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etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

GENERAL INFORMATION

Tingyi (Cayman Islands) Holding Corp. (the “Company”) is a
limited liability company incorporated in the Cayman Islands and
its shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited. The address of its principal place of
business is No. 15, The 3rd Street, Tianjin Economic-Technological
Development Area, Tianjin, PRC.

The Company is an investment holding company and engaged
in trading of spare parts of machineries and raw materials.
The Company and its subsidiaries (collectively, the “Group”)
are principally engaged in the manufacture and sale of instant
noodles, beverages and instant food products. The principal
activities of its subsidiaries are set out in note 44 to the financial
statements.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs"),
which collective term includes all applicable Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA™), accounting principles generally
accepted in Hong Kong, and the disclosure requirements of the
Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules™).

These financial statements have been prepared on a basis
consistent with the accounting policies adopted in the 2012
financial statements except for the adoption of the new/revised
HKFRSs that are relevant to the Group and effective from the
current year as detailed in note 4 to the financial statements.
A summary of the principal accounting policies adopted by the
Group is set out in note 3 to the financial statements.
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BASIS OF PREPARATION (Continued)

In preparing these financial statements, the directors have
carefully assessed the working capital and financing requirements
of the Group in the foreseeable future, as the Group's current
liabilities exceeded its current assets by US$1,215,366,000 (2072.
US$826,079,000) at the end of the reporting period.

Taking into account the existing banking facilities of the Group,
the directors are satisfied that the Group has sufficient resources
to meet in full its financial obligations as they fall due in the
foreseeable future. Accordingly, these financial statements have
been prepared on a going concern basis.

PRINCIPAL ACCOUNTING POLICIES

(a) Basis of measurement

The measurement basis used in the preparation of these
financial statements is historical cost, except for available-
for-sale financial assets at fair value, financial assets at
fair value through profit or loss, and derivative financial
instruments, which are measured at fair value as explained
in the accounting policies set out below.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries. The
financial statements of the subsidiaries are prepared for
the same reporting year as that of the Company using
consistent accounting policies.

All intra-group balances, transactions, income and
expenses and profits and losses resulting from intra-group
transactions are eliminated in full. The results of subsidiaries
are consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceases.

Non-controlling interests (“NCI") are presented, separately
from owners of the Company, in the consolidated income
statement and the consolidated statement of comprehensive
income and within equity in the consolidated statement
of financial position. The non-controlling interests in
the acquiree, that are present ownership interests and
entitle their holders to a proportionate share of the
acquiree’s net assets in event of liquidation, are measured
initially either at fair value or at the present ownership
interests’ proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. This choice of
measurement basis is made on an acquisition-by-acquisition
basis. Other types of non-controlling interests are initially
measured at fair value unless another measurement basis is
required by HKFRSs.

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income
is attributed to the owners of the Company and the non-
controlling interest even if this results in the non-controlling
interest having a deficit balance.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Changes in ownership interests

Changes in the Group’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions. The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiary.
Any difference between the amount by which the non-
controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in
‘transactions with non-controlling interests reserve’ within
equity and attributed to the owners of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (ii)
the carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests.
The amounts previously recognised in other comprehensive
income in relation to the disposed subsidiary are accounted
for on the same basis as would be required if the Group
had directly disposed of the related assets or liabilities.
Any investment retained in the former subsidiary and any
amounts owed by or to the former subsidiary are accounted
for as a financial asset or liability, interest in associate,
interest in joint venture or others as appropriate from the
date when control is lost.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(c)

Property, plant and equipment

Freehold land is not depreciated and stated at cost less
accumulated impairment losses. All other property, plant
and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and
accumulated impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its
working condition and location for its intended use. Repairs
and maintenance are charged to profit or loss during the
year in which they are incurred.

Depreciation is provided to write off the cost less
accumulated impairment losses of property, plant and
equipment, other than construction in progress, over
their estimated useful lives as set out below from the date
on which they are available for use and after taking into
account their estimated residual values, using the straight-
line method. Where parts of an item of property, plant
and equipment have different useful lives, the costs or
valuation of the item is allocated on a reasonable basis and
depreciated separately.

Buildings 10 to 30 years
Machinery and equipment:

— Instant noodles 12 years
— Beverages 10 to 12 years
— Instant food and others 5to 10 years
Electrical appliances and equipment 5 years

Miscellaneous equipment 3to 10 years

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the item) is included in profit or loss in
the year in which the item is derecognised.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d)

(e)

()

Construction in progress

Construction in progress includes property, plant and
equipment in the course of construction for production
or for its own use purposes. Construction in progress is
stated at cost less accumulated impairment losses. Cost
includes all construction expenditure and other direct costs,
including interest costs, attributable to such projects. Costs
on completed construction works are transferred to the
appropriate asset category. No depreciation is provided in
respect of construction in progress until it is completed and
ready for its intended use.

Intangible asset

Concession right

Concession right acquired in a business combination
is recognised at fair value at the acquisition date.
Concession right has finite useful life and is carried at cost
less accumulated amortisation and impairment losses.
Amortisation is calculated using the straight-line method
over its estimated useful life. Both the period and method of
amortisation are reviewed annually.

Prepaid lease payments

Prepaid lease payments are up-front payments to acquire
fixed term interests in lessee-occupied land that are classified
as operating leases. The premiums are stated at cost less
accumulated amortisation and impairment losses and are
amortised over the period of the lease on a straight-line
basis.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(9)

(h)

Subsidiaries

A subsidiary is an entity that is controlled by the Group. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the
entity. The Group reassesses whether it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the elements of control.

In the Company’s statement of financial position, an interest
in a subsidiary is stated at cost less impairment loss. The
carrying amount of the interest in a subsidiary is reduced to
its recoverable amount on an individual basis, if it is higher
than the recoverable amount. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Associates and joint ventures

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the arrangement. A joint arrangement is
an arrangement of which two or more parties have joint
control. Joint control is a contractually agreed sharing of
control of an arrangement, which exists only when decisions
about the relevant activities require the unanimous consent
of the parties sharing control. The Group reassesses whether
it has joint control of an arrangement and whether the type
of joint arrangement in which it is involved has changed, if
facts and circumstances change.



3. FE

(h)

BHBE(E)

BENRNSERR(E)

AEERBERRRE L QT
ZiEmimE s ERY > M
REIEBOEABAFIEL
BRI - RIBHEDE  RER
VARG - RERAEE
EHBRRERRFEERRE
‘B LA BRE QTR
EEBRELHAE RAKECD
EEATERMEER TG LW
BRERAMEHNRES - X
SEEGERKRE AR ZEEN
FRHBHERZBIRE AT
ZEESHE ETEREME
EmREs AREEP L
R EIE -

AEERBEARMELERT
ETRHELEZEMARERRT
BERER SUARNEEREH
BB 2 S RBRETTERE
HERAERBEBTRMEREE
ELRREZEE  EZBER
T FABENEAERRRE

7
s °©

/ BIF&ERZRMIFE Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(h)

Associates and joint ventures (Continued)

The Group’s interest in associate or joint venture is
accounted for under the equity method of accounting,
except when the investment or a portion thereof is classified
as held for sale. Under the equity method, the investment
is initially recorded at cost and adjusted thereafter for
the post-acquisition changes in the Group’s share of the
investee’s net assets and any impairment loss relating to the
investment. Except to the extent that the Group has incurred
legal or constructive obligations or made payments on
behalf of the investee, the Group discontinues recognising
its share of further losses when the Group's share of losses
of the investee equals or exceeds the carrying amount of
its interest in the investee, which includes any long term
interests that, in substance, form part of the Group's net
investment in the investee.

Unrealised profits and losses resulting from transactions
between the Group and its associates and joint ventures
are eliminated to the extent of the Group's interest in the
investees, except where unrealised losses provide evidence
of an impairment of the asset transferred, in which case
they are recognised immediately in profit or loss.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised
when and only when the Group becomes a party to the
contractual provisions of the instruments and on a trade
date basis.

A financial asset is derecognised when and only when (i)
the Group's contractual rights to future cash flows from the
financial asset expire or (ii) the Group transfers the financial
asset and either (a) the Group transfers substantially all the
risks and rewards of ownership of the financial asset, or (b)
the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the financial asset but it
does not retain control of the financial asset.

A financial liability is derecognised when and only when the
liability is extinguished, that is, when the obligation specified
in the relevant contract is discharged, cancelled or expires.

Classification and measurement

Financial assets or financial liabilities are initially recognised
at their fair value plus, in the case of financial assets or
financial liabilities not carried at fair value through profit
or loss, transaction costs that are directly attributable to
the acquisition or issue of the financial assets or financial
liabilities.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets
designated upon initial recognition as at fair value through
profit or loss. They are carried at fair value, with any
resultant gain and loss recognised in profit or loss.

Loans and receivables

Loans and receivables including bank balances and cash,
pledged bank deposits and trade and other receivables are
non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and
are not held for trading. They are measured at amortised
cost using the effective interest method, except where
receivables are interest-free loans and without any fixed
repayment term or the effect of discounting would be
insignificant. In such case, the receivables are stated at
cost less impairment loss. Amortised cost is calculated by
taking into account any discount or premium on acquisition
over the period to maturity. Gains and losses arising from
derecognition, impairment or through the amortisation
process are recognised in profit or loss.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
financial assets that are either designated at this category
or not classified in any of the other categories of financial
assets. They are measured at fair value with changes in value
recognised as investment revaluation reserve within equity
until the assets are sold, collected or otherwise disposed of,
or until the assets are determined to be impaired, at which
time the cumulative gain or loss previously reported in other
comprehensive income shall be reclassified to profit or loss
as a reclassification adjustment.

Available-for-sale financial assets that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are stated at cost less
impairment loss.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Impairment of financial assets

At the end of each reporting period, the Group assesses
whether there is objective evidence that financial assets,
other than those at fair value through profit or loss, are
impaired. The impairment loss of financial assets carried at
amortised cost is measured as the difference between the
assets’ carrying amount and the present value of estimated
future cash flow discounted at the financial asset’s original
effective interest rate. Such impairment loss is reversed in
subsequent periods through profit or loss when an increase
in the asset’s recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of the asset
at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment
not been recognised.

When an available-for-sale financial asset is impaired,
a cumulative loss comprising the difference between
its acquisition cost (net of any principal repayment and
amortisation) and current fair value, less any previously
recognised impairment loss in profit or loss, is reclassified
from equity to profit or loss as a reclassification adjustment.
Impairment losses recognised in profit or loss in respect
of available-for-sale equity instrument are not reversed
through profit or loss. Any subsequent increase in fair value
of available-for-sale equity instrument after recognition of
impairment loss is recognised in equity. Impairment loss
of available-for-sale debt instruments is reversed through
profit or loss, if the increase in fair value of the instrument
can be objectively related to an event occurring after the
impairment loss was recognised.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Impairment of financial assets (Continued)

For an available-for-sale financial asset that is carried at cost,
the amount of impairment loss is measured as the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows discounted at
the current market rate of return for a similar financial asset.
Such impairment loss shall not be reversed.

Financial liabilities

The Group's financial liabilities include trade and other
payables, interest-bearing borrowings and other non-
current liabilities. All financial liabilities except for derivatives
are recognised initially at their fair value and subsequently
measured at amortised cost, using the effective interest
method, unless the effect of discounting would be
insignificant, in which case they are stated at cost.

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer of the contract to make specified payments
to reimburse the holder of the contract for a loss the
holder incurs because a specified debtor fails to make
payment when due in accordance with the terms of a
debt instrument. The financial guarantee contracts of the
Company represent the financial guarantees in respect of
credit facilities issued to its subsidiaries. The fair values of
the financial guarantees have not been recognised in the
statement of financial position of the Company, as the
estimation of the fair values of the financial guarantees
would not be meaningful and practicable due to related
party nature of the instruments.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Derivative financial instruments

Derivative financial instruments are initially recognised at fair
value on the date a derivative contract is entered into and
are subsequently remeasured at their fair value. The gain or
loss on change in fair values is recognised in profit or loss
unless the derivative qualifies for hedge accounting.

Obligations arising from put options on shares of subsidiaries
written to non-controlling shareholders

Put option written to non-controlling shareholders, which
will be settled other than by exchange of fixed amount
of cash for a fixed number of shares in a subsidiary is
treated as derivative and is recognised at fair value upon
initial recognition. Any changes of fair value in subsequent
reporting dates are recognised in profit or loss.

The gross financial liability arising from the put option is
recognised when contractual obligation to repurchase the
shares in a subsidiary is established even if the obligation
is conditional on the counterparty exercising a right to sell
back the shares to the Group. The liability for the share
redemption amount is initially recognised and measured
at present value of the estimated repurchase price with
the corresponding debit to the non-controlling interests.
In subsequent periods, the remeasurement of the present
value of the estimated gross obligation under the written
put option to the non-controlling shareholders is recognised
in profit or loss.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

@

(k)

0]

Cash equivalents

For the purpose of the consolidated statement of cash
flows, cash equivalents represent short-term highly liquid
investments which are readily convertible into known
amounts of cash and which are subject to an insignificant
risk of changes in value, net of bank overdraft, if any.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably and on the
following bases:

Sale of goods is recognised on transfer of risks and rewards
of ownership, which generally coincides with the time when
the goods are delivered and title has been passed.

Interest income from financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Dividend income from investments is recognised when the
Group's rights to receive payment have been established.

Foreign currency translation

Items included in the financial statements of each of
the Group's entities are measured using the currency of
the primary economic environment in which the entity
operates (“functional currency”). The Company'’s functional
currency is United States Dollar (“US$"”) and majority of
its subsidiaries have Renminbi (“RMB") as their functional
currency. The consolidated financial statements are
presented in US$, which is the Company’s functional and
presentation currency.



3. FE

0

EERE)

il

HERE(E)

INER BB R 5 E R 2 ]IT
EXHERDEEE - AL
RPBEELBREERBZERT
BUINEIEZEREERA
BEmELZELBZ  HNE
a1 R RERR

ERERAR  MABIINER
RGP BRI LB

WARINEHRER - HIRIAT

HABREREHREE

() BERBEBENZABREER
A KRmERBE

(b) BIRWSTHIRNHEFITE

B

(0 FMAERLEBREELNE
RERENAKARER I
EBREFE—BONE
WEEMELNER =
£ HERRERTHE

5 -

<t

/ BIF&ERZRMIFE Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

Foreign currency translation (Continued)

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in profit or loss.

The results and financial position of foreign operations that
have a functional currency different from the presentation
currency are translated into the presentation currency as
follows:

(@)  Assets and liabilities are translated at the closing rate
at the end of the reporting period;

(b) Income and expenses are translated at the weighted
average exchange rates;

(¢)  All resulting exchange differences arising from the
above translation and exchange differences arising
from a monetary item that forms part of the Group's
net investment in a foreign operation are recognised
as a separate component of equity;
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100  Ae#mamas TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

(m)

Foreign currency translation (Continued)

(d)  On the disposal of a foreign operation, which includes
a disposal of the Group's entire interest in a foreign
operation, a partial disposal involving the loss of
control over a subsidiary that includes a foreign
operation, or a partial disposal of an interest in a joint
arrangement or an associate that includes a foreign
operation of which the retained interest is no longer
equity-accounted for, the cumulative amount of the
exchange differences relating to the foreign operation
that is recognised in other comprehensive income and
accumulated in the separate component of equity is
reclassified from equity to profit or loss when the gain
or loss on disposal is recognised.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and,
where applicable, costs of conversion and other costs
that have been incurred in bringing the inventories to
their present location and condition, is calculated using
the weighted average cost method. Net realisable value
represents the estimated selling price in the ordinary course
of business less the estimated costs necessary to make the
sale.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(n)

Impairment of other assets

At the end of each reporting period, the Group reviews
internal and external sources of information to assess
whether there is any indication that its property, plant and
equipment, intangible asset, interest in associates, interest
in joint ventures and prepaid lease payments may be
impaired or impairment loss previously recognised no longer
exists or may be reduced. If any such indication exists, the
recoverable amount of the asset is estimated, based on the
higher of its fair value less costs to sell and value in use.
Where it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable
amount of the smallest group of assets that generates cash
flows independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. Impairment losses are
recognised as an expense immediately.

A reversal of impairment losses is limited to the carrying
amount of the asset or cash-generating unit that would have
been determined had no impairment loss been recognised
in prior years. Reversal of impairment losses is recognised as
income in profit or loss immediately.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(o)

(p)

Borrowing costs

Borrowing costs incurred, net of any investment income on
the temporary investment of the specific borrowings, that
are directly attributable to the acquisition, construction or
production of qualifying assets, i.e. assets that necessarily
take a substantial period of time to get ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Capitalisation of such borrowing costs ceases
when the assets are substantially ready for their intended
use or sale. All other borrowing costs are recognised as an
expense in the period in which they are incurred.

Operating leases

Leases which do not transfer substantially all the risks
and rewards of ownership to the lessee are classified as
operating leases. Rentals payable under operating leases
are charged to profit or loss on a straight-line basis over
the lease term of the relevant lease. Lease incentives
received are recognised in profit or loss as an integral part
of the net consideration agreed for the use of the leased
asset. Contingent rentals are recognised as expenses in the
accounting period in which they are incurred.
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/ BIF&ERZRMIFE Notes to the Financial Statements /
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For the year ended 31 December 2013

PRINCIPAL ACCOUNTING POLICIES (Continued)

(g) Government grants

()

Government grants represent incentive grants from the
relevant PRC authorities in respect of the running of
business by the Group in certain development zones and to
encourage the furtherance of such business.

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
over the years necessary to match the grant on a systematic
basis to the costs that it is intended to compensate. Where
the grant relates to an asset, the fair value is credited to a
deferred income account and is released to profit or loss
over the expected useful life of the relevant asset by equal
annual instalments.

Employee benefits

Short term employee benefits

Salaries, annual bonuses, paid annual leave and the cost
of non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Employee benefits (Continued)

Defined contribution plans

The obligations for contributions to defined contribution
retirement scheme are recognised as expenses in profit or
loss as incurred and are reduced by contributions forfeited
by those employees who leave the scheme prior the
contributions are vested fully. The assets of the scheme are
held separately from those of the Group in an independently
administered fund.

Defined benefit plans

The Group's obligation in respect of defined benefit plans
is calculated separately for each plan by estimating the
ultimate cost of benefit that employees have earned in
return for their services in the current and prior periods,
which is discounted to determine the present value of those
benefits.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(r)

Employee benefits (Continued)

Defined benefit plans (Continued)

The calculation of the obligation is based on the
recommendations of the independent qualified actuaries
using the projected unit credit method annually. Service
cost and interest expense on the net defined benefit liability
are recognised in profit or loss. Service cost includes both
current service cost and past service cost. Current services
cost is measured as the increase in the present value of
the defined benefit obligation resulting from employee
service in the current period. Past service cost is measured
as the change in the present value of the defined benefit
obligation resulted from a plan amendment or curtailment
and is recognised in profit or loss. Interest expense for the
period is determined by applying the discount rate used to
measure the defined benefit obligation at the beginning
of the reporting period to the defined benefit liability. The
discount rate is the yield at the end of the reporting period
on government bonds of the PRC that have maturity dates
approximating the terms of the Group’s obligations.

Gain or loss on settlement is measured as the difference
between a) the present value of the defined benefit
obligation being settled and b) any payments made by the
Group in connection with the settlement. It is recognised
when the settlement occurs.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

(s)

Employee benefits (Continued)

Defined benefit plans (Continued)

Remeasurements arising from defined benefit retirement
plans are recognised in other comprehensive income and
are reflected in equity immediately. Remeasurements
comprise actuarial gains and losses, the return on plan
assets (excluding amounts included in net interest on the
net defined benefit liability (asset)) and any change in the
effect of the asset ceiling (excluding amounts included in net
interest on the net defined benefit liability (asset)).

Share-based payment transactions

Equity-settled transactions

The Group’s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered services in
exchange for shares or rights over shares. The cost of such
transactions with employees is measured by reference to
the fair value of the equity instruments at the grant date.
The fair value of share options granted to employees is
recognised as a staff cost with a corresponding increase in
a share-based payment reserve within equity. The fair value
is determined using the binomial model taking into account
the terms and conditions of the transactions, other than
conditions linked to the price of shares of the Company.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(s)

Share-based payment transactions (Continued)

Equity-settled transactions (Continued)

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over the
year(s) in which the vesting conditions are to be fulfilled,
ending on the date on which the relevant employees
become fully entitled to the award ("“vesting date”). During
the vesting period, the number of share options that is
expected to vest ultimately is reviewed. Any adjustment to
the cumulative fair value recognised in prior years is charged/
credited to profit or loss for the year of the review, with a
corresponding adjustment to the reserve within equity.

When the share options are exercised, the amount
previously recognised in share-based payment reserve
will be transferred to share premium account. When the
share options are forfeited after the vesting date or are
still not exercised at the expiry date, the amount previously
recognised in share-based payment reserve will be
transferred to retained profits.

Share-based payment transactions in which the Company
grants share options to subsidiaries’ employees are
accounted for as an increase in value of interest in
subsidiaries in the Company’s statement of financial position
which is eliminated on consolidation, with a corresponding
credit to the share-based payment reserve within equity.
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3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

®

Taxation

The charge for current income tax is based on the results
for the year as adjusted for items that are non-assessable
or disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. However, any
deferred tax arises from initial recognition of goodwill; or
other asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither the accounting profit nor taxable profit or loss is not
recognised.

The deferred tax liabilities and assets are measured at the
tax rates that are expected to apply to the period when
the asset is recovered or the liability is settled, based on tax
rates and tax laws that have been enacted or substantively
enacted at the end of the reporting period.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the deductible temporary differences, tax losses and
credits can be utilised.

Deferred tax is provided on temporary differences arising
on interest in subsidiaries, associates and joint ventures,
except where the timing of the reversal of the temporary
differences is controlled by the Group and it is probable that
the temporary difference will not reverse in the foreseeable
future.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(u) Related parties

A related party is a person or entity that is related to the

Group:

(@ A person or a close member of that person’s family is

related to the Group if that person:

(i) Has control or joint control over the Group;

(i) Has significant influence over the Group; or

(i) Is a member of the key management personnel
of the Group.

(b) An entity is related to the Group if any of the
following conditions applies:

(i) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)~ One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is
a member).

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.
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/ BIf&ERZRMT5T Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(u) Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are
also related to the Group.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the Group
and include:

(@)  that person’s children and spouse or domestic partner;

(b)  children of that person’s spouse or domestic partner;
and

(c)  dependants of that person or that person’s spouse or
domestic partner.

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.

etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.
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/ BITEEREXMIET Notes to the Financial Statements /

BHZE20135F12A31HILFE
For the year ended 31 December 2013

PRINCIPAL ACCOUNTING POLICIES (Continued)

(v)

(w)

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The Company’s executive directors, who
are responsible for allocating resources and assessing
performance of the operating segments, have been
identified as the chief operating decision-makers that make
strategic decisions.

Future changes in HKFRSs

At the date of authorisation of these financial statements,
the HKICPA has issued the following new/revised HKFRSs
that are not yet effective for the current year, which the
Group has not early adopted.

Amendments to Investment Entities [
HKAS 27 (2011),
HKFRS 10 and

HKFRS 12

Amendments to
HKAS 32

Presentation — Offsetting Financial

Assets and Financial Liabilities [
Amendments to Recoverable Amount Disclosures
HKAS 36 for Non-Financial Assets [

Amendments to Novation of Derivatives and

HKAS 39 Continuation of
Hedge Accounting "
HK(IFRIC) — Int 21 Levies [
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HE2013F12A3181LFE
For the year ended 31 December 2013

3. IFEEHBEE)

w) BEEMBREEEAZRKXRED

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(w) Future changes in HKFRSs (Continued)

Defined Benefit Plans —
Employee Contributions !

Annual Improvements Project —

2010-2012 Cycle &

Annual Improvements Project —
2011-2013 Cycle P

Regulatory Deferral Accounts ¥
Financial Instruments !
Financial Instruments

(Hedge Accounting and

Amendments to HKFRS 9,
HKFRS 7 and HKAS 39) 5

Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after 1 July 2014

(&

BRGEER] REEF Amendments to
F 1958 a2/ HKAS 19 (2011)
ZAERTAR —-8T
(2011) 7’

BB 2010 % Various HKFRSs

HZER 2012 FHHE
2 FRHHE
BB 2011 % Various HKFRSs
HZER 2013 FHH
2 FRHHE

BEUBRE HEEL HKFRS 14
ERIF 1458 KA

BERMBWRE LA ITAN HKFRS 9
R 95

BRUEHRE 2@ TA Amendments to
AERIE ISR - (HHEES HKFRS 9,
BERMBWE REBBEYH HKFRS 7 and
HRNET SRR HWEER HKAS 39
BB LETER FIWR
F 3958 FEIHRE
ZAERTAR BEHEEE

ERE 39 3%
ZIEETA )
m R2014F1 A1 BK 2 L
a2 FEHRAER 2014
@ R2014E7 A1 BK 2 &
18 2 FRHR AR

Bl R2014F7 1Bk 2B FH
WM FEHSBEER  BRTHE
FAEFT & 1R R E A E R
MR2014F7 A1Hk 2 %K
HEARS -

1l R2016FE1 A1 B &R
1A 2 FE B A

Bl mea MR AEREHE - B

etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

31

(4]

(5]

Effective for annual periods beginning on or after 1 July
2014, except for certain amendments which are effective
prospectively for relevant transactions occurred on or after 1
July 2014

Effective for annual periods beginning on or after 1 January
2016

No mandatory effective date determined but is available for
adoption
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/ BITEEREXMIET Notes to the Financial Statements /

BHZE20135F12A31HILFE
For the year ended 31 December 2013

PRINCIPAL ACCOUNTING POLICIES (Continued)

(w) Future changes in HKFRSs (Continued)

The directors do not anticipate that the adoption of those
new/revised HKFRSs, as stated in item [1] above, in future
periods will have any material impact on the results of the
Group.

For the new/revised HKFRSs as stated in item [2] to [5]
above, the directors are in the process of assessing the
possible impact of the future adoption of these new/revised
HKFRSs, but are not yet in a position to reasonably estimate
their impact on the financial statements.
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etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

ADOPTION OF NEW/REVISED HKFRSs

The HKICPA has issued a number of new/revised HKFRSs that are
first effective for the current accounting period of the Group and
the Company. Of these, the changes in accounting policy relevant
to the Group's financial statements are as follows:

Amendment to HKAS 1: Presentation of Items of Other
Comprehensive Income

The amendments to HKAS 1 require entities to group together
items within other comprehensive income that will not be
reclassified to profit or loss separately from items that may be
reclassified subsequently to profit or loss if certain conditions
are met. Other than the presentation changes, the application
of the amendments does not have an impact on the amounts
recognised.

Further, these amendments change the title for “income
statement” to “statement of profit or loss” and “statement of
comprehensive income” to “statement of profit or loss and other
comprehensive income”. However, HKAS 1 retains the option to
use titles for the statement other than those used in HKAS 1. The
Group continues to use “income statement” and “statement of
comprehensive income”.
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/ BIF&ERZRMIFE Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

ADOPTION OF NEW/REVISED HKFRSs (Continued)

HKFRS 10: Consolidated financial statements

HKFRS 10, which replaces the requirements in HKAS 27
Conslidated and separate financial statements relating to the
preparation of consolidated financial statements and HK-SIC
12 Consolidation — Special purpose entities, introduces a single
control model to determine whether an investee should be
consolidated. It changes the definition of control by focusing on
whether the entity has power over the investee, exposure or rights
to variable returns from its involvement with the investee and the
ability to use its power to affect the amount of those returns.

In accordance with the transitional provisions of HKFRS 10, the
Group reassessed the control conclusion for its investees at the
date of initial application. The exercise does not change any of
the control conclusions reached by the Group in respect of its
involvement with other entities at that date.
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etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

ADOPTION OF NEW/REVISED HKFRSs (Continued)

HKFRS 11: Joint Arrangements

HKFRS 11, which replaces HKAS 31 Interest in joint ventures and
HKSIC-13 Jointly controlled entities — Non-monetary contributions
by venturers, divides joint arrangements into joint operations
and joint ventures. Such classification is determined based on
the rights and obligations of parties to the joint arrangements by
considering the structure, legal form, contractual terms and other
facts and circumstances.

A joint operation is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the assets,
and obligations for the liabilities, relating to the arrangement
while a joint venture is a joint arrangement whereby those parties
have rights to the net assets of the arrangement. Joint operations
are recognised on a line-by-line basis to the extent of the joint
operator’s interest while joint ventures are accounted for using the
equity method. Proportionate consolidation is no longer allowed.

As a result of the adoption of HKFRS 11, the Group has re-
evaluated its involvement in its joint arrangements and has
reclassified the investment from jointly controlled entities to joint
ventures. The investment continues to be accounted for using the
equity method and therefore this reclassification does not have
any material impact on the amounts recognised.
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/ BIF&ERZRMIFE Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

ADOPTION OF NEW/REVISED HKFRSs (Continued)

HKFRS 12: Disclosure of interest in other entities

HKFRS 12 sets out in a single standard all the disclosure
requirements relevant to interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities. In
general, the disclosures required by HKFRS 12 are more extensive
than those previously required by the respective standards, such as
summarised financial information of subsidiaries with material NCI,
material associates and material joint ventures. To the extent that
the requirements are applicable to the Group, those disclosures
are set out in notes 18, 19 and 20 to the financial statements.

HKFRS 13: Fair value measurement

This new standard improves consistency by providing a single
source of guidance for fair value measurement and disclosures
about fair value measurement when such measurement is
required or permitted by other HKFRSs. Fair value is defined as the
price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at
the measurement date.

In accordance with the transitional provisions, the standard has
been applied prospectively. Apart from the additional disclosures
about fair value measurements for the current year set out in
note 41 to the financial statements, the application of the new
standard does not have any material impact on the amounts
recognised.
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etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

ADOPTION OF NEW/REVISED HKFRSs (Continued)

HKAS 19 (2011): Employee Benefits

HKAS 19 (2011) introduces a number of amendments to the
accounting for employee benefits. Among them, HKAS 19 (2011)
eliminates the “corridor method” under which the recognition of
actuarial gains and losses relating to defined benefit obligations
could be deferred and recognised in profit or loss over the
expected average remaining service lives of employees. Under the
revised standard, all actuarial gains and losses are required to be
recognised immediately in other comprehensive income within
equity. In addition, all past service costs (including unvested past
service costs) are required to be recognised immediately in profit
or loss.

As a result of the adoption of HKAS 19 (2011), the Group has
changed its accounting policy with respect to defined benefit
plans, for which the corridor method was previously applied. The
adoption is made in accordance with the transitional provisions as
set out in HKAS19 (2011) and no sensitivity analysis is disclosed on
comparative information. The change in this accounting policy did
not have a material effect on the current and deferred taxation as
well as the result and the financial position of the Group and the
Company in current year. This change in accounting policy has
been applied retrospectively by restating the balances at 1 January
2012 and 31 December 2012, with consequential adjustments to
comparatives for the year ended 31 December 2012 as follows:
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BE2012%F for the year ended
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THER Administrative expenses
IR A Profit for the year
FREMLRT Attributable to:
NA AR Owners of the Company
DERERARR Non-controlling interests
FETHER Consolidated statement of
HBZE2012%F comprehensive income for the
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AEBAMEE Remeasurement of defined
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Fo AT 2
As previously
reported

TET
Us$°000

302,040
600,129

455,171
144,958

636,249

481,891
154,358

US8.14 cents
US8.11 cents

KRAEEE:T
AERIZE 19 5%
o zEE
Effect of the
adoption of
HKAS 19 (2011)
FET
Us$’000
g, Cfd)
Increase/
(Decrease)

(4,590)
4,590

3,451
1,139

7,016

11,606

8,813
2,793

US0.06 cents
US0.06 cents

HKAS 19 (2011): Employee Benefits (Continued)

RET|

As restated
FET
Us$000

297,450
604,719

458,622
146,097

7,016

647,855

490,704
157,151

US8.20 cents
US8.17 cents
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The Group

Consolidated statement of
financial position
at 31 December 2012:
Employee benefit obligations
Reserves
— Remeasurement reserve
— Retained profits
Total capital and reserves
attributable to owners of
the Company
Non-controlling interests
Total equity

Consolidated statement of
financial position at
1 January 2012:
Employee benefit obligations
Reserves
— Remeasurement reserve
— Retained profits
Total capital and reserves
attributable to owners of
the Company
Non-controlling interests
Total equity

1 20 HattziraRaa TINGYI (CAYMAN ISLANDS) HOLDING CORP.

SR 2

As previously
reported
FET
Us$°000

18,060
2,456,313

1,559,147

2,550,933
946,312
3,497,245

14,064
1,965,581

1,307,047

2,099,745
586,521
2,686,266

HKAS 19 (2011): Employee Benefits (Continued)

KRAEEE:T
AERIZE 195
(2011) 22
Effect of the
adoption of
HKAS 19 (2011)
FET
Uss$’000
g, Cfd)
Increase/
(Decrease)

8,060
(6,783)
(11,655)

4,872

(6,783)
(1,277)
(8,060)

19,666
(15,596)
(17,017)

1,421

(15,596)
(4,070)
(19,666)

RET

As restated
FET
Us$000

26,120
2,449,530
(11,655)
1,564,019

2,544,150
945,035
3,489,185

33,730
1,949,985
(17,017)
1,308,468

2,084,149
582,451
2,666,600
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The Company

Statement of financial position
at 31 December 2012:

Employee benefit obligations
Reserves
— Remeasurement reserve
— Retained profits
Total equity

Statement of financial position
at 1 January 2012:

Employee benefit obligations
Reserves
— Remeasurement reserve
— Retained profits
Total equity

Cycle

SR 2 W

As previously
reported
FET
Us$'000

9,441
192,835
161,291
287,455

8,425
171,200
165,279
305,364

relevant to the Group:
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HKAS 19 (2011): Employee Benefits (Continued)

KRABEBES
RIS 195%
o zEE
Effect of the
adoption of
HKAS 19 (2011)
FET
Us$°000

g2, Cfd)
Increase/
(Decrease)

3,390
(3,390)
(6,508)

3,118
(3,390)

9,876
(9,876)
(10,661)
785
(9,876)

=

As restated
FETT
US$°000

12,831
189,445

(6,508)
164,409
284,065

18,301
161,324
(10,661)
166,064
295,488

Various HKFRSs: Annual Improvements Project - 2009-2011

The improvements comprise a number of improvements to
standards including the following that are considered to be
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etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

HKAS 1: Presentation of Financial Statements - Clarification
of the Requirements for Comparative Information

The amendment clarifies that when an entity produces an
additional statement of financial position as required by HKAS
1, the statement of financial position should be as at the date
of the beginning of the preceding period, that is, the opening
position. No notes are required to support this statement of
financial position. It also clarifies that when management provides
additional comparative statements voluntarily, it should present
the supporting notes to these additional statements. The Group
has decided not to provide additional comparative statements
voluntarily and therefore the adoption of this amendment has no
impact on the financial statements.

HKAS 16: Property, Plant and Equipment - Classification of
Servicing Equipment

The amendment clarifies that spare parts and servicing equipment
are classified as property, plant and equipment rather than
inventory when they meet the definition of property, plant and
equipment. Since only spare parts and servicing equipment
which are not expected to be used for more than one period are
classified as inventory according to the Group’s accounting policy,
the adoption of this amendment has no material impact on the
financial statements.
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HE2013F12A3181LFE
For the year ended 31 December 2013

ADOPTION OF NEW/REVISED HKFRSs (Continued)

Amendment to HKFRS 7: Disclosure - Offsetting Financial
Assets and Financial Liabilities

These amendments added disclosure requirements for offsetting
financial assets and financial liabilities, including a) the gross
amounts of those recognised financial assets and recognised
financial liabilities; b) the amounts that are set off in accordance
with HKAS 32 when determining the net amounts presented in
the statement of financial position; c) the net amounts presented
in the statement of financial position; d) the amounts subject to
an enforceable master netting arrangement or similar agreement
that are not otherwise included in item b) above, and e) the
net amount after deducting the amounts in item d) from item
c) above. The adoption of the amendments does not have an
impact on these financial statements because the Group has
not offset financial instruments, nor has it entered into master
netting arrangement or similar agreement which is subject to the
disclosures of HKFRS 7 during the periods presented.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and assumptions concerning the future and judgements
are made by the management in the preparation of the financial
statements. They affect the application of the Group's accounting
policies, reported amounts of assets, liabilities, income and
expenses, and disclosures made. They are assessed on an on-
going basis and are based on experience and relevant factors,
including expectations of future events that are believed to be
reasonable under the circumstances. Where appropriate, revisions
to accounting estimates are recognised in the period of revision
and future periods, in case the revision also affects future periods.

20/ 3 Annual Report S 3§

123



/ BIf&ERZRMT5T Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

124

5. BREFHEITRHEN(E)

()

FEMGFTREENRR

EHFRRME  HERRE
Rt BENEEZRE

EXEFABEEMAE BE
EERZBRERRIER 2 E
FEMETERERE - AFED
¥ HBELARBEREIBEOLG
B2EE TTRFHRFES

RTHEBHEERSRENRE
SETREBETEFE &
FATEREEELRTE
BEBEZCSHIZTEEE
BEZEHFITHFE - MR
BEDS  Ae2EERER
MEBFREETRSEEENA
WEEHE - EREERFTRR
SREBEEE - ERARBAE
MEREEFENERKEER
Bt P hEBRR  #ZEE
ENGElOeRteRmE
BRI E 2B PR - ik
fh AT B 2B HE /K A BE BB a5 1E K

B 48R
2o

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

0]

etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.

Key sources of estimation uncertainty

Useful lives and impairment of property, plant and
equipment and prepaid lease payments

The directors review the residual value, useful lives and
depreciation/amortisation method of property, plant and
equipment and prepaid lease payments at the end of each
reporting period, through careful consideration with regards
to expected usage, wear-and-tear and potential technical
obsolescence to usage of the assets.

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
directors have to assess whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence. If any such indication exists,
the recoverable amounts of the asset would be determined
by reference to value in use and fair value less costs to sell.
Value in use is determined using the discounted cash flow
method. Owing to inherent risk associated with estimations
in the timing and magnitude of the future cash flows and
fair value less costs to sell, the estimated recoverable amount
of the asset may be different from its actual recoverable
amount and profit or loss could be affected by accuracy of
the estimations.
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5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

0]

Key sources of estimation uncertainty (Continued)

Deferred tax assets

As at the end of the reporting period, no deferred tax asset
in relation to unused tax losses has been recognised in the
consolidated statement of financial position. The recognition
of the deferred tax asset mainly depends on whether
sufficient profits or taxable temporary differences will be
available in the future. In cases where the actual future
profits generated are different from the original estimate, a
material recognition of deferred tax assets may arise, after
taking into account the utilisation of previously unrecognised
tax losses, which would be recognised in profit or loss in the
period in which such estimate is changed.

Deferred tax liabilities

Deferred tax liabilities have not been provided for the
withholding tax that would be payable on the undistributed
earnings of certain entities of the Group in the PRC as
those earnings are not expected to be distributable in the
foreseeable future. Details of deferred tax liabilities are
disclosed in note 34 to the financial statements.

6. TURNOVER

The Group's turnover represents revenue arising from the sale of

goods at invoiced value to customers, net of returns, discounts
and Value Added Tax.
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SEGMENT INFORMATION

The Company’s executive directors have been identified as
the chief operating decision-maker of the Group. The Group
has identified its operating segments and prepared segment
information based on the regular internal financial information
reported to the Company's executive directors for their decisions
about resources allocation to the Group’s business components
and review of these components’ performance. The Company’s
executive directors consider the business principally from a product
perspective as over 99% of the Group's sales and business are
conducted in the PRC. Business reportable operating segments
identified are instant noodles, beverages, instant food and others.
The segment of others includes investment holding, logistics and
supportive functions.

For the purposes of assessing the performance of the operating
segments and allocating resources between segments, the
executive directors assess segment result after finance costs for
the year which is consistent with that in the financial statements.

Segment assets include all assets with the exception of available-
for-sale financial assets, financial assets at fair value through profit
or loss, interest in associates and joint ventures. Segment liabilities
include all liabilities with the exception of employee benefit
obligations.

Inter-segment sales are priced at cost plus profit margin. The
accounting policies of the reporting segments are the same as the
Group's accounting policies as described in note 3 to the financial
statements.

The geographical location of the Group’s customers is based on
the location at which the goods are delivered. Over 99% of the
revenues from external customers of the Group are attributable
to customers located in the PRC, the place of domicile of the
Group's operating entities. Meanwhile, over 99% of the Group'’s
non-current assets other than available-for-sale financial assets are
located in the PRC.

No revenue from a single external customer amounted to 10% or
more of the Group’s revenue.
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DEER(E) 7. SEGMENT INFORMATION (Continued)
R2013F K 2012F 12 A31HZ D The segment information for the years ended 31 December 2013
EBERT and 2012 is as follows:
XD Business segment analysis
2013
Rk
HEE Inter-
Instant B FERM Hf?  segment Rt
noodles Beverages Instantfood  Others elimination Total
FET FE£7 FET FET FE7 FET
USs'000  US$'000  US$'000  US$'000  USS000  USS'000
2 Turnover
INRE B Iz Revenue from external customers 4,332,159 6,267,617 202,518 138,702 — 10,940,996
D 2 s Inter-segment revenue 51 855 301 100,492  (101,699) —
e EHE Segment revenue 4332,210 6268472 202,819 239,194  (101,699) 10,940,996
PBEE(CHRHBFER) Segment result after finance costs 490,965 198,526  (11,043) 31,713 (3,220) 706,941
BN AR Share of results of associates
RENREE and joint ventures — 19,266 (3,217) — - 16,049
BB AER (B8) Profit (loss) before taxation 490,965 217,792  (14,260) 31,713 (3.220) 722,990
HIE Taxation (154,184) (62,912) 231 (11,814 —  (228,679)
KEEZRR(FE) Profit (loss) for the year 336,781 154,880  (14,029) 19,899 (3.220) 494,311
BE Assets
PHEE Segment assets 3,420,533 5,075,114 182,198 839,614 (1,232,099) 8,285,360
BENAER Interest in associates — 25,628 3,422 - - 29,050
RENTER Interest in joint ventures — 57,883 22,393 — - 80,276
Ao EE Unallocated assets 29,635
BEE Total assets 8,424,321
af Liabilities
NHERE Segment liabilities 1,290,983 3,179,545 77,143 1,106,220 (1,184,143) 4,469,748
*OEARE Unallocated liabilities 28,186
Baf Total liabilities 4,497,934
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7. DEERE)

SEGMENT INFORMATION (Continued)

ERSBAW(E) Business segment analysis (Continued)
2013
P 8
HEE Inter-
Instant Bhm  AERE Hft  segment &t
noodles Beverages Instantfood  Others elimination Total
FET FET FET FET FET FET
USS'000  USS000  USS000  USS000  US$000  US$000
Hit&H Other information
HEREH Depreciation and amortisation 93,054 342,116 7,880 9,288 — 452,338
BRRR Capital expenditures 21364 631,213 7714 35799 — 896,090
WEER Impairment losses 14200 35,602 - — — 49,802
BHRERER Reversal of impairment losses 6,381 — — — — 6,381
MEKA Interest income 53,984 6,835 968 10015 (20275 51527
FMEZH Interest expenses 9 29,446 — 28171 (20,275) 37,351

etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.



/ BIF&ERZRMIFE Notes to the Financial Statements /
HE2013F12A3181LFE
For the year ended 31 December 2013

STHER(E) 7. SEGMENT INFORMATION (Continued)
EBDIoM(E) Business segment analysis (Continued)
2012
P2 g
HEf Inter-
Instant #om AERM it segment CH
noodles  Beverages Instant food Others  elimination Total

TXT XL FXT TET TET TAL
Us§000  US$000  USST000  USS000  USS000  US$000

(&5 (4 &) (4 &3
(restated) (restated)) (restateq)
EXH Turnover
SREF K Revenue from external customers 3959,782  4,930961 234,044 87,065 — 9211,852
288 2 Wz Inter-segment revenue 874 1,410 84 9,168 (98,536) —
DHEEE Segment revenue 3,960,656 4,932,371 234,128 183,233 (98,536) 9,211,852

PIMEE (BHRHKER) Segment result after finance costs 464,268 168,704 7,032 4322 (5,669) 638,657
FEBERALATIEE  Share of results of associates and

joint ventures = 3,966 = = = 3,966

WiEsE Y (EABRMKEE  Gain on bargain purchases, net
ERABAER) of expenses related to acquisition — 189,859 — - — 189,859
BRBLAT A Profit before taxation 464268 362,529 7,032 4322 (5669) 832,482
o] Taxation (140,866)  (75713)  (3481)  (7,703) —  (227,763)
KEE 2 BH(FR) Profit (loss) for the year 323402 286,816 3,551 (3381)  (5669) 604,719
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DEER(E) 7. SEGMENT INFORMATION (Continued)
EBDIoM(E) Business segment analysis (Continued)
2012
k]
HER Inter-
Instant #fm  HERm Efts  segment B3t
noodles  Beverages Instant food Others  elimination Total
FET FELT  FET  FERT FET  FET
Uss$ 000  US§000  US§000  US$000  US$000  USS000
(&5 (4 &) (4 &3
(restated) (restated) (restateq)
BE Assets
PHEE Segment assets 2,916,279 4,328,382 188,739 573,601  (673,848) 7,333,153
BanmER Interest in associates — 21324 - — — 21,324
RENTER Interest in joint ventures — 49,404 13,710 — — 63,114
AOBREE Unallocated assets 55,672
BEE Total assets 7,473,263
af Liabilities
NHBRE Segment liabilities 968,816 3,032,460 82951 927,777 (1,054,046) 3,957,958
*OREE Unallocated liabilities 26,120
BER Total liabilities 3,984,078
2 ER Other information
HEREH Depreciation and amortisation 78889 294,925 6,152 7,791 — 387,757
BARY Capital expenditures 337,123 519,012 20,026 5,361 — 881,522
WEER Impairment losses 13,900 — — — — 13,900
B B 1 Reversal of impairment losses 3,487 — — — — 3,487
F.2MA Interest income 48,910 19,996 1,290 6,207 (27,998) 48,405
MEZ Interest expenses 760 39,007 — 20904  (27,998) 32,673

etz ERAR TINGYI (CAYMAN ISLANDS) HOLDING CORP.
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Hitn s & AR WK A 8. OTHER REVENUE AND OTHER NET INCOME
2013 2012
FET FET
us$’ooo Us$°000
Hapuzs Other revenue
FEWA Interest income 51,527 48,405
A& FIM A Dividend income 747 1,595
52,274 50,000
HanFl A Other net income
PTESMTAZAREEE Change in fair values of derivative
financial instruments 12,181 —
b 5 W a5 ’E Exchange gains, net 18,812 6,269
5 R om 2 W Gain on sales of scrapped materials 31,057 26,722
I8 T 8 B Government grants 47,814 35,978
g E W= - Bk Gain on bargain purchase, net of
WHEEEIEHEER expenses related to acquisition — 189,859
HEAHEEeMEE Gain on disposal of available-for-sale
Z Wz financial assets 14,397 —
EAh Others 39,150 35,939
163,411 294,767
215,685 344,767
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