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With growth of 7.3% in the PRC GDP in the year 2001, the total amount
for retail food market also increased by 6.15% from the previous year
The PRC government's increment on the salary for civil servants twice
and the long holidays have stimulated the growth for consumer

expenditures and also benefited the growth for the Group's sales.

During the first nine months in 2001, the Group’s turnover was
US$707.770 million, rose by 29.77% from the corresponding period last
year. Growth rates of turnover for instant noodle, beverage and bakery
were | 1.27%,105.6% and 33.80% respectively from the previous year.
Profit attributable to shareholders reached US$47.765 million,
representing a significant growth of 33.61% as compared to the

corresponding period last year.

Carrying over the satisfactory results for the first nine months ended 30
September 2001, the results for the fourth quarter showed a stable
growth and contributed a significant growth for the full year result. In
2001, turnover for instant noodle, beverage and bakery were
US$593.204 million, US$234.363 million and US$84.661 million
respectively. Their growth rates were 11.21%, 111.94%, and 19.31%
respectively from the previous year. Particularly the result for the
beverage business performed satisfactorily. During the fourth quartern
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which is a low season for beverage industry traditionally, the Group's
beverage sales still kept a significant growth. The growth further
strengthened the confidence of the board of directors’ decision in the
third quarter that the Group would increase the investment for beverage
equipment. By the end of the year, profit attributable to shareholders
reached US$60.338 million, an increase by 50.44% as compared to the

last year.

Instant Noodle Business

The PRC is the largest instant noodle market globally. In 2001, more than
19 billion packs of instant noodles were produced in the PRC. However,
on a per capita basis, the PRC consumers only consumed 14 packs per

year, one of the lowest levels in Asia whose average is 40 packs.

In 2001, instant noodle segment turnover amounted to US$593.204
million, representing a 11.21% growth from the previous year and 62.80%
of the Group’s total turnover. All products have good performance during
the year through aggressive marketing strategy, the “Butter Access,
Broader Reach” distribution strategy, sound management of sales network
and the suitable control policy of retail price. For the high-end noodles
segment, the re-launch of a youthfully packaged “Jumbo 120", the
increase in the size of "Luxury Series”, the launch of “Chao Ling Long”
cup noodle and “Jin La Mian" (suitable to cook) have contributed
satisfactory sales. For the low-end noodle market, which has 70% market
share of the total PRC instant noodle market, the Group’s “Fu Man Dao”
and “Good Taste" series of packet noodles are highly popular in this
market. The Group has been able to establish a leading market position in
the industry. According to ACNielsen SCAN TRACK EXPRESS, for the
period of December 2001-January 2002, the Group gained 28.4% market
share by volume and 40.6% market share by sales in the PRC instant

noodle market.
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During the fiscal year 2001, the gross margin of instant noodles dropped
by 0.44 pp to 28.00%. Profit attributable to shareholders rose by 9.55%
to US$55.794 million from a year ago.

Beverage Business

According to the China Beverage Industry Association forecast, the total
output for the PRC’s soft drink will be increased to 27,579,000 tons by
2004 from 17,621,000 tons in 2001. And the market total output of the
Group's main product RTD tea will be doubled to 7,540,000 tons from
the current 3,244,000 tons. RTD tea will be the main growth for the soft
drink market in the PRC.

In 2001, beverage segment turnover amounted US$234.363 million,
representing a | 11.94% growth from the previous year and 24.81% of
the Group's total turnover. The growth was due to consumers’ high
appreciation, which was the result of the successful sales for the RTD tea.
During the period, the Group launched “Ice green tea”, “Plum green tea”,
“Mr. Kon" Juice Series, refrigerated 100% Juice “Daily C " and refrigerated
30% Juice"Bestee”. These new products were well received by the
market. As the Group succeeded in building a youthful brand image
through celebrity and music activities, media network and road show, the
Group achieved a new record in beverage turnover. The Group's PET

beverage continued to experience a supply shortage. This benefited the

sales for Tetra-Pak and canned beverages of the same taste. According to
ACNielsen SCAN TRACK EXPRESS, during December 200 I/January
2002, the Group’s RTD tea gained 50.6% market share by volume and
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52.3% market share by sales in the PRC. Among the Group's tea drink,
“Mr. Kon" is the leading brand in the PRC RTD tea market.

During the fiscal year 2001, the Group's gross margin of beverage
segment rose by 7.62 pp to 41.08% from the corresponding period in
2000 owing to better utilisation of the production capacity and change in
the product mix. Profit attributable to shareholder was US$12.813 million
(2000: loss of US$2.615 million), representing a significant improvement.

Bakery Business

In 2001, bakery segment turnover amounted to US$84.661 million,
representing a 19.30% growth from the previous year and 8.96% of the
Group's total turnover. The growth mainly came from providing more
choices to consumers through the savoury and sweet sandwich crackers
and launched Muffin. According to ACNielsen SCAN TRACK EXPRESS,
for the period of December 200[-January 2002, Mr Kon's “3+2" and
savoury and sweet series, entering the market only for three years, gained
19.2% and 14.3% market share by value in the PRC’s sandwich cracker
market. Owing to the price war in the PRC rice cracker market, the sales
of the Group's rice cracker decreased. However, the export market for
rice cracker obtained a significant increase, which directly led to the

improvement in the utilization rate for the machinery.
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During the period, the gross margin of bakery business fell by 2.60 pp to
33.819% when compared to a year ago. However, the amount of gross
profit increased by 18.79%. The decrease in gross margin was mainly
because Guangzhou Tingyuan Food Co., Ltd has not achieved the
economies of scale upon its re-commencement of production and the
lower margin for export market. Profit attributable to shareholder was
US$1.933 million.

Finance

As of 31 December 2001, the Group's turnover amounted to
US$944.566 million, an increase of 28.47% from previous year. During the
year, price for the raw materials was stable and owing to the increase of
high margin PET drinks, the Group'’s gross margin rose by 2.44 pp to
33.65%. Other net income dropped by 6.19% to US$15.162 million
mainly because of the decrease of the investment grant. Distribution
expenses rose by 47.73% to US$177.072 million which were mainly
increased from the advertising and promotion activities and
transportation expenses. The investment for adverting and promotion is
an essential and long-team investment for the brand of “Mr. Kon” to
establish and strengthen the Group’s market position. Finance costs
remained largely stable, slightly rose by 2.16% to US$23.652 million.
EBITDA was US$155.440 million, increased by 18.77%. Generally
speaking, the profit for the period attributable to shareholders was
US$60.338 million, representing earnings per share of US 1.08 cents, an

increase of 50.00% from previous year.

The Group’s healthy finance structure was mainly benefited by the stable
cash flow of the Group as a result of the significant growth in the
operating profit and well-controlled accounts receivable and inventory. At
the end of 2001, the Group's cash balance was US$169.361 million,

increased by US$70.967 million from previous year. The main capital

Tingyi (Cayman Islands) Holding Corp.
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Tingyi (Cayman Islands) Holding Corp.

outlays were related to expenditure for production facilities PET drinks,
instant noodle and bakery. These expenditures were financed by
operating cash flows and increase in long-term borrowings. During the
year, the Group’s total borrowing was US$388.660 million, rose by 7.66%
from previous year. The Group adjusted the ratio between long-term
loans and short-term loan from the pervious year's 32% : 68% to 2001's
46% : 54%. In 2001, the Group’s Renminbi debts have been reduced to
57% of total debt; from 63% at the end of 2000.

The remaining principal amount of the Group’s 1997 Convertible Bonds
is due in July 2002. The Group anticipates repaying the remaining principal
amount of US$95.721 million plus a redemption premium of US$31.264
million from operating cash flows. The total repayable amount will be

US$126.985 million.

Production Scale

After the factories in Qingdao and Fuzhou under the instant noodle
division commenced production, all the production lines under the
Group are operating. Owing to the sales of export market, the bakery
factory in Guangzhou commenced production in the third quarter of
2001. In view of the excess demand over supply for the Group's PET
drinks, new factory and new production lines for PET drinks will

commence production in 2002.
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BE-ZT 5K ASERPHELERE41 At the end of 2001, the Group established a team operation with 41
B 31MEE M - 139EREBRE logistics stations, 311 sales offices, 139 warehouses and 33,454 direct
BAAAELTEHNERENE X5 E retailers in the PRC. With the network, products can be quickly distributed
FPREANBERDHEREE - ARAEME  and delivered to consumers and new products can be launched directly to
MEBRMARMESEZEENTS - K%EE  the appropriate market. The Group will continue to enhance “Better
MEERRREEEEEBAGM - A58 Access, Broader Reach” distribution strategy since the comprehensive sales
MEFEEL BEEHR OB - network is the Group's valuable source. Through the own brands of the

Group and OEM, the Group's products have been successfully exported to
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Hong Kong, Singapore, Thailand, Australia, the U.S.A., Canada and Europe.

During 2001, turnover for the export business was 1.32% of the Group's

total turnover, increased by US$8.730 million from previous year.

Using the brand of “Mr. Kon” and “Come Alive”, the
Group’s product are exported to overseas market
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A hundred advertising buses run around Hong Kong
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