BEHTHRE Directors Report

EXgRARUBRRRZERERAKERE
“EELET A=t BUFEZREREK
E o

ARBZTEXBAREER - AT EMBL
AEEZ T EXRBEN KRB MEST -

ARBZIEXBRETERERKHENE

RIBEME D 2 AR E NS MR EE ST
ZAMHEMT

The directors submit their report together with the audited financial

statements of the Group for the year ended 31 December 2007.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries are set out in note 37 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 revenue and profit attributable to equity

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

PR 3R PB4 3 R
Profit

i 2 attributable to

Revenue equity holders
2007 2006 2007 2006
FET TET FET T
Us$’000 Us$000 Us$°000 Us$'000
HEmE Instant noodles 1,488,086 1,051,915 94,167 74,399
A Beverages 1,519,194 1,093,354 89,152 67,269
K 8 Bakery 109,660 97,163 4,221 4,079
HAth Others 98,464 89,301 7,297 3,178
At Total 3,215,404 2,331,733 194,837 148,925
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BEHEF WA Directors Report

Results and Appropriations

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

income statement on page 55.

The directors recommend the payment of a special dividend and a final
dividend of US 1.07 cents and US 1.62 cents per ordinary share, totalling
US$59.799 million and US$90.537 million respectively. Special dividend
was paid on 14 March 2008.

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

There were no other 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. 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 executive director, Mr.Wei Ing-Chou.
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BATIE 3 Bank Loans

AEBERITERZFBEHNEREMT26 - Details of bank loans of the Group are set out in note 26 to the financial

statements.

i $ Directors

AEERARBEAREERBPILZ2ARAE The directors of the Company during the year and up to the date of this

Y report are as follows:

HITEF Executive Directors

BEM %A Mr.Wei Ing-Chou

HHEREE Mr. Takeshi Ida

BERRE Mr. Ryo Yoshizawa

REBEE Mr.Wu Chung-Yi

REXLE Mr.Wei Ying-Chiao

FEMg—BEE Mr. Junichiro Ida

BIHNTEE Independent Non-executive Directors

"EREE Mr. Hsu Shin-Chun

FREELE Mr. Lee Tiong-Hock

INIFIR S Mr. Kazuo Ogawa
(RZZZN\EWMA—BEE) (resigned on | April 2008)

FRERESE Mr. Michio Kuwahara
(R=ZBZN\FHR—HEZF) (appointed on | April 2008)
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BEHEF WA Directors Report

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 has been 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 will retire and,
being eligible, offer himself for re-election as a director of the Company
at the annual general meeting to be held on 2 June 2008. In accordance
with Article 99 of the Company’s Articles of Association, Mr. Takeshi Ida,
Mr. Lee Tiong-Hock and Mr. Wei Ying-Chiao 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 |6 to 21,
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Interests of Directors and Chief Executive in Shares

As at 31 December 2007, 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 to be notified

to the Company and the Stock Exchange were as follows:

Long position in shares

EBER#E
Number of ordinary shares
(PN £ EERER
Personal Corporate
Name of directors interests interests
(ff3t)
(Note)
Wei Ing-Chou 13,242,000 2,044,827,866
Wei Ying-Chiao — 2,044,827.866

Note: These shares are held by and registered under the name of Ting Hsin
(Cayman Islands) Holding Corp. (“Ting Hsin”). Ting Hsin is beneficially
owned as to approximately 55.10% by Ho Te Investments Limited, as to
approximately 32.52% by Rich Cheer Holdings Limited (“Rich Cheer”) and
as to the remaining 12.38% by unrelated third parties. Ho Te Investments
Limited is beneficially owned as to 25% by Wei Ing-Chou, 25% by Wei Ying-
Chiao, and the remaining 50% is owned by Wei Yin-Chun and Wei Yin-
Heng (brothers of the above two directors) in equal proportion. Rich
Cheer is beneficially owned by the spouses of Wei Ing-Chou, Wei Ying-
Chiao, Wei Yin-Chun and WeiYin-Heng in equal shares.
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BEHREHRE Directors Report

At no time during the year ended 31 December 2007 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 |8 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 2007, 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.
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Substantial Shareholders

So far as was known to any Director or Chief Executive of the Company,
as at 31 December 2007, the persons or companies (not being a
Director or Chief Executive of the Company) who had interests or short
positions in the share or the underlying shares which would fall to be
disclosed under Divisions 2 and 3 of Part XV of the SFO or who were
directly or indirectly deemed to be interested in 5% or more of the
nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any number of the Group were as

follows:

Long positions in shares

R EE IR R

Number of Shareholder’s

Name of shareholder shares interests
Ting Hsin (Cayman Islands)

Holding Corp. 2,044,827,866 36.5886%

Sanyo Foods Co., Ltd. 1,854,827,866 33.1889%

Save as disclosed above, as at 31 December 2007, the Directors were
not aware of any other person who had an interest or short position in
the shares or underlying shares which would fall to be disclosed under
Divisions 2 and 3 of Part XV of the SFO, or who was interested in 5% or
more of the nominal value of any class of share capital, or options in
respect of such capital, carrying rights to vote in all circumstances at

general meetings of the Company.
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BEHEF WA Directors Report

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 vear, 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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Continuing Connected Transactions

The Group 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.

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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BEHEF WA Directors Report

The Auditors 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.

Auditors

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

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

By order of the Board
Wei Ing-Chou

Chairman

Tianjin, the PRC, 21 April 2008
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