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DEFINITIONS
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In this circular, the following expressions have the following meanings unless the context otherwise
requires:

“associate(s)” or have the same meanings ascribed thereto in the Listing Rules
“connected person(s)” or
“substantial shareholder(s)” or
“controlling shareholder(s)”

“Board” the board of Directors of the Company

“BVI” British Virgin Islands

“Centurion” or “Independent Centurion Corporate Finance Limited, a deemed licensed
Financial Adviser” corporation under the SFO permitted to engage in types 1, 4, 6,

9 of the regulated activities as defined in the SFO, being the
independent financial adviser appointed by the Company to
advise the Independent Board Committee and the independent
Shareholders

“COFCO BVI” COFCO (BVI) No. 30 Limited, a company incorporated in the
BVI and a wholly-owned subsidiary of the Company

“COFCO Greatwall” COFCO Greatwall Winery (Yantai) Co., Ltd. 
( ) , formerly known as Yantai COFCO Winery

Co., Ltd. , established in the PRC
and is owned as to 60% by COFCO BVI and as to 40% by
Golden Fan

“COFCO Wines” COFCO Wines and Spirits Co., Ltd. , a
wholly foreign-owned enterprise established in the PRC and a
wholly-owned subsidiary of the Company

“Company” COFCO International Limited, a company incorporated in
Bermuda with limited liability, the Shares of which are listed
on the Main Board of the Stock Exchange

“Connected and Discloseable the transactions contemplated under the Golden Fan Agreement
Transactions” or “Transactions” and the Yantai Greatwall Agreement, and “Transaction” shall

be taken to mean either of them, as the context requires

“Directors” the directors of the Company

“First Channel” First Channel International Limited, a company incorporated
in the BVI beneficially owned by the Guarantors
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“Golden Fan” Golden Fan Limited, a company incorporated in the BVI, a
wholly-owned subsidiary of First Channel and a substantial
shareholder of COFCO Greatwall

“Golden Fan Agreement” the conditional agreement between COFCO BVI, First Channel
and the Guarantors in relation to the sale and purchase of the
entire issued share capital of Golden Fan dated 27 March 2006

“Group” the Company and its subsidiaries

“Guarantors” Mr Chen Yun Chang, Ms Chen Lei and Mr Jiang Hong Jun

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“Hong Kong” the Special Administrative Region of Hong Kong

“Independent Board Committee” an independent committee of the Board established for the
purpose of reviewing the Transactions, comprising Stephen
Edward Clark, Tan Man Kou and Francis Yuen Tin Fan, all of
whom are independent non-executive Directors

“Latest Practicable Date” 12 April 2006, the latest practicable date prior to the printing of
this circular for the purpose of ascertaining certain information
contained therein

“Listing Rules” the Rules Governing the Listing of Securities on the Stock
Exchange

“Navavalley Joint Venture” COFCO Navavalley Jundung Vineyard Co., Ltd. 
, a foreign invested joint venture

established in the PRC by Shandong Longhua Company and
COFCO BVI

“PRC” or “China” the People’s Republic of China

“Relevant Administration Yantai Administration of Industry and Commerce
of Industry & Commerce”

“Relevant Approval Authority” Yantai Bureau of Foreign Trade and Economic Cooperation

“RMB” Renminbi, the lawful currency of the PRC

“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)
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“Shandong Longhua Company” Shandong Longhua Investment Company Limited 
, formerly known as Yantai Longhua Investment

and Development Company Limited 
, is a company established in the PRC and a substantial

shareholder of Yantai Greatwall

“Share(s)” the ordinary shares of the Company, being the share(s) of HK$
0.10 each in the share capital of the Company

“Shareholder(s)” holder(s) of the Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Wide Smart” Wide Smart Holdings Limited, the controlling Shareholder of
the Company

“Yantai Greatwall” Yantai Greatwall Wines and Spirits Co., Ltd. 
, a company established in the PRC and is owned as to

60% by COFCO Wines and as to 40% by Shandong Longhua
Company

“Yantai Greatwall Agreement” the conditional agreement between COFCO Wines and
Shandong Longhua Company in relation to the transfer of 40%
equity interest in Yantai Greatwall dated 27 March 2006

Note: In this circular, except for the considerations under the Golden Fan Agreement and the Yantai Greatwall Agreement

and the purchase price paid by Golden Fan to Shandong Longhua Company under the equity transfer agreement

dated 28 November 2005 where the exchange rate for HK$ to RMB of 1.04 is used, RMB has been translated into

Hong Kong dollars at the rate of HK$1=RMB1.06 for reference purpose.



LETTER FROM THE BOARD

– 4 –

18 April 2006

Executive Directors: Registered Office:

Ning Gaoning (Chairman) Clarendon House

Liu Fuchun (Vice Chairman) 2 Church Street

Qu Zhe (Managing Director) Hamilton HM 11

Xue Guoping Bermuda

Liu Yongfu

Yu Xubo Head office:

33rd Floor, Top Glory Tower

Independent Non-Executive Directors: 262 Gloucester Road

Stephen Edward Clark Causeway Bay

Tan Man Kou Hong Kong

Francis Yuen Tin Fan

To the Shareholders,

Dear Sir or Madam,

CONNECTED AND DISCLOSEABLE TRANSACTIONS

1. INTRODUCTION

Reference is made to the Company’s announcement dated 27 March 2006 regarding the Golden
Fan Agreement and the Yantai Greatwall Agreement entered into (inter alia) by COFCO BVI
and COFCO Wines respectively.

The purpose of this circular is to provide you with the particulars of the Transactions, a letter
from the Independent Board Committee in relation to the Transactions and a letter from the
Independent Financial Adviser in relation to the Transactions.
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2. TRANSACTIONS

2.1 Golden Fan Agreement

(a) Date

27 March 2006

(b) Parties

COFCO BVI, as the purchaser;
First Channel, as the vendor;
Mr Chen Yun Chang, as one of the Guarantors;
Ms Chen Lei, as one of the Guarantors; and
Mr Jiang Hong Jun, as one of the Guarantors.

Pursuant to the Golden Fan Agreement, the Guarantors will jointly and severally
guarantee the obligations of First Channel under the Golden Fan Agreement.

(c) Assets Involved

Pursuant to the Golden Fan Agreement, First Channel will transfer the entire issued
share capital of Golden Fan to COFCO BVI.

Golden Fan, an investment holding company incorporated in the BVI for the purpose
of holding the 40% of the equity interest in COFCO Greatwall acquired from
Shandong Longhua Company by an equity transfer agreement dated 28 November
2005. Such equity transfer was approved by the Relevant Approval Authority in
the PRC on 25 January 2006 and a new business licence of COFCO Greatwall was
issued on 14 February 2006 to reflect such change. Accordingly, the equity interest
of COFCO Greatwall is currently held as to 60% by COFCO BVI and 40% by
Golden Fan. COFCO Greatwall engages in the business of producing, selling and
distributing wine under the “Greatwall” brand and other grape-based beverage,
juice and the growing of grapes at its base in Yantai. It does not have any
subsidiaries.

By acquiring the entire issued share capital in Golden Fan, COFCO BVI will,
upon completion of the Golden Fan Agreement, hold the entire equity interest in
COFCO Greatwall and COFCO Greatwall will be wholly owned by the Company.
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(d) Consideration

RMB 309,000,000, payable in HK$ by four installments as follows:

Installment: The HK$ equivalent of RMB,
unless otherwise stated (note 1)

A deposit, payable within RMB 40,144,000(equivalent to HK$
3 working days from the date 38,600,000)
of the Golden Fan Agreement

The first installment, within 60% of the Purchase Price Balance (note 2)
7 working days from the completion
of the Golden Fan Agreement

The second installment, within 30% of the Purchase Price Balance (note 2)
3 months from the date when
the first installment is paid

The third installment, within 10% of the Purchase Price Balance (note 2)
6 months from the date when
the second installment is paid

note 1: unless otherwise stated, the amount payable for each installment is expressed in RMB

and is converted into HK$ on the basis of the bid rate of the closing exchange rate of

HK$ to RMB as announced by the Bank of China on the due date of each installment

note 2: the Purchase Price Balance is RMB268,856,000 being the consideration of the Golden

Fan Agreement less the deposit (being RMB 40,144,000)

As at the Latest Practicable Date, COFCO BVI has paid HK$38,600,000, being
the deposit payable under the Golden Fan Agreement, to First Channel.

(e) Completion

The Golden Fan Agreement will complete within three working days of the
following conditions (among others) being satisfied or otherwise waived by COFCO
BVI (except for (d) below): (a) the irrevocable and unconditional discharge and
release from certain claims, guarantee and credit transactions; (b) the termination
of certain contracts and commercial arrangements referred to in the Golden Fan
Agreement; (c) registration of the transfer under the Yantai Greatwall Agreement;
and (d) the Company obtaining the independent Shareholders’ approval in
connection with the Golden Fan Agreement, if applicable. As at the Latest
Practicable Date, all of the above applicable conditions have yet to be satisfied.
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Pursuant to the Golden Fan Agreement, unless the parties agree otherwise the
parties must complete the Golden Fan Agreement within 3 months from the date
of such agreement, failing which COFCO BVI is entitled to rescind such agreement
and have the deposit refunded.

(f) Guarantee

Upon signing the Golden Fan Agreement, First Channel and the Guarantors have
agreed to procure Shandong Longhua Company to provide with COFCO BVI a
guarantee on the same date whereby Shandong Longhua Company will guarantee
the obligation of First Channel to refund the deposit payable by COFCO BVI
under the Golden Fan Agreement, in the event that the completion of the Golden
Fan Agreement does not take place.

(g) Appropriation of Profit

Pursuant to the Golden Fan Agreement, Shandong Longhua Company, the
predecessor of Golden Fan, is entitled to 40% of the distribution of profit attributable
to COFCO Greatwall from January 2005 to October 2005 (being proportional to
its former equity interest in COFCO Greatwall) and COFCO BVI is exclusively
entitled to the distribution of all the profits of COFCO Greatwall from November
2005 onwards (inclusive).

(Note: COFCO BVI is entitled to 60% of the distribution of profits attributable to COFCO Greatwall

from January 2005 to October 2005, being proportional to its equity interest in COFCO Greatwall

during the same period.)

(h) Connected Person

Golden Fan is a substantial shareholder of COFCO Greatwall, a non-wholly owned
subsidiary of the Company, and is therefore a connected person of the Company
within the meaning of Chapter 14A of the Listing Rules. By virtue of being the
sole shareholder of Golden Fan, First Channel is an associate of Golden Fan, and
accordingly, a connected person of the Company.

(i) Information about COFCO BVI and First Channel

COFCO BVI, an investment holding company incorporated in the BVI which is
wholly owned by the Company, currently owns 60% equity interest in COFCO
Greatwall.

First Channel, an investment holding company incorporated in the BVI for the
purpose of holding the entire issued capital in Golden Fan, is owned as to 85% by
Mr Chen Yun Chang, 10% by Ms Chen Lei and 5% by Mr Jiang Hong Jun. Golden
Fan currently owns 40% equity interest in COFCO Greatwall.
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2.2 Yantai Greatwall Agreement

(a) Date

27 March 2006

(b) Parties

COFCO Wines as the purchaser; and

Shandong Longhua Company as the vendor.

(c) Assets Involved

Pursuant to the Yantai Greatwall Agreement, Shandong Longhua Company will
transfer its 40% equity interest in Yantai Greatwall to COFCO Wines.

Yantai Greatwall, a company established in accordance with the PRC law, is owned
as to 60% by COFCO Wines and as to 40% by Shandong Longhua Company.
Yantai Greatwall engages in the business of selling and distributing wine under
the “Greatwall” brand and other grape-based beverage and juice. It does not have
any subsidiaries.

COFCO Wines, a wholly foreign-owned enterprise established in accordance with
the PRC law, is a wholly-owned subsidiary of the Company. Upon completion of
the Yantai Greatwall Agreement, COFCO Wines will hold the entire equity interest
in Yantai Greatwall and Yantai Greatwall will be wholly owned by the Company.

(d) Consideration

RMB 1,000,000, payable within 3 working days of all the conditions for payment
being satisfied, and in any event, not more than 3 months from the date of the
Yantai Greatwall Agreement. Such conditions include, among others, (a) the
irrevocable and unconditional discharge and release from certain claims, guarantee
and credit transactions; (b) the termination of certain contracts and commercial
arrangements referred to in the Yantai Greatwall Agreement; and (c) the Company
obtaining the independent Shareholders’ approval in connection with the Yantai
Greatwall Agreement, if applicable. As at the Latest Practicable Date, all of the
above applicable conditions have yet to be satisfied.

(e) Registration of transfer

The parties will proceed to register the transaction with the Relevant Administration
of Industry and Commerce within 5 working days from the date the consideration
is paid. The registration of transfer is a condition precedent to the completion of
the Golden Fan Agreement.
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(f) Connected Person

Shandong Longhua Company is a substantial shareholder of Yantai Greatwall, a
non-wholly owned subsidiary of the Company, and is therefore a connected person
of the Company within the meaning of Chapter 14A of the Listing Rules.

(g) Information about COFCO Wines and Shandong Longhua Company

COFCO Wines, a company established under the PRC law which is wholly owned
by the Company, currently owns 60% equity interest in Yantai Greatwall.

Shandong Longhua Company, an investment company, is engaged in the business
of winery, viniculture and technology, machinery products sales, research and
development of glass products, development of smart electronic products, real
estate development, management and lease through its subsidiaries. It is owned as
to 85% by Chen Yun Chang, 10% by Chen Lei and 5% by Jiang Hong Jun. It owns
40% equity interest in Yantai Greatwall.

Shandong Longhua Company entered into a joint venture agreement with COFCO
BVI on 12 January 2006 for the Navavalley Joint Venture, details of which were
disclosed in the Company’s announcement on 12 January 2006.

2.3 Basis of determining the Considerations of the Transactions

The considerations of the Golden Fan Agreement and Yantai Greatwall Agreement were
determined on an aggregate basis after arm’s length negotiation between the parties
involved and having considered the combined net book value of the 40% equity interests
in COFCO Greatwall and Yantai Greatwall as at 31 December 2004, the audited combined
net profit after tax of COFCO Greatwall and Yantai Greatwall for the year ended 31
December 2004, and prevailing price to earnings multiples of the industry comparables.

As at 31 December 2005, the combined net asset value attributable to the 40% equity
interests in COFCO Greatwall and Yantai Greatwall was approximately RMB 60,576,711
(approximately HK$57,147,841), as extracted from the respective audited accounts of
COFCO Greatwall and Yantai Greatwall of 2005 prepared in accordance with the PRC
GAAP.

The original cost of purchase of the 40% equity interest in COFCO Greatwall is
HK$38,600,000 (equivalent to RMB40,144,000), being the purchase price paid by Golden
Fan to Shandong Longhua Company under the equity transfer agreement dated 28
November 2005. The portion of registered capital contributed by Shandong Longhua
Company to COFCO Greatwall was RMB25,600,000 (approximately HK$24,150,943).
The original cost of purchase of the 40% equity interest in Yantai Greatwall is
RMB400,000 (approximately HK$377,358), being the portion of registered capital
contributed by Shandong Longhua Company to Yantai Greatwall.
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The net profit attributable to the 40% equity interests in COFCO Greatwall and Yantai
Greatwall, as extracted from the respective audited accounts of COFCO Greatwall and
Yantai Greatwall of 2004 and 2005 both prepared in accordance with the PRC GAAP,
are set out in the following table:

net profit of the net profit of the
year ended 31 December 2004 year ended 31 December 2005

COFCO Yantai COFCO Yantai
Greatwall Greatwall Greatwall Greatwall

before tax and RMB10,127,500 RMB21,215,476 RMB9,408,778 RMB27,657,790
extraordinary items (HK$9,554,245) (HK$20,014,600) (HK$8,876,206) (HK$26,092,255)

after tax and RMB10,388,283 RMB14,214,369 RMB9,401,418 RMB18,208,139
extraordinary items (HK$9,800,267) (HK$13,409,782) (HK$8,869,262) (HK$17,177,490)

Based on the representations of First Channel and the Guarantors in the Golden Fan
Agreement and to the best knowledge of the Directors, (i) as at the date of the Golden
Fan Agreement, Golden Fan does not have any liabilities or assets, other than its 40%
equity interest in COFCO Greatwall; and (ii) no profit or loss has been recorded in relation
to Golden Fan since its incorporation date.

The payment of the consideration by COFCO BVI and COFCO Wines for the Transactions
will be funded by internal sources.

2.4 Possible Financial Effects of the Transactions

Earnings

COFCO Greatwall and Yantai Greatwall were consolidated into the Company’s accounts
for the year ended 31 December 2005 as 60% owned subsidiaries of the Company.
Following the completion of the Transactions, they will be consolidated as wholly owned
subsidiaries of the Company. Accordingly, the earnings attributable to COFCO Greatwall
and Yantai Greatwall will be reflected in the accounts of the Company on a 100% basis.

The audited consolidated turnover and net profit attributable to Shareholders of the
Company for the year ended 31 December 2005 were approximately HK$17,587.6 million
and HK$429.2 million respectively. The combined net profit after tax of COFCO Greatwall
and Yantai Greatwall for the year ended 31 December 2005 was approximately
RMB69,023,893 (approximately HK$65,116,880). The combined net profit after tax of
COFCO Greatwall and Yantai Greatwall accounted for in the Group’s audited consolidated
accounts for the year ended 31 December 2005 (i.e., the combined net profit after tax
attributable to the 60% equity interests in COFCO Greatwall and Yantai Greatwall) was
approximately RMB41,414,336 (approximately HK$39,070,128).
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Based on the closing share price of HK$5.05 on 12 April 2006 and the Company’s earnings
per Share of HK$0.244 for the year ended 31 December 2005, the Shares of the Company
are trading on a historical price-earnings multiple of approximately 20.7 times. The
proposed acquisition of the remaining 40% equity interests in COFCO Greatwall and
Yantai Greatwall, at a historical price-earnings multiple of approximately 11.2 times as
set out above, is likely to further enhance the overall profitability of the Group which
should have a positive impact on its earnings and ultimately, the price-earnings multiples
as commanded by the Shares.

Assets

As at 31 December 2005, the Group’s audited consolidated net asset attributable to
Shareholders was approximately HK$4,686 million. As at 31 December 2005, the
combined net asset value of COFCO Greatwall and Yantai Greatwall on a 40% basis and
a 100% basis were approximately RMB60,576,711 (approximately HK$57,147,841) and
RMB151,441,778 (approximately HK$142,869,602) respectively.

Given that the precise amount of goodwill arising from the Transactions will only be
available based on the net asset value of COFCO Greatwall and Yantai Greatwall on the
completion date of the Transactions, for illustration purpose only and based on 40% of
the combined net asset value of COFCO Greatwall and Yantai Greatwall of approximately
RMB60,576,711 (approximately HK$57,147,841) as at 31 December 2005, the aggregate
consideration of the Transactions would result in a goodwill of approximately RMB249
million (approximately HK$235 million) (such goodwill is subject to change following
completion of the Transactions).

Under the current Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants, the goodwill arising from the Transactions, in
the absence of any impairment, would not be required to be automatically amortized
over a period of time. Accordingly, the goodwill arising from the Transactions will not
have any material impact on the overall net assets of the enlarged Group following
completion of the Transactions.

Liabilities

The payment of the consideration by COFCO BVI and COFCO Wines for the Transactions
will be funded by internal resources of the Group and as such, the Company does not
expect there will be any impact on the overall liabilities of the Group as a result of the
Transactions.

Save as disclosed above, the Directors do not anticipate that the earnings, assets and
liabilities of the Group will be materially affected by the Transactions.
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2.5 Reasons and Benefits of the Transactions

The Company has five food related core businesses including the production and sale of
wines. The Directors (including the independent non-executive Directors whose view is
set out in the section headed “Letter from the Independent Board Committee” in this
circular) consider that the terms of the Golden Fan Agreement and the Yantai Greatwall
Agreement are on normal commercial terms, and are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

The acquisition of the remaining 40% interests in COFCO Greatwall and Yantai Greatwall
held by Golden Fan and Shandong Longhua Company respectively enables the Company
to obtain the full ownership of such entities on terms it considers to be appropriate. With
full management control of COFCO Greatwall and Yantai Greatwall after the completion
of the Transactions, the Group would have full control of its all key wineries in the PRC,
including China Great Wall Wine Co., Ltd., and COFCO Huaxia Greatwall Wine Co.,
Ltd.. The Directors believe that there will be synergy effect among these wineries after
the completion of the Transactions with centralized management, sales and marketing of
Greatwall wine under the “Greatwall” brand which the Group has an exclusive right to
use.

The Board would recommend that the independent Shareholders vote in favour of the
Transactions if a Shareholders’ meeting were to be convened to approve the Transactions.

3. LISTING RULES IMPLICATIONS

When the Transactions contemplated under the Golden Fan Agreement and Yantai Greatwall
Agreement are aggregated for the purpose of computing the applicable percentage ratios pursuant
to Rule 14.04(9) of the Listing Rules, the percentage ratio of the Transactions exceeds 5%.
Therefore, the Transactions are subject to the reporting, announcement and independent
Shareholders’ approval requirement under Chapter 14A of the Listing Rules and the disclosure
requirements under Chapter 14 of the Listing Rules.

Each of First Channel, the Guarantors and Shandong Longhua Company has confirmed to the
Company that neither it/he/she nor its/his/her associates have any interest in any shares of the
Company giving the right to attend and vote at general meetings of the Company. As such,
none of the Shareholders of Company is required to abstain from voting on the Transactions if
the Company were to convene a general meeting for approving the Transactions.

Wide Smart, the controlling Shareholder of the Company with a beneficial interest in
1,054,810,949 Shares representing approximately 59.89% of the issued share capital of the
Company, has given a written shareholder’s approval as required under Rule 14A.43 approving
the Transactions. On the basis of such approval, the Stock Exchange has granted a waiver to
the Company from strict compliance with the requirement to hold a Shareholder’s meeting to
approve the Transactions.
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4. GENERAL

The Company is an investment holding company and its subsidiaries are principally engaged
in food processing and related businesses which include edible oils, soyabean meal and related
products; wineries; confectionery; trading; and flour milling.

5. ADDITIONAL INFORMATION

The Independent Board Committee comprising the three independent non-executive Directors
has been established to consider the terms of the Transactions, and advise the independent
Shareholders with regard to the Transactions. In addition, Centurion has been appointed as the
independent financial adviser to advise the Independent Board Committee, on whether the
terms of the Transactions are on normal commercial terms and are fair and reasonable and in
the interests of the Company and its Shareholders as a whole.

Your attention is drawn to the letter from the Independent Board Committee, the letter of advice
received from Centurion as independent financial adviser and the general information in this
circular.

By Order of the Board
COFCO International Limited

Qu Zhe
Managing Director
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18 April 2006

To the Shareholders,

Dear Sir or Madam,

CONNECTED AND DISCLOSEABLE TRANSACTIONS

We have been appointed as the Independent Board Committee to advise you in connection with the
Transactions, details of which are set out in the letter from the Board contained in the circular to the
Shareholders dated 18 April 2006 (the “Circular”), of which this letter forms part. Terms defined in
the Circular shall have the same meanings when used herein unless the context otherwise requires.

Centurion has been appointed as the independent financial adviser to consider and advise the
Independent Board Committee and the independent Shareholders in respect of the terms of the Golden
Fan Agreement and the Yantai Greatwall Agreement.

Having considered the terms of the Golden Fan Agreement and the Yantai Greatwall Agreement, the
fact that the Transactions were negotiated between the parties at arm’s length, and the advice of
Centurion in relation thereto as set out on pages 15 to 27 of the Circular, we are of the opinion that the
terms of the such agreements are normal commercial terms and are fair and reasonable and in the
interests of the Company and its Shareholders taken as a whole. We therefore recommend the
independent Shareholders to vote in favour of the Golden Fan Agreement, the Yantai Greatwall
Agreement and the Transactions contemplated thereunder if a Shareholders’ meeting were to be
convened to approve the Transactions. Your attention is drawn to the letter from the Board and the
letter from the Independent Financial Adviser set out in the Circular.

Yours faithfully,
For and on behalf of the

Independent Board Committee of
COFCO International Limited

Stephen Edward Clark Tan Man Kou

Francis Yuen Tin Fan
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The following is the text of the letter of advice to the Independent Board Committee and the independent Shareholders

from Centurion dated 18 April 2006 for incorporation in this circular:—

18 April 2006

To the Independent Board Committee and
the independent Shareholders of COFCO International Limited

Dear Sirs,

CONNECTED AND DISCLOSEABLE TRANSACTIONS

INTRODUCTION

We have been engaged to advise the Independent Board Committee and the independent Shareholders
with respect to the terms and conditions of the Transactions contemplated under the Golden Fan
Agreement and Yantai Greatwall Agreement, details of which are contained in the “Letter From The
Board” set out from pages 4 to 13 of the circular dated 18 April 2006 to the Shareholders (“Circular”)
of which this letter forms a part. We have been appointed to give an opinion as to whether the terms
and conditions of the Transactions under the Golden Fan Agreement and Yantai Greatwall Agreement
are normal commercial terms, and are fair and reasonable and in the interests of the Company and its
Shareholders as a whole. Capitalised terms used in this letter shall have the same meanings as defined
in the Circular unless the context otherwise requires.

The Company announced on 27 March 2006 the entering into the Golden Fan Agreement and the
Yantai Greatwall Agreement and for the reasons set out in the “Letter From The Board”, the
Transactions constitute connected and discloseable transactions of the Company under the Listing
Rules. As such, the Golden Fan Agreement and Yantai Greatwall Agreement were subject to the
approval of the independent Shareholders by way of poll at a meeting of the Shareholders. As no
Shareholder is required to abstain from voting if the Company were to convene a general meeting for
approving the Transactions contemplated under the Golden Fan Agreement and Yantai Greatwall
Agreement, an application has been made to the Stock Exchange for a waiver, which has since been
granted, from the strict compliance with the requirement to hold a general meeting to approve the
Transactions on the basis of a written independent Shareholders’ approval given in accordance with
Rule 14A.43 of the Listing Rules by Wide Smart, the 59.89% controlling Shareholder of the Company.
In this regard, please refer to the section headed “Listing Rules Implications” set out in the “Letter
From The Board” for further details.

The Independent Board Committee has been formed to advise the independent Shareholders in relation
to the terms and conditions of the Transactions under the Golden Fan Agreement and the Yantai
Greatwall Agreement.

7th Floor, Duke Wellington House Telephone : (852) 2525 2128
14-24 Wellington Street 14-24 (852) 2525 6026
Central, Hong Kong 7 Facsimile : (852) 2537 7622
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BASIS OF OUR OPINION

In formulating our opinion and recommendation, we have relied on the accuracy of the information,
opinions and representations contained in the Circular and other documents (including but not limited
to the Golden Fan Agreement and the Yantai Greatwall Agreement) which have been provided to us
by the executive Directors and for which they take full responsibility. We have also assumed that all
statements, information, opinions and representations made or referred to in the Circular were true at
the time they were made and continued to be true at the date of the Circular. We have also assumed
that all statements of belief, opinions and intention made by the Directors in the Circular are reasonably
made after due and careful enquiries.

In respect of the financial positions of each of the Group, COFCO Greatwall and Yantai Greatwall,
we have relied principally on their respective audited and/or unaudited consolidated financial
statements, all prepared by the Company and for which the Directors take full responsibility. We
have also sought and obtained confirmation from the Company that no material facts have been
omitted from the information provided and/or referred to in the Circular.

We have no reason to doubt the truth, accuracy and completeness of the information and representations
provided to us by the Directors. We consider that we have reviewed sufficient financial information
to enable us to reach an informed view and to justify reliance on the accuracy of the financial
information of the Group as contained in the Circular. We have not, however, conducted any form of
independent or in-depth investigation into the businesses and affairs of the prospects of the Group,
COFCO Greatwall and Yantai Greatwall, or any of their respective subsidiaries or associates, nor
have we independently verified any of the information supplied to us.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our recommendation, we have taken into consideration the following principal factors
and reasons:

1. BACKGROUND

1.1 Information of the Group and its wine business

The Group is principally engaged in food processing and related businesses which include
five food-related core businesses, details of which are set out below. For the year ended
31 December 2005, turnover of the Group amounted to HK$17,588 million, the breakdown
of such turnover by the five core business activities is as follows:
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Table A (Breakdown of turnover by core businesses)

Types of activities Turnover in HK$ %

Edible oils, soya bean meal
and related produces 11,871 million 68

Wineries 1,527 million 9
Confectionery 381 million 2
Trading 3,205 million 18
Flour milling 604 million 3

Total HK$17,588 million 100.0

Out of the HK$17,588 million turnover, audited segment results, which represent operating
profit before tax for business segments, amounted to HK$641 million, a summary of
such operating profit on a business segments basis and their respective profit margins are
as follows:

Table B (Summary of operating profit before tax by business segments
and their respective profit margins)

Segment results Segments’ Profit
Types of activities in HK$ % Margin

Edible oils, soya bean meal
and related produces 154 million 24% 1%

Wineries 293 million 46% 19%
Confectionery 25 million 4% 7%
Trading 171 million 27% 5%
Flour Milling 15 million 2% 3%
Corporate and others (17) million (3)% NA

Total HK$641 million 100%

Whilst the wine business of the Group attributed HK$1,527 million (or approximately
9%) to the overall HK$17,588 million turnover of the Group, it accounted for 46% of the
Group’s audited segment results for its business segments for the year ended 31 December
2005. The profit margin of the wine business was approximately 19%, the highest among
the five core business activities of the Group. The Group’s wine business mainly consists
of the production and sales of wines in the PRC under the “Greatwall” brand name and
the aforesaid HK$1,527 million turnover attributable to wineries represented an increase
of 31% from the previous year ended 31 December 2004.

As set out in the Company’s latest annual report dated 6 April 2005, during 2004, the
“Greatwall” brand was recognized by the Trademark Office of the State Administration
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for Industry and Commerce in the PRC as a “Well-known Trademark in the PRC”, thus
formally receiving well-known brand-name protection from the PRC’s trademark
authorities. This has helped the Company to combat counterfeiters, as well as further
establishing the “Greatwall” brand name of wines, which has a market share of some
37% in the PRC wine market.

There are two other leading brands and manufacturers of grape wine products in the
PRC competing with the “Greatwall” brand and their respective turnovers are as follows:—

1. Yantai Changyu (Audited turnover: approximately RMB1,686 million for
Pioneer Wine Co the year ended 31 December 2005)

2. Dynasty (Audited turnover: RMB853 million for the year ended
31 December 2004 and turnover of RMB512 million for
the 6-month period ended 30 June 2005)

The Group currently licensed the “Greatwall” brand name to all three of its manufacturers
of grape wines, namely COFCO Greatwall, China Great Wall Wine Co., Ltd., and COFCO
Huaxia Greatwall Wine Co., Ltd.. Following completion of the Golden Fan Agreement
and the Yantai Greatwall Agreement, the Group will have full control of all of its key
wineries in the PRC. This should enable the Group to better compete with the
abovementioned two major competitors, in particular, with Yantai Changyu Pioneer Wine
Co. The “Greatwall” and the aforesaid two brands currently dominate the wine market in
the PRC.

Per capita wine consumption in the PRC is considered low by western standards and as
a growing number of consumers in the PRC are becoming more affluent, together with
the changing drinking habits from hard liquor to wine, wine consumption is expected to
increase on a per capita basis. Currently, domestic wine brands dominate the PRC wine
market but such dominance is not expected to remain unchallenged. With PRC’s entry
into the World Trade Organization, tariffs on imported wines have been decreasing over
the past years and competition from imported brand wines is also expected to increase. It
is against this backdrop that the Group has to position itself to maintain its competitive
advantage in the PRC wine marketplace.

1.2 COFCO Greatwall

COFCO Greatwall is owned as to 40% by Golden Fan and 60% by the Company. Prior to
the completion of the Golden Fan Agreement, First Channel, the vendor, owns all the
issued share capital in Golden Fan. Pursuant to the Golden Fan Agreement, First Channel
will transfer the entire issued share capital of Golden Fan to COFCO BVI and following
completion of the Golden Fan Agreement, the Company will through COFCO BVI, hold
the entire equity interest in COFCO Greatwall, which will become a wholly-owned
subsidiary of the Company.
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First Channel is an investment holding company incorporated in the BVI for the purpose
of holding the entire issued capital in Golden Fan and is owned as to 85% by Mr. Chen
Yun Chang, 10% by Ms. Chen Lei and 5% by Mr. Jiang Hong Jun. Golden Fan currently
owns 40% equity interest in COFCO Greatwall.

COFCO Greatwall engages in the business of producing, selling and distributing wine
under the “Greatwall” brand and other grape-based beverage, juice and the growing of
grapes at its base in Yantai. It does not have any subsidiaries. For more details on COFCO
Greatwall, please refer to the “Letter From The Board”.

As extracted from the audited accounts of COFCO Greatwall prepared under PRC GAAP,
for each of the three years ended 31 December 2005, turnover, net profit after tax and
EBITDA (earnings before interest, tax, depreciation and amortization) are summarized
in the table below:—

Table C (Summary of turnover, net profit after tax and EBITDA of COFCO Greatwall)

For the year ended 31 December 2005 31 December 2004 31 December 2003

Turnover RMB246,241,963 RMB196,322,963 RMB180,547,836
(HK$232,303,739) (HK$185,210,342) (HK$170,328,147)

Net profit after tax RMB23,503,545 RMB25,970,705 RMB24,042,191
(HK$22,173,156) (HK$24,500,665) (HK$22,681,312)

EBITDA RMB33,134,739 RMB33,362,530 RMB38,988,131
(HK$31,259,188) (HK$31,474,085) (HK$36,781,256)

Audited net assets of COFCO Greatwall as at 31 December 2005, 2004 and 2003 were
RMB99,694,745 (HK$94,051,646), RMB99,470,650 (HK$93,840,236) and
RMB94,071,566 (HK$88,746,760) respectively.

1.3 Yantai Greatwall

Yantai Greatwall, a company established in accordance with the PRC law, is owned as to
60% by COFCO Wines and as to 40% by Shandong Longhua Company. Yantai Greatwall
engages in the business of selling and distributing wine under the “Greatwall” brand and
other grape-based beverage and juice. It does not have any subsidiaries.

COFCO Wines, a wholly foreign-owned enterprise established in accordance with the
PRC law, is a wholly-owned subsidiary of the Company. Upon completion of the Yantai
Greatwall Agreement, COFCO Wines will hold the entire equity interests in Yantai
Greatwall and Yantai Greatwall will be wholly-owned by the Company.
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As extracted from the audited accounts of Yantai Greatwall prepared under PRC GAAP,
for each of the three years ended 31 December 2005, turnover, net profit after tax and
EBITDA (earnings before interest, tax, depreciation and amortization) are summarised
in the table below:—

Table D (Summary of turnover, net profit after tax and EBITDA of Yantai Greatwall)

For the year ended 31 December 2005 31 December 2004 31 December 2003

Turnover RMB357,722,976 RMB283,586,373 RMB124,659,671
(HK$337,474,506) (HK$267,534,314) (HK$117,603,463)

Net profit after tax RMB45,520,348 RMB35,535,922 RMB16,730,931
(HK$42,943,725) (HK$33,524,455) (HK$15,783,897)

EBITDA RMB69,318,868 RMB53,075,388 RMB25,196,670
(HK$65,395,159) (HK$50,071,121) (HK$23,770,443)

Audited net assets of Yantai Greatwall as at 31 December 2005, 2004 and 2003 were
RMB51,747,033 (HK$48,817,956), RMB38,209,015 (HK$36,046,241) and
RMB17,730,931 (HK$16,727,293) respectively.

1.4 Information about Shandong Longhua Company

Shandong Longhua Company, an investment company, is engaged in the business of
winery, viniculture and technology, machinery products sales, research and development
of glass products, development of smart electronic products, real estate development,
management and lease through its subsidiaries. It is owned as to 85% by Mr. Chen Yun
Chang, 10% by Ms. Chen Lei and 5% by Mr. Jiang Hong Jun. It owns 40% equity interest
in Yantai Greatwall.

Shandong Longhua Company has entered into a joint venture agreement with COFCO
BVI on 12 January 2006 for the Navavalley Joint Venture, details of which were disclosed
in the Company’s announcement on 12 January 2006. As such, following completion of
each of the Golden Fan Agreement and Yantai Greatwall Agreement, Shandong Longhua
Company will continue to be a joint venture partner of the Company in the winery business
in the PRC, that is, under the Navavalley Joint Venture.

2. THE GOLDEN FAN AGREEMENT AND THE YANTAI GREATWALL AGREEMENT

Golden Fan is a substantial shareholder of COFCO Greatwall, a non-wholly owned subsidiary
of the Company, and is therefore a connected person of the Company within the meaning of
Chapter 14A of the Listing Rules. By virtue of being the sole shareholder of Golden Fan, First
Channel is an associate of Golden Fan, and accordingly, a connected person of the Company.
Shandong Longhua Company is a substantial shareholder of Yantai Greatwall, a non-wholly
owned subsidiary of the Company, and is therefore a connected person of the Company within
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the meaning of Chapter 14A of the Listing Rules. As such, the entering into the Golden Fan
Agreement and the Yantai Greatwall Agreement, on an aggregate basis, constitute connected
and discloseable transactions of the Company under the Listing Rules.

2.1 Principal terms of the Golden Fan Agreement and the Yantai Greatwall Agreement

Pursuant to the Golden Fan Agreement, RMB309,000,000 (approximately
HK$297,115,385) is payable in Hong Kong dollars by four installments, details of which
are set out in the “Letter From The Board”. A deposit of HK$38,600,000 (equivalent to
RMB40,144,000) has already been paid to First Channel by COFCO BVI, which was
payable within 3 working days from the date of the Golden Fan Agreement. The
installment payment method is designed to better protect the interests of the Company
following completion of the Transactions and after the Company has had a chance to
gain a more precise understanding of the financial position of each of the COFCO
Greatwall and Yantai Greatwall. Completion of the Golden Fan Agreement is conditional
on, among other things, the registration of the transfer under the Yantai Greatwall
Agreement. As such, each of the Golden Fan Agreement and the Yantai Greatwall
Agreement is part and parcel with the other.

Under the Yantai Greatwall Agreement, RMB1,000,000 is payable within 3 working
days of all the conditions for payment being satisfied, and in any event, not more than 3
months from the date of the Yantai Greatwall Agreement. For details on the conditions
under the Yantai Greatwall Agreement and the Golden Fan Agreement respectively, please
refer to the “Letter From The Board”.

2.2 Consideration

Given that COFCO Greatwall is engaged in the business of producing, selling and
distributing wine under the “Greatwall” brand and other grape-based beverage, juice and
the growing of grapes at its base in Yantai and Yantai Greatwall is engaged in the business
of selling and distributing of such products produced by COFCO Greatwall, the operations
and profitability of these two companies should be considered on a combined basis as if
they were a single entity.

As set out in the “Letter From The Board”, the considerations of the Golden Fan
Agreement and the Yantai Greatwall Agreement were determined on an aggregate basis
after arm’s length negotiation between the parties involved and having considered the
combined net book value of the 40% equity interests in COFCO Greatwall and Yantai
Greatwall as at 31 December 2004, the audited combined net profit after tax of COFCO
Greatwall and Yantai Greatwall for the year ended 31 December 2004, and prevailing
price to earnings multiples of the industry comparables.

We also noted the original cost of purchase of HK$38,600,000 (equivalent to
RMB40,144,000) of the 40% equity interest in COFCO Greatwall by Golden Fan under
the equity transfer agreement dated 28 November 2005 and the original cost of purchase
of RMB400,000 (approximately HK$377,358) of the 40% equity interest in Yantai
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Greatwall, being the portion of the registered capital contributed by Shandong Longhua
Company. However, we do not consider such “original costs” relevant to our analysis, in
view of the fact that (i) the beneficial owners of First Channel (the vendor under the
Golden Fan Agreement) and Shandong Longhua Company are the same and thus, it
would appear to us that the transfer of the 40% equity interest in COFCO Greatwall by
Shandong Longhua Company to Golden Fan for HK$38,600,000 (equivalent to
RMB40,144,000) in 2005 was driven by an internal restructuring of the holding structure
for the 40% equity interest in COFCO Greatwall; and (ii) the aforesaid original cost of
registered capital of RMB400,000 (approximately HK$377,358) contributed by Shandong
Longhua Company to Yantai Greatwall does not reflect the underlying value of such
company.

We further are of the view that the latest audited accounts of COFCO Greatwall and
Yantai Greatwall respectively for the year ended 31 December 2005 (instead of the
accounts for the year ended 31 December 2004) should be used for our analysis as such
accounts represent the latest audited financial information. Based on 40% of the combined
net asset value of COFCO Greatwall and Yantai Greatwall of approximately
RMB60,576,711 (approximately HK$57,147,841) as at 31 December 2005, the aggregate
consideration also represents a premium to such book value of approximately 412%.
Notwithstanding such reference to book value, we concur with the Board that the reference
to the prevailing price to earnings multiples of the industry comparables is relevant to
our review as (i) it is market practice to approach valuation of such wine consumer
sector using the price to earnings multiple methodology; and (ii) the rationale of such
valuation methodology is that the “multiple” is used to reflect the risks associated with
maintainable earnings and future prospects. In view of the 3-year combined profit track
records of COFCO Greatwall and Yantai Greatwall set out in Table E below, we are of
the opinion that the price to earnings multiple approach is thus more applicable to the
proposed Transactions than the net asset value approach. The net asset value approach
would be more applicable to businesses with a particular emphasis on asset backing,
such as that of a property company or businesses which are not generating profit.

The aggregate total consideration payable under the Golden Fan Agreement and the Yantai
Greatwall Agreement is thus RMB310,000,000 (approximately HK$298,076,923) for
the acquisition of the 40% equity interests in COFCO Greatwall and Yantai Greatwall on
a combined basis, the financial highlights of which are summarized in the table below.

Table E (Financial highlights of COFCO Greatwall and
Yantai Greatwall on a combined 100% basis)

31 December 2005 31 December 2004 31 December 2003

Turnover RMB603,964,939 RMB479,909,336 RMB305,207,507
(HK$569,778,244) (HK$452,744,657) (HK$287,931,610)

Net profit after tax RMB69,023,893 RMB61,506,627 RMB40,773,121
(HK$65,116,880) (HK$58,025,120) (HK$38,465,208)

EBITDA RMB102,453,607 RMB86,437,918 RMB64,184,801
(HK$96,654,346) (HK$81,545,206) (HK$60,551,699)
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Based on the above combined net profit after tax and EBITDA, 40% of which were
RMB27,609,557 (approximately HK$26,046,752) and RMB40,981,443 (approximately
HK$38,661,739) respectively for the year ended 31 December 2005, the percentage
attributable to the equity portion to be acquired by the Group. On this 40% pro rata
basis, the aggregate consideration of RMB310,000,000 (approximately HK$298,076,923)
represents (i) a historical price-earnings multiple of approximately 11.2 times; and (ii) a
historical EBITDA multiple of 7.6 times.

2.3 Reasons for, effects and benefits of the proposed Transactions

The Company has five food related core businesses including the production and sale of
wines. The Directors consider that the terms of the Golden Fan Agreement and the Yantai
Greatwall Agreement are on normal commercial terms, and are fair and reasonable and
in the interests of the Company and the Shareholders as a whole. The acquisition of the
remaining 40% interests in COFCO Greatwall and Yantai Greatwall enables the Company
to obtain the full ownership of such entities on terms it considers to be appropriate. With
full management control of COFCO Greatwall and Yantai Greatwall after the completion
of the Transactions, the Group would have full control of all of its three key wineries in
the PRC. The Directors believe that there will be synergy effect among these wineries
after the completion of the Transactions with centralized management, sales and marketing
of Greatwall wines under the “Greatwall” brand which the Group has an exclusive right
to use.

We further noted from their respective audited accounts that over the past three years,
each of COFCO Greatwall and Yantai Greatwall had dividend out most of its retained
profits and in particular, the net asset value of COFCO Greatwall has been relatively
stable over the past two years, as nearly all of its net profits were distributed in the form
of dividends. The Company should have more flexibility in such dividend policy once it
has 100% control of each of COFCO Greatwall and Yantai Greatwall.

In light of the above, we are in concurrence with the reasons for and benefits of the
Transactions as cited by the Board.

3. CONSIDERATION AND COMPARABLE COMANIES

In assessing the fairness and reasonableness of the aggregate consideration payable under the
Golden Fan Agreement and the Yantai Greatwall Agreement, we have reviewed three locally
listed companies which are engaged in the grape wine or wine manufacturing business for
comparison. These three companies are Dynasty Fine Wines Group Limited (“Dynasty”), Loulan
Holdings Limited (“Loulan”) and Macro-Link International Holdings Limited (“Macro-Link”),
which represent all the locally listed comparable companies engaged in the grape wine
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manufacturing business. The following table summarises the key comparable factors of each
of these comparable companies:—

Table F (Market comparables in Hong Kong)

Closing
Comparable Share Price Market P/E Premium
companies on 12 April 2006 Cap. E.P.S. multiples N.A.V. to N.A.V.

Dynasty HK$3.45 HK$4,295 RMB0.20 18.3 RMB445.5 922%
(Stock code: 828) million million

Loulan HK$0.17* HK$68 RMB(0.124) N.A. RMB(8.6) N.A.
(Stock code: 8039) million million

Macro-Link HK$0.25 HK$287 HK$(0.0055) N.A. HK$76.5 275%
(Stock code: 472) million million

(* Note: share trading suspended since 27 January 2005)

In view of the limited number of comparable PRC-based wine manufacturing companies listed
on the Stock Exchange, we have also reviewed the PRC-based Yantai Changyu Pioneer Wine
group. The listed “A” shares (Stock code 000869) and “B” shares (Stock code: 200869) of
Yantai Changyu Pioneer Wine Company Limited (“Changyu”) are currently trading at (i) price-
earnings multiples of approximately 40.1 times and 31.9 times respectively (source: Shenzhen
Stock Exchange); and (ii) EBITDA multiples of approximately 15 and 24 times respectively,
which are considerably higher than the EBITDA multiple of 7.6 times commanded by the
consideration of RMB310,000,000 (approximately HK$298,076,923) under the Transactions.

We are of the view that Dynasty is the only comparable example in Hong Kong, given the
comparable wine business that it is engaged in. Dynasty is currently trading at a price-earnings
multiple of approximately 18.3 times as set out in the table above; and based on an estimated
EBITDA multiple of approximately RMB256 million, it is currently trading at approximately
18 times of its EBITDA multiple. The other two listed companies in Hong Kong are in our
view, less comparable as they are either too small in market capitalisation, or are not profitable
and in the case of Macro-Link, has businesses other than grape wine manufacturing and
distribution. In comparison, the current market capitalization of the Company is approximately
HK$8.9 billion.

Whilst the price-earnings and EBITDA multiples of Dynasty and Changyu are considerably
higher than that as represented by the aggregate consideration for the 40% equity interests in
COFCO Greatwall and Yantai Greatwall, there are differences and limitations in so far as the
above comparable examples are concerned, which are as follows:—

• It should be noted that the above comparable companies are trading on, among other
things, brand name premium whereas in the case of COFCO Greatwall and Yantai
Greatwall, the consideration does not include any brand premium as the “Greatwall”
brand was licensed to each of these two entities.
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• Whilst it may be argued that each of COFCO Greatwall and Yantai Greatwall may be
controlled as to 60% by the Company already, the 40% beneficial shareholders, namely
Mr. Chen Yun Chang, Ms. Chen Lei and Mr. Jiang Hong Jun, have retained a degree of
management control and the proposed acquisition of the 40% equity interests in COFCO
Greatwall and Yantai Greatwall will ensure such remaining management control be
effectively passed to the Group following completion. Whereas in the case of the
comparable companies listed on the Stock Exchange or in the PRC, no control premium
(neither management nor equity control) whatsoever is involved.

• The price to earnings multiples afforded to Changyu are for reference only as its “A” and
“B” shares are listed on the Shenzhen Stock Exchange whereas the Shares are listed on
the Stock Exchange.

Having considered the above analyses, and notwithstanding the limitations on using market
comparables as mentioned above, we are of the view that the aggregate consideration of
RMB310,000,000 (approximately HK$298,076,923) for the remaining 40% equity interest in
each of COFCO Greatwall and Yantai Greatwall, on the basis of the comparables, is fair and
reasonable and in the interests of the Company and the Shareholders as a whole.

4. POSSIBLE FINANCIAL EFFECTS

Prior to completion of the Transactions, the consolidated net profit of the Group accounted for
60% of the combined net profit of COFCO Greatwall and Yantai Greatwall, after adjusting
their respective 40% minority interests. As set out in the “Letter From The Board”, the acquisition
of the remaining 40% equity interests in COFCO Greatwall and Yantai Greatwall enables the
Company to obtain the full ownership of such entities on terms it considers to be appropriate.
As such, the financial performance of COFCO Greatwall and Yantai Greatwall will be accounted
for using the consolidation method under which the assets and liabilities, income and expenses
and cash flows of each of these two entities will be consolidated on a 100% basis and be
included in the relevant components of the consolidated accounts of the Group.

4.1 Earnings

Audited consolidated turnover and net profit attributable to Shareholders of the Company
for the year ended 31 December 2005 were approximately HK$17,587.6 million and
HK$429.2 million respectively. Prior to completion of the Transactions, the consolidated
turnover of the Group already included 100% of the combined turnovers of COFCO
Greatwall and Yantai Greatwall whereas the consolidated net profit of the Group accounted
for 60% of the combined net profit of these two subsidiaries, after adjusting their respective
40% minority interests. The combined net profit after tax for COFCO Greatwall and
Yantai Greatwall on a 100% basis for the two years ended 31 December 2004 and 2005
were approximately RMB61,506,627 (approximately HK$58,025,120) and approximately
RMB69,023,893 (approximately HK$65,116,880) respectively. As set out in this section
below, 40% of such net profit will be added to the “net earnings” of the enlarged Group
following completion of the Transactions.
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Based on the closing share price of HK$5.05 on 12 April 2006 and the Group’s earnings
per Share of HK$0.244 for the year ended 31 December 2005, the Company is trading
on a historical price-earnings multiple of approximately 20.7 times. The proposed
acquisition of the remaining 40% equity interests in COFCO Greatwall and Yantai
Greatwall, at a historical price-earnings multiple of approximately 11.2 times as set out
above, is likely to further enhance the overall profitability of the Group which should
have a positive impact on its earnings and ultimately, the price-earnings multiples as
commanded by the Shares. This is because adjustment in the consolidated profit and loss
accounts of the Company for the minority interests in each of COFCO Greatwall and
Yantai Greatwall will no longer be required as their respective results will be consolidated
on a 100% basis into the results of the Group, following completion of the Transactions.

4.2 Assets and liabilities

As at 31 December 2005, the Group’s audited consolidated net asset attributable to
Shareholders amounted to approximately HK$4,686 million, which included all the assets
and liabilities of COFCO Greatwall and Yantai Greatwall, with a 40% minority interest
on such assets and liabilities on the consolidated balance sheet. As set out above, the
combined net assets of COFCO Greatwall and Yantai Greatwall on a 100% basis as at 31
December 2005 were RMB151,441,778 (approximately HK$142,869,602) and 40% of
which amounted to approximately RMB60,576,711 (approximately HK$57,147,841).

As set out in the “Letter From The Board”, given that the precise amount of goodwill
arising from the Transactions will only be available based on net asset value of COFCO
Greatwall and Yantai Greatwall on the completion date of the Transactions, we have
used the net asset value of COFCO Greatwall and Yantai Greatwall as set out in their
latest audited accounts as at 31 December 2005 for illustration purpose of such goodwill
which may arise. Based on 40% of the combined net asset value of COFCO Greatwall
and Yantai Greatwall of approximately RMB60,576,711 (approximately HK$57,147,841)
as at 31 December 2005, the aggregate consideration of RMB310 million (approximately
HK$298,076,923) would result in a goodwill of approximately RMB249 million
(approximately HK$235 million) (such goodwill amount is subject to change following
completion of the Transactions).

Following completion of the acquisition of the remaining 40% equity interests in COFCO
Greatwall and Yantai Greatwall, the balance sheets of these two entities will be
consolidated into the balance sheet of the Group and we do not expect the enlarged
Group’s net assets will be materially affected.
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As set out above, the consideration for the acquisition of the 40% equity interests in
COFCO Greatwall and Yantai Greatwall is at a premium to their combined book value
as at 31 December 2005, for illustration purpose only, a goodwill of approximately
RMB249 million (approximately HK$235 million) would arise following completion of
such acquisition. Under the current Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants, the goodwill arising from the
Transactions, in the absence of any impairment, need not be automatically amortized
over a period of time and consequently, would not have any material impact on the net
assets or the profit and loss statement of the enlarged Group following completion of the
Transactions.

The payment of the consideration by COFCO BVI and COFCO Wines for the Transactions
will be funded by internal resources of the Group and as such, we do not expect the
overall liabilities of the Group will be impacted on by the Transactions.

4.3 Cash flow

The Group’s cash flow will of course, be decreased by such amounts as required for the
installment payments under the Golden Fan Agreement. As set out in the “Letter From
The Board”, the payment of the consideration for the Transactions will be funded by
internal sources. As at 31 December 2005, the Group’s cash and cash equivalents amounted
to approximately HK$983 million. As such, we consider the Group has adequate financial
resources for payment of the consideration by COFCO BVI and COFCO Wines for the
Transactions and its cash flow will not be adversely impacted on as a result of the
Transactions.

RECOMMENDATION

Having considered the principal factors and reasons set out above, we consider that the terms and
conditions of the Golden Fan Agreement and Yantai Greatwall Agreement are on normal commercial
basis, are fair and reasonable so far as the Company and the Shareholders are concerned and are in
the interests of the Company and the Shareholders as a whole. We therefore, advise the Independent
Board Committee to recommend the independent Shareholders to vote in favour of the Golden Fan
Agreement, the Yantai Greatwall Agreement and the Transactions contemplated thereunder, had a
Shareholders’ meeting been required to be held for such approval purpose.

Yours faithfully,
for and on behalf of

Centurion Corporate Finance Limited
Baldwin LEE

Managing Director
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Company.

The Directors collectively and individually accept full responsibility for the accuracy of the
information contained in this circular and confirm, having made all reasonable enquiries, that
to the best of their knowledge and belief, there are no other facts not contained in this circular,
the omission of which would make any statement herein misleading.

2. DISCLOSURE OF INTERESTS

2.1 Interests of Directors and chief executive in securities

Save as disclosed below, as at the Latest Practicable Date, none of the Directors and the
chief executive of the Company (in the case of the Company, managing director) had any
interest or short position in the Shares, underlying Shares or debentures of the Company
or its associated corporations (within the meaning of the SFO) which, (a) were required,
pursuant to section 352 of the SFO, to be entered into the register referred to therein, or
(b) were required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interest and short position which he
was taken or deemed to have under such provisions of the SFO) or the Model Code for
Securities Transactions by Directors of Listed Issuers set out in the Listing Rules:

(i) Shares in the Company

Percentage of
Total Number issued share

Name of Director Nature of Interest of Shares capital (%)#

Liu Fuchun Beneficial owner 1,350,000 0.08%
Xue Guoping Beneficial owner 900,000 0.05%
Liu Yongfu Beneficial owner 900,000 0.05%
Qu Zhe Beneficial owner 105,000 0.01%

Note:

# The percentage is calculated based on the total number of Shares in issue as at the Latest

Practicable Date, i.e. 1,761,239,974 Shares.
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(ii) Share options in the Company

Number of Number of Exercise
Date of Share options Share options Exercise period of price

Name of Director Grant granted Outstanding Share options (HK$)

Liu Fuchun 10.9.2003 4,050,000 4,050,000 10.9.2004-9.9.2008 3.644
20.8.2004 4,500,000 4,500,000 20.8.2005-19.8.2009 3.050

Xue Guoping 10.9.2003 2,700,000 2,700,000 10.9.2004-9.9.2008 3.644
20.8.2004 3,000,000 3,000,000 20.8.2005-19.8.2009 3.050

Liu Yongfu 10.9.2003 2,700,000 2,700,000 10.9.2004-9.9.2008 3.644
20.8.2004 3,000,000 3,000,000 20.8.2005-19.8.2009 3.050

Qu Zhe 10.9.2003 320,000 320,000 10.9.2004-9.9.2008 3.644
20.8.2004 350,000 350,000 20.8.2005-19.8.2009 3.050

None of the Directors has had any direct or indirect interest in any assets which
have since 31 December 2005 (being the date to which the latest published audited
financial statements of the Company were made up) been acquired or disposed of
by or are proposed to be acquired or disposed of by any member of the Group.

There is no contract or arrangement subsisting at the Latest Practicable Date in
which any of the Directors is materially interested and which is significant in
relation to the business of the Group.

2.2 Substantial Shareholders of the Company

As at the Latest Practicable Date, save as disclosed below, so far as was known to any
Director or managing director of the Company, no person (other than a Director or chief
executive of the Company or their respective associates) had any interest or short position
in the Shares or underlying Shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO:

(i) Shares in the Company:

Percentage of
Capacity and Number of issued share

Name nature of interest Shares capital (%)#

Wide Smart Beneficial owner 1,054,810,949 (1) 59.89%

COFCO (BVI) Beneficial owner 140,000,000 (1) 7.95%
No. 108 Limited
(“COFCO 108”)
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Number of Percentage of
Capacity and Shares of issued share

Name nature of interest the Company capital (%)#

COFCO (Hong Kong) Beneficial owner 10,138,000 (1) 0.58%
Limited
(“COFCO (HK)”) Interest of 1,194,810,949 (2) 67.84%

controlled
corporations

China National Interest of 1,204,948,949 (3) 68.41%
Cereals, Oils controlled
& Foodstuffs corporations
Corporation
(“COFCO”)

(1) Long position in the Shares.

(2) COFCO (HK) is deemed to be interested in 1,194,810,949 Shares in aggregate held by

Wide Smart and COFCO 108 in which COFCO (HK) is entitled to exercise one-third or

more of the voting power at general meetings of Wide Smart and COFCO 108.

(3) COFCO is deemed to be interested in 1,204,948,949 Shares in aggregate held by Wide

Smart, COFCO 108 and COFCO (HK) in which COFCO is entitled to control the exercise

of, or exercise one-third or more of the voting power at general meetings of Wide Smart,

COFCO 108 and COFCO (HK).

# The percentage is calculated based on the total number of Shares in issue as at the Latest

Practicable Date, i.e., 1,761,239,974 Shares.

As at the Latest Practicable Date, none of the Directors was a director or employee
of a company which had an interest or short position in the Shares and underlying
Shares which would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or, was, directly or indirectly interested
in ten per cent. or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of any other member of the
Group.

2.3 Substantial shareholding in other members of the Group

As at the Latest Practicable Date, save as disclosed herein, so far as was known to any
Director or managing director of the Company, no person (other than a Director or chief
executive of the Company or their respective associates or a member of the Group) was,
directly or indirectly, interested in ten per cent. or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at general meetings of any
other member of the Group.
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3. MATERIAL ADVERSE CHANGE

The Directors are not aware of any material adverse change in the financial or trading position
of the Group since 31 December 2005, the date to which the latest published audited accounts
of the Company were made up.

4. EXPERTS

4.1 The qualification of the Independent Financial Adviser who has given advice contained
in this circular is set out as follows:

Name Qualification

Centurion a deemed licensed corporation under the SFO to conduct type 1
(dealing in securities), 4 (advising on securities), 6 (advising on
corporate finance) and 9 (asset management) of the regulated activities
as defined in the SFO

4.2 Centurion has confirmed that it has no shareholding in any member of the Group or the
right (whether legally enforceable or not) to subscribe for or to nominate persons to
subscribe for securities in any member of the Group.

4.3 Centurion has confirmed that it does not have any interest, direct or indirect, in any
assets which have been acquired or disposed of by or leased to any member of the Group,
or which are proposed to be acquired or disposed of by or leased to any member of the
Group since 31 December 2005, being the date to which the latest published audited
consolidated financial statements of the Company were made up.

4.4 Centurion has given and has not withdrawn its written consent to the issue of this circular
with the inclusion of its letter or report (as the case may be) and references to its name in
the form and context in which it appears.

4.5 The letter from Centurion in relation to the Transactions is given as of the date of this
circular for incorporation herein.

5. PROCEDURES FOR DEMANDING A POLL

5.1 The procedures by which a Shaholder may demand a poll is set out in Bye-Law 75 of the
Bye-Laws of the Company provide as follows:

At any general meeting a resolution put to the vote of a meeting shall be decided on a
show of hands unless a poll is (before or on the declaration of the result of the show of
hands) demanded by:

(i) the chairman of the meeting; or
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(ii) at least three members present in person or by proxy or by representative for the
time being entitled to vote at the meeting; or

(iii) any member or members present in person or by proxy or by representative and
representing not less than one-tenth of the total voting rights of all the members
having the right to vote at the meeting; or

(iv) a member or members present in person or by proxy or by representative and
holding shares in the Company conferring a right to vote at the meeting being
shares on which an aggregate sum has been paid up equal to not less than one-
tenth of the total sum paid up on all shares conferring that right.

Unless a poll be so demanded and the demand is not withdrawn, a declaration by the
chairman of the meeting that a resolution has on a show of hands been carried or carried
unanimously, or by a particular majority, or lost, and an entry to that effect in the book
containing the minutes of the proceedings of the Company shall be conclusive evidence
of the fact without proof of the number or proportion of the votes recorded in favour or
against such resolution.

6. LITIGATION

As at the Latest Practicable Date, neither the Company nor any of its subsidiaries was engaged
in any litigation or claim of material importance and, so far as the Directors were aware, no
litigation or claim of material importance was pending or threatened against the Company or
any of its subsidiaries.

7. SERVICE CONTRACTS

There is no existing or proposed service contracts between any of the Directors and the Company
or any of its subsidiaries, other than contracts expiring or determinable by the employer within
one year without payment of compensation (other than statutory compensation).

8. COMPETING INTEREST

Pursuant to Rule 8.10 of the Listing Rules, as disclosed below, four Directors of the Company,
namely Messrs. Ning Gaoning, Liu Fuchun, Xue Guoping and Liu Yongfu, also being directors
of the Company’s ultimate holding company, COFCO and/or its subsidiaries (“COFCO Group”),
are considered to have interests in the COFCO Group’s flour milling business which is likely
to compete directly with that of the Company.

The Company’s flour milling business is operated mainly through Xiamen Haijia Flour Mills
Co., Ltd. and Zhengzhou Haijia Food Co., Ltd. which target customers in the southern and
central regions in China. Since the COFCO Group’s flour milling business is operated mainly
through its investments in two flour mills in Shenyang and Qinhuangdao, which target the
flour markets in the northern and eastern regions of China, the effect of any possible competition
between the flour milling business of the Company and that of the COFCO Group is minimal.
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9. GENERAL

The secretary of the Company is Liu Kit Yee, Linda, who is an associate member of The Hong
Kong Institute of Chartered Secretaries, and the qualified accountant of the Company appointed
pursuant to Rule 3.24 of the Listing Rules is Man Kwok Leung, who is an associate member of
the Association of Chartered Certified Accountants and the Hong Kong Institute of Certified
Public Accountants.

The branch share registrars and transfer office of the Company in Hong Kong is Progressive
Registration Limited, at 26/F Tesbury Centre, 28 Queen’s Road East, Hong Kong.

The English text of this circular shall prevail over the Chinese text.

10. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection on any weekday (Saturdays
and Sundays excepted) during business hours at the head office of the Company at 33rd Floor,
Top Glory Tower, 262 Gloucester Road, Causeway Bay, Hong Kong from the date of this
circular up to and including 2 May 2006:

(a) the Golden Fan Agreement;

(b) the Yantai Greatwall Agreement;

(c) the letter from the Independent Board Committee, the text of which is set out in the
section headed “Letter from the Independent Board Committee” of this circular; and

(d) the letter from the Independent Financial Adviser, the text of which is set out in the
section headed “Letter from the Independent Financial Adviser” of this circular.


