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The directors submit their report together with the audited financial

statements of the Group for the year ended 3| December 2008.

Principal Activities

The principal activity of the Company is investment holding. The principal

activities of the subsidiaries are set out in note 36 to the financial

statements.

The principal activities of the Group are the manufacture and sale of

instant noodles, bakery and beverages in the PRC.

An analysis of the Group's turnover and revenue and profit attributable

to equity holders of the Company by major products is set out below:

JR 3R BB 4 8 R

EXEENE attributable to

Turnover and revenue equity holders
2008 2007 2008 2007
FET TET FET TET
Us$°000 Us$000 Us$°000 Us$'000
FEm Instant noodles 2,084,830 | 488,086 151,876 94,167
R Beverages 1,924,119 1,519,194 99,316 89,152
# 8 Bakery 149,922 109,660 5,901 4221
HAth Others 113,182 98,464 3,311 7,297
X Total 4,272,053 3,215,404 260,404 194,837
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FHEHRE Directors Report

Results and Appropriations

The results of the Group for the year are set out in the consolidated

income statement on page 59.

The directors recommend the payment of a final dividend of US2.33
cents per ordinary share, totalling US$130.172 million respectively.
Reserves

Movements in the reserves of the Group during the year are set out in

note 30 to the financial statements.

Property, Plant and Equipment

Details of the movements in property, plant and equipment are set out in
note |5 to the financial statements.

Five Year Financial Summary

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on pages 4 and 5.

Purchase, Sale or Redemption of Shares

Other than the Company’s repurchased its own shares of 1,912,000
shares during the year for approximately US$1.986 million, neither the
Company nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s shares during the year. All shares repurchased have

been cancelled and will not be reissued or resold.
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Share Option Scheme

At the extraordinary general meeting held on 20 March 2008, the
shareholders approved the adoption of the Share Option Scheme. On
the same day, the Company granted 11,760,000 share options to
employees of the Group. The share options are exercisable for the period
from 21 March 2013 to 20 March 2018 at an exercise price of HK$9.28
per share. The Company offered 2,000,000 share options to the
Company's Chairman and Chief Executive Officer, Mr. Wei Ing-Chou.

Bank Loans

Details of bank loans of the Group are set out in note 26 to the financial

statements.

Directors

The directors of the Company during the year and up to the date of this

report are as follows:
Executive Directors

Mr. Wei Ing-Chou
Mr. Takeshi Ida

Mr. Ryo Yoshizawa
Mr.Wu Chung-Yi
Mr. Wei Ying-Chiao
Mr. Junichiro Ida

Independent Non-executive Directors

Mr. Hsu Shin-Chun
Mr. Lee Tiong-Hock
Mr. Kazuo Ogawa
(resigned on | April 2008)
Mr. Michio Kuwahara

(appointed on | April 2008)
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On | April 2008, Mr. Kazuo Ogawa resigned as an Independent Non-
executive Director of the Company as he decided to retire from works
because of age. Mr. Michio Kuwahara was appointed by the Board of
Directors as an Independent Non-executive Director of the Company
with effect from | April 2008. In accordance with Acticle 91 of the
Company's Articles of Association, Mr. Michio Kuwahara retired and, being
eligible, was re-elected as a Director of the Company at the annual
general meeting held on 2 June 2008. At the annual general meeting to
be held on 8 June 2009, in accordance with Article 99 of the Company's
Articles of Association, Mr. Ryo Yoshizawa, Mr. Wu Chung-Yi, Mr. Junichiro
Ida and Mr. Hsu Shin-Chun retire by rotation and, being eligible, offer

themselves for re-election.

None of the directors have a service contract with the Company which
is not determinable by the Company within one year without the

payment of compensation.

The Company received the Independent Non-executive Directors’
confirmations of their independence pursuant to Rule 3.13 of the Listing
Rules. The Company considered all the Independent Non-executive

Directors are independent.

Biographical Details of Directors and Senior
Management

Brief biographical details of Directors and senior management are set out

on pages |7 to 21.
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Interests of Directors and Chief Executive in Shares

As at 31 December 2008, the interests and short positions of the
Directors and Chief Executive in the shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFO™)) which are required (a) to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they are taken or deemed to have under such provisions
of the SFO); or (b) pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (c) pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies relating to
securities transactions by Directors to be notified to the Company and

the Stock Exchange were as follows:

RRORMEBRONER Long position in the shares and the underlying Shares
BREBRE
HEHE
4 #E B4 #E
Number of Shares Number of
BA#Ez tEER underlying
Personal Corporate Shares held
EEHEA Name of Directors interests interests under options
(Haz1) (Hax2)
(see note |) (see note 2)
ZRIE M Wei Ing-Chou 13,242,000 2,044,827,866 2,000,000
RER Wei Ying-Chiao — 2,044,827.866 —
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These 2,044,827,866 Shares are held by and registered under the name of
Ting Hsin. Ting Hsin is beneficially owned as to approximately 55.10% by
Ho Te Investments Limited (“Ho Te"), as to approximately 37.52% by Rich
Cheer Holdings Limited (“Rich Cheer”) and as to the remaining 7.38% by
unrelated third parties. Ho Te is owned as to 51% (in the form of ordinary
shares) by Profit Surplus Holdings Limited (“Profit Surplus”) and as to 49%
(in the form of non-voting preference shares) by Wei Ing-Chou, Wei Ying-
Chiao, Wei Yin-Chun and Wei Yin-Heng, respectively in equal proportions.
Rich Cheer is owned as to 51% (in the form of ordinary shares) by Profit
Surplus and as to 49% (in the form of non-voting preference shares) by
Wei Chang Lu-Yun (the spouse of Wei Ing Chou), Lin Li-Mien (the spouse
of Wei Ying Chiao), Wei Hsu Hsiu-Mien (the spouse of Wei Yin-Chun) and
Wei Tu Miao (the spouse of Wei Yin-Heng), respectively in equal
proportions. Profit Surplus is the trustee of a unit trust, which is in turn
held by four discretionary trusts in equal proportions. HSBC International
Trustee Limited is the trustee of each of the above four discretionary
trusts, the settlors and discretionary objects of the above four

discretionary trusts are as follows:

—  Wei Chang Lu-Yun is the settlor of one of the above discretionary
trusts with Wei Chang Lu-Yun and Wei Ing Chou as discretionary

objects;

—  Lin Li-Mien is the settlor of one of the above discretionary trusts

with Lin Li-Mien and Wei Ying Chiao as discretionary objects;

—  Wei Hsu Hsiu-Mien is the settlor of one of the above discretionary
trusts with Wei Hsu Hsiu-Mien and Wei Yin-Chun as discretionary
objects; and

—  WeiTu Miao is the settlor of one of the above discretionary trusts

with Wei Tu Miao and Wei Yin-Heng as discretionary objects.

Wei Ing Chou holds 2,000,000 share options (which are exercisable for the
period from 21 March 2013 to 20 March 2018 at an exercise price of
HK$9.28 per Share) under the share option scheme of the Company
passed by an extraordinary general meeting of the Company held on 20
March 2008.
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At no time during the year ended 31 December 2008 were rights to
acquire benefits by means of the acquisition of shares in or debentures of
the Company granted to any directors or their respective spouse or
children under 18 years of age, or were any such rights exercised by
them; or was Company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights in or any

other body corporate.

Save as disclosed in this paragraph, as at 31 December 2008 none of the
Directors and Chief Executive had interests in any securities of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which are required (a) to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies relating to securities
transactions by directors to be notified to the Company and the Stock

Exchange.

Substantial Shareholders’ and Other Persons’
Interests in Shares

As at 3| December 2008, the interests or short positions of substantial
shareholders and otehr persons of the Company, in the shares and
underlying shares of the Company as recorded in the register required to
the kept under section 336 of the Securities and Futures Ordinance

("SFQO™), or as otherwise notified to the Company, were as follows:
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Name of shareholder

TR#T (R H7E1)
Ting Hsin (see note /)
MEBAT (AHE1)

Ho Te Investments Limited (see note )

EEERBRARA (A1)

Rich Cheer Holdings Limited (see note /)
Profit Surplus Holdings Limited (/2 & 1)

(see note [)

HSBC International Trustee Limited (&2 Hf &£ 1)

(see note [)

BEFR(EM 1)

Wei Yin-Chun (see note )

RET (RHET)

WeiYin-Heng (see note |)
RRRE (EHiE182)

Wei Chang Lu-Yun (see notes | & 2)

MEMR (ZHE1)

Lin Li-Mien (see note )

RirE® (AME)
Wei Hsu Hsiu-Mien (see note )

BAE (RRE1)
Wei Tu Miao (see note [)

SHRMKRAEH
Sanyo Foods Co., Ltd.

EHEHRE Directors Report

Long position in the Shares and the underlying Shares

&1
Capacity

ESHEAA

Beneficial owner

RENAER

Interest of controlled company

RENAER

Interest of controlled company

BREFXTA

Trustee of a unit trust

HEETXTA

Trustee of discretionary trusts

HBEETXAEA

Beneficiary of a discretionary trust

HBEETXAEA

Beneficiary of a discretionary trust

RIEETEE
AEARE#EA

Settlor and beneficiary of a
discretionary trust

RIEETEE
AEARE#EA

Settlor and beneficiary of a
discretionary trust

RIEETEE
AEARE#EA

Settlor and beneficiary of a
discretionary trust

RIEETEE
AEARE#EA

Settlor and beneficiary of a
discretionary trust

ESHEAA

Beneficial owner

BERHHE

Number of
shares held

2,044,827,866

2,044,827,866

2,044,827,866

2,044,827,866

2,044,827,866

2,044,827,866

2,044,827,866

2,060,069,866

2,044,827,866

2,044,827,866

2,044,827,866

1,854,827,866

HEBT
Bz
BOE%

% of the
issued share

capital

36.60

36.60

36.60

36.60

36.60

36.60

36.60

36.87

36.60

36.60

36.60

33.20
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Notes:

These 2,044,827,866 Shares are held by and registered under the name of
Ting Hsin. Ting Hsin is beneficially owned as to approximately 55.10% by
Ho Te Investments Limited (“Ho Te"), as to approximately 37.52% by Rich
Cheer Holdings Limited (“Rich Cheer”) and as to the remaining 7.38% by
unrelated third parties. Ho Te is owned as to 51% (in the form of ordinary
shares) by Profit Surplus Holdings Limited (“Profit Surplus”) and as to 49%
(in the form of non-voting preference shares) by Wei Ing-Chou, Wei Ying-
Chiao, Wei Yin-Chun and Wei Yin-Heng, respectively in equal proportions.
Rich Cheer is owned as to 51% (in the form of ordinary shares) by Profit
Surplus and as to 49% (in the form of non-voting preference shares) by
Wei Chang Lu-Yun (the spouse of Wei Ing Chou), Lin Li-Mien (the spouse
of Wei Ying Chiao), Wei Hsu Hsiu-Mien (the spouse of Wei Yin-Chun) and
Wei Tu Miao (the spouse of Wei Yin-Heng), respectively in equal
proportions. Profit Surplus is the trustee of a unit trust, which is in turn
held by four discretionary trusts in equal proportions. HSBC International
Trustee Limited is the trustee of each of the above four discretionary
trusts, the settlors and discretionary objects of the above four

discretionary trusts are as follows:

—  Wei Chang Lu-Yun is the settlor of one of the above discretionary
trusts with Wei Chang Lu-Yun and Wei Ing Chou as discretionary

objects;

—  Lin Li-Mien is the settlor of one of the above discretionary trusts

with Lin Li-Mien and Wei Ying Chiao as discretionary objects;

—  Wei Hsu Hsiu-Mien is the settlor of one of the above discretionary
trusts with Wei Hsu Hsiu-Mien and Wei Yin-Chun as discretionary

objects; and

—  WeiTu Miao is the settlor of one of the above discretionary trusts

with Wei Tu Miao and Wei Yin-Heng as discretionary objects.

Wei Ing Chou is also personally interested in 13,242,000 Shares and holds
2,000,000 share options (which are exercisable for the period from 21|
March 2013 to 20 March 2018 at an exercise price of HK$9.28 per Share)
under the share option scheme of the Company passed by an
extraordinary general meeting of the Company held on 20 March 2008.
Wei Chang Lu-Yun, being the spouse of Wei Ing Chou, is also deemed to
be interested in the Shares and the underlying Shares held by Wei Ing-
Chou.

o1



o2

B EitESN  RZEBENF+ZA=1+—H"
BEB(EHRBEED) E336HKETHEFHE
AT - BEEE A T HAARD BRHD
HARG 2 ERZIKXR ©

RSO R IR

BEARBMBNARENREESHMA - R
HEARFRER 2B EATES - ARRAIERE
FARAZHATE  #FTPRARAEETR
M2BRHRARFRE -

R AR Z M 2R

REEMBRBEZEREALRZI  ARAH
HNBRARASET L AR A EREHPERESR
& BB E A m ANF R FAERE R
RBEBZBEERH -

BIHE K

WERE W SR AERERALT2
BREAEERHER2EH -

EEEP KB

REEDHREAKREAARRFRAAHRER
ZHERRBREAIRANZ=T "

I

45 Directors’ Report

Apart from the above, no other interest or short position in the shares
or underlying shares of the Company were recorded in register required

to be kept under section 336 of the SFO as at 31 December 2008.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within
the knowledge of its Directors, as at the latest practicable date prior to
the printing of this report, the Company has maintained sufficient public
float of not less than 25% of the Company’s issued shares as required

under the Listing Rules.

Interests in Contracts

Except for the related party transactions as disclosed in the financial
statements, no other contracts of significance in relation to the
Company’s business to which the Company or its subsidiaries was a party
and in which a director had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were

entered into or existed during the year.

Major Customers and Suppliers

During the year, the Group purchased less than 30% of its goods and
services from its 5 largest suppliers and sold less than 30% of its goods

to its 5 largest customers.
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Connected Transactions

On 7 November 2008, the Company entered into the Agreement with
Wei Chuan (BVI) Co., Ltd. (“Wei Chuan (BVI)"), pursuant to which Wei
Chuan (BVI) has conditionally agreed to acquire from the Company the
entire equity interest in Hangzhou Wei Chuan Foods Co., Ltd.
(“Hangzhou Wei Chuan") at a consideration of RMB73.960 million
(approximately HK$83.993 million). Upon completion of the Disposal,
Hangzhou Wei Chuan ceased to be a subsidiary of the Company.

As at the date of the Agreement, Ting Hsin, a substantial Shareholder,
controlled the composition of a majority of the board of directors of the
holding company of Wei Chuan (BVI). Wei Chuan (BVI) was therefore an
associate of Ting Hsin and thus a connected person of the Company
under Chapter 14A of the Listing Rules. Accordingly, the Disposal
constituted a connected transaction of the Company under the Listing

Rules.

As the applicable percentage ratios (except profits ratio) as defined
under Rule 14.07 of the Listing Rules for the Agreement exceeded 0.1%
but were below 2.5%, the Disposal was subject to the reporting and
announcement requirements of Chapter 14A of the Listing Rules and
exempt from the requirements of independent Shareholders' approval
under Rules 14A.45 to |4A.47 of the Listing Rules. An annoucement was
made by the Company on 7 November 2008 in accordance with the

requirements of the Lisiting Rules.

On 23 November 2008, Al Beverage Holding Co., Ltd. ("AIB") (as
vendor), Ting Hsin (as purchaser) and [tochu Corporation entered into
the Agreement, pursuant to which AIB agreed to sell and Ting Hsin
agreed to purchase appropriately 9.999% interests in Tingyi-Asahi-ltochu
Beverages Holding Co., Ltd. at a consideration of US$$280,000,000
(approximately HK$2,184,000,000) conditional upon, among others, the
Independent Shareholders approving the grant of the Waivers by Master
Kong Beverages (BVI) Co,, Ltd. (“Master Kong Beverages"), a wholly-

owned subsidiary of the Company.
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EHEHRE Directors Report

The grant of the Waivers by Master Kong Beverages in favour of Ting
Hsin constituted a discloseable transaction of the Company under
Chapter 14 of the Listing Rules. Given Ting Hsin held an approximately
36.60% shareholding interest in the Company and hence a connected
person of the Company, the grant of the Waivers by Master Kong
Beverages in favour of Ting Hsin also constituted a connected transaction
of the Company under Rule 4A.13 of the Listing Rules. As the applicable
percentage ratios as defined in the Listing Rules exceeded 2.5%, the grant
of the Waivers by Master Kong Beverages in favour of Ting Hsin was
subject to the reporting, announcement and independent shareholders’
approval requirements under Rule [4A.48 of the Listing Rules.
Announcement was made by the Company on 24 November 2008. A
circular containing further details of the Waiver and the notice of the
Extraordinary General Meeting together with other information as
required under the Listing Rules were despatched to the shareholders on
|2 December 2008. The ordinary resolution approving the discloseable
and connected transaction in respect of the grant of Waivers was duly
passed at the Extraordinary General Meeting held on 30 December

2008.

The Group also carried on certain continuing connected transactions
under various agreements between the Group and connected persons of

the Company. Details of certain transactions are set out below:

On 2 January 2007, Hangzhou Tingjin Food Co., Ltd. and Master Kong
(Hangzhou) Beverage Co., Ltd, a 50.01% owned subsidiary of the
Company, entered into an agreement with Comely International Food
(Hangzhou) Co., Ltd. (*Comely"), which is wholly-owned by Mr Wei Yin-
Heng, the brother of the directors Wei Ing-Chou and Wei Ying-Chiao, to
engage Comely as a sub-contractor for the manufacture and package of
beverages for the period from | January 2007 to 31 December 2009. A
newspaper announcement setting out the details of this transaction was
made on 3 January 2007 and the transaction was reviewed and approved
by the Company’s directors (including independent non-executive
directors) on 29 December 2006. The terms of the agreement are similar
to those set out in the agreement entered into on 31 December 2003

and announced by the Company on 5 January 2004.
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The Directors (including the Independent Non-Executive Directors), have
reviewed and confirmed that the above continuing connected

transactions have been entered into by the Group:
(@) in the ordinary and usual course of business of the Group;

(b) either on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Group than
terms available to or from (as appropriate) independent third

parties; and

(c) in accordance with the relevant agreement governing them on
terms that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

The Auditor of the Company have also reviewed these transactions and

confirmed to the Board that:

(@) they have been approved by the Board of the Company;

(b) they are in accordance with the pricing policies of the Group (if
the transactions involve provision of goods or services by the

Group);

(c) they have been entered into in accordance with the relevant

agreement governing the transactions; and

(d) they have not exceeded the cap disclosed in previous

announcements.
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Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company's
Articles of Association although there are no restrictions against such

rights under the laws in the Cayman Islands.

Auditor

A resolution will be submitted to the annual general meeting of the

Company to re-appoint Mazars CPA Limited as auditor of the Company.

By order of the Board
Wei Ing-Chou

Chairman

Tianjin, the PRC, 2| April 2009





