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Simplified Corporate Structure Chart

Kingway Brewery
Holdings Limited

Note: The above subsidiaries are wholly-owned by Kingway Brewery Holdings Limited.
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Highlights

For the year ended 31 December

Beer sales volume, in tonne

Gross profit, in thousand HK$
Loss for the year, in thousand HK$
Basic loss per share, in HK cent

EBITDA, in thousand HK$

Current ratio

Gearing ratio'

Total assets, in million HK$

Net asset value per share, in HK$

Year-end number of employees

Note:

' Gearing ratio = (Interest-bearing debt — cash and cash equivalents)/net assets
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Year

2008 2007 Change
641,000 740,000 -13.4%
292,345 508,225 -42.5%
(39,911) (23,573) +69.3%

(2c)) (1.5) +53.3%
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2008 2007 Change
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Chairman’s Statement

Results

The Group’s sales volume of beer in 2008 amounted to 641,000 tonnes, representing a decrease of 13.4%
over last year. The Group recorded a loss of HK$39.91 million for the year ended 31 December 2008 as
compared with a loss of HK$23.57 million last year. The worsened results for the year was mainly attributable
to (i) the decrease in the Group’s sales volume; (ii) the rise in production costs as a result of increase in prices
of raw materials and unit fixed costs; and (iii) the increase in administration expenses following the full-year
operation of the brewery plants in Xian and in Chengdu and the commencement of operation in 2008 of the
new brewery plant in Foshan, in addition to the increase in finance costs.

Business Review
Year 2008 was a relatively difficult year for the Group in the following aspects:

(a) The Group’s overall beer consumption in Guangdong dropped under the impact of natural factors such
as the snowstorm at the beginning of the year and the relatively heavy rainfall recorded in the first
half of the year; and dampened by the financial tsunami at the end of the year. On the other hand,
the excessive production capacity and fierce competition in the beer industry of Guangdong had also
affected the Group's sales volume in Guangdong as well as the Group’s operating results.

(b) Although the Group’s brewery plants in Tianjin, Xian and Chengdu had taken a favorable turn in
operation, they were yet to operate in full capacity and make contribution to the Group’s operating
profit when they were still operating at a loss.

Confronted with such operational difficulties, the Group had adopted a number of measures, including (i)
proactive exploration of markets outside Guangdong, and initiatives to address the drop in sales volume in
Guangdong and its impacts on the Group; (ii) implementation of cost leadership strategy to lower production
costs in all aspects and by different means; and (iii) streamlined production and functional departments to
reduce administration costs.

Outlook

With the full-scale operation of our brewery plants built in recent years, the Group’s short-term target is
to improve its sales volume of beer in different areas and thus the overall results. Influenced by the global
economic downturn, it is expected that the sales of beer in Guangdong may encounter various difficulties
in 2009 as the consumer base of beer consumption goes down as a result of the decrease in the number of
workers from other cities employed in export-oriented enterprises, which suffered most in the downturn, in
Guangdong. However, the Group will address the situation actively and make corresponding adjustments in
distribution channels, product mix and selling prices. The Group will also reinforce its sales effort in areas of
Tianjin, Xian and Chengdu. Due to the sales groundwork in these cities has been laid, the Group anticipates
that there will be further growth in sales volume of beer in these cities and their aggregate proportion of
sales volume to the Group’s overall sales volume will be enlarged in the coming year.

Against the backdrop of excessive capacity and fierce competition in the beer industry in the PRC, it will be
the management’s focus in the coming year to proactively explore new sales networks and consolidate existing
markets, accelerate development of markets beyond Guangdong, enhance both the production and sales
volume. We will also endeavor to strictly control inventory level, bring down gearing ratio and further reduce
material purchase costs, with a view to polishing our operating results and ultimately boosting the overall
return of the Group.

Finally, I would like to express my sincere gratitude for the strong support from our shareholders, consumers
and distributors, our staff members who exemplified their wholehearted commitment during our robust
growth and development phase, and our suppliers from various industries.

LI Wenyue
Chairman

Hong Kong, 17 April 2009
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Report of the Directors (continued)

Directors’ Interests and Short Positions in Securities (continued)
[l OptiOﬂS (continued)

(if) Guangdong Investment Limited (continued)

Note 2: The weighted average closing prices of the shares immediately before the date on which the options were
exercised by Mr. YE Xugquan was HK$3.585.

The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or
other similar changes in the share capital of Guangdong Investment Limited.

The price of the shares of Guangdong Investment Limited disclosed as “immediately before date of grant”
of the share options is the closing price on the Stock Exchange on the business day prior to which the
options were granted.

# If the last day of the option period is not a business day in Hong Kong, the option period expires at 5:01
p.m. on the business day preceding that day (Hong Kong time).

(ifi) Guangnan (Holdings) Limited

Price of ~ Number of Number of

Number of Period ordinary share share  Number
share Share options granted  during which Total  Exercise share at date options  options of share
options during the year share consideration  priceof  immediately  exercised  cancelled options  Long/
Name of held as at Date of ~ Number option is paid for share  before date during during  heldasat  Short
director 01/01/2008 grant  granted  exercisable’ share options  options’ of grant”  theyear  theyear 31/12/2008 position
(ddimmlyyyy) (almmiyyyy) (HKS) (HKS) (HKS)
(ver share) (ver share)
LIANG Jiangin 200,000 - - 09/06/2006- 1 1.66 161 - 200,000 0 N/A
08/03/2016
LUO Fanyu 200,000 - - 09/06/2006- 1 1.66 161 - - 200,000 Long
08/03/2016 position
* The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or

other similar changes in the share capital of Guangnan (Holdings) Limited.

o The price of the shares of Guangnan (Holdings) Limited disclosed as “immediately before date of grant” of
the share options is the closing price on the Stock Exchange on the business day prior to which the options
were granted.

# If the last day of the option period is not a business day in Hong Kong, the option period expires at
5:01 p.m. on the business day preceding that day (Hong Kong time).

Save as disclosed above, as at 31 December 2008, to the knowledge of the Company, none of the
Directors or chief executives of the Company or their respective associates had any interests and
short positions in the shares, underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO; or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Save as disclosed above, at no time during the year was the Company or its holding companies, or
any of its subsidiaries or its fellow subsidiaries a party to any arrangements to enable the Directors of
the Company or their spouse or children under 18 years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate.

20 Kingway Brewery Holdings Limited Annual Report 2008



Report of th

e Directors (continued)

Substantial Shareholders’ Interests

As at 31 December 2008, so far as is known to any Director or chief executive of the Company, the following
persons (other than a Director or chief executive of the Company) had interests in five per cent. or more
of the issued share capital of the Company as recorded in the register required to be kept by the Company
under Section 336 of the SFO and details of the interests in the shares or underlying shares of the Company

as notified to

the Company are set out below:

Approximate
percentage of

Type of Number of Long/Short the Company’s
Name of shareholder securities securities held position issued capital
BEREFGIZERBR AR Shares 1,263,494,221 Long position 73.82%
(Guangdong Holdings Limited) Mote ”
GDH Limited (“GDH") (ote 1) Shares 1,263,494,221 Long position 73.82%
Heineken Holdings N.V. Shares 1,263,494,221 Long position 73.82%
(“Heineken HNV ") (Notes 2 and 3) Shares 365,767,453 Short position 21.37%
Heineken N.V. Shares 1,263,494,221 Long position 73.82%
("Heineken NV") (Notes 2and 3) Shares 365,767,453 Short position 21.37%
Heineken International B.V. Shares 1,263,494,221 Long position 73.82%
("Heineken [BV") (Notes2and 3) Shares 365,767,453 Short position 21.37%
Fraser and Neave, Limited Shares 1,263,494,221 Long position 73.82%
("F & N") (Notes 2.and 3) Shares 365,767,453 Short position 21.37%
Asia Pacific Investment Pte Ltd Shares 1,263,494,221 Long position 73.82%
("APIP") (Notes 2 and 3) Shares 365,767,453 Short position 21.37%
Asia Pacific Breweries Limited Shares 1,263,494,221 Long position 73.82%
(" APB") (Notes 2and 3) Shares 365,767,453 Short position 21.37%
Heineken — APB (China) Pte Ltd Shares 1,263,494,221 Long position 73.82%
("HAPBC") (Notes 2.and 3) Shares 365,767,453 Short position 21.37%
Genesis Asset Managers, LLP Mote 4 Shares 136,640,219 Long position 7.98%
Genesis Fund Managers, LLP ®ote 5 Shares 133,640,219 Long position 7.81%

Notes: (1)(a)

Annual Report 2

The attributable interest which & &R &/8% % ABR 72 7(Guangdong Holdings Limited) has in the Company is
held through its wholly-owned subsidiary, namely GDH.

Of these 1,263,494,221 shares: (i) 897,726,768 shares are beneficially held by GDH, (ii) 231,999,453 shares
related to derivative interests of GDH, and (iii) 133,768,000 shares related to the deemed interests of GDH
under section 318 of the SFO.

Of the 1,263,494,221 shares: (i) 365,767,453 shares were beneficially held by HAPBC and (ii) 897,726,768
shares related to the deemed interests of HAPBC under section 318 of the SFO.

In addition, by virtue of the SFO, each of Heineken HNV, Heineken NV, Heineken IBV, F & N, APIP and APB is
deemed to be interested in the same 1,263,494,221 shares of the Company in which HAPBC is interested,
as described in note (2)(a) above.

The short position in respect of 365,767,453 shares arose as a result of the pre-emptive and other rights
granted to GDH to, in certain specified circumstances, acquire HAPBC's shareholding in the Company under
a share purchase agreement dated 28 January 2004 and entered into between GDH and HAPBC.

The shares held by Genesis Asset Managers, LLP were held in the capacity of investment manager.

The shares held by Genesis Fund Managers, LLP were held in the capacity of investment manager.

008 Kingway Brewery Holdings Limited
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Report of the Directors (continued)

Substantial Shareholders’ Interests (continued)

Save as disclosed above, no other person (other than a director or chief executive of the Company) known
to any director or chief executive of the Company as at 31 December 2008 had an interest or short position
in the shares or underlying shares which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which are recorded in the register kept by the Company pursuant
to Section 336 of the SFO.

Connected and Related Party Transactions

Details of the connected and related party transactions disclosed in compliance with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules are set out in note 36 to the financial
statements.

Purchase, Sale and Redemption of Listed Securities

Neither the Company, nor any of its subsidiaries purchased, sold or redeemed any of its listed securities during
the year.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Company’'s Bye-laws and there are no restrictions
against such rights under the laws of Bermuda, being the jurisdiction in which the Company is incorporated.

Public Float

As at the date of this Report, the Company has maintained the prescribed public float under the Listing Rules,
based on the information that is publicly available to the Company and within the knowledge of the Directors.

Disclosure Pursuant to Paragraph 13.21 of Chapter 13 of the
Listing Rules

The Company has entered into three facility letters (“Facility Letters”) signed between the Company and
two different banks respectively for loan facilities with an aggregate amount of up to approximately
HK$696,400,000. The Facility Letters imposed specific performance obligations on GDH, the controlling
shareholder of the Company, and/or HAPBC, a substantial shareholder of the Company. The Facility Letters
include, inter alia, a condition to the effect that GDH and/or HAPBC shall in aggregate at all times to own
directly or indirectly at least 51% of the issued ordinary shares of the Company. A breach of the above
condition would constitute an event of default under the Facility Letters. If such an event of default occurs,
the above facilities will become immediately due and repayable.

Details of each of the Facility Letters are summarized in the followings:

Date of Outstanding balance

Facility letters Facility amount as at 31/12/2008 Last repayment date
25 November 2005 US$38 million US$15.2 million November 2009
27 October 2006 HK$200 million HK$135 million October 2010
19 December 2006 HK$200 million HK$160 million December 2010

22 Kingway Brewery Holdings Limited Annual Report 2008



Report of the Directors (continued)

Major Customers and Suppliers

Sales to the Group’s five largest customers accounted for less than 30% of the Group’s total sales for the year.

Purchases from the Group’s five largest suppliers accounted for 31.0% of the total purchases for the year and
purchases from the Group’s largest supplier included therein amounted to 7.9%.

Supertime Development Limited and its subsidiaries (“SDL Group”) were among the Group’s five largest
suppliers. The SDL Group are subsidiaries of GDH, the holding Company of the Company. Accordingly,
members of SDL Group are connected person of the Company. The purchase agreement entered into between
the Company and Supertime Development Limited dated 4 December 2007 in relation to the purchase of malt
by the Group from SDL Group with maximum aggregate annual value of malt purchased by the Group for
the year being RMB438,000,000 (equivalent to approximately HK$490,516,000) have been approved by the
independent shareholders at the special general meeting held on 31 December 2007. Please refer to note 36
to the financial statements for details of the connected transactions.

Save as disclosed above, none of the Directors, their respective associates or any shareholders (which, to the
best knowledge of the Directors, own more than 5% of the issued share capital of the Company) had any
interest in the Group’s five largest customers and suppliers.

Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed at
the forthcoming annual general meeting.

On behalf of the Board
LI Wenyue
Chairman

Hong Kong, 17 April 2009
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Corporate Governance Report

The Group recognizes the importance of achieving and monitoring the highest standard of corporate
governance consistent with the needs and requirements of its businesses and the best interest of all of its
stakeholders and is committed to doing so. It is also with the objectives in mind that the Group has applied
the principles on the Code on Corporate Governance Practices (the “CG Code"”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

In the opinion of the directors of the Company (the “Directors”), the Company has met the code provisions
set out in the CG Code.

Directors’ Securities Transactions

The Company has adopted the Model Code set out in Appendix 10 of the Listing Rules as the code of
conduct regarding Directors’ securities transactions. All Directors have confirmed, following specific enquiry by
the Company, that they have complied with the required standard set out in the Model Code throughout the
year ended 31 December 2008.

Board of Directors

As of the date of this report, the Board comprises three Executive Directors, being Mr. YE Xuquan, Mr. JIANG
Guogiang and Ms. LIANG Jiangin, seven Non-Executive Directors, being Mr. LI Wenyue, Mr. HUANG Xiaofeng,
Mr. LUO Fanyu, Mr. Michael WU, Mr. Roland PIRMEZ, Mr. KOH Poh Tiong and Mr. Sijbe HIEMSTRA, and three
Independent Non-Executive Directors, being Mr. Alan Howard SMITH, Mr. Felix FONG Wo and Mr. Vincent
Marshall LEE Kwan Ho.

The Board is responsible for the leadership and control of the Company and oversees the Group’s businesses,
strategic decisions and performances. The Management was delegated the authority and responsibility by the
Board for the day-to-day management of the Group. Major corporate matters that are specifically delegated
by the Board to the Management include the preparation of interim and annual reports and announcements
for Board approval before publishing, execution of business strategies and initiatives adopted by the Board,
implementation of adequate systems of internal controls and risk management procedures, and compliance
with relevant statutory and regulatory requirements and rules and regulations.

During the financial year ended 31 December 2008, the Board has four scheduled meetings at approximately
quarterly intervals. The attendances of the Directors at the Board meetings are as follows:

Number of
Directors Attendance
YE Xuquan 4/4
JIANG Guogiang 4/4
LIANG Jiangin 4/4
LI Wenyue (appointed on 25 July 2008) 11
HUANG Xiaofeng (appointed on 1 October 2008) N/A
ZHAO Leili (resigned on 1 October 2008) 3/4
LUO Fanyu 3/4
Michael WU 4/4
Theresa HO LAM Lai Ping (resigned on 25 July 2008) 3/3
Roland PIRMEZ (appointed 1 October 2008) N/A
KOH Poh Tiong 4/4
Sijbe HIEMSTRA 3/4
Anthony CHEONG Fook Seng (resigned on 1 October 2008) 3/4
Alan Howard SMITH 3/4
Felix FONG Wo 2/4
V-nee YEH (resigned on 20 January 2009) 3/4
Vincent Marshall LEE Kwan Ho (appointed on 13 March 2009) N/A

Kingway Brewery Holdings Limited Annual Report 2008



Corporate Governance Report (continued)

Board of Directors (continued)

The Company has received written confirmation from each of the Independent Non-executive Directors
confirming their independence pursuant to Rule 3.13 of the Listing Rules, and considers them to be
independent within the definition of the Listing Rules.

The Board members do not have any financial, business, family or other material/relevant relationships with
each other. Such balanced board composition also ensures that strong independence exists across the Board.
The biographies of the Directors are set out in pages 11 to 15 to the annual report, which demonstrate a
diversity of skills, expertise, experience and qualifications.

Chairman and Chief Executive Officer

The Chairman of the Board is Mr. LI Wenyue and the Chief Executive Officer is Mr. YE Xuquan. Their roles
are clearly defined and segregated to ensure independence and proper checks and balances. Mr. Li as the
Chairman of the Board, with his strategic vision and with a non-executive perspective, provides leadership to
the Board and gives direction in the development of the Company, which is of added benefit to the check
and balance mechanism of the Company. Mr. Ye as the Chief Executive Officer focuses on the day-to-day
management of the Group’s business, and leads the management team of the Group.

Non-Executive Directors

All Directors, including Non-Executive Directors, appointed to fill a causal vacancy or as an addition to the
existing Board, shall hold office only until the first general meeting after their appointment and shall then be
eligible for re-election. Moreover, each Non-Executive Directors of the Company will hold office for a specific
term expiring on the earlier of either (i) the conclusion of the annual general meeting of the Company in
the year of the third anniversary of the appointment or re-election of that director or (ii) the expiration of
the period within which the annual general meeting of the Company is required to be held in the year of
the third anniversary of the appointment or re-election of that director and in any event, subject to earlier
determination in accordance with the Bye-laws of the Company and/or applicable laws and regulations.

Remuneration of Directors

The Company established a remuneration committee (the “Remuneration Committee”) in June 2005. The
authorities and duties of the Remuneration Committee are as follows:

Authority

1. The Remuneration Committee is authorised by the Board to investigate any activity within its terms of
reference. It is authorised to seek any information it requires from any employee and all employees are
directed to co-operate with any request made by the Remuneration Committee.

2. The Remuneration Committee is authorised by the Board to obtain outside legal or other independent
professional advice and to secure the attendance of outsiders with relevant experience and expertise if
it considers this necessary.

Duties

1. To make recommendations to the Board on the Company’s policy and structure for all remuneration of
directors and senior management and on the establishment of a formal and transparent procedure for
developing policy on such remuneration.

2. To have the delegated responsibilities to determine the specific remuneration packages of all executive
directors and senior management, including benefits in kind, pension rights and compensation
payments, including any compensation payable for loss or termination of their office or appointment.
Factors which should be taken into consideration include but are not limited to salaries paid by
comparable companies, time commitment and responsibilities of the directors, employment conditions
elsewhere in the Group and desirability of performance-based remuneration.
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