Report of the Directors

ESEERSE

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

audited accounts for the year ended 31 December, 2004.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its subsidiaries
are principally engaged in the production of fermentation-based amino
acids, food additive products and cassava starch based industrial products.
Details of the principal activities of its subsidiaries are set out in Note 31

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, 2004 are set

out in the consolidated profit and loss account on page 54.

An interim dividend of 0.506 US cent (3.947 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
0.453 US cent (3.53 HK cents) per share for the year ended 31 December,
2004. 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, 2005 to the shareholders whose names appear on the

register of members of the Company on 13 May, 2005.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out

in Note 22 to the accounts.

During the year, 11,270,000 share options (2003: nil) were exercised at
HK$0.801 each, yielding a proceeds of approximately US$1,157,000.
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DISTRIBUTABLE RESERVES

As at 31 December, 2004, the Company’s share premium reserve of
approximately US$194,098,000 (subject to the Cayman Companies Law
and the article of association of the Company) and retained earnings of
approximately US$12,865,000 were available for distribution to the

Company's shareholders.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the year ended 31 December, 2004, neither the Company nor any

of its subsidiaries has purchased, sold or redeemed 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 42% of the Group's consolidated turnover. In addition, the
five largest suppliers of the Group accounted for approximately 45% 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 18% and 19% 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

Ko, Jim-Chen (appointed on 27 September, 2004)

According to Article 87(1) of the Company’s articles of association, Mr.

Yang, Chen-Wen, Mr. Wang, Joel J. and Mr. Huang, Ching-Jung retire by

rotation and being eligible, offer themselves for re-election.
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Report of the Directors (continued)
EEEHRE (B)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN

SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December, 2004, 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 Securities Transactions

by Directors of Listed Companies were as follows:
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Interests in shares

REf 2 #

Number of shares

in which interested

Number of
shares in which
interested under

physically settled

(other than under equity derivatives Percentage of
equity derivatives) ERENEERE Total number issued shares
Name BeEREZROHUE TEIARE of shares HERTRS
i (RA&STET BRI BRRHHE RGEH Bot
Mr. YANG, Tou-Hsiung 424,325,488 4,500,000 428,825,488 28.16%
BRI (Note 1) (Note 3)
(Fitzx1) (F#553)
Mr. YANG, Chen-Wen 424,325,488 4,500,000 428,825,488 28.16%
BRXEE (Note 2) (Note 3)
(HfzE2) (P£3)
Mr. YANG, Cheng - 4,500,000 4,500,000 0.30%
BIESE (Note 3)
(Ff3£3)
Mr. YANG, Kun-Hsiang - 4,500,000 4,500,000 0.30%
L (Note 3)
GiE)
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Number of shares

in which interested

Interests in shares

Rz &

Number of
shares in which
interested under

physically settled

(other than under equity derivatives Percentage of
equity derivatives) ERENEERA Total number issued shares
Name BREEZRHHA FTETARAR of shares EERTRG
i3] (RASTET AR B ROHE REGAH BAL
Mr. WANG, Joel J. 750,000 - 750,000 0.05%
FEREE
Mr. HUANG, Ching-Jung 200,000 - 200,000 0.01%
BRELE
Mr. LAM, Tuan - 500,000 500,000 0.03%
WELE (Note 3)
GiE)
Mr. CHAO, Pei-Hong 500,000 - 500,000 0.03%
HEREE
Ms. CHUANG, Shu-Fen 500,000 - 500,000 0.03%

E19:053 s
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1. Mr. YANG, Tou-Hsiung’s interest in shares are held in the following capacities:

B -

1.

A A AT S B 045 B Aot

Number of
shares through

physically settled

Number equity derivatives ****
Capacity of shares BRBYEEREITE
54 ROBE TEFEZROBE
Beneficial owner BEmBEAEA - 4,500,000 ***
Interest of company controlled TG BRI ST A RS 2
by him NER AR 82,897,246* =

Others

*%k

*kKkK

Hth

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.

341,428,242** -
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Mr. YANG, Chen-Wen's interest in shares are held in the following capacities:

2.

IR S5 A T B (R A IR s

Number of
shares through
physically settled

Number of equity derivatives ****
Capacity shares BRBYEERSITE
&4 ROBE TEFEZROBE
Beneficial owner BEBEA A - 4,500,000 ***
Interest of company controlled MRS 12
by him YNGIEZ 2R 2oy 62,172,933* =
Others HAth 362,152,555%* -

* %k

*hKK

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 41 to 42.

Save as disclosed above, as at 31 December, 2004, 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).

Vedan International (Holdings) Limited ~ Annual Report 2004

s
*kkk E;? o7

TR S e A B R TIE R HIF T High Capital =52
—HYIE=HE - MHigh Capital A#A#Zi162,172,933
IRERA BHIFFB A ©

IR S B REA TR Sk dE KT e High Capital =52
—HIRERE - MHigh Capital A#FERoyal Trust &
HEBITRMARITEEAEL30% BFEA + BRX
oA R 18 BB Royal Trust FBEZFEADBS
Trustees Limited R4 5%#1362,152,555 A& AZ 7 A4
& 0 #%%362,152,555 RRMHEIEConcord
Worldwide RIEFH KRG KEE317EFER
62,172,933 &R * King International #A&#
82,897,246 fxfix {5 2 DBS Trustee Limited {E/&Royal
Trust ZFEARA#9217,082,396 BRALL -

BRI EBIEE IR ARSRATERET BN =
T=FNA+= BERARER#EEA 4,500,000 ARA%
PR - ZERBIRENTTEER0.801 BT » 11(E
Bl —ETNENA+=H2 T )\FA+=
=T

BRgEEm -
EEZRREBTHRASKEEVZRBAITETAZ

BB EERTEBE R AR ERABRETET
RHMBREES - FHERNEI =42 -

B EXFEEEN  R_TTNF+ —A=1—
B ARAREERERTHRABRRKESENBE
ABER AR B R EAFREEE (E& RE5 R
HIE GPIZEXV #B) HOR LD - FERERD R & ke

SR o



Report of the Directors (continued)
EEEHRE (B

SHARE OPTION SCHEMES BRETE

On 13 June, 2003, the Pre-IPO Share Option Scheme and the Post-IPO “EE-FXRNA+T=H RECHEEXNARER
Share Option Scheme were approved by shareholders under which the AIEARERT B R BR AR SR EIRERTE - &
Directors may, at their discretion, offer any employee (including any It - EFARIBRIAKEEEAES (BREEMAH
executive director) of the Group, options to subscribe for shares in the TESE) KHMEMRRE - ARIEZ M IE R BRERT 260 5

Company subject to the terms and conditions stipulated in the two AN RB AR DR

schemes.

Options to subscribe for 29,770,000 shares had been granted to the ZET=FA+=H  BEREFEXLRERAIE
Directors and employees of the Group on 13 June, 2003 under the Pre- BESAENESRASEEEREURE

IPO Share Option Scheme. No further options can be, or have been, issued 29,770,000 (0 < BERE - E =TT =F A=
under the Pre-IPO Share Option Scheme from 27 June, 2003, the date of ++ B GO Ehz B) # - B A IS
listing of the shares on the Stock Exchange. AR 5 IX NG SR A AR S 819 L R AR -

Details of the share options outstanding as at 31 December, 2004 which AT RIRBER ARERATERE M ES R
have been granted to the Directors and 24 employees of the Group under SEUZEERE MR ETZNFE+—_A=+—

the Pre-IPO Share Option Scheme are as follows: H MR < AT
Number of options
BREHE
Held as at

31 December,

Held as at Granted Exercised 2004

Directors/ 1 January, 2004 during during the R=ZEME Exercise
Employees R-Z22ME the period period T=A price Date of grant Exercise period
s /[ER -R-B&E HriRd Hn1TiE =t-BRA i@ RHAH e
Mr. YANG, Tou-Hsiung 4,500,000 - - 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to
AR 0801787 “2%= 12 June, 2008
~ATZA ZEEMESATZHE
“E2ZN\ERATH
Mr. YANG, Chen-Wen 4,500,000 - = 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to
BRXEE 08017 “TEF 2 June, 2008
AAT=R ZEEMERATEZRE
ZZT\ERAZH
Mr. YANG, Cheng 4,500,000 - - 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to
BEAL 08017 ~%2= 12 June, 2008

AATZE  ZEEMERAT=AZ
ZERN\FRATA
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Number of options
BREHE

Held as at

31 December,

Held as at Granted Exercised 2004

Directors/ 1 January, 2004 during during the R-BEME Exercise

Employees R-Z2ZME the period period t=A price Date of grant Exercise period
3 /lE8 -f-B&H B Hn1TfE =t+-B%F i BHAH e
Mr. YANG, Kun-Hsiang 4,500,000 - - 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to
oy 0.8017% 7T I 12 June, 2008
~NAT=AH “EENERAT=RZE
“ZEN\FRATZA
Mr. WANG, Joel J. 4,500,000 - 4,500,000 - HK$0.801 13 June, 2003 13 June, 2004 to
TEREE 0.8017%&7T “TR=E 12 June, 2008
~AT=A  ZEEME~AT=HE
“ZZ\FXATZH
Mr. HUANG, Ching-Jung 500,000 - 500,000 - HK$0.801 13 June, 2003 13 June, 2004 to
BRALE 0.801% 7T e 12 June, 2008
~NAT=AH “EENERAT=RZE
“ZEN\FRATZA
Mr. LAM, Tuan 500,000 - - 500,000 HK$0.801 13 June, 2003 13 June, 2004 to
&k 08017 S s 12 June, 2008
~AT=A  ZEEME~AT=AZE
“ZZ)\FXATZH
Mr. CHAQ, Pei-Hong 500,000 - 500,000 - HK$0.801 13 June, 2003 13 June, 2004 to
ihiiy Ve 0.8017% 7T e 12 June, 2008
~NAT=AH “EENERAT=RZE
“ZEN\FRATZA
Ms. CHUANG, Shu-Fen 500,000 - 500,000 - HK$0.801 13 June, 2003 13 June, 2004 to
RSkt 08017 3 s 12 June, 2008
~AT=A  ZEEME~AT=HZE
“ZZ)\FXATZH
24 employees 5,270,000 = 5,270,000 - HK$0.801 13 June, 2003 13 June, 2004 to
U%ES 0.8017%87T e 12 June, 2008

~NAt=H “TEMESAT=AE
ZZF\ERA+ZH
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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 year ended 31 December, 2004, the Company and its subsidiaries

entered into the following transactions with Taiwan 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”:

EERBEN
ARREARREEEC N IR RB W (IR
Bl - FRB=F - ZERBHRERHRER
BY - BEEA—SENSAERHEREHERZE
REE TR =EABMMAL -

BrLadES  EEERRBFAS LREEZES
WEBAR BRI LARBE—FATMERE OFE
RRERRIN RIS RIEH 2 AR TS 5k o

EEfBERZENER

B EX PRt 2 & 4051 - WERERAEFAARRER
EEAMBAR2EAT MR EEEREERF
BZANTHEERER -

BEXS
BE_TZNE+_A=1T—BIFE  ARFR
HfBARESERACEBROBRAR ([GEK
) - BB AR REEARET MRS -
ZEXZBN LETRAAREZBERS © TFER
BEGHERERFE 205 [BEALRE]TRE
ZHEEALRS

Note US$'000
i FET
Sale of goods to M3 ARIHEE R 0]
— Taiwan Vedan Enterprise — BERACERNER DR 7,548
Corporation (“Taiwan Vedan”) (&K
— Shanghai Vedan Foods — BERAEGBERAR ([ L8%RSRE]) 3,028
Company Limited (“Shanghai
Vedan Foods")
Trademark license fee paid to Tung Hai [ BG R T %% (0 (ii) 1,840
Fermentation Industrial BRAR(FAED
Co. Ltd. (“Tung Hai") SNSRI =
Technological support fee paid DESEYS SN SASAN) (i) 1,832
to Tung Hai and Taiwan Vedan SR =

RFHEIR (B=R) AR AR 2004 F37
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Note US$'000
B aE FET
Commission income received from BEACER h s W ER
Taiwan Vedan in connection with the BERTHAES KA
Agency Agreement (i) 167
Interest income and commission BINAERIEEORENR (iif) 28
income received from Taiwan Vedan TER I IR 1E 1 BT
in connection with the bidding of sugar IoREEE R T 22K
Importation quota in Taiwan and to FIERMAEUA
transfer the quota Awarded to
Taiwan Vedan upon successful bidding
Acquisition of MSG business from WeiE ESRS R AKX (iv) 6,259
Shanghai Vedan Foods
Acquisition of ancillary facilities U B8 TR B S HO B B A& e (iv) 1,036

from Shanghai Vedan Foods

Notes:

(i) Inthe opinion of the directors of the Company, sales to related parties were
conducted in the normal course of business at prices and terms no less
favourable than those charged to and contracted with other third party

customers of the Group.

(i) Inthe opinion of the directors of the Company, the transactions were carried
out in the ordinary course of business and the fees are charged in accordance

with the terms of underlying agreements.

(i) The Group entered into an agreement with Taiwan Vedan on 14 November,
2003 for a period of seven months in connection with the bidding of sugar
import quota in Taiwan. In the opinion of the directors of the Company, the
transaction was carried out in accordance with the terms of the agreement
and at terms no less favourable than those charged to and contracted with
other third party. During the year, Taiwan Vedan has settled the bidding price
and interest and commission to the Group upon the successful bid was
obtained and the transfer of the quota awarded to Taiwan Vedan.

(iv)  On 6 May, 2004, the Group entered into two agreements, namely the Business
Acquisition Agreement and the Immovable Assets Acquisition Agreement,
with Shanghai Vedan Foods in connection with the acquisition of the existing
MSG business and certain land and buildings and ancillary facilities of Shanghai
Vedan Foods for a consideration of approximately US$6.3 million and

approximately US$11.1 million respectively.
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The Business Acquisition Agreement was completed on 15 August, 2004 and

the consideration of approximately US$6.3 million has been paid.

The acquisition of ancillary facilities under the Immovable Assets Acquisition
Agreement was completed and the consideration of approximately US$1.0
million has been paid. However, as at 31 December, 2004, the acquisition of
land and buildings under the Immovable Assets Acquisition Agreement has
not yet completed, subject to the issuance of the land use right certificate
and property ownership certificate from the relevant government authorities.
As such, the Group has not yet paid the remaining consideration payable of
approximately US$10.1 million. In addition, Shanghai Vedan Foods has agreed
to allow the Group to use the land and buildings under the Immovable Assets
Acquisition Agreement rent free until the title of the land and buildings is

passed to the Group.

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 above mentioned.

The directors, including the independent non-executive directors, of the
Company have reviewed the above mentioned connected transactions

and confirmed that:
(@) the connected transaction 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 connected;

(b) the aggregate amount of sales to Taiwan Vedan did not exceed the
cap amount of US$12 million for the financial year ended 31
December, 2004.

() the aggregate amount for each type of the above mentioned
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, 2003.
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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, 2004, 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:

BRBERE
AAFEBERANSASHS AL RELEER
BRTE - BRARBIRLPIMRERREEHRK

1/\ ®

BRBEEEZRMEFRINATREZHE
mRAR

BARRERERRSTHRASRA - R_TTMF
T-RA=+—0 " BRLEXFAEEAARNEEIES
TTHABRER ARSI AT ALHAIRIEES
FERIGRDIEXVERSE2 R B350 B Z 5 SAMA R T
BEORDIAR  SOIARARIREES KR
DI 36T E SR M ERIRR

Number of shares in

which interested Percentage

(other than under of issued

equity derivatives) shares

Name g BB E EERTRE

£ (BRAFTHE T BRI Bt

Billion Power Limited 460,237,609 30.22%
(Note 1)
(B =E)

Taiwan Vedan 460,237,609 30.22%
BB} (Note 1)
(FF=E)

DBS Trustee Limited 424,325,488 27.86%
(Note 2)
(Ff7E2)

DBS Bank Ltd. 424,325,488 27 .86%
("DBS Bank”) (Note 3)
(P 5E3)
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Report of the Directors (continued)

EFEHE (E)

Number of shares in

which interested Percentage

(other than under of issued

equity derivatives) shares

Name BEEZZRAEE HERITRG

£ (B ASBT4E T BBRSM) Bott

King International 424,325,488 27.86%
(Note 4)
(BF5E4)

Concord Worldwide 424,325,488 27.86%
(Note 5)
(MIEE5)

High Capital 424,325,488 27.86%
(Note 6)
(Fg5E6)

J.P. Morgan Chase & Co. 87,064,000 5.61%
(Note 7)
(BF5E7)

Nordea 1 Sicor FE Value Fund 80,836,000 5.21%

Cathay United Bank 176,000,000 11.55%
B EERTT (Note 8)
)

Entie Commercial Bank 176,000,000 11.55%
LT HEIRTT (Note 8)
(MiE8)

Fuhwa Commercial Bank 176,000,000 11.55%
BERSERIT (Note 8)
)

Sunny Bank 176,000,000 11.55%
FS{5ERTT (Note 8)
(fF5E8)
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Report of the Directors (continued)
EEEHRE (B

Number of shares in

which interested Percentage
(other than under of issued
equity derivatives) shares
Name BEEEZROEE HERITRAG
£ (BRASBTHE T BBRIM) Batt
Taichung Commercial Bank 176,000,000 11.55%
B EERT (Note 8)
(FF3E8)
Taishin International Bank Co., Ltd. 176,000,000 11.55%
L EES G (Note 8)
(FF5E8)
Taiwan Cooperative Bank 176,000,000 11.55%
SIERERTT (Note 8)
)
The Farrmers Bank of China 176,000,000 11.55%
B RRRAT (Note 8)
(CEz)
Notes: BEE
1. Taiwan Vedan is entitled to exercise or control the exercise of more than one- 1. AR AT s |77 Billion Power HBiB=

third of the voting power of Billion Power and is therefore taken to be interested

D —HERERE - MAEKRE BBEABIllion

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 424,325,488 shares, 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.
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Report of the Directors (continued)
EEEHRE (B)

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 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.

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.

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.

The capacity of JP Morgan Chase & Co and its associates in holding the
87,064,000 shares was as to 77,024,000 shares as investment manager and as
to 10,040,000 shares as approved lending agent.

King International E#:45582,897, 2465 i n + I A
FEHRoyal Trust 28082 31T R MR L BA40% 85
BA ° FHt * King International # R & #EDBS
Trustee Limited fE&Royal Trust 5L AFT#EEA Z 4L
341,428, 2428 AN HIRE R © 3% 55341,428 2428 A fn
B FEConcord Worldwide KHigh Capital & B1R#%
EI BB RO 75HE 262,172,933 10 )
DBS Trustee Limited #E&Royal Trust R5EAFH 2
217,082,376/ fn - R=FZE=F+—_F++H "

B FtKing International * Concord Worldwide & High
Capital FT& 2 B 3 E BB 51 #564,000,000% A (7 # 7
F2#%6,000,000% AR 17 32 B3 T~ S P78 Fr it 2 SR B 5E

e
= o

B

Concord Worldwide E##57562,172,9330 %15 + I
#FFBRoyal Trust 2802 31T R MR T BAI30%HY
#HH A o ALt © Concord Worldwide 7MER & A
DBS Trustee Limited #E&Royal Trust X5 AFTIRA
% 4£362,152 555 A 0 HO A ES o % #HE362,152,555/%
D EF62,172,933EHigh CapitaliFh -
82,897,2465% FiKing International 115 &5 & HiE 5
BIEE3171545 8 + 217,082,396 BRAIEHDBS Trustee
Limited {fE&Royal Trust ZZFEAFE - RZTE=
F+=A+tH + BE3King International * Concord
Worldwide kHigh Capital FT# 2 5 % & SiE R &
48,000,000 A HE7 % 175,000, 0005 A% 7 32 F T~ 32
Pt EE8FTil 2 REFEE -

High Capital BE#:#56562,172,9330&MR (7 * W A=A
Royal Trust 2888 &17 R R1TE BE(30% K35 H
A o AUt © HighCapital 73517 &% A DBS Trustee
Limited E&Royal Trust XFEAFTIFAZIL
362,152,555 A (0 9 &R © 3% 4E362,152,5550% A% fn
H62,172,933 B EHConcord Worldwide 75 -
82,897,246 B&HKing International HRIEZEH R EE
fEPIFE3171&4%%F - 217,082,396/ AIMDBS
Trustee Limited fE/&Royal Trustee Z ZFEARFH ©
RZZEZE=F+_A++tH EBEKing
International * Concord Worldwide }2High Capital
Tl 2 7 3£ 78 B B 3K548,000, 000 A% A& 7 #E 4 J2 #%
5,000,000 % 17 32 f T XX Pt aE8 Pt 2 SREIFEE °
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77,024,000 M EARATEFRRESFGIFS
10,040,000 B 15 °

RFHEIR (B=R) AR AR 2004 F37



Report of the Directors (continued)
EEEHRE (1)

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, 2004, 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 and Mr. YANG, Cheng 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.

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.

INDEPENDENCE INFORMATION

The Company has received, from each of the independent non-executive
directors, a confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Company considers all of the independent non-

executive directors are independent.

COMPLIANCE WITH THE CODE OF BEST PRACTICE AND
THE CODE ON CORPORATE GOVERNANCE PRACTICES
OF THE LISTING RULES

In the opinion of the Directors, the Company has complied with the Code
of Best Practice, as set out in the then Appendix 14 of the Listing Rules,
throughout the accounting period covered by the annual report. The Code
on Corporate Governance Practices under the new Appendix 14 of the
revised Listing Rules is not applicable to the accounting period of the
Company ended 31 December, 2004.
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Report of the Directors (continued)
EEEHRE (B)

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS OF LISTED ISSUERS

The Company had adopted the “Model Code for Securities Transactions
by Directors of Listed Issuers” as set out in Appendix 10 of the Listing
Rules as the code for dealing in securities of the Company by the directors
(the “Code"). Having made specific enquiry, the Company confirmed that
all directors have complied with the required standard as set out in the
Code.

AUDIT COMMITTEE

The Group has established an Audit Committee with written terms of
reference as suggested under the Code of Best Practice set out in
Appendix 14 of the Listing Rules and adopted with reference to “A Guide
for Effective Audit Committees” published by the Hong Kong Institute of
Certified Public Accountants. The Audit Committee comprises Mr LAM,
Tuan, a non-executive director and Mr CHAO, Pei-Hong, Ms. CHUANG,
Shu-Fen and Mr KO, Jim-Chen, all independent non-executive directors.
The chairman of the Audit Committee is Mr Chao, Pei-Hong.

During the year, the Audit Committee met 2 times to review with senior
management and the Company’s external auditors,
PricewaterhouseCoopers, the audit findings, the accounting principles
and practices adopted by the Group, listing rules and statutory
compliance, and to discuss internal control, risk management and financial

reporting matters.

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, 2004.

AUDITORS

The accounts have been audited by PricewaterhouseCoopers who retire

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

By Order of the Board

Yang, Kun-Hsiang
Director and Chief Executive Officer

15 March, 2005
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