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The directors submit their report together with the audited financial

statements of the Group for the year ended 31 December 2005.

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries are set out in note 42 to the financial

statements.

The principal activities of the Group are the manufacture and sale of

instant noodles, baked goods and beverages in the PRC.

An analysis of the Group'’s turnover and profits (losses) attributable to

shareholders by major products is set out below:

BRESEN (FR)

Profits (losses)

EER attributable to
Turnover shareholders

2005 2004 2005 2004
FET TET FET TET
Us$°000 Us$000 Us$°000 Us$000
981,796 849,932 66,194 17,478
702,348 479,398 46,909 9,474
92,912 83,833 1,184 (15,904
68,553 53,726 9,242 275,38
1,845,609 1,466,889 123,529 286,429

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

income statement on page 47.

The directors recommend the payment of a special dividend and a final
dividend of US 1.07 cents and US 1.25 cents per ordinary share, totalling
US$59.799 million and US$69.859 million respectively. Special dividend
was paid on 22 February 2006.

2005 Annual Report —EZHFEH Tty
-:_;f“'

e

» 35



Re#1213ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

#HHEFHH Directors Report

REENREBRADE  HEEDFEER
AR B P 533

FHRETEEZED  HRENKREME
16 °

AEEREAFEENEERAEHREZHR
KERFARF5E ©

FRER AR B P FE2950 - AR B S E AR P B
NEHEBA - HERBLARAEFABRHN K
AR ES -

REEBRAQB ZBITREMBER ZFBER
KRB K290

36 M —g e £ 2005 Annual Report
-;‘»r"’ P
&

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

year are set out in note 33 to the financial statements.

Details of the movements in fixed assets are set out in note 16 to the

financial statements.

A summary of the results and of the assets and liabilities of the Group

for the last five financial years is set out on page 4 and 5.

Save as set out in note 29 to the financial statements, there were no
other purchases, sales or redemptions of the Company’s shares and
convertible bonds by the Company or any of its subsidiaries during the

year.

Details of bank loans and other borrowings of the Group and the

Company are set out in note 29 to the financial statements.
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The directors of the Company during the year and up to the date of this

report are as follows:
Executive Directors

Wei Ing-Chou
Takeshi Ida
Ryo Yoshizawa
Wu Chung-Yi
Wei Ying-Chiao

Junichiro Ida
Independent Non-executive Directors

Hsu Shin-Chun

Lee Tiong-Hock

Tomoyuki Nakayama (appointed on 24 June 2005
and resigned on | April 2006)

Kazuo Ogawa (appointed on | April 2006)

Katsuo Ko (resigned on 24 June 2005)

Mr. Tomoyuki Nakayama was appointed by the Board of Directors on 24
June 2005. Due to personal reasons, Mr. Nakayama resigned on | April
2006 and Mr. Kazuo Ogawa was appointed by the Board of Directors on
the same day. In accordance with Article 91 of the Company's Articles of
Association, Mr. Ogawa will retire and, being eligible, offer for re-election
as a director of the Company at the annual general meeting to be held
on 12 June 2006. In accordance with Article 99 of the Company's Articles
of Association, Mr. Takeshi Ida, Mr. Ryo Yoshizawa 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.
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Brief biographical details of directors and senior management are set out

on pages 14 to 19.

As at 31 December 2005, 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

EBRHAE
Number of ordinary shares
(EPN £ =B R
Personal Corporate
Name of directors interests interests
(K &t)
(Note)
Wei Ing-Chou 13,242,000 1,854,827,866
Wei Ying-Chiao — 1,854,827,866
Wu Chung-Yi — 1,854,827,866
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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 27.91% by Wu Chung-Yi through Gisshin Venture Capital
Inc. and as to the remaining 16.99% 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

WeiYin-Heng (brothers of the above two directors) in equal proportion.

At no time during the year ended 31 December 2005 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 3|1 December 2005, 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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So far as was known to any Director or Chief Executive of the Company,
as at 31 December 2005, 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

KB EE R =

Number of Shareholder’s

Name of shareholder shares interests
Ting Hsin (Cayman Islands)

Holding Corp. 1,854,827,866 33.1889%

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

Shyh Shiunn Investment Corporation 465,107,784 8.3200%

Save as disclosed above, as at 31 December 2005, 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.

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.
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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

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.

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.
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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:

(1) On 31 December 2003, Master Kong (Taiwan) Foods Co., Ltd.
("Master Kong Taiwan”), a wholly-owned subsidiary of the
Company, entered into an agreement with Ting Hsin Oil & Fat
Industrial Co., Ltd. ("Ting Hsin Oil"). Taiwan Master Kong would
purchase processed oil from Ting Hsin Oil during the period from |
January 2004 to 31 December 2004. Ting Hsin Qil is a company
incorporated in Taiwan. 60.4% interest of Ting Hsin Oil is owned by
Mr. Wei Ing-Chou, Mr. Wei-Ying Chiao, the two executive directors
of the Company, and their two brothers, Mr. Wei Yin-Chun and Mr.
WeiYin-Heng; and the remaining 39.6% interest is owned by other
relatives of Mr.Wei. An announcement setting out the details of this
transaction was made on 5 January 2004. The transaction was
reviewed and approved by the Company's independent non-
executive directors. The agreement was extended on 14 January
2005 for a further period from | January 2005 to 31 December
2005. Similar announcement was made on |4 January 2005. The
agreement was further extended on |6 December 2005 for a

further period from | January 2006 to 3| December 2006.

(2) On 18 October 2005, the Company entered into the Hymall
Agreement and the Family Mart Agreement. Pursuant to the
Hymall Agreement and the Family Mart Agreement, the Group will
supply the Group’s instant food and beverage products to Hymall
hypermarket chain stores and Family Mart convenience chain
stores, respectively. Each of Hymall and Family Mart is an associate
of Ting Hsin, which is a substantial shareholder of the Company. The
agreements have commenced from | January 2005 for three years
ending 31 December 2007. Newspaper announcement setting out

the details of these agreements were made on 19 October 2005.
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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;

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

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.

The Auditors of the Company have also reviewed these transactions and

confirmed to the Board that:

(@)

they have been approved by the Board of the Company;

they are in accordance with the pricing policies of the Group (if
the transactions involve provision of goods or services by the

Group);

they have been entered into in accordance with the relevant

agreements governing the transactions; and

they have not exceeded the relevant annual caps disclosed in

previous announcements.
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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.

A resolution will be submitted to the annual general meeting of the
Company to re-appoint Messrs. Moores Rowland Mazars as auditors of

the Company.

By order of the Board
Wei Ing-Chou

Chairman

Tianjin, the PRC, 24 April 2006



