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The Company, the earliest brewery in China, can trace its root
back to 1903 when its predecessor, the State-owned Tsingtao
Brewery Factory, was established. The Company was registered
and established on 16 June 1993, and then issued H-shares in
Hong Kong which were listed on the Stock Exchange on 15 July
1993, being the first domestic enterprise listed on an overseas
stock exchange. In July 1993, the Company issued A-shares in
Mainland China, which were listed on SSE on 27 August 1993.

The Company’s business scope is production and sales of beer,
and other related business. At present, the Company occupies
leading position in the domestic beer industry in terms of size and
market share with 62 wholly-owned and controlling breweries,
and 2 associated and joint-investment breweries in 20 provinces,
municipalities and autonomous regions in China. Tsingtao
Beer is the most well-known Chinese brand in the international
market that it is distributed to one hundred countries and regions
throughout the world.
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Bl BIEWE  Financial Highlights

T [ 4 25 6w HE B 45 ) Prepared in accordance with the China
Accounting Standards for Business

Enterprises (“CAS”)

1~ AEE-R—LAEMBE R 1. The Group’s financial information for the year ended 31
December 2017

(Bfr : AREEFIC) (Unit: RMB’000)
vl Operating profit 1,992,225
I A RE Total profit 2,104,819
5 7S B ) T A ) Net profit attributable to shareholders of the
Company 1,263,017

5 P B E) B R A A BR IR AR MR 2SR USRI Net profit attributable to shareholders of the

Company after deduction of non-recurring

profit or loss 975,266
R85 WY A 2R Y B4 T R Net cash flows from operating activities 2,223,536
it RIS E E A Note: Non-recurring profit or loss items include:
FH A E IR 25 16 BORT # B Government grants recognised in profits 428,407
e m AR R Losses on disposal of non-current assets (46,283)
L TR v P A R A ¥ £ ik [l Reversal of bad debt provision for accounts

receivables which provision is provided on

the individual basis 100
Fix bt 2% T 2 A7 iy JH Al 5 S AN A 32 Other non-operating income and expenses other

than aforesaid items (11,402)
Nt Subtotal 370,822
BB B Impact of income tax expense (69,439)
A OB AORE 25 5 B (B4R ) Impact on the non-controlling interest, net of tax (13,632)
fit Total 287,751

HOs

CHEERS TO THE WORLD
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2. EEAG IR R M R 2.

Summarised accounting data and financial indicators

(Bfr s ARMTIT)

(Unit: RMB’000)

FEAER Summarised accounting information 2017 2016 2015 2014 2013
BERA Revenue 26,277,052 26,106344 27,634,686 29049321 28,290,978
8 4% Total profit 2,104,819 2,123 44 2,074,822 2,682,999 2,666,534
5B T A ) R B S A Net profit attributable to shareholders of the
Company 1,263,017 1,043,486 1,713,129 1,990,098 1,973,372
S R A T BOR B 0B Net profit attributable to shareholders of the
FRB B FAH Company after deduction of non-recurring profit
or loss 975,266 819,399 1,052,707 1,671,409 1,655,872
HAR Rk Basic carnings per share 0.9349 0.7724 12681 14731 14607
i e Diluted earnings per share 0.9349 0.7724 12681 14731 14607
MBS RS R Basic earnings per share after deduction of non-
3 en recurring profit or loss 0.7219 0.6065 0.7792 12372 12057
RHHEFEENEE (%) Fully diluted return on net
assets (%) 1.37 6.40 10.41 12.93 14.07
TR A A (%) Weighted average return on net
assets (%) 7.55 6.43 10.76 13.53 14.87
bl RS IR E T 2 Fully diluted return on net assets after deduction of
FRERSE (%) non-recurring profit or loss (%) 5.69 5.02 6.40 10.86 11.81
R H R HA MBS  Weighted average return on net assets after
FRERSE (%) deduction of non-recurring profit or loss (%) 5.83 5.05 6.61 11.36 12.48
RERDELNSRETH Net cash flows from operating activities 2,223,536 2,970,891 2,574,566 1,690,634 3401,151
BRAEEHALNEARE Net cash flows from operating activities per share
i 1.65 220 191 1.25 25
g Total assets 30,974,712 30,077,158 28,500,590 27,003,913 27,364,867
e Total liabilities 13,200,207 13,198,019 12,334,579 11,716,631 13,491,396
oy YT Total equity attributable to shareholders of the
Company 17,145,228 16,313,953 16,458,062 15,387,562 14,020,559
S T T R B Net assets per share attributable to shareholders of
FHE the Company 12.69 12,08 12,18 11.39 10.38
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3. eI P B RORE 2 55 1 5 L 3. Changes in shareholders’ equity in reporting period
(Bfr : ARHETIC) (Unit: RMB’000)
R At
DY NG Total
SR R o B A Non-controlling ~ shareholders’
Attributable to shareholders of the Company interests equity
Jefbsi ol
FeA JE I Other HEBAR  —REBEE KRN
Share Capital ~ comprehensive Surplus General ~ Undistributed
HH Item capital surplus income reserve reserve profits
L Opening balance 1,350,983 3,444,190 (50,149) 1,400,704 142,496 10,025,729 565,187 16,879,140
MBI Increase in the current year - 0 41,111 — 13,001 1,263,017 121218 1,425,346
KA Decrease in the current year — (8) — — — (485,843) (57,129) (529,981)
MM Ending balance 1,350,983 3,444,182 (9,038) 1,400,704 155,497 10,802,901 629,276 17,774,505
(1)  HAthgr AW 332 22 B2 E 3T st sk (1)  Other comprehensive income: Increase mainly dues
E %% g il E) R S E) RO B R R T to the changes arising from remeasurement of defined
HAEHIE s benefit plan liabilities and currency translation
differences;
(2) BB A A < e A AR AR SRR Y — Bt R (2) General reserve: Increase represents the general
(RILYE reserve appropriated in the current year;
(3)  RATECFVIY < HG s AR BE BB 0 5 o 7 (3)  Undistributed profits: Increase represents net profit
23 ) JBE SR R TR o T A AR A SRR — i R attributable to shareholders of the Company in the
e 5 DL S 43 L IR 5 current year. Decrease represents the appropriation of
general reserve and distribution of dividends;
(4) AU RAERS ¢ W 32 B R R R AR AE R 43 (4) Non-controlling interests: Increase mainly dues to

B D WA 1 AR B > WD T A
D WA S R o

profit of certain subsidiaries with non-controlling
interests in the current year . Decrease represents
distribution of dividends in the current year.
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4. MWK 4  Dividend Distribution
AAFEFTERARRE_ZF—-—LETZAH The Board proposed a final dividend of RMB 0.42 (pre-
b H R EEIREE R R B R AR 0.4250 tax) per share for the year ended 31 December 2017, and
(&) > HERROE A AT T —4EF o ity the remaining distributable profits will carry forward to the
e TE ZR 28 A A R T — LA B IR AR Bk it next year. The aforesaid dividend proposal shall be subject
WE o A B 2 F) BB SRORT 5 2 B 4 A 5 R R T to the approval at the 2017 Annual General Meeting to be
BRI » AR B AE 53 47 A B R 4 8 8 held by the Company. The period for the closure of register
g o of members for H-share will be set out in the notice of the

Annual General Meeting to be published by the Company
separately.

5"+ CODIREYOURSELF
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Dear shareholders,

I hereby present the business report and audited financial
statements of the Company for the accounting year ended 31
December 2017 for your kind review.

In 2017, continued decrease was seen in the beer market in
China. The total beer production for the whole year reached
440.1 million hl, with a year-on-year decrease of 0.7% (data
source: National Bureau of Statistics of the People’s Republic of
China). With the economic growth and the improvement of the
consumption structure, the diversification of beer consumers’
demands was continuously pushing the structural upgrade of the
industry. Meanwhile, the industrial development was still faced
with tremendous pressure — the excess production remained
prominent; both the mid-and-high-end catering consumption
stagnation and the intensified promotion of foreign-funded
beer and imported beer in the domestic market increased the
competition in the domestic beer market; companies are faced
with huge pressure of the rising production and operation costs
due to the increased raw material prices and costs of logistics and
labor.

Within the reporting period, the Company continued to follow the
“development strategy led by brands with the support of capacity”
formulated by the Board of Directors, grasped opportunities and
firmly stuck to its willpower in operation to actively promote
the transformation and upgrade of the corporate development
manner. The Company seized the market externally to promote
growth and with the brand as the guidance and innovation as the
drive, accelerated the adjustment, optimization and upgrade of the
product mix; strengthened the management internally to increase
profits and improved the overall running efficiency of value chain
through a number of measures, including centralized purchase
of raw materials, online bidding and construction of intelligent
factories. The multiple measures helped to realize steady growth,
adjustment of structure and control of expenses, consolidate and
improve the Company’s market competitiveness and achieve
the all-round growth of various major operation indicators. In
2017, the Company realized 79.7 million hl of sales volume
of beer in total, with a year-on-year increase of 0.6%; realized
RMB26.277 billion of revenue, with a year-on-year increase of
0.7%; and realized RMB1.263 billion of net profits attributable
to shareholders of the Company, with a year-on-year increase of
21.0%.

9
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Chairman’s Statement

et I o A W DATER v SR {38 e |2 U5 8 A B 4
B Py A iE 5 o PR BT B i B R A
B se ForaL - A5G - R UL A S I T 5 R
A )5 o AR AR ST 5 % TR e i 85 > A W ARHEEE
A7 2 R M 7 o % T A () S8OHE o DA o ) A
SCHEATIE ELAT G M SR T - JR B ) A Tl 35 4 A 3 g
Mty 55 B8] 5 T 1 R Dk i 5 ~ R O A A L 2 2
I > AL T A R SR AR IR N > A B A i AL
AR AEBRTISE BPEAE T S e o B
WG g BB A 22 ] o

BT 35 T 0 A F A A B R — 8 — B o i R
BT AT A i o AR 0o B T A R R > PR
5 L A R R R REE B > DA R R~ R RS A R T
B 1T RE $R T B VL Y R o R L S TE AR -
N ARIEHEAMER BB BB Y - FRM S TEE
i REYHEEE  FEENS LA £
B K B Y 460 35 UR A i R B G B SR TF T R
BE o Ty B PR At B YRR A T RE R  ER R &
B 2 A A A A 4% S OK A MM > PR AR T AR
AHPERE A RSB > MBI ES I EESHE > G
Bly i R SRR TR S R B W G hE B B R R - 201745
5 W AT A R 100 1 B K A LI AN B IR bh i
R 17.5% > MR BRALSRA B e -

AT ANEHERE S FKE P+ BUE R i Bk > DL
AL i 5 A A R 0 e > (B RL S N o EAR - UEIE -
fRE & AL T 2 SR > T 2 A I 32 BT 5 A 4 4 A
AR T 554 e A E B 8% ) R > RRM O ) BB A
BT AETSEE 0 B AAR > aALAORIE R o WO A
D) TS B b A B o A o AR A R AR
5 0 BETH B B v B L ik P B9 B AN B 5 AR Aok
Aoy B HEAE ) B~ 0 R Y IE IR L > PRI K
B~ KA ~ Him - SEREEBURIE » W FyiE A > #2T)
T B IR E A 5 A AT BIRE ) o TRIIRE > A R A
BEALF BN > Wi P 2 B ~ A RO A R
g’i%ﬁi%&é‘ﬁfg > FRTE TR e A A B A

During the reporting period, based on the policy of “promoting
development and seecking for improvement based on the
stabilization”, the Company vigorously cultivated domestic and
foreign markets and sped up the construction of the coastal and
along-Yellow-River strategic areas, dedicating to the building and
improvement of the all-round, structural and layered nationwide
market strategic layout. In the traditional dominant markets
and the markets of places where the factories are located, the
Company fully played the synergetic effect between production
and sales based on the existing production bases and built the base
market circle with brand impact, profitability and market share
with the concerted operation of brewing plants as the support;
geared to the new regional markets, new consumer groups and
emerging consumption channels, focused on resource investment
according to the market layout and made use of the brand and
product mix advantage to constantly improve the marketing
operation and market control ability and develop new space for
increasing volumes and profits.

From the perspective of the international market, the Company
continuously made new progress by combining with the
implementation of the State’s strategy of “the Belt and Road”.
The Company gave full play to the brand and quality advantage,
carried out global brand promotional activities for Tsingtao
Beer, built and enhanced the high-end brand positioning and
product image of Tsingtao Beer with “high quality, high price
and high visibility”. In 2017, the Company organized 460 brand
promotional activities in 42 countries through multiple ways,
including music marketing such as sponsoring concerts and
music festivals overseas, and sponsoring sports events and food
marketing, which increased the brand activity and provided the
best brand and product experience for consumers; expanded the
brand communication by making use of global mainstream social
media network platforms, carried out consistent offline and online
promotional activities to attract more consumers to participate
in the interactions, and boosted the increase of the sales volume
by extending the brand advantage to surrounding markets. In
2017, Tsingtao Beer was sold to 100 countries and regions
around the world, a year-on-year increase of 17.5% in the sales
volume overseas, taking on continuous acceleration in the brand
internationalization.

The Company continued to promote and improve the marketing
mode of “Big Customer + Micro Operations”, and with profits
and market share as the orientation, based on the optimized
operation strategy of “product, price, channel and promotion”,
and by virtue of the sales network covering the major markets
nationwide, reinforced the market expansion and channel
development, actively developed corporate strategic dealers,
constantly improved the distribution network and strengthened
the terminal operation. During the reporting period, the Company
made full use of the brand advantage and focused on the
promotion of the sales proportion of canned beer and high value-
added products through continuous optimization of the product
lines; and improved the ability in managing the market channels
and market terminals by intensifying the promotion of segmented
channels, expanding the development of channels and rapidly
developing modern channels, such as night club, KA, barrel
beer and e-commerce, as well as going down to the terminals.
Meanwhile, the Company continued to optimize the expenditure,
strictly controlled expenses, write-offs and encashment process,
and reinforced market verification, which improved the effective
management of promotion expenses and marketing efficiency.
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During the reporting period, the Company continued to promote
the implementation of the brand strategy of “core brand
Tsingtao Beer + secondary brand Laoshan Beer” and through the
brand expansion mode of “4-in-1” and centered around sports
marketing, music marketing and events marketing, energetically
expanded the channels for interacting and communicating with
consumers, which improved the young and fashionable new brand
image of Tsingtao Beer. At the same time, faced with the new
trend of the upgrade of the beer market consumption structure,
the Company implemented the development driven by innovation
and accelerated the product structure optimization and the
development of strategic new products and new&special products
by virtue of the domestic first-class development platform. In
recent years, a number of new&special products have been
successfully developed and launched, including “Classic 1903,
whole-barley Weissbier, raw stock, Tsingtao Pilsner and Tsingtao
Beer IPA”, providing consumers with a more diversified product
experience; the Company sped up the transformation and upgrade
of high value-added products represented by canned beer and craft
beer and built the differentiate competition advantage between
the mainstream products and the new&special products with more
complete product types and product mix. While promoting the
adaption between the supply structure and the demand structure
and leading the consumption trend, the Company achieved the
improvement in profitability. In 2017, the Company’s sales
volume of its core brand, Tsingtao Beer, reached 37.65 million
hl in aggregate, including 16.25 million hl in total of high-end
products such as “Augerta, Hong Yun Dang Tou, Classic 1903
and draft beer”, which maintained its leading position in the mid-
and-high-end market.

The Company vigorously explored and practiced the marketing
mode innovation of “Internet +”, took the lead in building
the e-commerce channel system of “online retailers + official
flagship store + distributor boutiques + official shopping mall”,
created “Tsingtao Beer WeChat Shopping Mall” and “Tsingtao
Quick-Buy APP”, and established the all-round sales platform
of “e-commerce + physical stores + factory outlets”, to satisfy
the consumers of mobile Internet era with their purchasing needs
and consumption experience through various channels, which
played an active role in promoting the creation of the Company’s
featured new business modes and the development of new&special
products.

Last but not least, I would like to express my sincere gratitude
to all shareholders, investors, consumers, and the hard-working,
loyal and dedicative staff for their tremendous support to the
Company in the past year.

Chairman

SUN Ming Bo

Qingdao, the People’s Republic of China
27 March 2018
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I. Operations of the Company

AT L s A R B o [ A E RS The Company is mainly engaged in the production and sales of
AT ETEREMPEE ERENE S o AREHE % beer, while its subsidiaries and associated companies are mainly
B S B ) T A e B S ML i A o engaged in the production, sales and domestic trade of beer. The

turnover and profits of the Group are mainly generated from the
production and sales of beer.

2017 AR LEB MW E R 797 E T I » EBEEW In 2017, the Company realized 79.7 million hl of sales volume of
ANRWE262.77 70 » BB R bl A w6 B R 0 5 ) beer in total, realized RMB26.277 billion of revenue; and realized

AR 12.63 87T ©

RMB1.263 billion of net profits attributable to shareholders of the
Company.

1. FEMB AT MKEERGPEAEaSHEE 1.  Operation situation of main subsidiaries (calculated in

55) accordance with CAS)
By T R ARE
Unit: RMB 000
B B wk: ¥ A BENM
WG 44 48 Principal products or  Registered  #¥ 7 ¥ FHRE  BRBA  Operating
Name of Subsidiary service capital Total asset Net asset Net profit Revenue profit
T I AL G 4 A R B - BB 287,903 1,772,703 955,175 334,034 2,652,309 420,260
AHIRAH Manufacturing, wholesale
Tsingtao Brewery Xi’an Hans and retail business
Group Company Limited
T AL S A PR A A EiEd 500,000 11,138,524 1,579,994 253,446 47,099 335,057
Tsingtao Brewery Finance LLC Financial business
HRUE CPE) MEAMAT RBNEERE 5000 283,720 170,557 163,056 1,554,757 217,414

Tsingtao Brewery (Pingdu)
Sales Company Limited

Wholesale and retail
business

B
Mr. HUANG Ke Xing
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2. BHEMAEEERENE PR

(1) 2017 4F B 5 F1. 45 43 M8 v 4R I 4 49 954,570 T
JC(20164E J§ : 1,131,600 T-78 ) » 14 4F JE %
JHE A 8.16% (2016 4R £ 10.41%) o

(2) 20174 EHI 2% P BB #A1,366,657 T
JG(20164E J& : 1,590,180 T 76 ) » 4 4 FE &
BT 5.26% (2016 4R & 6.16%) ©

Bk > AAT K HESR - B LI % AR
A 5 A A A W) SR A 22 7 5% 2 BRI S B A bl >
BE 5 G T 8 B T AL AT 2 o

= M S

FHEEBMERE 20174 12 A 31 B 1k 4F B IR % A W
BRI 0.427C(EH) » HERSWAMEALHT —
AEJE o bl sy T TH SR A A AR A ] 2017 4 B B R AR 5 vk
HoE o RIS TEB N 201848 ASHIRB TR K -
B2 W) H G 3 ST 457 e L AR 4y i 5 B B T A BT T > AR
O W AE 53 AT A A 1 JB RAT € 1 g -

= R Inl

AR FAR N 2 S 7 10 R B A R AR R 1w R B
BT > DA RS 2 ) T S 1 = o o T A T S TR 2 2 o
AE R 47 F o4 HEBLE 5 s B | o IR W%
T B S A 0 A 4 I A P SR B A T R AR AR SR 4
EIRCE R €2 TRk G S PASE (WNE SIEF AN
BT B TcE EEFIE] -

2. Information of main suppliers and clients during the
Reporting Period

(1) The total amount of the Company’s purchase from
its top 5 suppliers in 2017 was approximately
RMB954,570 thousand (2016: RMB1,131,600
thousand), which accounted for 8.16% of its annual
purchase amount in aggregate (2016: 10.41%).

(2) The total amount of the Company’s sales of its top
5 clients in 2017 was approximately RMB1,366,657
thousand (2016: RMB1,590,180 thousand), which
accounted for 5.26% of its annual sales amount in
aggregate (2016: 6.16%).

During the Reporting Period, none of the Company’s directors,
supervisors or their associates or any shareholders holding more
than 5% of shares in the Company possessed any interests in the
aforesaid suppliers and distributors.

II. Profit Distribution

The Board proposed a final dividend of RMB0.42 (pre-tax) per
share for the year ended 31 December 2017, and carried forward
the remaining distributable profits to the next year. The proposed
preliminary distribution scheme of final dividend, which is
expected to be payable to the shareholders on 3 August 2018, will
be subject to the consideration and approval at the Company’s
2017 Annual General Meeting. The period for closure of register
of members for H-share would be set out in the separate notice of
Annual General Meeting to be published by the Company.

III. Business Review

A review of the business of the Company within the year and a
discussion and analysis of the Company’s future development,
and the discussion of principal risks and uncertainties faced by the
Company are set out in ‘Management Discussion and Analysis’
on pages 47 to 64 of this Annual Report. An analysis of the
Group’s performance during the year by using the key financial
indicators is set out in ‘Financial Highlights’ on page 4 of this
Annual Report. Significant events occurred during the Reporting
Period are set out in “Significant Events” on pages 71 to 76 of
this Annual Report.
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The Group is devoted to supporting the sustainability of the
environment. The Company adheres to the environmental
principle of “good returns are from kindness”, and has the
environmental protection vision of “being the model of green
development in beer industry”; and takes the environmental
protection mission of “promoting the everlasting development of
the Company through implementing the low-carbon management
of environmental protection and recycling economy to realize the
harmonic relationship with the nature”. To realize the purposes
of the implementation of its social responsibilities, the prevention
from environment risks, and the improvement of environmental
protection performance of its environmental protection
management, the Company strictly abides by the environmental
laws, regulations and other requirements, keeps on reconstructing
and improving the environment treatment facilities, deeply carries
out the planned and intensive management of environmental
protection, improves the different management systems and
evaluation mechanisms, and keeps on improving the qualification
and skill of environmental protection personnel to realize the
steady and compliant discharge of pollutants. By promoting the
clean production and recycling economy, the Company carries out
the bidding for the waste area to improve the utilization efficiency
of the wastes.

Within 2017, the Group had complied with the relevant laws and
regulations that had significant impacts on the operations of the
Group.

The Company confirms that the employees, customers and
cooperation partners are the key to our sustainable development.
The Group is committed to establishing a close and caring
relationship with our employees, providing quality products
to the customers and strengthening the cooperation with our
business partners. For details of the environmental and social
responsibilities performed by the Company, please refer to
Tsingtao Brewery 2017 Environment, Society and Governance
Report published by the Company on the website of the Stock
Exchange on 27 March 2018.

IV. Reserve

Details of changes of reserve of the Company and the Group
during the Reporting Period are set out in Note 4 (37) and (38) to
Consolidated Financial Statements (prepared in accordance with
CAS).
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T JReAC A B % SR

V. Changes of Share Capital and
Information of Shareholders

Lo AR - AR R B A Y % T A 5 W R 9 A 5 1.  During the Reporting Period, no changes happened to

1t the total number of shares and share capital structure of
the Company.

AR 23 ) DAAE A 0T B8 W 0 d5 4% T BT AT H BT DA Based on the public information which could be known

328 ~ O3 E AL I 2 B EORME By SR 5 R on the latest practical date before the annual report was

2y ) 9 2 SR I A T A R LT BRI DR BER o published, which was also known by the directors of the

WAL HRAEIIR > BRI

Company, the number of the Company’s shares held by
the public had satisfied the requirements in Listing Rules.
The structure of share capital as at the end of the Reporting
Period is as follows:

AE27,180 F s HIRRB A 2854 ©

By g
Unit: Share
AR
End of
Reporting
Period
— - ANRMGER (ARK) I.  RMB-denominated ordinary shares (A-share) 695,913,617
= B RN ESNERE (H B II.  Overseas listed foreign shares (H-share) 655,069,178
Aoy A 8 Total shares 1,350,982,795
2. JBe S 4 DL 2. Shareholders
(1) HEWRA R RS 27,465 F o Hr - (1) As at the end of the Reporting Period, the total

number of shareholders of the Company was 27,465
including 27,180 holders of A-share, and 285 holders
of H-share.

I > A BB A TR R W R During the Reporting Period, none of the shareholders

AL 8 B 2 HE R A 0L

of the Company gave up or agreed to give up the
arrangements of any dividends.
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(2) As at the end of the Reporting Period, the

A S B B R ) 4% shareholding of top 10 shareholders (and holders
of listed shares without sales restriction) of the
Company is as follows
1187 4
Unit: Share
LT REMARR T B
Increase/Decrease  Shares held at the HRIH (%) Wa
Resism during the ~ end of the Reporting Shareholding Guarantced or Rebysin
Shareholder’s name Reporting Period Period percentage (%) frozen shares Class of share
R B RAR (Wt 1) 0 416,448,035 3083 i AR
Tsingtao Brewery Group Company Limited (Note 1) Nil A-share and H-share
BTG (RN ERAT 22/ 93984 370519433 74 g3l Hi
HKSCC Nominees Limited (Note 2) Unknown H-share
AN EAEREA G’ 0 270,127,836 19.99 KA i
Asahi Group Holdings Ltd. Unknown H-share
PREFERRDHRAT 40357979 299 g3l AR
China Securities Finance Corporation Company Unknown A-share
R A E AR AT 17,574,505 130 A AR
China Jianyin Investment Company Ltd. Unknown A-share
HARAFREROHRAT - 44 - WRAAL 11,012,443 0.82 KA AR
PICC Life Insurance Co., Ltd. - Dividends — Dividends for personal Unknown A-share
insurance
Bl EAARAR 10,517,500 0.78 A Al
Hong Kong Securities Clearing Company Limited Unknown A-share
el & A A AR 9,994,566 0.74 KA AR
Central Huijin Asset Management LLC. Unknown A-share
PRRATROHRAT - A ERERETRER A 6,021,516 043 KAl AR
fiezidie T
Bank of China Limited — Orient Hongrui China Shanghai Hong Unknown A-share
Kong Shenzhen Flexible Allocation Mixed Securities Investment
Fund
2HRES-RRAR 6,013,113 043 #A AR
National Social Insurance Fund One Zero Five Portfolio Unknown A-share
MaE - Notes:

1~ HREEFAREEAR TERLASDK
B I 2 F R A R A A ) BB A R
11,316,000 JB » FAS B 1A A ) A BBy
405,132,055 %t ©

2~ ARG (IRE) A PR A R R A
P i HATIRA 73 By B W 5 R A
PR W] B 2 A W] > A ol rh LA 5 (1R
M)A B F R B H B R T3 R L &
PR > Sl O AT A 4 R
A B H BB A o T A R e B
A7 WA TR A BB 75 2 R I 2
BFRA -

B R > A2 R M A 0 IBE R+ 44 B R [
T A A7 A R g B AR SR R — B AT B

1. Tsingtao Group holds 11,316,000 shares of H-share
in the Company by itself and through a wholly-owned
subsidiary, and 405,132,055 shares of A-share in the
Company by itself.

2. Both HKSCC Nominees Limited and Hong Kong
Securities Clearing Company Limited are wholly-
owned subsidiaries of Hong Kong Exchanges and
Clearing Limited. The H-shares are held by HKSCC
Nominees Limited on behalf of different clients
excluding the H-shares held by the wholly-owned
subsidiary of Tsingtao Group, while the A-shares are
held by Hong Kong Securities Clearing Company
Limited also on behalf of different clients.

Save as disclosed above, the Company is unaware
if there are any associations among these top ten
shareholders or if they are of the parties acting in
concert.
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3)

SYE Y (3)  Substantial Shareholders of H-share
R20174E12 31 H » BR Fat AL4b > ARA Save as disclosed below, the directors of the
M EFEARMBHEMARA R HESR - B Company are not aware of any persons other than
&~ e ATEON B sl i s A RAAMIg A a director or supervisor or chief executive of the
- s FEA A T By SR B B AR P BE A RE S Company or his/her respective associate(s) who, as at
BORE > T % S RE S BRI IR 5 31 December 2017, had an interest or short position
B AR ) (B 0158 571 %) ([ 27 K] in the shares or underlying shares of the Company
AR ) 1) 58 336 16k T 4 A 11 5 i 1 T o Bk which was recorded in the register to be kept under
& Section 336 of SFO:
B/ HiW )
0TS 3 T <)
Number Az i 28k
of Shares/  As a percentage ZHA
i1 iz T 5i R4 h 4 underlying of the entire  As a percentage
Name Nature Class of Shares Capacity Note Shares issued capital ~ of all H Shares
HETHEE il AR bl 5! 405,132,053 29.99% TR NIA
SASACQ Long position A-Share Corporation AR
A-Share
Ha H pecil o i 38,335,600 2.84% 5.85%
Long position H-Share Interest of controlled HR
corporation H-Share
BEERERARRARAR HA H BaHEAA 38,335,600 2.84% 5.85%
Hong Kong Xinhaisheng Long position H-Share Beneficial Owner HR
Investment Limited H-Share
H AR iy HIk BasA A 270,127,836 19.99% 41.24%
Asahi Group Holdings, Ltd  Long position H-Share Beneficial Owner S? it
H-Share
JPMorgan Chase& Co. g H & TR/ 243 39,308,044 291% 6.00%
Long position H-Share €0k 1O HIk
Elace s VATSON H-Share
Interest of controlled
corporation/ Beneficial
Owner/ Investment
Manager/ Custodian
Wik ESE  HR 16,548,223 1.22% 253%
Interest in a lending pool ~ H-Share HIR
H-Share
il H SHRHEA A 722,000 0.05% 0.11%
Short position H-Share Beneficial Owner HIR
H-Share
Baillie Gifford & Co i) H % verlill v 4 58,953,003 4.36% 9.00%
Long position H-Share REEm HIE
Interest of controlled H-Share
corporation/ [nvestment
Manager
WA Ha H pecihil o 3 243,108,236 17.99% 37.11%
Guo Guangchang Long position H-Share Interest of controlled HR
corporation H-Share
Fosun International Holdings 14 H I SR MR 5 243,108,236 17.99% 31.11%
Ltd. Long position H-Share Interest of controlled HR
corporation H-Share
HREBHRAR i3l % S 3 243,108,236 17.99% 37.11%
Fosun International Limited ~ Long position H-Share Interest of controlled HR
corporation H-Share
HREXERARAR Livis H i BHHEHA 153,255,626 11.34% 23.40%
Fosun Industrial Holdings ~ Long position H-Share Beneficial Owner H IR
Limited H-Share
China Momentum Fund, L.P. ~ #f4 H pecil o ¢ 43,939,899 3.25% 6.71%
Long position H-Share Interest of controlled HR
corporation H-Share
China Momentum Tnvestment ~ #f 4} H 5t LN 43,939,899 3.25% 6.71%
(BVI) Limited Long position H-Share Beneficial Owner l; i3
H-Share
Fidelidade - Companhia e~ Jf4r H & tit ZiPN 34,434,533 2.55% 5.26%
Seguros, S.A. Long position H-Share Beneficial Owner H

H-Share
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(2)

3)

(C))

%)

(6)

()

3. BEERRIBHE

R AL TETREZEZAMERN
38,335,600 B H B & 7 48 5 ML AL B i &
i o 2 i) 7 s 2 Vg I B SR AT PR )
foo MBRHMEHEESHHR > SHTH
% & 504 38,335,600 B H B AR ©

JPMorgan Chase& Co. FH¢ /B & BHE M 5 i
T I A R A R R A Y o

JPMorgan Chase& Co. #1522 W 7 i JiE
P R 43 B 2 TR P TR EE I A Wl ST o

Baillie Gifford & Co ¢t % 55 F i 25 1 B4y
4 B i % % M Baillie Gifford & Coi%
il 2 W A R R

#BEE B J64: > Fosun International Holdings
Ltd. Be 5 B AT BRA 7 A % =2 AT 2R 1
JBe A0y i 43 ) 25 308 25 5% b A S 4 ) v 4 W)
Pl w4 B R A o

China Momentum Fund, L.P#{ 1 % =
HRE %% 09 B 4y & 7B % China Momentum
Investment (BVI) Limited 34 °

A BERORE R R ) S
B A s 22 5 B 5 TP A BR8N W] A 0l (www.
hkex.com.hk) f7 B[ % BEHERE 194 o

Ao FCERR )l v I 3 i N A AR 4 e R B AE 1Y
BUAE > B4 AR Bl b Z8 e 35 Ll 1 BUAT I SR %

B e >

SRV > A ] ZERE S v A R R R

Seib AR R

Notes:

(€]

(2

3)

(C))

%)

(6)

©)
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The 38,335,600 H-Shares which were deemed to be
interested by SASACQ were held by Hong Kong
Xinhaisheng Investment Limited, a wholly-owned
subsidiary of Tsingtao Group, which is controlled
by SASACQ. According to the latest disclosure
of interests filings, SASACQ was interested in
38,335,600 H-Shares.

The shareholding information of JPMorgan Chase &
Co. is made based on the latest disclosure of interests
filings.

The shares in which JPMorgan Chase & Co. was
deemed to be interested were held through various
intermediate holding companies.

The shares in which Baillie Gifford & Co. was
deemed to be interested were held through various
controlled wholly-owned subsidiaries of Baillie
Gifford & Co.

The shares in which Mr. GUO Guangchang, Fosun
International Holdings Ltd. and Fosun International
Limited were deemed to be interested were held
through various controlled corporations and a fund
managed by the controlled corporation held by Mr.
GUO Guangchang, Fosun International Holdings Ltd.
and Fosun International Limited.

The shares in which China Momentum Fund, L.P.
was deemed to be interested were held by China
Momentum Investment (BVI) Limited.

For the latest disclosure of interests filings for the
Company’s substantial shareholders, please refer to
the “Disclosure of Interests” section on the website of
Hong Kong Exchanges and Clearing Limited (www.
hkexnews.hk).

Pre-emptive Right

There are no provisions concerning pre-emptive rights
in the Company’s Articles of Association or any of laws
in China, which require the Company to firstly offer

new shares

on pro-rata basis to its existing shareholders.

However, the Company has to abide by the rules concerning
pre-emptive right in Listing Rules.

19
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N.EmHESER GREEABME
TIEM

Lo H# - BRI AT B BB L

VI. Directors, Supervisors, Senior
Management Officers and Employees

1. The shareholding of directors, supervisors and senior

management officers

B R
Unit: Share
J91 Ky e
AR 5 B Shares held at
Shares held at the end of
4 W A5 the beginning of  the Reporting JBe 43 8 351
Name Position the year Period Class of share
- ik HER 124,160 124,160 AR
SUN Ming Bo Chairman A-share
e B BAT#ES - AR 1,300 (#£) 1,300 A Bt
HUANG Ke Xing Executive Director, President of the Company (Note) A-share
A BATHE S - A ARBGRRE AR AR 122,876 122,876 AR
FAN Wei Executive Director, Vice President of the A-share

Company & President of Manufacturing

Center, Chief Brewer

Aty LSS A R R R 26,502 ) 0 HoH 25,202 )
T L SR AR A o

B 2017412 331 H Ik > B LAk A B # B 4b >
AT ES - B A RSN B A A
) B R W T 26 LG R B R R )5 XV
BTG 0 RE T 2 ) 0 JRE 4 ~ R R PR £ R
B AR AT RE 25 TR AT % SR A R R R
BB R BB RBI) S 352 8 T 117 & s i
T S 1 A R ¥4 < ) ) 908 A AR A ] B B W T AR
it o

A F) B RACHEHE AR U ) DA B AR 2 ) i BT 94 ) 3
o~ B R A BN BT R AR A R e e S 5
T P A7 S U0 DA 8 2 S A AT B 2 38 B W AT A T U
FIBLHE o A B O 1 B A 3 2 e B A A e A
Al o A0 S5 e T R ST 9 2 A T A - 3
F P CRE AT JU) ) B FCAT 2~ S0 R 508 T L R A7 B
RO AL PR o

Note: Mr. HUANG Ke Xing was deemed to be interested in 26,502
shares, of which 25,202 shares were held by his spouse.

As at 31 December 2017, save as disclosed above, none of
the directors, supervisors or senior management officers
of the Company had any interests or short positions in the
shares, underlying shares or debentures of the Company
or any associated corporations (as defined in Part XV of
SFO), and such interests or short positions were recorded in
the register required to be kept under section 352 of SFO or
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

The Company has adopted Model Code and Administration
Regulations of Shares of the Company held by Its Directors,
Supervisors and Senior Management Officers and the
Changes formulated by the Company as its codes of conduct
and standards in respect of securities transactions by the
directors. Specific enquiries were made with all directors
who had confirmed that they had complied with Model
Code and its codes of conduct and standards regarding
director’s securities transaction at all applicable time during
the Reporting Period.
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HIE LA RIS 13.51B(1) k2 % 35 B o i 5
wF :

28 TR S JEAT H T > W 8 R AT 5A
BIs Iy B S P PR A R B SL R o

3. HedE -~ BOU - RAATLA FUAE BESR AT O

BHAFPATES KA AR > T DR
A0 R AT A B A0 B A B AURCH B B
T 3450 D 4 T AR o) > 95 B A S TN A A28 A o
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il S B
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Changes of information of directors

The changes of information of directors pursuant to Rule
13.51B (1) of Listing Rules are as follows:

Mr. YU Zeng Biao, Independent Non-executive Director
of the Company, was appointed as Independent Director of
HONY Yuanfang Fund Management Co., Ltd. during the
reporting period.

Annual remuneration of directors, supervisors and
senior management officers

For the executive directors and other senior management
officers, the Company adopts the annual performance
appraisal focusing on the working position and the
administration of target responsibilities, and the
remuneration incentive program including basic salary
and annual performance remuneration. The basic salary
is determined in accordance with the senior management
officers’ position responsibilities, years of working,
and etc., while the annual performance remuneration
is determined and distributed in accordance with the
Company’s annual operating results, the degree of the
completion of annual work plan, the results of annual
appraisal towards the senior management officers, and etc.

21
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oy B M S JE AT HE A R o B R R R R R e The annual remuneration of the independent non-executive

SR L 5 o

directors and independent supervisors is paid pursuant to
the resolution passed at the general meeting.

031520 PR B 2 ) 4T BB G TN A A

(H#58) (BLRG)

Total remuneration withdrawn from the

4 Wk 5 Company during the Reporting Period

Name Position (RMB 0°000) (pre-tax)

- ik EHER 101.89

SUN Ming Bo Chairman

e B PUTHES - R 96.92
HUANG Ke Xing Executive Director, President of the Company

B ft PATHE D - BRI RS A - R 72.69

FAN Wei Executive Director, Vice President of the Company &

President of Manufacturing Center, Chief Brewer
R PATHE S - A 70.57
YU Zhu Ming Executive Director, CFO
A e FEBATE (72018423 1 19 HBHE) 0
Yasutaka SUGIURA  Non-executive Director (resigned on 19 March 2018)
EEHK B R AT E S 12
WANG Xue Zheng  Independent Non-executive Director
T B EATE S 12
YU Zeng Biao Independent Non-executive Director
BB B R AT E S 12
BEN Sheng Lin Independent Non-executive Director
e B R ATE S 12
JIANG Min Independent Non-executive Director
25 BihgER 12
LI Gang Chairman of Board of Supervisors
wisE— JBe 3R B = (4 2018473 H 19 H ) 0

Ryoichi KITAGAWA

Supervisor as Shareholders’ Representative
(resigned on 19 March 2018)

B WA A 8
LI Yan Independent Supervisor

E5iF WA 8
WANG Ya Ping Independent Supervisor

[l B LEE 57.05
XUE Chao Shan Supervisor as Employees’ Representative

AL B LEEH 44.19
SUN Li Hong Supervisor as Employees’ Representative

TR B LE 41.26
XING Jun Supervisor as Employees’ Representative

FFik il 48 AR 71.52
WANG Rui Yong Vice President

BB B 201.01
CAI Zhi Wei President of Marketing Center

iR EREHE (FEAFRE) 50.41

ZHANG Rui Xiang
G

Total

Board Secretary/Company Secretary (Hong Kong)

883.51
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B 4.  Employees
4.1 BEHREHR > AAF (LHETETAR)E 4.1 As at the end of the Reporting Period, the Company
i B TIE5H40.810 A - B THEME BT (including the subsidiaries) totally had 40,810
FREEME - persons of full-time employees. The composition of
employees in terms of profession and educational
background is as follows:
HERR MERRUN WEERRAH (A)
Profession Class of Profession Number (person)
A RE N\ B Production and service personnel 17,541
G kY NIE| Sales personnel 12,343
TEHEmAR Technical and engineering personnel 2,743
g7 YNE| Financial personnel 1,357
TEAERANE Administrative personnel 6,826
&3t Total 40,810
R o R RN i (A)

4.2

% — L4 4 it ANNUAL REPORT 2017

Educational Background

Class of education

Number (person)

S b3 S
AR
HAHE
A
FHUT

5 2

VR T ) ~ RO A BB ~ SCAL SR A
R0 B 22T RN BE R o TR BLUOR AL L
AL T RO 8 R > AP R B R A
[ BRAR |52 -

20174 > BBATFRIGR - THANE - 2%
FAL S THRBL R ~ BEBOA ~ $R280R 13685 1
BB > BT R B SR e > SE R TS o 8
i H RS AR - SERE I A
BRI AW HETY ) ~ R8T SCHR A S 1Y
77 I 0 By 2 ] R B R

Master’s degree and above

420

Undergraduate
2-year college

Secondary specialized school
Under secondary specialized school

Total

4.2

7,021
11,956
8,228
13,185

40,810

Remuneration policy

The Company continuously improves a comprehensive
incentive system based on the salary incentive, driven
by the professional development incentive, attracted
by the emotional incentive and focused on the
cultural incentive. Based on the material incentive,
the Company deepens the honor incentive mechanism
that it continuously implements the honor incentive
of “Wolf Warrior” in its marketing system.

In 2017, centered around its main business line
of “maintaining growth, adjusting structure and
controlling costs” and “maintaining quality, reducing
costs and improving efficiency”, the Company
continued to diversify its incentive tactics and
optimize its supporting mechanisms. It drove the
transformation and growth of itself through the
mechanism of “four impetuses”, including the target-
based stimulation, the honor-based traction, the
performance-based driving force and the capacity-
based support force.
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20174 > v F F5 BUHERE N B AL SR
THEH o N BSEAEER - ARBCRE
FTF - NTHEA GBS - B TR EH
% o

4.3 it

20174 B e AE i B T8 Bk RE ) 32 71 DL e £k
HEEER AN 53 > SLETHOE R BREh dg
O VA5 B g LA AR % I R R A AL B
Tsingtao # b6 % 2 ¥ AL A i M B AE 5 8
B~ BOETCRNEEH - i SR 2y BB PE T
P T RER T 52 5 B o wlE I Rk i B hE
K% B2 REN B SL T RRAT 5 DAATEIERE Ay
5 IE H R H Ol

£ SO A Z R

Wi SO 8 A > A Oy ) lCHCAT o A A ) SR I 4
AT AT 1 (] 22 BT ) 2 4k > DABOR A R Z 3 3 S B o vl
I NS 2 ] Sl A A T ey o 2 T M 2 o

5 e SR b A
. %%i%% B AIRE B N RS

A T M T T N B O SR A T LR A
A T o % S S B A A ) B A AT — 45 A A A ]
B T J§ A ) 4 b £ 20 IR ZEUARE HY SR AR P IR 5 5 200 (R A
WL BRAN) o BRULZ A » A B 3 o5 I G o o JiE A B
Ay T B FL BRI 2 BT L WA AT A0 e TR A

Ju . B IR AT 2 T e Y i

AN ) B AR BT R 5E 3,13 R W B 45 4 BUE M o Ik
YA S O o B A AR SRR R > AR A AR
A BB L IR AT HE L A\

In 2017, the Company continued to promote the
projects of personnel optimization and efficiency
improvement, achieving effective control of the total
number of personnel, marked improvement of the per
capita efficiency, reasonable control of the total sum
of labor costs and stable growth of staff’s income.

4.3  Training plan

In 2017, centered around the improvement of on-
job employees’ duty performing abilities and
the development of reserved echelon talents, the
Company effectively promoted the construction of
all the employees’ abilities. The Company’s basic
units pushed the systematic design of the training
system, leading to the flourish of various learning
organizations, such as Tsingtao Academy; the
practical training base for marketing and production
and the position big training served as a convenient
platform form the improvement of skills; the skillful
masters selected from the entire Company set a
good example for technical staff; the effects of the
projects oriented by actions and learning were getting
increasingly prominent.

VIL.Directors’ and Supervisors’ Right of
Purchasing Shares

Save as disclosed above, neither the Company nor any of its
subsidiaries participated in any arrangements in any time of the
year which could enable its directors and supervisors to obtain
interests from purchasing shares or debentures of the Company or
that of any other organizations.

VIII.Contracted Rights of Director or
Supervisor and Director’s Service
Contract

All directors and supervisors appointed by the Company had
entered into service contract with the Company, but did not enter
into any service contract with the Company that the Company
and its subsidiaries should make compensation to the director or
supervisor when it terminates the contract within 1 year after the
contract has been entered into by both parties (excluding statutory
compensation). Besides that, neither directors nor supervisors
obtained material interests from any contracts entered into with
the Company or its subsidiaries within the year.

IX. Confirmation of Independence by
Independent Non-executive Directors

The Company has received annual confirmation letter from
each of the existing independent non-executive director on their
independence pursuant to Rule 3.13 of Listing Rules, and still
believes that, the aforesaid independent non-executive directors
are persons of independence.
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X. Buy-back, Sales and Redemption of
Shares

During the Reporting Period, neither the Company nor any of
its subsidiaries bought back, sold or redeemed any of its listed
securities of the Company.

During the Reporting Period, neither the Company nor any of its
subsidiaries issued or provided any options or any other similar
rights, nor exercised any rights of conversion or subscription.

XI. Principal Subsidiaries and Associated
Companies

Details of the subsidiaries and associated companies of the
Company are set out in the attached Notes to Consolidated
Financial Statements.

XII.Fixed Assets

Any changes of fixed assets during the Reporting Period are set
out in the attached Notes to Consolidated Financial Statements.

XIII. Bank Loans

Details of bank loans as at 31 December 2017 are set out in the
attached Notes to Consolidated Financial Statements.

XIV.Permitted Indemnity Provision

As approved at the 2013 Annual General Meeting of the
Company, the Company has purchased appropriate liabilities
insurance for all directors.

XV. Equity-linked Agreements

No equity-linked agreements were entered into during the year or
subsisted at the end of the year.

XVI.Directors’ and Supervisors’ Interests
in Transactions, Arrangements and
Contracts of Significance

No transaction, arrangement or contract of significance, in relation
to the Company’s business to which the Company, its holding
companies, or its subsidiaries or fellow subsidiaries was a party
and in which a director or a supervisor or any entity connected
with them was materially interested, directly or indirectly,
subsisted during the Reporting Period.
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+E. XVILDonations

ARG T A4 A H 0 2835 T Al R R 2 4 TR & OF The amount of charitable and other donations made by the Group

BRI H FEPY (52) - during the year is set out in Note 4 (52) to Consolidated Financial
Statements.

B Eac e @B EAb > ASHE B 3 M AR P9 R 28 35 e Hofl 48 Save as disclosed above, no charitable and other donations have

K o been made by the Group during the year.
HWIk SUN Ming Bo

HHEE Chairman

g \ RAL A R Qingdao, the People’s Republic of China

—F2— )FE=H_=++tH 27 March 2018
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I hereby present the 2017 Report of Supervisors of Tsingtao
Brewery Company Limited for the kind review by all
shareholders.

During the Reporting Period, the Board of Supervisors
prudentially and seriously took its duties and responsibilities
by strictly abiding by the related provisions in the laws and
regulations and Articles of Association for the target of practically
protect the legal rights and interests of the Company and its
shareholders. It supervised the proposals including the Company’s
financial statements and significant events, and made site
researches in some production plants and sales companies for the
matters including internal control and connected transactions.
It legally exercised its duties and responsibilities to ensure the
operations of the Company are in compliance.

e

Work of Board of Supervisors during
the Reporting Period

(I) Meetings held by Board of Supervisors
During the Reporting Period, the Board of Supervisors
held totally 7 meetings, including 5 regular meetings and
2 unscheduled meetings, with 17 different resolutions
considered, mainly including the following:

1. Regular reports:

(1) considered the Company’s 2016 Financial
Report;

(2) considered the Company’s 2017 First Quarterly
Report;

(3) considered the Company’s 2017 Interim
Report;

(4) considered the Company’s 2017 Third
Quarterly Report.

24 56 A
Mr. LI Gang
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2. Continuous connected transactions:

It considered and approved the resolution on the
continuing connected transactions of contracted
processed products according to the Contract
Production Agreement between Tsingtao Shenzhen
and Asahi Breweries as well as Asahi Investment in
2017.

3. Other issues:

The Board of Supervisors also considered and
approved over 10 resolutions including the
Company’s 2016 profit distribution preliminary
scheme, 2017 budget draft, providing guarantees to
its subsidiaries and etc.

Site researches made by Board of Supervisors

During the Reporting Period, the sales volume of China’s
beer market continued to decline along with the more
intense competition in the industry, and the severe
challenges to the Company. To further understand the
production and sales situation of Tsingtao Brewery in
China, and also to provide the supervisors (especially the
external supervisors) with a better understanding of the
Company, the Board of Supervisors made over 10 site
inspections and researches in the factories, subsidiaries and
marketing branches in Jiangsu, Hebei, Shanxi and Gansu.
And through the opinion exchanges in the investigations
and researches, the Board of Supervisors obtained the first-
hand information which provided supports to the scientific
decision-making and the effectiveness of exercising the
supervision function of Board of Supervisors.

Independent Comments made by Board
of Supervisors to the issues in 2017

Compliance operation

During the Reporting Period, the members of Board of
Supervisors legally attended the general meetings, sat in the
board meetings, and the Chairman of Board of Supervisors
sat in the presidential conference. By legally exercising its
supervision right, the Board of Supervisors is of the view
that, the convening procedures of the Company’s general
meetings and board meetings, the matters in the resolutions,
and the Board’s implementation of the resolutions approved
at the general meetings are in compliance with the laws,
regulations, related regulatory requirements, and related
provisions in Articles of Association.
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The Board of Supervisors is of the view that, the
Company carried out various work strictly in compliance
with the requirements in the laws, regulations, Articles
of Association, and other regulatory regulations, made
decisions legally and operated in compliance manner.

The Board of Supervisors is of the view that, all directors
and senior management officers fulfill their duties with
diligence in accordance with the State laws, regulations
and related provisions in Articles of Association. During
the Reporting Period, none of the directors and senior
management officers was found to have any behavior
violating any laws, regulations and Articles of Association,
or damaging any interests of the Company or its
shareholders in performing their duties and exercising their
authorities.

Review of the financial situations

After having supervised and audited the financial situation
and results of the Company for the year 2017, the Board
of Supervisors is of the view that, the Company’s financial
system is sound and complete, the financial operation
is compliant, the financial situation is satisfactory, and
the financial statements truly and objectively reflects the
Company’s financial situation and operation.

Latest use of proceeds received

During the Reporting Period, the Company did not have
any newly received or remaining proceeds received from
financing activities, and there was no situation of violation
of regulations in the management and use of proceeds
received from financing activities.

Information of connected transactions

The Board of Supervisors is of the view that, the connected
transactions are considered by the Board in legal procedures
that the concerned directors abstained from the voting when
considering the related continuing connected transactions;
the related terms and conditions are entered into on
normal commercial terms at fair price which are fair and
reasonable, and are in the interests of the Company or its
shareholders as a whole.

Internal control work report

The Board of Supervisors is of the view that, the Company
has established a sound and effective internal control
system in accordance with its own actual situation and
the requirements of the laws and regulations, which
is effectively implemented. The 2017 Internal Control
Evaluation Report presented by the Board and the internal
control audit report presented by the auditor truly and
objectively reflects the construction and operation of the
Company’s internal control system.
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administrative policies to the information insiders

The Board of Supervisors is of the view that, the Company
has worked out Administrative Policies for the Registration
of Information Insiders in accordance with the related
regulations. It has inspected that, during the Reporting
Period, the Company did not have the situation of being
investigated or rectified by the regulatory authorities for the
release of inside information. The administrative regulation
of information insiders is improved, and strictly abided by
and implemented.

In 2017, according to the typical and practical experience
of the Company’s Board of Supervisors, our article titled
“A Scientific and Independent Structure of Board of
Supervisors Helps to Improve the Monitoring System”
was selected and printed by China Association for Public
Companies in its book Best Practice Cases of Board
of Supervisors of Listing Companies. In September
of the year, in the “Workshop for Chairman of Board
of Supervisors of Listing Companies” held by China
Association for Public Companies, I made the presentation
titled “Featured Practice of Establishing an Independent
and Highly Efficient Board of Supervisors” on behalf of the
Company’s Board of Supervisors. In conclusion, the Board
of Supervisors has diligently performed the duties assigned
by laws, regulations and Articles of Association and played
the functional role as Board of Supervisors. I would like to
take this opportunity to extend my heartfelt thanks to all the
Supervisors for their contributions towards the performance
of the Company’s Board of Supervisors during the reporting
period!

The service term of the Company’s Eighth Session of the
Board of Supervisors expired on 16 June 2017 and since
the nomination of the candidates of Supervisor for the new
session of the Board of Supervisors has not finished, all the
members of the Eighth Session of the Board will continue
to perform their obligations and duties as Supervisor in
accordance with laws, administrative regulations and
Articles of Association to maintain the continuity and
stability of the work of the Board, ensuring the sustained,
healthy and sound development of the Company and
protecting the legitimate rights and interests of the
Company and its shareholders.

Chairman of Board of Supervisors: L1 Gang
27 March 2018
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Since the Company was listed on the Stock Exchange and
SSE in 1993, it has been improving its corporate governance
structure and regulating the operation of the Company pursuant
to the domestic and overseas listing rules and regulatory
requirements. The Company’s general meeting, the Board and
Board of Supervisors exercise their respective duties that they
make decisions independently but supervise each other, which
maintain the balance of power among them. The Board sets up
three professional committees, namely, Audit & Internal Control
Committee, Strategy & Investment Committee and Nomination
& Remuneration Committee, which are mainly comprised of
external directors (including independent non-executive directors)
who play a positive role in improving the efficiency of decision-
making of the Board and promote the effective operation of
corporate governance of the Company.

The members of the eighth session of the Board are in appropriate
balance in aspects including skills, experience and diversifying
insights, thus to improve the effective operation of the Board and
maintain the high-standard of corporate governance.

During the Reporting Period, the Company had abided by the
code provisions in the Corporate Governance Code set out in
Appendix 14 of Listing Rules, with the exception of the deviation
from code provision A.4.2.

According to code provision A.4.2, each director (including
directors with a specific service term) shall take turns to resign,
at least once every three years. As disclosed in the Company’s
Announcement dated 14 June 2017, the service term of the
Company’s Eighth Session of the Board and the Board of
Supervisors expired on 16 June 2017. Since the nomination of
the candidates of Director and Supervisor has not finished and
to maintain the continuity and stability of the work of the Board
and Board of Supervisors, the re-election and appointment of
the Company’s Eighth Session of the Board of Directors and
Board of Supervisors will be postponed and thus, all the specific
committees under the Eighth Session of the Board of Directors
will be extended accordingly as well in order to guarantee the
continuity and the stability of all works. If feasible, the Company
will conduct the re-election and appointment of the Board of
Directors and Board of Supervisors as soon as possible. Measures
taken by the Company for corporate governance are as follows:
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The Board

Duties and assignments

Under the leadership of the Chairman, the Board exercises
its administrative decision-making power concerning the
Company’s development strategy, management structure,
investment and financing, financial supervision and
control, and dedicates to realize the maximization of
its shareholders’ value. It has been stated in details in
the Company’s Articles of Association and its appendix
Order of Meeting for Board of Directors the Board’s
authorities in the Company’s development strategies and
management, and its power of supervision and inspection
over the Company’s development and operation. At the
same time, the Board implements its duty of corporate
governance by monitoring, evaluating and ensuring the
effectiveness and efficiency of the Company’s internal
control system, and situation of the Company’s compliance
with the laws and regulations. The Board is responsible
for the implementation of the duties and responsibilities
of corporate governance set out in the function scope of
Rule D.3.1 of the revised Corporate Governance Code. The
Board has performed the relevant duties during the year.

The division of duties between the Company’s chairman
and president has been clearly defined and stated in
Articles of Association and its appendix. The chairman is
responsible for deciding the agenda of each board meeting,
contacting other directors before each meeting for any
proposals to be considered at the meeting, and considering
whether to include such proposals into the agenda
according to the actual circumstance. Besides, the chairman
should also be responsible for leading and working out the
Company’s overall development strategy, and supervising
the implementation of resolutions approved by the Board.

The president is responsible for arranging the
implementation of resolutions approved by the Board,
yearly budget and investment plan of the Company, and
reporting to the Board about the Company’s operation,
signing and implementation of significant contracts;
exercising the right of the use of funds and assets within the
scope authorized by the Board, and signing the contracts
on behalf of the Company. At the same time, the Company
clarifies the specific duties and responsibilities, and the
work of all senior management officers, so as to ensure the
undertaking of obligations of integrity and diligence of their
own responsibilities.
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Composition

As at 31 December 2017, the eighth session of the Board
comprises 4 executive directors, 1 non-executive director
and 4 independent non-executive directors:

Executive Directors

Mr. SUN Ming Bo (Chairman)
Mr. HUANG Ke Xing (President)
Mr. FAN Wei

Mr. YU Zhu Ming

Non-Executive Director
Mr. Yasutaka SUGIURA (resigned on 19 March 2018)

Independent Non-executive Directors
Mr. WANG Xue Zheng

Mr. YU Zeng Biao

Mr. BEN Sheng Lin

Mr. JIANG Min

The service term of the Company’s directors (including
non-executive directors) is three years commencing from
16 June 2014. On 19 March 2018, Mr. Yasutaka SUGIURA
resigned as Non-executive Director, member of Audit and
Internal Control Committee and member of Remuneration
Committee of the Company.

The Company has adopted a board diversity policy in
order to enhance the effectiveness of the Board. When
determining the composition of the members of the Board,
the Company considered about the diversity of the members
of the Board from different aspects including but not limited
to age, cultural and educational background, professional
experience, skills and knowledge. The Board focused on the
candidates’ qualification for all appointments, and took into
account the benefits of the diversity of the members of the
Board based on the objective conditions when choosing the
candidates.

The members of the Board have various professional
backgrounds and possess different professional
knowledge, among which one of the independent non-
executive directors has the qualification on accounting or
related financial management required by the regulatory
authorities. All directors have substantial experience in their
respective professional field. The profile of the directors
is set out in ‘Profile of Directors, Supervisors and Senior
Management Officers’ in this Annual Report.

33



34

#H OB WON B B A R4 A TSINGTAO BREWERY CO., LTD.

BEFHRWE  Corporate Governance Report

AEEREF A4 LBWIIERTESR - (FEFG
BB 130 L - BUEBLIEBTE R R A AR
MR R SR B Ak B ke
B S 4 T T Y SRR S AR B R
€ 25 4 B w0 23 A DA > e DR o R B2
P o H 2005450 > WL IR BT AR AR IR
FAERT R AR A AR LR > 1 AR R A H SR -

3~ WHae®
20174E 5 » ARA W HLEAT T 3B &5 A 87
A E A 6 R DA sl Py R PR €k > DAt

il AR 2 T B R S B A B AT PR - R Ty
K% BHFHBLE

— WAL - AR R R

— AL R BN AR I ROR S AEIN AT
3

— T A A ) Y T IE DL R B
R H WAl AT R

— AL A R AR AR B I

There are 4 independent non-executive directors in the
latest session of the Board, accounting for over 1/3 of
the total numbers of the Board. These independent non-
executive directors have various professional backgrounds
with substantial experience in law, accounting and financial
investment. Such composition is helpful to the Board in the
discussion and analysis of the issues from different aspects
to ensure the reasonable decision made by the Board. Since
2005, the independent non-executive directors have been
submitting their annual performance review for reporting to
the shareholders at the annual general meeting.

Board meeting

In 2017, the Company totally held 3 site meetings and 6
meetings combining with voting through communications
to consider the Company’s operation and financial
performance, management structure and investment plan
mainly including:

—  Considering and approving the reports of annual,
interim and quarterly results;

—  Considering and approving the issue of holding
annual general meeting and the issue of appointing
the President of Marketing Center;

—  Considering and approving the issue of capital
increase of the subsidiary companies and the
feasibility report on the new canned lines;

—  Considering and approving the continuing connected
transactions of the Company;
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The meeting notice and materials of proposals to be discussed are
sent to all directors in the reasonable time, so as to ensure they
have fruitful discussion, and make quick and prudential decisions

HEERNEEERNWT at the board meetings. Details of all directors’ attendance of board
meetings in the year are as follows:

SR

At

Information of

SWEFAHN attending

Information of attending board meeting general meeting
Y EVES AR

ARSI Sk ABLAS M R BEIR #

HHARY Number that FHMR Y If not attend k¥

Number that BLE R attend in Number that Uyt in person Number of

HIEA should attend Number that form of being attended Number of for consecutive attending

Name in the year  attend in person  communications by proxy absence two times  general meeting

L 9 3 6 0 0 & |
SUN Ming Bo No

His 9 3 6 0 0 & I
HUANG Ke Xing No

i 9 3 6 0 0 & I
FAN Wei No

FrH 9 3 6 0 0 & I
YU Zhu Ming No

TR 9 3 6 0 0 & I
Yasutaka SUGIURA* No

T2 9 3 6 0 0 # 0
WANG Xue Zheng No

THk 9 3 6 0 0 & 0
YU Zeng Biao No

HEH 9 2 6 I 0 & 0
BEN Sheng Lin No

fidd 9 2 6 I 0 & I
JIANG Min No

* A RS A A 201843 19 H BHE IR AT * Mr. Yasutaka SUGTURA resigned as Non-executive Director
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on 19 March 2018.

The convening and holding of board meetings are strictly
subject to the provisions in Articles of Association and
Order of Meeting for Board of Directors. The meetings
are hosted by the chairman, and are held on time after the
delivery of meeting notice. All proposals are discussed fully
and completely at the meetings and voted in sequence. The
notices of regular meeting are dispatched 14 days before
the meetings. Should any director be unable to attend the
meeting due to other business, he/she could authorize other
director in writing to attend and vote on his/her behalf, and
the independent non-executive director could authorize
other independent non-executive director to attend and vote
on his/her behalf.
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The Company’s management team is responsible for
providing the Board with all related materials and
information needed for considering the proposals, and
reporting their related work at board meetings. The
independent non-executive directors may, pursuant to the
provisions in Articles of Association, appoint independent
professional organizations to serve them when exercising
their duties, performing their duties and responsibilities
or when being needed by the business, and the reasonable
expenses occurred will be borne by the Company.

Directors
Training of directors

Pursuant to the Corporate Governance Code, all directors
are obliged to take part in the continuing professional
development to renew their knowledge and skills. The
Company has provided to the directors with trainings and
development courses, including (1) entry training (director’s
manual) for the newly appointed directors; (2) continuing
trainings and professional development courses for the
directors.

During the period from 1 January 2017 to 31 December
2017, all of the Company’s directors received regular
briefings and updates for the matters relating to the Group’s
business, operation and corporate governance. They
were also provided with the newly published important
laws and rules, or changes in the important laws and
rules which were applicable to the Group. The Company
prepared and distributed to the directors, supervisors and
senior management officers a weekly newsletter about
the development in stock market and updated information
of regulatory policies. During the Reporting Period,
some directors and supervisors attended the thematic
trainings arranged by Qingdao Branch of China Securities
Regulatory Commission for not less than 16 training hours.
The Company Secretary attended the thematic trainings
arranged by the stock exchanges both in Hong Kong and
in Shanghai, and Qingdao Branch of China Securities
Regulatory Commission for not less than 30 training hours.

In August 2017, the Company made use of the opportunity
of holding the meeting of the Board of Directors in a
different place to arrange the independent non-executive
directors to conduct the research in Tsingtao Brewery
Xi’an Hans Group and study the beer market in the north
of Shanxi, so as to understand the local beer market
information and the operation of the subsidiary company.
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2.

Independence of independent non-executive directors

The Company has appointed sufficient number of independent
non-executive directors, from all of whom the Company
has received the written confirmation on their independence
pursuant to Rule 3.13 of Listing Rules.

Securities transaction by directors

The Company works out Regulations on Holding and Changes
of Shares in the Company by Directors, Supervisors and
Senior Management Olfficers by applying Model Code set out
in Appendix 10 of Listing Rules. The Company confirms
that, after having made specific enquiries to all directors
and supervisors, they have been in compliance with the
required standards set out in Listing Rules regarding the
securities transaction by directors and supervisors during
the Reporting Period.

Liability insurance of directors, supervisors and senior
management officers

As approved at the general meeting, the Company has
purchased appropriate liability insurance for all directors,
supervisors and senior management officers.

Financial reporting and responsibilities taken by
directors on financial statements

The Board makes annual review over the annual, interim
and quarterly reports in accordance with the sufficient
information provided by the management team and
approves for public disclosure. The directors are responsible
for arranging relevant departments and personnel to prepare
financial statements for each fiscal year, and ensure to
apply appropriate accounting policies and abide by China’s
accounting policies and regulations when preparing the
financial statements, so as to truly and fairly report the
financial situation and operating results of the Company.
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III. Specific Committees under the Board

The Board held a meeting on 16 June 2014, at which it approved
to set up 3 specific committees under it based on the adjustments
of its members of the latest session of the Board, and clarified
their duty scope of supervising the specific business fields in the
Company. The composition of the committees as at the end of
2017 is disclosed below.

1.

Audit Committee

The duty scope of Audit Committee is determined pursuant
to Corporate Governance Code set out in Appendix 14 of
Listing Rules and Guidelines for Corporate Governance
of China Listing Companies published by China Securities
Regulatory Commission, and is revised subject to the
latest supervisory momentum. Its main duties include: to
review the soundness, completeness and effectiveness of
the Company’s internal control system and regulations,
to review the annual, interim and quarterly financial
statements, to be in charge of the appointment, the work
coordination, and the review of work efficiency and quality
of external auditor, and to review and supervise the quality
and procedures of the financial reporting of the Company.

The Audit Committee under the eighth session of the Board
is comprised of Mr. YU Zeng Biao (Chairman of Audit
Committee), Mr. Yasutaka SUGIURA, Non-executive
Director (resigned from the position on 19 March 2018),
and independent non-executive directors including Mr.
WANG Xue Zheng, Mr. BEN Sheng Lin and Mr. JIANG
Min, among whom Mr. Yu Zeng Biao has experience and
capability in financial and accounting business, and has the
qualification of Chinese Certified Public Accountant. In
2017, Audit Committee totally held 5 meetings. To ensure

H o R RBHEEHENENRWT ¢ the independence of the reporting, the Chairman of Audit
Committee arranged sole meetings between external auditor
and members of Audit Committee. The Audit Committee
made proposals to the Board on important issues discussed
between them after ecach meeting. The attendance of
meetings of each member of Audit Committee is as follows:

M ¥ s ok (1)

R (X)) Number of
Number of meetings should & (%)
meetings be attended  Attending Rate

ZHRA Name attended (time) (time) (%)

T YU Zeng Biao 5 5 100

(JFrZEFER) (Chairman of Audit Committee)

FE WANG Xue Zheng 5 5 100

AL R + Yasutaka SUGIURA* 2 5 40

B8k BEN Sheng Lin 4 5 80

W JIANG Min 5 5 100

* AL REER B A 2018 4E 3 A 19 H BT A A R & 51
ZH TR AR

* Mr. Yasutaka SUGIURA resigned as member of the
Company’s Audit Committee on 19 March 2018
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Major work of Audit Committee in the year includes:

. Reviewing the Company’s annual, interim and
quarterly results reports, and financial statements;

. Making proposals to the Board on the re-appointment
of auditor;
. Reviewing the effectiveness of the Company’s risk

management internal control systems and regulations,
including whether the resource of the financial
reporting, and the qualification and experience of the
jobholders were sufficient or not, whether the training
to the related personnel and the related budgets were
sufficient or not.

Strategy Committee

The main duties and responsibilities of Strategy Committee
are: to supervise and review the Company’s orientation
of strategic development, to work out the Company’s
strategic plan, and to make timely adjustment towards the
Company’s strategic and governance structure.

Members of Strategy Committee under the eighth session
of the Board include: executive directors including Mr.
HUANG Ke Xing (Chairman of Strategy Committee), and
Mr. YU Zhu Ming, and independent non-executive directors
including Mr. YU Zeng Biao, Mr. BEN Sheng Lin and Mr.
JIANG Min. In 2017, the Strategy Committee totally held
2 meetings, and the attendance of each member of Strategy
Committee is as follows:

JE 1R ()

% il (1K) Number of
Number of meetings should 2 (%)
meetings be attended Attending Rate
ZHIES Name attended (time) (time) (%)

o HUANG Ke Xing

(Hkmc & B e 1) (Chairman of Strategy Committee) 2 2 100
FEEB WANG Xue Zheng 2 2 100
T YU Zeng Biao 2 2 100
bk BEN Sheng Lin 2 2 100
Eudiig JIANG Min 2 2 100

Tl e 2% B AEACAE A 2 T AR A ¢ R L
St 7 JBE R WA L ) A 1 I DA B i 2 3 o
SEUAIGHT 3 5 b AR IE H R AT AT PR o

Strategy Committee’s work in the year mainly included: considering
the termination of the purchase of the equity of Hebei Jiahe and
the feasibility reports of the capital increase and the new canned
lines of the subsidiaries.
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Nomination & Remuneration Committee

The main duties and responsibilities of Nomination &
Remuneration Committee are: to study and consider the
remuneration policies and incentive mechanism of the
Company’s directors and senior management officers,
to work out evaluation standards, to study the schemes
of improving corporate governance, to appraise the
independence of independent non-executive directors
and make proposals to the Board for the appointment of
directors.

Members of the Nomination & Remuneration Committee
under the eighth session of the Board include: Mr. WANG
Xue Zheng (Chairman of Nomination & Remuneration
Committee), Independent Non-executive Director, Mr.
Yasutaka SUGIURA, Non-executive Director (resigned
from the position on 19 March 2018), and independent non-
executive directors including Mr. YU Zeng Biao, Mr. BEN
Sheng Lin and Mr. JIANG Min. In 2017, Nomination &
Remuneration Committee held 2 meetings to review the
remuneration information of directors, supervisors and
senior management officers disclosed in the Annual Report,
and consider the nomination of candidate of President of
Marketing Center.

JE o W £ ()
Wk (X) Number of
Number of meetings should 2 (%)
meetings be attended Attending Rate
ZH%SH Name attended (time) (time) (%)
FEHK WANG Xue Zheng 2 2 100
(IR HFWE B € (Chairman of Nomination &
ESND) Remuneration Committee)
T YU Zeng Biao 2 2 100
eI BEN Sheng Lin 2 2 100
Eioy JIANG Min 2 2 100
AL R + Yasutaka SUGIURA* 2 2 100

* AL REEE B 2018483 19 H L AR A R4
B Z B & BB

* Mr. Yasutaka SUGIURA resigned as member of the
Company’s Nomination & Remuneration Committee on 19
March 2018.
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IV. Supervisory Mechanism

Board of Supervisors

As at 31 December 2017, the eighth session of Board of
Supervisors is comprised of 4 supervisors as shareholders’
representative and 3 supervisors as employees’ representative.
The profile of the current supervisors is set out in “Profiles
of Directors, Supervisors and Senior Management Officers”
in this Annual Report. On 19 March 2018, Mr. Ryoichi
KITAGAWA resigned as Supervisor as Sharcholders’
Representative.

The Board of Supervisors legally exercises the supervision
power to prevent the legal rights and interests of
shareholders, the Company and its employees from being
offended. In 2017, the Board of Supervisors totally held 7
meetings to supervise on behalf of shareholders over the
Company’s finance, legality and compliance of directors
and senior management officers on performing their duties
and responsibilities, and sat in all site board meetings
and general meetings. Details of the work of Board of
Supervisors are set out in “Report of the Supervisors” in
this Annual Report.

Internal control and risk management

2.1 According to Internal Control Guide to Listing
Companies of Shanghai Stock Exchange published
by SSE, Listing Rules, and the requirements of the
specific regulations of internal control, the Company
worked out a series of internal control regulations
which play corresponding roles in the Company’s
production and operating activities, and promote
the Company’s normalized operation. Pursuant to
the requirements of the internal control regulatory
system, it is the responsibilities of the Board to
establish and effectively implement the internal
control and assess its effectiveness, and truly disclose
the internal control evaluation report. The Board
of Supervisors supervises the establishment and
implementation of internal control of the Board,
while the managers are responsible for organizing
and leading the ordinary operation of the internal
control.
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2.2

The target of the Company’s internal control is to
reasonably ensure the lawful and compliant operating
management, the assets safety, the authenticity
and completeness of financial report and related
information, the improvement of operating efficiency
and its effects, and the promotion and realization of
development strategy. However, due to the existing
limitation to the internal control, the Company can
provide reasonable assurance for realizing the above
targets only.

The Internal Audit Department of the Company
makes annual identification and evaluation of risks
existing in the Company’s production, operation
and internal control activities, and improve the
Company’s internal control system based on the
results of risks evaluation by ways of internal control
evaluation, and etc. According to the Company’s
internal control system and standards, the Internal
Audit Department and other functional departments
carry out the internal control evaluation and
management inspection from the two aspects of the
effectiveness of the design and the implementation
of internal control to promote the improvement and
upgrade of the Company’s internal control system.
The Internal Audit Department reports to the Audit
Committee about the effectiveness and problems
existing in the risk management and internal control
systems every year.

Evaluation of the effectiveness of internal control
operation

The Company establishes the 3-tier internal
control evaluation mechanism which combines the
independent internal control evaluation of head
office, self-evaluation of internal control of functional
departments of head office, and the self-evaluation of
internal control of branches/subsidiaries. It arranges
the annual internal control evaluation work to audit
and evaluate the effectiveness of the design and the
implementation of internal control, and present an
independent internal control evaluation report. The
functional departments of the Company and the
branches/subsidiaries also carry out the regular self-
evaluation work as required, and make corrections to
the problems found.
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The Company appointed an external auditor to
inspect the Company’s internal control system
from a professional prospective, which effectively
promoted the improvement of the establishment of
the Company’s internal control system. The Company
had also established the sole communication
mechanism between the external auditor and
the Company’s Audit Committee to ensure the
independence and the right of information of the
external auditor to practically play the role of
external auditor.

(1) The Board’s self-evaluation of internal control
system

The Company’s 2017 internal control evaluation
report was considered and approved at the
twenty-first meeting of the eighth session of the
Board. According to the affirmation standards
of internal control defects worked out by the
Company, during the Reporting Period, the
Company did not have any material weakness
or significant weakness of internal control in
the financial reporting, nor in the non-financial
reporting.

(2) Evaluation by the Company’s domestic
certified public accountant to the internal
control in financial reporting

PwC Zhong Tian was appointed by the
Company to audit and appraise the effectiveness
of the internal control in financial reporting,
who was of the view that, as at 31 December
2017, the Company had maintained effective
internal control in financial reporting in all
material aspects according to Basic Standards
of Corporate Internal Control and related
regulations.

The full text of the Board’s evaluation report
to the Company’s internal control and the
auditing report of the internal control in
financial reporting presented by PwC Zhong
Tian are published on the websites of SSE, the
Stock Exchange and the Company.

In terms of the handling and releasing inside
information, the Company has established such an
internal system as the Administrative Policies for
the Registration of Information Insiders, specifying
the range, reporting process, registration and
record-keeping and prohibitive behaviors for inside
information and information insiders to strictly
control the range of insiders and prevent the risk of
leaking inside information.
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External auditor and its remuneration

The financial statements included in this Annual Report are
prepared in accordance with CAS and have been audited
by PwC Zhong Tian who has provided auditing service
to the Company for 16 consecutive years. In 2017, the
Company should pay RMB6.6 million to PwC Zhong Tian
for its full-year work of auditing the financial statements,
and RMB1.98 million for its work of auditing the internal
control, which is inclusive of tax, traveling expenses and
miscellaneous expenses. The auditor’s responsibilities
on the account are set out in the disclosed content in
“Auditor’s Responsibilities for the Audit of the Financial
Statements” on page 80 to 81 of this Annual Report.

Shareholders and other Interest-related
Parties

General meeting

The Company has been devoting to protecting the legal
rights and interests of all shareholders. The convening and
holding of general meetings are strictly pursuant to the
provisions in Articles of Association and Rules of Order
for General Meeting. The Company’s general meetings
are convened by the Board and hosted by the Chairperson
of the Board. The executive directors make reports over
proposals at the general meetings, while the representatives
of shareholders, representatives of supervisors, witness
lawyers, profession accountant from Hong Kong
(scrutineers for the vote-taking) jointly inspect and count
the votes to the proposals, and have the chairperson of the
meeting (Chairperson of the Board) announce the voting
results and work out the formal resolution of the meetings.
The lawyer appointed by the Company would witness the
meetings and present legal comments.

General meeting is the highest authority of the Company,
which legally exercises its authorities to determine the
significant events for the Company. The annual general
meeting is a channel of direct communication between the
Board and the shareholders of the Company. Therefore,
the Company pays high regards to the general meetings by
dispatching the meeting notice 45 days prior to the meeting
date, and the chairperson and other attending executive
directors make extensive and intensive communications and
interpretation over the issues concerned by the shareholders
at the annual general meetings. On 30 June 2017, the
Company held the 2016 Annual General Meeting in form
of on-site meeting in Qingdao or online voting to consider
and approve the resolutions including the Company’s 2016
report of the directors, report of the supervisors, audited
financial statements, preliminary proposal for profit
distribution and re-appointment of auditor of financial
reporting and internal control, and also listened to the
Company’s 2016 work report of independent non-executive
directors.
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For the resolutions approved at the aforesaid general
meetings, please refer to the related announcements
published by the Company on the nominated domestic
newspapers for information disclosure, and the websites of
SSE and the Stock Exchange.

Shareholders’ rights

As one of the measures that secure the interests and rights
of the sharcholders, the Company makes a single resolution
at the general meetings for each significant issue for the
shareholders’ consideration and voting. All resolutions
submitted to the general meetings are voted with polls. The
voting result will be published on the websites of the Stock
Exchange, SSE and the Company after the corresponding
general meeting.

Sharcholders who solely or collectively hold more than
10% (10% inclusive) of publically listed shares with voting
right issued by the Company may requisite in writing the
convening of extraordinary general meeting pursuant to
Rule 86 (I) in Articles of Association. Such requisition must
be clearly stated to the general meeting the issues needed to
be considered with the signature by the person who makes
the requisition and notifies in writing to the Board. The
shareholders should follow the rules and procedures for
convening extraordinary general meeting set out in Articles
of Association.

Shareholders have the right to inquire the information set
out in Rule 52(V) of Articles of Association, and can make
inquiry or request for such right by sending mail to the
Company’s Secretarial Office of the Board or emailing
to the Company’s email address of “Investor Relations”
(secretary@tsingtao.com.cn). Shareholder who inquires
for the related information should provide corresponding
written verification document and will be provided with
such information after his/her identification as shareholder
has been verified by the Company.

During the year, there is no change in the Company’s
Articles of Association.
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3+ BUFWRRNE

A0 ) o R AR 4 R R AR B AR > 3%
A 4% 3 9 A 3R i B % Y 9 AR A
S 1 T O RN T A B e W R R o R
hF 5 2y W) RN BB R BT A R RE B BE > BB
B TR B o ] SR DL B B R AR A A > 3
B IEBCBE H N R > AERIIA R
BN AL AT BIKP o

20174 > AFMRBR2 A FRBEHNBEH
2R A 5l B Mgk £ A TF 45 40 2 k83 0K > 2 BE
TN Bt 2 < b 45 S AR R A S K TR B A 4R
HHWEE R ok -

BEAh > BT R R AL AR B A B
T HAG B o B g fif 2 15 4 5 8 b 22 B E 58T
5% J% oy TR B 48 4 0 P R

4~ Jofb) A B

AAF B - REERFFREEW T  RAKE
JE B ik AC > R ICEAT AL B BT > B
O3 W) 25 R AR B R A AR BAR - 24
A > A TITEASE SRR W R ] R > B
B~ AE AR I A > BN 2 B AR A 2
305 B 0 BRI AR

FLGF 00 4 SRR A B 2 ) R R o R M P v 4R
BH WO o T S A O R A SR
Az o PRE > 2 5] #3630 R A B BT
SR ICRAK T > L e 22 ) 1 3 e % Joe e 389 fm Je
HAEAE -

3.

Investor relations and communications

The Company pays high regards to the management of
investor relations, strives to strengthen the communications
and exchanges with the investors through various channels
and forms, and makes timely response to the hot issues
concerned by the investors. At the same time, the Company
has been devoting to improving its transparency to help
the investors have a better understanding of the business
situation and prospects of the Company, and carefully
listening to the comments and proposals made by investors
to improve the Company’s corporate governance and
operating management.

In 2017, the Company totally held or attended 83 meetings
including the calls and visits, and joint investigations
and researches which were appointed in advance by the
investors, attended 6 large-scale investment forums or
investor communication meetings held by the domestic and
overseas securities and financial investing institutions.

Save as the above, the Company also participated in the
investors’ on-line open day activities arranged by Qingdao
Branch of China Securities Regulatory Commission to make
timely response to the questions raised by the investors
through the platform of SSE Info and the e-mail address of
the Company.

Other interest-related parties

The Company is of the view that, it should insist on the
operation with integrity and serious fulfillment of social
responsibilities, and establishing a harmonic, win-win and
long-term cooperation relationship with interest-related
parties of the Company to ensure its long-lasting existence
and continuous operation. For years, the Company has been
insisting on making full payment of taxes, operating with
integrity, rewarding the society and actively participating
in the social charity activities and environmental protection
with the steady growth of its operating results.

Good corporate governance is helpful to the sound
development of the Company and in raising the investors’
confidence, while the effectiveness of the Board is the key
to the good corporate governance. Therefore, the Board will
be dedicated to the continuous improvement of efficiency
and quality of decision-making, so as to promote the steady
development of the Company and improve shareholder’s
value.
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— ~ e B0 PN S B S 0 T (B A SE R A
Analysis of Principal Financial Data during the Reporting Period (calculated in
accordance with CAS)

(—) A" B REEN

Analysis of main business and operating situation of the Company

1~ PR B BL A i B A B A H 22 8 2 B ok

Analysis of fluctuation of related items in income statement and cash flow statement

By T W ARKE
Unit: RMB’000 Currency: RMB

AR

AR ¥ Amount of Sl (%)

Amount of corresponding Increase/

this Reporting period in (Decrease)

#BH Item Period prior year (%)

HEWA Revenue 26,277,052 26,106,344 0.65

=EJIWN Cost of sales 15,622,131 15,265,280 2.34

HEEH Selling and distribution 5,768,944 6,029,439 (4.32)
expenses

EHEH General and administrative 1,244,256 1,340,543 (7.18)
expenses

upzg- 3 Finance expenses (370,017) (257,408) (43.75)

R AR Asset impairment losses 10,717 7,842 36.66

2 SR 5 ) WA Profit arising from changes in 115 — —
fair value

Eidogl &N Investment income 57,988 150,970 (61.59)

B R Wt Gains on disposals of assets (46,284) (223,544) 79.30

oAb W% Other income 304,412 — —

=E VIV PN Non-operating income 145,624 720,032 (79.78)

e Bi e Income tax expense 722,563 1,017,743 (29.00)

A B R R Net profit attributable to non- 119,238 62,212 91.66

controlling interests

M B EA B AR E  Net cash flows from operating 2,223,536 2,970,891 (25.16)
i activities

WEWBELENBI4ERHE  Net cash flows from investing (503,670) (1,164,015) 56.73
A activities

ERWBEANESHRE  Net cash flows from financing (533,173) (1,470,421) 63.74
A activities

WFEE 57 R&D expenditures 18,689 14,613 27.89
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2~

3>

7 8 A DL 2 BT A

Output and sales volume analysis statement

Hpr : HTIF
Unit: ten million litre
L3 BRI A
LM %) BEEM(e) R (%)
Increase/ Increase/ Increase/
(Decrease) in (Decrease) in (Decrease) in
Bifii  output volume sales volume inventory
FER ARk St Inventory from prior from prior  volume from
Main product Output Sales volume volume year (%) year (%)  prior year (%)
i
beer 756 797 26 1.93 0.64 (0.54)
FERT G D8 ] Explanation of the information of output and sales volume

I > A T EE AN A A A F] A B E &
7 L A E A SR A Sh W A

B
Costs

% g [

During the Reporting Period, the output volume of the
Company excludes that of the outsourcing products from the

associated plants and joint ventures of the Company.

Cost analysis statement

By oo W ARK
Unit: RMB 000 Currency: RMB

VETES R/
Information by industries
LA AW
AMER AR RERBISH A il B EAER
Amount Al (%) Amount of (%) ZHLH (%)
during Percentage of  corresponding Percentage of Increase/
Mi% AR H this Reporting  the total cost period in  the total cost (Decrease)
By industries Items in the costs Period (%) prior year (%) (%)
R
Direct materials 10,436,927 66.81 9,859,939 64.59 5.85
HEAL
W %%c%l%mr 924,123 592 888,058 5.82 4.06
Sales of beer Overhead 2,973,636 19.03 2,804,458 1837 6.03
A 7E 1
Outsourcing of
finished goods 1,091,200 6.98 1,525,389 9.99 (28.46)
LNUEER
Other non-principle
sales business 196,245 1.26 187,436 1.23 4.70
it
Total 15,622,131 100.00 15,265,280 100.00 2.34
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2+ A O
Information by products
LAEH LS k<
AMER  ABMGARA  RERBEE  NERARH B AR

Amount Wbl (%) Amount of (%) BHLH (%)
during  Percentage of  corresponding  Percentage of Increase/
PR WAHE I H this Reporting  the total costs  period in prior  the total costs (Decrease)
By products Items in the costs Period (%) year (%) (%)
HEMR
Direct materials 10,436,927 66.81 9,859,939 64.59 5.85
HEAT
e Dlirect labor 924,123 592 888,058 5.82 4.06
Sales of beer S
Overhead 2,973,636 19.03 2,804,458 18.37 6.03
A AR
Outsourcing of
finished goods 1,091,200 6.98 1,525,389 9.99 (28.46)
LNUEER S
Other non-principle
sales business 196,245 1.26 187,436 1.23 4.70
it
Total 15,622,131 100.00 15,265,280 100.00 2.34
it : Note:
LG B 5 R A B T 4 B 2 RS AE B A AR A B The amount of the items composing the sales cost of
el st 3 o beer is calculated with reference to the percentages in

the composition of the production cots in the year.

RUERLA B

Composition of production costs

Oz @xx @Et @Kk O HYHH wE O 2%y

Malt Rice Hops Water Auxillary materials Energy Packaging materials
@ zEiAT @ nsEm

Direct labor costs Overhead

20.74% 12.28% 20.69% 13.72%

512%
0.65%
0.24%
1.61%

6.45% 6.55%

48.53% 46.85%
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4

#H

Expenses

(1

2

3

e

Selling and distribution expenses

20174898 # ] LA 4.32% > BBR
PRI A 4 BE 8 4 i 3o T 35 2 B AW A e
#H o

In 2017, selling and distribution expenses
decreased by 4.32% from the corresponding
period in prior year, which was mainly due
to the decreased marketing expenses in
some regions in the year.

P

General and administrative expenses

201744 B2 M ] L WA 7.18% » FH
i PR 345 T 391 40 45 2016 48 1-4 F 3 i
Bt~ LM ABE - BB - ENTERLSEAH B
Bl 2 ] > DA T AR P48 BN BTG T 58 T
W] B A T 2

In 2017, general and administrative
expenses decreased by 7.18% from the
corresponding period in prior year, which
was mainly because the taxes including
property tax, land use tax, vehicle and
vessel use tax and stamp duty for the
period from January to April of 2016 were
included in the corresponding period of
the prior year, and due to the year-on-
year decrease of the remuneration of the
management staff in the year.

Y8 2

Finance expenses

2017 4 1 %5 8 W] Lb il 43.75% » B %
5 PR A4 B S A T B384 o Jife 5
In 2017, financial expenses decreased by
43.75% from the corresponding period in
prior year, which was mainly due to that
the interests received in the year increased
from the corresponding period in prior
year.

U0 SRR 0K I S 0035 )

Detailed explanation of other compositions of

profits

(1

2

3

jaz3 (KPS

Asset impairment losses

2017 4 ¥ 2 W A6 15 2% 7] be 34 I 36.66% >
5 R R AR AR AR 3 2 T FH 9 B [ R
P TRAFLH 2K 7] e 3 BT 3 -

In 2017, asset impairment losses increased
by 36.66% from prior year, which was
mainly due to that the accrued fixed asset
impairment losses of some subsidiaries in
the year increased from the corresponding
period in prior year.

O fufelfi 52 B WK 2

Profit arising from changes in fair value

2017 42 Su i 5 By e 25 [ BB 3 m 115 T
JC > FREJF RRAE AN A Z G T
AIMB AT E R TIGEE > LA R
B8 B TE A At N IR 25 P 3k

In 2017, Profit arising from changes in fair
value increased by RMB115,254 from the
corresponding period in prior year, which
was mainly due to that Finance Company,
a wholly-owned subsidiary, purchased
the money market fund and the fair value
changes turned into profits recognized into
the profits for the period.

B

Investment income

2017 48 3% % W ik ] Le i 61.59% » B %
5 B 2547 ] S90S B AL (38 ) BE
FRAF LT M g s l)k
HE > IR A 50% I Y 23 Fo (B R MR
B Y 25 AR A B MR P S -

In 2017, investment income decreased by
61.59% from the corresponding period
in prior year, which was mainly due to
that the difference between the fair value
of the originally held 50% of the equity
and the carrying value arising from the
purchase of Tsingtao (Shanghai) Investing
Co., Ltd. (hereinafter referred to as
“Shanghai Investing Company”) during the
corresponding period was recognized into
the investment income.
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©)

5

(6)

7 L2

Gains on disposals of assets

2017 47 ¥ 78 i AR A bl 38 79.30% »
5 R R AR AR AR ) 2 B R T
3 e - A5 R RE AR 2R I L A i 3

In 2017, gains on disposals of assets
increased by 79.30% from the corresponding
period in prior year, which was mainly
due to the decrease in some subsidiaries’
disposal of fixed assets and loss of land use
right during the corresponding period in the
year.

Jofb e %

Other income

2017 47 S At W 25 7] b 3 An 304,412 T ¢ »
5 R R AR AR I B AR 3 R 3 AN B
FATSBORT il B s A KAt Mg 2 T 3 -

In 2017, other income increased by
RMB304,412,441 from the corresponding
period in prior year, which was mainly due
to that the government grants related to
operating activities were recognized into
other income in the year.

BRSO

Non-operating income

2017 48 ZEAMRA T Ee W 79.78% > E
B2 PR ACAR B B A 3 I B R B Y
BORF A Bl R A At W 2 1 452 SR A )
Wi > DL e 254 R W g b e e i A W
e AR A R 42 B A W1 TS i 4 T
NE IR

In 2017, non-operating income decreased
by 79.78% from the corresponding period
in prior year, which was mainly due to
that the government subsidies related to
corporate daily activities were recognized
into other income in the year, and that
the negative goodwill from acquiring the
equity interests in Shanghai Investing
Company during the corresponding period
in prior year, which made it a wholly-
owned subsidiary, was recognized as non-
operating income.

™

(&)

Bif B fe il

Income tax expense

2017 4 75 B8 2 H [R) Bl 9 29.00% »
B2 5t PR 5 4 [ 9 Al 22 WA i 47 JBE BT 4B BT
#H o

In 2017, income tax expense decreased by
29.00% from the corresponding period in
prior year, which was mainly due to the
supplemental payment of income taxes in
prior years made by the Company during
the corresponding period in the prior year.

2 YOBOR 4
Net profit attributable to non-controlling
interests

2017 4 4> B fie AR 2% 7] b 39 m 91.66% »
5 R R 234 W 401 s A (i) B
AR R AR A BUROR > A BUR R4l
o R e o

In 2017, net profit attributable to non-
controlling interest increased by 91.66%
from the corresponding period in prior
year, which was mainly due to that there

were non-controlling shareholder in
Tsingtao (Shanghai) Sales Co., Ltd., and
the shareholder shared the operating losses.
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6~ WIEHA
R&D expenditures

VR IN VRS

Information of R&D expenditures

Bpr o Too WEE: AR
Unit: RMB’000 Currency: RMB

A AL A R&D expenditures of the Reporting Period 18,689
A B AT B A R&D expenditures of the Reporting Period capitalised 0
WrE R A G5 Total R&D expenditures 18,689
WFEEHE A SR 8 WAL (%) Percentage of total R&D expenditures in revenue (%) 0.07
2 EIBFEE N B R Number of R&D personnel 51
WFEE A\ B SRl A 7 48\ B EE B (%) Percentage of number of R&D personnel in total

number of employees of the Company (%) 0.12
MRS A B AL 1Y L T (%) Percentage of R&D expenditures capitalised 0

7~ B&R (3) YNNI A A A B AU B

Cash flow Net cash flows from financing activities

(1) S A A W Bl ¥ B R

Net cash flows from operating activities

R Y B A Y B U B R AU B A
25.16% > R AR BRI E o - B2
255 B AT B & A B3 T 8

Net cash flows from operating activities
decreased by 25.16% from the corresponding
period in prior year, which was mainly due
to the increase in cash paid for purchasing
goods and receiving services during the
Reporting Period.

(2)  BEEW B AN B A B

Net cash flows from investing activities

B W A A B B 4 U R A W) B B
56.73% > FERHARAFEANFT Z2H
T T B A T B R B A 5 DA
Be L4717 9] 0 ) SEAF M HE Wk 3
Net cash flows from investing activities
increased by 56.73% from the corresponding
period in prior year, which was mainly due
to the decreased net investment on wealth
by Finance Company, a wholly-owned
subsidiary in the year, and the Company’s
payment for equity transfer during the
corresponding period in prior year.

5N ) A A 0 B i B A L B
63.74% > FZ R B R ACHE B A 3 7 4 "l
PR KR i B4 ] B3 > DA R A
5 3 A B B4 ] B A i 2

Net cash flows from financing activities
increased by 63.74% from the corresponding
period in prior year, which was mainly
due to that, in the year, the cash received
by some subsidiaries from the borrowings
increased from the corresponding period
in prior year and the cash paid for the
repayment of the debts decreased from the
corresponding period in prior year.
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(=) ¥R~ AR b

Analysis of assets and liabilities

1~

(e))

YE A £ BURT DL T

Analysis of assets and liabilities

Bpr o Too WEE: AR
Unit: RMB’000 Currency: RMB

EREAY
Amount at
ASIMAY AMMAY  the end of the LAY ABEASH
Amount at the TR corresponding TS G AR PR
end of this IeHil (%) reporting TEHl (%) JeHil (%)
Reporting  Percentage of periodin  Percentage of Increase/
FHAR Item Period total assets (%) prior year  total assets (%)  (Decrease) (%)
Lo B & H. Financial assets at fair value 130,115 0.42 — — —
HE@Et AER through profit or loss
25 1 B A
W Notes receivable 42,220 0.14 26,400 0.09 59.92
THAF 3K Advances to suppliers 116,394 0.38 51,806 0.17 124.67
Ji] 5 ¥ s L Fixed assets pending for 2,311 0.01 1,159 0.00 99.37
disposal
oAb 5 A e 2s Other comprehensive (9,039) (0.03) (50,149) 0.17) 81.98
income
DA2 o R Rk EL IG5 0 7 A % J91 2% 09 4 @) R

¥
Financial assets at fair value through profit or
loss

VA Ox So A st 1 ELFC 5 ) it A\ 0148 25 B0 <
B REAAE REII R LU0 38 130,115 o6 » %
JEE PRI R AR BE AR A W] 2 A T v ] B A O
BHEWH SRS E -

Financial assets at fair value through profit
or loss at the end of the year increased by
RMB130,115,254 from the beginning of the
year, which was mainly due to that, in the year,
Finance Company, a wholly-owned subsidiary of
the Company, purchased the money market fund.

3

Notes receivable

B AL 5% 8 A A B I AR L ST 0 9 I 59.92% > L HE
5 PR AR 4 BE R 43 - O ) WCBUBRAT R S B 5
TR EL -

Notes receivable at the end of the year increased
by 59.92% from the beginning of the year, which
was mainly due to that the notes receivable
received by some subsidiaries increased in the

year.

fitiE el

Advances to suppliers

P AR EACAE IR LRI 0 124.67% » HE
B PR AR A B AR P TR Bk Oy R i DR A 0
B E o

Advances to suppliers at the end of the year
increased by 124.67% from the beginning of
the year, which was mainly due to that the
prepayments for the purchase of raw materials
increased in the year.
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(©

(5

J5] 5 S i L

Fixed assets pending for disposal

DB S 3 B A B 0 R LB B9 34 I 99.37% »

T B R R AR B AR B 2 O\ BAR Y Y
1 S S 349 o O B

Fixed assets pending for disposal at the end of
the year increased by 99.37% from the beginning
of the year, which was mainly due to that some
subsidiaries’ fixed assets that entered the disposal
procedure increased in the year.

Jofs 5 £ B2t

Other comprehensive income

oAt f 5 Wi 2 A AR BE 9 AR Ll 100 5 I 81.98%
T2 T i R R AR LG R T AR A R R T B 4 B
] bo b T1 B B 55 Ab 2 T A W T B R U 5
FERAH ML -

Other comprehensive income at the end of the
year increased by 81.98% from the beginning
of the year, which was mainly due to that the
discount rate adopted for the retirement benefits
in the year increased from the corresponding
period in prior year and the increase in currency
translation differences of overseas subsidiaries in
the year.

(2) Jofib 5428 R 0L Bl

Interpretation of other operating situations

B Y AR
Debt/Capital Ratio

AN 2017412 H 31 H BB AR 2 0.01%
(R0164E 12 H 31 H £ 0.01%) » % & AR K # 5t
S5 Bk ¢ R SRR (R 3 RE + B5 e
A RE A R R RAE R )

As at 31 December 2017, the Group’s debt/capital
ratio was 0.01% (31 December 2016: 0.01%).
The calculation of debt/capital is: total amount
of long-term borrowings/ (total amount of long-
term borrowings + interests attributable to the
Shareholders of the Company).

YE A

Assets mortgage

F20174E 12 31 H » A 2 W) i B A HE o
(2016412 H 31 H : #%)

As at 31 December 2017, the Group did not have
any mortgages (31 December 2016: Nil).

WE 4 e 5 o B

Risk of fluctuate exchange rate

B A 2 7] H R AR K 2 T B ARRRE 1 >
s 5 A 528 B 1 o 5 2B A 2 1 A DB AR SR i
A5 A > A T A3 WL A A ARG o T
AR 538 ) B L4 A A W B R A IR
VA BRI A ml W SR R ) B e — e
As the Group currently relies on the imported
barley among the raw materials, so the fluctuate
exchange rate would indirectly affect the
purchase cost of raw materials of the Company;
besides, the fluctuate exchange rate would also
directly affect the product export income of the
Company as some beer products of the Company
are exported for sale; these matters would impact
the profitability of the Company in certain extent.

YEATE B S

Capital expenses

2017 A ARACO W G A BT - 80 K v I
H I8 A#08.88 70 o MK 8 4 H] H i Y & Sk
DRBFEES > AR AFEE RN
BEEFRAMEATEARHEWEETK -
In 2017, the Company invested in approximately
RMBS888 million in aggregate for the capital
projects of new construction, relocation,
reconstruction and expansion. Based on
the Company’s present fund situation and
profitability, there are sufficient self-owned funds
and continuous net operating cash in-flow to
satisfy the Group’s needs for funds for its capital
projects.

i34

Investments

JE o
Nil.

A

Contingent liabilities

I o
Nil.



% — L4 4 it ANNUAL REPORT 2017 55

HO g w B> B Management Discussion and Analysis

MBS AT SRR AR B
Analysis of operational information
in brewing industry

1 AFEBA AR B

The existing production capacity of the Company

AR B TREEEET A AR 1,482 8 T 7t » B BREAE 1,058
BT Tl o o v BB BB R AR A T 45 Ml TR 355 4 £ TR
TR BB ~ K&~ HW R - M T %R %
% » A ERTREE R W R TR AR AR ) o

The designed production capacity of the existing
plants of the Company is 148.2 million hl, of which
the actual production capacity is 105.8 million hl. The
Company’s actual production capacity is the actual
annual production capacity that the brewing plants
can reach after combining and leveraging the factors
including the indicators of peak season and low season
in different markets, holidays and festivals, overhaul,

routine maintenance and cleaning of equipment.

2. EMEARRAER
Inventory quantity at the end of the Reporting

Period
BE T
Unit: million litre
)5 it 30 P i (5 R Y)
Finished beer product Semi-finished beer product (including base beer)
258 455
3. EMNB

Product information

B B WA AR
Unit: RMB 0°000  Currency: RMB

il il i
(%) (%) (%)
Increase/ Increase/ Increase/
(Decrease) (Decrease) (Decrease)
R from the Hiht from the from the ER
(HT7H)  corresponding (#HTTH)  corresponding % corresponding R e
Output period in  Sales volume period in (%) fie period in Main
(ten million prior year  (ten million prior year  Sales-output KA prior year  representative
R K Product class litre) (%) litre) (%)  percentage  Sales income (%) brand
HRRM Tsingtao Brand N3 (1.07) 376 (1.10) 101.06 15,699,196 (0.91) Hh
Tsingtao
fln Other brands 383 5.03 01 225 10979 10,285,879 3.12 A

Laoshan
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A Al AR U o B

Classification criteria of products

Q)

)

G-I SUNETY . Pori AT K i g R
— > AR B AT 5 B A T KR R B ) i
TR PR 4 JBE > TR O A i o T B v o
T 2 i AT B A A SR T AR
Hh T o I 35 0 G S L 5 DA UG Ly L R R
Al i RS ity AR R B G A B
R i e TR A R T A I I 3 0 0 3 1 R
IRE Sl KM R o
The “Tsingtao Beer” brand owned by the
Company is one of China’s first top 10 well-
known brands, which has strong brand impact and
high popularity in domestic and overseas markets.
Tsingtao Beer products are mainly promoted and
sold in the mid-and-high-end beer consumption
markets, and maintain a leading position in the
domestic mid-and-high-end markets; products of
other brands which are represented by Laoshan
Beer are mainly for the sales in mass consumption
markets, which jointly builds an improved brand
and product mix system covering the markets in
the whole country with the core brand products.

b o E A R IR S b R R B AR A W) T
B T Ay L A A S o

The aforesaid output and comparison data of the
Company of the corresponding period exclude
the output of the associated and joint investment
brewing plants of the Company.

4.

JEORHER A DL

Information of purchase of raw materials

M

B

Purchasing mode

A 2 BRI A SRR PR B T D AR
AL SRR AN RE IR A > PR IR A I 4 4R R
Pt e AR 26 A RN A5 & M AR B IR AER > J
o L 2 B A R JRORE R 2 Y PR N I U T O
H o ARt i [ P9 BRI o 2 R 4R PRI B R
SR AR R AR A — A - AT 2 WU R
BEGEAR ~ B4y ProREFE BEBEAT > [ RFRNTATE -
A BB AT R 0 o A IR R R AR s
HTH BB RETS A BRI AA
M ESF AR R T ES M BRAL  FR B
AL 7 BEHE T 454

The Company mainly purchases raw materials
including those for brewing, packaging materials
and energy, and adopts the comprehensive
purchasing mode combining with the centralized
purchasing in the head office and regional areas,
and the purchase by brewing plants themselves.
The Company mainly purchases barley, the main
raw material in brewing beer, through import,
and purchases packaging materials in China.
The Company purchases the bulk materials in
centralized manner through the unified bidding
by the head office, of which the most materials
are in annual bidding, and some materials are
in quarterly bidding, and also makes timely
adjustment by keeping an eye on the industry to
determine the industry situation. The Company
also expands the bidding mode that it establishes
e-commerce purchasing platform of Tsingtao
Beer to purchase the raw materials by including
the self-purchased materials in the Internet
platform, to extend the excellent supplying teams,
and to continuously optimize the suppliers’
structure.
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5.

(2) HFHEH
Purchasing amount
Bfr: For WRE : AR
Unit: RMB ‘000 Currency: RMB
IR N 2 A8 300 584 Mok
Purchasing MR (%)
F TR0 4 amount of the Percentage of total
Purchasing amount corresponding purchasing amount
of the Reporting period in of the Reporting
RN Class of raw materials Period prior year Period
P DA R Raw materials for brewing 3,830,455 3,666,635 33.90
AR Packaging materials 7,338,500 6,602,687 64.96
HEUR Energy 128,781 145,729 1.14
KB BT T A LR R 4 B S R S B AL

Information of sales

(M)

A BB

Sales mode

AR T S TR PG o BT G HE R
A BE - E BB R BRI R AE > T
A TG AR OESE b LA B B B
SERRREIR I > LU 2> W] B AL ) ) 5T G R
W~ AR G S T AT o

The Company set up the Marketing Center
of Tsingtao Brewery to be in charge of the
business functions including the promotion and
management of marketing, sales and after-sale
service of products, under which it also set up
the professional functional departments including
market development research, brand management,
and sales management, and worked out the
marketing strategy and annual marketing plan
based on the Company’s development plan and
implemented them.

AN TR WS T RE P+ OBUE E
V1 B S A T 2 S % > R B I U AT
JAE b 55 0 TR A B o O A0 9 4% M Y R O
CIRENRE Y NR O S e i q Ld ke
B % B A [ 3 T G A A o TR 4% D 4 T
W A Vo 0 A R T SR A i 5 SR
B A8 4 5 5 S 4 G - 412 s A 0 7 S B [
PR E AT MG MPEEE R
A S e P I S 5 By A IR SR i 5 v 43 SRR )
By ) v v S B A o o3 W IR ALK SR > A
BTTEB A IRE R > #r T E 7 A

HYHBREHEA SR TAFHENED > L
AR T omi[ 7 B W AL IR ] - TAPP 3 MR
W1 > 22 YT R T EL TGk A AR £ RN
SR 2 B o

The Company established the marketing mode
of “Big Customer + Micro Operations” in
the domestic markets and made continuous
promotions and improvements. It sold the
products and managed the markets in different
market regions. It organized to develop and
maintain the sales network in the regional markets
through the business branches at different levels
including the branch sales companies, provincial
regions and provincial offices, and helped the
distributors in different regional markets with the
sales in the final markets. The Company actively
cultivated the strategic distributors that, through
the measures including the business training
to distributors, market planning and promotion
supports, it improved the business synergy
with the distributors, further improved the sales
network and channel coverage of the Company,
improved its control over the final customers and
the distribution ability in the regional markets,
to help the sales of the product. The Company
also innovated the marketing mode that it had
established the channel system of “Internet +”,
constructed the all-around e-commerce channel
system of official flagship store + official
shopping mall + online retailers + distributor
boutiques, established its own e-commerce
channels, and created “Tsingtao Beer WeChat
Shopping Mall” and “Tsingtao Quick-Buy APP”,
to satisfy the consumers of Internet era with their
purchasing needs and consumption experience
through various channels.
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The Company carried out the sales in the
overseas markets through overseas subsidiaries

HO g w B> B Management Discussion and Analysis

and local distributors. With the resources owned
by the local distributors, the Company completely
utilized its advantages in brand and quality of
Tsingtao Beer to carry out the brand promotion
and marketing, and to build and improve the
high-end brand image of Tsingtao Beer.

2) R
Regional information
Bfi: Fi WRE ARE
Unit: RMB“000  Currency: RMB

IR

L (HT)

BA A Sales volume
AMBE  Sales Income AR (BT of the AR
KA of the (%)  Sales volume of  corresponding (%)
Sales income of  corresponding ~ Percentage of  the Reporting period in Percentage of
the Reporting  period in prior  the Reporting Period (ten  prior year (ten  the Reporting
[ FA Region Period year Period (%)  million litres)  million litres) Period (%)
Wyt Shandong Province 15,666,549 15,432,643 60.28 482 475 60.44
R North China 5,572,463 5,276,279 21.44 174 170 21.87
bR South China 3,667,809 3,713,598 14.12 101 105 12.66
R East China 2,865,973 2,842,351 11.03 108 110 1351
KR South-east China 934,367 1,448,389 3.60 26 41 321
BRI Hong Kong, Macau and 687,472 593,274 2.65 10 9 130

Hlm other overseas regions

G kil Elimination between regions ~ (3,409,558) (3,488,284) (104) (118)

A Total 25,985,075 25,818,250 100.00 797 792 100.00

i 4 ) 4y A e Standard for dividing the regions:

A VAR A T I i 455 1 A B o A 3%
S R B W S A AT By -

The Company sets up different business structures
in the markets throughout the country based on
the operation strategy and development needs in
different regional markets.

3) BAHRH
Information of distributors
Hfr ]
Unit: PCS
875 JO0 A A8 8 o
Number of B8 390 B B9 M W8 Y

distributor as at the Increased number Decreased number
end of the Reporting  during the Reporting

Region Period Period

during the Reporting

R4 Period

B A Domestic market 15,629 3,918 4213
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Information on the management of distributors

A F BLAE B R SL T R A AR BAR o R
1 e A4 61 T % i o 3 208 ) R R i 5 4 BOSRE
FE 43 5 AR VAR R T o 3B AR W S A 5 R
T DU AT R A SR > DA A A 36 B DR i 355 B8
BAF BN R

The Company established satisfactory cooperative
relationship with the distributors, actively
promoted the development of distributors,
completely enhance the enthusiasm of the
distributors through working out the related
market sales policies, and appraised and awarded
the distributors according to their business
performance to achieve the continuous growth
of market sales through cooperation with mutual
benefits.

O3 ) A BT o A G T A Ak SRR > R
BH 8% 5 2 48 B RS G T o BN B R
T > J 8 ¥ M A B 7 A B ) - 5 3% AE A
T 1 20 R O R A AR AR R A SR A AR
TR T RS T G PR TS A LR O A i 45 4 i
Ji o e T RS A AR E AT o A FE
RO T S B~ W Rl R RS
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A% T PR T B [ S O > AR BTRRTE T B
A3 B P I 5 5 B ) A IR 3R i 5 v 43 B RE )
B H T AT REHEMEEEE -

The Company kept strengthening the cultivation
and development of distributor network,
continuously developed and introduced in the
qualified distributors, actively cultivated the
strategic distributors, effectively improved
the internal operation management ability and
market expansion ability of distributors through
establishing the training management mechanism
for distributors, improving communication
mechanism with distributors and promoting
the high-level online appraisal projects, which
promoted the improvement of the quality of
regional sales network. The Company, through
the measures including distributor’s business
training, market planning and promotion support,
and improving business synergy between
distributors and brewing plants, continuously
improved its control over the final customers and
the distribution ability in the regional markets,
which further improved the sales network and

channel coverage of the Company.
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6.

A AN B

Analysis of the Company’s income

(1) BB L ] 3 B H R

Disclosure of composition of the Company’s

principal business in different classes

B T W ARK
Unit: RMB'000  Currency: RMB
i1 (%) W1 (%)
Increase/ Increase/
(Decrease) (Decrease)
from the from the W (%)
corresponding corresponding Increase/(Decrease)
period in period in EHE (%) from the corresponding
BIBA prior year BEHA prior year  Gross margin period in prior year
FIlE i Class Revenue (%) Cost of sales (%) (%) (%)
K By levels of products
HR& Tsingtao brand 15,699,196 (0.91) §,090,938 1.20 48.46 W 108 HEASS
Decreased by 1.08 percentage
points
Hofl s Other brands 10,285,879 3.1 7,334,948 3.56 28.69 W00 HERS
Decreased by 0.30 percentage
points
it Total 25,985,075 - 15,425,886 — — -
FHEAT By regions
iyl Shandong Province 15,666,549 1.52 9,725,770 468 37.92 WA LSS HER S
Decreased by 1.88 percentage
points
EE North China 5,572,463 561 3,650,876 5.19 3448 o027 eSS
Increased by 0.27 percentage
points
R South China 3,667,809 (1.23) 2,282,305 (0.71) 3.7 WO HERS
Decreased by 0.33 percentage
points
ERAE East China 2,865,973 0.83 2,134,098 0.78 25.54 B 0.04 fHE 2B
Increased by 0.33 percentage
points
KHE South-east China 934,367 (35.49) 689,055 (35.78) 265 it 0.33 E S
Increased by 0.04 percentage
points
WREH WA Hong Kong, Macau and other
Wi overseas regions 687,472 15.88 407,016 15.19 40.80 035 HE S
Increased by 0.35 percentage
points
RS Elimination between regions (3,409,558) (3,463,254)
Al Total 25,985,075 - 15,425,886 - — -
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7.

BB

Explanation:

R M I SN~ BRI TR s BB
B TR 2 1 AL A A O R o O A R T [
I8 2 6 A 5 A A o i T 3 o

The decrease of the revenue and the cost of

sales in South-east China was mainly due to the

transfer of some regional businesses of South-

east China into other regions caused by the

structural adjustment of the Company’s internal

organization.

51 e 0L

Information of selling and distribution expenses

- wwe = -

Bfr o Tor WEE : AR
Unit: RMB ‘000 Currency: RMB

R A S A% 45 2
S Eg ] Amount of the BOA LB (%)
Amount of corresponding Percentage of I (%)
the Reporting period in the Reporting Increase/
W H Composition items Period prior year Period (%) (Decrease) (%)
Tk T 357 T Employee benefits expenses 1,864,924 1,828,020 7.09 2.02
24 3 L iy Handling and transportation 1,335,482 1,202,903 5.08 11.02
expenses
R85 E Promotion related expenses 1,298,584 1,750,332 4.94 (25.81)
i A (B Adverting related expenses 727,749 742,242 2.77 (1.95)
BB Administrative expenses 155,368 168,108 0.59 (7.58)
P RS EH  Depreciation and 120,411 124,383 0.46 (3.19)
amortization charges
HEE Operation lease payments 109,560 90,389 0.42 21.21
IRAE 5 FE Low-value consumables 96,820 62,570 0.37 54.74
oAt Other expenses 60,046 60,492 0.23 (0.74)
aR Total 5,768,944 6,029,439 21.95 —
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Discussion and analysis of the future
development of the Company

A7 SR IBETH R v 5k o e 3

Industrial competition layout and development trend

201748 b AR PEAT R B T AR A ~ R g i 3%
BB > BRI T A b > BT R B AR R > IR
AR 45 AR TR SRR B SR P TR T ) o

In 2017, China’s economy maintained the development
trend of improvement in stability and seeking for
further improvement, with accelerated economic
transition and upgrade and expedited replacement of
old strength with new strength, and deepening the
supply-side reform became an important impetus in the
economic development.

ey — Ml 505 BB PO AT 3 > KOO 5 4 1Y Pl 3%
Je > v I ML 35 6 B AR ISR — > A i
T N3 OKF o A I R AL A 2 A
T 355 7 80% FA 4 B - B8 25 A 5 ML A o 11 i A 1
W TS IO S > TG T — B g o [ > H AT
T2 S R G RO 50 > v e T A R A 2
T ARG BAR TR AR R > 3 S L B B 2k T AR A
W ATRIIIROIARAR > T B A AR - BB K
TR DVELRRY - 22 RUL R BT > RS
JEARSE F B 68 A QT e i SR e o [RIIRE 5 Y 2
i SR B 2 0L A AR AT e M TH A S T R T
T~ o €0 LS 5 i o T B RO R > AT SRR
B -

As a traditional industry involving in complete
competition, the sales volume of China’s beer market
has definitely taken the top position in the world, and
the per capita consumption volume has also reached the
world’s level. At present, the top 5 breweries in China
has obtained nearly 80% of the market share, and the
sales volume of foreign-invested beers and imported
beers in the domestic market keep rising, which
also results in the more intense market competition.
Meanwhile, the overall consumption market growth is
still weak; the pressure from the stagnation of the mid-
and-high-end catering consumption and the increase of
production and business costs bring negative effects to
the sales of beer. The recovery of the industry remains
slow; the market competition has changed from the
expansion of capacity and size to that focuses on
quality and differentiation and as a result, the growth
and development must rely on improvement of its own
operation ability and innovation ability. At the same

time, the trend of the upgrade of the consumption
structure caused by the diversification of consumer’s
needs is getting increasingly obvious, with rapid growth
of high-end product market represented by craft beer
and featured beer and the variation of industrial growth
rate.

A Py LS T 35 40 DL AR B SR D AR T 3 s R M
o KRR BT B R o AH v T 3
B IR At 0 B AR 2 S R R > A A ORI
J3 o TR IR T 16 50 9 2 2 2 00 DA S ~ /NI 5 2
PR W F 43 v i o 28 A BE RSB BE T > PR EF T R AP 8%
Jee BB > i 13 52 ) T~ T 78 M PRt R 5 ML I 2
AT I - PREER ISR o

At present, the domestic beer market is still dominated
by the RTD market including the caterings. The mass
catering market has some growth, but the sales of beer
products in the mid-and-high-end catering market are
still under huge pressure. At the same time, some mid-
and-high-end products represented by canned beer,
small-bottled beer and craft beer which are mainly for
family consumption maintain satisfactory development
trend, and the matured application of e-commerce also
brings a convenient and rapid choice for the family
consumption of beer.

T v R N 22 3 e A - g A O I 5% A B I
FKUPRARE LR » B PR HEEHE

AHSE I g S AT 3 B SR AN TR AR > 0 E A A
AETHE B PR TE > B i A5 R Ay AL A SR T B A AT 26 3%
Je H) LT o

At present, there are still some differences between
China’s per capita beer consumption volume and
average price and those of the developed countries in
Europe and America. The continuous and steady growth
of China’s economy will accelerate the upgrade of
industrial structure of the domestic beer industry, lead
to the upgrade of product mix and the price rise, and the
optimization and upgrade of product mix will become
the main trend of the industrial development.

FeAMRR A ¢ v IR ML 3547 R A BR e K de L B RV
T 8 RARTEAT SR K F A g 2 B AR
PR T 22 ] o B A 36 ML S AT SR AR A TR A % i 5T T
fHis

We believe that China’s beer market is still the largest
market in the world with utmost development potential,
while there is still certain room for improvement
in industrial profit and sales volume in the future.
Therefore, we are confident of the future development
of beer industry and the Company.
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ALk dne 4
The Company’s development strategy

O T 4 A BR S EUET Ry S ik WL ) T A R TR A
W | o 2 e B R Uy S > R A R AL TR R
> BRI B A0 FEHU T - SERORT LT - A
B4R T P A A A o IR > B A R ) %
J& > FEAF BT Lo ML B i R DA B o b B e
P i~ R AR S B BREE BT R TR > IR E R
o $ T 28 FAL TR > DL 22 B TR WO A B
e e i I 35 A B ERARRT HE R -

The Company will continue to insist on the
implementation of “development strategy led by brands
with the support of capacity”, strive to promote the
transformation of development manner, accelerate
the steps of structural adjustment. Alongside with
establishing and consolidating the core base markets,
breaking through the emerging markets, and striving
to maintain the domestic market share, the Company
will devote to the optimization and upgrade of product
mix, and the improvement of management, completely
utilize its advantages in brand and quality of Tsingtao
Beer, and improve the advantage in differentiating
competition focused on the consumers in obtaining
continuous growth in the domestic mid-and-high-end
market with the strategy of differentiating competition.

A
Operating plan

W 5 vl R A S B B T > R 2R ML 4T 3 B AR AR A
B THARI% e FLAT (o JUI R0 ASE A5 S i 1 Py WAL i S 7 2l
WL EBE o AN TG IERE > T8 B IS B
il R R R R > B PORME > HBIREBM R
3 T A O W) 6 B R R IR S R AT SR T I B R
AP T4 A E AR

With the on-going development of China’s economy,
the recovery of beer industry and the upgrade
of consumption in the future will generate more
opportunities to the domestic breweries which have
advantages in brand and size. The Company will seize
the opportunity, completely utilize its advantages
in brand and quality of Tsingtao Beer, seek for
improvement based on the stabilization, and put into
efforts to strive to realize the goal that the growth rate
of the Company’s sales volume being 2 percentage
points higher than that of the domestic beer industry.

O I B SRR PR 9 B AT S o BRI AT - ST
TR > AR TBUA R R R > HEiE
T i TH AR AN SR T A > AR O W AE IR P v e i 35 Y
ESEHRE o 4T IR M IR R A~ R -
o 0 M T 43— A0 B Bl - T4 e TR >
)t f 200 A A K i [ BT A+ T3 RO > G 2
BE - RO - RHE - RS EK

The Company will continue to actively expand the
domestic and overseas markets, insist on developing the
dominant markets in the coastal and along-Yellow-River
areas, and focus on promoting the construction of urban
base markets. At the same time, it will also maintain
its leading position in the domestic mid-and-high-end
market by fully playing the role of utilization efficiency
of existing production capacity and promoting the
upgrade of products and its mix through technical
reconstruction. The Company will actively explore
and apply the new-generation information technology,
such as the Internet of Things, big data and mobile
applications, introduce intelligent plant modes and drive
the transformation of traditional production modes to
“Internet + Industry” to satisfy the market demands for
diversified types, high efficiency, high quality and low
costs.

AV B ERE AT IS EIR - AEeEE S RENH
& ~ AIBTE S0 mPha B A — L ERR R
e 7 e S 0 Y R A A R A AR TR
HEEMT S — BB A > F 0 RTHE 8RR
> SRR ARR -

The Company will continue to integrate the resources,
keep on improving the marketing channels and
network, innovate the marketing mode, accelerate the
establishment of the integrated sales network, set up the
most competitive channel network and sales operation
mode, focus on improving the efficiency, degree and
synergy of marketing by promoting the implementation
of market integration, and improve the marketing
efficiency to drive the continuous growth of sales
volume, product mix and revenue.
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The Company will continue to focus on the “4-in-
1” market expansion mode, take the sports marketing
and music marketing as its principal line, optimize
the resource allocation, completely improve the
international, young and fashionable image of the
brands; continuously optimize the brand and product
mix through developing new products and adjusting the
product mix, promote the development of categories
driven by brands to accelerate the transformation
and upgrade of the high value-added products, and
the strengthening of its expansion; promote the
development of modern channels and consolidate the
advantages in e-commerce to realize the sharing and
complementation of advantages in on-line and off-line

resources.

20184F » AF #HF G BG N RERE A H T > B
3 AR I i O A B R AR IR W R 1Y
BERR R > TN BRI R B S A
P AL O BT AT R A R TR > Bt
SRR I B e R o

In 2018, the Company’s Board of Directors and
management team will lead all employees to vigorously
promote and deepen the reform of state-owned
enterprises and the transition from old strength to
new strength, and completely utilize its advantages
in quality, brand and technology according to the
Company’s established development strategies, to keep
on improving Tsingtao Beer’s core competitiveness and
sustainable and sound development ability for more
creating higher values for its shareholders.
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Potential risks

Ve 85 LT MR AR AT 3 > TEATSEAEREIR R - B0
R BRI VT » AL 7 AT RE T i py  ZE AL
JEV B 4

As a traditional industry which involves in complete
competition, under the situation of the excess
production capacity in the industry and huge pressure of
the growth of sales volume, the Company may face the
following major operating risks in the future:

1~ B i A A U IR AR > AR A
] 7 fib T 16 H R o T 45 bL RS OK W RE R
B BAMAE -
The recovery of the domestic mid-and-high-end
catering market remains slow currently and as
a large proportion of the Company’s products
are targeted at the mid-and-high-end market, the
increase of short-term sales volume and revenue
may be affected.

2~ BE AN B A T A g T 8 ok R
89 o AT RBEAE— BB T35 B T R B
The intensified promotion of foreign-invested
beers and imported beers in the domestic market
may further enhance the competition trend in the
market.

3~ p R L A SRR AR DK R R AN TR A Y
FrA B IR AR KRR Ty - A F BAE
The big operating pressure from the substantial
increase in the price of beer package materials
and the continuous increase in labor costs will
affect the Company’s profits.

4~ AT 5 TR o ML A S R 1R E RE R T
AN g BE > BB L - (8T G T By
Due to the pressure of market competition,
the breweries will strengthen the promotion to
improve the capacity utilization rate, which will
result in the continuous growth of marketing
expenses for commercials and sales promotions.

5~ BN (Bl - 445 ) B8 R R R » R A
W78 7 355 0 A
The rapid development of substitutes (alcohols,
wines, and etc.) will take some shares of the
domestic beer market.
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AAE )\ EEFEFEE M/ Members of the Eighth Session of the Board:

HWIPRA - BUAE 615 » BE RS — HFREEURE EMBA > WS AFBIABEH TR L » T
RIVERBIEE - BUEAARIEFR > HFHREHERR - GRATHE o BT 5V E— R R
- BETRRAN > A2y R AR AC ) B M AR TR - W B RIARE - B ATANE - AR > BA BRI
WEATER B OYATBE AR AR A B R AR > R T IR RN > BB e Bk
HE > BB ZEEERAKRE -

Mr. SUN Ming Bo, aged 61, EMBA at Fudan University — Washington University, Doctor of
Management Science and Engineering at Tongji University, and applied researcher of engineering
series. He is currently Chairman of the Company, Chairman and CEO of Tsingtao Group, and

ever served as Deputy Factory Manager and Chief Engineer of Tsingtao Brewery No. 1 Factory,
Assistant to General Manager & Vice Chief Engineer, Executive Vice President, President of
Marketing Center and President of the Company with substantial experience in management of
strategy, marketing, production technology, merger and acquisition, and re-organization. He is Top
Talent in Professional Technologies in Qingdao and expert with special allowance from the State
Council. Mr. SUN is a representative of the Twelfth National People’s Congress.

WM > B4R 55 5% » ALt KB4 PR BE EMBA %23 > AL 0S4 B24r > AR AR AW o
BUEARAFBATHES ~ M8 - SR A o L5 TRA A R AR - AR J 48
e B A3 A BHAER R R ~ ACA R RIARE - B BANE - R MR o B R RN AT
AR - BOEAT B - AR BB B B - RS EBmEE > WoRER T EEA
KR -

Mr. HUANG Ke Xing, aged 55, EMBA at Guanghua School of Management of Peking University,
Senior Engineer. He is currently Executive Director, President of the Company & President of
Marketing Center, and Director of Tsingtao Group. He ever served as General Manager of Tsingtao

Brewery Engineering Company Limited, Assistant to President & Head of Strategic Investment
Management Department and Vice President of the Company, President of Marketing Center, and
Vice President of Tsingtao Group with substantial experience in strategic planning, investment
management, operating management and marketing management of beer industry. Mr. HUANG is a
member of the Eleventh Shandong Committee of Chinese People’s Political Consultative Conference
and a representative of Shandong Province of the Thirteenth National People’s Congress.

B A > BUAESSBK - IR BB LW Je A 3% > TRASIMABIEH » BUEAA R AITE
3~ RIARE - OB RO - ORI E S o WL R R ROR - TR > ARA
AR o FLAT SRR AR E - LT R B A BRACER o S T SRR IR RS > BB e ki
Wi o

Mr. FAN Wei, aged 58, Master’s Degree at Southern Yangtze University, Applied Researcher of
engineering series. He is currently Executive Director, Vice President of the Company & President
of Manufacturing Center, Chief Brewer and Director of Tsingtao Group, and ever served as Deputy
Factory Manager and Chief Engineer of Tsingtao Brewery No. 2 Factory, and Chief Brewer of the

Company with substantial experience in production, scientific research and technical management.
He is Top Talent in Professional Technologies in Qingdao and expert with special allowance from
the State Council.
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Mr. YU Zhu Ming, aged 56, EMBA at Dongbei University of Finance & Economics, Senior
Accountant. He is currently Executive Director and CFO of the Company, and ever served as Head
of Finance Section of Tsingtao Brewery No. 4 Factory, Head of Finance Department, Assistant to
President and Chief Account of the Company with substantial experience in finance management
and capital operation. He was awarded the prizes including Outstanding Accountant in Shandong
Province in 2008 and Outstanding Accountant in Qingdao in 2009.

BUiReR L > BlFo1pk > BENRAABERAKRBXER » BEARAAERITES - 911
A5 B e Bk K AL W B BT I S o R FACHT v R K Ak v A R B RLRHR - I R SRR
R~ A B AR IR AR e O () A IR AR E R R o ARG B4R 20184F3 A 19 H
BEAEAC 2 7] 58 )\ e 3 5 17 SR 007 3 5 -

Mr. Yasutaka SUGIURA, aged 61, graduated from Department of Literature at Keio University
in Japan. He is currently Non-executive Director of the Company and Executive Director of
Asahi Group Holdings Ltd. He also served as Head of Commodities Planning Section, Head of
International Business Department of Asahi Breweries, Ltd., Representative of China Office of
Asahi Breweries, Ltd. & Director of Asahi Investment. Mr. Yasutaka SUGIURA resigned as Non-
executive Director of the Company’s Eighth Session of the Board of Directors on 19 March 2018.

EBEGA > B 8K > AL KRB LH3E - BEARAF B ERTEF > PRARK
B H AR S KRB R ARRE I > PR B B R A AR H e R - R BUN R
JEATH o

Mr. WANG Xue Zheng, aged 68, Doctor of Law Science at Peking University. He is currently
Independent Non-executive Director of the Company, part-time Professor of the universities
including Renmin University of China, and Capital University of Economics and Business,
Arbitrator of China International Economic and Trade Arbitration Commission, and Legal
Consultant of Fujian Provincial Government.

TR > BIAE 6258 » MR G Ak B b Bk o A > BUAE A A W M S JE AT
Fo WERBLAE Rt 2B - LA - TRABARETHETEE - PEEADE
TRIER - PRAGTH R TR - BRI RS R 5 W R IR A
F] ~ AR IE Iy Bk A B PR A R B SIS o T B R SR A R A R SR B o

Mr. YU ZENG Biao, aged 62, Doctor of Accounting at Xiamen University, China Certified
Public Accountant. He is currently Independent Non-executive Director of the Company. Professor
of Accounting and Tutor of doctorial candidates in School of Economics and Management at
Tsinghua University. He is also Member of American Accounting Association, Vice Chairman

of Cost Research Society of China and Chief Accountant Society of China, Consulting Expert
of management accounting of Ministry of Finance; he also serves as Independent Director of
First Tractor Company Limited and HONY Yuanfang Fund Management Co., Ltd., and External
Supervisor of China Citric Group Co., Ltd.
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Mr. BEN Sheng Lin, aged 51, Bachelor of Engineering at Tsinghua University, Master of Business

Administration at Renmin University of China and Doctor of Economics at Purdue University in the
USA. He is currently Independent Non-executive Director of the Company, Professor and Tutor of
doctorial candidates of Management School at Zhejiang University, Founding Director of Internet
Finance Institute at Zhejiang University, Executive Superintendent of International Monetary
Institute at Renmin University of China, Standing Committee Member of the Committee of Chinese
People’s Political Consultative Conference and Deputy Director of the Economic Committee in
Zhejiang Province, Counsellor of Zhejiang People’s Government, Independent Director of Bank
of Ningbo Co., Ltd. and Zhongda Group Co., Ltd., Independent Non-executive Director of China
International Capital Corporation Limited, and External Supervisor of Industrial Bank Co., Ltd. He
also served as CEO and Member of Global Leadership Team at Global Corporate Banking in JP
Morgan Chase Bank (China) Co Ltd. and etc.
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Mr. JIANG Min, aged 52, Master of Laws. He is currently Independent Non-executive Director
of the Company, Founding Partner of Anhui Tianhe Law Firm, a representative of Anhui Province
of the National People’s Congress, Vice Chairman of All-China Lawyers Association, Press

Spokesperson of All-China Lawyers Association, Arbitrator of China International Economic
and Trade Arbitration Commission, Arbitrator of Shanghai International Economic and Trade
Arbitration Commission (Shanghai International Arbitration Center). He was also a member of the
4th and 5th Reviewing Committee of M&A of Listing Companies under China Securities Regulatory
Commission. He was awarded the prizes including “Award for Special Contributions to China’s
Lawyer Sector”, and he is also Independent Director of Shandong Pharmaceutical Glass Co., Ltd.
and Sungrow Power Co., Ltd.
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AAENEEFEFHRE M/ Members of the Eighth Session of Board of Supervisors
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Mr. LI Gang, aged 57, Doctor of Administration of Major of Administration Science and
Engineering at Xi’an Jiaotong University. He is currently Chairman of Board of Supervisors of
the Company and Tsingtao Group, and Chairman of Board of Supervisors in Enterprises Directly
under Qingdao Government. He ever served as Deputy Chief of Shibei Branch of Qingdao Local
Taxation Bureau, Assistant to Chief of Qingdao Local Taxation Bureau & Chief of Laoshan Branch

of Qingdao Local Taxation Bureau, Chief of Inspection Bureau of Qingdao Local Taxation Bureau,
and Deputy Chief of Qingdao Local Taxation Bureau.
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Mr. Ryoichi KITAGAWA, aged 54, graduated from School of Law at Waseda University in Japan.
He is currently Supervisor as Shareholders’ Representative of the Company, Executive Director of
Asahi Group Holdings Ltd. He also served as Head of International Operating Planning Department
in Asahi Breweries, Ltd., Head of International Department of Asahi Group Holdings Ltd.,
Executive Director and Head of Corporate Promotion Department of Asahi Group Holdings Ltd.
Mr. Ryoichi KITAGAWA resigned as Supervisor as Shareholders’ Representative of the Company’s
Eighth Session of the Board of Supervisors on 19 March 2018.
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Ms. LI Yan, aged 60, graduated from Central Finance and Economics Institute. She is currently
Independent Supervisor of the Company, Professor and Tutor of doctoral candidate in Finance
and Tax School, and Director of Governmental Budget Institute at Central University of Finance
and Economics, Non-profession Member of The Chinese Institute of Certified Public Accountants
Commission, Member of China Finance Commission, Member of China Finance and Taxation Law
Society, Independent Director of China Film Co., Ltd., Beijing DHC Co., Ltd., Anhui Win-all Hi-
tech Seed Co., Ltd. and Jiangxi Fushine Pharmaceutical Co., Ltd.
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Mr. WANG Ya Ping, aged 53, Bachelor of Laws at East China University of Political Science
and Law, State Senior Lawyer. He is currently Independent Supervisor of the Company, Executive
Director and Senior Partner of Shandong Qindao Law Firm, Chairman of Qingdao lawyers
Association, Arbitrator of Qingdao Arbitration Commission, and Independent Non-executive
Director of Qingdao Port International Co., Ltd.
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Mr. XUE Chao Shan, aged 59, graduated from EMBA class at Xiamen University. He is currently
Supervisor as Employees’ Representative of the Company, Assistant to President of Manufacturing
Center of the Company & Factory Manager of Tsingtao Brewery Factory. He also served as
Deputy Manager of Tsingtao Brewery Sales Company, General Manager of Tsingtao Brewery
(Sanshui) Company Limited, Tsingtao Brewery (Fuzhou) Company Limited and Tsingtao Brewery
(Zhangzhou) Company Limited, General Manager and Chairman of Tsingtao Brewery South-East
Sales Company Limited, and Factory Manager of Tsingtao Brewery No. 2 Factory with substantial
experience in marketing and business administration.
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Ms. SUN Li Hong, aged 42, undergraduate of Major of International Economic Law in Department
of Economic Law at Qingdao University. She is currently Supervisor as Employees’ Representative
and Head of Law Affairs Department of the Company. She also served as Deputy Head of
Secretarial Office of the Board, and Deputy Head of Law Affairs Department of the Company with
substantial experience in law affairs.
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Mr. XING Jun, aged 44, undergraduate of Major of Accounting Science at Shanghai University
of Finance and Economics, Accountant. He is currently Supervisor as Employees’ Representative
and Deputy Head of Finance Department of the Company. He also served as Section Head of
Accounting & Auditing of Finance Department of the Company with substantial experience in
financial management.
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Mr. WANG Rui Yong, aged 52, MBA at Peking University, Senior Engineer. He is currently Vice
President of the Company. He also served as Deputy Factory Manager of Qingdao Laoshan Brewery
Factory, Deputy General Manager of Tsingtao Brewery (Xuzhou) Pengcheng Company Limited,
General Manager of Beijing Five-Star Tsingtao Brewery Company Limited, Assistant to President of
the Company, General Manager of Shanghai Tsingtao Brewery East-China Sales Company Limited
and Shandong Area of Marketing Center of the Company, and President of Marketing Center of the
Company with substantial experience in marketing and business administration.
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Mr. CAI Zhi Wei, aged 50, MBA at Xiamen University, Senior Engineer. He is currently President
of Marketing Center of the Company. Mr. CAI also served as Workshop Supervisor and Deputy
Factory Manager of Tsingtao Brewery No. 2 Factory, General Manager of Tsingtao Brewery
(Xiamen) Co., Ltd., General Manager of Xiamen Tsingtao Brewery South-East Sales Company
Limited, General Manager of Shanghai Tsingtao Brewery East-China Sales Company Limited,
General Manager of Shandong Area of Marketing Center of the Company, Vice President of
Marketing Center of the Company & General Manager of Sales Management Head Department
of Marketing Center, and Executive Vice President of Marketing Center of the Company with
substantial management experience in marketing.
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Mr. ZHANG Rui Xiang, aged 53, Bachelor’s Degree at Shandong Normal University, Economist.
He is currently Board Secretary & Head of Secretarial Office of the Board, Company Secretary
and Authorized Representative of the Company. He also served as Assistant to Director, Deputy
Director, and Director of Secretarial Office of the Board & Representative to Securities Affairs of
the Company with long-term experience in the operation of listing company, information disclosure

and financing in capital market.
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I. Connected Transactions occurred
during the Reporting Period

Details on related party transactions for the year are set out in
Note 8 to Financial Statements. Details of any related party
transactions which also constitute connected transactions or
continuing connected transactions are disclosed below. The
Group has complied with the requirements in accordance with
Chapter 14A of Listing Rules in respect of such transactions.

1. The continuing connected transactions relating to
ordinary operation

(1) As considered and approved by the Board,
the Company entered into a New Product
Distribution Contract with Yantai Asahi on 3
February 2015, whereby Yantai Asahi agreed
to grant the Company the sole distribution right
for the distribution of all products of Yantai
Asahi for the period from 1 January 2015 to 31
December 2017. As an indirect subsidiary of
Asahi Group which is a substantial shareholder
of the Company, Yantai Asahi is therefore
an associate of Asahi Group and a connected
person of the Company. For details of this
continuing connected transaction, please refer
to the announcements published respectively on
the websites of the Stock Exchange and SSE on
3 February 2015. The annual cap amount of the
Company’s purchasing beer products from Yantai
Asahi for the year 2017 was RMBI1.4 billion,
of which the actual purchasing amount was
RMB633,755,622, not exceeding the annual cap
amount.

(2) As considered and approved by the Board of
Directors of the Company, Tsingtao Shenzhen
signed the product distribution contract (“original
contract”) respectively with Asahi Breweries
and Asahi Investment on 3 February 2015.
Asahi Breweries and Asahi Investment agreed
to continue to purchase “Asahi” beer products
from Tsingtao Shenzhen and the contract period
is from 1 January 2015 to 31 December 2017.
The annual transaction cap for 2017 under the
original contract is RMB 60 million (in respect
of the agreement with Asahi Breweries) and
RMB 30 million (in respect of the agreement
with Asahi Investment) respectively. From 1
January 2017 to 2 March 2017, Asahi Breweries
and Asahi Investment respectively made the
actual purchasing payment of RMB14,540,964
and RMB1,072,609 to Tsingtao Shenzhen in
accordance with the original product distribution
contract, and both of the amounts were within the
annual cap. On 3 March 2017, Tsingtao Shenzhen
re-signed the Contract Production Agreement
(“new agreement”) respectively with Asahi
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3)

Breweries and Asahi Investment, specifying the
issue that Asahi Breweries and Asahi Investment
respectively contract the production of beer to
Tsingtao Shenzhen for the period from 3 March
2017 to 31 December 2019. Once the Contract
Production Agreement takes effect, the original
contract will be terminated. From 3 March 2017
(the effective date of the new agreement) to
31 December 2017, the annual transaction cap
for 2017 under the new agreement is RMB 70
million (in respect of the agreement with Asahi
Breweries) and RMB 30 million (in respect of the
agreement with Asahi Investment) respectively.
Tsingtao Shenzhen received the transaction
amount of RMB32,242,263 and RMB9,151,628
from Asahi Breweries and Asahi Investment for
the contracted production of beer products, and
both of the amounts were within the annual cap.

Asahi Group was a substantial shareholder
of the Company at the end of the Reporting
Period, while Asahi Breweries and Asahi
Investment, its subsidiaries, were the contact
persons of Asahi Group. Therefore, both Asahi
Breweries and Asahi Investment were connected
persons of the Company. For the details of the
continuing connected transactions, please see
the announcement published on the website of
the Stock Exchange and SSE respectively on 3
February 2015 and 3 March 2017.

As considered and approved by the Board,
Tsingtao Finance Company, the Company’s
wholly-owned subsidiary, entered into an
agreement with Yantai Asahi on 3 February
2015, whereby Yantai Asahi agreed to the related
deposit and settlement service of depositing its
sales income in the account opened in Tsingtao
Finance Company for the period from 1 January
2015 to 31 December 2017. The cap amount
(including the interests and settlement fees)
for Tsingtao Finance Company absorbing the
deposit of Yantai Asahi’s sales income was not
allowed to exceed the respective annual cap
amount of the continuing connected transaction
of distribution between the Company and Yantai
Asahi as approved by the Board. As at the end
of the Reporting Period, the principal and its
corresponding interests and settlement fees
deposited by Yantai Asahi in Tsingtao Finance
Company was RMB752,937,116, not exceeding
the annual cap amount of RMBI1.4 billion. For
details of the subject continuing connected
transaction, please refer to the announcements
published by the Company respectively on the
websites of the Stock Exchange and SSE on 3
February 2015.
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Shareholder please also be noted of the
announcements of continuing connected
transactions between Tsingtao Shenzhen and
certain members of the Group published by the
Company on 18 May 2009. Asahi Breweries, a
substantial shareholder of Tsingtao Shenzhen,
became a substantial shareholder of the Company
after acquiring approximately 19.99% of the total
issued share capital of the Company on 6 May
2009. Pursuant to Rule 14A.11(5) of Listing Rules
being in force at that time, Tsingtao Shenzhen
became a connected person of the Company,
and the transactions between Tsingtao Shenzhen
and the members of the Group also constituted
connected transactions of the Company. For other
details of this continuing connected transaction,
please refer to the announcement published by
the Company on 18 May 2009 on the website of
the stock exchanges on which the Company is
listed.

During the Reporting Period, the aforementioned
continuing connected transactions were carried
out pursuant to the terms of the above contracts.
The independent non-executive directors of the
Company had audited the continuing connected
transactions in the Company and its related
subsidiaries, and confirmed such transactions
were:

(@D  entered into in ordinary and usual course of
business of the Group;

@) on normal commercial terms, or entered
into in terms not better than those the
Company providing to the independent
third party or not worse than those from the
independent third party;

©) on term that were fair and reasonable and
in the interests of the shareholders of the
Company as a whole.

The Company’s auditor was engaged to report on
the Group’s continuing connected transactions
in accordance with Assurance Engagements
Other Than Audits or Reviews of Historical
Financial Information of Hong Kong Standard on
Assurance Engagements 3000 and with reference
to Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules
of Practice of Note 740 issued by Hong Kong
Institute of Certified Public Accountants. The

73



74

#H OB WON B B A R4 A TSINGTAO BREWERY CO., LTD.

WP Significant Events

CEM ARG 14A 56 15 > 5t il 2Bl AAE 58
71 372 B AR 4 P e R A A R AR ) o
R o SR BB A o ACA F] Ol A R
Fill R A 1) 7 8 1 22 BT 4248 o

W ER A AE AT H W EBIR R P EAT » FEAR L
F SR A b FEE R A o % B R
VRN 82 Yk DA

AN T HER L2017 SREAT IR R B 2
Weilg » A ACEM B 14A FHHFTHE

~H o) PR ] O R AR S I

WARENEEFGHE LR THEE > AFg
FE A A 245 PR PR A R (5 A 500 35 R MU A PR
HAEATA > FHIARAERE ] R20165410H 290
el — R EE A > MEUAREAMEICE
(¥300,000,000 7G ) W I 1 5 5 R 8 #5000 Jb R
50% B » B v BRI 8L > RS E I -
A\ F]E AR 2017458 30 H B E R 5 B(< R
WE W T > 1 B 5 < ME o i > G RT 1 k) - IR
Bz > B 5 A RN W AR BATRER] - 2875
¥RTFERAT » 8 7 BN B R 4 1B 40 T AE o (OB ek
A RBRAR > A SO RIE A DR ] B R AT
] I D R K B SR AR 2 ] 4 BRLCOHE 8 1t 3 ) 44 28 WU A R
R BT I FE R B AE o

II.

auditor has issued a letter containing its findings
and conclusions in respect of the continuing
connected transactions disclosed by the Group
on page 71 to 72 of this Annual Report in
accordance with Rule 14A.56 of Listing Rules. A
copy of the auditor’s letter has been provided by
the Company to the Stock Exchange.

Such transactions are conducted in the ordinary
and usual course of business of the Company,
and are necessary and continuous in the business
operation of the Company. Such connected
transactions will not affect the independence of
the Company.

The Company confirms that the disclosure of
the aforesaid continuing connected transactions
carried out in 2017 were in compliance with the
disclosure requirements in Chapter 14A of Listing
Rules.

Termination of the Company’s
acquisition of equity during the
Reporting Period

As approved at the fourteenth meeting of the Eighth
Session of the Board, the Company signed the Equity
Transfer Contract with Shijiazhuang Zhongshuo
Enterprise Management Co., Ltd. (the former
Shijiazhuang Jiahe Breweries Co., Ltd., hereinafter
referred to as “Shijiazhuang Zhongshuo”) on 29
October 2016, agreeing to purchase 50% of the equity
of Hebei Jiahe held by Shijiazhuang Zhongshuo at
RMB Three Hundred Million (RMB300,000,000).
In view of the changes of the business environment
and through the negotiation of the two parties, the
Company’s Board of Directors considered and approved
the signing of “Equity Transfer Contract” Termination
and “Framework Agreement” Amendment Agreement
on 30 August 2017, agreeing to the termination of the
Contract. Neither of the two parties will perform any
right or obligation not yet performed under the Contract
and neither of them shall be held liable for breach of
contract. After the termination of the Equity Transfer
Contract, Shijiazhuang Zhongshuo shall no longer
require the Company for any reason at any time to
purchase the equity of Hebei Jiahe held by Shijiazhuang
Zhongshuo according to the Framework Agreement.
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III. Information of guarantees and
purchase of wealth management
products during the Reporting
Period

(1

()

As considered and approved at the sixteenth
meeting of the Eighth Session of the Board,
in April 2017, the Company and Tsingtao HK
submitted to Qingdao Branch of Bank of China
Co., Ltd. (“Bank of China Qingdao Branch”)
an Application for Arrangement and Division
of Credit Line, pursuant to which, by way of
dividing the domestic credit line through Bank
of China Qingdao Branch, the Company divided
RMB350 million of its credit line in Bank of
China Qingdao Branch to Tsingtao HK for its
use, and the Company would provide counter-
guarantee for this division. Bank of China Seoul
Branch would provide Tsingtao HK with a loan
of HKD338 million for Tsingtao to repay the loan
of HKD338 million due to Bank of China Macao
Branch.

As considered and approved at the Eighth Session
of the Board, Tsingtao Finance Company, a
wholly-owned subsidiary of the Company,
launched a wealth management product
business. In 2017, Tsingtao Finance Company
had accumulatively purchased RMB191 million
of money market funds. As at the end of the
Reporting Period, RMB61 million had been
redeemed from the aforesaid funds, realizing
approximately RMB520,000 of income, with
the capital fund and income credited into the
account; the amount of funds yet to be redeemed
was RMB130 million in total, for which the
income from fair value changes is approximately
RMB120,000.

As at the end of 2016, Tsingtao Finance Company
had purchased RMB720 million of wealth
management products that had not matured. In
2017, it had accumulatively purchased RMB1.7
billion of wealth management products. As at
the end of the Reporting Period, RMB1.8 billion
of the aforesaid wealth management products
had matured, realizing an income of RMB36.54
million and all the capital and income of the
matured wealth management products had been
credited into the account; the amount of wealth
management products that had not matured was
RMB620 million, with an estimated income of
approximately RMBS8.15 million.
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IV. Material legal proceedings

During the Reporting Period, the Company did not
involve in any material litigation or arbitration and
no material litigation or arbitration were pending or
threatened or made against the Company so far the
Company is aware.

V. Issues after the Reporting Period
(latest progress of the share transfer
by the second largest shareholder of
the Company)

1. On December 20, 2017, Asahi Group Holdings,
Ltd. (“Asahi Group”) respectively signed share
purchase agreements with 5 entities under Fosun
International Limited (“Fosun Group”), proposed
to transfer 243,108,236 H shares (representing
17.99% of the Company’s total share capital)
held in the Company to Fosun Group at the total
consideration of HKD6.617 billion (equivalent to
HKD27.22 per H Share).

2. In addition, on the same day, Asahi Group and
Tsingtao Group and its subsidiary Xinhaisheng
signed a share purchase agreement, proposed
to transfer 27,019,600 H Shares (representing
1.99% of the Company’s total share capital)
held in the Company to Xinhaisheng at the total
consideration of HKD735 million (equivalent to
HKD27.22 per H Share).

3. The Company has received the notice from
Tsingtao Group and Fosun Group that all the
prerequisites stipulated in the share purchase
agreement have been satisfied and the transaction
under the agreement was completed on 19 March
2018. From 19 March 2018, (i) Mr. Yasutaka
SUGIURA resigned as Non-executive Director of
the Company’s Board of Directors and member
of the Company’s Audit and Internal Control
Committee and member of the Company’s
Nomination and Remuneration Committee;
(i1) Mr. Ryoichi KITAGAWA resigned as
Supervisor of Shareholders’ Representative of
the Company’s Eighth Session of the Board of
Supervisors.
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In this Report, the following expressions have the following

respective meanings set adjacent below, unless the context

requires otherwise:

the Company,
Tsingtao Brewery

the Group

the Board

Tsingtao Group

SASACQ

Yantai Asahi
Tsingtao Shenzhen
Asahi Group
Asahi Breweries

Asahi Investment

SSE
the Stock Exchange

PwC Zhong Tian

Audit Committee

Strategy Committee

Reporting Period

Model Code

Listing Rules

Articles of Association

Tsingtao Finance
Company
Tsingtao HK

Hebei Jiahe
Xinhaisheng

Means
Means
Means
Means
Means
Means
Means
Means
Means

Means

Means
Means

Means

Means

Means

Means

Means

Means

Means

Means

Means

Means
Means

Tsingtao Brewery Company Limited

the Company and its subsidiaries

board of directors of the Company

Tsingtao Brewery Group Company
Limited

State-owned Assets Supervision &
Administration Commission of the
People’s Government of Qingdao

Yantai Beer Tsingtao-Asahi Co., Ltd.

Shenzhen Tsingtao-Asahi Co., Ltd

Asahi Group Holdings Ltd.

Asahi Breweries, Ltd.

Asahi Beer (China) Investment Co.,
Ltd.

Shanghai Stock Exchange

The Stock Exchange of Hong Kong
Limited

PricewaterhouseCoopers Zhong Tian
LLP

Audit & Internal Control Committee
under the 8th session of the Board

Strategy & Investment Committee
under the 8th session of the Board

The year ended 31 December 2017

Model Code for Securities
Transactions by Directors of Listed
Issuers

Rules Governing the Listing of
Securities on The Stock of
Exchange of Hong Kong Limited

Articles of Association of the
Company

Tsingtao Brewery Finance LLC.

Tsingtao Brewery Hong Kong Trade
Company Limited

Hebei Jiahe Breweries Co., Ltd.

Hong Kong Xinhaisheng Investment
Development Co., Ltd.
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Aw]¥Fl Company Information

1 XA RN R A RA
2. HEMREA : BRI

3. AREME: REHE
Wk LR TR T A B
F VY g5
H K E
1105%
EHERYGHHE

HBARS © 266071
TEHE 86-532-85713831
B3 86-532-85713240

4. wEMHLHE ¢ L3R ST BN S6 %
WAL 2 ILREF &
5V T U L VY R 05 7 K
TP ARG ¢ 266071
A Ak WWW.tsingtao.com.cn
TETfEHM ¢ info@tsingtao.com.cn

5. ARBELHRGH
AR BWEHRR G
JBe S fE AR ¢ 35 R
R : 600600
H B« BTGS2 5 B
JBe SR FET AR ¢ 35 R
1R : 00168

6. ARETMBCAFE M - bR A A R
AT _Ligs AH

7. BEEPEIEEERT ¢ WA OSSR T (R
T ARG o Hutik 2 36 i B [ 90 T 0 202 B4R
Jo A S B 5 2 R HE K AE 0 11 1

8. WAL -
(1) HIFAZSZANAT > Hohl % 75 ok P 3R R 4L g
1 SRR K 26

(2) b T i P A B B T > Motk 2 Sl I
B SR = BRI S R B A 0 20

English Name: Tsingtao Brewery Company Limited

Legal Representative: SUN Ming Bo

Company Secretary: Zhang Rui Xiang

Address: Secretarial Office of the Board
Room 1105
Tsingtao Beer Tower
May Fourth Square
Hong Kong Road Central, Qingdao,
Shandong Province

Postal Code: 266071

Tel: 86-532-85713831

Fax: 86-532-85713240

Registered Address: No. 56, Dengzhou Road,

Qingdao, Shandong Province

Business Address:  Tsingtao Beer Tower, May Fourth Square
Hong Kong Road Central, Qingdao,
Shandong Province

Postal Code: 266071

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: 75 /55 M7

Stock Code: 600600

H share: The Stock Exchange of Hong Kong Limited

Stock Name: TSINGTAO BREW

Stock Code: 00168

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

Auditor: PricewaterhouseCoopers Zhong Tian LLP at 11/F
PricewaterhouseCoopers Center, Link Square 2, 202 Hu Bin
Road, Huangpu District, Shanghai

Legal advisers:
(1)  Woo Kwan Lee & Lo at 26th Floor, Jardine House, 1
Connaught Place, Central, Hong Kong

(2) Haiwen & Partners at 20th Floor, Fortune Finance
Center, No. 5 Dong San Huan Road Central,
Chaoyang District, Beijing
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