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In 2009, the Group's turnover was US$5,081.113 million, an
increase of 18.94% over 2008. The growth rates for turnover of
instant noodle, beverage and bakery were 10.68%, 32.11% and
3.54% respectively. In the fourth quarter, the Group’s turnover was
US$1,042.758 million, 15.68% higher than the same period last
year. The increase was mainly from sales growth in instant noodle
and beverage.

Although the prices of raw materials such as flour, palm oil, sugar
and PET resin continuously increased during the year, which
resulted in relatively great cost pressure, the Group was able to
offset the negative effect arising from the rise in production cost
through enhancing the organization effectiveness, adjusting its
product mix, enlarging the economic scale and effective control of
expenses. The Group's gross margin further improved by 2.45 ppt.
to 34.63% when compared to last year. During the year, the Group
increased its expenses in advertising strategically and strengthened
its sales network, in order to strengthen the Group’s brand as the
leader in the PRC market. Thus the distribution costs as percentage
of total sales at 20.33%, had slightly increased 0.98 ppt, when
compared to 2008's 19.35%. Other operating expenses increased
by US$13.245 million to US$81.650 million mainly due to the
increase in impairment loss of US$10.036 million resulted from the
progressive replacement of older equipments. Finance costs
decreased by 59.43% to US$12.644 million mainly due to the
decrease in bank borrowings. During the year, the Group
maintained a stable and healthy finance structure and a strong cash
flow. In 2009 earnings before interest, tax, depreciation and
amortization (EBITDA) was US$823.568 million and the profit
attributable to owners of the Company was US$383.207 million,
which had increased by 26.39% and 47.16% respectively when
compared to last year. Earnings per share was US6.86 cents.
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Instant Noodle Business

In recent years the instant noodle industry has entered a stage for
complex structural changes. Consumers are less confident of the
medium to lower end noodles. In response to the situation, as the
leading brand in the industry, Master Kong began to focus on the
“sustainable development of the industry”. Besides
Master Kong also worked

work of
accelerating product innovation,
positively with other players to strengthen their awareness in
production and quality control, in order to produce instant noodles
of better quality at reasonable cost. In turn, the industry and its
consumers will have healthy development. With the economic
recovery in 2010, it is expected that the demand for instant noodles
will grow noticeably.

In 2009, turnover for instant noodle business amounted to
US$2,307.513 million, an increase of 10.68% from previous year
and represented 45.41% of the Group’s total turnover. Gross
margin of instant noodle increased by 4.00 ppt. to 31.45%
compared with last year, mainly due to the drop in price of palm oil
when compared to 2008, the effective control of operating costs
and enhancement of production efficiency. Also effective
management of promotion cost also benefited the equity
shareholders in having profit of the instant noodle business
increased 66.66% from last year to US$253.114 million.

Master Kong's four classic instant noodle products, namely

“Noodles with Braised Beef ”, “Noodles with Spicy Beef ”
“Noodles with Stewed Mushroom and Chicken” and “Noodles with
Fresh Shrimp and Fish”, are well recognized by customers all over

the country. The grand launch of “Noodles with Pickled Mustard

Beef”, one of the top-five favors, all over the country in September,
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was also received well by the market. Among the above flavors,
“Noodles with Spicy Beef” had appealled to the vigorous and
enthusiastic young group for “the vitality and charm of spicy”, and
created a new orange sensation. In order to vitalize regional
catering culture and meet the different demands of consumers in
different areas, Master Kong launched a total of 10 new flavors in
different locations during the year. In South China, Master Kong
developed the local market in Guangdong Province, launching the
“Guangdong Noodles”. The Group’s auxiliary brands,
“Shimianbafan” continued its promotion under “The journey for
Fried Noodle delicacy”, and through marketing with box and bag
packaging, further consolidated Master Kong'’s leading position in
the mixed fried noodle market segment. “Mianba La Mian”, being
the annual promotional theme of “Microwave Cooked Noodles”,
has improved the flavor of its “Hot Pot Soup Noodles” series and
effectively satisfied consumers who crave for quality noodle. “Jin
Shuang La Mian” and “Hao Zi Wei"” have also made their foray in
the medium/low-end market segments. Thus, through the careful
planning of product introductions, our noodle business continued
to flourish.

BHHFR : ACNielsenE & L~ —FENF+ Al

Sources:

ACNielsen SCAN TRACK EXPRESS ~ December 2009
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In the low-end noodle market segment, the Group has made
“Fumanduo” the primary brand to achieve the strategic targets of
maintaining growth in sales and enhancing product advantages and
strengthening brand awareness continuously. The Group enhanced
the performance-price ratio of the medium priced “Super
Fumanduo”, strengthening its leading brand position in the young
customer segment by communicating the theme of “the New
Power of Flavor”. The sales of bowl noodles grew steadily after
their introduction. The Group also developed “Rou Gu Wang”, the
medium priced noodle in bone soup base and upgraded the
RMB1.0 bone soup noodle market to satisfy consumers’ demand.
The RMB 1.0 Fumanduo and the “Yi Wan Xiang” series built a
strong foothold in the lower markets levels to counter other
competing products and their sales have grew rapidly. “Fumanduo
Fried Noodle” was launched in the southern region to open the
new RMB 1.0 market to meet the demand of customers there who
like eating noodles in summer, thus increasing the per capita
number of packages consumed for local population. In the snack
noodle market, the launching of new flavors led to the overall sales
growth for snack noodle. Thus, the improved and refined product
introductions have been effective in helping to develop the Group’s
low-end noodle market.

According to ACNielsen’s latest survey on retails in December 2009,
Master Kong's sales volume and value of instant noodles have
41.7% and 54.6% respectively of the market shares, of which
noodles with high-end containers represented 69.3% of the market
turnover and high-end packet noodles had 71.6% of the market
turnover, steadfastly securing their leading positions for more than
10 years.

On the production front, the construction and introduction of
advanced automatic new plants, as well as the adoption of the
TPM, 1SO9000, ISO1400 and WMS improvement tools, have
improved productivity effectively and increased production
efficiency, thus alleviated some of the pressure on production costs
from the rising raw material prices and labor cost. Through some 15
cost saving initiatives overhead expenditure decreased by 4.0%. The
Group promoted strongly its internal logistics to stabilize the freight
expenses and through the improved strategies above, Master
Kong'’s leading position in the instant noodle market in the PRC was
further consolidated.
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The beverage industry is such a large consumer market in the PRC

=

that large international beverage groups have been attracted to
enter the market and they have made rapid investments, enlarged
bases and developed new products, resulting in a highly intensive
competitive environment.

The Group markets RTD tea, bottled water and fruit juice as its
major products. On the back of the efficient strategy of
marketability and the comprehensive sales network, the Group
achieved sales growth ahead of other brands and was one of the
fastest growing beverage manufacturers for the year. In 2009,
turnover for beverage business increased by 32.11% to
US$2,541.962 million as compared to last year, representing
50.03% of the Group’s total turnover. During the year, gross margin
of beverage business increased by 0.68 ppt. to 36.87% and gross
profit increased by 34.59% to US$937.235 million. Profit
attributable to owners of the Company from the beverage business
was US$114.009 million, an increase of 14.79% from last year.

Since Master Kong entered the drinks market some ten years ago, it
has become the leading brand in the tea drinks market in the PRC.
Master Kong's instant tea represents flavor, healthiness and
varieties. During the year the Group launched new products such as
Tie Guan Yin tea, Oolong tea and sugar free green tea, further
expanding its market share in the tea drinks market. With more and
more sub-categories of products, Master Kong further strengthens
its position in the market. During the year, the promotional lucky
draw activity of “One More Bottle”, which was a sensation all over
the country, stimulated tea drinks in the market and its
consumption and made tea drinks the hottest category of drinks in
the summer of 2009. This was not only meeting consumers
demand, but also helping the development of the beverage
industry.

With the shortage of water resources in the PRC, quality mineral
water becomes scarcer, so mineralized water becomes the best
alternative in the market, with an astonishing rise in demand.
Enterprises have been attracted to enter the market and created a
crazy low-price competitive market. Through advanced production
technology, enhanced scale and economic efficiency, Master Kong
maintains its social responsibility to provide consumers with
professional, healthy, safe, affordable and convenient products.
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Following the success of tea drinks, the promotional lucky draw
activity of “One More Bottle” for the healthy and tasty Master
Kong juice and “Daily C” was also launched. Consumers were able
to enjoy the fun of trying their luck when opening the bottles and
share the joy of winning the prize. Blackcurrant juice drink, a new
product of “Daily C", was launched during the period. In addition,
a sour plum drink was launched through online game marketing.
With the help of online marketing, consumers may re-discover sour
plum drinks and enjoy the essence and favors of traditional Chinese
drinks.

Master Kong helps to enhance Chinese tea drinking and makes
“tea-tasting” possible for the working population. Master Kong
holds the leading position in the tea drinks market. The latest retail
study by ACNielsen in December 2009 showed that sales volume of
Master Kong's RTD tea products had a market share of 50.4%,
which again is the leader in the market. Bottled water shared
21.4% of the market and ranking it number one brand in the
country. In respect of fruit juice, the duo brands — “Fresh Daily C”
and “Master Kong” with their diversified product offerings have
built a broad market for Master Kong and commanded a market
share of 16.6%, ranking second in the diluted fruit juice market.

BEHKF : ACNielsenEEN A H{E~—FENF+ZAH
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ACNielsen SCAN TRACK EXPRESS ~ December 2009
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Turnover of the bakery business segment in 2009 amounted to
US$155.232 million, representing an increase of 3.54% compared
to last year and 3.06% of the Group’s total turnover. Gross margin
for Bakery business increased by 2.29 ppt. to 40.68% and profit
attributable to owners of the Company increased by 19.2% to
US$7.034 million. The improved performance is the result of the
enhancement of production efficiency and the effective control of
operating expenses. During the year, turnover for core product
"3+2" sandwich cracker increased by 20.62% when compared to
last year.

According to ACNielsen’s survey in December 2009, Master Kong
ranked second in the sandwich cracker market with market share of
25.5% in sales value. Master Kong's egg rolls has market share of
25.2% and ranked number one in the market. Bakery business will
continue to expand with growth of sandwich cracker,
modernization of traditional foods, strengthening of core
production technologies and investments through different modes
of co-operations.

On 7 November 2008, the Company and Wei Chuan (BVI) Co., Ltd.
entered into an agreement, pursuant to which Wei Chuan (BVI) has
conditionally agreed to acquire from the Company the entire equity
interest in Hangzhou Wei Chuan Foods Co., Ltd. at a consideration
of RMB73.960 million. Hangzhou Wei Chuan Foods Co., Ltd. is a
wholly-owned subsidiary of the Company and principally engaged
in the manufacture and sale of refrigerated products. The disposal

has been completed in July 2009.
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The Group continued to maintain a stable and healthy finance
structure through the effective control of trade receivables, trade
payables and inventories. In the volatile financial market, the Group
felt appropriate to maintain sufficient cash balances. At 31
December 2009, the Group’s cash and bank deposits totalled
US$520.189 million, an increase of US$135.225 million from the
previous year. The Group’s total assets and total liabilities amounted
to approximately US$3,407.693 million and US$1,498.629 million
respectively, representing increases of US$446.177 million and
US$75.751 million respectively when compared to 31 December
2008. The debt ratio decreased by 4.07 ppt. to 43.98% as
compared with the same period in 2008.

At the end of 2009, the Group’s total borrowings decreased by
US$232.011 million to US$335.070 million. The borrowings were
mainly used for production facilities and working capital. The
Group’s proportion of the total borrowings denominated in foreign
currencies and Renminbi were 87% and 13% respectively, as
compared with 62% and 38% respectively last year. The proportion
between long-term loans and short-term loans was 35%: 65%, as
compared with 24%: 76% for 2008. The Group’s transactions were
mainly denominated in Renminbi. During the year, there has been
no significant adverse impact on the Group arising from exchange
rate fluctuations.

In respect of the instant noodle business, in 2009, we established a
new production base in Tianjin with fast and automatic production
of instant noodles, streamlined the staff structure, boosted energy
saving and environmental protection and set a new model for
instant noodle plants. New factories in Chengdu and Nanjing have
also commenced production during the year. These plants provided
strong support for our future development and growth and
strengthened the Group’s leading position in the instant noodle
market. Beverage business continued to expand its production in
Liuzhou. The plant has commenced production in 2009 which
further enhanced the Group competitiveness in the beverage
market.
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As at 31 December 2009, the Group employed 50,023 (2008:
49,089) employees.

In 2009, Tingyi (Cayman Islands) Holding Corp. continued to
enhance its organizational capacity in four areas, namely talent,
system, technology and team to produce results. With careful talent
selection and tailor made trainings, the Group strives to retent
talents of senior and medium ranked staff for the long term benefit
of the Group.

The Group refined the talent-deployment policy, improved the
Employees Manual, clearly defined the talent specifications and
talent-deployment standards, so that the selection of talents meets
the development requirements of the Group. The Group put
emphasis on the training of officers in key positions, and provided
systematic training in several aspects, including self-management,
management of subordinates and enterprise management, so as to
enhance their management and leadership skills. The Group also
established a talent retention mechanism at all levels in order to
train and retain talents for key positions. The Group planned to
adopt a more attractive salary and welfare system, implement a
talent-retention policy to raise the centripetal force of key
employees, as well as establish the “Ting Hsin International Group —
Master Kong Waseda Scholarship”, subsidizing 425 students to
study for the master’s degree at Waseda University in Japan within
five years, as part of its objectives of fulfilling its social
responsibilities.

Master Kong will continue to pursue in the talent-deployment
policy of diligence, honesty and ability, with the mission of
“nurturing first-class talents, creating top-grade products,
becoming the excellent enterprise, community commitment and
sustainable operation”, and strive to continue to achieve better
results.

Master Kong has always persisted in the principle of “Safety First,
Quiality Priority” to engage in the production and quality control of
its products. All of its companies have obtained the QS certificates
and all instant noodle factories have obtained ISO 9001: 12000
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certificate. As the top brand name in the instant noodle industry,
Master Kong has acted as the ultimate pioneer for the food safety
of the industry. In order to continuously enhance the safety
standards of food quality, the Group collected new laws and
regulations from home and abroad, actively focused on the latest
development of the industry and made timely predicted response
on the basis of the perfection of the food safety management
system. Starting from the source management, the Group
strengthened process management and control to ensure the
quality and safety of the Group’s products and maintain consumers’
highly confidence in the brand name of Master Kong. In respect of
drafting HACCP plans, the Group implemented the control and
correction system over CCP and improved the verification process to
ensure the scientific management. 17 instant noodle factories have
obtained HACCP certificate and 3 factories have gained the TPM
award.

The 15 beverage synthetic factories under the Group’s beverage

business have obtained relevant international certificates
concerning food quality/safety, such as 1ISO9000:2000 Certificate of
International Quality Management System, HACCP and
I1SO22000:2005 Food Safety Management Systems. Each production
factory continuously launched the systems including 55 and TPM to
ensure that products were produced according to the requirements
of food safety and circumstance of high hygiene standards.
Meanwhile, the Group strengthened the management of supply
chain, and ensured safety management could be implemented for
the food from farm to dinner table through suppliers’ instructions

and evaluation as well as traceability management.

Apart from product development and basic research, the test and
analysis department of precision laboratory of the Group’s Research
and Development Centre (“R&D Centre”) began to prepare for the
application for the Capability for Laboratory Accreditation in
September 2009. It is expected that the Group will obtain a CNAS
certificate issued by the China National Accreditation Service for
Conformity Assessment (“CNAS”) in June 2010. We have more
than 100 certificated projects, mainly including Basis of physical
and chemical analysis, analysis for pesticide residues, detection of
preservatives in food and analysis for additives and melamine, food
content and amino acid composition.
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