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For the year ended 31 December 2014

GENERAL INFORMATION

Tingyi (Cayman Islands) Holding Corp. (the “Company”) is a
limited liability company incorporated in the Cayman Islands and
its shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited. The address of its principal place of business
is No. 1688, Wuzhong Road, Minhang District, Shanghai, the PRC.

The Company is an investment holding company and engaged
in trading of spare parts of machineries and raw materials.
The Company and its subsidiaries (collectively, the “Group”)
are principally engaged in the manufacture and sale of instant
noodles, beverages and instant food products. The principal
activities of its subsidiaries are set out in note 45 to the financial
statements.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs"),
which collective term includes all applicable Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") and accounting principles generally
accepted in Hong Kong. These financial statements also comply with
the applicable disclosure requirements of the Hong Kong Companies
Ordinance which concern the preparation of financial statements,
which for this financial year and the comparative period continue to
be those of the predecessor Hong Kong Companies Ordinance (Cap.
32), in accordance with transitional and saving arrangements for Part
9 of the Hong Kong Companies Ordinance (Cap. 622), “Accounts
and Audit”, which are set out in sections 76 to 87 of Schedule 11
to that Ordinance. These financial statements also comply with the
applicable disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Listing
Rules”).

These financial statements have been prepared on a basis
consistent with the accounting policies adopted in the 2013
financial statements except for the adoption of the new/revised
HKFRSs that are relevant to the Group and effective from the
current year as detailed in note 4 to the financial statements.
A summary of the principal accounting policies adopted by the
Group is set out in note 3 to the financial statements.
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etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

2.

BASIS OF PREPARATION (Continued)

In preparing these financial statements, the directors have
carefully assessed the working capital and financing requirements
of the Group in the foreseeable future, as the Group’s current
liabilities exceeded its current assets by US$1,293,211,000 (2073:
US$1,215,366,000) at the end of the reporting period.

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

PRINCIPAL ACCOUNTING POLICIES

(a) Basis of measurement

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

(b)

Basis of consolidation

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

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

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

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income
is attributed to the owners of the Company and the non-
controlling interest even if this results in the non-controlling
interest having a deficit balance.
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etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Changes in ownership interests

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

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

(c)

Property, plant and equipment

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

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

Buildings 10 to 30 years
Machinery and equipment:

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

Miscellaneous equipment 3 to 10 years

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

(d)

(e)

()

Construction in progress

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

Intangible asset

Concession right

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

Prepaid lease payments

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

(9)

(h)

Subsidiaries

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

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

Associates and joint ventures

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

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

(h)

Associates and joint ventures (Continued)

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

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

0]

Financial instruments

Recognition and derecognition

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

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

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

Classification and measurement

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

0]

Financial instruments (Continued)

Financial assets at fair value through profit or loss

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

Loans and receivables

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

0]

Financial instruments (Continued)

Available-for-sale financial assets

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

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

0]

Financial instruments (Continued)

Impairment of financial assets

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

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

0]

Financial instruments (Continued)

Impairment of financial assets (Continued)

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

Financial liabilities

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

Financial guarantee contracts

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

PRINCIPAL ACCOUNTING POLICIES (Continued)

0]

Financial instruments (Continued)

Derivative financial instruments

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

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

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

The gross financial liability arising from the put option is
recognised when contractual obligation to repurchase the
shares in a subsidiary is established even if the obligation
is conditional on the counterparty exercising a right to sell
back the shares to the Group. The liability for the share
redemption amount is initially recognised and measured
at present value of the estimated repurchase price with
the corresponding debit to the non-controlling interests.
In subsequent periods, the remeasurement of the present
value of the estimated gross obligation under the written
put option to the non-controlling shareholders is recognised
in profit or loss.
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For the year ended 31 December 2014

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

@

(k)

0]

Cash equivalents

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

Revenue recognition

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

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

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

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

Foreign currency translation

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

PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

Foreign currency translation (Continued)

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

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

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

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

(¢)  All resulting exchange differences arising from the
above translation and exchange differences arising
from a monetary item that forms part of the Group's
net investment in a foreign operation are recognised
as a separate component of equity;
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

(m)

Foreign currency translation (Continued)

(d)

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

Inventories

Inventories are stated at the lower of cost and net realisable

value. Cost, which comprises all costs of purchase and,

where applicable, costs of conversion and other costs

that have been incurred in bringing the inventories to

their present location and condition, is calculated using

the weighted average cost method. Net realisable value

represents the estimated selling price in the ordinary course

of business less the estimated costs necessary to make the

sale.
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etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(n)

Impairment of other assets

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

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

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

(o)

(p)

Borrowing costs

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

Operating leases

Leases which do not transfer substantially all the risks
and rewards of ownership to the lessee are classified as
operating leases. Rentals payable under operating leases
are charged to profit or loss on a straight-line basis over
the lease term of the relevant lease. Lease incentives
received are recognised in profit or loss as an integral part
of the net consideration agreed for the use of the leased
asset. Contingent rentals are recognised as expenses in the
accounting period in which they are incurred.
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AediziERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(a)

0]

Government grants

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

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

Provision and contingent liabilities

Provisions are recognised for other liabilities of uncertain
timing or amount when the Group or the Company has a
legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is
remote.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(s)

Employee benefits

Short term employee benefits

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

Defined contribution plans

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

Defined benefit plans

The Group's obligation in respect of defined benefit plans
is calculated separately for each plan by estimating the
ultimate cost of benefit that employees have earned in
return for their services in the current and prior periods,
which is discounted to determine the present value of those
benefits.
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etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(s)

Employee benefits (Continued)

Defined benefit plans (Continued)

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

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

(s)

(®)

Employee benefits (Continued)

Defined benefit plans (Continued)

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

Termination benefits

Termination benefits are recognised at the earlier of when
the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring costs
involving the payment of termination benefits.

Share-based payment transactions

Equity-settled transactions

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

PRINCIPAL ACCOUNTING POLICIES (Continued)

®

Share-based payment transactions (Continued)

Equity-settled transactions (Continued)

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

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

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

(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 interest in subsidiaries, associates and joint ventures,
except where the timing of the reversal of the temporary
differences is controlled by the Group and it is probable that
the temporary difference will not reverse in the foreseeable
future.
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3. FESHHBEAE) 3.  PRINCIPAL ACCOUNTING POLICIES (Continued)
(v) BREEAL (v) Related parties
RN T REAREE G A related party is a person or entity that is related to the
AN EEE - Group:
(@) MMENATAL  BIEZAL (@) A person or a close member of that person’s family is
HE AL ZEHREARER related to the Group if that person:
B AR
(i) sk R 6 AR (i)  Has control or joint control over the Group;
£E
(i) HAEBBHEKAF (i) Has significant influence over the Group; or
2.3
(i) BAEAANAZEEE (i) Is a member of the key management personnel
BEKE - of the Group.
(b) fRTFE TFIMEMERME - Al (b) An entity is related to the Group if any of the
F RSl B R following conditions applies:
() ZERAAEEHE (i) The entity and the Group are members of the
A—%EzKERQ same group (which means that each parent,
Al & & A A - subsidiary and fellow subsidiary is related to the
I ENGIDEES] others).
EPNEE YA E=R
) o
iy EBRARS—ERBH (i) One entity is an associate or joint venture of the
i NI IR N other entity (or an associate or joint venture of a
E(SEHB—ERBAK member of a group of which the other entity is
BERAIZEEET a member).
KB AR ZEE R
Al EERE) -
(i) MEEEHAER— (i)  Both entities are joint ventures of the same third
F=TZEEDRE - party.
(ivy ERBAE=LESB (iv)  One entity is a joint venture of a third entity
ZEERE MS and the other entity is an associate of the third
—EBRRZE=S entity.

1 1 8 etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.
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For the year ended 31 December 2014

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(v) Related parties (Continued)

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

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

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

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

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

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

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

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

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.
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3.

BHBE(E)
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BRI MR

3.

etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(w) Segment reporting

(x)

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

Future changes in HKFRSs

At the date of authorisation of these financial statements,
the HKICPA has issued the following new/revised HKFRSs
that are not yet effective for the current year, which the
Group has not early adopted.
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For the year ended 31 December 2014

PRINCIPAL ACCOUNTING POLICIES (Continued)

(x) Future changes in HKFRSs (Continued)

Amendments to
HKAS 19 (2011)

Various HKFRSs

Various HKFRSs

Amendments to HKAS
16 and HKAS 38

Amendments to
HKAST

Amendments to HKAS
16 and HKAS 41

Amendments to HKAS
27 (2011)

Amendments to HKAS
28(2011) and
HKFRS 10

Amendments to
HKFRS 11

Amendments to
HKFRS10, HKFRS12
and HKAS 28

Defined Benefit Plans -
Employee Contributions !

Annual Improvements Project -

20102012 Cycle ™

Annual Improvements Project -
2011-2013 Cycle @

Clarffication of Acceptable Method's
of Depreciation and
Amortisation !

Disclosure Initiative P!

Agriculture: Bearer Plants P/

Equity Method in Separate
Financial Statements ©/

Sale or Contribution of Assets

between an Investor and its
Associate or Joint Venture !

Accounting for Acquisitions
of Interests in Joint Operations !

Investment Entities: Applying
the Consolidation Exception
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

(x)

etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

Future changes in HKFRSs (Continued)
HKFRS 14 Regulatory Deferral Accounts
Various HKFRSs Annual Improvements Project
-2012-2014 Cycle ¥
HKFRS 15 Revenue from Contracts
with Customers #/
HKFRS 9 (2014) Financial Instruments /¢!

1) Effective for annual periods beginning on or after 1 July 2014

@ Effective for annual periods beginning on or after 1 July
2014, with limited exceptions

B Effective for annual periods beginning on or after 1 January
2016
“ Effective for annual periods beginning on or after 1 January

2016, with limited exceptions

Bl Effective for annual periods beginning on or after 1 January
2017

(61 Effective for annual periods beginning on or after 1 January
2018

The directors are in the process of assessing the possible
impact of the future adoption of these new / revised HKFRSs
and amendments, but are not yet in a position to reasonably
estimate their impact on the Group’s consolidated financial
statements.
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HE2014F 128318 1LFE
For the year ended 31 December 2014

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

Amendments to HKFRS 10, HKFRS 12 and HKAS 27:
Investment Entities

The amendments provide consolidation relief to those parents
which qualify to be an investment entity as defined in the
amended HKFRS 10. Investment entities are required to measure
particular subsidiaries at fair value through profit or loss. The
amendments also set out the relevant disclosure requirements for
investment entities. These amendments do not have an impact on
these financial statements as the Company does not qualify to be
an investment entity.

Amendments to HKAS 36: Recoverable amount disclosures
for non-financial assets

The amendments to HKAS 36 modify the disclosure requirements
for impaired non-financial assets. Among them, additional
information is required to be disclosed when the recoverable
amount of assets is based on fair value less costs of disposal. The
application of the amendments does not have an impact on the
amount recognised.

HK(IFRIC) 21: Levies

The interpretation addresses how and when an entity should
account for liabilities to pay levies imposed by governments, other
than income taxes. The application of this interpretation does not
have any material impact on the amounts recognised.
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etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

Estimates and assumptions concerning the future and judgements

are made by the management in the preparation of the financial

statements. They affect the application of the Group’s accounting

policies, reported amounts of assets, liabilities, income and

expenses, and disclosures made. They are assessed on an on-

going basis and are based on experience and relevant factors,

including expectations of future events that are believed to be

reasonable under the circumstances. Where appropriate, revisions

to accounting estimates are recognised in the period of revision

and future periods, in case the revision also affects future periods.

(i)

Key sources of estimation uncertainty

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

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

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
directors have to assess whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence. If any such indication exists,
the recoverable amounts of the asset would be determined
by reference to value in use and fair value less costs to sell.
Value in use is determined using the discounted cash flow
method. Owing to inherent risk associated with estimations
in the timing and magnitude of the future cash flows and
fair value less costs to sell, the estimated recoverable amount
of the asset may be different from its actual recoverable
amount and profit or loss could be affected by accuracy of
the estimations.
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For the year ended 31 December 2014

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

(i) Key sources of estimation uncertainty (Continued)

Deferred tax assets

As at the end of the reporting period, deferred tax asset
of US$4,000,000 (2013: US$NiIl). in relation to unused tax
losses has been recognised in the consolidated statement of
financial position. The recognition of the deferred tax asset
mainly depends on whether sufficient profits or taxable
temporary differences will be available in the future. In cases
where the actual future profits generated are different from
the original estimate, a material recognition or reversal of
deferred tax assets may arise, after taking into account
the utilisation of previously unrecognised tax losses, which
would be recognised in profit or loss in the period in which
such estimate is changed.

Deferred tax liabilities

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

6. TURNOVER

The Group's turnover represents revenue arising from the sale of
goods at invoiced value to customers, net of returns, discounts
and Value Added Tax.

2014 Annual Report £3§

125



BI#$R R MI5F Notes to the Financial Statements

HE2014F12A3181LFE
For the year ended 31 December 2014

126

ARG ZHATESERLABAEE
TEEERRE LEDIH WY
”%ﬁﬂZﬁ%&mﬂgﬁiﬁ
REIZHITEZ 2B ERR
W’@%%%ﬁﬂﬁm%%%ﬂﬁ
BAMRE RFHEERE - ERA
EEBIBE9% N EZEBHEERE
R EST - AR R ZHITESE
EUERBRTEAEBZER -
A SREZRED LB (EMA -
M TERMEREMERBER
BIER - I RTINS o

HITEEUAFELED B2 AF
& 2% 7 R A0 B B 18 FE (G B 2 1 A

MEERREBRRDIR 2 F X
AR R M (BB ELR &L » HBEIR
DERTE RFTEERSE -

DHEECRERMEATEERSE
RAEE M AN EEEREAHRHNE
TRMEEREAAEBEIIERERS
RRENGREEINNAEEE 2
NeEREREIRMNEEZHEE
BESNOFTERME -

7 BB 2 [ Y 35 & 2 AR AN N 5& R R
HEEEE - J2/D A2 G HR
HEARENMBEHRRMEINEES
AR I A R B S5t BRR —
o

%ﬁm@uﬁﬂﬁﬁﬁﬁﬁﬁ%%
7o AEBEZN99% KEINEEP
ZWEBHRRAEEREEEEAA
ETFENEET - R AEEZ
R9% MIERBEE(AIHEESE
BEBRINBINPE -

etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.

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

For the purposes of assessing the performance of the operating
segments and allocating resources between segments, the
executive directors assess the performance of reportable segments
based on the net profit for the year and the profit (loss) before
taxation, share of results of associates and joint ventures and
unallocated expenses, net, which is consistent with that in the
financial statements.

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

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

The geographical location of the Group’s customers is based on
the location at which the goods are delivered. Over 99% of the
revenues from external customers of the Group are attributable
to customers located in the PRC, the place of domicile of the
Group's operating entities. Meanwhile, over 99% of the Group's
non-current assets other than available-for-sale financial assets are
located in the PRC.
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For the year ended 31 December 2014

7. SEGMENT INFORMATION (Continued)

more of the Group’s revenue.

No revenue from a single external customer amounted to 10% or

The segment information for the years ended 31 December 2014

EERAT - and 2013 is as follows:
E3 b Business segment analysis
2014
ARk
pagid Inter-
Instant e FERE Hftt  segment Bt
noodles Beverages Instantfood  Others elimination Total
FET FET FE7T FET FE£7 FE7T
Uss'000  USS'000  USS'000  US$000  USS000  USS000
EXE Turnover
SMREF K Revenue from external customers 4,137,685 5800419 17859 121,282 — 10,237,982
D8R 2 Wz Inter-segment revenue 51 586 133 90,287  (91,057) —
NEHEER Segment revenue 4,137,736 5,801,005 178,729 211,569  (91,057) 10,237,982
PBELE(CHRABER) Segment result after finance costs 484,203 220,538 (7,540)  (8221)  (2.118) 686,862
BRI AR R Share of results of associates
NGBS and joint ventures — 17,930 (10,661) — — 7,269
Nl A i Unallocated expenses, net — — — (562) — (562)
BRBATRR (58) Profit (loss) before taxation 484,203 238468  (18201)  (8,783)  (2,118) 693,569
HE Taxation (123,815) (84,516) 752 (1,241) —  (208,820)
KEE RN (ER) Profit (loss) for the year 360,388 153952  (17,449)  (10,024)  (2,118) (484,749)
EE Assets
NHEE Segment assets 3,446,274 5227348 160,291 1,340,036 (1,155,422) 9,018,527
e ARER Interest in associates — 30,646 1327 — - 31973
BEATER Interest in joint ventures — 58346 15,807 — — 74,153
Kol &E Unallocated assets 81,404
waRE Total assets 9,206,057
aff Liabilities
AEEE Segment liabilities 1,041,013 3,311,438 62,817 1,766,568 (1,100,145) 5,081,691
KOEEE Unallocated liabilities 28,702
BEE Total liabilities 5,110,393
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7. PIERGE) 7. SEGMENT INFORMATION (Continued)
ERSBAW(E) Business segment analysis (Continued)
2014
A
HEE Inter-
Instant R FERE Hftr  segment Bt
noodles Beverages Instantfood  Others elimination Total
FET FET FET FET FE7 FET
Uss'000  US$'000  US$000  US$000  US$'000  USS$'000
HiER Other information
WEREH Depreciation and amortisation 105,257 339,819 9,134 9,283 — 463,493
BRRR Capital expenditures 340,390 591,845 4211 543,773 — 1,480,219
FEMA Interest income 59,599 4,833 384 10,747 (20,696) 54,867
FEx Interest expenses 37 33,886 — 33924 (20,696) 47,151
AR HHEE Termination benefits - 73,017 — — — 73,017

etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.
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7. SEGMENT INFORMATION (Continued)

ERSBAW(E) Business segment analysis (Continued)
2013
PSR g

pakid Inter-

Instant #om AERM it segment CH

noodles  Beverages Instant food Others  elimination Total

FETL FET FETL FETL FETL FETL

Us$000  US$000  US$000  US$000  US$000  US$000
EEE Turnover
IRE P W Revenue from external customers 4,332,159 6,267,617 202,518 138,702 — 10,940,996
AEBE 2 W Inter-segment revenue 51 855 301 100,492 (101,699) —
PHEERE Segment revenue 4332210 6268472 202,819 239,194  (101,699) 10,940,996
PBEE(CTHBRBBFER) Segment result after finance costs 490,965 198526  (11,043) 31,713 (3,220 706,941
EsEAR R Share of results of associates

RERAER and joint ventures — 19,266 (3,217) - — 16,049

BR%i AR A (FR) Profit (loss) before taxation 490,965 217,792 (14,60) 31,713 (3,220) 722,990
A Taxation (154,184)  (62,912) 231 (11,814) —  (228,679)
KEE 2R (FR) Profit (loss) for the year 336,781 154,880  (14,029) 19,899 (32200 494,311
BE Assets
PHEE Segment assets 3,420,533 5075114 182,198 839,614 (1,232,099) 8,285,360
e nalER Interest in associates — 25628 3,422 — — 29,050
BEARER Interest in joint ventures — 57883 22,393 — — 80276
Kol ERE Unallocated assets 29,635
BEE Total assets 8,424,321
8 Liabilities
PHEE Segment liabilities 1,290,983 3,179,545 77,143 1,106,220 (1,184,143) 4,469,748
FOREE Unallocated liabilities 28,186
BEE Total liabilities 4,497,934
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7. AWER(E)

N

SEGMENT INFORMATION (Continued)

ERSBAW(E) Business segment analysis (Continued)
2013
k]
HER Inter-
Instant fm  HERm Efty  segment CH
noodles  Beverages Instant food Others  elimination Total
FET FELT  FET  FET FET  FET
Uss$ 000  US§000  US§000  US$000  US$000  US$000
2 ER Other information
WEREHE Depreciation and amortisation 93,054 342,116 7,880 9,288 — 452,338
BARRY Capital expenditures 221364 631,213 7,714 35799 — 896,090
WEER Impairment losses 14200 35,602 — — — 49802
o] R B 1 Reversal of impairment losses 6,381 — — — — 6,381
HEKA Interest income 53,984 6,835 968 10,015 (20275 51,527
FMEZH Interest expenses 9 29446 — 28171 (20275) 37351

etz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.
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HAtr Wz R H A F A 8. OTHER REVENUE AND OTHER NET INCOME
2014 2013
FXm FET
Uss$‘000 US$°000
Hi gz Other revenue
FEWA Interest income 54,867 51,527
A& FIM A Dividend income — 747
54,867 52,274
H s A Other net income
PTESMTAZAREEE Change in fair values of derivative
financial instruments 6,579 12,181
KRR & Technical consultancy fee 16,863 —
b 5 W a5 58 Exchange gains, net — 18,812
S B 2 MR Gain on sales of scrapped materials 29,911 31,057
HENHEECHEE Gain on disposal of available-for-sale
Z W financial assets — 14,397
BT B Government grants 50,079 47,814
Ht Others 51,102 39,150
154,534 163,411
209,401 215,685
BB BT 9.  PROFIT BEFORE TAXATION
2014 2013
FEEm FETT
KHBR(FEA) TFIIBE £ © This is stated after charging (crediting): US$°000 US$000
B E A Finance costs
AR5 FNBEEE ZIRIT  Interest on bank and other borrowings
REAME T2 E X wholly repayable within five years 48,306 39,545
B B BERLFIA  Less: Borrowing costs capitalised into property,
M - Hes KRB plant and equipment at weighted average
(hn#EF19 & A = capitalisation rate of 2.03% (2013: 2.08%)
£52.03% (2013:2.08%)) (1,155) (2,194)
47,151 37,351
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