui
has accounted for 66% of the Company’s total sales volume,
increasing 7 percentages. From the aspect of adjustment of
product structure, the Company promoted its high-end
products with greater efforts which resulted in the growth of
over 40% of the sales volume of draft beer, which was helpful
in the growth of the Company’s profits in whole.

Active Exploration, Gradually
Developing Overseas Markets

Other than strengthening the brand promotion and construction
of market network, the Company also considered to establish
plants or apply OEM in the regions where market needs were
very high. In Taiwan, the project of 50,000 tons, the initial
phase ot the 100, 000 tons Taiwan Tsingtao Brewery Company
Limited established with the local distributor, was formally
put into production in May 2005. Besides, the Company
actively developed South-east Asia market, which helped to
realize a significant growth of sales volume there in last year.
At present, the Company is considering the feasibility of
applying OEM and establishing plants in South-east Asia.

Outlook for 2006

Look at 2006, with its main line of Olympic marketing, and
under the guideline of “To improve professional operating
capacity with detailed management and innovative marketing;
to expand the value-added room for the value chain with in-
depth integration and continuous reforms”, the Company

TSINGTAO BREWERY CO., LTD.
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T BB B A

HHR
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REARLNE F5
ZERXNFWAZH

would improve its internationalized image from all aspects,
position its brands on the further detailed basis, strengthen
the construction of brands, base markets and sales network,
and meanwhile, promote the Company’s system integration,
and gradually improve the managing and technical level
through the Communications on Best Practice with Anheuser-
Busch Companies, Inc. (“A-B™).

In 2006, the Company would strive to realize 44 million hl of
its output, in which 15 million hl for its principal brand,
despite of the great pressure due to the competition from the
market. The Board of Directors deems this goal positive and
aggressive, and the senior management of the Company would
strive to overcome the obstacles to realize its set targets.

Last but not least, I would like to express my sincere gratitude
to our investors, our business partners, our dedicative and
aggressive management and staffs for your great supports in
the last year!

Chairman

LI Gui Rong

Qingdao, The People’s Republic of China
3 April 2006

WaEWEKAERAA

TSINGTAO BREWERY CO..LTD. |
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RATMEBEH HLERHERRE - HEAF X
BEAREERAFREAE HERENES -

A4y A A v I A A A PR A E 6 T

A4 B0 SRR B R AP 50 A ol AR R N T

Mr. JIN Zhi Guo

[.  Operations of the Company

The Company is mainly engaged in the production and sales
of beer, while its subsidiaries and associated companies are
mainly engaged in the production, sales and domestic trade
of beer.

The Company is the largest beer producer and distributor in
China.

Nearly all turnover and profit of the Group are generated
from the production and sales of beer.

1. AFAEBRBWASIBER BN (B Ee 1. The Company’s Revenues from Principal Business

i W w5 by Geographical Markets (calculated in accordance
with PRC GAAP)

By AR¥TFX Unit: RMB'000

EBBBBA FEXHNN

Revenues from Profits from

& Region Principal Business Principal Business

H Qingdao 3,403,512 1,351,273

Ho At 1L A Shandong Province (excluding Qingdao) 1,386,302 192,039

AL & North China 2,485,144 475,566

# R South China 3,248,677 913,218

o O8E Exports 266,751 109,042

NE Sub-total 10,790,387 3,041,138

7 &P HE 9H Intra-group set-offs (770,530) —

EEi Total 10,019,857 3,041,138

T R 2

TSINGTAQ BREWERY CO., LTD. [
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2. FEHERFAGMEBEBNAERES GGHPEG 2. Operations and Results of Main Controlling

Eig XU -] Subsidiaries (calculated in accordance with PRC
GAAP)
BHBEABTH=ZHTF4G9HE Information of Top 3 Subsidiaries with Largest Profit
By ARWTI (5835 Unit: RMB'000 (unless otherwise stated)
M E A
FAFALB EHHH Registered BAEEK TRy
Name of Subsidiary Business Nature Capital Assets Scale Net Profit
O R R B g MR A R 222,200 864,078 71,082
HREEAA K&
Tsingtao Brewery (Xi'an) Domestic Beer
Company Limited Production and sales
EINF BHEEHH B Py A (USD) 619,412 63,436
FHRAHA K& 30,000,000
Shenzhen Tsingtao Beer Domestic Beer
Asahi Company Limited Production and sales
H 5l (%S 7y T A 60,000 342,369 54,738
FMRAT &
_Tsingtao Brewery (Zhuhai) Domestic Beer
Company Limited Production and sales
3.0 BEYRNFEEAEBRESHNR 3. Main Suppliers and Clients
() ARAFREIEZMEESHNEHSH (1)  The total amount of the Company’s purchasing
AR ERBREMNI% - from its top 5 suppliers is accounted for 8.3% of

its full-year purchasing amount.

(2) ARFHWAAFFHEHSHIEAR (2) The total amount of the Company’s sales to its
P 9.33% © top S clients is accounted for 9.33% of its sales

amount in aggregate

BEMA - AAVEEE - EFRABREA In the report period, there were no Directors,
oA (T FE A A T AR B 7 5 % 22 T R 40 Supervisors and their associates, or any shareholders
B Bt v R B AT TR RS o whose share capital of the Company exceeding 5%, ever

possessing any interests in the aforesaid suppliers and
distributors.

b II. Profit Distribution

EHEORRRRE_RRAFT_AZ+—H LR The Board of Directors proposed a final dividend of RMBO.16
BEERBERIBRAERARY167C - HERSEHR per share for the year ended on 31 December 2005, and carried
HEHT—EE - PRABEARARELAF BE forward the remaining distributable profits to the next year.
AEERREGHERMGE - The aforesaid proposed dividend is subject to the approval by

the 2005 Annual General Meeting (“AGM”) of the Company.

]l HFEMEBRGAEAMRLIT TSINGTAO BREWERY CO., LTD.
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= B S B R B AR L

1. B AKAFSHABLA 7 E M R MBI E %
) —EBHAFENAT—HARFMA-BAT
% B 7 2 7 A-B Jade Hong Kong Holding Co.,
Lid. ([ AB&E # ]) #1% 5t A Law Debenture
Trust (Asia) Limited % 17 & 51 248,219,178 B i
HEE By » 2 &) 48 B 40 48 0 % 1,308,219,178
& o E > AN FE AR CRE I E R A
BARIBATH W EREHF T 2 A A LT
B HAR B A -

it 2 S o 20 P A A0 A
o BIEHENK > MR T

I1L.

Changes of Share Capital and
Information of Shareholders

Under the Strategic Investment Agreement entered into
between the Company and A-B, the Company issued
totally 248, 219,178 new H-shares to A-B Jade Hong
Kong Holding Co.. Ltd. (“A-B Hong Kong™), the
controlling subsidiary of A-B, and the trustee Law
Debenture Trust (Asia) Limited on 11 April 2005. As a
result, the Company’s total shares had reached
1,308,219,178. By so far, all convertible bonds issued
by the Company to A-B under the Strategic Investment
Agreement have been converted into H-shares of the
Company.

Besides that, there was no other such changes of share
capital occurred in the report period. The structure of
share capital by the end of the report period is as

follows:
oo R Unit: share
BEMW LR 4] BqEME
Beginning (+, -) End of the
of the Changes Report
Report Period (+, -) Period
—. RIEWHEBRMG I. Unlisted Shares
- E N RS Promoter shares
K- Including:
B R AR Shares Owned by the State 399,820,000 — 399,820,000
BRNEANFER RS Shares Owned by Domestic
Legal Persons 53,330,000 — 53,330,000
v B T L R Total of Unlisted Shares 453,150,000 —  453,150.000
Z. BLWmmERe II.  Listed Shares
ARBEER (AR RMB-denominated
. Ordinary Shares
N (A-Share) 200,000,000 — 200,000.000
B Ah b A E B (HE) Overseas Listed Shares .
(H-Share) 406,850,000 248,219,178 655,049,178
Se— '
[l R Total of Listed Shares 606,850,000 248,219,178 855,069,178
= BRHEE 1II.  Total Shares 1,060,000,000 248,219,178 1,308.,219,178

A B DL AR T B R R AR W R AT H
A% AREHENBNAMERESR
B KAFMARHTRET N ECBRRE
ARG ARATFES L WA HER -

The Company acknowledged that, based on the open
information may be got to known by the Company on
the latest actually available date before publishing the
2005 Annual Results, and was understood by its
Directors as well, the number of its shares held by the
public had been satisfied with the requirements in the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

WO E RS E R AT TSINGTAO BREWERY CO.,LTD. |




# (78)

Report of the Directors (Continued)
2. B WA 2. Shareholders
() BWEBRLEREAEAES50,852F » H (1)  The total number of shareholders of the Company
B AR IR 50,3605 > HAE R B 488 had reached 50,852, in which 50,360 were
F oo shareholders of listed A-shares, and 488 of H-
shares as at the end of the report period.
(2)  FREWARA AT B B R AE R (2)  The shareholdings of top 10 shareholders of the

Company as at the end of the report period

By g Unit: Share
B
BRAR Increase/Decrease FREY Rl BEEN
Shareholder’s Name within the year Shares Held Percentage  Class of Share
(%)
FETARBGEEEE
BEEHEZEY 0 399,820,000 306 BEAR
State-owned Assets Supervision and State-owned
Administration Commission of the Share
People’s Government of Qingdao
FRITREHE RBNARLF 246,993 294,713,373 225 HE
HKSCC Nominees Limited H-share
A-B Jade Hong Kong Holding Co, Ltd. 156,643,836 261,643,836 20.0 HE
H-share
Law Debenture Trust (Asia) Limited 91,575,342 91,575,342 7.0 HB
- H-share
HERTEEEAALF 29,250,000 22 BHEEAR
China Orient Asset Management Corporation State-owned
Legal Person
Share
THREZRTEET 1T 19,080,000 15 HEAEEAR
China Construction Bank, Qingdao Branch State-owned
Legal Person
Share
2RMRELE-FANLE 9,128,578 0.7 ARFER
National Social Security Fund 108 Listed A-share
RAEHEFREES 8,953,602 0.7 ABRFRER
Tianyuan Securities Investment Fund Listed A-share
REMBEERRE RS RELES 8,912,255 0.7 ABRFEK
Bank Of Communications Schroder Listed A-share
Core Equity Fund
ZEARELE-F_HAS 6,990,197 0.5 ARFEER

National Social Security Fund 102

AAF U MBS R METE
15 BB B R R — BT A -

] O H LR S MRAR

Listed A-share

The Company is unaware if there are any
associations among the top 10 shareholders or
they are of the parties acting in concert.

TSINGTAO BREWERY CO., LTD.
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(3)

e & R A TR 1048 BRI R 3)
1§ L
B 4

Name of Shareholder

The shareholdings of top 10 shareholders of listed
shares of the Company as at the end of the report
period

BHAEBREE RS
Listed Shares Held Class of Share

BHPRETZRBNDARAH
HKSCC Nominees Limited

A-B Jade Hong Kong Holding Co., Ltd.

Law Debenture Trust (Asia) Limited

2EHRES-FNAS
National Social Security Fund 108

RuE#RESL

Tianyuan Securities Investment Fund

Bank of Communications Schroder Core Equity Fund

TEMREE-FZAA
National Social Security Fund 102

B4R 3 B - W -Merrill Lynch International
Shenyin & Wanguo-HSBC-Merrill Lynch International

MEEETERETEFRERS

Boshi Theme Industry Stocks & Securities Investment Fund

ST EFRMEEERERES

E Fund Stable Growth Securities Investment Fund

ABAFIBBAZEHRGNHIBAFA-
BE# ¥ 261,643,836 HE R - %
HAKBRERRRLHHF1.575,342
BHB G - WHEEFSETERERWHEE
e AT G S ALy Y R - T R R
RSB  BFEKRE - FIZS
TRE B LA HIEA-BA R FERIRA o

B b AAh » A2 B S A 0 B T+ % i
i R B = TR R A A A At B T B R —
HITBA -

TERERHEERAF TSINGTAO BREWERY CO., LTD. [

294,713,373 HRE
H-share

261,643,836 HMiE
H-share

91,575,342 HHE

H-share
9,128,578 Al
A-share
8,953,602 AR
A-share
8,912,255 Al
A-share
6,990,197 Al
A-share
5,900,116 AR
A-share
5,897,016 ARt
A-share
5,199,062 Al
A-share

A-B holds 261, 643,836 H-shares through its
fully-owned subsidiary A-B Hong Kong. The
Trustee is arranged by the entrusted voting to
hold 91,575,342 H-shares, and undertakes such
voting right under the written instruction of the
State-owned Assets Supervision and
Administration Commission of Qingdao, while the
financial interests including the dividends, profit
distribution and payments delivery of these shares
are processed under instructions of A-B.

Furthermore, the Company is unaware if there
are any other associations among these top 10
shareholders of listed shares or they are of the
parties acting in concert.
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(4) HBRETERHE (4)  Principal Shareholders of H-share
BEZEERE+_HA=+—H1ik - & Save as disclosed below, the Directors of the
THALS > RAFTHWEENFHNEE Company are not aware of any persons (other
AARAFMES - BE - BEITHRA than a Director or Supervisor or Chief Executive
B M A BB ARSI AL » RS of the Company or his/her respective associate(s))
B AR KA R A RS Bk who, as of 31 December 2005, had an interest or
B MRS EREREGE short position in the shares or underlying shares
% R 8 ) 55 330 1T M 17 i B R of the Company which was recorded in the
¥ 4> 30 register to be kept under Section 336 of the SFO:

HE HEH
B £/ H & BERA £%H
BREuA iwH B =
Number Asa Asa
of shares/  percentage percentage
£ ®HE B By B FRS R i underlying of the entire of all issued
Name Nature  Class of Shares Capacity Note shares issued capital  H-Shares
ERTHEZ wH AR ¥:X 20 ! 399,820,000 AR 30.6% THEM
State-owned Assets  Long Position A-Share Beneficial ! 399,820,000 N/A
Supervision and A-Shares
Administration  # & g 3R 12 353,219,178 Hi 27.00% 53.92%
Commission of Long Position H-Share section 317 1,2 353.219,178
Qingdao agreement H-Shares
(“SASACQ")
Z@G-aHAT  FA R BEER 1.2 353219178 HE 27.00%  53.92%
FHERHEA
Anheuser-Busch Long Position H-Share Corporate/ 1,2 353,219,178
Companies, Inc. Beneficiary H-Shares
of a trust
wa AR B3I ! 399,820,000 AR 30.6% AR
Long Position A-Share section 317 / 399,820,000 N/A
agreement A-Shares
The Capital Group H 8 Hi HhERH 3 44,038,000 H% 3.31% 6.72%
Companies, Inc.  Long Position H-Share Investment 3 44,038.000
Manager H-Shares
R Nores:
(0 HEWHEBEZRHAMARBRSG A ddk (1) The A-Shares held by SASACQ is only composed

LiREMBETRAR - FETHE
ZHRABAWMMN _ER_HE+HA
—HETHREG® > HRGESR
HEBRADETENTRIENBE -
BBHRAWS » B37THRERMNAE
B E—T > AR AR EM
Hotl—Jr 2 F W ok 2 SR RO E TR
b s -

] HHEVFERHHARLA

B -

of unlisted state-owned shares. An undertaking
agreement between SASACQ and A-B dated 21
October 2002 constjtutes a section 317 agreement
under the SFO. In the case of an agreement to
which section 317 applies, each party to the
agreement is taken (for the purposes of the duty
of disclosure) to be interested in any shares
comprised in the relevant share capital in which
any other party to the agreement is interested
apart from the agreement.

TSINGTAO BREWERY CO., LTD.
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2 WHBBHABATERHERM
353219178 HIR £ HI B R K 2 %
MBS AR # 8 o H 91,575,342 HIk
HERAREBREETRRZIEA -

(3) # W %H W The Capital Group
Companies, Inc, 2% # # #744,038,000
BHERUBALBENIHERL S
BHEANAER/E -

(4) AREFEBREHOEBFEE PR
WA HFE XS N HE W
(www.hkex.com.hk)H B [ BRE2R |y
A -

3. BREmE

A4y 7 B R Bl b R R B e R R
MBE > AL F LHERZLARRA
ISR T A

BEAFR_ERZREANAZTZHBBE
FNEERKEY BREELELEEFY
BB BHESEAE - &FEEL - BY A
B RkE  BEBREE  MAER
(Stephen J. Burrows) & & -+ B 2® (Mark F.
Schumm) 64 ~ REIREI A4 ~ fFiFEkE - &
WMt  BREeE s REEAEAEESR
A BEELS  BFHEEEL - EUWL
A BRESE - MBIk B TH
A - B AE - EIg R ERA
BIRERNEHES - AlgEL4E - Sl
Fe k- AR LB E MBS EE
%o RIEERE - FHE (David Renaud) %
HEMERBEARESR -

T8 W e R A

IV.

(2) The 353,219,178 H-Shares which were deemed
to be interested by A-B were held by its fully-
owned subsidiaries. Of which, 91,575,342 H-
Shares were alloted and issued to a voting trustee
pursuant to the Voting Trust Agreement.

(€))] The 44,038,000 H-Shares which were deemed to
be interested by The Capital Group Companies,
Inc. were held by its fully-owned company in
the capacity of investment manger.

(4)  For the latest disclosure of interests filings for
the Company’s substantial shareholders, please
refer to the “Disclosure of Interests” section on
the web-site of The Stock Exchange of Hong
Kong Limited at www.hkex.com.hk.

Pre-emptive Right

There are no stipulations on pre-emptive right in the
Articles of Association of the Company or any PRC
Laws, therefore, the Company must at first issue new
shares to its existing shareholders according to the
percentage.

Directors, Supervisors, Senior
Management and Staffs

Election for New Board of Directors and Board of
Supervisors

At the 2004 AGM held on 23 June 2003, the Company
elected Mr. LI Gui Rong, Mr. JIN Zhi Guo, Mr. SUN
Ming Bo, Mr. LIU Ying Di, Mr. SUN Yu Guo, Mr.
Stephen J. BURROWS, Mr. Mark F. SCHUMM, Mr.
CHU Zhen Gang, Mr. FU Yang, Ms. LI Yan, and Mr.
POON Chiu Kwok member of the 5th Board of
Directors; elected: Mr. SUN Jia Yao, Mr. LIU Qing
Yuan, Mr. ZHONG Ming Shan, Mr. CHEN Jun and Ms.
Frances ZHENG member of the Sth Board of
Supervisors. Besides, Mr. YU Jia Ping, Mr. HUANG
Zu Jiang and Mr. REN Zeng Gui were elected
Supervisor as staff representative. Mr. WU Hai Hua,
Mr. TAN Li Ning and Ms. PAN Gui Rong got retired
for having fulfilled their service terms as Director, while
Mr. WU Yu Ting and Mr. David RENAUD got retired
as Supervisor for the same reason.

TSINGTAO BREWERY CO., LTD.
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MH> RARBELEERGE R HER
FHREEAAFNESR > «TBEE - A
HREEBAFRNESR AFRLEES
R AGRREFHEEELATNESS
ER oM HEGBAEESERELE R A
B MIBARES > BERWRKEEAL
FEGRIAR - SELER AT HETRBEM -
5 B 5 A s R SRR A S ET 5 IE R
Tk REBEBEE - BRHELEE ZEX
T RELRESAFRER s BERBRL
THAFEEGHE

LitEd BEEERAHAERABNEHBA
ZEFRAFAAZLTZHEBEZEZNEAN
HZ+=ZH1k -

- EFARATHEARRBREY

AARES EBEF HEATBAERAALA
ARHRRENNEESS  BRE_FSFH
E+ZA=Z+—Hi1k c GMEEABERL
ABRA1,561 8 » BIRFRAERFARLR R MG
5,0008% - AL EFH KA & R4 8,000
B o B AN T R.882 > R
BT A A R B 1,0008% » W R # A
B RN R BA2,0000 - Lt A B RS H B
B BARTER - B LA BRHERI - &
AFMER EFRSHAETHABRERLEAR
25 ) BCEC M B vk ) (R 2 R GRE R RO B AR DD
SEXVES BT 35 B A Bk ) &Ry - A BE
RiEHBPREEMERRES M SH
RERB IR GB 5 R & B0 83520k
AT AR R B A R E A
HFRETHHEXHMEETR) (S
A CBMARARARBFER S -

AAFMEESRERREFOBEBHSEFH
A HE WA S B (www.hkex.com.hk) B
BT B2 | o -

] R R R A

On the same day, it elected Mr. LI Gui Rong Chairman
of the Board of Directors, and Mr. JIN Zhi Guo and
Mr. Stephen J. BURROWS Vice Chairman at the first
meeting of the 5th Board of Directors; elected Mr. SUN
Jia Yao Chairman of the Board of Supervisors at the
first meeting of the 5th Board of Supervisors.
Meanwhile, the Board of Directors appointed Mr. JIN
Zhi Guo President of the Company, and under Mr. JIN’s
nomination. the Company appointed Mr. SUN Ming Bo
Executive Vice President, Mr. FAN Wei Chief Brewer,
Mr. SUN Yu Guo Vice President & Chief Accountant;
appointed Ms. YAN Xu, Mr. ZHANG Xue Ju, Mr. CAO
Xiang Dong, Ms. JIANG Hong and Mr. ZHANG An
Wen Vice President; appointed Ms. YUAN Lu Secretary
to the Board of Directors.

The service term of the above-mentioned Directors,
Supervisors and the senior managements is from 23
June 2005 to 23 June 2008.

Changes of Shares Held by Directors, Supervisors
and Senior Management

There are no changes of the Company’s shares held by
Directors, Supervisors and senior management in the
report period. As of 31 December 2005, Mr. SUN Ming
Bo held 1,561 shares of the Company, Mr. LIU Ying
Di, 5,000 shares, Mr. HUANG Zu Jiang, 8,000 shares,
Mr. FAN Wei, 3,882 shares, Mr. ZHANG Xue Ju, 1,000
shares. and Mr. CAO Xiang Dong, 2,000 shares. The
shares held by the above persons are of listed A-shares.
Save as disclosed above, none of the Directors,
Supervisors and senior management of the Company
has any interests and short positions in the Shares,
underlying shares and debentures of the Company or
any associated corporations (as defined in Part XV of
the Securities and Futures Ordinance (“SFO”)) which
was record in the register required to be kept under
section 352 of the SFO or otherwise notified to the
Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (“Model
Code”).

For the latest disclosure of interests filing for the
Directors and Supervisors of the Company, please refer
to the “Disclosure of Interests” section on the website
of The Stock Exchange of Hong Kong Limited at
www.hkex.com.hk.

TSINGTAO BREWERY CO., LTD.
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AAFCRACERBERAFTHRAF TS
LW SR (T LS00 ]) W &%+ 57 i 353
TEFRBH BT - FRAATESE
ETEEZHMNTATN - REAMETES
®oHPOBRARRE_EFZHET A=
+— Bk AT SF (R AT R B L2 B R
HE o

300 HodR - B RWEA RS ERBA U

AFEFR - EFEARBIKEAS R R KRG F
HREBHEEAREFGRBFEFHITE
PAR OB W B s T BRI > AT
AARAEBABMFHEEEGERNREE
FHIR > HEFRETRAFGEATME
B e o RS E S A BT R IE 8 AR
BREITERER AR EEHM -

The Company has adopted the Model Code included in
Appendix 10 of Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited { “Listing
Rules”), as the code of conduct for Directors of the
Company in securities transactions. The Board of
Directors confirmed that they had been complied with
all requirements stipulated in the Model Code for the
year ended on 31 December 2005 after consulting all
Directors.

Annual Remuneration of Directors, Supervisors and
Senior Management

The remuneration of the Directors and Supervisors of
the Company is determined in accordance with the
annual remuneration schemes of members of Board of
Directors and Board of Supervisors reviewed and
approved by the Company’s AGM, and depending on
the operational results of the Company; while the
remuneration of the senior management of the Company
is based on the operator’s remuneration scheme
approved by the Board of Directors, and the Corporate
and Remuneration Committee under the Board of
Directors would determine their annual remuneration
depending on the Company’s operational results, as well
as the appraisal results for the duties undertaken by
each of them.

45300 A B A A R OB A
4 I % Total Remuneration Withdrawn from
Name Position the Company in the Report Period
B ARWFIT
Unit: RMB'000
AR EHER 283.9
L1 Gui Rong Chairman of Board of Directors
£EH HEHR - AR 336.7
JIN Zhi Guo Vice Chairman, President
7 9 HATEF - BIER 290.1
SUN Ming Bo Executive Director, Executive Vice President
LB BATE® 264.2
LIU Ying Di Executive Director
BER BUATHER - MAK - AaiE 264.2
SUN Yu Guo Executive Director, Vice President, Chief Accountant
Stephen J. BURROWS BIEF £ - ERITESE 30
Vice Chairman, Non-executive Director
Mark F.SCHUMM SEEITE F 30
Non-executive Director
ERE WrES 50
CHU Zhen Gang Independent Director
A # BIrE Y 50
FU Yang Independent Director
i W R 50
LT Yan Independent Director
i R B ® 50
POON Chiu Kwok Independent Director
=k BEREEE 0

SUN Jia Yao

FOES RO R R AW

Chairman of Board of Supervisors

TSINGTAO BREWERY CO., LTD.
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4 R Total Remuneration Withdrawn from
Name Position the Company in the Report Period
T#F BTEH 133.2
YU Jia Ping Supervisor as Staff Representative

WM BIEF 109.4
HUANG Zu Jiang Supervisor as Staff Representative

EHE BIEF 88.5
REN Zeng Gui Supervisor as Staff Representative

L BRAFES 30
Frances ZHENG Supervisor as Shareholder Representative

Bl & B B B 30
LIU Qing Yuan External Supervisor

01 bh B T 30
ZHONG Ming Shan External Supervisor

[ A B 30
CHEN Jun External Supervisor

B AR B 264.2
FAN Wei Chief Brewer

B re EIE: ¥ 210
YAN Xu Vice President

TR A g 824 264.2
ZHANG Xue Ju Vice President

R Al 48 210
CAO Xiang Dong Vice President

E¥ A B8 238.2
JIANG Hong Vice President

REX Al 4A K 210
ZHANG An Wen Vice President

R FLgRnE - -#ERUA 116.5
YUAN Lu Secretary to the Board of Directors,

Assistant to the Chairman of Board of Directors

4. BREHGWER > RAAFG(BETHEFLAE)E 4.
BATHE27,085 A - BITHEBRWT :

As at the end of the report period, the total number
of staffs of the Company (the subsidiaries inclusive)
had reached 27,085 persons. The composition of
staffs is as follows:

SRR R AHE
Professional Class Number of Persons
THEEANE 3,859
Administrative personnel

MHANE 658
Financial Personnel

IREMAR 2,154
Technical and Engineering Personnel

WEAR 3,745
Sales Personnel

LERBAR 16,669

Production and Services Personnel

( J HEWEKRMERAA TSINGTAO BREWERY CO., LTD.
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V. Right of Share Purchasing

Save as disclosed above, neither the Company nor any of its
subsidiaries participated in any arrangements in any time of
the year through which its Directors, Supervisors and senior
management obtained interests from purchasing shares or
bonds of the Company or any other organizations.

VI. Use of Proceeds

In the report period, there was no proceeds from issuance of
A-share or proceeds from previous issuance used till this report
period.

V1I.Contracted Rights of Director or
Supervisor and Director Service
Contract

All appointed Directors of the Company have entered into
service contract with the Company, and do not enter any
service contract with the Company that the Company and its
subsidiaries should make compensation to the Directors when
it terminates the contract within | year after the contract is
signed by both parts (other than statutory compensation).
Besides, no Director or Supervisor obtained material interest
from any contracts entered into with the Company and its
subsidiaries within the year.

VIII. Confirmation of Independence of
Independent Director

The Company has received annual conformation letter from
each existing Independent Director on their independence
pursuant to Chapter 13.3 of the Listing Rules, and still believes
that, the aforesaid Independent Directors are independent
individuals.

IX. Buy-back, sale and redemption of
shares

The Company did not buy back. sell or redeem any of its
listed shares, neither the Company nor its subsidiaries purchase
or resell any listed shares of the Company in the report period.

TSINGTAO BREWERY CO.. LTD. [




Z9
%
@
=,
-
=
@
@
Q
(—>
fﬁs
—
@
9
=
=
(‘ID
@,
N

&

T EEME A KBS

A 2 ) 2% S 4 ) BB A O ] 2 R R B I B B
Bk MR

T B e EE

FHAEABREEEZ WP REW Y B RRZ M
én‘j:‘ﬁ

+ ﬁi %%ﬂ

RZFFRAEFZAZ+— B IBRITEHEBER)
Bl B B B R R 2 WY R

T2 A FH

AAF ZFFHFEERERE - SR H P
XRABH _FRNENEANH B BE(LEESH
B - (PRBHBOMEF B (XEHR) ~ (The
Standard) RGP - HREXFERY - HHW
BYKRAMS LA DB XRBE -

. 7% % il

BEMAERECED KRG MES A R
S BOKIE & Gt AT 3 F AT
RAL B AN T Z B MM
B> W EEMBER M
Bk o

EHRGAE

FHR

HHER
FEARKME « 55
ZERRXENAZA

] O HEWEENARA A

X. Principal Subsidiaries and
Associated Companies

The details of the principal subsidiaries and associated
companies of the Company are listed in the notes to the
Financial Statements enclosed.

XI. Fixed Assets

Any changes of fixed assets in the year are listed in the notes
to the Financial Statements enclosed.

XI1I.Bank Loans

The details of bank loans as of 31 December 2005 are listed
in the notes to the Financial Statements enclosed.

XL Other Issues for Reporting

The summary of the Company’s 2005 Annual Results is
published on 4 April 2006 in Chinese and English respectively
in Shanghai Securities News, China Securities Journal, Wen
Wei Po, and The Standard. The Annual Results is prepared
both in Chinese and English, in case any discrepancy exists
between the Chinese and English context, the Chinese version
shall prevail.

XIV. Auditor

In the report period, PricewaterhouseCoopers Zhong Tian
Certified Public Accountants Limited Company and
PricewaterhouseCoopers were appointed domestic and
overseas auditors of the Company respectively, and have
audited the enclosed Financial Statements.

Representative of Board of Directors

LI Gui Rong

Chairman

Qingdao, The People’s Republic of China
3 April 2006
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Mr. SUN Jia Yao

Dear shareholders,

I hereby present the 2005 Report of the Supervisors of
Tsingtao Brewery Company Limited for your kind review.

1. Review of Main Work in Board of
Supervisors

In the report 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 Report Period

In 2005, the Board of Supervisors totally held 6
meetings, electing Mr. SUN Jia Yao Chairman of the
5th Board of Supervisors of Tsingtao Brewery Company
Limited; reviewing and approving cases including 2004
Work Report of the Board of Supervisors, the
Company’s 2004 Quarterly Reports, Interim Report,
Annual Report, Profit Distribution Scheme. 2005
Operational Budget Scheme, Case of Application for
Credit Line for RMB3,000,000,000 Entrusted Loan,
Case of Matters related to Verification of the Company’s
Assets, Close, Litigation and Assets Disposure Scheme
of Tsingtao Brewery (Tianmen) Company Limited, and
Case of Feasibility of Establishing Brewery in Yulin,
Shaanxi Province by Tsingtao Brewery (Xi'an)
Company Limited.

TSINGTAO BREWERY CO., LTD. [
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Supervision over Projects involving Large Amount
Expenses in Marketing. Engineering Projects and
Resources Purchase

In 2005, the Board of Supervisors instructed its Office
to provide site supervision over the openness, fairness
and justice during the bidding for purchase of resources
such as bottle, bottle cap, paper-box, trade mark, rice,
and etc.; supervise during the auction of the old
equipments in Tsingtao Brewery (Penglai) Company
Limited, and bidding for some equipments in Tsingtao
Brewery No. 2; participate in the bidding for the final
accounts auditing for the completion of technical
improvements and expansion project of the Company,
bidding for purchase of scientific research instruments,
design of promotional items, and the internet advertising

agent for Tsingtao Beer.

Independent Comments to the

Concerned Issues
Compliant Operation

Within the year, the Board of Supervisors attended and
sat in on the Annual General Meeting and meetings of
Board of Directors, and supervised the procedures of
holding meetings, procedures of decision-making, and
implementation of resolutions of general meeting and
meeting of Board of Directors, undertaking their duties
by the senior management and working out the

TSINGTAO BREWERY CO., LTD.
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managing regulations of the Company, under the related
State laws and regulations, and requirements in the
Articles of Association of the Company. The Board of
Supervisors views that, all Directors and members of
senior management do follow the requirements in the
State regulatory laws and regulations, and related
requirements in the Articles of Association of the
Company in operations and management through
seriously undertaking their duties, legally operating and
making decisions. For the overall interests 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
management and internal control system 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 any behavior of breaching any laws, regulations,
the Articles of Association of the Company or damage
any interests of the Company, nor abusing their
authorities or damaging the interests of its shareholders
and staffs when undertaking their duties.

Review of the Financial Conditions

In the report period, the Board of Supervisors believed
that, after seriously and carefully reviewing the
Company’s Quarterly Reports, Interim Report and
Annual Report under the laws, the Company’s 2005
Financial Statements truly and fairly reflected its
financial conditions and operational results in all
significant aspects, the financial accounting and
financial management were under 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.
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Latest Use of Proceeds

In the report period, there were no new proceeds from
issuance of A-share, nor such proceeds from the
previous issuance used till this period.

The Assets Sales and Purchase in the Report Period

The Board of Supervisors views that, in the report
period, the Company strictly abides by the relevant laws
and regulations by purchasing assets in normal
procedures and at reasonable price, and does not find
any behaviors of insider transaction or damaging the
interests of the Company and its shareholders.

Related Party Transaction in the Report Period

The Board of Supervisors believes that, the process of
related party transactions occurred in the report period
is complied with the relevant regulations and at a
reasonable price. No behaviors of damaging the interests
of the Company and its shareholders being found.

In 2006, the Board of Supervisors would apply at the
General Meeting to revise and adjust the relevant parts
in the Articles of Association and Discussing Rules of
Board of Supervisors, carefully undertake its duties and
responsibilities pursuant to the concerned regulations,
legally undertake its authorities, gradually strengthen
the supervision and examination to maintain the interests
of all investors. In the same time, I hereby deliver my
sincere respects and thanks to all shareholders and our
staffs for their care, support and assistance to our work
in the tast year!

Chairman of Board of Supervisors:
SUN Jia Yao

31 March 2006

TSINGTAO BREWERY CO., LTD.
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The Company has been always seriously abiding by the
regulations and rules by China Securities Regulatory
Commission, Shanghai Stock Exchanges and The Stock
Exchange of Hong Kong Limited, committing to the
continuous improvements of corporate governance structure.
The Company has applied the stipulated principles in the Code
on Corporate Governance Practice and followed the terms in
it. It will continue to strengthen its measures on corporate
governance and the transparency to its shareholders in future.

The measures taken by the Company for corporate governance
are as follows:

I. Board of Directors

The target of the Board of Directors is to supervise the
Company’s business and operational management, hence to
increase its shareholders’ value.

Under the leadership of the Chairman, the Board of Directors
is responsible for preparing, reviewing and approving the
Company’s development and business strategies, reviewing
and approving its annual budget and final accounts, proposing
dividends, and approving the fundamental management system
as well as supervising the management, subject to the Articles
of Association of the Company and the discussing rules of
the Board of Directors. The management, led by the President,
is responsible for the daily operational management of the
Company.
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The Company successfully set up the Sth Board of Directors
in June 2005, under the requirements of Code of Corporare
Governance Practices and Code of Corporate Governance
for Listed Companies in China, as well as taking reference to
the operational mode of large international companies. The
new Board of Directors is comprised of 11 members — Mr.
LI Gui Rong, the Chairman, Mr. JIN Zhi Guo, the Vice
Chairman, and the other three Executive Directors: Mr. SUN
Ming Bo. Mr. LIU Ying Di, and Mr. SUN Yu Guo (all three
of them are nominated by the largest shareholder, the State-
owned Assets Supervision and Administration Commission
of Qingdao); two Non-executive Directors: Mr. Stephen J.
BURROWS, the Vice Chairman, and Mr. Mark F. SCHUMM,
the Director (nominated by the Company’s principal
shareholder A-B); and four Independent Directors (nominated
by the Board of Directors): Mr. CHU Zhen Gang (re-elected),
Mr. FU Yang, Ms. LI Yan and Mr. POON Chiu Kwok (the
latter three are newly appointed). In the report period, the
new Board of Supervisors was also successfully set up, and
Mr. SUN Jia Yao, Mr. LIU Qing Yuan, Mr. ZHONG Ming
Shan, Mr. CHEN Jun, and Ms. Frances ZHENG were elected
Supervisor at the Annual General Meeting, besides, Mr. YU
Jia Ping, Mr. HUANG Zu Jiang and Mr. REN Zeng Gui were
elected Supervisor as staff representative. The latest Board of
Directors and Board of Supervisors are comprised of experts
and scholars in the fields of brewery, law, finance and
accounting from Mainland China. USA and Hong Kong, who
bring their respective precious professional knowledge to the
Board of Directors, Board of Supervisors and their work, and
make the structure of Directors and Supervisors nore
reasonable. By so far, the Company’s External Directors and
Independent Directors are accounted to over 1/2 and over 1/3
respectively of the total number of the members of the Board
of Directors, and the External Supervisors are accounted for
aver 1/2 of the total number of its members, which shows its
leading position among the domestic listed companies, and a
great step forward the internationalizing level of corporate
governance structure.

TSINGTAO BREWERY CO., LTD.
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All newly appointed Directors were provided with Notes to
the Position (Director’s Manual) before they stepped on the
position and received subsequent training on laws and
regulations. In the same time, to help the External Directors
have a deep understanding over brewery industry and
competition, the Company organized these newly-appointed
Directors in an appropriate time to visit places such as Beijing
and Shenzhen for site study to understand the operation of its
subsidiaries and the local markets after the establishment of
the new Board of Directors.

All Directors entered into a 3-year service contract taking
effect from 23 June 2005 with the Company, in which the
service term of Independent Director should not exceed 6
years.

Roles as Chairman and President

Mr. L1 Gui Rong is the Chairman, and Mr. JIN Zhi Guo is the
President of the Company. The positions of Chairman and
President of the Company are taken by two persons instead
of by one person only.

The Company realizes its balance between the Board of
Directors and the management through providing different
duties and responsibilities to the Chairman and the President
respectively, to ensure their independence and accountability.

The Board of Directors is under leadership of its Chairman to
ensure the final and greatest interest of the Company. The
Chairman is responsible for deciding the agenda of each Board
meeting, consulting other Directors before the meeting for
any proposals to be discussed in the meeting, and considering
to include their proposals into the agenda depending on the
situation. Besides, the Chairman should also be responsible
for leading and determining the overall business development
targets and strategies of the Company, and supervising the
implementation of resolutions passed by the Board of
Directors.

TSINGTAO BREWERY CO,, LTD. [
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The President is required to supervise the Company’s daily
operation, planning and implementation of business
development with the supports of the Vice Presidents, as well
as be responsible for the Board of Directors on all business
of the Company. The President should have close cooperation
with all Vice Presidents and management of all departments
to ensure the Company’s smooth operation and development,
keep contact with the Chairman and all other Directors to
report all significant business development and matters, and
be in charge of establishing and maintaining an efficient

management team to provide assistance to fulfill his/her duty.

The authority transfer from the Board of Directors towards
the management should be expressly stated in the Discussing
Rules of the Board of Directors and Detailed Principles for
Work of President.

Meeting Attendance Record

The Board of Directors totally held 6 regular meetings and 1
interim meeting in 2005. All Meeting Notices had been
delivered to all Directors 14 days in advance, and the materials
for discussion were sent to them in reasonable time. Set below
is the attendance record of each Director of the Board and its

committee meetings.
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Table of Meeting Attendance Record of the 4th Board of Directors

B 1 L AL BEER #Har A
BEZAH AABBERSY MEZAS
HHH Strategy and HR and Corporate Audit and
Board of Investment Governance Finance
Directors Committee Committee Committee
ke Numbers 3 1 2 2

EHEL © Name of Directors:
E-Y5 LI Gui Rong 3 A FN/A 538 F N/A A8 BIN/A
£EH JIN Zhi Guo 2 1 X% R N/A ANEHN/A
PR LIU Ying Di 3 A RAN/A A HAN/A AERIN/A
BREH SUN Yu Guo 3 A RN/A A FN/A R HN/A
LEES) Stephen J. BURROWS 1 R AN/A A3 FN/A A RIN/A
jiki -3l CHU Zhen Gang 1 1 2 2
[ E TAN Li Ning i 0 0 0
155 3% WU Hai Hua A ERIN/A 2 2
HHER PAN Gui Rong 2 A8 FN/A 2 2

] FERERMERLF

TSINGTAO BREWERY CO., LTD.




ARFHEES (@)

Corporate Governance (Continued)

PHEAFGHREE
Table of Meeting Attendance Record of the 5th Board of Directors
24 5] 1R B B
1 mg B FHEAY FRHR
BEEE® Corporate HEZE®
B Strategy and Governance and Audit and
Board of Investment Remuneration Finance
Directors Committee Committee Committee
G| Numbers 4 3 | 3
THWH © Name of Directors:

AR LI Gui Rong 4 A AN/A A AN/A AHHN/A
L H JIN Zhi Guo 4 2 R RN/A A RINA
(EE- 98 Stephen J. BURROWS 3 0 N RIN/A A RN/A
R SUN Ming Bo 4 3 R HN/A A BN/A
Bl % LIU Ying DI 3 AR N/A AR N/A A HIN/A
HEH SUN Yu Guo 4 3 0 AR RNIA
B Mark F. SCHUMM 4 3 1 3
iR A CHU Zhen Gang 3 2 1 2
LRES FU Yang 3 A3 B N/A 1 1
2= LI Yan 3 3 A FN/A 3
% POON Chiu Kwok 3 A FN/A ! 3

EiIRMBEAY Audit and Finance Committee

B AMBEZRAG([BAZEG) NS BYLE
BER-ZHEPTERAN > BRI LWEELSE
HoAb R B O I AT W S MO MO R
BISEE - (T e B m e s > hBERGEL
(REABHERL:  HEREERIARELEN
THERTERME) - HrhERc#ATREFENY
FTEM R RO > B4 I 0 R0 A 3T B BB fiE
93 o

FHHZRENHMITERCHENALAT AP RE
BE - MG - BT B R R
UL oo MR R B AR T BT R A R Gt RO R A
MEBERHEBBREARAFHABEEBRER > UET
Y- ZROGVAHEERLFSEE YN EE
Btk -

AR EMEAS

AFWEHAGHEZR G ((HMERG]) BN
BHERELE - FELEREHRAEERNUTES

The Audit and Finance Committee (“Audit Committee™) is
comprised of 4 Independent Directors and 1 Non-executive
Director including Ms. LI Yan, the Chairwoman, Non-
executive Director Mr. Mark F. SCHUMM, and Independent
Directors Mr. CHU Zhen Gang, Mr. FU Yang and Mr. POON
Chiu Kwok (its former members Ms. PAN Gui Rong, Mr.
WU Hai Hua and Mr. TAN Li Ning got retired for having
fulfilled their terms). All members are appointed by the Board
of Directors. Ms. LI Yan holds professional qualification as
CCPA with experience and capability in financial and
accounting business.

The Audit Committee is responsible for reviewing the
Company’s quarterly, interim and annual financial statements,
supervising its compliance with laws, regulations and listing
rules, reviewing and governing the accounting policies and
principles applied by the Company, procedures of financial
reporting and its internal control system, as well as auditing
all aforesaid matters. The Committee is also responsible for
governing the appointment of external auditors and their terms
of reference.

Corporate Governance and Remuneration Committee
The Corporate Governance and Remuneration Committee

(“Remuneration Committee”) is comprised of the Independent
Directors Mr. CHU Zhen Gang, Mr. FU Yang and Mr. POON
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Chiu Kwok, the Executive Director Mr. SUN Yu Guo, and the
Non-executive Director Mr. Mark F. SCHUMM, in which Mr.
CHU Zhen Gang takes the position of Chairman (its former
member Mr. WU Hai Hua got retired for having fulfitled his
term). All members are appointed by the Board of Directors.

The Remuneration Committee held 3 meetings in the year of
2005 to review and discuss the matters including nominating
Directors and determining remuneration. For attendance record
of its members, please refer to the above Table of Meeting
Attendance Record.

The main roles of the Remuneration Committee includes:
consider the remuneration system of the Directors and senior
management, undertake appraisal and make suggestions to
the Board of Directors; consider and review the remuneration
scheme of the Directors and other senior management;
consider the scheme to improve corporate governance
structure.

Strategy and Investment Committee

The Strategy and Investment Committee (“Strategy
Committee”) is comprised of the Vice Chairman Mr. JIN Zhi
Guo and Mr. Stephen J. BURROWS, the Executive Directors
Mr. SUN Ming Bo and SUN Yu Guo, the Non-executive
Director Mr, Mark F. SCHUMM and the Independent Directors
Ms. LI Yan and Mr. POON Chiu Kwok, while Mr. JIN Zhi
Guo takes the position of Chairman (its former member Mr.
David RENAUD got retired for having fulfilled his term).
The Strategy Committee held 4 meetings in the year of 2005,
Its main duty is to consider and make suggestion to the long-
term development strategies and significant investing decision-
making of the Company. Within the year, the Committee had
held discussions and made comments to the Board of Directors
over the deregistration of Tsingtao Brewery (Angiu) Company
Limited, re-structuring of draft beer line of Tsingtao Brewery
No. 2, and installation of draft beer line in Tsingtao Brewery
(X1’an) Company Limited.

Securities Transactions by Directors

The Company applies the Model Code for Securities
Transactions by Directors by Listed Issuers (“Model Code” )
included in the Appendix 10 of Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(“Listing Rules"). The Board of Directors confirms that, for
the year ended on 3! December 2005, all Directors of the
Company had been in compliance with the Model Code in the
Appendix 10 of the Listing Rules.

TSINGTAO RREWERY CO 1TH
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Director’s Responsibilities to the Financial Statements

The following stated Director’s responsibilities to the Financial
Statements, should be read together with the Auditor’s Report,
which expressly stating the reporting responsibilities of the
auditors of the Company, in the Annual Report, but should be
understood separately.

Financial Reporting

The Board of Directors holds annual review and discussion
over annual, interim and quarterly results based on the
substantial financial information provided by its management,
and approves the disclosure to the public. The Directors
acknowledge their responsibilities for the preparation of the
financial statements which give a true and fair view of the
Company’s operations for the fiscal years.

External Auditor

The Company extended the service term of
PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
as its domestic and international auditor for 1 year. They
have provided auditing services to the Company for 4 years.
For the year of 2005, the Company should pay HKDS5,650,000
to PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company and PricewaterhouseCoopers
for their full-year auditing work.

Internal Control and Risk Management

The Board of Directors takes the responsibility of the
effectiveness of the Company’s internal control system. The
Audit and Finance Committee reviews the financial and
internal control system for the Company and its subsidiaries
once a year, and believes its current internal control system
is basically effective and compliant. At the same time, the
Board of Supervisors also makes supervision over the financial
operation of the Company.

IT. Board of Supervisors

The Board of Supervisors is an important part of the corporate
governance structure of the Company, which is responsible
for supervising members of the Board of Directors and senior
management on undertaking their duties and responsibilities,
checking the financial operations for the Company, and etc.

II1. Effective Communications with
Shareholders

The Board of Directors makes sufficient disclosure to its
shareholders on the performance and business development
of the Company, and fully understands the importance of
sound relationship and effective communications with all

TSINGTAO BREWERY CO., LTD. [
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shareholders. It releases timely information to the shareholders
through publishing the announcements, annual reports, interim
reports and quarterly reports, notices to shareholders. The
Board of Directors believes that, the Annual General Meeting
is a main channel of direct dialogue with its shareholders. All
H-share shareholders of the Company can obtain Notice of
Convening Annual General Meeting, Interpretation Documents
or Notice over Specific Issues (i.e. revision of the Articles of
Association and election members of Board of
Directors, etc.) by post. All Directors attended the
2004 Annual General Meeting held in June 2005
and seriously answered questions from the
shareholders who attended the Meeting.

Meanwhile, the Annual General Meeting approved
to revise the Articles of Association for the
Company by including some new provisions, as
required by the national regulatory bodies.
concerning protecting investors” legal rights and
interests, further standardizing corporate
governance and strengthening investor relations;
incorporating the Discussing Rules of General
Meering, Discussing Rules of Board of Directors
and Discussing Rules of Board of Supervisors into
the Articles of Association as appendices, and
implementing it after obtaining approval from the
Annual General Meeting, hence to improve the
construction of the Company’s internal governance
system to ensure its compliant operations.

Investor Relations

The Board of Directors understands that, it is
extremely important to establish good relations
with investors. The Company has established a
good communicating channel with investors and
analysts to present its business performance to
them in time. In 2005, the Company held briefings
and road-shows after annual results announcement,
and provided the analysts and investors with the
updated information of the Company’s business
development by hosting their visits and holding
conference calls. The Company was also invited
to attend large-scale investment forums and conferences held
by domestic and overseas securities and financial institutes,
in which it made broad talks and communications with the
investors. For the year of 2005, it improved its transparency
to the public by totally attending 6 conferences of this kind,
and holding over 120 one-to-one meetings. For the annual
results for 2005 and other announcements, please visit the
website of The Stock Exchange of Hong Kong Limited or our
Company.

TSINGTAO BREWERY CO., LTD.
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Profile of Beer Market in China
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Profile of Beer Market in China in 2005
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The annual output further increased 5.2% to
306.2 million hl, the largest in the world for
4 years in a row;
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The output growth is not in balance among
all provinces. In some regions, the growth gets
slower but its output is increasing, which
triggers the market competition;
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The foreign companies are strengthening
mergers and acquisitions (M&A), but their
premium is too high so that blocks the
domestic large enterprises to step forward
M&A;
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The rising prices of raw materials, energy,
transportation, and etc., affects the growth of
gross profit;

HOTHHHTH  HETHMEEEE-
Continuous drop of export, and hard to
develop in the overseas markets.
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Changes of Output of China Brewery Industry
in Recent 7 years
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Top 10 Breweries in China in the Year of 2005
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Development of Tsingtao Brewery
Company Limited
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The Growth of Output in Recent 10 years
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Management Discussion and Analysis (Continued)
2. TRFILA S Y S, BEAYH R RS

Sales Volume of Beer in Geographical Regions in

2005
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Product Structure in 2005
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Structure of Production Cost of Parent Company
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CERAGAELKBAE
Production and Operational Targets for 2006

¢ NFHBWMENEMOETR  HbhESmM
A R 70%
Strive to realize sales volume of beer of 44
million hl, in which the principal brand and
secondary brands would reach 70% of it.

¢ PEBAERAS A EE  UASEEAgE
AF MR > MBS RERNE &K
RAFHHEHAER s BEAFKT -
Aim to be an international great company,
promote the strategic transformation through
organizational reform, strengthen the brand
promotion, increase market share, and

improve the profitability.
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Directors:

Mr. LI Gui Rong, aged 66, is the Chairman of the Board of
Directors of the Company. Mr. L1 ever served as Deputy
Director, Director in Qingdao Planning Commission before
he joined the Company as Chairman in June 1996. Mr. LI has
worked with corporate and economic management for many
years, which helps him be familiar with the relevant State
economic policies, laws and regulations, and obtain rich
experience in corporate management and operational decision-
making. With his strategic insights and commanding capacity
on an overall basis, Mr. LI plays an ultimate role in promoting
the Company’s corporate governance structure and improving
the development strategies. Besides, Mr. L1 is also the
Chairman of Tsingtao Brewery Group Company Limited.

Mr, JIN Zhi Guo, aged 49, is the Vice Chairman, President,
and Senior Economist of the Company with EMBA from China
Europe International Business School (CEIBS). Mr. JIN joined
Tsingtao Brewery Factory, the predecessor of the Company,
as general staff in 1975, and later, Head of Power Dept. He
took the position of Assistant to Factory Manager of Tsingtao
Brewery No. 1 in 1994, General Manager of Tsingtao Brewery
(Xi’an) Company Limited in October 1996, Assistant to the
General Manager of the Company in August 2000, and General
Manager of the Company in August 2001. With over 30 years’
experience in operation and management in brewery business,
Mr. JIN plays an important role in developing managing mode
and corporate culture in an innovative manner, especially in
moiding the team study capacity, implementing the
development strategies and promoting the integration and
organizational reform of the Company. Mr. JIN is also the
Vice Chairman of Tsingtao Brewery Group Company Limited.

TSINGTAO BREWERY CO., LTD.
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Mr. Stephen J. BURROWS, aged 54, is the Vice Chairman
and Non-executive Director of the Company with MBA from
Lindenwood University in Missouri, USA. He is currently
the CEO and President of Anheuser-Busch International, Inc.
as well as member of Strategic Committee of A-B. Mr.
BURROWS has over 20 years’ experience in operational
management and market operations of brewery business after
working for A-B as Vice President (Sales) in South-western
Region in USA, Vice President (Consumer Consciousness and
Education). Vice President (Brand Management), and being
responsible for the advertising, sales, packaging, research and
other activities for market development in different regions
and throughout USA for “Budweiser” and other beer brands
in A-B.

Mr. SUN Ming Bo, aged 49, is the Executive Director and
Executive Vice President of the Company with Doctor’s
Degree of Management from Tongji University. Mr. SUN ever
took the position of Deputy Factory Manager and Chief
Engineer of Tsingtao Brewery No. I, Assistant to the General
Manager & Vice Chief Engineer of the Company. Mr. SUN
took in charge of organizing the negotiation and
implementation over the strategic alignment between the
Company and A-B, overall planning of the significant asset
restructuring and projects of M&A for the Company with
substantial experience in production, technical management
and strategic development in the brewery business. Mr. SUN
obtained title of Applicable Researcher of Engineering with
profound accomplishments in the theory of strategic
management.

Mr. LIU Ying Di, aged 49, is the Executive Director and
Senior Engineer of the Company. Mr. LIU was ever the Deputy
Factory Manager of Qingdao Brewery No. |1 . and Deputy
General Manager of the Company. He has over 20 years’
experience in corporate production, technology, management,
and etc., and takes responsibility to organize and promote the
modernization and information construction for the Company’s
management. Mr. LIU is also the Director and Executive
Prestdent of Tsingtao Brewery Group Company Limited.

Mr. SUN Yu Guo, aged 51, is the Executive Director, Vice
President & General Accountant of the Company. Mr. SUN
ever worked as Deputy Department Head in Finance Bureaun
of Qingdao, and then Department Head in State-owned Assets
Administration of Qingdao. Mr. SUN had been doing financial
work in the governmental departments for over 20 years with
gualification of CPA and CPV (Certified Public Valuator),
which brought him rich experience in financial management
and capital operations. In February 2005, Mr. SUN won the
awards of “Top 10 CFO in China” as the only successful
candidate from Shandong Province.
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Passion dreaims & suceess
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Mr. Mark F. SCHUMM, aged 50, is the Non-executive Director
of the Company. He obtained MBA from principal Major of
Finance at University of Michigan, USA. Mr. SCHUMM is
currently the Vice President (China Business Development)
of Anheuser-Busch International, Inc. In the past 20 years,
Mr. SCHUMM worked for A-B to be responsible for the
corporate planning and development of international business,
as well as the accounting, finance, export, brand managetment
for their products in Europe and Canada, and obtained rich
experience in site operational management in Japan as well
as business development in Asia.

Mr. CHU Zhen Gang, aged 57, is the Independent Director of
the Company, and Senior Economist with EMBA from Nankai
University. He is the General Manager of Qingdao Enterprise
Developing & Investing Co., Ltd. Mr. CHU was ever the
Deputy Manager of Qingdao Fuel Co., Ltd., Department Head
and Deputy Director of Qingdao Economy Commission, Vice
Head of Government of Shinan District of Qingdao, with over
20 years’ experience in corporate and economic management.
Mr. CHU is also the Director of Lucent Technologies Qingdao
Communications Systems, Ltd., Vice Chairman of Qingdao
Yellow Sea Rubber Co., Ltd., and etc.

Mr. FU Yang, aged 56, is the Independent Director of the
Company. He is the Arbitrator of China International
Economic and Trade Arbitration Commission, Partner and
Director of Kang Da Law Firm in Beijing. Independent
Director of CITIC Guoan Information Industry Co., Ltd. Mr.
FU also served as Deputy Director of the Economic Law
Office in the Commission of Legislative Affairs of NPC, as
well as Vice President of 3rd, 4th and 5th All China Lawyers
Association. He participated in preparation of over 40 laws
such as Economic Contract Law, Law on Economic Contracts
Involving Foreign Interest, Mineral Resources Law, Law on
the Administration of Drugs, Company Law, and
Environmental Protection Law.
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Ms. LI Yan, aged 49, is the Independent Director of the
Company. She is the Professor in School of Public Finance
and Administration, Dean of Finance Dept. and Tutor for
Postgraduates at Central University of Finance and Economics,
and member of China Finance and Taxation Law Society. Ms.
LI is the Non-profession Member with CPA certificate of The
Chinese Institute of Certified Public Accountants. She edited
as Editor-in-chief over 20 textbooks and professional works
including a State key textbook The Theory and Practice of
Government Budget, and furthermore, hosted Research on
Public Services Supplying Mechanism Construction —
Research on Public Finance, the subject of the National Social
Science Fund, participated in the research of the State or
Ministry subjects and published the relevant papers on them
and by which won some awards. These subjects are: Research
on State-owned Capital Operational Budger for the State-
owned Assets Supervision and Administration Commission
of the State Council, Research on Governmenral Purchasing
System for Ministry of Finance, Collection, Utilization and
Management of Social Security Fund for Ministry of
Education, and Research on Macro-control and Legislation of
Financial Taxes for China Law Society.

Mr. POON Chiu Kwok, aged 43, is the Independent Director
of the Company. He is the Director of Corporate Finance
Dept. & Managing Director of Guangdong Securities Limited.
Mr. POON has broad experience in listing governance,
commercial banking and investment banking after 19 years’
work in the field of finance and securities. He ever participated
in a couple of great transactions of financing for listing on
The Stock Exchange of Hong Kong Limited. Other than his
Maser’s Degree of International Accounting, Bachelor’s
Degree (Honorable) of Law and Bachelor’'s Degree
(Honorable) of Commerce, Mr. POON is also the Member of
The Hong Kong Securities Institute, The Institute of Chartered
Secretaries and Administrators (ICSA), and The Hong Kong
Institute of Chartered Secretaries. At present, Mr. POON is
also the Independent Director of the three main board listed
companies in The Stock Exchange of Hong Kong Limited in
which including CATIC Shenzhen Holdings Limited.

Supervisors

Mr. SUN Jia Yao, aged 56, is the Chairman of the Board of
Supervisors of the Company, and Senior Human Relations
Coordinator. He graduated from Major of Industrial Corporate
Management at Shandong Institute of Technology. Mr. SUN
is also the Chairman of the Board of Supervisors of Qingdao
Yiging State-owned Assets Holdings Company, Qingdao
Liuting International Airport Company, and Tsingtao Brewery
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Group Company Limited. Mr. SUN ever served as Deputy
Secretary to the Party of Qingdao Towel Factory, Deputy Head
of Government of Taidong District of Qingdao, and Director
of Qingdao Textile Corporation, which helped him be familiar
with corporate and economic management. Since 1999, Mr.
SUN has accumulated considerable experience in operating
Board of Supervisors through taking the position as full-time
Chairman of Board of Supervisors of Qingdao Kailian (Group)
Corporation Limited and Qingdao (Hong Kong) Huaging
Development Co., Ltd. under assignment by the People’s
Government of Qingdao.

Mr. YU Jia Ping, aged 43, is the Supervisor of the Company
with EMBA from China Europe International Business School
(CEIBS). He is currently the Assistant to the President &
Head of Operations Management Dept. of the Company. Mr.
YU ever took positions of Deputy Factory Manager of
Tsingtao Brewery Malt Factory, Factory Manager of Tsingtao
Brewery No. 2, and Factory Manager of Tsingtao Brewery
Factory, which brought him rich experience in corporate
management after years of work for internal corporate

management.

Mr. HUANG Zu Jiang, aged 40, is the Supervisor of the
Company with EMBA from Nankai University. He is currently
the Factory Manager of Tsingtao Brewery No. 2. Mr. HUANG
ever worked as Director of Brewing Workshop. Head of
Production Planning Dept., Assistant to the Factory Manager
and Deputy Factory Manager of Tsingtao Brewery No. 2, as
well as Director, Vice General Manager of Shenzhen Tsingtao
Beer Asaht Company Limited. Mr. HUANG accumulates
substantial experience in corporate management after having
worked for the internal corporate management for years.

Mr. REN Zeng Gui, aged 42, is the Supervisor of the Company
with MBA from University of Foreign Business and
Economics, and holds title of Accountant. He is the Head of
Audit Dept. of the Company. Mr. REN was ever the Finance
Director of Tsingtao Brewery No. 5 Company Limited, and
Head of Audit Dept. under Office to the Board of Supervisors.
He has been working with financial and auditing affairs for
nearly 20 years, which brought him substantial experience in
corporate finance management and auditing.

Ms. Frances ZHENG, aged 43, is the Supervisor of the
Company. She obtained MBA from Eastern University of
Pennsyivania, USA. She is currently the Finance Director of
Anheuser-Busch Asia, Inc. Ms ZHENG has worked for

TSINGTAO BREWERY CO., LTD.
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internaiional companies in USA and Hong Kong for years,
focusing on the professional services including business
development, taxation planning and investment consultation
other than corporate planning, financial analysis and corporate
management.

Mr. LIU Qing Yuan, aged 57, is the Supervisor of the
Company. Mr. LIU graduated from Qingdao Institute of
Chemical Engineering. He is currently the Director of
Shandong Tianheren Law Firm. He was ever the lawyer of
Qingdao Shinan District Law Firm with substantial experience
in Jegal affairs.

Mr. ZHONG Ming Shan, aged 54, is the Supervisor of the
Company and Senior Accountant. He is currently the Head of
Shandong Desheng CPA Ltd. Mr. ZHONG has a long history
in financial work with Profession Qualification of Chartered
CPA in Securities Sector after having served as Head of
Finance Section, Vice Head of Qingdao CPA Services, and
Deputy Director of Plant Representative Dept. of Qingdao
Finance Bureau.

Mr. CHEN Jun, aged 38, is the Supervisor of the Company
with MBA from Shandong University. He is currently the
General Manager of CITIC Wantong Securities Co., Ltd. Mr.
CHEN was ever the Assistant to the Director of the Dept. of
Business Development of People’s Daily, Manager of Dept.
of Investment Banking of CITIC Wantong Securities Co, Ltd.
(Shandong), focusing on the business of investment banking.

Senior Management

Mr. FAN Wei, aged 46, is the Chief Brewer of the Company.
Mr. FAN graduvated with a Master’s Degree from Southern
Yangtze University. He ever took the position of Deputy
Factory Manager and Chief Engineer of Tsingtao Brewery
No. 2. He has rich experience in production, scientific research
and technical management in a brewery with title of Applicable
Researcher of Engineering.

Ms. YAN Xu, aged 4!, is the Vice President of the Company
& Chairman of Tsingtao Brewery (South China) Sales
Company Limited. Ms. Yan graduated from Asia International
Open University (Macau) with EMBA. She was ever the
Assistant to the General Manager, Director & Deputy General
Manager of Zhujiang River Brewery Group Company before
she joined the Company in January 1999. Ms. YAN has rich
experience in marketing as she has been focusing on beer
sales and market management for many years.
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Passion drecms & suctess

Mr. ZHANG Xue Ju, aged 51, is the Vice President of the
Company. Mr. ZHANG was ever the Financial Officer,
Secretary to the Board of Directors of the Company, and
General Manager of Sales Company He has years of
experience in management of brewery business and marketing.

Mr. CAO Xiang Dong, aged 534, is the Vice President of the
Company & Chairman of Shanghai Tsingtao Brewery (East
China) Sales Company Limited. He has substantial experience
in operating and managing brewery business after having
served as Department Head, Factory Manager of Tsingtao
Brewery No. 2, Factory Manager of Tsingtao Brewery No. 1,
Assistant to the General Manager of the Company, and etc.

Mr. JIANG Hong, aged 49, is the Vice President of the
Company and Senior Economist with EMBA from Nankai
University. She has rich experience in production and
management in brewery business after having served as Head
of Production Dept. of the Company, Factory Manager of
Tsingtao Brewery No. 2, Supervisor, Head of Corporate
Management Dept., and Assistant to the President of the
Company.

Mr. ZHANG An Wen, aged 48, is the Vice President of the
Company & Chairman of Tsingtao Brewery Hans (Xian)
Group Company Limited. Mr, ZHANG graduated with EMBA
from Shaanxi [nstitute of Business Management. He has rich
experience in production and management of brewery business
after having served as Director of Office to General Manager,
Deputy Manager and General Manager of Tsingtao Brewery
(Xi’an) Company Limited.

Ms. YUAN Lu, aged 50, is the Assistant to the Chairman and
Secretary to the Board of Directors of the Company. She was
ever the Director of Secretaries’ Office to the Board of
Directors and Secretary to the Board of Directors. Ms. YUAN
has a long history involving secretarial work to the Board of
Directors and management of investor relations of the
Company. She participated in a couple of planning. negotiation
and implementation of capital operation projects for the
Company, and has rich experience in construction of corporate
governance structure and operation of listed company. In 2005,
Ms. Yuan was awarded “The Golden Board Secretary of Listed
Companies in China”.
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1. 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 should
compensate Guangming Company approximately
RMB24,850,000 (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 RMB6,590,000
for the goods, and return the vehicles and beer appliance
occupied by them to the Company. For the time being, the
judgment is under implementation,

2. Sales of Assets and M&A

To promote the integration of its regional markets, the Board
of Directors of the Company approved to sign Equity Transfer
Agreement with Angiu State-owned Assets Operating Co., Ltd.
and the People’s Government of Auqiu on 13 October 2005,
in which the Agreement stipulated that the Company
transferred its 95% stake in Tsingtao Brewery (Angiu)
Company Limited (“Anqiu Company”), whose annual output
capacity may reach 0.5 million hl, to Angiu State-owned Assets
Operating Co., Ltd. in the condition that the latter party should
appropriately allocate the staffs in Angiu Company.

TSINGTAO BREWERY CO., LTD. [
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3. Guarantees and Trusted Loans
Provided

In the report period, all of the Company’s guarantees to third
parties were for bank loans and commercial bills of its
subsidiaries under the approval of the Board of Directors. As
of 31. December 2005, the total amount by the Company to
guarantee for the bank loans and accepted bills of exchange
of its subsidiaries was RMB418,020,000; and the amount of
the guarantee to take corresponding responsibilities for a loan
of its fully-owned subsidiary Tsingtao Brewery (Hong Kong)
Trading Company Limited was USD15,000,000 (approximate
RMB121,053,000). Besides, Tsingtao Brewery No. 5 Company
Limited, a subsidiary of the Company, provided guarantee of
RMB24,000,000 for loans of Qingdao Tsingtao Beer Asahi
Company Limited, in which it held 40% equity interest,
according to its holding percentage.

In the same period, no trusted wealth management arrangement
occurred. To secure the production and operation of its
subsidiaries, about RMB2,729,660,000 in aggregate of trusted
loans was provided by the Company to its subsidiaries under
the approval of the Board of Directors.

4. 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 the Tsingtao Brewery (Yangzhou)
Company Limited (“Yangzhou Company”) as its custodian
and included it into the consolidating scope of the Financial
Statements in the report period.

5. Material Related Party Transactions

In the report period, there were no related party transactions
between the enterprises holding the Company’s shares and
the Company. Most of the related parties with transactions
during the year are associated companies and other related
parties. For details, please refer to the notes to the Financial
Statements enclosed.

TSINGTAO BREWERY CO., LTD.
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AUDITORS’ REPORT

PRICEWATERHOUSE(COPERS

& ER 7;]( ;E g %*_ gm- $i§ Fﬁ' PricewaterhouseCoopers

22nd Floor, Prince’s Building
Central, Hong Kong

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
TSINGTAO BREWERY COMPANY LIMITED
(A Sino-foreign joint stock company established in the People’s Republic of China with limired liabiliry)

We have audited the accounts on pages 53 to 110 which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors of the Company are responsible for the preparation of accounts which give a true and fair view. In preparing
accounts which give a true and fair view it is fundamental that appropriate accounting policies are selected and applied

consistently.

It is our responsibility to form an independent opinion, based on our audit, on those accounts and to report our opinion solely
to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other person for
the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgments made by the directors in the preparation of
the accounts, and of whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance as to whether the accounts are free from material

misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts. We believe that our audit provides a reasonable basis of our opinion.

OPINION
In our opinion the accounts give a true and fair view of the state of affairs of the Company and of the Group as at 31

December 2005 and of the Group’s profit and cash flows for the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 3 April 2006
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BALANCE SHEETS

(All amounts expressed in RMB thousands uniess otherwise stated)

Group Company
As at 31 December As at 31 December
Note 2005 2004 2005 2004
(Restated) (Restated)
ASSETS
Non-current assets
Property, plant and equipment 7 5,263,964 5,349,607 950,038 1,004,929
Leasehold land and land use rights 6 660,197 595,593 65,525 67,336
Intangible assets 8 379,488 322,623 79,189 79,131
Investments in subsidiaries 9 — — 1,722,295 1,884,750
Loans to subsidiaries 9 _ — 2,735,123 2,345,371
Interest in associates 10 21,789 71,641 7,498 5.998
Negative goodwill 2.1 — (80,971) _ —
Deferred income tax assets 17(i) 21,806 6.245 17,600 —
Available-for-sale financial assets 993 — 18,315 —
Long-term investments —_ 17,880 — 17,693
Other long-term assets 32 29,880 40,464 27,670 38,071
6,378,117 6,323,082 5,623,253 5,443,279
Current assets
Inventories 11 1,423,927 1,382,831 225,223 221,433
Amounts due from subsidiaries 32 —_ — 12,314 165,784
Trade receivables 12, 32 105,068 159,419 74,852 165,138
Bills receivable 75,213 98,594 2,498 30,406
Deposits, prepayments and other receivables 32 327,272 494,054 192,971 76,047
Pledged bank deposits 19 17,570 32,226 — —
Cash and cash equivalents 1,248,291 1,330,327 478,090 557,409
3,197,341 3,497.451 985,948 1,216,217
Total assets 9,575,458 9,820,533 6,609,201 6,659,496
EQUITY
Capital and reserves attributable
to the Company’s shareholders
Share capital 13 1,308,219 1,060,000 1,308,219 1,060,000
Convertible bonds 13 —_ 1,191,192 —_ 1,191,192
Other reserves 14 3,673,572 2.630,088 3,449,508 2,446,075
Retained earnings
— Proposed final dividend 27 209,315 196,233 209,315 196,233
— Others (234,716) (323,385) 358,462 269,025
4,956,390 4,754,128 5,325,504 5,162,525
Minority interests 576,686 544,333 — —

Total equity 5,533,076 5,298,461 5,325,504 5,162,525




BALANCE SHEETS (Continued)

(Al amounts expressed in RMB thousands unless otherwise stated)

LIABILITIES

Non-current liabilities
Borrowings
Derivative financial instruments
Deferred income tax liabilities
Long-term loan due to a shareholder
Deferred liabilities

Current liabilities
Trade payables
Bills payable
Accruals and other payables

Deposits and advance from customers

Taxes payable
Dividends payable
Borrowings

Current portion of long-term bank loans

Other provisions

Total liabilities

Total equity and liabilities

Net current liabilities

Total assets less current liabilities

Note

15
16
17¢ir)
32
13

18, 32
19
32
32

15, 32
15
20

3.1

Group Company
As at 31 December As at 31 December

2005 2004 2005 2004
(Restated) (Restated)

21,786 66,302 — —
90 —_ 90 —
17,374 18,300 —_— 12,641
121,053 123,815 —_ —
— 12,641 —_ —
160,303 221,058 90 12,641
710,997 659,061 136,719 108,443
345,844 442,924 71,800 103,198
1,576,309 1,546,680 317,709 273,534
219,005 150,565 82,451 57,879
61,981 93,050 22,044 65,292
12,221 2,100 2,924 2,100
949,171 1,355,192 645,616 827,650
6,551 24,442 4,344 19.234

— 27,000 — 27,000
3,882,079 4,301,014 1,283,607 1,484,330
4,042,382 4,522,072 1,283,697 1,496,971
9,575,458 9.820.533 6,609,201 6,659,496
(684,738) (803.563) (297,659) (268,113)
5,693,379 5,519,519 5,325,594 5,175,166

The notes on pages 58 to 110 are an integral part of these financial statements.
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CONSOLIDATED INCOME STATEMENT

(All amounts expressed in RMB thousands unless otherwise stated)

Year ended 31 December

Note 2005 2004
(Restated)

Sales 5 10,019,857 8,620,687
Cost of goods sold 22 (6,978,719) (5.945,161)
Gross profit 3,041,138 2,675,526
Other gains — net 21 102,804 105,904
Selling and marketing costs : 22 (1,654,863) (1,423,953)
Administrative expenses 22 (770,791) (694,045)
Other operating loss — net 22 (138,987) (72,905)
Operating profit 579,301 590,527
Finance costs 24 (43,269) (74.737)
Share of loss of associates : (4,370) (25,325)
Profit before income tax 531,662 490,465
Income tax expense : 25(a) (188,356) (186.391)
Profit for the year 343,306 304,074
Attributable to:
Shareholders of the Company 306,589 285,163
Minority interests 36,717 18,911

343,306 304,074
Earnings per share for profit attributable to the shareholders

of the Company during the year (expressed in RMB per share)

— Basic 26 0.25 0.27
— Diluted 26 N/A 0.22
Dividends 27 209,315 196,233

The notes on pages 58 to 110 are an integral part of these consolidated financial statements.
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CONSQOLIDATED STATEMENT OF CHANGES IN EQUITY

(All amounts expressed in RMB thousands unless otherwise stated)

Minority
Attributable to shareholders of the Company interests Total
Proposed
Share Convertible Other final Accumulated
Note capital bonds reserves dividends losses
(Note 13) {Nore 14}  (Note 27)

Balance at 1 January 2004,

as previously reported as equity 1,060,000 923,738 2,523,453 212,000 (304,365) — 4,414,826
Balance at 1 January 2004,

as previously separately reported

as minority interests — — — — — 579.465 579,465
Balance at 1 January 2004, as restated 1,060,000 923,738 2,523,453 212,000 (304,365) 579,465 4,994,291
Dividends declared — — — (212,000) — — (212,000)
Other transfers — — 4331 — (4,331) — —
Profit for the year — — — — 285,163 18,911 304,074
Proposed dividends 27 - — — 196,233 (196,233) — —
Profit appropriation to surplus reserve 14 — — 58,104 — (58.104) — —
Profit appropriation to public

welfare fund 4 — — 45,515 — (45,515) — -
Translation difference — — (1,315) — — — (1,315)
[ssuance of convertible bond, net — 267,454 — — — — 267454
Transfer of equity interests in subsidiary — — — — — (54.043) (54,043)
Balance at 31 December 2004 1,060,000 1,191,192 2,630,088 196,233 (323,385) 544,333 5,298,461
Balance at 1 January 2005, as per above 1,060,000 1,191,192 2,630,088 196,233 (323,385) 544,333 5,298,461
Opening adjustment for the adoption

of HKFRS 3 2.1 — — — — 80,971 — 80,971
Opening adjustment for the adoption

of HKAS 39 2.1 — — — — 10,712 — 10,712
Balance at 1 January 2005, as restated 1,060,000 1,191,192 2,630,088 196,233 (231.702) 544,333 5.390,144
Dividends declared — — — (196.233) — (48.474) (244.707)
Profit for the year — — — — 306,589 36,717 343,306
Proposed dividends 27 — — — 209,315 (209.315) — —
Profit appropriation to surplus reserve 14 —_ — 52,858 — (52,858) — —
Profit appropriation to public

welfare fund 14 — — 47,430 — (47.430) — —
Conversion of convertible bonds 13 248,219 (1,191,192) 942,973 — — — —
Translation difference — — 223 — — — 223
Acquisition of a new subsidiary — — — — — 44,791 44,791
Disposal of a subsidiary 9fiti) — — — — — 2,328 2,328
Partial disposal of interests in

subsidiaries 9(i) — — — — — (1.119) (1,119)
Capital contribution from

minority shareholders — — — — - 250 250
Others — — — — — (2,140) (2,140)
Balance at 31 December 2005 1,308,219 — 3,673,572 209,315 (234,716) 576,686 3,533,076

The notes on pages 58 to 110 are an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

(Al amounts expressed in RMB thousands unless otherwise stated)

Year ended 31 December

Note 2005 2004

Cash flows from operating activities
Cash generated from operations 28(a) 1,365,514 1.558,881
Income tax paid (236,477) (130,877)
Interest received 16,886 18.854
Net cash generated from operating activities 1,145,923 1,446,858
Cash flows from investing activities
Acquisition of a subsidiary, net of cash acquired : 37 (174,732) 469
Purchase of property, plant and equipment,

construction-in-progress and intangible assets (317,275) (374,057)
Proceeds from sales of property, plant and equipment 43,307 32,174
Purchase to other long-term assets : — (2,159)
Acquisition of additional equity interests in subsidiaries — (192.,243)
Acquisition of associated companies and other investments : (1,500) (72,210)
Decrease in short-term bank deposits and pledged bank deposits 14,656 4,095
Cash received from derivative financial instruments 9,235 —
Dividends received 10 —
Net cash used in investing activities (426,299) (603,931)

719,624 842,927

Cash flows from financing activities

Proceeds from borrowings 28(b) 882,959 1.058.319

Repayment of borrowings 28(b) (1,417,599) (1,388.066)

Contribution from minority shareholders 250 —

Proceeds from issuance of convertible bonds 28¢b) —_ 270,275

Cash received upon conversion of convertible bonds 39,745 —

Interest paid (69,327) (62,150)

Dividends paid to Company’s shareholders 28(b) (195,409) (211,000)

Dividends paid to minority interests 28(b) (39,177) (29,929)
Net cash used in financing activities (798,558) (362,551)
Net (decrease)/increase in cash and cash equivalents ' (78,934) 480.376
Cash and cash equivalents at beginning of the year 1,330,327 849,765
Exchange (losses)/gains on cash and cash equivalents (3,102) 186
Cash and cash equivalents at end of the year 1,248,291 1,330.327

The notes on pages 58 to 110 are an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 GENERAL INFORMATION

Tsingtao Brewery Company Limited (the “Company”) was established in the People’s Republic of China (the “PRC”) on 16
June 1993. Tt obtained a business license as a Sino-foreign joint stock company on 27 December 1995. Its H shares have been
listed on the Main Board of The Stock Exchange of Hong Kong Limited since 15 July 1993 and its A shares have been listed
on the Shanghai Stock Exchange since 27 August 1993.

The Company and its subsidiaries (collectively referred to as the “Group”) are principally engaged in the production and
distribution of beer products. The Company’s registered address is Tsingtao Beer Tower, May Fourth Square, Hongkong
Zhong Road, Qingdao, the PRC.

Major acquisitions of the Group and the Company during the year are detailed in Note 31.

These consolidated financial statements are presented in Renminbi unless otherwise stated and they have been approved for
issue by the Board of Directors on 3 April 2006.

The English names of some of the companies referred to in the financial statements represent unofficial transiation of their
registered Chinese names by management and these English names have not been legally adopted by these entities.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies have been consistently applied to both 2004 and 2005 presented, unless otherwise stated.

2.1  Basis of preparation

The consolidated financial statements of Tsingtao Brewery Company Limited have been prepared in accordance with
Hong Kong Financial Reporting Standards (HKFRS). The consolidated financial statements have been prepared under
the historical cost convention, as modified by available-for-sale financial assets and derivative instruments which are
carried at fair value.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Company’s accounting
policies.

The adoption of new/revised HKFRS

In 2005, the Group adopted the new/revised standards and interpretations of HKFRS below, which are relevant to its
operations. The 2004 comparatives have been amended as required, in accordance with the relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies. Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 21 The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Ceosts

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 28 Investments in Associates

HKAS 32 Financial Instruments: Disclosures and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement

HKAS-Int 12 Scope of HKAS-Int 12 Consolidation — Special Purpose Entities
HKFRS 3 Business Combinations

FERERMERAE TSINGTAO BREWERY CO., LTD.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of preparation (Continued)
The adoption of new/revised HKFRS (Continued)

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16, 21, 23, 24, 27, 28, 33 and HKAS-Ints 12 did not result in
substantial changes to the Group’s accounting policies. In summary:

— HKAS 1 has affected the presentation of minority interest, share of net after-tax results of associates and other
disclosures.

— HKASs 2,7, 8,10, 16, 23, 27, 28, 33 and HKAS-Ints 12 had no material effect on the Group’s policies.

— HKAS 21 had no material effect on the Group’s policy. The functional currency of each of the consolidated
entities has been re-evaluated based on the guidance of the revised standard. Each of the Group entity has the
same functional currency and the presentation currency in Renminbi for the respective entity’s financial
statements as well as the Group consolidated financial statements.

— HKAS 24 has affected the identification of related parties and some other related-party disclosures.

The adoption of revised HKAS 17 has resulted in a change in the accounting policy relating to the reclassification of

payments for the acquisitions of land use rights from property, plant and equipment to operating leases. The up-front

prepayments made for the land use rights are expensed in the income statement on a straight-line basis over the period
of the lease or where there is impairment, the impairment is expensed in the income statement. In prior years, the land
use rights were accounted for at cost less accumulated depreciation and accumulated impairment.

The adoption of HKASs 32 and 39 has resulted in a change in the accounting policy relating to the classification of

financial assets at fair value through profit or loss and available-for-sale financial assets. It has also resulted in the

recognition of derivative financial instruments at fair value and the change in the recognition and measurement of

derivative financial instruments for hedging activities.

The adoption of HKFRS 3, HKAS 36 and HKAS 38 results in a change in the accounting policy for goodwill. Until 3]
December 2004, positive goodwill was:

— Amortised on a straight line basis over a period of 10 years; and
— Assessed for an indication of impairment at each balance sheet date.
Negative goodwill was:

— Recognised in the consolidated income statement over the weighted average useful lives of the identifiable
fixed assets acquired.

In accordance with the provisions of HKFRS 3 (Note 2.6):
For positive goodwill,

— The Group ceased amortisation of goodwill from 1 January 20035;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cConiinued)

Basis of preparation (Continued)
The adoption of new/revised HKFRS (Continued)

— Accumulated amortisation as at 31 December 2004 has been eliminated with a corresponding decrease in the

cost of goodwill;

— From the year ended 31 December 2005 onwards, goodwill is tested annually for impairment, as well as when
there is indication of impairment.

For negative goodwill,
— The carrying amount of the unamortised negative goodwill balance as at 1 January 2005 is derecognised at the
beginning of that period, with a corresponding adjustment to the opening balance of accumulated losses of the

Group.

The Group has reassessed the useful lives of its intangible assets in accordance with the provisions of HKAS 38. No

adjustment resulted from this reassessment.

All changes in the accounting policies have been made in accordance with the transition provisions in the respective
standards, wherever applicable. All standards adopted by the Group require retrospective application other than:

— HKAS 16 — the initial measurement of an item of property, plant and equipment acquired in an exchange of
assets transaction is accounted at fair value prospectively only to future transactions;

— HKAS 39 — does not permit to recognise, derecognise and measure financial assets and liabilities in accordance
with this standard on a retrospective basis. The Group applied the previous SSAP 24 “Accounting for investments
in securities” to investments in securities and also to hedge relationships for the 2004 comparative information.
The adjustments required for the accounting differences between SSAP 24 and HKAS 39 are determined and
recognised as at | January 2005; and

— HKFRS 3 — prospectively after | January 2005.

(i) The adoption of revised HKAS 17 resulted in:

As at 31 December

2005 2004

RMB’000 RMB’ 000

Decrease in property, plant and equipment (660,197) (595.593)
Increase in leasehold land and land use rights 660,197 595,593
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of preparation (Continued)

The adoption of new/revised HKFRS (Continued)

(ii) The adoption of HKFRS 3 and HKAS 38 resulted in:
As at
31 December 2005
RMB’000
Decrease in negative goodwill : 80,971
Decrease in accumulated losses 80,971
(iii)  The adoption of HKAS 39 resulted in an increase in opening'retained earnings at 1 January 2005 by approximately
RMB10.712,000 and the details of the adjustments to the balance sheet at 31 December 2005 and profit and
loss for the year ended 31 December 2005 are as follows:
As at
31 December 2005
RMB’000
Increase in derivative financial instruments (liabilities) 90)
Increase in accumulated losses 90)
For the year ended
31 December 2005
RMB’000
— Increase in other operating loss — net 10,802
No early adoption of the following new Standards or Interpretations that have been issued but are not yet
effective, which may be applicable to the Group. The Group has already commenced an assessment of the
impact of these new standards/interpretations but is not yet in a position to state whether they would have a
significant impact on its results of operations and financial position.
HKFRS 6 Exploration for and Evaluation of Mineral Resources
HKFRS — Int4 Determining whether an Arrangement contains A Lease
Consolidation

The consolidated financial statements include the financial statements of the Company and all its subsidiaries made up
to 31 December.

(a)

Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies
generally accompanying a shareholding of more than one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when assessing whether the
Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases.
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NOTES THE CONSOLIDATED FINANCIAL STATEMENTS

2

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Consolidation (Continued)

(a)

(6)

Subsidiaries (Continued)

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The
cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values at the acquisition date, irrespective of the extent of any minority interest. The
excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net assets acquired
is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary
acquired, the difference is directly recognised in the income statement (see Nore 2.6).

Inter-company transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Transactions with minority interests

The Group applies a policy of treating transactions with minority interests as equity transactions. Disposals to
minority interests will not result in gains and losses for the Group.

In the Company’s balance sheet the investments in subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted by the Company on the basis of dividend received and

receivable.
Associates

Associates are all entities over which the Group has significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for by
the equity method of accounting and are initially recognised at cost. The Group’s investment in associates
includes goodwill (net of any accumulated impairment loss) identified on acquisition (see Nore 2.6).

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement,
and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the
Group’s interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting policies of associates have been changed where necessary
to ensure consistency with the policies adopted by the Group.

In the Company’s balance sheet the interests in associated companies are stated at cost less provision for
impairment losses. The results of associated companies are accounted for by the Company on the basis of
dividend received and receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3

24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (coniinued)

Segment reporting

A business segment is a group of assets and operations engaged. in providing products or services that are subject to

risks and returns that are different from those of other business segments. A geographical segment is engaged in

providing products or services within a particular economic environment that are subject to risks and returns that are

different from those of segments operating in other economic environments.

Foreign currency translation

(a)

(b)

(c)

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of
the primary economic environment in which the entity operates (“the funciional currency™). The consolidated
financial statements are presented in RMB, which is the Company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement, except when deferred in equity as qualifying cash flow
hedges or qualifying net investment hedges.

Translation differences on non-monetary items, such as equity instruments held at fair value through profit or
loss, are reported as part of the fair value gain or lass. Translation difference on non-monetary items, such as
equities classified as available-for-sale financial assets, are included in the fair value reserve in equity.

Group companies

The results and financial position of all the group entities that have a functional currency different from the
Group’s presentation currency are translated into the Group’s presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet;

(i) income and expenses for each income statement are translated at average exchange rates (uniess this
average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the dates of the transactions);
and

(i)  all resulting exchange differences are recognised as a separate component of equity.
On consolidation, exchange differences arising from the translation of the net investment in foreign entities,
and of borrowings and other currency instruments designated as hedges of such investments, are taken to

shareholders’ equity. When a foreign operation is sold, such exchange differences are recognised in these
income statement as part of the gain or loss on sale.
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NQOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.5 Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and impairment losses. Historical cost
includes expenditure that is directly attributable to the acquisition of the items. Cost may include transfers from equity
of any gains/losses on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. All other repairs and maintenance are expensed in the income statement during the
financial period in which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate cost to their
residual values over their estimated useful lives, as follows:

Plants and buildings 20 — 50 years
Machinery 5 — 14 years
Motor vehicles 5 — 12 years
Other equipment 5 — 10 years

The assets’ residual values and useful lives are reviewed. and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Nore 2.7).

2.6 Intangible assets
(a) Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net
identifiable assets of the acquired subsidiary/associated company at the date of acquisition. Goodwill on

acquisitions of subsidiaries is included in intangible assets. Goodwill on acquisitions of associated companies
is included in investments in associated companies. Goodwill is tested annually for impairment and carried at

cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.
(b) Trademarks and licences
Trademarks and licences are shown at historical cost. Trademarks and licences have a definite useful life and

are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line method to
allocate the cost of trademarks and licences over their estimated useful lives (2 to 30 years).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2

2.6

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (Continued)

(c)

{d)

(e)

Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to
use the specific software. These costs are amortised over their estimated useful lives (three to five years).

Costs associated with developing or maintaining computer software programmes are recognised as an expense
as incurred. Costs that are directly associated with the production of identifiable and unique software products
controlled by the Group, and that will probably generate economic benefits exceeding costs beyond one year,
are recognised as intangible assets. Direct costs include the software development employee costs and an
appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful lives.
Research and development costs

Research costs are expensed as incurred. Costs incurred on development projects relating to the design and
testing of new or improved products are recognised as an intangible asset where the technical feasibility and
intention of completing the product under development has been demonstrated and the resources are available
to do so, costs are identifiable and there is an ability to sell:or use the asset that will generate probable future
economic benefits. Such development costs are recognised as an asset and amortised on a straight-line basis
over a period of not more than 5 years to reflect the pattern in which the related economic benefits are
recognised. Development costs that do not meet the above criteria are expensed as incurred. Development costs
previously recognised as an expense are not recognised as an asset in a subsequent period. No development
costs were capitalised during the year.

Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of any intangible asset is assessed and written
down immediately to its recoverable amount.

Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation, which are at least tested annually for

impairment and are reviewed for impairment whenever events or changes in circumstances indicate that the carrying

amount may not be recoverable. Assets that are subject to amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the

higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
g

grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.8 Investments

From 1 January 2004 to 31 December 2004:

The Group classified its investments in securities, other than subsidiaries, associates and jointly controlled entities, as

investment securities and other investments

(a) Investment securities

Investments in debt (other than held-to-maturity securities) and equity securities which were intended to be
held for an identified long-term purpose on a continuing basis, were classified as investment securities and are

included in the balance sheet at cost less any provision for impairment in value.

The carrying amounts of investment securities were reviewed at each balance sheet date to assess whether the
fair values had declined below the carrying amounts. When a decline other than temporary has occurred, the
carrying amounts of such securities were reduced to their fair values. The impairment losses were recognised

as expenses in the profit and loss account. These impairment losses were written back to the profit and loss

account when the circumstances and events that had led to the write-downs or write-offs cease to exist and

there was persuasive evidence that the new circumstances and events would persist for the foreseeable future.

Upon disposal or transfer of the investment securities, any gain or loss thereon was accounted for in the profit

and loss account.

(b) Other investments

Securities other than investment securities or held-to-maturity securities were classified as other investments

and were carried at fair value in the balance sheet. Any unrealised holding gain or loss on other investments

was recognised in the profit and loss account in the year when it arose.

Upon disposal or transfer of other investments, any gain or loss thereon was accounted for in the profit and

loss account.

From | January 2005 onwards:

The Group classifies its investments in the following categories: financial assets at fair value through profit or loss,

loans and receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends

on the purpose for which the investments were acquired. Management determines the classification of its investments

at initial recognition and re-evaluates this designation at every reporting date.

(a) Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those designated at fair value

through profit or loss at inception. A financial asset is classified in this category if acquired principally for the

purpose of selling in the short term or if so designated by management. Derivatives are also categorised as held

for trading unless they are designated as hedges. Assets in this category are classified as current assets if they

are either held for trading or are expected to be realised within 12 months of the balance sheet date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.8 Investments (Continued)

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market. They arise when the Group provides money, goods or services directly to a debtor

with no intention of trading the receivable. They are included in current assets, except for maturities greater

than 12 months after the balance sheet date. These are classified as non-current assets. Loans and receivables

are included in trade and other receivables in the balance sheet (Note 2.710).

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed

maturities that the Group’s management has the positive intention and ability to hold to maturity. During the

year, the Group did not hold any investments in this category.

(d) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified

in any of the other categories. They are included in non-current assets unless management intends to dispose of

the investment within 12 months of the balance sheet date.

Purchases and sales of investments are recognised on trade-date — the date on which the Group commits to purchase

or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not

carried at fair value through profit or loss. Investments are derecognised when the rights to receive cash flows from the

investments have expired or have been transferred and the Group has transferred substantially all risks and rewards of

ownership. Available for-sale financial assets and financial assets at fair value through profit or loss are subsequently

carried at fair value. Loans and receivables and held-to-maturity investments are carried at amortised cost using the

effective interest method. Realised and unrealised gains and losses arising from changes in the fair value of the

“financial assets at fair value through profit or loss” category are included in the income statement in the year in which

they arise. Unrealised gains and losses arising from changes in the fair value of non-monetary securities classified as

available-for-sale are recognised in equity. When securities classified as available-for-sale are sold or impaired, the

accumulated fair value adjustments are included in the income statement as gains or losses from investment securities.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of

financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged

decline in the fair value of the security below its cost is considered in determining whether the securities are impaired.

If any such evidence exists for available-for-sale financial assets. the cumulative loss — measured as the difference

between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously

recognised in the income statement — is removed from equity and recognised in the income statement. Impairment

losses recognised in the income statement on equity instruments are not reversed through the income statement.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.9 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average
method. The cost of finished goods and work in progress comprises design costs, raw materials, direct labour, other
direct costs and related production overheads (based on normal operating capacity). It excludes borrowing costs. Net
realisable value is the estimated selling price in the ordinary course of business, less applicable variable selling

expenses.

2.10 Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment. A provision for impairment of trade and other receivables
is established when there is objective evidence that the Group will not be able to collect all amounts due according to
the original terms of receivables. The amount of the provision is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the effective interest rate. The amount of the

provision is recognised in the income statement.

2.11 Cash and cash equivalent

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within

borrowings in current liabilities on the balance sheet.

2.12 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are incremental
costs that are directly attributable to the acquisition, issue or disposal of a financial asset or financial liability,
including fees and commissions paid to agents, advisers, brokers and dealers, levies by regulatory agencies and
securities exchanges, and transfer taxes and duties. Borrowings are subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over

the year of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the

liability for at least 12 months after the balance sheet date.

2.13 Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, if the
deferred income tax arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted
for. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by
the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred

income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available

against which the temporary differences can be utilised.
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2.14

2.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cContinued)

Deferred income tax (Continued)

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, and associates,
except where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that
the temporary difference will not reverse in the foreseeable future.

Employee benefit

(1)

(i)

(iii)

Retirement benefit obligations

The employees of the Group stationed in the PRC are covered by various government-sponsored pension plans.
These government agencies are responsible for the pension liability due to these employees. The Group
contributes on a monthly basis to these pension plans based on certain percentages of the salaries of the
employees, subject to a certain ceiling. Under these plans, the Group has no legal or constructive obligation for
retirement benefits beyond the contributions made. Contributions to these plans are expensed as incurred.

A subsidiary operating in Hong Kong has established a defined contribution mandatory provident fund scheme
in accordance with the Mandatory Provident Fund legislation of the government of Hong Kong. It makes
monthly contributions to the scheme based on 5% of the employees’ basic salaries with the maximum amount
of contribution made by the subsidiary and the employees being limited to HK$12,000 (equivalent to RMB12,720)
each per annum per employee. The Group’s contributions to the defined contribution retirement scheme are
expensed as incurred.

Employees leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave, maternity leave and paternity leave are not recognised until the time of
leave.

Bonus plans
The expected cost of bonus payments are recognised as a liability when the Group has a present legal or
constructive obligation as a result of services rendered by employees and a reliable estimate of the obligation

can be made.

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts
expected to be paid when they are settled.

Provision

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past events; it is
more likely than not that an outflow of resources will be required to settle the obligation; and the amount has been
reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same class of obligations may be small.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.16 Revenue recognition

Revenue comprises the fair value for the sale of goods and services, net of value-added tax, rebates and discounts and
after eliminating sales within the Group. Revenue is recognised as follows:

(a) Sales of goods

Sales of goods are recognised when a Group entity has delivered products to the customer, the customer has
accepted the products and collectibility of the related receivables is reasonably assured. The recorded revenue
is the gross amount of sale, including consumption and business tax, Such taxation are included in cost of
sales.

(b) Interest income

Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable
is impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash
flow discounted at original effective interest rate of the instrument, and continues unwinding the discount as
interest income. Interest income on impaired loans is recognised either as cash is collected or on a cost —
recovery basis as conditions warrant.

(c) Dividend income
Dividend income is recognised when the right to receive payment is established.
(d) Operating lease rental income
Operating lease rental income is recognised on a straight-line basis.
2.17 Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will
be received and the Group will comply with all attached conditions,

Government grants relating to costs are deferred and recognised in the income statement over the period necessary to
match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current liabilities as
deferred government grants and are recognised in the income statement on a straight line basis over the expected lives
of the related assets.

2.18 Operating lease

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are expensed
in the income statement on a straight-line basis over the period of the lease.

2.19 Dividends distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial statements in
the period in which the dividends are approved by the Company’s shareholders.
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2.20

3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Comparative

Certain figures of the 2004 comparative figures have been reclassified to conform with the current year presentation
according to HKFRS.

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group’s activities expose it to a variety of financial risks: foreign exchange risk, credit risk, liquidity risk and

cash flow and fair value interest rate risk. The Group’s overall risk management program focuses on the unpredictability

of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance.

(a)

()

(c)

(d)

Foreign exchange risk

The foreign exchange risks of the Group occur due to the fact that the Group has financing activities which are
denominated in foreign currencies, primarily with respect to the US dollars. The Group has entered into foreign
exchange forward contracts to manage the risk arising from certain recognised liabilities. The directors are of
the opinion that the Group’s remaining exposure to foreign exchange risk would be minimal.

Credit risk

Except for a receivable due from a customer and a related company jointly in the amount of approximately
RMB40.893,000 as at 31 December 2005 (Notre 32(b)), the Group has no significant concentration of credit

risk. It has policies in place to ensure that sales of products are made to customers with appropriate credit
history.

Liquidity risk

Most of the bank financing of the Group is in the form of short-term bank loans. As a result, the Group had net
current liabilities of approximately RMB684,738,000 as at 31 December 2005. The directors are confident that
the Group will be able to renew its short-term bank loan facilities upon maturity or to identify new sources of
financing to replace the current ones. In addition, the Group had unutilised banking facilities granted by certain
banks in an aggregate amount of approximately RMB2,9500,000,000 which the Group could utilise in order to
meet its short-term cash needs. As a result, the Directors do not consider there was significant liquidity risk as
at that date.

Cash flow and fair value interest rate risk
The Group does not have significant interest-bearing assets. The Group’s interest-rate risk which affects its
income and operating cash flows mainly arises from long-term borrowings, which mostly are issued at fixed

rates. They expose the Group to fair value interest-rate risk. The directors are of the opinion that future interest
rates are at an upward trend and believe that the Group’s future financial results will not be adversely affected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.2

FINANCIAL RISK MANAGEMENT (continued)

Accounting for derivative financial instruments and hedging activities
From 1 January 2004 to 31 December 2004:

Derivative financial instruments are designated as “hedging” or “non-hedging instruments”. The transactions which,
according to the Group’s policy for risk management, are able to meet the conditions for hedge accounting are
classified as hedging transactions; the others, although utilised for the purpose of managing risk (since the Group’s
policy does not permit speculative transactions), have been designated as “trading”. The Group records derivative
financial instruments at cost. The gains and losses on derivative financial instruments are included in the income
statement upon maturity to match against the underlying hedged transactions, where relevant.

For foreign exchange instruments designated as hedges, the premium (or discount) representing the difference between
the spot exchange rate at the inception of the contract and the forward exchange rate is included as finance income and
expenses in the income statement according to accrual accounting.

From 1 January 2005 onwards:

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivative
is designated as a hedging instrument, and if so, the nature of the item being hedged. The Group designates certain
derivatives as either: (1) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value
hedge); or (2) hedges of highly probable forecast transactions (cash flow hedges).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objective and strategy for undertaking various hedge transactions. The Group
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are
psed in hedging transactions are highly effective in offsetting changes in fair values of hedged items.
(a) Fair value hedge
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the
income statement, together with any changes in the fair value of the hedged asset or liability that are attributable
to the hedged risk.

(b) Derivatives that do not qualify for hedge accounting

For derivative instruments other than those qualified for hedge accounting, the changes in the fair value are
recognised immediately in the income statement.
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4  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgments are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

4.1  Critical accounting estimates and assumptions
The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,

seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

(a) Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting
policy stated in Note 2.7. The recoverable amounts of cash-generating units have been determined based on

value-in-use calculations.

For the year ended 31 December 2005, the Group had reported impairment losses amounting to RMB46,350,000

for impairment loss on goodwill based on such calculations,

If the revised estimated gross margin at 31 December 2006 had been 10% lower than management’s estimates
at 31 December 2005, the Group would need to reduce the carrying value of goodwill by RMB 4,279,000 in
2006.

If the revised estimated pre-tax discount rate applied to the discounted cash flows adopted in the value-in-use
calculations had been 10% higher than management’s estimates, the Group would need to reduce the carrying
value of goodwill by RMB 13,557,000 in 2006.

If the actual gross margin had been higher or the pre-tax discounted rate lower than management’s estimates,

the Group would not be able to reverse any impairment losses on goodwill recognized in the current year.
(b) Estimated impairment of property, plant and equipment

The Group also tests whether property, plant and equipment have suffered any impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable in accordance with the
accounting policy as stated in Note 2.7. Similar to impairment of goodwill, the recoverable amounts of the
property, plant and equipments have been determined based on value-in-use calculations. These calculations

require the use of estimates which are similar to (a) stated above.

For the year ended 31 December 2003, the Group had reported impairment losses amounting to RMB 141,545,000
for impairment loss on property, plant and equipment based on such calculations.
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4

4.1

(a)

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

Critical accounting estimates and assumptions (Continued)

(b) Estimated impairment of property, plant and equipment (Continued)

If the revised estimated gross margin at 31 December 2006 had been 10% lower than management’s estimates
at 31 December 2005, the Group would need to reduce the carrying value of property, plant and equipment by
RMB122,328,000 in 2006.

If the revised estimated pre-tax discount rate applied to the discounted cash flows adopted in the value-in-use
calculations had been 10% higher than management’s estimates, the Group would need to reduce the carrying
value of property, plant and equipment by RMB66,250,000 in 2006.

If the actual gross margin had been 10% higher or the pre-tax discounted rate had been 10% than management’s
estimates in 2006, the Group would be able to reverse the impairment losses by RMB37,813,000 and
RMB22,675,000 that arose on these assets recognized in the current year for the year ending 31 December

2006.

SEGMENT INFORMATION

Primary reporting format — geographical segment

The Group’s operating activities are mainly conducted in the PRC. An analysis by geographical segment is as follows:

Turnover
External sales

Inter-segment sales

Results
Segment results

Unallocated expenses, net

Operating profit
Finance costs
Share of loss of associates

Profit before income tax
Income tax expense

Profit for the year

Other information

Depreciation

Amortisation

Property, plant and
equipment impairment
losses

Goodwill impairment
losses

For the year ended 31 December 2005

Other
Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB’600 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note a)
3,176,886 983,235 2,429,194 3,163,791 266,751 - 10,019,857
226,626 403,067 55,950 84,887 - (770,530) -
3,403,512 1,386,302 2,485,144 3,248,678 266,751 (770,330) 10,019,857
513,371 {68,315) 47,057 76,202 40,933 — 609,248
(29,947)
579,301
(43,269)
4,370) - - - — - (4,370)
531,662
(188,356)
343,306
99,521 82,649 120,744 235,349 665 - 538,928
5367 3,592 6,879 20,716 - - 36,534
13,576 31,831 26,559 69,579 — - 141,545
— - 42,180 4,170 - - 46,350
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 SEGMENT INFORMATION (conrinued)

(a)  Primary reporting format — geographical segment (Continued)

For the year ended 31 December 2004
Other
Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas Eliminations ~ Consolidation
RMB'000 RMB 000 RMB’000 RMB’000 RMB000 RMB 000 RMB'000
(Note a)
Turnover
External sales 2,406,311 1,005,744 2,126,919 2.773,865 307,848 — 8,620,687
Inter-segment sales 255,957 172,964 55,060 26,522 522 (511.025) —
2,662,268 1,178,708 2,181,979 2,800,387 308,370 (511,025) 8,620,687
Results
Segment results 422,013 (35,393) 42,983 152,823 82,744 — 665,170
Unallocated expenses, net (74,643)
Operating profit 590,527
Finance costs (74,737
Share of losses
of associates {25.325) — — — —_ — (25,325)
Profit before income tax 490,465
Income tax expense {186,391)
Profit for the year 304,074
Other information
Depreciation 109,793 81,483 133,225 184,248 — — 508,749
Amortisation 9,117 3,213 6,935 5223 — — 24,508
Assets impairment losses 5.175 3,805 31,579 21,942 — — 62,501
As at 31 December 2005
Other
Qingdao Shandong Huabei Huanan
Region Regions Region Region Overseas  Eliminations  Consolidated
RMB’006 RMB’000 RMB’600 RMB’000 RMB’066 RMB’000 RMB’000
(Note a)
Assets
Segment assets 5,907,566 1,485,587 2,217,406 4,943,403 _ (5,735,037) 8,818,925
Interests in associates 21,789 —_ - - — — 21,789
Unallocated assets 734,744
9,575,458
Liabilities ’
Segment liabilities 1,176,343 1,246,351 1,603,185 3,484,597 — (3,726,943) 3,783,533
Unallocated liabilities 258,849
4,042,382
Capital expenditure 120,208 45,719 125,940 1,031,880 2,842 - 1,326,589
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 SEGMENT INFORMATION (Continued)

(a)  Primary reporting format — geographical segment (Continued)

Assets

Segment assets
Interests in associates
Unallocated assets

Liabilities
Segment liabilities
Unallocated liabilities

Capital expenditure

As at 31 December 2004

Other

Qingdao Shandong Huabei Huanan
Region Region Region Region Overseas Eliminations Consolidated
RMB'000 RMB 000 RMB'000 RMB 000 RMB000 RMB 000 RMB'000

(Note a)

6,087,513 1,207,272 2,283,693 4,105,188 — (4,809,010) 8,874,656
71,641 — — - — — 71,641
874,236
9,820,533
1,383,194 992,204 1,615,106 2,671,255 — (2,795,823) 3,865,936
656,136
4,522,072
121,747 46,227 660,992 573,756 — — 1,402,722

Note a: The segment represents sales of goods to regions (including Houg Kong) out of the PRC through the Group’s overseas
subsidiary or the Group's PRC branches and subsidiaries established for overseas sales. Separable segment assets and
liabilities are insignificant to the Group as a whole.

(b)  Secondary reporting format — business segment

The Group is mainly engaged in the production and distribution of beer products. Accordingly, no analysis of business

segment information is provided.

6 LEASEHOLD LAND AND LAND USE RIGHTS

Opening
Additions

Acquisition of subsidiaries (Note 31)

Amortisation
Disposa*

Group Company
2005 2004 2003 2004
RMB’600 RMB’000 RMB’000 RMB’000
595,593 536,277 67,336 69,147
1,064 3,583 —_ -
94,327 109,336 — —
(24,761) (13,644) (1,811) (1,811)
(6,026) (39,959 — —
660,197 595,593 65,525 67,336

As at 31 December 2003, no land use rights (2004: approximately RMB36,140,000) had been pledged as security for bank

loans (2004: approximately RMB38,000,0G0).

As at 31 December 2005, land use rights certificates (“Land Certificates™) of certain parcels of land of the Group with an
aggregate carrying amounts of approximately RMB28,479,000 (2004: RMB35,072,000) had not yet been obtained by the
Group. After consultation made with the Company’s legal counsel, the directors considers that there is no legal restriction for

the Group and the Company to apply for and obtain the land use right certificates. Accordingly, no provision for impairment

loss is considered necessary.
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6

LEASEHOLD LAND AND LAND USE RIGHTS (continued)

In addition, as at 31 December 2005, the operating facilities of certain subsidiaries of the Group were located on parcels of

allocated land (“Allocated Lands™) owned by certain local municipal governments. The carrying values of the associated
buildings and facilities constructed thereon were approximately RMB21,130,000 (2004: RMB21,885,000). The Company’s
directors consider that there is no significant adverse impact on the operations of the Group and accordingly, no provision for

fixed assets impairment is considered necessary.

7

(a)

PROPERTY, PLANT AND EQUIPMENT

Group

The movements in property, plant and equipment are as follows:

Plant and Motor Other Construction-
buildings Machinery vehicles equipment in-progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
At 1 January 2004
Cost 2,391,588 4,602,799 413,170 230,486 210,144 7,848,187
Accumulated depreciation
and impairment (522,263) (1,895,316) ¢170,119) (119,075) — (2,706,773)
Net book amount 1,869,325 2,707,483 243,051 111,411 210,144 5,141,414
Year ended 31 December 2004
Opening net book amount 1,869,325 2,707,433 243,051 111,411 210,144 5,141,414
Acquisition of subsidiaries 149,714 216,858 16,735 3,443 — 386,750
Disposal of subsidiaries — (7,434) (19.467) (1,015) —_ (27.916)
Additions 125,054 157,872 38,615 55,958 204,550 582,049
Transfers 79,655 263,485 502 8.441 (352,083) —
Disposals (56,477) (59,014) (31,842) (14,107) — (161,440)
Depreciation (68,842) (358,615) (41,540) (39,752) — (508.749)
Impairment charges (10,334) (45.864) (6,303) — —_ (62,501)
Closing net book amount 2,088,095 2,874,171 199,751 124,379 62,611 5,349,607
At 31 December 2004
Cost 2,717,532 5,275,859 397,818 280,490 62,611 8,734,310
Accumulated depreciation
and impairment (629,437) (2,401,088) (198,067) (156,111) — (3.384,703)
Net book amount 2,088,095 2,874,711 199,751 124,379 62,611 5,349,607
At 1 January 2005
Opening net book amount 2,088,095 2,874,771 199,751 124,379 62,611 5,349,607
Acquisition of subsidiaries (Note 31) 108,657 270,557 1,497 —_ — 380,711
Disposal of subsidiaries (12,173) (15,420) (1,489) (284) — (29,366)
Additions 27,685 46,223 27,715 34,174 179,311 315,108
Transfers 29,607 97,849 1,737 5,713 (134,906) —
Disposals (19,085) (30,386) (2,826 (19,326) — (71,623)
Depreciation (85,572) (368,179) (40,732) (44,445) — (538,928)
Impairment charges (note a) (2,924) (124,560) (14,061) — — (141.545)
Closing net book amount 2,134,290 2,750,855 171,592 100,211 107,016 5,263,964
At 31 December 2005
Cost 2,841,258 5,454,156 396,518 283,916 107,016 9,082,864
Accumulated depreciation
and impairment (706,968) (2,703,301) (224,926) (183,705) — (3,818,900)
Net book amount 2,134,290 2,750,855 171,592 100,211 107.016 5,263,964
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(b)

PROPERTY, PLANT AND EQUIPMENT (continued)
Company
The movements in fixed assets are as follows:

Plant and Motor Other Construction-
buildings Machinery vehicles equipment  in-progress Total
RMB’000 RMB’000 RMB 000 RMB’000 RMB’000 RMB’000

At 1 January 2004

Cost 528,375 1,257,860 139,670 99,070 68,347 2,093,322
Accumulated depreciation

and impairment (137,023) (756,365) (87,639 (48,651) — (1,029,678)
Net book amount 391,352 501,495 52,031 50,419 68,347 1,063,644
Year ended 31 December 2004
Opening net book amount 391,352 501,495 52,031 50,419 68,347 1,063,644
Additions 9,259 22,602 8,951 24,456 27,737 93,005
Transfers 17,607 45,747 — 5.350 (68,704) —
Disposals (85) (6.991) (21,098} (369) — (28,543)
Depreciation (13,381) (74,438) (12,792) (17,440) — (118,051)
Impairment charges (1,180) (3,946) — — — (5,126)
Closing net book amount 403,572 484,469 27.092 62,416 27,380 1,004,929
At 31 December 2004
Cost 554,306 1,301,478 107,402 123,975 27,380 2,114,541
Accumulated depreciation

and impairment (150,734) (817,009) (80,310) (61,559) — (1,109,612)
Net book amount 403,572 484,469 27,092 62,416 27,380 1,004,929

At 1 January 2005

Opening net book amount 403,572 484,469 27,092 62,416 27,380 1,004,929
Additions 76 13,946 1,403 18,714 55,112 89,251
Transfers 1,374 19,351 308 3,084 (24,117) —
Disposals (8,917) (7,118) (149) 91N (2,788) (19,889)
Depreciation (13,524) (69,462) (9,792) (17,899) — (110,677
Impairment charges — (1,416) {12,000) (160) — (13,576)
Closing net book amount 382,581 439,770 6,862 65,238 55,587 950,038
At 31 December 2005
Cost 542,330 1,236,738 107,703 137,356 55,587 2,079,714
Accurmulated depreciation

and impairment (159,749) (796,968) (100,841) (72,118) — (1,129,676)
Net book amount 382,581 439,770 6,862 65,238 55,587 950,038

As at 31 December 20035, approximately RMB12,500,000 (2004: RMB239,430,000) buildings, plant and machinery,
motor vehicles and other equipment had been pledged as security for RMB 10,000,000 bank loans of the Group (2004:
RMB147.500,000) (Note 15).
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7 PROPERTY, PLANT AND EQUIPMENT (consinued)

As at 31 December 2005, ownership certificates of certain buildings (“Building Ownership Certificates™) for certain
buildings of the Group with respective carrying values of approximately RMB310,204,000 (2004: RMB310,844,000)
had not yet been obtained. After consultation made with the Company’s legal adviser, the Company’s directors
consider that there is no legal restriction for the Group to apply for and obtain the Buildings Ownership Certificates
and Land Certificate and there will not be any significant adverse impact on the operations of the Group. Accordingly,
no provision for fixed assets impairment is considered necessary.

Note a: The directors of the Company performed an impairment assessment on the carrying value of fixed assets of the Group as at
31 December 2005 based on the accounting policies laid down in Note 2.7. As a result of such an assessment, an impairment
loss of RMB141,545,000 relating to fixed assets of certain subsidiaries of the Company had been recognised.

(a)

INTANGIBLE ASSETS

Group

The movements in intangible assets are as follows:

Goodwill  Trademarks Technology Software
(1if) (i) know-how (ii} and Others Total

RMB’000 RMB’000 RMB’000 RMB 000 RMB'000
At 1 January 2004
Cost 194,520 103,346 18,629 23,689 340,184
Accumulated amortisation (43,214) (26,620) (8,383) (4,926) (83,143)
Net book amount 151,306 76,726 10,246 18,763 257,041
Year ended 31 December 2004
Opening net book amount 151,306 76,726 10,246 18,763 257,041
Additions — 151 — 9,637 9,788
Acquisition of a subsidiary 85,858 — — 60 85,918
Amortisation (23,163) (2,606) (2,196) (2,159) (30,124)
Closing net book amount 214,001 74,271 8,050 26,301 322,623
At 31 December 2004
Cost 280,378 103,497 18,629 33,386 435,890
Accumulated amortisation (66,377) (29,226) (10,579) (7,085) (113,267)
Net book value 214,001 74,271 8,050 26,301 322,623
Year ended 31 December 2005
Opening net book amount 214,001 74271 8,050 26,301 322,623
Acquisition of a subsidiary (note 31) 115,975 9,512 — — 125,487
Additions — — — 4,500 4,500
Amortisation — (7,537 (1,863) (2.393) (11,793)
Disposal (9,748) (5,231) — — (14,979)
Impairment charge (46,350) — —_ — (46,330)
Closing net book amount 273,878 71,015 6,187 28,408 379,488
At 31 December 2005
Cost 320,228 107,778 18,629 37,886 484,521
Accumulated amortisation and impairment loss (46,350) (36,763) (12,442) (9,478) (105,033)
Net book value 273,878 71,015 6,187 28,408 379,488
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(b)

INTANGIBLE ASSETS {Continued)

Company

At 1 January 2004
Cost
Accumulated amortisation

Net book amount

Year ended 31 December 2004

Opening net book amount
Addition
Amortisation

Closing net book amount
At 31 December 2004
Cost

Accumulated amortisation

Net book value

Year ended 31 December 2005

Opening net book amount
Addition

Amortisation

Closing net book amount
At 31 December 2005
Cost

Accumulated amortisation

Net book value

(i) Trademarks

Trademarks Software
(i) and others Total
RMB’000 RMB’000 RMB’000
100,000 8,922 108,922
(26,250) (1,304) (27,554)
73,750 7,618 81,368
73,750 7,618 81,368
— 1,166 1,166
(2,437) (966) (3,403)
71,313 7,818 79,131
100,000 10,088 110,088
(28.687) (2,270) (30,957)
71,313 7,818 79,131
71,313 7,818 79,131
— 3,614 3,614
(2,437) (1,119) (3,556)
68,876 10,313 79,189
100,000 13,702 113,702
(31,124) (3,389) (34,513)
68,876 10,313 79,189

Trademarks mainly include the “TSINGTAO BEER” trademark which was injected by the founding shareholders
into the Company on 16 June 1993 as their capital contributions. The recorded value of the trademark was

assessed based on the results of a valuation approved by the State-Owned Assets Administration Bureau of the

PRC.

In the opinion of the directors, the above trademark is essential to the operations of the Company and it is

expected to bring enduring economic benefits to the Group and the Company continuously which exceed its

carrying value. Therefore, it is amortised over a period of 40 years.

P S |
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

8 INTANGIBLE ASSETS (continued)

(i)

(ii)

(iii)

Trademarks (Continued)

Other trademarks were acquired as a result of acquisitions of certain subsidiaries. They are amortised over
their estimated useful lives ranging from 5 to 10 years. The costs of these intangible assets were recognised
according to their fair value at the respective dates of acquisition.

Technology known-how

Technology know-how was injected by a minority shareholder of a subsidiary into that subsidiary during its re-
organisation. It was recorded at a value agreed among all the shareholders of that subsidiary and is amortised
over an expected period of inflow of economic benefits of 10 years.

Goodwill

Impairment tests for goodwill

Goodwill is allocated to the Group’s cash-generating unites (CGUs) identified according to the geographical
market and operation.

A summary of the goodwill allocation before impairment provision is presented below.

2005 2004

RMB’000 RMB’000

* Nanning Company (“Guangxi™) 130,896 14,921

* Three Ring/* Beifang Sales (“Beijing”) 24,643 24,643
* Fuzhou Company/* Xiamen Company/* Zhangzhou

Company/* Xiamen Sales (“Dongnan’) 114,031 114,031

* Gansu Nongken 39,735 39,735

Others 10,923 20,671

320,228 214,001

* defined in Note 9

The recoverable amount of a CGU is determined based on value-in-use calculations with the support of
valuation performed by independent third party valuer in November 2005. These calculations/assessment employ
cash flow projections based on financial budgets approved by management covering a five-year period. Cash
flows beyond the five-year period are extrapolatéd using the estimated growth rates stated below. The growth
rate does not exceed the long-term average growth rate of the brewery industry in the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

8 INTANGIBLE ASSETS (Continued)
(iii) Goodwill {Continued)

Key assumptions used for value-in-use calculations

Gansu

Guangxi Beijing Dongnan Nongken

Expected gross margin of product sales 16% 15% 29% 25%
Weighted average growth rate 3% 3% 3% 3%
Discount rate 12.17% 12.17% 11.95% 12.38%

These assumptions have been used for the analysis of each CGU.

Management of the Company determined the budgeted gross margin based on past performance achieved by
the CGUs and its expectation of the future market development. The weighted average growth rates used are
consistent with the PRC brewery industry forecasts included in industry reports. The discount rates used are

pre-tax and reflect specific risks relating to the relevant CGUs.

As a result of such assessment, goodwill associated with Beijing and Gansu Nongken had been assessed to be

impaired by approximately RMB4,477.000 and RMB37,703,000 due to changes in market conditions.

9 INVESTMENTS IN AND LOANS TO SUBSIDIARIES

Company
2005 2004
RMB’060 RMB’000
Unlisted equity investments — cost less impairment provisions 1,722,295 1,884,750
Loans to subsidiaries 2,735,123 2,345,371

The loans to subsidiaries are entrusted loans arranged through the Bank of Communications and the Industrial and
Commercial Bank of China. All these entrusted loans are unsecured and will reach maturity within one year. Entrusted
loans amounting to approximately RMB1,555,150,000 (2004: RMB1,428,320,000) are interest-free, while the remaining

balances are interest-bearing at rates ranging from 2% to 5.02% per annum (2004: 2% to 5.02% per annum).

None of the subsidiaries had any loan capital outstanding at 31 December 2005 or at any time during the year. As at 31
December 2005, approximately RMB2,545,320,000 of the loans to subsidiaries were regarded as quasi capital contributed

by the Company.

In the opinion of the directors, the underlying value of each of the investment in subsidiaries as at 31 December 2005

was not less than their carrying value as at that date.

HEEERMGERAF TSINGTAO BREWERY CO..LTD.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(i)

INVESTMENTS IN AND LOANS TO SUBSIDIARIES (consinued)

Particulars of the principal subsidiaries of the Company

Name of subsidiaries

Place of
Establishment and
principal operation

Registered capital

Equity interest held
by the Company (%)

Principal activities

Tsingtao Brewery Huanan Holding Company
Limited (“Huanan Holding Company™) {b)

Tsingtao Brewery {Zhuhai) Company Limited
("Zhuhai Company”) (b)

Tsingtao Brewery (Sanshui) Company Limited

Tsingtao Brewery (Chenzhou) Company Limited
{“Chenzhou Company”)

Tsingtao Brewery (Huangshi) Company Limited

Tsingtao Brewery (Yingcheng) Company Limited

Shenzhen Tsingtao Beer Asahi Company Limited
(“Shenzhen Asahi™)

Shenzhen Tsingtao Brewery Sales Company
Limited (“Shenzhen Sales Company™) (b)

Tsingtao Brewery (Changsha) Company Limited

Tsingtao Brewery Huadong Holding
Company Limited

Tsingtao Brewery Huadong Shanghai
Sales Company Limited

Tsingtao Brewery Huadong Nanjing

Sales Company Limited
Tsingtao Brewery (Shanghai) Company Limited
Tsingtao Brewery {Wuhu) Company Limited
Tsingtao Brewery (Maanshan) Company Limited
Tsingtao Brewery Shanghai Songjiang

Company Limited
Tsingtao Brewery (Shouguang) Company Limited

Tsingtao Brewery (Weifang) Company Limited

Tsingtao Brewery No. 3 Company Limited

Shenzhen, the PRC

Zhuhai, the PRC

Sanshui, the PRC

Chenzhou, the PRC

Huangshi, the PRC

Yingcheng, the PRC

Shenzhen, the PRC

Shenzhen, the PRC

Changsha, the PRC

Shanghai, the PRC

Shanghai, the PRC

Nanjing, the PRC

Shanghai, the PRC

Waohy, the PRC

Maanshan, the PRC

Shanghai, the PRC

Shouguang, the PRC

Weifang, the PRC

Pingdu, the PRC

RMB200,000,000

RMB60,000,000

RMB41,335,503

RMB70,000.000

RMB3,000.000

RMBS.000,000

US530.000,000

RMB20,000,000

RMB68,000,000

RMB100.000,000

RMB3,000.000

RMB1,000,000

RMBS50,000,000

RMB20,000,000

RMB35,000:000

1J8$36.640,000

RMB60,606.060

RMB3.000,000

RMB10,000,000

Directly Indirecily
95% -
- 72.83%
- 71.25%
— §4.36%
— 90.25%
-~ 90.25%
51% —
95% -
0% 28.5%
95% —
- 94.05%
- 93.88%
-~ 90.25%
— 85.50%
— 91.25%
5% —
99% —
0% -
93% -

Investment holding

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and urading
of beer

Domestic trading of beer

Manufacture and domestic
trading of beer

Investment holding

Domestic trading of beer

Domestic trading of beer

Manufacture and domestic
irading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer
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INVESTMENTS IN AND LOANS TO SUBSIDIARIES (Continued)

Particulars of the principal subsidiaries of the Company (Continued)

Name of subsidiaries

Place of
Establishment and
principal operation

Registered capital

Equity interest held
by the Company (%)

Principal activities

Tsingtao Brewery (Xuzhou) Company Limited

Xuzhou Pengcheng Brewery Sales Company

Tsingtao Brewery {Xuzhou Pengcheng)
Company Limited

Tsingtao Brewery (Xuecheng) Company Limited
Tsingtao Brewery (Tengzhou) Company Limited
Tsingtao Brewery (Taierzhuang) Mait

Company Limited

Beijing Three Ring Asia Pacific Beer
Company Limited (“Three Ring”)

Beijing Five Star Tsingtao Brewery
Company Limited

Tsingtao Brewery (Fuzhou) Company
Limited (“Fuzhou Company”)

Tsingtao Brewery (Langfang) Company Limited
Tsingtao Brewery Xian Company Limited
(“Xian Company”) (c)

Tsingtao Brewery (Gansu) Company Limited
(“Gansu Nongken") ¢}

Tsingtao Brewery Wuwei Company Limited (c)

Tsingtao Brewery Weinan Company Limited

Tsingtao Brewery (Anshan) Company Limited

Tsingtao Brewery (Xingkaihu) Company Limited

Tsingtao Brewery (Mishan) Company Limited

Peixian, the PRC

Xuzhou, the PRC

Pengcheng, the PRC

Xuecheng, the PRC

Tengzhou. the PRC

Taierzhuang, the PRC

Beijing, the PRC

Beijing, the PRC

Fuzhou, the PRC

Langfang, the PRC

Xian, the PRC

Lanzhou, the PRC

Lanzhou, the PRC

Weinan, the PRC

Anshan, the PRC

Jixi, the PRC

Mishan, the PRC

== g owe I ORL A A LA\ ]

RMB39,336,899

RMBS,000.000

RMBS3,000,000

RMB45,000,000

RMB 15,000,000

RMB3,000,000

1U8528,900,000

RMB&62,000,000

US$26,828,100

RMB20,000,000

RMB222,200,000

RMB174,420,800

RMB36,100,000

RMB30,000,000

RMB35(,000,000

RMB20,000,000

RMB20,000,000

Directly Indirectly
66% —

- 83.90%

90% -
85% —
95% —
- 86.20%

29% 25%
37.64% 25%
5% 25%
— 72.30%
76.10% —
50% 5.06%

- 54.90%

28% 54.79%

60% —

95% —

95% —

TSINGTAO BREFWERY CO ITh

Manufacture and domestic
trading of beer

Trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of malt

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufactare and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer




NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS

()

INVESTMENTS IN AND LOANS TO SUBSIDIARIES (conrinued)

Particulars of the principal subsidiaries of the Company (Continued)

Name of subsidiaries

Place of
Establishment and
principal operation

Registered capital

Equity interest held
by the Company (%)
Directly Indirectly

Principal activities

Tsingtao Brewery (Haerbin) Company Limited

Tsingtao Brewery (Penglai) Company Limited

Tsingtao Brewery (Rongcheng) Company Limited

Tsingtao Brewery Import/Export Company Limited

Tsingtao Brewery (No. 5) Company Limited

Tsingtao Brewery Kai Fa Company Limited

Tsingtao Brewery (Pingyuan) Company Limited

Tsingtao Brewery (Rizhao) Company Limited

Tsingtao Brewery (Heze) Company Limited

Tsingtao Brewery (Chongging) Company Limited

Tsingtao Brewery (Taizhou) Company Limited

Tsingtao Brewery {Hong Kong) Trading

Company Limited

Tsingtao Brewery (Hanzhong) Company Limited

Tsingtao Brewery (Doumen) Malt Company

Limited (*Doumen Company”) {b)

Tsingtao Brewery {Luzhou) Company Limited

Tsingtao Brewery {Nanjing) Company Limited

Tsingtao Brewery (Sugian) Company Limited

Haerbin, the PRC

Penglai, the PRC

Rongcheng, the PRC

Qingdao, the PRC

Qingdao, the PRC

Qingdae, the PRC

Pingyuan, the PRC

Rizhao, the PRC

Heze, the PRC

Chongging, the PRC

Taizhou, the PRC

Hong Kong

Hanzhong, the PRC

Zhuha, the PRC

Luzhou, the PRC

Nanjing, the PRC

Sugian, the PRC

b A =Gt R Y TR AN =4 B AN |

RMB22,000,000
RMB37,500,000
RMB20,000.000
RMB11,000,000
RMB34,610.000

RMB1,320,000

RMBS,000,000
RMB10,000.000
RMB10,000.000
RMB7,000,000
RMB10,000,000
HKS500,000
RMB29.410,000
RMB10,000,000

RMB! 11,110,000

U$$5.000.000

RMB 10,000,000

95% -

70% -

97.73% —

93.79% -

100% -

90% -

95% —

90% -

95% -

— 90.25%

100% -

— 50.23%

- 85.82%

95% -

75% -

95% —

TQINCTAMN RRTWLETIV A/ T

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Import/Export trading
of beer

Manufacture and domestic
trading of beer

Domestic trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beet

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of heer

Trading of Tsingtao beer
in Hong Kong

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of malt

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer

Manufacture and domestic
trading of beer




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

®

INVESTMENTS IN AND LOANS TO SUBSIDIARIES (continued)

Particulars of the principal subsidiaries of the Company (Continued)

Name of subsidiaries

Place of
Establishment and
principal operation

Registered capital

4

Equity interest held
by the Company (%}
Directly Indirectly

Principal activities

Tsingtao Brewery Beifang Sales Company Limited
("Beifang Sales™)

Tsingtao Brewery Haerbin Northeast Sales
Company Limited

Tsingtao Brewery (Laoshan) Company Limited

Tsingtao Brewery (Tengzhou) Huaihai Sales
Company Limited

Tsingtao Brewery (Suzhou) Company Limited

Tsingtao Brewery Huadong Hangzhou Sales
Company Limited

Tsingtao Brewery Huadong Suzhou Sales
Company Limited

Tsingtao Brewery Xinan Sales Company Limited

Tsingtao Brewery (Suizhou) Company Limited

Tsingtao Xianghong Shangwu Company Limited
(“XHC™) (a)

Tsingtao Brewery Chenzhou Sales Company
Limited

Tsingtao Brewery Luzhong (Weifang) Sales
Company Limited

Tsingtao Brewery (Xiamen) Company Limited
(“Xiamen Company”)

Tsingtao Brewery (Zhangzhou) Company
Limited (“Zhangzhou Company”)

Tsingtao Brewery (Xiamen) Sales
Company Limited (“Xiamen Sales”)

Tsingtao Brewery Taizhou Sales Company
Limited (“Tai Zhou Sales Company™)

Tsingtao Beer Haifeng Warchouse Company
Limited

Tsingtao Brewery {Yangzhou) Company
Limited (“Yangzhou Company”) (b)

Beijing, the PRC

Haerbin, the PRC

Qingdao, the PRC

Tengzhou, the PRC

Taicang, the PRC

Hangzhou, the PRC

Suzhou, the PRC

Chengdu, the PRC

Suizhou, the PRC

Qingdao, the PRC

Chenzhou, the PRC

Weifang, the PRC

Xiamen, the PRC

Zhangzhou, the PRC

Xiamen, the PRC

Taizhou, the PRC

Qingdao, The PRC

Yangzhou, The PRC

HFEWIEEGAERAA

RMB29,980,000
RMB10,000,000
RMB16,635,592
RMB500,060
RMB5,000,000
RMB1,000,000
RMB3,000,000

RMB2,000,000
RMB24,000,000

RMB6,000,000
RMBL,000,000
RMB2,000,000
RMB90,000,000
RMB38,880,000
RMB1,000,000
RMBS6,800,000
RMB10,000,000

RMB3,000,000

80% 10.84%

I~
[N
n
=

85% 14.

50% 46.90%

— 90%

10% 85.50%

- 94.05%
- 76.10%
60% 38%
- 85.50%
95% -
- 94.47%
— 90.30%
5% 25%
90% -
— 95%
— 48.45%
— 53.75%
20% -~

TSINGTAO BREWERY CO., LTD.

Domestic trading of beer

Domestic trading of beer

Manufacture and domestic
trading of beer

Domestic trading of beer

Manufacture and domestic
trading of beer

Domestic trading of beer

Domestic trading of beer

Domestic trading of beer

Manufacture and domestic
trading of beer

Car rental services

Domestic trading of beer

Domestic irading of beer

Manufacture and Domestic
trading of beer

Manufacture and domestic
trading of beer

Domestic trading of beer

Domestic trading of beer

Warehousing, packaging
and logistics

Manufacture and Domestic
trading of beer
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9 INVESTMENTS IN AND LOANS TO SUBSIDIARIES (Continued)
(i) Particulars of the principal subsidiaries of the Company (Conrinued)

(a) In July 20035, the Company and Tsingtao Brewery Group Company Limited (“TB Group Company”) contributed
additional cash capital of RMB4,750,000 and RMB250,000 respectively, to XHC. After the capital injection,
the registered capital of XHC was increased from RMB1,000,000 to RMB6,000,000. The legal procedure was
completed in August 2005 and the equity interest in XHC held by the Company remains unchanged.

b) Pursuant to an agreement signed between the Company and TB Group Company in December 2004, the
majority equity owner of Yangzhou Company, TB Group Company, entrusted the Company to control the
operation and management of Yangzhou Company. In addition. a majority of the members of the board of
directors of Yangzhou Company were also appointed by the Company. Accordingly, Yangzhou Company has
been consolidated as a subsidiary of the Group since the Group has control over its financial and operating
policies.

In June 2005, Zhuhai Company and Doumen Company, entered into a merger agreement, pursuant to which,
Doumen Company was merged with Zhuhai Company. The legal procedure was completed on 23 December
2005. The registered capital of Zhuhai Company and the equity interests held by the Company remained
unchanged. The transaction did not result in any gain or loss reported by the Group.

In October 2005, Huanan Holding Company and Shenzhen Sales Company, both were subsidiaries of the
Company, entered into a merger agreement. Pursuant to the agreement, Huanan Holding Company was merged
with Shenzhen Sales Company. The registered capital of Shenzhen Sales Company was also increased from
RMB200,000,000 to RMB220,000,000 and the equity interests held by Shenzhen Sales Company remained
unchanged. Up to the date of approval of these financial statements, the respective legal procedure had not yet

been completed. The transaction did not result in any gain or loss reported by the Group.

(c) During the year, the directors of the Company approved an equity transfer agreement entered into between the
Company and Xian Company, a subsidiary of the Company, that the Company transferred its 50% equity
interests of Gansu Nongken to Xian Company at a consideration of approximately RMB50,926,000. In January
2006, the relevant registration procedures have been completed up to the date of the approval of this financial
statements.

(d) In October 20035, the legal procedure for the deregistration of Tsingtao Brewery (Tianmen) Company Limited
(“Tianmen Company”), a formerly consolidated subsidiary, was completed.

As at 31 December 2005 and 2004, all the subsidiaries owned by the Company are limited liabilities companies.

(i)  Newly acquired subsidiary

Registered and Equity interest held
Name of new subsidiaries Place of establishment paid-in capital by the Company (%) Principal activities

Direcily Indirectly

Tsingtao Brewery (Nanning) Company Limited Nanning, the PRC RMB730,000,000 — 71.25%  Manufacture and domestic

("Nanning Company™) trading of beer

In May 2004, Huanan Holding Company, a subsidiary of the Company, and Tailian Brewery (Cayman Islands) Company
Limited (“Tailian Brewery”) entered into an equity transfer agreement, pursuant to which, Huanan Holding Company
undertook to acquire an additional 45% equity interest of Nanning Company (a then 28.5% indirectly owned associate
of the Company) from Tailian Brewery at a consideration of approximately RMB200,880,000. The acquisition was
completed on 28 February 2005. After the acquisition, the effective equity interest indirectly held by the Company
increased from 28.5% to 71.25% and Nanning Company also became a subsidiary of the Company. Goodwill of
approximately RMB 115,975,000 was recognised in the acquisition (see Nore 31 for details).

FEWEREMTERAE TSINGTAO BREWERY CO.. I.TD. ~



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9 INVESTMENTS IN AND LOANS TO SUBSIDIARIES (continuea)

In September 2005, the Company and the other two independent third parties entered into a capital transfer agreement
that the Company sold its 95% equity interest in Tsingtao Brewery (Angiu) Company Limited (“Anqiu Company”) to
one of independent third parties at a consideration of RMB1. The Company also agreed to waive the repayment of an
entrusted loan and intercompany receivable balance due by Anqiu Company to the Group and assume the obligation to
repay a bank loan of Auqiu Company of RMB3,000,000. The relevant legal procedure was completed in October 2005.
A gain amounting to approximately RMB8,722 000 was recognised from the transaction, after taking into account the

carrying values of the interests disposed and reversal of impairment provision made against the investment set up in

(iii)  Subsidiary disposed
prior years.
10 INTEREST IN ASSOCIATES

Unlisted investments, at cost
Share of results of associates

Group Company
2005 2004 2005 2004
RMB’000 RMB’000 RMB’000 RMB'000
26,159 96,160 7,498 5.998
(4,370) (24,519 — —
21,789 71,641 7,498 5,998

In the opinion of the Directors, as at 31 December 2005, the underlying values of the associates were not less than the carrying

amounts of these investments.

As at 31 December 2005, particulars of the principal associates of the Group are as follows:

Place of Equity Interests
establishment and Registered held by the
Name of associated companies Principal operations Capital Group (%) Principal Activities
directly indirectly
Qinghua International Trade Development Company Canada US§$500,000 50% —  Trading
Limited (*Qinghua International”)
Liaoning Shenging Tsingtao Brewery Company Limited Shenyang, the PRC RMB2.000,000 30% —  Domestic trading of beer
(“Liaoning Shenging™)
Tsingtao Beer and Asahi Beverages Company Limited Qingdao, the PRC RMBS0,000.000 — 3752%  Manufacture and domestic
("Asahi Beverage”) trading of tea beverages
Tsingtao Brewery Import Export SARL France Euro100,000 40% —  Import and export sales
of beer
Tsingtao Brewery (AUST) PTY. LTD. Australia Aus250,000 49% —  Import and export sales
of beer
Qingdao Zhaoshang Logistics Company Limited Qingdao, the PRC RMB10,000,000 30% —  Logistic services and

(*Zhaoshang Logistics™) (a)

FHWMERSAERLE

TSINGTAO BREWERY CO., LTD.

management
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10

(®)

11

INTEREST IN ASSOCIATES (Continued)

In April 2005, the Company and the other two equity owners of Zhaoshang Logistic contributed additional cash capital
of RMB1,500,000, RMB2,250,000 and RMB 1,250,000, respectively into Zhaoshang Logistics. After the capital injection,
the registered capital of Zhaoshang Logistics was increased from RMB3,000,000 to RMB 10,000,000, The legal
procedures were completed in July 2005 and the equity interest of Zhaoshang Logistics held by the Company remains

unchanged.

As mentioned in Notes 9(ii) and 31, the Group acquired additional equity interests in a then associate, Nanning

Company, during the current year and Nanning Company became a subsidiary of the Company after such acquisition.

INVENTORIES

Raw materials, packaging materials and auxiliary materials

Work-in-progress

Finished goods

Less: Write-down of inventories to net realisable value

Inventories, net

Group Company
As at 31 December As at 31 December

2005 2004 2005 2004
RMB’000 RMB’000 RMB’000 RMB’000
1,173,623 1,147,447 133,597 148,215
177,770 162,750 38,974 39,696
128,873 114,278 53,674 34,544
1,480,266 1,424,475 226,245 222,455
(56,339) (41,644) (1,022) (1,022)
1,423,927 1,382,831 225,223 221,433

Approximately RMB56,339,000 and RMB1,022,000 (2004: RMB41,644,000 and RMB1,022,000) of the gross value of
inventories of the Group and of the Company were covered by full provision against their net realisable values.

12

(a)

TRADE RECEIVABLES

Group

Trade receivables - third parties
Receivables from related parties (Note 32(b))

Less: provision for impairment of receivables

L O R i T AN Sl = AN = |

As at 31 December

2005 2004
RMB’000 RMB'000
178,993 223,141
70,861 77,563
249,854 300,704
(144,786) (141,285)
105,068 159.419

TAINCTAO RREWERY (' 1T
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12
(a)

(b)

TRADE RECEIVABLES {Continued)

Group (Continued)

The aging analysis of trade receivables is as follows:

Less than 1 year

1 to less than 2 years
2 to less than 3 years
Over 3 years

Total

Company

31 December 2008

31 December 2004

Trade receivables - third parties
Receivables from related parties (Note 32(b})

Less: provision for impairment of receivables

The aging analysis of trade receivables is as follows:

Less than 1 year

1 to less than 2 years
2 to less than 3 years
Over 3 years

Total

Provision Balance Provision Balance

for after for after

Amount bad debts provision Amount bad debts provision
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB 000
89,547 (2,075) 87,472 139,701 (4,150) 135,551
33,874 (31,685) 2,189 38,205 (32,030) 6,175
46,123 (45,716) 407 57,831 (56.078) 1,753
80,310 (65,310) 15,000 64,967 (49,027) 15,940
249,854 (144,786) 105,668 300,704 (141,285) 159,419

As at 31 December

2005 2004

RMB’000 RMB’000

95,857 89.022

60,175 143,472

156,032 232,494
(81,180) (67,356)

74,852 165,138

31 December 2005 31 December 2004

Provision Balance Provision Balance

for after for after

Amount bad debts provision Amount bad debts provision
RMB’000 RMB’000 RMB’000 RMB 000 RMB’000 RMB 000
51,672 (&) 51,667 140,965 49 140,916
30,926 (28,454) 2,472 11,161 (2,239) 8,922
8,261 (2,548) 5,713 23,284 (22,984) 300
65,173 (50,173) 15,000 57,084 (42.084) 15,000
156,032 (81,180) 74,852 232,494 (67,356) 165,138
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12

13

TRADE RECEIVABLES (continued)

The majority of the Group’s domestic sales are transacted at cash on delivery terms. For export sales outside of the
PRC, they are mainly covered by letter of credit. Credit is only granted to customers with good credit history. There is
no concentration of credit risk with respect to the trade receivable balances since the Group has a large number of
customers which are nationally dispersed except as stated in note 3.1(b).

The net book value of accounts receivable approximates its fair value as at 31 December 2005.

The Group makes specific bad debt provision against the doubtful trade receivable balances which are determined
based on the credit history of the customers and the evidence of whether a portion or the full amount of the outstanding
balance is uncollectible. As at 31 December 2005, approximately RMB15,000,000 of the receivable balance aged more
than 3 years not provided for bad debts represent the amount jointly due by a customer and a related company as
described in note 32(b)(ii).

SHARE CAPITAL

As at 31 December 2005, the authorised registered share capital was RMB1,308,219,178 (31 December 2004:
RMB1,060,000,000) of RMB1 each.

31 December 2005 31 December 2004

Number of Number of

RMB’000 shares (’000) RMB’000 shares ('000)

State shares 399,820 399,820 399,820 399,820
PRC legal person shares 53,330 53,330 53,330 53,330
PRC public shares (“A shares™) 200,000 200,000 200,000 200,000
Overseas public shares (*'H shares”) 655,069 655,069 406,850 406,850
1,308,219 1,308,219 1,060,000 1,060,000

On 12 April 2005, tranche II and tranche 1T of mandatory convertible bonds (“CB”) issued by the Company to
Anheuser-Bush Companies, Inc. (“A-B Company™) in prior years at principal amounts of HK$627,120,000 and
HK$508,275,000 (equivalent to approximately RMB1,203,755,000 in aggregate), respectively, were converted into
248,219,178 of new H shares issued by the Company at contracted conversion prices of HK$4.68 and HK$4.45
(equivalent to approximately RMB4.96 and RMB4.72) per share, respectively. After then, all issued CB had been
converted into H shares of the Company. The conversion resulted in an increase in share capital at its nominal value of
RMB248,219,178 and share premium of RMB942,973.015 (Note 14).

As at 31 December 2005, all issued share capital had been fully paid up.

BEwERMEMRAN TSINGTAO BREWERY CO.. LTD.
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(a)

(b)

OTHER RESERVES

Group

Balance at 1 January 2004, as
previous reported as equity

Other transfers

Profit appropriation to
surplus reserve

Profit appropriation to
public welfare fund

Translation difference

Balance at 31 December 2004

Balance at 1 January 2005, as

per above
Profit appropriation to
surplus reserve

Profit appropriation to public

welfare fund

Conversion of convertible

bonds (Note 13)
Transiation difference

Balance at 31 December 2005

Company

Public Cumulative
Share Capital Surplus welfare translation Other
premium reserve reserve fund adjustments reserves
RMB’000 RMB 000 RMB’000 RMB’000 RMB’000 RMB’000
(Note a) (Note a)

2,115,258 12,921 218,185 176,978 111 2,523,453
— 4,331 — — — 4,331

—_ — 58,104 — — 58,104

— — — 45,515 — 45,515
— - — — (1,315 (1,315)
2,115,258 17,252 276,289 222,493 (1,204)  2,630.088
2,115,258 17,252 276,289 222,493 (1,204) 2,630,083
— — 52,858 — — 52,858

— —_ — 47,430 — 47,430
042,973 — — — — 942,973
— — — — 223 223
3,058,231 17,252 329,147 269,923 (981) 3,673,572

The movement of reserves of the Group has been shown in the consolidated statement of changes in equity. The

movement of reserves of the Company for the year is as follows:

As at | January 2004
Dividends declared
Profit for the year
Proposed dividends (Nose 27)
Profit appropriation to
surplus reserve (a)
Profit appropriation to
public welfare fund {a)

Balance at 31 December 2004

2004
Public
Share Capital Surplus welfare  Unappropriated Reserves Proposed
premium reserve reserve fund profits total dividends
RMB 000 RMB 060 RMB 000 RMB 000 RMB 000 RMB'000 RMB’000
{Note a) (Note a) (Note b)

2,115,258 1,782 151,282 122,01 191,955 2,582,288 212,000
— — - — - — (212,000)

— — — —_ 329,045 329,045 —

— - - — (196,233) (196.233) 196,233

— - 27,871 — (27.871) — —

— — - 27871 (21.871) — —
2,115258 1,782 179,153 {49,882 269,025 2,715,100 196,233

HEHEE RS RAF
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14 OTHER RESERVES (consinued)

(b) Company (Continued)

2008
Public
Share Capital Surplus welfare  Unappropriated Reserves Proposed
premiun reserve reserve fund profits total dividends
RMB000 RMB000 RMB’000 ~ RMB’000 RMB600 RMB 000 RMB000
(Note a) (Note a) (Note b)
Balance at 1 January 2005 2,115,258 1,782 179,153 149,882 269,025 2,715,100 196,233
Opening adjustment for the :
adoption of HKAS 39 - - - - 10,712 10,712 -
Balance at { January 20053,
as restated 2,115,258 1,782 179,153 149,882 79,737 1,725,812 196,233
Dividends declared - - - - - - (196,233)
Profit for the year - - - - 348,500 348,500 -
Proposed dividends (Note 27) — - - - (209,315) (209,315) 209,315
Profit appropriation to
surplus reserve - - 30,30 - (30,230) - -
Profit appropriation to
public welfare fund - - - 30,230 (30,230) - -
Conversion of convertible bonds 942973 - — - — 942,973 —
Balance at 31 December 2005 3,058,231 1,782 209,383 180,112 358,462 3,307,970 209,318
Notes;
(a) Statutory reserves

(b)

According to the Articles of Association of the Company and Company Law of PRC, the Company has to set aside 10% of its
net profit after taxation under PRC accounting standards for the statutory surplus reserve (except where the reserve balance
has reached 50% of the Company’s paid-up share capital), and it is also obliged by the Article of Associations to appropriate
funds to the public welfare fund at a percentage of the net profit after taxation as determined by the directors. These reserves
are not distributable as cash dividends, ‘

The directors has resolved that the public welfare fund is to be utilised to build or acquire capital items, such as dormitories
and other facilities for the Company’s employees. However, the fund cannot be used to pay for staff welfare expenses. Legal
title to the capital items acquired using the fund remains with the Company.

Basis of profit distribution and appropriation

In accordance with the Company’s Articles of Association and Document Cai Kuai Zi {1995] No.31 issued by the State
Ministry of Finance, appropriations to surplus reserves, public welfare fund and discretionary surplus reserves should be
made based on the amount of profits as determined in accordance with PRC accounting standards and regulations. In
accordance with the Company’s Articles of Association, the Company declares dividends based on the lower of distributable
profits of the Company as determined in accordance with PRC accounting standards and regulations and those determined in
accordance, with accounting principles generally accepted in Hong Kong. The unappropriated profits of the Company available
for distribution to shareholders (after the proposed dividends for the year) as at 31 December 2005 amounted to approximately
RMB358,462.000 (2004: RMB269.025,000).
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(a)

(b)

BORROWINGS

Group

Bank loans

Repayable:
Within 1 year
Between 2 and 5 years
Over 5 years

Less; Portion due within
1 year

Long-term portion

Company

Bank loans
Repayable:
Within 1 year

31 December 2005

31 December 2004

Short-term  Long-term Short-term  Long-term
bank loans bank loans Total  bank ioans  bank loans Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
949,171 6,551 955,722 1,355,192 24,442 1,379,634
— 8,113 8,113 — 47,573 47,573
— 13,673 13,673 — 18,729 18,729
949,171 28,337 977,508 1,355,192 90,744 1,445,936
(949,171) (6,551) (955,722) (1,355,192) (24,442)  (1,379,634)
_ 21,786 21,786 — 66,302 66,302

31 December 2005 31 December 2004

Short-term  Long-term Short-term  Long-term
bank loans bank loans Total  bank loans  bank loans Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
645,616 4,344 649,960 827,650 19,234 846,884

As at 31 December 2005, loans of the Group amounting to approximately RMB7,933,000 and RMB15,811,000 were
guaranteed by Beijing Development and Reform Committee and Bank of China. Beijing branch, respectively. Loans of
the Group and of the Company each amounting to approximately RMB4,344,000 (2004: 19,234,000) were guaranteed

by TB Group Company.

Approximately RMB8&7,000,000 (2004: RMB128,000,000) of the loans of the subsidiaries as at 31 December 2005 are
guaranteed by the Company.

Approximately RMB10,000,000 (2004: RMB147,500,000) of the Group’s loans as at 31 December 2005 are secured
by machinery with an aggregate carrying value of approximately RMB12,500,000 (2004: buildings, plant and machinery,
motor vehicles and equipment with an aggregate carrying value of approximately RMB275,570,000, land use rights at
RMB36,140,000 and inventories at RMBS5,000,000, respectively).

HOE MRS E RN A
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15 BORROWINGS (Continued)

The carrying amounts of the borrowings are denominated in the following currencies.

Group Company

2005 2004 2005 2004

000 000 000 000

RMB 219,694 464,822 4,344 19,234
Hong Kong dollar 88,454 123,004 —_ —_
US dollar 645,616 827,650 645,616 827,650
Euro 15,811 20,495 — —_—
Danish Krone 7,933 9,965 — —
977,508 1,445,936 649,960 846,884

All the loans of the Group are subject to the market interest rate changes except the loans dominated in Danish Krone
and Euro which are interest free.

The effective interest rates at the balance sheet date for the loans dominated in RMB, HK$ and US$ were 4.15%,
3.25% and 3.81% per annum, respectively. The directors consider that the carrying amount of these borrowings
approximate their respective fair value as at 31 December 2005.

As of 31 December 2005, the Group had aggregate unutilised short term loan facilities of approximately

RMB2,900.000,000 (2004: RMB2,028,000,000). All are expiring within a year with floating interest rates to be
charged on the amount drawn down.

16 DERIVATIVE FINANCIAL INSTRUMENTS

As at 31 December 2005

Assets Liabilities
RMB’000 RMB’000
Forward foreign exchange contracts — ineffective hedges — %0

In the opinion of directors, the forward contracts are non-specalative in nature and they are used as hedges against the
Company’s outstanding bank loan balances denominated in US dollars. However, as these instruments are not qualified for
hedging accounting under the requirements of HKAS 39 as described in Note 3.2, they were recognised at fair value. The fair
value of approximately RMB90,000 of such contracts held at the year end remained at open position were charged to the
income statement for the year ended 31 December 2005.
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17 DEFERRED INCOME TAXATION

Deferred taxation is calculated in full on temporary differences under the liability method using the applicable principal
taxation rates of entities within the Group from 15% to 33% (2004: same).

The movements in deferred tax assets/liabilities are as follows:

(i) Deferred tax assets
Fair value adjustments
on depreciation Others Total
2005 2004 2005 2004 2005 2004
RMB’000 RMB’000 RMRB’000 RMB’000 RMB’000 RMB’000

At 1 January 4,623 7,111 1,622 — 6,245 7,111
(Charged)/credited to

income statements (417) (2,488) 15,978 1,622 15,561 (866)
At 31 December 4,206 4,623 17,600 1,622 21,806 6,245

(ii)  Deferred tax liabilities
Fair value adjustment
on depreciation

2005 2004

RMB’000 RMB’000

At 1 January 18,300 17,083

Acquisition of subsidiaries — 1,533

Credited to income statement (926) (316)

At 31 December 17,374 18,300
The amounts shown in the balance sheet include the following:

2005 2004

RMB’000 RMB’000

Deferred tax assets to be recovered more than 12 months 3,789 2,135

Deferred tax liabilities to be settled after more than 12 months 16,448 17,984

As at 31 December 2005, deferred tax assets were mainly recognised for temporary differences arising from fair value
adjustment on depreciation of fixed assets acquired in business combinations and certain promotion expenses not
allowable for tax deduction in current year, to the extent that realisation of such tax benefits through the future taxable
profits is probable.

In addition, the Group also had unrecognised deferred tax assets amounting to an aggregate amount of approximately
RMB114,626,000 (2004: RMB&85,161,000) associated with tax losses of subsidiaries carried forward of approximately
RMB476.,000,000 (2004: RMB311,000,000) which will expire in the period from 2006 to 2010, and fair value adjustments
made on depreciation of fixed assets of approximately RMB42,000,000 (2004: RMB36,000,000); provision for realisation
losses and impairment losses of receivable balances; and inventories and fixed assets of approximately RMB157,663,000
(2004: RMB135,844,000). Deferred tax assets had not been recognised due to the fact that there is no certainty of their
respective realisation through available future taxable profits.

EEMERLAERAA TSINGTAO BREWERY CO., LTD.
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18 TRADE PAYABLES

(a) Group
As at 31 December 2005
2005 2004
RMB’000 RMB’000
Trade payables - third parties 710,894 658,054
Amounts due to related parties (Note 32(b)) 103 1,007
710,997 659,061

The ageing analysis of trade payables (including amounts due to related parties) is as follows:

As at 31 December 2005

2005 2004

RMB’000 RMB’000

Less than 1 year 677,981 620,543
1 to less than 2 years 14,034 17,122
2 to less than 3 years 10,179 5,294
Over 3 years 8,803 16,102
710,997 659,061

19 BILLS PAYABLE

All the bills payable balances of the Group as at 31 December 2005 are of maturity within six months. Approximately
RMB17,570,000 (2004: RMB32,226,000) of the bank deposits of the Group denominated in Renminbi had been pledged for
the issuance of these bills and was presented as restricted cash in the balance sheet. Approximately RMB160,737,000 of bank
accepted bills issued by the subsidiaries as at 31 December 2005 were guaranteed by the Company.

20 OTHER PROVISIONS

As at‘31 December

2005 2004
RMB’000 RMB’000
Litigation provision with Qindao Guangming Group Company (“Guangming Company™) —_ 27,000

The provision of RMB27,000,000 set up in'2004-for the damages to be paid by the Company in a pending litigation with
Guangming Company was transferred to-other payable in current year upon confirmation of the exact amount in a final ruling
and judgment obtained from Supreme Pecople’s. Court of the PRC. There was no material difference between the actual amount
payable and the provision.
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21 OTHER GAINS — NET

Year ended 31 December

2005 2004
RMB’000 RMB’000

Derivative instruments:

— foreign exchange forward contracts: transactions not qualifying

for hedge accounting (note 3.2(b)) (1,582) —
Realised gain on foreign exchange forward contracts — 9,171
Amortisation of deferred gain arising from the issnance of CB (i) 12,641 2,293
Interest income 16,886 18,854
Government grants (ii) 74,859 75,586
102,804 105,904
() Upon inception of the CB in prior years mentioned in Note 13, a deferred gain had been recognised for the difference between the net

present values of the estimated cash flows of expected annual interest payments made by the Company to A-B company for the CB
issued by the Company and the expected refund of such payments from A-B Company receivable by the Company according to the
terms of the CB, assuming mandatory conversion occurs upon the expiry of the contracted conversion periods. Such deferred gain was
recognised in the income statement over the contracted conversion period. Upon the full conversion of CB in April 2005 (as described
in Note 13), the remaining unamortised carrying amount of the related deferred gain was fully recognised as other gains in the current

year income statement.

(it) In connection with the acquisitions of certain subsidiaries of the Group in prior years, the Group entered into various agreements with
the relevant municipal governments that these subsidiaries could enjoy certain financial incentives granted by the governments,

mainly including financial subsidies determined with reference to the amounts of taxes paid by these subsidiaries.

22 EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing costs and administrative expenses are analysed as follows:

Year ended 31 December

2005 2004

RMB’000 RMB’000

Staff costs (Note 23) 584,164 552,985
Costs of inventories (including direct materials, direct labor and overheads) 5,944,101 5,027,430
Depreciation of fixed assets (Nete 7) 538,928 508,749
Amortisation of intangible assets and leasehold land payments (Notes 6, 8) 36,554 43,768
(Reversal)/provision for doubtful debts (4,538) 25,054
Impairment loss on property, plant and equipment (Note 7(a)) 141,545 62,501
Impairment loss on goodwill (Note 8) 46,350 —
Goodwill written off upon disposal of a subsidiary (Note 8) 9,748 —
Write-down of inventories to net realisable value 14,695 19,819
Provision for outstanding litigation (Nore 20) — 27,000
Auditors’ remuneration 5,876 6,010
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23 STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS)

2005 2004
RMB’000 RMB'000
Wages and salaries 477,707 451,351
Social security costs 27,084 33,216
Pension costs — defined contribution plans 74,874 67,133
Staff employment medical benefits 1,499 1,285
581,164 552,985
(a)  Directors’ and senior management’s emoluments
The remuneration of every Director for the year ended 31 December 2005 is set out below:
Social
Other security
Name of directors Fees emoluments Salary contributions Total

RMB 000 RMB 000 RMB 000 RMB’000 RMB’000

Mr. Li Guirong — — 284 — 284
Mr. Jin Zhiguo — — 337 4 341
Mr. Liu Yingdi — — 264 4 268
Mr. Sun Mingbo* — . — 290 4 294
Mr. Sun Yuguo — — 264 4 268
Mr. Stephen J Burrows — — 30 — 30
Mr. Mark F Schumm* — — 30 — 30
Mr. Chu Zhengang* — 50 — — 50
Mr. Fu Yang* — 50 — —_ 50
Mr. Li Yan* — 50 — — 50
Mr. Poon Chiu Kwok* — 50 — — 50

Mr. Tan Lining** — — — — —
Mr. Wu Haihua** — — — — —
Ms. Pan Guirong** — — — — —

— 200 1,499 16 1,715
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23

(a)

(b)

STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS) (Continued)

Directors’ and senior management’s emoluments (Continued)

The remuneration of every Director for the year ended 31 December 2004 is set out below:

Name of directors

Mr. Li Guirong

Mr. Jin Zhiguo

Mr. Liu Yingdi

Mr. Sun Yuguo

Mr. Stephen J Burrows
Mr. Chu Zhengang
Mr. Tan Lining

Mr. Wu Haihua

Ms. Pan Guirong

Notes:
* Appointed on 23 June 2005
** Resigned on 23 June 2005

Five highest paid individuals

Social

Other security
Fees emoluments Salary contributions Tatal
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
— — 240 — 240
— — 266 4 270
— — 214 4 218
— — 214 4 218
— — 30 — 30
— 56 — — 56
— 56 — — 56
— 56 — — 56
— 56 — — 56
— 224 964 12 1,200

Details of emoluments paid to the five highest paid individuals are summarised below. Five of these personnel (2004:

three) are directors of the Company, whose emoluments are reflected above in the analysis presented.

The emoluments payables to the remaining two (2004: two) individuals during the year are as follows:

Basic salaries and allowances
Social security contributions

2005 2004
RMB’000 RMB’000
528 426

11 9

539 435
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23 STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS) (Continued)
(c)  Supervisory committee members’ emoluments

The emoluments of the five existing and former committee members are as follows:

2005 2004

RMB’000 RMB’000

Basic salaries and allowances 499 514
Social security contributions 34 34
533 548

24 FINANCE COSTS

Year ended 31 December

2005 2004

RMB’000 RMB’000

Interest on bank loans 69,327 70,065
Net foreign exchange transaction (gains)/loss (26,058) 4,672
43,269 74,737

There were no (2004: no) borrowing costs eligible for capitalisation as part of the costs of the related qualifying assets during
the year.

25 TAXATION
(a) Income tax expense

Year ended 31 December

2005 2004
RMB’000 RMB 000

Current income tax
— Hong Kong income tax (i) 1,329 1,635
— PRC enterprise income tax (ii) 203,514 184,206
— Deferred income tax (note 17) (16,487) 550
188,356 186,391

(i) Hong Kong income tax

Hong Kong income tax has been provided at the rate of 17.5% (2004: 17.5%) on the estimated assessable profit
for the year.
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25 TAXATION (Continued)

(a)

Income tax expense (Continued)

(ii)

PRC enterprise income tax (“EIT”)

EIT is provided on the estimated assessable income of the year calculated in accordance with the relevant
regulations of the PRC after considering all the available tax benefits from refunds and allowances.

In accordance with an approval document dated 18 April 1994 issued by the State Administration for Taxation
(“SAT”) of the PRC, net profit earned by the Company is subject to EIT at 15%, which is effective from the
date of establishment of the Company and until there is further changes of the relevant laws and regulations.
The Company also received a confirmation from the Ministry of Finance of Qingdao on 23 March 1997 that
this preferential tax treatment would not be terminated until further notice.

Chenzhou Company and Shenzhen Asahi were approved as enterprises with foreign investment and therefore,
they are exempt from EIT for two years starting from the first year of profit-marking after offsetting prior year
tax losses, followed by a 50% reduction for the next three consecutive years thereafter. 2005 is the fourth
profitable year of Chenzhou Company and the fifth profitable year of Shenzhen Asahi. Accordingly, EIT for
Chenzhou Company and Shenzhen Asahi were provided at reduced rates of 16.5% and 7.5%, respectively.

Shenzhen Sales Company, Huanan Holding Company Limited, Doumen Company, Zhuhai Company, Xiamen
Company and Xianmen Sales were established in Shenzhen, Zhuhai and Xiamen Special Economic Zones of
the PRC where they conduct their operations. Accordingly, they are subject to EIT at a reduced rate of 15%.

Other subsidiaries of the Group which are established and operating in the PRC are subject to EIT at a standard
rate of 33% based on their respective assessable income for the year.

Reconciliation of weighted average applicable tax rate to effective tax rate:

Year ended 31 December

2005 2004

RMB’000 RMB’000

Weighted average applicable tax rate 17% 18%
Loss sustained by subsidiaries of which no deferred tax assets

have been recongnised 18% 18%

Others — 2%

Effective tax rate 35% 38%

The decrease in weighted average applicable tax rate is caused by a change in the profitability of the Group’s entities

subject to different tax rates as stated above.
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25 TAXATION {Continued)
(b) Value-added tax (“VAT”)

According to “the People’s Republic of China Value-added Tax Temporary Regulations” (“VAT Regulations™), the
Group is subject to output VAT calculated at 17% of the domestic sales value of tangible goods. In addition, it is
subject to a refund of 13% on its export sales of products based on an “exempt, credit, refund” policy enacted. The
Group also pays input VAT on its purchases of raw materials and auxiliary materials which is deductible against
output VAT on its sales in order to arrive at the net VAT amount payable to the PRC government.

) Consumption tax

Beers production, manufacturing consignment and beer product importation activities undertaken by the Group are
subject to consumption tax in the PRC. For beer with an ex-factory price (including packaging materials and related
deposits) of RMB3.000 or above per ton, the consumption tax is'RMB250 per ton. For all other beer sold below that
price, the consumption tax is levied at RMB220 per ton.

26 EARNINGS PER SHARE

The basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year, excluding ordinary shares purchased by the Company and held as
treasury shares.

Year ended 31 December

2005 2004
Profit attributable to shareholders of the Company (RMB’000) 306,589 285,163
Weighted average number of ordinary shares in issue (thousands) 1,238,174 1,060,000
Basic earnings per share (RMB per share) 0.25 0.27

The diluted earnings per share for 2004 was calculated by adjusting the weighted average number of ordinary shares outstanding
with the assumption of the conversion of all dilutive potential ordinary sharés. The amount was arrived at based on 1,294,137,362
ordinary shares which was the weighted average number of ordinary shares in issue during the year plus the weighted average
number of 234,137,362 ordinary shares deemed to have been issued if all issued and unconverted CB had been converted into
shares as at 1 January 2004.

No diluted earnings per share information was presented for 2005 as there were no dilutive potential ordinary shares as of 31
December 2005.

27 DIVIDENDS

Year ended 31 December

2005 2004
RMB’000 RMB’000
Proposed final dividend of RMBO.16 (2004: RMB0.15) per share : 209,315 196,233

The dividends paid/payable during the year ended 31 December 2005 was for final dividends of 2004 at RMB 196,233,000
(RMBO.15 per share) (2004: final dividend for 2003 at RMB212,000,000 (RMBO.2 per share)). A final dividend in respect of
2005 of RMBO.16 per share, amounting to an aggregate amount of RMB209,315,000, is to be proposed at the Annual General
Meeting. This proposed dividend will be shown as appropriations in the year ending 31 December 2006.
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(a)

CASH GENERATED FROM OPERATIONS

Reconciliation of profit for the year to net cash inflow from operating activities

Profit for the year

Taxation

Share of loss from associates

Income from wavier of payable balances

Interest income

Amortisation of premium on bonds

Net exchange (gains)/losses

Depreciation (Nore 7)

(Gain)/loss on disposal of property, plant and equipment
Impairment loss on property, plant and equipment (Note 7}
Amortisation of negative goodwill

Amortisation of deferred liabilities (Note 21)

Impairment of long-term investments

Amortisation of intangible assets and leasehold land (Note 6, &)
Goodwill impairment loss and disposal (Note 8)

Fair value losses on derivative financial instruments
Interest expenses

Changes in working capital (excluding the effects of acquisition and

exchange differences on consolidation)

Inventories

Trade receivables

Bills receivable

Deposits, prepayments and other receivables
Trade payable

Accrual and other payables

Bills payable

Deposits and advance from customers

Taxes payable

Cash generated from operations

OB ROE R A A R A TSINGTAO BREWERY CO., LTD.

2005 2004
RMB’000 RMB’000
343,306 304,074
188,356 186,391
4,370 25,325
(9,508) (5,226)
(16,886) (18,854)
— 2,821
(26,058) 4,672
538,928 508,749
(4,596) 5,700
141,545 62,501
— (19,260)
(12,641) (2,293)
1,981 4,007
36,554 43,768
56,098 —
1,582 (9,171)
69,327 70,065
(12,625) 31,795
73,135 7,616
23,381 (47,691)
159,339 10,066
(15,784) (70,546)
(32,295) 455,387
(97,080) (99,526)
(16,832) (1,143)
(28,083) 109,654
1,365,514 1,558,881
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28 CASH GENERATED FROM OPERATIONS (continued)
(b)  Analysis of changes in financing during the year

Share capital

(including share

premium and
Dividend payable capital reserve) (B Bank loans Minority interests
2005 2004 1008 2004 2005 2004 2005 004 2005 2004
RMB'000  RMB'0O0  RMB'060  RMB'O00 RMB'G00  RMB'000  RMB'000  RMB'OG0  RMB'090  RMB 000

At 1 January 2,100 1100 392510 3,188,179 LI9L1%2 923738 1443936 1417783 §44333 579,465
Minority interests” share of profits - - - - - - - - 36,117 18,911
Minority interests” share of acquisition

of additional equity interest - - - - - - - - 4,791 (24.114)
Capital contributions from minority

interests - - - - - - - - 250 —
Other transfers - -

I
.
i
=3

1

|

|

|

Issuance of convertible bonds

{net of transaction costs) - - - - - 270,275 - - - -
Conversion of convertible bonds - - L1919 —  {L,191,192) - - - - -
Deferred liabilities arising from the

copvertible bonds - - - — - 2821 - - - -
Proposed dividends 196,233 212,000 - - - — - - - -
Proposal dividends to minority interests 48474 - - - - - - - (48,474 -
Dividends paid (234,386)  (211,000) - - - - - - (29.929)
Bank loans assumed from acquisition

of subsidiaries - - —- — - — 66,212 357,900 — -
Proceeds from bank loans drawn down - - - - - - 882,959 1,038319 - —
Repayment of bank loans - - - - - —  {1,417,599)  (1,338,066) - -
Others - - —- - - - - - 931) -

At 31 December m 1100 4383700 3192510 — 1181182 977308 144593 576,686 544,333

29 CONTINGENCIES

(a) Pursuant to certain policies for housing reform issued by the State Council and Qingdao Munricipal Government in
1998, the policy of allocating staff quarters by the Company as welfare benefits of its employees was terminated. In
replacement, qualified employees are to be compensated in the form of monetary housing subsidies. As at 31 December
2005, no formal plan had yet been developed by the Group and no plans had been announced by the Group to their
employees in respect of the arrangements. After obtaining the relevant legal advice, the Company’s board of directors
is of the opinion that the Group had no obligation to make any payment or provision for such monetary housing
subsidies as at 31 December 2005 and there is no reasonable basis to accrue for any potential liabilities.

(b) As at 31 December 2005, the Group had provided guarantee of RMB24,000,000 in favor of an associate of the Group
for its bank loans.
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30 COMMITMENTS

(a) Capital and other commitments

The Group had no material capital commitments which were authorised but not contracted and provided for as of 31
December 2005.

The Group’s commitments in relation to construction of fixed assets, acquisition of subsidiaries and other activities
which were contracted but not provided for are as follows:

Group Company
2005 2004 2005 2004
RMB’000 RMB’000 RMB’000 RMB’000
317,566 58,077 264,730 12,039

(b)  Operating lease commitments

As at 31 December 2003, the Group had future aggregate minimum lease payments under non-cancelable operating
leases of land and buildings as follows:

2005 2004
RMB’000 RMB'000
Not later than one year 1,660 2,490

31 BUSINESS COMBINATION

As disclosed in Notes 9 and 10, the Group acquired additional equity interests in Nanning Company during the year. The
business acquired contributed revenues of approximately RMB158,094,000 and brought net loss of approximately
RMB13,297,000 to the Group for the period from 28 February 20035 (date of acquisition) to 31 December 2005. 1If the
acquisition had occurred on 1 January 2005, the Group revenue would have been RMB10,054,000,000 and profit before
allocations would have been RMB338,673,000.

Details of net assets acquired and goodwill are as follows:

Nanning Company

RMB’000
Purchase consideration paid 200,880
Fair value of identifiable net assets acquired — shown as below (84,905)
Goodwill 115,975

=AW O F R A A TSINGTAO BREWERY CO., LTD.
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31 BUSINESS COMBINATION (continued)

The assets and liabilities arising from the acquisition are as follows:

Acquiree’s

carrying

Fair vaiue amount

RMB’000 RMB’000

Fixed assets 380,711 458,727
Intangible asset — trademark 9,512 2,250
Land use right 94,327 40,584
Other non-current assets 30,223 31,081
Trade and other receivables 20,835 20,835
Cash and cash equivalents 26,148 26,148
Long-term bank loans (66,212) (66,212)
Trade and other payables (301,459) (301,459)
Taxation payable (5,408) (5,408)
Net assets 188,677 206,546

Net assets acquired (45%) 84,905

Purchase consideration settled in cash 200,880
Cash balance of subsidiary acquired (26,148)
Net cash outflow in acquisition 174,732

The fair values of the respective identifiable assets and liabilities acquired from Nanning were ascertained by third party
independent valuers based on the residual income model (for trademark) and replacement cost model (for other assets and
liabilities), respectively.

32 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one company has the ability, directly or indirectly, to control the other company or
exercise significant influence over the other party in making financial and operating decisions. Parties are also considered to

be related if they are subject to common control or common significant influence.
(a) The following major transactions were carried out with related parties in the year:

Year ended 31 December

2005 2004
RMB’000 RMB’000

Purchases from related companies
-— Associates 163,358 123,069
— Tsingtao Beer Materials Co., Ltd. * —_ 12,177
— Tsingtao Beer Industrial Co., Ltd. (“TBI”) * _ 4,292
— Tsingtao Beer Construction Co., Ltd. (“TBC”) * —_— 107
163,358 139,645

OB oW R A A TSINGTAO BREWERY CO., LTD.
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32 RELATED PARTY TRANSACTIONS (continued)

(a) The following major transactions were carried out with related parties in the year (Continued)

Year ended 31 December

2005 2004
RMB’000 RMB’000
Sales to related companies
— Associates 267,142 228,734
Construction services provided to the Group
— TBC 170 2,540
Logistics services provided to the Group
— Associates 143,577 52,510
Guarantee provided for the Group’s loans
— Tsingtao Group Company* 4,344 19,234
Guarantee provided in favour of the Group’s receivables
— Tsingtao Group Company 40,893 50,894
Guarantee provided in favour of an associate of the Group
— Asahi Beverage 24,000 —
Handing fee commission paid
— Tsingtao Group Company — 12,930

All the above transactions with related parties were carried out based on terms agreed between the Group and the

related companies.

* These companies are regarded as related parties of the Company as they have certain common directors as the Company’s.

(8 HEEMERMERALF TSINGTAO BREWERY CO., LTD.
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32

(b)

RELATED PARTY TRANSACTIONS (Coniinued)

As at 31 December 2005, the Group had the following significant current account balances maintained with related

parties:
~ Group Company
2005 2004 2005 2004
RMB’000 RMB’000 RMB’000 RMB’000
Included in
Amount due from subsidiaries — — 12,314 165,784

Trade receivable and other
long-term assets accounts
— Wholly owned subsidiaries of the Group L — — 1,771 2,115
— Non-wholly owned subsidiaries

of the Group —_ — 36,187 90,734
— Associates 96,467 112,989 48,110 85,049
— Other related parties {ii) 287 467 —_— 1,467

Loans to subsidiaries (i)
— Wholly owned subsidiaries of the Group — —_ 100,020 50,000
~— Non-wholly owned subsidiaries

of the Group — — 2,635,103 2,295,371

Deposits, prepayment and other receivables
— Wholly owned subsidiaries of the Group — — 107,056 107,056
— Non-wholly owned subsidiaries

of the Group — — 45,846 50,228
— Associates 9,994 — 9,994 —
— Other related parties 17,253 3,125 5,792 3,125
Trade payables
— Non-wholly owned subsidiaries
of the Group — — 33,344 23,572
— Associates 26 — 26 —
— Other related parties 77 1,007 — 1,007
Other payables and long-term payables
— Non-wholly owned subsidiaries
of the Group — — 18,539 9,417
-— A-B Company (iii) 121,053 124,151 - —
— Associates 2,145 237 2,049 237
— Other related parties 22,851 15,213 253 13,088
Sales deposits
— Associates 5,407 1,455 5,407 —_

Except for those mentioned in notes (i) and (iii), the Group’s current balances maintained with related parties are all

unsecured, non-interest bearing and with no fixed repayment terms.

@

(i)

(iii)

As at 31 December 2005, the Company had extended advances and loans amounting to approximately RMB2,729,660,000
(2004: RMB2,345,371,000) to subsidiaries through entrusted loan arrangements made with banks in the PRC {See Nore 9).

The Group had reached a settlement agreement jointly with a customer and a related company (collectively “the Debtors™) in
2001 in connection with an aggregate outstanding receivable balance of RMB105,000,000 (the “Debts™) due from them.
Pursuant to the agreement, the Debts are repayable in eight annual installments commencing from 1 January 2002. As at 31
December 2005, the outstanding balances of the Debts of approximately RMB15,000,000 and RMB25,893.000 (2004:
RMB 15,000,000 and RMB35,893,000) (after deduction on of relevant impairment provision) were classified as both accounts
receivable and other long-term assets receivables in the balance sheet of the Group according to the expected repayment
schedule. TB Group Company has undertaken to guarantee the repayment of the outstanding balance.

In October 2003, a subsidiary of the Company, Tsingtao Brewery (Hong Kong) Trading Company Limited (“Hong Kong
Company”) entered into a loan agreement with A-B Company that Hong Kong Company borrowed a loan of US$15,000.000
(equivalent to approximately RMB121,053,000) (the “Loan”) from A-B Company. The Loan is interest-bearing at 1% per
annum, unsecured and repayable within 5 years. The Company has undertaken to guarantee the repayment of the Loan.
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(c)

33

RELATED PARTY TRANSACTIONS (continved)

Key management compensation

Year ended 31 December

2005 2004

RMB’000 RMB’000

Basic salaries, allowances and benefits-in-kind 2,390 2,850
Retirement fund contributions 136 146
2,526 2,996

Key management personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the Group, including directors and other senior management, totalling 17 individuals.

EVENTS AFTER THE BALANCE SHEET DATE

Save as disclosed in other notes to the financial statements, the Group had the following significant subsequent events:

(2)

In January 2006, the Company set up Tsingtao Brewery (Xuzhou) Huaihai sales Company Limited (“Xuzhou Huaihai
Sales Company”) at a cash capital injection of RMB8,000,000. Relevant legal procedures have been completed in
January 2006 and Xuzhou Huaihai Sales Company started to be consolidated with the Group as a wholly-owned
subsidiary.
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SUPPLEMENTARY INFORMATION

RECONCILIATION OF DIFFERENCES BETWEEN PRC GAAP AND HKFRS

The Group has prepared a separate set of financial information for the year ended 31 December 2005 in accordance with
“Accounting Standards for Business Enterprises”, “Accounting Regulations for Business Enterprises” and relevant regulations

(“PRC GAAP”) for shareholders of A shares of the Company.

Ditferences between PRC GAAP and HKFRS give rise to differences in the reported balances of assets, liabilities and net
profit of the Group. The financial effects of the material differences between PRC GAAP and HKFRS are summarised and

explained in the following table:

Impact on the consolidated net assets:

Net assets as per accounts prepared under PRC GAAP

HKFRS adjustments:
Adjustments arising from different exchange rates used in valuation
of carrying values of fixed assets under HKFRS and PRC GAAP
Additional depreciation charges for assets acquired before unification
of the two-tier exchange rate system in the PRC
Difference between the accounting for business combination
under PRC GAAP and HKFRS
Adjustment for negative goodwill brought forward to retained earnings
upon adoption of HKFRS 3 on 1 January 2005
Recognition of derivative financial instruments at fair value
Deferred tax liability arising from depreciation of fixed assets
Difference in accounting treatments for the principal balance of convertible bonds issued
by the Company as equity under HKFRS and as liabilities under PRC GAAP
and the difference in the treatment of the corresponding interest expenses
Goodwill impairment loss recognised upon cessation of business of subsidiaries
Others

Net assets attributable to the Company’s shareholders as per financial
statements prepared under HKFRS

Impact on the consolidated net profit:

Net profit under PRC GAAP

HKFRS adjustments:
Additional depreciation charges for assets acquired before unification
of the two-tier exchange rate system in the PRC
Waiver of payables
Deferred tax liability arising from depreciation of fixed assets
Difference between the accounting for business combination
under PRC GAAP and HKFRS
Difference in accounting for interest expenses relating to the convertible bonds
Recognition of derivative financial instruments at fair value
Goodwill impairment loss recognised upon cessation of business of subsidiaries
Others

Profit attributable to shareholders of the Company under HKFRS

= A T R el ) N AN i 1 = B AN ) TCINCTAORDEWERV OO 1T

As at 31 December

2005 2004
RMB’000 RMB’000
4,941,430 3,586,682

141,253 141,253
(140,887) (129,407)
(49,332) (64,472)
80,971 —
90) —
(5,090) (5.647)

— 1,228,787
(9,121) —
(2,744) (3,068)
4,956,390 4,754,128

Year ended 31 December

2005 2004
RMB000 RMB 000
303,958 279,724
(11,480) (11,480)
8,248 4,331
557 (3.646)
15,140 (6,833)
9,764 23,102
(10,802) —
9,121) —
325 (35)
306,589 285,163
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English Name: TSINGTAO BREWERY COMPANY
LIMITED

Authorised Representative: Li Gui Rong

Secretary to the Board: Yuan Lu
Representative for Securities Affairs: Zhang Rui Xiang
Address: Office of the Board Secretary
Room 1720
Tsingtao Beer Tower
May Fourth Square
Hongkong Zhong Road, Qingdao

Postal Code; 266071

Telephone No: 86-532-5713831

Fax: 86-532-5713240

E-mail: ‘ secretary @tsingtao.com.cn

Registered Address: 56 Dengzhou Road,

' Qingdao, Shandong
Company Website:  www.tsingtao.com.cn
E-mail: info@tsingtao.com.cn

Stock Exchanges on which the Company’s shares are listed:
A share: Shanghai Stock Exchange

Stock Name: & & 1828

Stock Code: 600600

H share: The Stock Exchange of Hong Kong

Stock Name: TSINGTAO BREW

Stock Code: 016&

Custodian of unlisted shares:
China Securities Depository and Clearing Corporation
Limited, Shanghai Branch

Auditors
(1)  PricewaterhouseCoopers at 22/F Prince’s Building,
Central, Hong Kong

TSINGTAO BREWERY CO., LTD.
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PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company at 11/F
PricewaterhouseCoopers Center, 202 Hu Bin Road,
Shanghai

Legal advisers:

(1)

2

Johnson Stokes & Master at 16th to 19th Floors,
Prince’s Building, 10 Chater Road, Central, Hong
Kong

Haiwen & Partners at Unit 1711, Beijing Silver
Tower, No. 2, Dong San Huan North Road, Chaoyang
District, Beijing

TSINGTAO BREWERY CO., LTD.
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