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The directors submit their report together with the audited financial
statements of the Group for the year ended 31 December 2009.

Principal Activities

The principal activity of the Company is investment holding. The
principal activities of the subsidiaries are set out in note 40 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:

B ERELER
Profit

3 A B U 2 attributable to

Turnover and revenue equity holders
2009 2008 2009 2008
FET FETT FET FETT
US$°000 US$°000 US$°000 US$°000
paRi il Instant noodles 2,307,513 2,084,830 253,114 151,876
£ Beverages 2,541,962 1,924,119 114,009 99,316
K5 8 Bakery 155,232 149,922 7,034 5,901
Hith Others 76,406 113,182 9,050 3,311
=) Total 5,081,113 4,272,053 383,207 260,404
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The results of the Group for the year are set out in the consolidated
income statement on page 52.

The directors recommend the payment of a final dividend of US3.43
cents per ordinary share, totalling US$191.627 million respectively.
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Reserves

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

in statement of changes in equity on page 58.

Property, Plant and Equipment

Details of the movements in property, plant and equipment are set

out in note 15 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.

Taiwan Depositary Receipts

One of the Company’s major shareholders, Ting Hsin (Cayman
Islands) Holding Corp., transfered 190 million ordinary shares to the
depositary bank for the issuance and offering of 380 million units
of Taiwan depositary receipts (“TDR”) in Taiwan. The TDRs have
been listed on the Taiwan Stock Exchange Corporation on 16
December 2009 and trading of the TDRs has commenced on the
Taiwan Stock Exchange Corporation on the same day.

Purchase, Sale or Redemption of Shares

There were no purchases, sales or redemptions of the Company’s
shares by the Company or any of its subsidiaries during the year.

Share Option Scheme

At the extraordinary general meeting held on 20 March 2008, the
shareholders approved the adoption of the Share Option Scheme.
Detail arrangement for the share option scheme shown as below:
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RHRE TEE BEMNERRE

Number of (&) Number of

A share options 1THEH Exercise share granted
Date of grant granted Validity period price (HK$) to Wei Ing-Chou
2008 3H20H I'1,760,000 2013 3A21HE2018F3H20H $9.28 2,000,000

20 March 2008
20094 A22H 26,688,000
22 April 2009
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21 March 2013 to 20 March 2018
2014548 23H £2019F4H22H $9.38 2,816,000
23 April 2014 to 22 April 2019

Bank Loans

Details of bank loans of the Group are set out in note 29 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. Michio Kuwahara

At the annual general meeting to be held on 9 June 2010, in
accordance with Article 99 of the Company’s Articles of
Association, Mr. Takeshi lo, Mr. Wei Ying-Chiao, Mr. Lee Tiong-Hock
and Mr. Michio Kuwahara 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.
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Biographical Details of Directors and Senior

Management

Brief biographical details of Directors and senior management are
set out on pages 12 to 15.

Interests of Directors and Chief Executive in Shares

As at 31 December 2009, 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:

RROREBRONRE Long position in the shares and the underlying Shares
RIEBERE
FERE
KRG E RO E
Number of Shares Number of
(PN £ EE RS underlying
Personal Corporate Shares held
ExpnR Name of Directors interests interests under options
(Htat1) (HtiE2)
(see note 1) (see note 2)
B E N Wei Ing-Chou 13,242,000 1,854,827,866 4,816,000
HER Wei Ying-Chiao — 1,854,827,866 —
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BeiBROZER Long position in shares of associated corporation
REEEE 2
HREA EEME
Number of (KtaE3)
shares of Nature of
EEHE BELE BB the associated interest
Name of Directors Name of associated Corporation corporation (Note 3)
B rE M FREDE R m iR B R QA 1,0000% EE
Wei Ing-Chou Tingyi-Asahi Beverages Holding Co. Ltd. 1,000 shares Corporate
(previously known as
“Tingyi-Asahi-ltochu Beverages Holding Co. Ltd.")
BER ERAME R mIERER A A 1,000/% 7Nl
Wei Ying-Chiao Tingyi-Asahi Beverages Holding Co. Ltd. 1,000 shares Corporate
(previously known as
“Tingyi-Asahi-ltochu Beverages Holding Co. Ltd.")
Biat Note:

1.

% %1,854,827,866M R R TR ¥ 5 A
RAEREZR  HIBMERR ([
®])ESEALNAT.02%  BEEER
BRAR ([E4]) FE#32.26%, 75k
BRAERASHERBLE=%2FH
20%RBYFE=EREEHBRN0.72% °
A1 12 J5 B Profit Surplus Holdings
Limited([ Profit Surplus]) (JA & i AR
H)EEL1%REEREN - REZ - 3R
JEFE REEIT AEREEEERER)
EERBESLOIEEION -  BiERH
Profit Surplus (LA E B ) #H51%
REARKREE (BREMER) - MER
(BREXEM) : BT HE (BREFZRRB)
MzE (RETER) UAEREEE
ERER) ZFBRBEEREERE49% °
Profit Surplus @ B {S7EMZFEA M
F 7 (= 7F Bl f1 7 {E B9 15 15 5 12 48 5 tE A
¥ A - HSBC International Trustee

1.

These 1,854,827,866 Shares are held by and registered under
the name of Ting Hsin. Ting Hsin is beneficially owned as to
approximately 47.02% by Ho Te Investments Limited (“Ho Te"),
as to approximately 32.26% by Rich Cheer Holdings Limited
(“Rich Cheer”), as to 20% by Itochu Corporation, an
independent third party and as to the remaining 0.72% 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
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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

— Wei Tu 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 4,816,000 share options (2,000,000 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 and
2,816,000 share options are exercisable for the period from
23 April 2014 to 22 April 2019 at an exercise price of
HK$9.38 per share) under the share option scheme of the
Company passed by an extraordinary general meeting of the
Company held on 20 March 2008.

These 1,000 shares are held by and registered under the name
of Ting Hsin. Please refer to note 1 for the shareholding
structure of Ting Hsin.
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Save as disclosed above, at no time during the year ended 31
December 2009 there 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 2009, none of
the Directors and Chief Executive Officer 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.
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™ recorded in the register required to the kept under section 336 of

Substantial Shareholders and Other Persons’ Interests
in Shares

So far as was known to any Director or Chief Executive Officer of
the Company, as at 31 December 2009, the interests or short
positions of substantial shareholders and other persons of the
Company, in the shares and underlying shares of the Company as

the SFO, or as otherwise notified to the Company, were as follows:

RROREBRONRR Long position in the Shares and the underlying Shares
HEBRITRE
ZBEDH%
BEROEE % of the
[ EE L) Number of issued share
Name of shareholder Capacity shares held capital
TE3T (RHf1) ESEAA 1,854,827 866 3320
Ting Hsin (see note 1) Beneficial owner
MERE (M) REARER 1,854,827,866 33.20
Ho Te Investments Limited (see note 1) Interest of controlled company
LirREBRAR (ZHF1) REDAER 1,854,827,866 33.20
Rich Cheer Holdings Limited (see note 1) Interest of controlled company
Profit Surplus Holdings Limited (2 fi75#1) BREFAXTA 1,854,827,866 3320
Profit Surplus Holdings Limited (see note 1) Trustee of a unit trust
HSBC International Trustee Limited (2 f7it1)  BIEREEITEA 1,854,827 866 3320
HSBC International Trustee Limited (see note 1) Trustee of discretionary trusts
WER (1) BEEEX@AA 1,854,827,866 3320
Wei Yin-Chun (see note 1) Beneficiary of a discretionary trust
WETT (RA) BEEEXEA 1,854,827 866 3320
Wei Yin-Heng (see note 1) Beneficiary of a discretionary trust
RR&E (BMF1R2) BEETEEREARRGEA BEER 1,872,885,866 3352
Wei Chang Lu-Yun (see notes 1 & 2) Settlor and beneficiary of a
discretionary trust/Interest of spouse
WER (1) HEETEEXEARRRA /RERER 1,854,827,866 3320
Lin Li-Mien (see note 1) Settlor and beneficiary of a
discretionary trust/Interest of spouse
WA (A1) HEETEEREARRRA/REER 1,854,827 866 3320
Wei Hsu Hsiu-Mien (see note 1) Settlor and beneficiary of a
discretionary trust/Interest of spouse
WaE (BRE1) BEEAEEREARRGA /REER 1,854,827,866 3320
Wei Tu Miao (see note 1) Settlor and beneficiary of a
discretionary trust/Interest of spouse
ZHRmKA g’ ERBEAA 1,854,827,866 3320

Sanyo Foods Co., Ltd.

Beneficial owner
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Notes:

1.

These 1,854,827,866 Shares are held by and registered under
the name of Ting Hsin. Ting Hsin is beneficially owned as to
approximately 47.02% by Ho Te Investments Limited (“Ho
Te"), as to approximately 32.26% by Rich Cheer Holdings
Limited (“Rich Cheer”), as to 20% by Itochu Corporation, an
independent third party and as to the remaining 0.72% 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,
proportions. Rich Cheer is owned as to 51% (in the form of

respectively in equal

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

— Wei Tu Miao is the settlor of one of the above
discretionary trusts with Wei Tu Miao and Wei Yin-Heng
as discretionary objects.
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2. Wei Ing-Chou is also personally interested in 13,242,000
Shares and holds 4,816,000 share options (2,000,000 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,
2,816,000 share options are exercisable for the period from
23 April 2014 to 22 April 2019 at an exercise price of
HK$9.38 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.

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 20009.

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.
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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.

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) had 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 14A.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. The
disposal was completed in July 2009.
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On 23 November 2008, Al Beverage Holding Co., Ltd. (“AIB"”) (as
vendor), Ting Hsin (as purchaser) and Itochu 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.

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
14A.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 14A.48 of the
Listing Rules. An 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 12 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
transaction was completed in May 2009.
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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, Mr. Wei Ing-Chou
and Mr. Wei Ying-Chiao, to engage Comely as a sub-contractor for
the manufacture and package of beverages for the period from 1
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.

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.
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The Auditor of the Company have also reviewed these transactions
and confirmed to the Board that:

(a) 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.

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, 22 March 2010
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