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Notes to the Financial Statements

HZE2010F12A31B LFE
For the year ended 31 December 2010

GENERAL INFORMATION

Tingyi (Cayman lIslands) 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 bakery products. The principal activities
of its subsidiaries are set out in note 39 to the consolidated
financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRS"),
which collective term includes all applicable Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKAS") 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.

These financial statements have been prepared on a basis
consistent with the accounting policies adopted in the 2009
financial statements except for the adoption of the new /
revised HKFRS effective from the current year that are relevant
to the Group 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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2. BASIS OF PREPARATION (Continued)

In preparing the 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$612,947,000 (2009: net current liabilities of
US$283,341,000) at the end of the reporting period.

Taking into account the existing banking facilities of the Group
and continuing profitable operations, 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 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 and financial assets at
fair value through profit or loss, which have been measured
at fair value as explained in the accounting policies set out
below.

(b) Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and all of its
subsidiaries as at 31 December each year. The financial
statements of the subsidiaries are prepared for the same
reporting year as that of the Company using consistent
accounting policies.

All inter-group balance, 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 ceased.
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3. TEEHEEK #) 3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) HEAEE (£) (b) Basis of consolidation (Continued)
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Non-controlling interests are presented separately in the
consolidated income statement and within equity in the
consolidated statement of financial position, separately
from owners of the Company. For each business
combination occurs on or after 1 January 2010, the non-
controlling interest in the acquiree is measured initially
either at fair value or at the non-controlling interest'’s
proportionate share of the acquiree’s net assets. For each
business combination occurred prior to 1 January 2010, the
non-controlling interest in the acquiree was measured at
the non-controlling interest's proportionate share of the
acquiree’s net assets.

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. From 1 January 2010, 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. Prior to 1 January 2010, losses applicable to the
non-controlling interest in excess of the non-controlling
interest in the subsidiary’s equity are allocated against the
interests of the Group except to the extent that the non-
controlling interest has a binding obligation and is able to
make an additional investment to cover the losses.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Basis of consolidation (Continued)

Changes in ownership interest

From 1 January 2010, 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 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
determined at the date when control is lost and (ii) the
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests
at the date when control is lost. The amounts previously
recognised in other comprehensive income in relation to
the disposed subsidiary is recognised on the same basis as
would be required if the Company 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 is accounted for as a financial asset,
associate, jointly controlled entity or others as appropriate
from the date when control is lost.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Basis of consolidation (Continued)

(c)

Changes in ownership interest (Continued)

Prior to 1 January 2010, any increase in the Group’s
ownership interest in a subsidiary was treated in the same
manner as an acquisition. For decreases in the Group's
ownership interest in a subsidiary, regardless of whether
the disposals would result in a loss of control, the
difference between the consideration received and the
carrying amount of the share of net assets disposed of was
recognised in profit or loss.

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 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 the profit or loss
during the year in which they are incurred.

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)

(c)

(d)

Property, plant and equipment (Continued)

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:
— For instant noodles

and beverages
— Others

Electrical appliances and equipment

12 years

5 to 10 years
5 years
Miscellaneous equipment 3 to 10 years

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.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(e)

()

(9)

Assets classified as held for sale

Assets are classified as held for sale if their carrying amount
will be recovered principally through a sale transaction
rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and
the asset is available for immediate sale in its present
condition. Management must be committed to the sale,
which should be expected to qualify for recognition as a
completed sale within one year from the date of
classification. When the Group is committed to a sale plan
involving loss of control of a subsidiary, all the assets and
liabilities of that subsidiary are classified as held for sale
when the above criteria for classification as held for sale
are met, regardless of whether the Group will retain a non-
controlling interest in the subsidiary after the sale. Assets
classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

Intangible assets - Trademarks

The initial cost of acquiring trademarks is capitalised.
Trademarks with finite useful lives are carried at cost less
accumulated amortisation and accumulated impairment
losses. Amortisation is provided on the straight-line basis
over their estimated useful lives.

Prepaid lease payments

Prepaid lease payments are up-front payments to acquire
fixed term interests in lessee-occupied land. The premiums
are stated at cost and are amortised over the period of the
lease on a straight-line basis to the profit or loss.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(h) Subsidiaries

(i)

A subsidiary is an entity in which the Group has the power
to govern the financial and operating policies so as to
obtain benefits from its activities.

In the Company’s statement of financial position, an
investment in subsidiary is stated at cost less impairment
loss. 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 entity in which the Group has significant
influence and which is neither a subsidiary nor a joint
venture.

The Group's investments in associates are accounted for
under the equity method of accounting. The consolidated
income statement includes the Group’s share of the post-
acquisition results of its associates for the year. The
consolidated statement of financial position includes the
Group's share of the net assets of associates and also
goodwill. The Group discontinues recognising its share of
further losses when the Group’s share of losses of the
associate equals or exceeds the carrying amount of its
interest in the associate, which includes any long term
interests that, in substance, form part of the Group’s net
investments in the associate.

Unrealised profits and losses resulting from transactions
between the Group and its associate are eliminated to the
extent of the Group's interest in the associate, 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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PRINCIPAL ACCOUNTING POLICIES (Continued)

(i)

)]

Associates (Continued)

In the Company’s statement of financial position, an
investment in associates is stated at cost less impairment
loss determined on individual basis. The results of
associates are accounted for by the Company on the basis
of dividends received and receivable.

When the Group ceases to have significant influence over
an associate, it is accounted for as a disposal of the entire
interest in that investee, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that
former investee at the date when significant influence is
lost is recognised at fair value and this amount is regarded
as the fair value on initial recognition of a financial asset as
set out in note 3(j) to the consolidated financial statements.

When an investment in an associate is classified as held for
sale, it is accounted for in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.

Financial instruments

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

A financial asset is derecognised when the Group’s
contractual rights to future cash flows from the financial
asset expire or when the Group transfers the financial asset
and the Group has transferred substantially all the risks and
rewards of ownership of the financial asset. A financial
liability is derecognised only when the liability is
extinguished, that is, when the obligation specified in the
relevant contract expires.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(j)  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 the profit or loss.

Loans and receivables

Loans and receivables including 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 balances 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 the profit or loss.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(j) 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 other comprehensive income and
separate component of 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 equity is transferred to
profit or loss. 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.

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. The impairment loss is recognised in
the profit or loss. 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
determined the impairment not been recognised.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

Impairment of financial assets (Continued)

When an available-for-sale financial asset is impaired, an
amount comprising the difference between its acquisition
cost (net of any principal repayment and amortisation) and
current fair value, the present value of estimated future
cash flows discounted at the current market rate of return
for a similar financial asset, less any previously recognised
impairment loss, is transferred from equity to profit or loss.
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 financial asset after recognition of
impairment loss is recognised in equity. Reversal of
impairment loss of available-for-sale debt instruments are
reversed through profit or loss, if the increase in fair value
of the financial asset can be objectively related to an event
occurring after the impairment loss was recognised in profit
or loss.

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, amounts due to associates, interest-bearing
borrowings and other non-current payables. All financial
liabilities 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.
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Notes to the Financial Statements

HZE2010F12A31B LFE
For the year ended 31 December 2010

PRINCIPAL ACCOUNTING POLICIES (Continued)

(k) 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.

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.

(m) 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 Dollars (“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.

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 the profit or loss.

sy——y o7
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(m) Foreign currency translation (Continued)

(n)

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

(a) assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the end of the reporting period;

(b) income and expenses for each income statement are
translated at average exchange rates;

(c) 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. On disposal of a
foreign operation, the cumulative amount of the
exchange differences deferred in the separate

component of equity relating to that foreign operation

is recognised in the 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. TEEHEEK #) 3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(0) ¥LRMEENHE (o) Impairment of non-financial assets
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At the end of each reporting period, the Group reviews
internal and external sources of information to determine
whether the carrying amounts of its property, plant and
equipment, prepaid lease payments, and intangible assets
have suffered an impairment loss or impairment loss
previously recognised no longer exists or may be reduced.
The Company reviews its interests in subsidiaries for any
indication of impairment loss 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 immediately.
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TINGYI (CAYMAN ISLANDS) HOLDING CORP.

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Borrowing costs

Borrowing costs incurred, net of any investment income on
the temporary investment of the respective 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 recognised as an expense on the straight-line basis over
the lease term. Lease incentives received are recognised in
the 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.

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.
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Notes to the Financial Statements

HZE2010F12A31B LFE
For the year ended 31 December 2010

PRINCIPAL ACCOUNTING POLICIES (Continued)

(r)

(s)

Government grants (Continued)

Government grants are recognised at their fair value where
there is reasonable assurance that the grants will be
received and all attached 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 the 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, contributions
to defined contribution retirement plans 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.

Defined contribution plans

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

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(s) Employee benefits (Continued)

Defined benefit plans

The defined benefit plans are generally funded by
payments from employees and the Group, taking into
account of the recommendations of the independent
qualified actuaries using the projected unit credit method.
The Group's obligation in respect of defined benefit plans is
calculated separately for each plan by estimating the
amount of future benefit that employees have earned in
return for their services in the current and prior periods,
which is discounted to the present value and reduced by
the fair value of any plan assets.

The amount recognised in the statement of financial
position represents the present value of the defined benefit
obligation as adjusted for unrecognised actuarial gains and
losses and unrecognised past service cost, and reduced by
the fair value of plan assets. Any asset resulting from this
calculation is limited to the net total of any cumulative
unrecognised net actuarial losses and past service costs,
plus the present value of any future refunds from the plan
or reductions in future contributions to the plan. If there is
no change or a decrease in the present value of the
economic benefits, the entire net actuarial gains or losses
with the past service cost of the current period is
recognised immediately.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions, which
exceed 10% of the greater of the present value of the
Group's defined benefit obligations and the fair value of
plan assets are amortised over the expected average
remaining working lives of the participating employees.
Past service cost is recognised immediately to the extent
that the benefits are already vested and otherwise is
amortised on a straight-line basis over the average period
until the benefits become vested.
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Notes to the Financial Statements

HZE2010F12A31B LFE
For the year ended 31 December 2010

PRINCIPAL ACCOUNTING POLICIES (Continued)

(t) 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 an employee 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 (“market conditions”).

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

2010 Annual Report ""m



<

HE 15 B B it

| 4

Notes to the Financial Statements

EHZE2010F12A31B L FF
For the year ended 31 December 2010

FTESHBR #®)

(u) ¥\

HESXHDIREAFEEERR
RFL BN A R B B (B IR
REEHEH EHNEREHEZ

GESSTEE S

EERBILIEBABEE  LEE
HEEZ A EEREERE
BZEEEME MRS ZEE
BEELZEBEE - AW HWE
BRERBEEMBBEDBETR
58 N8 &5t K ER T M
BEXBENNHER (NEX

BE O —BHBIKSIN) - AIF
EH+)\ L%RIE °

EEEWERANABERBER
EERBABREENAZHEA
HZERnEEE  RENGH
FEFEXREREHEZIRER

MG EPIGE -

BERBEETRIBEE A REER
Z AR KRB ) B AT W B = Al

ERBHZIIEEM T IAER -

I FE R IR 2 BB B A B R Bt 2

BIZREMELEZERNE K
BRI AERR - MR AN 5 B AT 2

BRERE2 BRI EREAEE

A] 5 R & B AUER S o

AedERaRAT

TINGYI (CAYMAN ISLANDS) HOLDING CORP.

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(u) 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 investment in subsidiaries and associates, 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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HZE2010F12A31B LFE
For the year ended 31 December 2010

PRINCIPAL ACCOUNTING POLICIES (Continued)

(v) Related parties

A party is related to the Group if

(a) directly, or indirectly through one or more
intermediaries, the party controls, is controlled by, or is
under common control with, the Group; or has an
interest in the Group that gives it significant influence
over the Group; or has joint control over the Group;

(b) the party is an associate of the Group;

(c) the party is a joint venture in which the Group is a
venturer;

(d) the party is a member of the key management
personnel of the Group;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in (d) or
(e); or

(g) the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity
that is a related party of the Group.

(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, has been
identified as the chief operating decision-maker that makes
strategic decisions.
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TINGYI (CAYMAN ISLANDS) HOLDING CORP.

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(x) Future changes in HKFRS

At the date of authorisation of these consolidated financial
statements, the HKICPA has issued the following new/
revised standards and amendments to HKFRSs that are not
yet effective for the current year, which the Group has not

early adopted.
Amendments to HKAS 32 Classification of Rights Issues’

Amendments to HKFRS 1
(Revised)

Limited Exemption from
Comparative HKFRS 7
Disclosures for First-time
Adopters?

HK(IFRIC) - Int 19 Extinguishing Financial
Liabilities with Equity
Instruments?

HKAS 24 (Revised) Related Party Disclosures’®

Amendments to
HK(IFRIC) - Int 14

Prepayments of a Minimum
Funding Requirement®

Improvements to

HKFRSs 2010

Amendments to HKFRS 7

Amendments to HKAS 12

HKFRS 9

Improvements to HKFRSs
20104

Disclosures - Transfer of
Financial Assets®

Deferred Tax: Recovery of
Underlying Assets®

Financial Instruments’
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3. TESTHHEK @) 3. PRINCIPAL ACCOUNTING POLICIES (Continued)
(x) BEREMBREER 2 RARED (B) (x) Future changes in HKFRS (Continued)

T R2010F2R1HS 2 BRI Z ' Effective for annual periods beginning on or after 1
FEHEEX February 2010

2 201078 1B ZERAZ 2 Effective for annual periods beginning on or after 1
F 5 HRE £ X July 2010

3 R20MNF1A1RRZERBAZ 3 Effective for annual periods beginning on or after 1
FEABRER January 2011

4 20106 7A1H32011461A81 4 Effective for annual periods beginning on or after 1
Hskz &Rk 2 EE B E AR July 2010 and 1 January 2011, as appropriate
(ansE A)

5 R20MF7R1RZERBZ > Effective for annual periods beginning on or after 1
FEABRAER July 2011

6 R2012F 1B 1R ZERBAZ 6  Effective for annual periods beginning on or after 1
F 5 HRE £ January 2012

7 R2013F1 AR ZERBAZ 7 Effective for annual periods beginning on or after 1
FEABRER January 2013

EETEH - A LAUBET - 1B8F] The directors do not anticipate that the adoption of these

R R ZEZTE LSV B®R new HKFRS in future periods will have any material impact

REXNEAZE - on the results and the financial position of the Group and

the Company other than disclosure changes.

sy—y=0 7
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ADOPTION OF NEW / REVISED HKFRS

The HKICPA has issued two revised HKFRSs, a number of
amendments to HKFRSs and two new Interpretations 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:

HKFRS 3 (Revised): Business Combinations / Improvements to
HKFRSs 2009 with amendments to HKFRS 3 (Revised)

The revised Standard introduces a number of major changes
including the following:

e acquisition-related transaction costs, other than share and
debt issue costs, to be expensed as incurred;

e existing interest in the acquiree to be remeasured at fair
value, with the gain or loss recognised in profit or loss,
upon subsequent changes in ownership interests;

e non-controlling interest in the acquiree to be measured at
either fair value, or at its proportionate interest in the
identifiable assets and liabilities of the acquiree;

e contingent consideration to be recognised at fair value at
the acquisition date; and

e goodwill to be measured at the excess of the aggregate of
the acquisition-date fair value of the acquirer’s interest in
the acquiree and the amount of any non-controlling
interest over the net of the acquisition-date amounts of
identifiable assets acquired and the liabilities assumed from
the acquisition.
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ADOPTION OF NEW / REVISED HKFRS (Continued)

The Improvements to HKFRSs 2009 contains amendments to
clarify the measurement of the fair value of an intangible asset
acquired in a business combination and to permit the grouping
of intangible assets as a single asset if each asset has similar
useful economic lives.

In accordance with the transitional provisions in HKFRS 3
(revised 2008), these new accounting policies will be applied
prospectively to any business combinations in the current or
future periods. No adjustments have been made to the carrying
values of assets and liabilities that arose from business
combinations whose acquisition dates preceded the application
of this revised standard.

The application of HKFRS 3 (revised 2008) and the
consequential amendments to other HKFRSs had no effect on
the financial statements for the current or prior accounting
periods as the Group has not entered into any business
combination during the year. The details of the changed
accounting policy are summarized in note 3(b).

HKAS 27 (Revised): Consolidated and Separate Financial
Statements

The revised Standard requires accounting for changes in
ownership interests in a subsidiary, while maintaining control,
to be recognised as an equity transaction. It also requires, when
the group loses control of a subsidiary, any interest retained in
the former subsidiary to be remeasured at fair value with the
gain or loss recognised in profit or loss. This principle is also
extended to a disposal of an associate through the
consequential amendments to HKAS 28: Investments in
Associates. The new accounting policies are set out in the notes
to the financial statements. Consistent with the transitional
provisions in HKFRS3, these new accounting policies will be
applied prospectively to transactions in current or future
periods and therefore previous periods have not been restated.
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4. ADOPTION OF NEW / REVISED HKFRS (Continued)

This change in accounting policy has affected the accounting
for the discontinuation of equity accounting for an associate in
2010. The difference of US$68,653,000 between the carrying
amount of the interest in an associate and its fair value has
been recognised in profit or loss included in other net income
for the year. Had the Group’s previous accounting policy been
followed, the carrying amount of the investment retained
would have been regarded as cost for the purpose of
subsequent accounting as an available-for-sale investment
under HKAS 39 Financial Instruments: Recognition and
Measurement and the movement in fair value would have been
recognised in other comprehensive income. The profit reported
for 2010 has therefore been increased by US$68,653,000, the
investment revaluation reserve has been decreased by
US$68,653,000; and an increase in the basic and diluted
earnings per share for the year by US1.22cents and
US1.22cents respectively as a result of the change in
accounting policy. This increase will be offset by a decrease in
profit of an equivalent amount when the investment is disposed
of in future accounting periods.

Amendments to HKAS 17: Classification of leases of land and
buildings included in Improvements to HKFRSs 2009

The Amendments remove the specific guidance regarding
classification of leases of land so that, following the
amendment, leases of land are classified as either “finance” or
“operating” using the general principles of HKAS 17.

The Group has re-evaluated the classification of its interests in
prepaid lease payments as to whether, in the Group’s
judgement, the lease transfers substantially all the risks and
rewards of ownership of the land such that the Group is in a
position economically similar to that of a purchaser. The Group
has concluded that the classification of such leases as operating
leases and recognition as prepaid lease payments continues to
be appropriate. The adoption of these amendments to the
Standard has no impact on the financial statements.
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ADOPTION OF NEW / REVISED HKFRS (Continued)

HK - Int 5: Presentation of Financial Statements - Classification
by the Borrower of a Term Loan that Contains a Repayment on
Demand Clause

The Interpretation concludes that, if a term loan (i.e. a loan that
is repayable on a specified date or in installments over a
specified period, usually in excess of one year) has a demand
clause (i.e. a clause that gives the lender an overriding right to
demand repayment without notice or with notice period of less
than 12 months at its sole discretion) in its term, the loan shall
be classified by the borrower as a current liability in the
statement of financial position. Similarly, the amounts
repayable under such a term loan shall be classified in the
earliest time bracket in the contractual maturity analysis as
required to be disclosed under HKFRS 7: Financial Instruments:
Disclosures. Since there is no such demand clause in the term
loans borrowed by the Group, the adoption of this
Interpretation has no material impact on the financial
statements.
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4,

ADOPTION OF NEW / REVISED HKFRS (Continued)

Amendments to HKFRS 5: Disclosures of non-current assets (or
disposal groups) classified as held for sale or discontinued
operations

The Amendments clarify that the disclosures required in respect
of non-current assets or disposal groups classified as held for
sale or discontinued operations are only those set out in HKFRS
5. The disclosure requirements of other HKFRSs only apply if
specifically required for such non-current assets or discontinued
operations.

Amendments to HKFRS 8: Disclosure of information about
segment assets

The Amendments clarify that the disclosure of segment assets is
required only if that measure is regularly reported to the chief
operating decision-maker.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and assumptions concerning the future and
judgements are made by the management in the preparation of
the consolidated 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.

Useful lives and impairment of intangible assets and
property, plant and equipment

The directors review the residual value, useful lives and
depreciation method of intangible assets and property, plant
and equipment at each financial year-end, 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 exercise judgement in the area of asset
impairment, particularly in assessing: (1) whether an event has
occurred that may affect the asset value or such event affecting
the asset value has not been in existence; (2) whether the
carrying value of an asset can be supported by the net present
value of future cash flows which are estimated based upon the
continued use of the asset or derecognition; and (3) the
appropriate key assumptions to be applied in preparing cash
flow projections including whether these cash flow projections
are discounted using an appropriate rate. Changing the
assumptions selected by management to determine the level of
impairment, including the discount rates or the growth rate
assumptions in the cash flow projections, could materially
affect the net present value used in the impairment test.
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TURNOVER AND REVENUE

The Group’s turnover and revenue represents the invoiced value
of goods sold to customers, net of returns, discounts and Value
Added Tax.

SEGMENT INFORMATION

The 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, bakery and others.

For the purposes of assessing the performance of the operating
segments and allocating resources between segments, the
executive directors assess segment net profit for the year
without allocation of share of results of associates and gain on
discontinuation of equity accounting for an associate, which is
consistent with that in the financial statements.
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SEGMENT INFORMATION (Continued)

Segment assets include all intangible assets, tangible assets and
current assets with the exception of available-for-sale financial
assets, deferred tax assets, financial assets at fair value through
profit or loss and assets classified as held for sale. Segment
liabilities include trade payables, and other payables, interest-
bearing borrowings and advance payments from customers
with the exception of employee benefit obligations, deferred
tax liabilities and liabilities associated with assets classified as
held for sale.

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.

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 and deferred tax assets are located in the PRC.

No revenues from a single external customer amounted to 10%
or more of the Group's revenue.
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7. DEESR &) 7. SEGMENT INFORMATION (Continued)
RSB Business segment analysis

720104 % 2009512 H31H 2 5 &b The segment information for the years ended 31 December

BRI 2010 and 2009 are as follows:
2010
FEE 7 2 0 8
Instant 8 Rt Ef Inter-segment ge
noodles  Beverages Bakery Others elimination Group
Fxx Fxx Y Y S S
US$000 US$000 US$000 US$000 US$000 US$000
EEELE Turnover and revenue
IR P MR Revenue from external customers 2,931,555 3,531,911 161,383 56,633 — 6,681,482
PEHE 2 M Inter-segment revenue 78 1,855 45 87,217 (89,195) —
PHEEBEY Segment turnover and revenue 2,931,633 3,533,766 161,428 143,850 (89,195) 6,681,482
THER Segment results
(BEMBRHBER) after finance costs 372,698 325,672 3,179 (30,098) (3.308) 668,143
R E N R £E Share of results of assaciates — — — — — 9,978
R AR AR Gain on discontinuation of
RE 2 W equity accounting
for an associate — — - - - 68,653
BB AER Profit before taxation 372,698 325,672 3,179 (30,098) (3.308) 746,774
#E Taxation (66,711) (62,543) (1,800) (3.146) — (134,200)
KEEZEN Profit for the year 305,987 263,129 1,379 (33,244) (3308) 612,574
BE Assets
PHEE Segment assets 1,969,050 2,554,156 136,484 634,322 (641,702) 4,652,310
RAREE Unallocated assets 239,102
BELE Total assets 4,891,412
=L Liabilities
AHER Segment liabilities 746,089 1,511,496 54,680 405788  (314,710) 2,403,343
FORARE Unallocated liabilities 118,882
aERE Total liabilities 2,522,225
Hit g Other information
ENERRR Capital expenditures 213,713 732,666 5,002 8,331 5,921 965,633
AedERaRAT
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7. oHER (&) 7. SEGMENT INFORMATION (Continued)
BB (B) Business segment analysis (Continued)
2009
HEH AR Rk !
Instant # g Eftr Inter-segment fa
noodles  Beverages Bakery Others  elimination Group

TET e e e e e
USS000  US$'000  US$'000  US$'000  USS'000  USS'000

SEEEY R Turnover and revenue

MREF Ka Revenue from external customers 2307513 2,541,962 155,232 76,406 — 5,081,113
PHE s Inter-segment revenue 160 2,829 1,352 81,563 (85,904) —
PREEBHEY A Segment turnover and revenue 2,307,673 2,544,791 156,584 157,969 (85,904) 5,081,113
PHEE Segment results after 325,521 276,173 8,695 5,932 (763) 615,558

(BHRHBER) finance costs

EEBENREE Share of results of associates = = = = — 9,550
BRB AT R A Profit before taxation 325,521 276,173 8,695 5,932 (763) 625,108
FE Taxation (72,066) (47,426) (2,100) (3,021) = (124,613)
KEE 2B Profit for the year 253,455 228,747 6,595 2,911 (763) 500,495
BE Assets

PHEE Segment assets 1,436,047 1,743,479 119,682 1,068,872  (1,027,658) 3,340,422
BannEs Interests in associates 61,892
KOEEE Unallocated assets 5,379
EERE Total assets 3,407,693
=4 Liabilities

PHERE Segment liabilities 510,404 868,598 39,456 417,087 (483,195) 1,352,350
*OEAE Unallocated liabilities 146,279
BREEE Total liabilities 1,498,629
HioER Other information

FRNBEARE Capital expenditures 126,982 363,443 196 16,493 — 507,114

sy——ylg 07
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8. HFWA 8. OTHER NET INCOME

2010 2009
FET FET
USs$'000 US$000
P& 5 U %2 5 58 Exchange gains, net 7,792 —
IESS N Interest income 21,479 15,579
=& WA Investment income 1,701 5,296
HEEm 2 s Gain on sales of scrapped materials 19,770 13,640
XA 8 B Government grants 38,958 33,395

BIEHEME R A 2 Wi Gain on discontinuation of equity
accounting for an associate 68,653 —
HAt Others 25,020 12,003
183,373 79,913

AedERaRAT
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