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BASIS OF PREPARATION

In preparing the financial statements, the directors have made careful
assessments of the working capital and financing requirements of the
Group in the foreseeable future as the Group had current liabilities
exceeded its current assets by US$46,404,000 (2000:
US$127,630,000 as restated in note 9) at the balance sheet date.

Taking into account the existing banking facilities and cash balance of
the Group and continuing profitable operations in the future, 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, the financial statements have been prepared on a

going concern basis.

PRINCIPAL ACCOUNTING POLICIES

(a) Basis of accounting

The financial statements have been prepared in accordance with
Statements of Standard Accounting Practice (“SSAPs") and
Interpretations issued by the Hong Kong Society of Accountants,
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with
applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited. A summary of the principal accounting policies adopted

by the Group is set out below.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(a) Basis of accounting (continued)
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In the current year, the Group adopted the following SSAPs
which are effective for the accounting periods commencing on

or after | January 2001:

SSAP 9 (revised) Events after the balance sheet date

SSAP 14 (revised) Leases (effective for the periods

commencing on or after | July 2000)

SSAP 26 Segment reporting

SSAP 28 Provision, contingent liabilities and
contingent assets

SSAP 30 Business combination

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and

accounting for investments in

subsidiaries

The effect of adopting these new/revised accounting standards,

if any, is set out in the relevant notes to the financial statements.

Basis of preparation

The measurement basis used in the preparation of the financial
statements is historical cost modified by the marking to market
of certain investments in securities as explained in the

accounting policies set out below.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

©

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 3|
December each year. The results of subsidiaries acquired or
disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to

the effective date of disposal, as appropriate.

Al significant inter-company transactions and balances within the

Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders

in the operating results and net assets of subsidiaries.

Goodwill

Positive goodwill arising on consolidation represents the excess
of the cost of the acquisition over the Group’s interest of the
fair value of the identifiable assets and liabilities acquired at the
date of acquisition. Positive goodwill arising on acquisitions prior
to | January 2001 is taken to reserves in the year of acquisition.
Positive goodwill arising on acquisitions after | January 2001 is
recognised as an asset and amortised on a straight-line basis

over its useful economic life.

Negative goodwill represents the excess of the Group's interest
in the fair value of the identifiable assets and liabilities acquired
at the date of acquisition over the cost of the acquisition.
Negative goodwill arising on acquisitions prior to | January 2001
is credited to capital reserve. Negative goodwill arising on
acquisitions after | January 2001 is presented as a deduction
from assets and is released to income based on an analysis of

the circumstances from which the balance resulted.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(d)

Goodwill (continued)

On disposal of a subsidiary or an associate during the year, any
attributable amount of purchased goodwill not previously
amortised through the consolidated income statement or which
has previously been dealt with as a movement on Group
reserves is included in the calculation of the gain or loss on

disposal.

Subsidiaries

A subsidiary is an enterprise, in which the Company, directly or
indirectly, has the power to govern the financial and operating
policies so as to obtain benefits from its activities. In the
Company's balance sheet, the investments in subsidiaries are
stated at cost less impairment losses. The carrying amount of
the investment is reduced to its recoverable amount on an
individual basis. The results of subsidiaries are accounted for by

the Company on the basis of dividends received and receivable.

Associates

An associate is an enterprise, in which the Group has significant
influence and which is neither a subsidiary nor a joint venture of

the Group.

The consolidated income statement includes the Group's share of
the post-acquisition results of its associates for the year, any
amortisation of positive or negative goodwill charged or credited
during the year in accordance with note 2(d) and recognised
impairment losses. The consolidated balance sheet includes the
Group’s share of the net assets of associates and positive/
negative goodwill (net of accumulated amortisation) on

acquisition less impairment losses.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

()

Associates (continued)

The results of associates are accounted for by the Company on
the basis of dividends received and receivable. In the Company's
balance sheet, investments in associates are stated at cost less

impairment losses.

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.

Sale of goods is recognised when goods are delivered and title

has passed.

Interest income is accrued on a time proportion basis on the

principal outstanding and at the interest rate applicable.

Dividend income from investments is recognised when the

Group’s rights to receive payment have been established.

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and

accumulated impairment losses.

The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use, which include the
estimated cost for dismantling, removing the asset and restoring

the site.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Property, plant and equipment (continued)

Expenditure incurred to replace a separate component of an
item of property, plant and equipment, including major
inspection and overhaul expenditure, is capitalised and
accounted for as a component of the asset. Other subsequent
expenditure is capitalised as an additional cost of the asset only
when it can be clearly demonstrated that the expenditure has
resulted in an increase in the future economic benefits expected

to be obtained from the use of the asset.

The gain or loss arising from the retirement or disposal of
property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the
assets and is recognised as an income or expense in the income

statement.

Depreciation is provided to write off the cost of property, plant
and equipment, other than construction in progress, over their
estimated useful lives from the date on which they become fully
operational and after taking into account their estimated
residual values, using the straight-line method. The estimated

useful lives of the assets with a 10% estimated residual value are

as follows:

fl =t AT € RIS IR
Estimated useful life
Buildings 10 to 30 years

Machinery and equipment:
- For instant noodles and beverage 12 years
- Others 5 to 10 years
Electrical appliances and equipment 5 years
Miscellaneous equipment 5 years

Land use rights in the People’s Republic of China (the “PRC")

are amortised over the remaining period of the lease.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(h) Property, plant and equipment (continued)

No depreciation is provided in respect of construction in

progress until it is completed and put into commercial operation.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,

where shorter, the terms of the leases.

Construction in progress

Construction in progress is stated at cost, less accumulated
impairment losses, which 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.

Impairment loss

Internal and external sources of information are reviewed at
each balance sheet date to identify indications that the following
assets may be impaired or an impairment loss previously

recognised no longer exists or may have decreased:

- Property, plant and equipment;
- Investments in subsidiaries and associates; and

- Positive goodwill.

If any such indication exists, the asset’s recoverable amount is
estimated. If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. Impairment losses
are recognised as an expense immediately, unless the relevant
asset is carried at revalued amount, in which case the

impairment loss is treated as a revaluation decrease.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

0)

Impairment loss (continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant asset is
carried as a revalued amount, in which case the reversal of the

impairment loss is treated as a revaluation increase.

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 of

completion and the estimated costs necessary to make the sale.

Foreign currencies

Transactions involving foreign currencies are translated at the
rates of exchange ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies at the
balance sheet date are retranslated at the rates of exchange
ruling at that date. Translation differences are included in the

income statement.
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For the year ended 31 December 2001

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(I) Foreign currencies (continued)

The assets and liabilities of subsidiaries and associates expressed
in foreign currencies are translated into United States dollars at
rates of exchange ruling at the balance sheet date. The results of
these subsidiaries and associates are translated into United
States dollars using the average rate of exchange of the year.
Exchange differences arising from the translation of the financial
statements of subsidiaries and associates are dealt with as a

movement in exchange reserve.

(m) Capitalisation of 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.

(n) Taxation

The charge for taxation is based on the results for the year as
adjusted for items which are non-assessable or disallowed.
Timing differences arise from the recognition for tax purposes
of certain items of income and expense in a different accounting
period from that in which they are recognised in the financial
statements. The tax effect of timing differences, computed using
the liability method, is recognised as deferred taxation in the
financial statements to the extent that it is probable that a
liability or asset will crystallise in the foreseeable future. A
deferred tax asset is not recognised unless its realisation is

assured beyond reasonable doubt.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

(©)

Investments in securities

Investment securities held on a continuing basis for identified
long-term purpose are stated at cost and subject to impairment
review at each reporting date to reflect any diminution in their
value, which is expected to be other than temporary. The
amount of provisions is recognised as an expense in the period

in which the decline occurs.

Securities not classified as investment securities are classified as
other investments, which are stated at fair value in the balance
sheet. The unrealised holding gains and losses for other

investments are included in the income statement.

The gain or loss on disposal of investment securities and other
investments is accounted for in the period in which the disposal
occurs as the difference between net sales proceeds and the

carrying amount of the securities.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company are
accounted for as operating leases. Rentals payable under
operating leases are recognised as an expense on the straight-
line basis over the lease terms. Lease incentives received are
recognised in the income statement 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.

Cash equivalents

Cash equivalents in the cash flow statement represent short-
term highly liquid investments which are readily convertible into
known amounts of cash and which were within three months of
maturity when acquired; less advances from banks repayable

within three months from the date of the advance.
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For the year ended 31 December 2001

2. PRINCIPAL ACCOUNTING POLICIES (continued)

(")

Related parties

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial and
operating decisions. Parties are also considered to be related if
they are subject to common control or common significant

influence.

Segment reporting

In accordance with the Group’s internal financial reporting the
Group has chosen business segments be presented as the
primary reporting format and geographical segments as the

secondary reporting format.

Segment assets consist of primarily property, plant and equipment,
inventories, receivables and operating cash. Segment liabilities
comprise operating liabilities. Capital expenditure comprises
additions to property, plant and equipment and construction in

progress.

Unallocated liabilities represent corporate liabilities and minority

interests.
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3. BEBER KA 3. TURNOVER AND REVENUE
ARAIZFEXBRREER - HEBER The principal activity of the Company is investment holding. The
AZFEXBERKIT28 principal activities of the subsidiaries are set out in note 28 to the

financial statements.

EEERMGERNEFEECERE Turnover represents sale of goods at invoiced value to customers,
MERRE - FAMRIEER - net of returns, discounts and Value Added Tax (“VAT").
ERABZEXERRREDBIIRMAT ¢ Turnover and revenue recognised by category are as follows:
2001 2000
FET FET
Us$°000 Us$000
S Turnover
HEEM Sale of goods 944,566 735,244
Ht g 2 Other revenue
FIEWAKRE : Interest income from:
BITHER Bank deposits 1,689 2,630
BRELRT] Related companies 109 105
BERT An associate 186 59
Hith Others 282 —
REFLTREZRE Dividend income from
unlisted investment 195 2,503
2,461 5,297
g Total revenues 947,027 740,54
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4. SEGMENT INFORMATION

In the current year, the Group has followed the basis of identification of
reportable segments required by SSAP 26 “Segment reporting”.
Segment disclosures for the year ended 31 December 2000 have been

amended to conform with current year's presentation.
The Group is organised along four major business segments:

Instant noodles
Beverages
Baked goods

Other supporting businesses

The Group operates mainly in the PRC. The turnover and
contribution to the Group's profit are mainly from the PRC. No
geographical analysis is presented as less than 0% of the Group's
turnover and less than 10% of the consolidated trading results of the

Group are attributable to markets outside the PRC.
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4. SEGMENT INFORMATION (continued)

EBoBaNm Business segment analysis
7B e
s Rt Inter-
Instant #m Baked Hft  segment g4
noodles Beverages goods Others elimination Group
2001 2001 2001 2001 2001 2001
T T TE£7T TE£7T TE7T T#£7m
US$:000 US$:000 US$:000 US$:000 US$:000 Us$:000
EES Turnover
INRE P IRA Revenue from external customers 593,204 234,363 84,661 32,338 — 944566
7 EEZ A Inter-segment revenue 1,525 4192 8,225 207,612 (221,554) —
DEE KR Segment turnover 594,729 238,555 92,886 239,950 (221,554) 944,566
D EEE Segment result 75,793 5,780 2915 4249 (2,238) 96,499
WEER Finance costs (23,652)
FE5 Bt & 1 A Share of (losses) profits
(B1#8) & ﬂ of associates (12) (1,328) — 9% (379)
BR 5% A0 35 A Profit before taxation 72,468
18 Taxation (9,049)
BRBE—R Profit from ordinary
EBER activities after taxation 63419
DERRE S Minority interests (3,081)
LY A Profit attributable to shareholders 60,338
BE Assets
DEHEE Segment assets 755273 223,625 127,145 753,309 (746584) 1,112,768
AN Interest in associates 56 18,639 — 11,501 30,196
BERE Total assets 1,142,964
& Liabilities
DEEE Segment liabilities 372,337 144,254 71,595 137950 (286,491) 439,645
KA EE Unallocated liabilities 140,011
BERE Total liabilities 579,656
Hitn&ER Other information
FNERRFX Capital expenditure
incurred during the year 35,850 21,862 14,854 6941 79,507
e Depreciation 35303 13,483 5429 7,101 61316
EREZHH Amortisation of positive goodwill — 270 — — 270
EEREER Impairment loss on goodwill - 2,485 - - 2,485
Bt ARBMERE  Imparment loss on an associate — 2,855 — — 2,855

4P
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4. 3 FH @ 4. SEGMENT INFORMATION (continued)

EBoBaWm Business segment analysis
R 8
3| B Inter-
Instant @ Baked Hft  segment G
noodles Beverages goods Others elimination Group
2000 2000 2000 2000 2000 2000
T#71 TE£7 T#£7T T#7 T#7T T
US$:000 US$:000 US$:000 US$:000 US$:000 US$:000
EES Turnover
SVRE B A Revenue from external customers 533,404 110,581 70957 20302 — 735,244
7 &R Z A Inter-segment revenue 920 397 1,640 136,779 (139,736) —
DEEFER Segment turnover 534,324 110,978 72597 157,081 (139.736) 735244
DEEE Segment result 67,821 (1,228) 2878 (487) 729 69,713
B8R Finance costs (23,153)
FE 15 B & A A Share of (losses) profits
(&5 18) & 7 of assodiates 27) — — 370 343
Br 5% A A Profit before taxation 46903
BiE Taxation (5.366)
BRBZE-R Profit from ordinary
EBEF activities after taxation 41,537
DB R S Minority interests (1,428)
REEGEF Profit attributable to shareholders 40,109
&E Assets
DMEE Segment assets 720,665 214,800 115,236 706338 (712285)  1,044754
RN Interest in associates 118 = = 12,398 12516
BEHE Total assets 1,057,270
& Liabilities
DEEE Segment liabilities 330,127 139,909 64,569 135286 (252,530) 417,361
AARAEE Unallocated liabilities 105,982
BERE Total liabilities 523,343
HitEH Other information
FRNEARARX Capital expenditure
incurred during the year 6299 2902 525 2,168 1,894
e Depreciation 30,209 3,131 8227 7,067 58,634
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5. PROFIT BEFORE TAXATION

For the year ended 31 December 2001

2001 2000
FEx FET
us$’000 Us$'000
&kr (MA) ToIEE % This is after charging (crediting):
HEER Finance costs
FIEX Interest expenses:
ARLEFRABBERZ Bank and other loans wholly
RITREME K repayable within five years 23,652 28,134
Bo¥RREBR Gain on repurchase of floating
AR ES &N rate notes and convertible
EMBRER bonds, net of expenses — (4981)
23,652 23,153
2001 2000
FEx FET
us$’000 Us$'000
Hfth 7 B Other items
IR Staff costs 76,120 66,383
ZE R & Auditors' remuneration 570 643
BEETFERAE Cost of inventories 626,695 505,81 |
e Depreciation 61,316 58,634
ERBZEH Amortisation of positive
BEE goodwill included in other
Hini& 2 &R operating expenses 270 —
tERNE 2 BEER Impairment loss on an associate
BREEMEEER included in other operating expenses 2,855 —
BHEZREER Impairment loss on goodwill included
BREAMEEE in other operating expenses 2,485 —
REBHRE Minimum lease payments in
AN A respect of operating lease
charges for premises 5,592 4611
HREZHAEFBEER (EF) : Net holding loss (gain) on
financial assets:
FEE Non-current 2,758 2,408
mE Current 7 (139)
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