
1

(Incorporated in Bermuda with
limited liability)
(Stock code: 506)

ANNOUNCEMENT OF FINAL RESULTS
FOR THE YEAR ENDED 31 DECEMBER 2005

AUDITED CONSOLIDATED RESULTS

The board of directors (the “Board”) of COFCO International Limited (the “Company”) is pleased to present the
audited consolidated results of the Company and its subsidiaries (the “Group”) for the year ended 31 December
2005 together with the comparative figures for the year ended 31 December 2004 as follows:

CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2005

(Audited and
(Audited) restated)

2005 2004
Notes HK$’000 HK$’000

REVENUE 2 17,587,574 16,792,623
Cost of sales 3 (15,867,507) (15,447,009)

Gross profit 1,720,067 1,345,614

Other income and gains 187,462 143,053
Distribution costs (986,915) (691,825)
Administrative expenses (289,428) (261,901)
Other operating income 81,058 6,727
Other operating expenses (28,157) (46,719)
Finance costs (135,708) (84,265)
Share of profits and losses of associates 79,127 27,444

PROFIT BEFORE TAX 2, 3 627,506 438,128

Tax 4 (138,933) (95,915)

PROFIT FOR THE YEAR 488,573 342,213

Attributable to:
Equity holders of the parent 429,166 285,976
Minority interests 59,407 56,237

488,573 342,213

DIVIDENDS 5 153,107 114,746

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT 6
Basic 24.4 HK cents 16.3 HK cents

Diluted 24.3 HK cents 16.3 HK cents
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CONSOLIDATED BALANCE SHEET
(Audited and

(Audited) restated)
31 December 31 December

2005 2004
Notes HK$’000 HK$’000

NON-CURRENT ASSETS
Property, plant and equipment 3,315,407 2,959,874
Investment properties 50,562 56,038
Prepaid land premiums 192,324 152,772
Deposit for purchase of property, plant and equipment 107,861 62,542
Goodwill:

Goodwill 481,995 499,560
Negative goodwill – (13,032)

Interests in associates 548,218 429,397
Available-for-sale investments/long term investments 43,890 33,902
Deferred tax assets 6,491 6,725
Biological assets 35,840 33,623

TOTAL NON-CURRENT ASSETS 4,782,588 4,221,401

CURRENT ASSETS
Inventories 2,891,776 1,772,988
Accounts receivable 7 1,120,330 959,128
Other debtors, prepayments and deposits 835,887 642,774
Amounts due from fellow subsidiaries 79,686 84,133
Amounts due from related companies 107,826 3,142
Amount due from the ultimate holding company – 6,899
Tax prepaid 3,409 3,118
Investments at fair value through profit and loss/other investments 79,925 317,160
Derivative financial instruments 12,314 –
Pledged deposits 402,000 –
Cash and cash equivalents 983,367 1,104,813

TOTAL CURRENT ASSETS 6,516,520 4,894,155

CURRENT LIABILITIES
Accounts payable 8 688,000 439,794
Other payables and accruals 712,095 664,969
Amounts due to fellow subsidiaries 9,526 50,178
Amount due to the immediate holding company 705 705
Amount due to the ultimate holding company 197,247 –
Amounts due to related companies 559,017 45,780
Amounts due to minority shareholders of subsidiaries – 2,068
Tax payable 24,408 43,901
Interest-bearing bank loans and other loans 3,403,269 2,578,766

TOTAL CURRENT LIABILITIES 5,594,267 3,826,161

NET CURRENT ASSETS 922,253 1,067,994
TOTAL ASSETS LESS CURRENT LIABILITIES 5,704,841 5,289,395
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NON-CURRENT LIABILITIES
Interest-bearing bank loans and other loans – 31,557
Advance from minority shareholders of subsidiaries 69,140 61,625
Deferred tax liabilities 5,339 4,893

TOTAL NON-CURRENT LIABILITIES 74,479 98,075

NET ASSETS 5,630,362 5,191,320

CONSOLIDATED BALANCE SHEET
(Audited and

(Audited) restated)
31 December 31 December

2005 2004
Notes HK$’000 HK$’000

EQUITY ATTRIBUTABLE TO
EQUITY HOLDERS OF THE PARENT 9

Issued capital 175,845 175,710
Reserves 4,433,769 4,071,509
Proposed final dividend 76,614 65,766

4,686,228 4,312,985

MINORITY INTERESTS 944,134 878,335

TOTAL EQUITY 5,630,362 5,191,320

Notes:

1. BASIS OF PREPARATION

The Hong Kong Institute of Certified Public Accountants (the “HKICPA”) has undertaken to converge by 1 January 2005 all
Hong Kong Financial Reporting Standards (“HKFRSs”) with International Financial Reporting Standards (“IFRSs”) issued by
the International Accounting Standard Board. As a result, the HKICPA has aligned HKFRSs with the requirements of IFRSs in
all material aspects as at 31 December 2004.

The audited consolidated financial statements (the “Accounts”) are prepared in accordance with HKFRSs, which also include
Hong Kong Accounting Standards (“HKASs”) and interpretations, issued by the HKICPA and the applicable disclosure
requirements of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. The Accounts
have been prepared under the historical cost convention, except for certain investments, derivative financial instruments,
investment properties and biological assets, which have been measured at fair value.

Starting from financial year ended 31 December 2005, the Group has adopted all HKFRSs pertinent to its operations. The
applicable HKFRSs are set out below and certain comparative figures of the Accounts have been restated and reclassified in
accordance with the relevant requirements.

HKAS1 Presentation of Financial Statements
HKAS2 Inventories
HKAS7 Cash Flow Statements
HKAS8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS10 Events after the Balance Sheet Date
HKAS12 Income Taxes
HKAS14 Segment Reporting
HKAS16 Property, Plant and Equipment
HKAS17 Leases
HKAS18 Revenue
HKAS19 Employee Benefits
HKAS20 Accounting for Government Grants and Disclosure of Government Assistance
HKAS21 The Effects of Changes in Foreign Exchange Rates
HKAS23 Borrowing Costs
HKAS24 Related Party Disclosures
HKAS27 Consolidated and Separate Financial Statements
HKAS28 Investment in Associates
HKAS32 Financial Instruments: Disclosure and Presentation
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HKAS33 Earnings per Share
HKAS36 Impairment of Assets
HKAS37 Provisions, Contingent Liabilities and Contingent Assets
HKAS38 Intangible Assets
HKAS39 Financial Instruments: Recognition and Measurement
HKAS40 Investment Properties
HKAS41 Agriculture
HKFRS2 Share-based Payments
HKFRS3 Business Combinations
HK(SIC)-Int21 Income Taxes – Recovery of Revalued Non-depreciable Assets
HK-Int4 Leases – Determination of the Length of Lease Term in respect of Hong Kong Land Leases

The adoption of applicable HKFRSs set out above has had no material impact on the accounting policies of the Group and the
Company and the methods of computation in the Group’s and the Company’s financial statements except for the following:

Adoption of HKAS1

HKAS1 has affected the presentation of minority interests on the face of the consolidated balance sheet, consolidated income
statement, consolidated summary statement of changes in equity and other disclosures. In addition, in prior periods, the
Group’s share of tax attributable to associates was presented as a component of the Group’s total tax charge/(credit) in the
consolidated income statement. Upon the adoption of HKAS1, the Group’s share of the post-acquisition results of the
associates is presented net of the Group’s share of tax attributable to associates.

Adoption of HKAS17

In prior years, leasehold land and buildings held for own use were stated at cost less accumulated depreciation and any
impairment losses.

Upon the adoption of HKAS17, the Group’s leasehold interest in land and buildings is separated into leasehold land and
leasehold buildings. The Group’s leasehold land is classified as an operating lease, because the title of the land is not expected
to pass to the Group by the end of the lease term, and is reclassified from property, plant and equipment to prepaid land
premiums, while leasehold buildings continue to be classified as part of property, plant and equipment. Prepaid land premiums
for land lease payments under operating leases are initially stated at cost and subsequently amortised on the straight-line basis
over the lease term. When the lease payments cannot be allocated reliably between the land and buildings elements, the entire
lease payments are included in the cost of the land and buildings as a finance lease in property, plant and equipment.

This change in accounting policy has had no effect on the consolidated income statement and retained profits. The comparative
amounts for the year ended 31 December 2004 in the consolidated balance sheet have been restated to reflect the
reclassification of the leasehold land.

Adoption of HKAS32 and HKAS39

The adoption has resulted in a change in accounting policy for recognition, measurement, derecognition and disclosure of
financial instruments.

In prior years, investments of the Group were classified into long term investments and other investments. Long term
investments, which were intended to be held on a continuing basis, were stated at cost less amortisation or any impairment
losses assessed on an individual basis. Any impairment losses were charged to the income statement in the period in which they
arise. Other investments, which were those not classified as long term investments, were stated at fair value on an individual
basis. Unrealised holding gains and losses of other investments arising from changes in fair value were dealt with in the income
statement in the period in which they arise. Bank deposits with embedded derivatives for yield enhancement were treated as
bank deposits and stated at cost. The unexpired forward foreign exchange contracts and future commodity contracts entered by
the Group at the balance sheet date are not recognised in the balance sheet.

In accordance with the provisions of HKAS32 and HKAS39:

• Investments have been redesignated into available-for-sale investments, investments at fair value through profit and loss
and loans and receivables (which include bank deposits and cash and cash equivalents). The classification depends on the
purpose for which the investments were held at inception. For debt securities and bank deposits with embedded
derivatives for yield enhancement, where the economic characteristics and the risks of such derivatives are not closely
related to the host securities and bank deposits, all such debt securities, bank deposits and embedded derivatives are
designated as investments at fair value through profit and loss with changes in fair value recognised in the income
statement;

• All investments are initially recognised at cost, being the fair value of the consideration given and including acquisition
charges associated with the investments. Subsequent to initial recognition, investments at fair value through profit and
loss and derivative financial instruments are remeasured at fair value and changes in fair value are dealt with in the
income statement. Available-for-sale investments are remeasured at fair value, with unrealised gains and losses arising
from changes in fair value recognised in the investment revaluation reserve.
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The transitional provisions of HKAS39 are as follows:

• recognise all derivatives at fair value in the balance sheet and adjust retained profits accordingly;

• redesignate all investments into available-for-sale investments, investments at fair value through profit and loss and loans
and receivables on 31 December 2004;

• remeasure those investments and derivative financial instruments that should be measured at fair value and adjust retained
profits accordingly.

Adoption of HKAS40

In prior years, changes in the fair values of the investment properties were dealt with as movements in the investment property
revaluation reserve. If the total of this reserve was insufficient to cover a deficit, on a portfolio basis, the excess of the deficit
was charged to the income statement. Any subsequent revaluation surplus was credited to the income statement to the extent of
the deficit previously charged.

Upon the adoption of HKAS40, gains and losses arising from changes in fair values of investment properties are included in
the income statement in the year in which they arise. In accordance with the transitional provisions of HKAS40, the opening
balance of retained profits has been restated to reflect this change retrospectively.

Adoption of HKFRS2

In prior years, no recognition and measurement of share-based payment transactions in which employees (including directors)
were granted share options over shares in the Company were required until such options were exercised by employees, at which
time the share capital and share premium were credited with the proceeds received.

Upon the adoption of HKFRS2, when employees (including directors) render services as consideration for equity instruments
(“equity-settled transactions”), the cost of the equity-settled transactions with employees is measured by reference to the fair
value at the date at which the instruments are granted. The cost of the employee share options is recognised, together with a
corresponding increase in equity, over the period in which the service conditions are fulfilled, ending on the date on which the
relevant employees become fully entitled to the award (the “vesting date”). The cumulative expense recognised for the
employee share options at each balance sheet date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of the employee share options that will ultimately vest. The charge or
credit to the income statement for a period represents the movement in the cumulative expense recognised as at the beginning
and end of that period.

The Group has adopted the transitional provision of HKFRS2 in respect of the employee share options and applied HKFRS2
only to employee share options granted after 7 November 2002 that had not vested on 1 January 2005 and to those granted on
or after 1 January 2005. The opening balance of retained profits and the results for the comparative period have been restated to
reflect the adoption of HKFRS2 retrospectively.

Adoption of HKFRS3 and HKAS36

In prior years, goodwill arising on acquisitions prior to 1 January 2001 was eliminated against the consolidated retained profits
and credited to the consolidated capital reserve, respectively, in the year of acquisition and were not recognised in the
consolidated income statement until disposal or impairment of the acquired business.

Goodwill arising on acquisitions on or after 1 January 2001 was capitalized and amortised on the straight-line basis over its
estimated useful life and was subject to impairment testing when there was any indication of impairment. Negative goodwill
was carried in the consolidated balance sheet and was recognised in the consolidated income statement on a systematic basis
over the remaining average useful life of the acquired depreciable/amortisable assets.

The adoption of HKFRS3 and HKAS36 has resulted in the Group ceasing annual goodwill amortisation and commencing
testing for impairment at the cash-generating unit level annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired.

Any excess of the Group’s interest in the net fair value of the acquirees’ identifiable assets, liabilities and contingent liabilities
over the cost of the acquisition of subsidiaries (previously referred to as negative goodwill), after reassessment, is recognised
immediately in the consolidated income statement.
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The transitional provisions of HKFRS3 have required the Group to eliminate at 1 January 2005 the carrying amounts of
accumulated amortisation with a corresponding adjustment to the cost of goodwill and to derecognise the carrying amounts of
a negative goodwill (including that remaining in the consolidated capital reserve) against retained profits. The adoption of
HKFRS3 in respect of goodwill has been applied prospectively in accordance with the transitional arrangements under
HKFRS3.

Adoption of HK(SIC)-Int21

In prior years, deferred tax arising on the revaluation of investment properties was recognised based on the tax rate that would
be applicable upon the sale of investment properties.

Upon the adoption of HK(SIC)-Int21, deferred tax arising on the revaluation of the Group’s investment properties is
determined depending on whether the properties will be recovered through use or through sale. The Group has determined that
its investment properties will be recovered through use, and accordingly the profits tax rate has been applied to the calculation
of deferred tax.

Summary of material effects of changes in the accounting policies are set out below:

(I) Effect of adoption of HKFRSs on the comparative figures of consolidated income statement

As previsously HKAS32
reported HKAS1 HKAS17 HKAS40 & HKAS39 HKFRS2 HKFRS3 As restated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

For the year ended 31 December 2004

Net profit attributable to
equity holders of the parent 300,702 – – – – (14,726 ) – 285,976

(II) Effect of adoption of HKFRSs on the comparative figures of consolidated balance sheet

As previsously HKAS32
reported HKAS1 HKAS17 HKAS40 & HKAS39 HKFRS2 HKFRS3 As restated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 31 December 2004

Increase/(decrease) in assets

Property, plant and equipment 3,174,061 (56,038) (158,149 ) – – – – 2,959,874
Prepaid land premium (non-current) – – 152,772 – – – – 152,772
Prepaid land premium (current) * – – 5,377 – – – – 5,377
Investment properties – 56,038 – – – – – 56,038
Investments at fair value through profit

and loss/other investments 277,525 – – – 39,635 – – 317,160
Cash and cash equivalents 1,144,448 – – – (39,635 ) – – 1,104,813

Increase/(decrease) in equity

Within equity attributable to equity
holders of the parent

Employee share-based compensation reserve – – – – – 17,891 – 17,891
Retained profits 1,043,418 – – – – (17,891 ) – 1,025,527

Within equity attributable to minority interests – 878,335 – – – – – 878,335

* included in other debtors, prepayments and deposits

2. REVENUE AND SEGMENT INFORMATION

Turnover represents the net invoiced value of goods sold, after allowances for returns and trade discounts during the year. An
analysis of the Group’s audited segment revenue and audited segment result for business segments, and an analysis of the
Group’s audited segment revenue for geographical segments for the year is as follows:
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Business Segments

Edible oils,
soybean meal and
related products Wineries Confectionery Trading Flour milling Corporate and others Consolidated

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(Restated) (Restated) (Restated)

Segment revenue:
Sales to external

customers 11,870,605 11,657,102 1,526,661 1,164,246 381,236 343,725 3,204,844 3,038,295 604,228 589,255 – – 17,587,574 16,792,623

Segment results 153,655 116,631 293,703 211,709 25,052 39,048 171,481 115,807 14,505 14,525 (17,352) (30,984) 641,044 466,736

Interest and dividend
income 32,331 23,409

Unallocated gains and
expenses, net 10,712 4,804

Finance costs (135,708) (84,265)
Share of profits and

losses of associates 79,127 27,444 79,127 27,444

Profit before tax 627,506 438,128
Tax (138,933) (95,915)

Profit for the year 488,573 342,213

Geographical segments

Elsewhere in the
People’s Republic of

Hong Kong China (the “PRC”) Consolidated
2005 2004 2005 2004 2005 2004

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue:
Sales to external

customers 1,416,187 1,129,654 16,171,387 15,662,969 17,587,574 16,792,623

3. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Year ended Year ended
31 December 31 December

2005 2004
HK$’000 HK$’000

(Restated)

Cost of inventories sold 15,948,893 15,461,321
Realised fair value gains of derivative instruments transactions not qualifying as

hedges/net realised gains on commodity future contracts (65,491) (10,933)
Unrealised fair value gains of derivative instruments transactions

not qualifying as hedges (12,314) –
Write-back of provision against inventories (1,364) (2,407)
Gain arising from changes in fair value of biological assets (2,217) (972)

Cost of sales 15,867,507 15,447,009
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Auditors’ remuneration 2,995 2,547
Depreciation 264,337 196,425
Loss on disposal of property, plant and equipment 495 8,523
Impairment of available-for-sale investments/Amortisation of a long term investment 2,949 1,400
Minimum lease payments under operating leases in respect of land and buildings 34,785 24,981
Staff costs (including director’s remuneration)

Wages and salaries 212,068 186,643
Equity-settled share option expenses 13,202 14,726
Retirement benefits scheme contributions 12,114 7,894

237,384 209,263

Impairment of goodwill 17,565 –
Changes in fair value of investment properties 1,650 –
Provision for doubtful debts 2,070 641
Amortisation of goodwill – 41,705
Fair value gains, net:

Investments at fair value through profit or loss (8,875) –
Foreign exchange differences, net (70,083) –
Negative goodwill recognised as income – (3,400)
Gain on disposal of listed debt securities – (920)
Unrealised holding gains on listed equity securities – (870)
Unrealised holding gains on unlisted portfolio funds – (1,668)
Direct operating expenses (including repairs and maintenance) arising on

rental-earning investment properties 579 816
Gross rental income (5,287) (6,736)

4. TAX

Hong Kong profits tax has been calculated at the rate of 17.5 per cent. (2004: 17.5 per cent.) on the estimated assessable profits
arising in Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing
in the countries in which the Group operates, based on existing legislation, interpretations and practices in respect thereof.

Year ended Year ended
31 December 31 December

2005 2004
HK$’000 HK$’000

(Restated)
Current profits tax:

– Hong Kong 1,970 1,265
– Elsewhere in the PRC 136,283 100,512

Over-provision in prior years – (4,351)
Deferred 680 (1,511)

Tax charge for the year 138,933 95,915

5. DIVIDENDS

Year ended Year ended
31 December 31 December

2005 2004
HK$’000 HK$’000

Interim – 4.35 HK cents (2004: 2.76 HK cents) per ordinary share 76,493 48,496
Proposed final – 4.35 HK cents (2004: 3.74 HK cents) per ordinary share 76,614 65,766
Additional final dividend in respect of prior year – 484

153,107 114,746

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the forthcoming annual
general meeting.

The additional final dividend in respect of prior year represents the additional payment of final dividend of 5 HK cents per
share for the year ended 31 December 2003 to the new shareholders of 9,680,000 shares registered as members between 1 April
2004 and 10 May 2004, the date upon which members were entitled to the dividend.
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6. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE PARENT

The calculations of basic and diluted earnings per share are based on:

Year ended Year ended
31 December 31 December

2005 2004
HK$’000 HK$’000

(Restated)
Earnings

Profit attributable to ordinary equity holders of the parent, used in the
earnings per share calculation 429,166 285,976

Number of shares
Year ended Year ended

31 December 31 December
2005 2004

Shares

Weighted average number of ordinary shares in issue during the year used
in the basic earnings per share calculation 1,758,253,947 1,754,088,687

Weighted average number of ordinary shares:
Assumed issued at no consideration on

deemed exercise of all share options
outstanding during the year 4,367,562 4,735,036

Weighted average number of ordinary shares used in the
diluted earnings per share calculation 1,762,621,509 1,758,823,723

7. ACCOUNTS RECEIVABLE

An aged analysis of the accounts receivable as at 31 December 2005 is as follows:

At 31 December At 31 December
2005 2004

HK$’000 HK$’000
Outstanding balances with ages:

Within 6 months 1,069,399 933,336
7 to 12 months 50,540 24,731
1 to 2 years 7,098 3,638
Over 2 years 15,687 20,805

1,142,724 982,510

Less: Provision for doubtful debts (22,394) (23,382)

1,120,330 959,128
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8. ACCOUNTS PAYABLE

An aged analysis of the accounts payable as at 31 December 2005 is as follows:

At 31 December At 31 December
2005 2004

HK$’000 HK$’000
Outstanding balances with ages:

Within 6 months 669,791 423,744
7 to 12 months 4,355 4,850
1 to 2 years 9,524 9,248
Over 2 years 4,330 1,952

688,000 439,794

9. SUMMARY STATEMENT OF CHANGES IN EQUITY

Year ended Year ended
31 December 31 December

2005 2004
HK$’000 HK$’000

(Restated)
Total equity at 1 January:
As previously reported (including minority interests) 5,191,320 4,853,357
Opening adjustments:

HKAS39 (2,313) –
HKFRS3 13,032 –

As restated 5,202,039 4,853,357

Exchange differences on translation of the financial statements of foreign entities 59,573 (88)
Changes in fair value of available-for-sale investments (2,077) –

Total income and expenses for the year recognised directly in equity 57,496 (88)

Profit for the year 488,573 342,213

Total recognised income and expense for the year 546,069 342,125
Dividends paid to minority shareholders (12,283) (2,261)
Capital injection from minority shareholders – 106,029
Exchange realignment shared by minority shareholders 18,675 –
Issue of shares, including share premium account 4,919 13,695
Equity-settled share option arrangements 13,202 14,726
Dividends (142,259) (136,351)

Total equity at 31 December 5,630,362 5,191,320

MANAGEMENT DISCUSSION AND ANALYSIS

During the year:

• The Group’s consolidated turnover rose to HK$17,588 million, showing an increase of 4.7% over the previous
year;

• Profit attributable to shareholders reached HK$429 million, 50.1% more than in the previous year (restated);

• Basic earnings per share were 24.4 HK cents, an increase of 8.1 HK cents as compared to 16.3 HK cents per
share (restated) in the previous year;

• The dividend of 8.7 HK cents represented a payout ratio of 35.7%, an increase of 2.2 HK cents compared to
the 6.5 HK cents per share paid out in the previous year.
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The Group has five food-related core businesses-edible oils, soybean meal and related products; wineries;
confectionery; flour milling; and trading.

The performances of these businesses during the year are set out below, together with further information on the
Group.

Edible oils, soybean meal and related products

The Group is currently the largest producer of edible oils and soybean meal in the PRC. We are mainly involved in
the oil extraction and refined oil businesses, as well as in the sale of related products, such as the “ 四海” brand
soybean meal (an important raw material used in animal and poultry feed), the retailing of bulk edible oils,
“Fortune” brand consumer-pack oils, as well as other specialty oils in the PRC.

During the year, this business began its recovery, rising from the depths of 2004. Unfortunately, as international
soybean prices went in an opposite direction to domestic soybean meal prices, results for the first half of the year
were adversely affected. Although international soybean prices gradually stabilized in the second half of the year,
the occurrence of avian flu in China adversely affected the sale of soybean meal, directly affecting results during
this period.

However, as we adopted aggressive measures based on our past experiences, improved risk control mechanisms
and rationalized our management system, hand-in-hand with the fact that the Chinese government has been able to
prevent the spread of the avian flu, overall we were able to maintain slow but stable recovery growth during the
year. In 2005, the business recorded a turnover of HK$11,871 million, an increase of 1.8% over the previous year,
and accounting for 67.5% of the total Group turnover. During the year, the Group sold 2,470,000 tonnes of soybean
meal, a 13.6% increase over the previous year. Sales of bulk edible oils totaled 791,000 tonnes, an increase of 8.7%
over the previous year, while sales of consumer-pack oils amounted to 297,000 tonnes, growing 15.9% over the
previous year.

China’s edible oils industry faces a number of challenges including surplus extraction capacities as well as the fact
that the domestic prices of soybean meal and oil are not well matched with international soybean prices. To keep
abreast of market information, we have set up a market information analysis and research center to strengthen risk
controls and enhance competitiveness. To cope with the intensifying competition, we will continue to maximize
our economies of scale, realizing significant cost advantages. We will also be fostering the development of our
“Fortune” and “Vitoil” consumer-pack oil brands and improving sales channels even further to capture greater
market share. We will also expand production capacities for other consumer-pack oil products, such as sunflower
seed oil and safflower seed oil, which have higher gross profit margins compared with soybean oil. The Group will
also move towards the value-added deep processing of oils. Our efforts to adjust the product mix have seen
significant achievement with the gradual increases in the sale of peanut oil. At the same time, we will continue to
increase our investments in technological development and research to produce edible oil products that meet
customer demands, while in turn stimulating greater sales within the sector.

Wineries

The Group’s winery business consists of the entire production process from vineyards to wine-making to sales and
marketing. The business is mainly engaged in the production and sale of wine under the “Greatwall” brand in
China. During the year, sales volume of “Greatwall” wines increased from 57,000 tonnes in 2004 to 78,000 tonnes
in 2005, sales rose to HK$1,527 million, representing a substantial increase of 31.2% over the previous year and
accounting for an encouraging contribution of 8.7% to the total Group turnover.

The rapid increase in turnover and sales volumes show how well “Greatwall” wines are received among Chinese
customers. During the year, the business launched several wines produced in different areas, including its Huaxia
Vineyard Cru B and Huaxia Vineyard Small Cru. These new wines aim to create a solid platform for the high-end
wine market. However, due to the intense market competition and as the relatively immature section of the
customer market continued to grow, the sale of “Greatwall” wines saw some structural changes. The sale of low-
end products grew at a faster pace, resulting in reductions in the average sales price of wine per tonne. Adjusting
the product mix to deal with the situation, the Group set a unified and prescribed product price for low-end
products while formulating a sales policy to support the sale of mid-and high-end products. We also expedited the
construction work on the COFCO Navavalley Jundung Vineyard. Construction of this vineyard will be completed
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in 2007, with production capacities amounting to 1,000 tonnes. The construction of this vineyard will mark the
evolution of “Greatwall” wines from the mid-to the high-end to the premium chateau market. This will have a
significant impact on western wines as “Greatwall” wines move up in prestige and quality and allow the business
to compete on a higher level in the market place.

Our wineries in Shacheng and Yantai received their Hazard Analysis Critical Control Point (HACCP) Management
System Certification in 2005, further ensuring product quality. The wineries also received ISO14000 and ISO9000
Certification and QS Certification (Permission of Market Access for Quality Safety of Food), taking the Group
several steps forward in the enhancement of product safety standards. During the year, the Group made every effort
to protect the “Greatwall” brand, adopting comprehensive and effective measures to crack down on fake wines.
These measures include market monitoring, tracking and investigation, prosecution by the industrial and
commercial administration bureau as well as litigation.

During the year, due to the unfavorable weather conditions, the grape output in Shandong Province fell
substantially, though market consumption continued to rise. This led to a massive increase in the purchase of
original wine by wine businesses. Grape prices rose dramatically, creating pressures on the price of wine and
substantially affecting gross profit margins. Seeking to stabilize the supply of raw materials, the Group will seek
stable purchase channels, while also arranging and implementing purchase plans in advance.

In the past two years, we have also been working to integrate our three wineries to eliminate internal competition
and cost overlaps. At the present moment, the integration of raw material purchases, production management and
brand marketing have been completed with notable results. The integration of our distribution channels will also be
expedited in 2006. This will further improve sales performances and enhance our profitability.

Looking forward, the domestic wine industry is expected to maintain its double digit growth with promising
prospects. As a leader in the industry, we will promote awareness and acceptance of a wine-drinking lifestyle,
while actively developing a mature wine consumption group. To strengthen our leading position in the market, we
will implement a multi-brand strategy that focuses on the “Greatwall” brand and strategically select grape
production bases for the setting up of wineries and investing in the construction of vineyards; we will optimize
product lines and subdivisions in the market, by implementing a focused strategy characterized by growing market
penetration, market and product development; and we will build our own sales teams as well as progressively set
up regional sales companies. We believe that these measures will bring faster and more substantial growth for our
“Greatwall” wine business.

Confectionery

The Group produces and distributes the “Le Conte” brand confectionery products and chocolates in China. During
the year, “Le Conte” brand chocolate and confectionery products remained the Company’s main products in this
sector. In 2005, the turnover of this sector totaled HK$381 million, an increase of 10.8% over the previous year,
and accounting for 2.2% of the total Group turnover.

Affected by the rising international price of raw materials in the market, the costs of raw materials for chocolate
products including cocoa butter, almonds and hazelnuts recorded double digit increases, greatly pressuring
operations. However, the sector managed to achieve an increase not only in gross profit margins, but also in
turnover with the implementation of effective cost controls, flexible purchase, production and sales policies, strong
internal management, as well as the introduction of a direct supply model instead of the previous dealership system
among large and medium-sized points of sale in Beijing and Shanghai.

To expand the brand’s base, strengthen brand image and reduce the gap in awareness between our brands and other
leading brands in the market, we increased our investment in marketing and promotions. We dedicated more
resources into product promotion with a focus on TV advertising supported by press and magazine advertisements
as well as outdoor advertisements on signposts and subways. These advertisements communicate with our target
customer groups and promote the “Le Conte” brand. Although these activities have temporarily affected earnings
performance, they have strengthened the brand’s base and will help to promote long-term growth of the business.

The Group places a strong emphasis on improving the competitiveness of the “Le Conte” brand, and will continue
to invest resources in marketing and promotions. With regard to product development, the Group will selectively
develop products, based on market demand, which can be sold in small sales channel, such as individually
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packaged chocolate. At the same time, the Group will further improve the sales network, conduct research into
small sales channel networks, integrate distribution resources, work with small channel dealers, establish a
dedicated department and employ experienced staff to drive the expansion of distribution channels, formulate
policies on channel sales, put dedicated sales teams in charge of the expansion of small channel products. We
believe that these measures will stimulate growth in the confectionery and chocolate sector and make a positive
contribution to the overall business of the Group.

Flour Milling

During the year, the Group’s flour business recorded a turnover of HK$604 million, up 2.6% over the previous year
and accounting for 3.4% of the total Group turnover.

China’s flour industry is characterized by large scale and scattered markets with a geographically wide area of
consumption. The industry faces excess capacities and is in the process of being streamlined. The Group owns
several regionally well-known brand names including such as “神象”. Apart from cultivating these brands,
enhancing brand prominence and devoting a great deal of effort to developing these brands into national names, we
will continue to improve the ratio of high-end flour production and sales to realize higher consolidated gross profit
margins.

To improve profitability, in addition to expanding the flour sales network, we will develop new products and
downstream products, and strengthen cost controls and product management. At the same time, we will enhance
the management of our procurement, production and sales activities to increase synergies among our flour mills.

Trading

The Group has been engaged in the domestic trading of, as well as the import and export of, foodstuffs, grains and
animal feedstock for some time. In 2005, we were mainly involved in the bulk, mainly back-to-back, commodity
trading of rice, soybeans, red beans, sugar, fruit and vegetables. We also processed raw materials for export and
provided foodstuffs trade agency services on a commission basis. Our total trading business consists of
approximately 66% in exports, 32% in imports and the remaining 2% in domestic trade.

During the year, the consolidated turnover for the trading business totalled HK$3,205 million, showing an increase
of 5.5% over the previous year and accounting for 18.2% of the total Group turnover.

Since 2004, grain production in China has resumed growth with an increase in rice exports. Among the Group’s
rice exports in 2005, the proportion of polished round-grain rice, which has a higher gross profit margin, increased
significantly. The gross profit margin for rice product exports therefore improved markedly, benefiting our trading
business as a whole.

Responding to market developments, the Group will continue to open new trading channels and introduce new
products. With our diversified trading model, more than 50 years’ experience in the food trade, established
international trade network and our well-established and strict risk management system, we believe the trading
business will continue to generate promising and steady operational profits for the Group.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s financial position is sound with stable cash flows. As at 31 December 2005, total shareholders’ equity
stood at HK$4,686 million, representing an increase of 8.7% compared with that at 31 December 2004 (restated).
As at 31 December 2005, the Group’s cash and bank deposits (including pledged deposits) totaled HK$1,385
million (31 December 2004: HK$1,105 million (restated)). The Group’s net current assets were approximately
HK$922 million (31 December 2004: HK$1,068 million (restated)).

Based on the above, together with bank loans and other loans and facilities available to the Group, the management
believe that the Group’s financial resources are sufficient for all debt payments, day-to-day operations and capital
expenditures.
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As the Group’s monetary assets, liabilities and transactions are principally denominated in Hong Kong dollars,
Renminbi and United States dollars, the management believe that the Group’s exposure to exchange rate risks is
limited. The management is of the view that the new management mechanism for the Renminbi exchange rate
introduced in July 2005 will not have a materially negative impact on the Group’s liquidity and financial resources.

CAPITAL STRUCTURE

During the year, the issued share capital of the Company increased by 1,350,000 shares as a result of an employee
exercising his share options. Save as above, there were no other changes in the share capital of the Company during
the year.

As at 31 December 2005, the Group had no significant borrowings apart from certain bank loans, loans from
minority shareholders of the Company’s subsidiaries and loans from a fellow subsidiary totaling HK$3,472 million
(31 December 2004: HK$2,672 million). During the year, all the Group’s bank borrowings bore a fixed annual
interest of between 4.09% and 5.58% (31 December 2004: between 2.57% and 6.34%). Other borrowings were
interest-free or bore fixed annual interest rates ranging from 4.2% to 5.58% (31 December 2004: from 2.31% to
5.58%).

As at 31 December 2005, net debts (the total of debt excluding loans from minority shareholders of subsidiaries
that were of a capital nature less cash and bank deposits) were HK$2,018 million (31 December 2004: HK$1,506
million). Based on the above, the Group’s gearing ratio was approximately 43.1% (31 December 2004: 34.9%
(restated)).

CONTINGENT LIABILITIES AND ASSETS PLEDGED

As at 31 December 2005, the Group had no material contingent liabilities.

As at 31 December 2005, certain bank loans of the Group were secured by charges over certain time deposits,
fixed assets and investment properties with net book value of approximately HK$727 million (31 December 2004:
HK$151 million).

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2005, the Group employed approximately 7,717 staff in China and Hong Kong (31 December
2004: 6,507). Employees are paid according to their performance, experience and prevailing trade practices, and
are provided with on-the-job and professional training. Employees in Hong Kong receive retirement benefits,
either in the form of a Mandatory Provident Fund Exempted ORSO scheme or Mandatory Provident Fund
entitlement. There is a similar scheme for employees in mainland China. Details of these retirement benefit
schemes will be disclosed in the annual report for the financial year ended 31 December 2005 (the “2005 Annual
Report”).

The Company has implemented a share option scheme (the “Scheme”) to reward eligible employees (including
executive directors of the Company) according to individual merit. During the year, an employee of the Company
exercised share options in respect of 1,350,000 shares, while share options with regard to a total of 9,120,000
shares lapsed. As at 31 December 2005, share options with regard to a total of 57,104,000 shares were still
outstanding.

Share options can be exercised at any time within four years after the expiration of a 12-month period from the
date when the options are granted. During the year, the Company granted no share options to the Company’s
executive directors or other eligible employees of the Group.

Additional details of the Scheme will be disclosed in the 2005 Annual Report in accordance with the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”).



15

CHANGES IN THE GROUP’S STRUCTURE

During the year under review, the Group established a wholly-owned subsidiary which is engaged in the oils and
fats business. On 12 January 2006, a wholly-owned subsidiary of the Company and a connected party jointly
established a joint venture, in which the Company holds a 55% equity interest. Details of the changes in the
Group’s structure will be set out in the 2005 Annual Report.

Apart from the above, there were no other material changes in the structure of the Group during the year.

PROSPECTS

In conclusion, in 2005, the wineries and trading businesses recorded promising results. However, the edible oils,
soybean meal and related products business saw a relatively slow recovery due to market factors, while earnings
from the chocolate business registered a temporary decline in view of the increases in promotion costs and
adjustments in sales and marketing practices.

The appreciation of the Renminbi has attracted widespread attention. As the Group’s assets and operations are
principally denominated in Renminbi, the principal raw material for the soybean business (which accounts for the
largest contribution to turnover) is imported soybeans, and the trading business (of which exports account for a
comparatively large share) operates under a back-to-back model, the appreciation of the Renminbi has had a
positive impact, benefiting the Group’s operations.

The Group will devote considerable effort to business strategy research, furthering our business strategies and
upgrading our product, brand, marketing and service strategies. Improved management practices will also enhance
the development of our various businesses and create further value for our shareholders.

We have every confidence and high expectations for the future. With our pro-active spirit and effective measures,
we will accelerate our development and take a major step towards our target to become a market leader in China’s
branded foodstuffs industry.

DIVIDENDS

The Board recommended a final dividend of 4.35 HK cents (2004:3.74 HK cents) per share in respect of the year
ended 31 December, 2005. Together with the interim dividend of 4.35 HK cents (2004: 2.76 HK cents) per share
already paid during the year, the total dividend for 2005 would be 8.7 HK cents (2004: 6.5 HK cents) per share.
Subject to shareholders’ approval at the annual general meeting (“2006 AGM”) to be held on 25 May 2006, the
recommended final dividend will be payable on 30 June 2006 to shareholders of the Company whose names
appear on the Register of the Members of the Company on 25 May 2006.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 19 to 25 May 2006, both days inclusive, during
which period no share transfer will be effected. To qualify for the above final dividend, all transfer, accompanied
by the relevant share certificates must be lodged with the Company’s branch share registrars and transfer office in
Hong Kong, Progressive Registration Limited, at 26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong, not
later than 4:00 p.m. on 18 May 2006.

CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the Board, the Company has applied the principles and complied with the code provisions as set
out in the Code on Corporate Governance Practices (the “Code”) contained in Appendix 14 to the Listing Rules
throughout the financial year ended 31 December 2005, except for the deviations from code provisions A.4.1,
A.4.2 and E.1.2 of the Code as explained in the Company’s interim report for the period end 30 June 2005.
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To comply with the Code, the Board will propose to amend the Bye-Laws of the Company at the 2006 AGM to
eliminate the limitation to the number of directors who should retire by rotation at each annual general meeting so
that every director (including those appointed for a specific terms) shall be subject to retirement at least once every
three years.

Details of compliance with the Code will be set out in the corporate governance report in the 2005 Annual Report.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listing Issuers (the “Model
Code”) in Appendix 10 to the Listing Rules. Having made specific enquiries of all directors, each of them
confirmed that they complied with the required standards as set out in the Model Code throughout the year ended
31 December 2005.

REMUNERATION COMMITTEE

A remuneration committee was established by the Company in April 2005 with specific written terms of reference
in accordance with the requirements of the Code. The remuneration committee comprises two independent non-
executive directors and one executive director.

AUDIT COMMITTEE

The terms of reference of the audit committee were updated to comply with the Code in April 2005. The primary
duties of the audit committee are to review and supervise the financial reporting process and internal control
system of the Group and to review the Company’s interim and annual reports and financial statements. The audit
committee comprises three independent non-executive directors.

The audit committee has reviewed with management the accounting principles and practices adopted by the Group
and discussed auditing, internal control and financial report matters including the review of the audited financial
statements for the year ended 31 December 2005.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities
during the period under review.

PUBLICATION OF THE DETAILED RESULTS ON THE STOCK EXCHANGE’S WEBSITE

The 2005 Annual Report containing all the information required by paragraphs 45(1) to 45(8) of Appendix 16 to
the Listing Rules will be published on the website of the Stock Exchange of Hong Kong Limited as soon as
practicable.

By Order of the Board
Qu Zhe

Managing Director

Hong Kong, 7 April 2006

As at the date hereof, our executive directors are Messrs. Ning Gaoning, Liu Fuchun, Qu Zhe, Xue Guoping, Liu
Yongfu and Yu Xubo; our independent non-executive directors are Messrs. Stephen Edward Clark, Tan Man Kou
and Francis Yuen Tin Fan.

Please also refer to the published version of this announcement in The Standard.


