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Dear shareholders,

In 2000, the economy of the People’s Republic of China (the
“PRC”) recovered from a period of depression, with an increase
of Gross Domestic Product by 8% from a year ago and a clear
recovery in retail business of consumer products. Through a
timely revision of our operational strategy in the second half of
1999, reduction in operating costs, improvement in efficiency
and effective marketing strategy, the Company achieved a
satisfactory result in 2000.

RESULTS

During the fiscal year 2000, the Group’s turnover increased by
20.82% to US$735,244,000, yielding a profit of US$40,109,000,
representing a significant increase of US$75,967,000 over
1999’s loss of US$35,858,000. The improvement in profitability
is mainly attributable to the Group’s marketing strategies,
including the establishment of the “Better Access, Broader
Reach”. This helped increase the turnover of the Group’s core
instant noodles and beverages businesses and reducing losses
from low utilization of equipment.

The Group improved its financial position by raising capital at
the end of 1999. This was accompanied by persistent efforts by
the Rationalization Committee to streamline operations.
Financial and administration expenses, which came under tight
control, fell by US$14,373,000 compared with 1999.

In summary, the substantial increase in turnover, cuts in staffing
levels and effective cost control measures in all areas were the
major factors in the return to profitability.
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PRODUCTS

Competition in the domestic market is liable to intensify in light
of the PRC’s entry to World Trade Organization (WTQO), which
will inevitably give international competitors easier entry to the
PRC market, with its 1.2 billion people. Despite this, the Group
enjoys competitive advantages. In the past 10 years, the Group
has established a complete horizontal production system, with
production facilities widely distributed throughout the PRC
producing products with well-known brands. This is supported
by a dense sales network, covering not just the major
metropolises but smaller towns and rural areas.

According to an independent survey, the Group’s brand name
“Mr. Kon” has taken a leading position in the industry in both
instant noodles and packaged tea, with their market shares in
major cities reaching 52.9% and 38.8% respectively. This
represents a significant growth when compared with 1999's 49%
and 18.5%. The “Mr. Kon” packed tea drink moved up to number
one from number two in major cities.

As the Group has developed its various product lines in
response to market demand, the product mix has changed.
Although the Group’s core instant noodle product has reached
its sales target, it represents only 73% of total sales for the year,
a 2pp decline from a year ago. However, turnover for this
product line increased by 17.2% or US$79 million to US$535
million from US$456 million in 1999. All products enjoyed growth
as a result of the Group’s successful marketing strategies.

A 100 metre advertisement signboard with fluorescent lamps stands on Guangzhou Tianhe Gymnasium
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The Group’s beverage business developed rapidly in 2000,
accounting for about 15% of the Group’s turnover, representing
an increase of 5pp from a year ago. Total turnover of the
beverage business increased by 75.47%, to US$111 million from
US$63 million in 1999, owing to further acceptance of PET
green tea and Woolong tea by consumers .

Turnover of the Group’s bakery and confectionery business saw
a moderate increase of 1.97% to US$73 million as compared
with the previous year’s US$71 million and representing 9% of
the Group’s total turnover, a decline of 2pp. The slow growth of
this business line is attributable to a price war in rice crackers
and the delayed launch of certain new products.

INTEGRATION OF FOOD RESOURCES OF THE
GROUP IN MAINLAND AND TAIWAN

In order to integrate the use of food resources of the Group in
Mainland and Taiwan, the Board of Directors decided during its
third quarterly meeting to purchase a 19.98% equity interest in
Taiwan’s Wei Chuan Foods Corporation (“Wei Chuan”), or a total
of 101,129,000 shares. Wei Chuan has great experience in
processing dairy, soya sauce, monosodium glutamate,
beverages and canned food.
supermarket chains, Sung Ching Commercial Co., Ltd and
Taiwan Marukyu Co., Ltd. These strengths will help to support
the integration of the food resources of the Group in Mainland

and Taiwan.

It also owns two major
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DIVIDENDS

The Board will recommend at the Annual General Meeting to be
held on 21 May 2001 a final dividend of US0.54 cents per
ordinary share to shareholders whose names appear on the
register of members on that date.

The upturn in the Group’s operations in 2000 and the return to
profitability have not only made up for the losses of the previous
two years, but improved our financial position. The Group hopes
that the stable dividend policy will add to shareholders’
confidence in our operations.

FINANCING

As of 31December 2000 the Group’s total liabilities amounted to
US$554 million, falling by US$22 million from the previous
year's US$576 million. Total shareholders’ funds including
minority interests amounted to US$503 million. The debt-to-
equity ratio was 52.35%. The decline in liabilities is attributable
to the Group’s repayment to banks for loans of approximately
US$32 million, and the redemption of US$19.433 million worth
of convertible bonds. The Group’s reduction in liabilities will
faciliate the Group’s implementation of business strategy and
improve financial and operating performance.

LIQUIDITY

The Directors have also taken steps to improve the Group’s
liquidity. The maturity profile of its debt portfolio has been
adjusted to improve the Group’s ability to meet repayments and
so relieve repayment pressures. Borrowings in renminbi have
been increased relative to those in foreign currency, to take into
account the Group’s substantial sales in renminbi. This will
reduce the Group’s exposure to foreign exchange risk and
costs. Following three years of effort, as at the end of 2000, the
Group’s U.S. Dollar debts have been reduced to 37% of total
debt, from 93% at the end of 1997.
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Food Co., Ltd, Shenyang Tingyi International Food Co., Ltd. and
Xinghua Dingfang Dehydrate Foods Co., Ltd. obtained 1SO9002
status. At present, 12 factories under the Group have been
granted ISO certificates. The Directors are proud of the Group’s
tradition of producing high-quality food products.

SOCIAL CONTRIBUTION

During the year, the Group continued its “Ting Hsin Special
Fund” programme that provides assistance with education to

|4 women and children in poverty-stricken regions. In addition to
- HEZER " RELRN KT EX donating books, the Group organized a composition competition
E E RELRERHTFI)ERESE named “A Book | Like” in Fujian and Henan provinces. In Beijing,
; B HFE - SFUEHZETABK the Group organized an invitational tournament of “Painting and
= F—RERETRELET - THEB Calligraphy for Young Children”. The Group also sponsored the
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football teams. The Group’s contribution to society was
recognized by the government and people from all walks of life,
which has helped enhance the Company’s corporate image and
build a solid foundation for the Group’s future operations.

APPRECIATION

Continuing our policy of slimming the work force, the Group
reduced its number of staff to 19,073 during the year. The effort
and contribution of the Company’s people have helped the
Group’s business to grow quickly, providing a solid foundation for
the Group’s long-term business in the PRC and for a good return
to shareholders. | would therefore like to take the opportunity to
thank everyone for their hard work during the year.

EER Chairman
M Wei Ing-Chou
HE KE Tianjin, PRC
—EE-FWA-+AH 25 April 2001
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