Report of the Directors

EEEHE

The directors of the Company (“Directors”) present their report and the

audited accounts for the year ended 31 December 2003.

Group Reorganisation

The Company was incorporated in the Cayman Islands on 3 September
2002 as an exempted company with limited liability under the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised)

of the Cayman Islands.

Pursuant to a group reorganisation to rationalise the structure of the
Company and its subsidiaries (“Group”) in preparation for the listing of
the Company’s shares on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”), the Company became the
holding company of the companies now comprising the Group on 26
December 2002. Details of the group reorganisation are set out in the

Company's prospectus dated 17 June 2003 (“Prospectus”).

The shares of the Company have been listed on the Stock Exchange

since 27 June 2003.

Principal Activities
The Company acts as an investment holding company. The principal

activities of its subsidiaries are set out in Note 30 to the accounts.

There have been no significant changes in the nature of these activities

during the year under review.

Results and Appropriations
The results of the Group for the year ended 31 December 2003 are set

out in the consolidated profit and loss account on page 58.

An interim dividend of 0.321 US cent (2.504 HK cents) per share was
declared and paid to the shareholders during the year under review.
The directors recommend the declaration and payment of a final
dividend of 0.555 US cent (4.329 HK cents) per share for the year ended
31 December 2003. Subject to shareholders’ approval at the
forthcoming annual general meeting of the Company, the final dividend
will be paid in cash on or about 1 June 2004 to the shareholders whose
names appear on the register of members of the Company on 17 May
2004.
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Share capital
Details of the movements in the share capital of the Company are set

out in Note 22 to the accounts.

On 27 June 2003, 466,000,000 shares were issued and allotted in

connection with the following transactions:

(i) 307,416,000 shares of US$0.01 each were issued to the public at a
premium of approximately US$0.1041 each for cash totalling
US$35,077,000. The excess of the issue price over the par value of
the shares were credited to the share premium account of the

Company.

(i) 158,584,000 shares of US$0.01 each were issued, allotted at par
and credited as fully paid by way of the capitalisation of a sum of
US$1,585,840 out of the credit of the share premium account of

the Company.

On 14 July 2003, 55,472,000 ordinary shares of US$0.01 each were
allotted and issued at a premium of approximately US$0.1041 each for
cash totalling US$6,329,000 to certain investors pursuant to the exercise
of the over-allotment option granted to the underwriters in relation to
the above-mentioned placement in full by DBS Asia Capital Limited on
behalf of the underwriters. The excess of the issue price over the par
value of the shares was credited to the share premium account of the

Company.

Distributable reserves

As at 31 December 2003, the Company’s share premium reserve of
approximately US$193,054,000 (subject to Section 34 of the Cayman
Companies Law and the article of association of the Company) and
retained earnings of approximately US$14,915,000 were available for

distribution to the Company's shareholders.
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Purchase, Sale or Redemption of securities
During the period from 27 June 2003, the date of listing of the
Company’s shares, to 31 December 2003 (the “Listing Period’), the

Company has not redeemed any of the Company’s shares.

During the Listing Period, neither the Company nor any of its

subsidiaries has purchased or sold any of the Company'’s shares.

Reserves
Movements in the reserves of the Group and of the Company during

the year are set out in Note 23 to the accounts.

Fixed assets
Details of movements in the Group's fixed assets during the year are

set out in Note 13 to the accounts.

Major customers and suppliers

During the year, the five largest customers of the Group accounted for
approximately 46% of the Group’s consolidated turnover. In addition,
the five largest suppliers of the Group accounted for approximately
53% of the Group's consolidated purchases for the year. Sales to the
Group's largest customer and purchases from the Group's largest
supplier accounted for less than 19% and 25% of the Group's

consolidated sales and consolidated purchases respectively.
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Directors
The Directors during the year under review and up to the date of this

report are:

Executive Directors
Yang, Tou-Hsiung
Yang, Cheng

Yang, Kun-Hsiang
Yang, Chen-Wen
Wang, Joel J.

Non-executive Directors
Huang, Ching-Jung

Lam, Tuan

Independent Non-executive Directors
Chao, Pei-Hong
Chuang, Shu-Fen

According to Article 87(1) of the Company’s articles of association, Mr.
Yang, Kun-Hsiang and Mr. Yang, Cheng retire by rotation and being

eligible, offer themselves for re-election.
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Directors’ Interests and Short Positions in Shares,

Underlying Shares and Debentures

As at 31 December 2003, the interests and short positions of the
Directors and chief executive of the Company in the Shares, underlying
shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the "SFO")) as recorded in the register maintained 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 for
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Securities Transactions by Directors of Listed Companies were as follows: HRRBWAT ¢

Number of Shares
in which interested

(other than under

Interests in Shares
RGP 2R

Number of

Shares in which
interested under
physically settled

equity derivatives Percentage of

equity derivatives) FEBEYWHEERK Total number issued Shares

Name REEZZROEE TTETEHES of Shares HERITRG

®A (RAFTET AR EEZBROEE B 4 4 & BAH

Mr. YANG, Tou-Hsiung 424,325,488 4,500,000 428,825,488 28.37%
SR E (Note 1) (Note 3)
(MFsE1) (P 5E3)

Mr. YANG, Chen-Wen 424,325,488 4,500,000 428,825,488 28.37%
BRXEE (Note 2) (Note 3)
(P &£ 2) GEE)

Mr. YANG, Cheng - 4,500,000 4,500,000 0.30%
BIELE (Note 3)
(Mf5E3)
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Number of Shares
in which interested

(other than under

Interests in Shares
RGP 2R

Number of
Shares in which
interested under
physically settled

equity derivatives

Percentage of

equity derivatives) FEBEYWHEERK Total number issued Shares

Name REEZZROEE TETHES of Shares HERITRG

®A (RAFTET AR ERZBROEE B 4 4 & BAH

Mr. YANG, Kun-Hsiang - 4,500,000 4,500,000 0.30%
G E (Note 3)
(Mf5E3)

Mr. WANG, Joel J. - 4,500,000 4,500,000 0.30%
TERLE (Note 3)
(MF5E3)

Mr. HUANG, Ching-Jung - 500,000 500,000 0.03%
ESHRNE (Note 3)
(Mf5E3)

Mr. LAM, Tuan - 500,000 500,000 0.03%
W& L E (Note 3)
(Mf5E3)

Mr. CHAOQ, Pei-Hong - 500,000 500,000 0.03%
HWEREE (Note 3)
(MF5E3)

Ms. CHUANG Shu-Fen - 500,000 500,000 0.03%
HRF T+t (Note 3)
(Mf5E3)
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Notes:

1. Mr. YANG, Tou-Hsiung's interest in Shares are held in the following

1.

B SE A AT I B A B

capacities:

Number of

Shares through

physically settled
Number equity derivatives ****

Capacity of Shares ERBYWHEHEREITE
54 RO EE ITARBZRHOEE
Beneficial owner BEREAEA - 4,500,000 ***

Interest of company controlled by him RIGEBELEESI 2 AR HEERELZR 82,897,246 ¢ -

Others Hity 341,428,242 ** -

* Mr. YANG, Tou-Hsiung is entitled to exercise or control the exercise of
more than one-third of the voting power of King International Limited
("King International”) and King International is the holder of such
82,897,246 Shares.

** Mr. YANG, Tou-Hsiung is entitled to exercise or control the exercise of
more than one-third of the voting power of King International, which
is the holder of 40 per cent. of all the issued and outstanding units in
the Royal Trust and is taken to be interested in the 341,428,242 Shares
in which DBS Trustee Limited as trustee of the Royal Trust is interested.
These 341,428,242 Shares include 62,172,933 Shares held by each of
Concord Worldwide Holdings Ltd. (“Concord Worldwide") and High
Capital Investments Limited (“High Capital”) pursuant to section 317
of the SFO and 217,082,376 Shares held by DBS Trustee Limited as
trustee of the Royal Trust.

***  Mr. YANG, Tou-Hsiung is interested in 4,500,000 Shares pursuant to
the options granted to him on 13 June 2003 under the Pre-IPO Share
Option Scheme. The exercise price under the options is HK$0.801 and
the exercise period is 13 June 2004 to 12 June 2008.

***¥ These derivatives are unlisted.

2. Mr. YANG, Chen-Wen's interest in Shares are held in the following capacities:

2.

* I BRI S A B RE AT 48 Sk IE I 1T B2 King
International Limited ([ King Internationall )
BiE =z - WMEEE - M Kng
International %% ¥5 7 3% #t 82,897,246 % I% 17
ZEBA -

15 BE I S A B R AT {6 Bk I ) 1T 6 King
International BB =52 —HIREHE - M
King International /% ¥5 4 Royal Trust® #8 B
BOIRMATEEME06OBFBA - 5
SE I 5t 4 R 448 A& ¥ B Royal Trust 5 1B H
& # A DBS Trustees Limited 5 & #% #t
341,428,242 BB W EE - K E
341,428,242 {% B& 17 B & Concord Worldwide
Holdings Ltd. ([ Concord Worldwidel) % High
Capital Investments Limited ([ High Capitall )
ZERBEEFRPEGREEIEFEELZ
62,172,933 B% B 19 R DBS Trustee Limited 1k
B Royal Trust 58 A5 H #)217,082,376 IR
B o

ok IS SEIE R AR IR B R AR S AR AT I A AT
R -ZZEE=FX A+t ERNBERE
A 4,500,000 AR D K 2 o ZEHERE
MITEE 0801 Bt (TEHBE=ZZTZTN
FRA+=Z=BE2=ZTT/\FA+=H
JJ:o

oo ZETHET R AIELM -
HBRXEEUNTI SO EERN EE -
Number of

Shares through
physically settled

Number of equity derivatives ****
Capacity Shares EBBYREERSITE
51 B EE ITARBZRBEE
Beneficial owner EmEAE A - 4,500,000 ***
Interest of company controlled by him MR e EES 2 RAIHE R 62,172,933 * -

Others Hity

362,152,555 ** -
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* Mr. YANG, Chen-Wen is entitled to exercise or control the exercise of
one-third of the voting power of High Capital and High Capital is the
holder of such 62,172,933 Shares.

** Mr. YANG, Chen-Wen is entitled to exercise or control the exercise of
one-third of the voting power of High Capital, which is the holder of
30 per cent. of all the issued and outstanding units in the Royal Trust
and is taken to be interested in the 362,152,555 Shares in which DBS
Trustee Limited as trustee of the Royal Trust is interested. These
362,152,555 Shares include 62,172,933 Shares held by Concord
Worldwide, 82,897,246 Shares held by King International pursuant to
section 317 of the SFO and 217,082,396 Shares held by DBS Trustee
Limited as trustee of the Royal Trust.

*** Mr. YANG, Chen-Wen is interested in 4,500,000 Shares pursuant to
the options granted to him on 13 June 2003 under the Pre-IPO Share
Option Scheme. The exercise price under the options is HK$0.801 and
the exercise period is 13 June 2004 to 12 June 2008.

**** These derivatives are unlisted.

3. Various interests of the Directors and chief executive pursuant to physically
settled equity derivatives are through share options granted pursuant to
the Pre-IPO Share Option Scheme. Details are shown on pages 45 to 47.

Save as disclosed above, as at 31 December 2003, none of the Directors
and chief executive of the Company nor their respective associates
had any interest or short position in the Shares, underlying shares and
debentures of the Company or any of its associated corporations (within

the meaning of Part XV of the SFO).

Share Option Schemes

On 13 June 2003, the Pre-IPO Share Option Scheme and the Post-IPO
Share Option Scheme were approved by shareholders under which the
Directors may, at their discretion, offer any employee (including any
executive director) of the Group, options to subscribe for shares in the
Company subject to the terms and conditions stipulated in the two

schemes.

Options to subscribe for 29,770,000 Shares had been granted to the
Directors and employees of the Group on 13 June 2003 under the Pre-
IPO Share Option Scheme. No further options can be, or have been,
issued under the Pre-IPO Share Option Scheme from 27 June 2003, the
date of listing of the Shares on the Stock Exchange.
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Details of the share options outstanding as at 31 December 2003 which LATEREBEERAARERAERESSIMES
have been granted to the Directors and 24 employees of the Group RAEEMZREERLY MR _TZT=F1+=
under the Pre-IPO Share Option Scheme are as follows: A=+T—BRHRTEZERESFS :

Number of options

BREHE
held as at
31 December
granted exercised 2003
Directors/ during  duringthe R=ZEE=F exercise
Employees the period period +=A price  date of grant exercise period
Bz g8 HRRH HATHE =+—-B8F THEE REBEH TEH
Mr. YANG, Tou-Hsiung 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
1R & 0801B7L —ZTE=F 12 June 2008
~AT=H —ZEZNFRNAT=HAZE
ZEZNFRATZH
Mr. YANG, Chen-Wen 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
BRXEE 0801 —ZTE=F 2 June 2008
~NAT=H ZETMERATZHZE
—EENFXRAZH
Mr. YANG, Cheng 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
BIELAE 0801B7L —ZTT=F 12 June 2008
~AT=H —ZEZNFANAT=HAZE
ZEZNFRATZH
Mr. YANG, Kun-Hsiang 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
Bt 08017 —ZTE=F 12 June 2008

NAT=H “EEMERAT=ZAE
—EENFRA+TZH
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Number of options

BREHE
held as at
31 December
granted exercised 2003
Directors/ during  duringthe R=ZEE=F exercise
Employees the period period +=A price  date of grant exercise period
Bz EE HRRH BrfiE = +—AEF THEE REBEH TEH
Mr. WANG, Joel J. 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
TERELE 08018 T ZET=F 12 June 2008
~AT=H —ZZNFRNAT=HAZE
ZEZNFRATZH
Mr. HUANG, Ching-Jung 500,000 - 500,000 HKS0.801T 13 June 2003 13 June 2004 to
BERREE 08017 —ZTE=F 12 June 2008
~NAT=H ZETMERATZHZE
—EENFAA+ZH
Mr. LAM, Tuan 500,000 - 500,000 HKS0.801 13 June 2003 13 June 2004 to
M £ & 0801B7L —ZTET=F 12 June 2008
~AT=H —ZEZNFERNAT=HAZE
ZEZNFRATZH
Mr. CHAO, Pei-Hong 500,000 - 500,000 HKS0.801 13 June 2003 13 June 2004 to
B R S 0801BTT Z—ZET=F 12 June 2008
~NAT=H ZETMERATZHZE
—EENFAA+ZH
Ms. CHUANG, Shu-Fen 500,000 - 500,000 HKS0.801 13 June 2003 13 June 2004 to
ERFLL 0801B7L —ZET=F 12 June 2008
~AT=H —ZEZNFRNAT=HAZE
ZEZNFRATZH
24 employees 5,270,000 - 5270,000  HK$0.801 13 June 2003 13 June 2004 to
MRHESR 0801 ZEE=F 12 June 2008

NAT=H “ETEMERAT=ZAZE
—EENFRA+TZH

UKPHEDRS (28%) AIRAR] 2003 5% 4/
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Directors’ service contracts

The Company entered into separate service agreements (“Service
Agreements”) with each of the directors of the Company for an initial
period of three year. Such Service Agreements may continue thereafter
unless terminated by not less than three months’ notice in writing
served by either party following the expiration of the end of the initial
term or at any time thereafter.

Apart from the foregoing, no director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not determinable by the Company within one year
without payment, other than statutory compensation.

Directors’ interests in contracts

Except for the service contracts detailed above, no director had a
material interest in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a party
during the year.

Connected Transactions

For the period from 27 June 2003 to 31 December 2003, the Company
and its subsidiaries entered into the following transactions with Vedan
Enterprise Corporation (“Taiwan Vedan”), its subsidiaries and its related
companies, which constituted connected transactions as defined in
the Listing Rules and related party transactions under the Hong Kong
Statement of Standard Accounting Practice No. 20 “Related Party
Disclosures”:

(a)

EERBEN
ARREXEEE D BIRI RS HaE ([R5 1
@) MERB=F - ZERBHHERRE
BREM B2EA—HENSERHEREZ K
HEBERHEH TR =ZEABAMEL -

BEdEN  ERERRBFAGLHRER
EZUEBAARRBRILARBE - FATER
8 CRERRERRIN) B AR HUE 2 RS =% -

EEERZENER
BEXFFR AN AREEERFEL
PSR R H AP A B 2 B AT S T A 4
BEBEEAREZANRHAMS -

BEXS

AT =-F A ++tHEZZTZT=F+=
A=1+—BH/H  AAaREMEQE 8K
TEBROBERAA([AEKA]) - KB AR
LMEBEAREITTIRS  MZEXHBER
EHRAFMATZBERS - TBREBE:
BEFERIE205 [BEALTHBZEIMRT2HE
ALERS -

Us$'000
FTER
Sale of goods to RNFIARHEE R
- Vedan Enterprise Corporation - R ERNDBERRAF
("Taiwan Vedan”) ([BEW®MN]) 1,313
- Shanghai Vedan Foods Company - EERARBBAERRAF
Limited 2,690
Commission income received & ER I 2 B IlA
from Taiwan Vedan 103
Technology transfer fee and trademark EEN RS
license fee paid to Tung Hai ERARREEKST
Fermentation Industrial Co. Ltd. TRNBRMERER
and Taiwan Vedan EEEEE 862

Details of the underlying agreements governing the above

transactions are set out in the Prospectus.
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The Company has been granted conditional waivers by The Stock
Exchange of Hong Kong Limited from strict compliance with the
Listing Rules in respect of the connected transactions
abovementioned.

The directors, including the independent non-executive directors,
of the Company have reviewed the abovementioned connected
transactions and confirmed that:

(a) the connected transactions were:

(i) entered into in the ordinary and usual course of business;

(i) conducted on normal commercial terms; which were no
less favourable than those available to or from
independent third parties; and

(iii) fair and reasonable so far as the shareholders are
concerned;

(b) the aggregate amount of sales to Taiwan Vedan did not
exceed the cap amount of US$10 million for the financial year
ended 31 December 2003.

(c) the aggregate amount for each type of the abovementioned
transactions (except for sales to Taiwan Vedan) has not
exceeded the higher of HK$10,000,000 or 3% of the net
tangible asset value of the Group as at 31 December 2002.

The Sugar Transaction

The Group and Taiwan Vedan entered into an agreement on 14
November 2003 in respect of the Sugar Transaction for a period of
7 months. Pursuant to the Sugar Transaction, the Group took part
in the bidding of sugar importation quota in Taiwan on 21
November 2003 and upon obtaining successful bid, agreed to
transfer and quota of 10,262 metric tones awarded to it to Taiwan
Vedan before 15 May 2004. Taiwan Vedan agreed to pay to the
Group an amount equal to the bidding price of NT$34,716,346
(equivalent to approximately US$1,000,182) plus commission
(including tax) and interest expenses incurred by the Group
amounting to NT$2,712,214 (equivalent to approximately
US$78,139). The aggregate consideration of the Sugar Transaction
is approximately NT$37,428,560 (equivalent to approximately
US$1,130,772). The commission has been determined in
accordance with the normal market rate (approximately 1.5% to
the bidding price) in Taiwan charged by other bidders in similar
bidding transactions.
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The consideration and the terms and conditions of the Sugar
Transaction have been determined as a result of arm'’s length
negotiations between the parties by reference to normal business
transactions of similar type in Taiwan and were considered by the
Directors (including the independent non-executive Directors) to
be on normal commercial terms and fair and reasonable so far as

the shareholders of the Company are concerned.

The Spare Parts Transaction

Pursuant to the Spare Parts Transaction, Taiwan Vedan agreed to
sell and the Company agreed to purchase certain Spare Parts
during the period from 1 July 2003 to 31 October 2003. The price
payable by the Company in cash to Taiwan Vedan for the Spare
Parts equal to the purchase price and transportation, insurance
and other expenses for such Spare Parts paid by Taiwan Vedan to
third party suppliers. The aggregate consideration of the Spare
Parts Transaction for the period from 1 July 2003 to 31 October
2003 is approximately US$427,150.

There was no umbrella agreement entered into between Vietnam
Vedan and Taiwan Vedan in respect of all the purchases of Spare
Parts during the period from 1 July 2003 to 31 October 2003.
However, a simple sales contract with standard terms was entered
into between the Company and Taiwan Vedan for every purchase

made by Vietnam Vedan.

The consideration and the terms and conditions of the Spare Parts
Transaction have been determined as a result of arm’s length
negotiations between the parties by reference to the price paid
by Taiwan Vedan to third party suppliers and were considered by
the directors of the Company (including the independent non-
executive directors) to be on normal commercial terms and fair
and reasonable so far as the shareholders of the Company are

concerned.

The above connected transactions ((b) and (c)) were set out in an

announcement issued by the Company on 10 March 2004.
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Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of Cayman Islands, which would oblige
the Company to offer new shares on a pro-rata basis to existing

shareholders.

Interests and Short Positions of Shareholders
Disclosable under the SFO

So far as is known to any Directors or chief executive of the Company,
as at 31 December 2003, other than the interests and short positions
of the Directors or chief executive of the Company as disclosed above,
the following persons had interests or short positions in the Shares or
underlying shares of the Company 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 were recorded in the register required to be kept by
the Company under Section 336 of the SFO:

BrRRERE
AR E A 8BS A R I B A
T ERARTRUAARAREREHK

o

BRREFFRBERARTRE
ZEBERKR

BARREERRETRABMA  R-TT
ZF+-A=+—8 BLXARBFAAE
ERBBITHRABNRBRABI - UTAL
HAREE SR BE RO BV EREINH
ZGEXBAARRREORERKE - KIIA
AR ERE B S RAE GO B 36T EER
e AR

Number of Shares in

which interested Percentage

(other than under of issued

equity derivatives) Shares

Name BERZE2ROEE HERTRSG

£ (BRAESTETARMD) BoL

Billion Power Limited 460,237,609 30.45%

Taiwan Vedan 460,237,609 30.45%
BB (Note 1)
(B 3ET)

DBS Trustee Limited 424,325,488 28.07%
(Note 2)
(B 3% 2)

DBS Bank Ltd. 540,938,391 35.79%
("DBS Bank”) (Note 3)
(B 3% 3)

DBS Group Holdings Limited 540,938,391 35.79%
("DBS Holdings") (Note 4)
(B 5% 4)
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Number of Shares in

which interested Percentage

(other than under of issued

equity derivatives) Shares

Name BERZ2RHEE HERTRSG

£ (BRAESTETARM) BoL

King International 424,325,488 28.07%
(Note 5)
(BT 5% 5)

Concord Worldwide 424,325,488 28.07%
(Note 6)
(Ff3E6)

High Capital 424,325,488 28.07%
(Note 7)
(B 5% 7)

J.P. Morgan Chase & Co. 100,480,000 6.90%

Cathay United Bank 176,000,000 11.64%
Bl Zr - EE SR 1T (Note 8)
(FF3E8)

Entie Commercial Bank 176,000,000 11.64%
LR HERTT (Note 8)
(FF3E8)

Fuhwa Commercial Bank 176,000,000 11.64%
BERERT (Note 8)
(FF3E8)

Sunny Bank 176,000,000 11.64%
515 R 1T (Note 8)
(FF3E8)

Taichung Commercial Bank 176,000,000 11.64%
BHREERT (Note 8)
(FF3E8)
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Number of Shares in

which interested Percentage

(other than under of issued

equity derivatives) Shares

Name BERRZRHOHE HERTRSE

£ (BRAFTE T ARSI i1

Taishin International Bank Co., Ltd. 176,000,000 11.64%
AFER R ERTT (Note 8)
(G T:)

Taiwan Cooperative Bank 176,000,000 11.64%
SIESERIT (Note 8)
(G T:)

The Farmers Bank of China 176,000,000 11.64%
FEERRT (Note 8)
(G T:)

Notes: B 5E -

Taiwan Vedan is entitled to exercise or control the exercise of more than
one-third of the voting power of Billion Power and is therefore taken to be
interested in these 460,237,609 Shares held by Billion Power.

Of these 424,325,488 Shares, 217,082,376 Shares are held by DBS Trustee
Limited as trustee of the Royal Trust and the remaining 82,897,246,
62,172,933 and 62,172,933 Shares are held by King International, Concord
Worldwide and High Capital respectively, each of which is party to an
agreement under section 317(1)(a) of the SFO with DBS Trustee Limited.

Of these 540,938,391 Shares, 116,612,903 Shares are held by DBS Nominees
(Private) Limited as nominee of DBS Bank, 217,082,376 Shares are held by
DBS Trustee Limited as trustee of the Royal Trust and DBS Bank is entitled
to exercise or control the exercise of more than one-third of the voting
power of DBS Trustee Limited and the remaining 82,897,246, 62,172,933
and 62,172,933 Shares are held by King International, Concord Worldwide
and High Capital respectively, each of which is party to an agreement
under section 317 of the SFO with DBS Trustee Limited.

DBS Holdings is entitled to exercise or control the exercise of more than
one-third of the voting power of DBS Bank and is therefore taken to be
interested in the Shares in which DBS Bank is interested.

King International directly holds 82,897,246 Shares and is the holder of 40
per cent. of all the issued and outstanding units in the Royal Trust.
Accordingly, King International is taken to be interested in the 341,428,242
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Shares in which DBS Trustee Limited as trustee of the Royal Trust is
interested. These 341,428,242 Shares include 62,172,933 Shares held by
each of Concord Worldwide and High Capital pursuant to section 317 of
the SFO and 217,082,376 Shares held by DBS Trustee Limited as trustee of
the Royal Trust. On 17 December 2003, 64,000,000 Shares were charged
and 6,000,000 Shares were delivered and placed under the custody to the
syndicate of banks in note 8 below in connection with a commercial term
loan extended to King International, Concord Worldwide and High Capital.

6.  Concord Worldwide directly holds 62,172,933 Shares and is the holder of
30 per cent. of all the issued and outstanding units in the Royal Trust.
Accordingly, Concord Worldwide is taken to be interested in the 362,152,555
Shares in which DBS Trustee Limited as trustee of the Royal Trust is
interested. These 362,152,555 Shares include 62,172,933 Shares held by
High Capital, 82,897,246 Shares held by King International pursuant to
section 317 of the SFO and 217,082,396 Shares held by DBS Trustee Limited
as trustee of the Royal Trust. On 17 December 2003, 48,000,000 Shares
were charged and 5,000,000 Shares were delivered and placed under the
custody to the syndicate of banks in note 8 below in connection with a
commercial term loan extended to King International, Concord Worldwide
and High Capital.

7. High Capital directly holds 62,172,933 Shares and is the holder of 30 per
cent. of all the issued and outstanding units in the Royal Trust. Accordingly,
High Capital is taken to be interested in the 362,152,555 Shares in which
DBS Trustee Limited as trustee of the Royal Trust is interested. These
362,152,555 Shares include 62,172,933 Shares held by Concord Worldwide,
82,897,246 Shares held by King International pursuant to section 317 of
the SFO and 217,082,396 Shares held by DBS Trustee Limited as trustee of
the Royal Trust. On 17 December 2003, 48,000,000 Shares were charged
and 5,000,000 Shares were delivered and placed under the custody to the
syndicate of banks in note 8 below in connection with a commercial term
loan extended to King International, Concord Worldwide and High Capital.

8. There was duplication of interest of 176,000,000 Shares between Cathay
United Bank, Entie Commercial Bank, Fuhwa Commercial Bank, Sunny Bank,
Taichung Commercial Bank, Taishin International Bank Co., Ltd., Taiwan
Cooperative Bank and The Farmers Bank of China.

Save as disclosed above, as at 31 December 2003, there was no other
person (other than the Directors or chief executive of the Company)
who was recorded in the register of the Company as having interests
or short positions in the Shares or underlying shares of the Company.

Directors’ interests in competing businesses

Pursuant to Rule 8.10 of the Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”), the directors, viz Mr. YANG,
Tou-Hsiung, Mr. YANG, Cheng, Mr. YANG, Kun-Hsiang and Mr. YANG,
Chen-Wen are all directors of Taiwan Vedan. Taiwan Vedan Group is
principally engaged in the production of food additive products,
including MSG products, and beverages in Taiwan, which may compete
with the Group's business.
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In order to clearly delineate the business activities between the
members of Taiwan Vedan on the one part and the Company on the
other and to regulate the respective business activities with their own
customers, each of Taiwan Vedan and the executive Directors (other
than Mr. WANG, Joel J.) and the Company has agreed to give to each
other certain non-competition undertakings under the Territorial
Delineation Agreement. Details of such is disclosed in the Prospectus
of the Company dated 17 June 2003.

Compliance with the Code of Best Practice
In the opinion of the Directors, the Company has complied with the
Code of Best Practice, as set out in Appendix 14 of the Listing Rules,
throughout the accounting period covered by the annual report, except
that there is an inadvertent delay in disclosing the Sugar Transaction
and the Spare Parts Transactions as stated in this Report.

Audit Committee

The Company has established an audit committee with written terms
of reference based upon the guidelines recommended by the Hong
Kong Society of Accountants. At present, members of the audit
committee comprise Mr. LAM, Tuan, a non-executive Director, Mr. CHAQ,
Pei-Hong and Ms. CHUANG Shu-Fen, independent non-executive
Directors. The audit committee has reviewed with the management
and the Company's external auditors the accounting principles and
practices adopted by the Group and discussed auditing, internal control
and financial reporting matters including the report to the audit
committee for audited accounts of the Group for the year ended 31
December 2003 issued by the external auditors.

The audit committee has also reviewed the terms and conditions of
connected transactions of the Company which took place during the
year ended 31 December 2003.

Auditors
The accounts have been audited by PricewaterhouseCoopers who retire

and, being eligible, offer themselves for re-appointment.

On behalf of the board

Yang, Kun-Hsiang
Director

30 March 2004
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