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The directors submit their report together with the audited financial

statements of the Group for the year ended 3| December 2001.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries are set out in note 28 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 profit/(loss) attributable to

shareholders by major products is set out below:

BREREERR (FE)
Profit/(loss)

S attributable to

Turnover shareholders
2001 2000 2001 2000
FET ooo FET ooo
Us$’000 Us$'000 Us$’000 US$'000
ooo Instant noodles 593,204 533,404 55,794 50,931
0o Beverages 234,363 110,581 12,813 (2,615)
oo Baked goods 84,661 70,957 1,933 1,928
oo Others 32,338 20,302 (10,202) (10,135)
oo Total 944,566 735,244 60,338 40,109
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RESULTS AND APPROPRIATIONS

The results for the year are set out in the consolidated income statement

on page 38.

The directors recommend the payment of a final dividend of US0.81

cents per ordinary share, totalling US$45.268 million.
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RESERVES

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

year are set out in note 23 to the financial statements.

DONATIONS

Charitable and other donations made by the Group during the year
amounted to US$28,000.

FIXED ASSETS

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

financial statements.

FIVEYEAR 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 page 4 and 5.

PURCHASE, SALE OR REDEMPTION OF SHARES AND
CONVERTIBLE BONDS

During the year, neither the Company nor any of its subsidiaries has
purchased or sold any of the Company's shares and has not repurchased

any convertible bonds.

BANK LOANS AND OTHER BORROWINGS

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

Company are set out in note 2| to the financial statements.
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DIRECTORS

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
Wu Chung-Yi
Wei Ying-Chiao
Seiichi lkeda

Ryo Yoshizawa

Independent non-executive directors

Hsu, Shin-Chun

Katsuo Ko

In accordance with Article 99 of the Company's Articles of Association,
Mr. Takeshi Ida, Mr. Wei Ying-Chiao and Mr. Katsuo Ko 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.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of directors and senior management are set out

on pages |2 to I5.

<4p
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
IN SHARES

At 31 December 2001, the interests of directors and chief executive and
their associates in the share capital of the Company or any of its
associated corporations as recorded in the register maintained by the
Company under section 29 of the Securities (Disclosure of Interests)

Ordinance (“SDI Ordinance”) or as notified to the Company were as

follows:
EBREE

Number of ordinary shares
18 A # 25 EEER
Personal Corporate
Name of directors interests interests
oooo
(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

Note: These shares are held by and registered under the name of Ting Hsin
(Cayman Islands) Holding Corp., which is beneficially owned as to
approximately 54.83% by Ho Te Investments Limited, as to approximately
12.68% by Wu Chung-Yi, as to approximately 15.24% by Grand Sino King
Corporation, and as to the remaining 17.25% by unrelated third parties. Ho
Te Investments Limited is a company incorporated in the British Virgin
Islands and is beneficially owned as to 25% by Wei Ing-Chou, 25% by Wei
Ying-Chiao, and the remaining equally by Wei Yin-Chun and Wei Yin-Heng
(brothers of the above two directors) respectively. Grand Sino King
Corporation is a company incorporated in the British Virgin Islands. Wu
Chung-Yi is an object of a discretionary trust, the trustee of which owns the

entire issued share capital of Grand Sino King Corporation.

Save as disclosed above, none of the directors, chief executive or any of
their spouse or children under the age of 18 years had any interest in the
shares of the Company or any of its associated corporations as defined in
the SDI Ordinance.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained under section 16(1)
of the SDI Ordinance shows that as at 3lst December 2001, the
Company had been notified of the following substantial shareholders’

interests, being 10% or more of the Company's issued share capital:

RO EA ER

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%

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 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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CONNECTED TRANSACTIONS

The Group carried on certain transactions under various agreements

between the Group and connected persons of the Company. Details of

these transactions are summarised as follows:

(1

On 14 April 1999, Hangzhou Tingjin Food Co., Ltd., a wholly 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 manufacture non-carbonated
beverages on an original equipment manufacturing basis for a period
from 24 June 1999 to 31 December 2000. A newspaper
announcement setting out the details of this transaction was made
on 23 April 1999 and the transaction was reviewed and approved by
the Company's independent non-executive directors on 22 April
1999. The agreement was extended again on | March 2001 for a
further period from 6 March 2001 to 31 December 2003. Similar

announcements were made on |5 March 2001 and || April 2002.

On 14 April 1999, Chongging Tingjin Food Co,, Ltd. ("Chongging
Tingjin"), a wholly owned subsidiary of the Company, and Comely
entered into an agreement pursuant to which Comely will lease two
production lines to Chongging Tingjin for manufacture of Tetra-Pak
drinks. The lease period will be from | May 1999 to 3| December
2003. Chongging Tingjin will pay monthly rental to Comely. The
monthly rental was negotiated on an arm'’s length basis and on
normal commercial terms after considering quotations of other
similar lessors. A newspaper announcement setting out the details of
this transaction was made on 23 April 1999 and the transaction was
reviewed and approved by the Company’s independent non-

executive directors on 22 April 1999.
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On 10 August 2000, a service agreement was entered into between
Tianjin Tingyu Consulting Co,, Ltd., a wholly owned subsidiary of the
Company, and Sanyo Foods Co., Ltd. (“Sanyo") whereby Sanyo has
agreed to second Sanyo’s consultants to Tianjin and provide
consulting services on the instant noodle production techniques and
financial management of the Group from 16 August 2000 to 16
August 2001. This constitutes a connected transaction under the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules™). The Company has complied
with the requirements set out in Chapter 14 of the Listing Rules in
that a newspaper announcement setting out the details of this
transaction was made on |4 August 2000 and the transaction was
reviewed and approved by the Company’s independent non-
executive directors on |1 August 2000. The agreement was
extended again on 30 October 2001 and Sanyo has agreed to
second Sanyo's consultants to Tianjin and provide consulting services
on business management and financial management of the Group
from | November 2001 to 31 December 2002. Newspaper
announcements setting out the details of this transaction were made

on 3| October 2001 and || April 2002.

On |5 February 2001, five service agreements were entered into
between Sanyo and each of the five wholly owned subsidiaries of the
Company, that is, Tianjin Tingyi International Food Co.,, Ltd.,
Guangzhou Tingyi International Food Co., Ltd., Hangzhou Tingyi
International Food Co,, Ltd., Chongging Tingyi International Food Co.,
Ltd. and Shenyang Tingyi International Food Co., Ltd.. Under the
service agreements, Sanyo agrees to provide training on the instant
noodle production skills, techniques and quality management to the
above subsidiaries during the period from 16 February 2001 to 31
December 2005.
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The total amount of training fees as set out in the Agreements will
be Japanese Yen 160,000,000 for the period from 16 February 2001
to 31 December 2005. The above subsidiaries will second 10
trainees in total to Sanyo two times per calendar year for about 2
weeks each time and Sanyo will second 2 trainers to each of the
above subsidiaries two times per calendar year for about 2 weeks

each time.

This constitutes a connected transaction under the Listing Rules. The
Company has complied with the requirements set out in Chapter 14
of the Listing Rules in that newspaper announcements setting out
the details of this transaction were made on 20 February 2001 and
Il April 2002.

COMPLIANCE WITH THE CODE OF BEST PRACTICE
OF THE LISTING RULES

In compliance with the requirement under Rule 14 of the Code of Best
Practice setting out in Appendix 14 of the Listing Rules, the Company has
established in September 1999 an Audit Committee comprising two
independent non-executive directors, Mr. Hsu Shin-Chun and Mr. Katsuo
Ko.The latest meeting of the committee was held to review the results of

the Group for the year

Throughout the year, the Company was in compliance with the Code of
Best Practice as set out in the Listing Rules except all directors of the
Company are not appointed for a specific term as they are subject to
retirement by rotation in accordance with the Company’s Articles of

Association.

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.
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AUDITORS

The financial statements have been audited by Moores Rowland, who

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

By order of the board
Wei Ing-Chou

Chairman

Tianjin, the PRC, 26 April 2002
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