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Tingyi (Cayman Islands) Holding Corp. (the “Company”) and its
subsidiaries (collectively, the “Group™) are principally engaged in the
manufacture and sale of instant noodles, beverages and bakery
products. The Company is a limited liability company incorporated in
the Cayman Islands and listed on the Main Board of The Stock
Exchange of Hong Kong Limited. The address of its registered office
is Genesis Building, Fifth floor, George Town, Grand Cayman, Cayman

Islands.

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 current liabilities of the
Group exceeded its current assets by US$67,287,000 (2004: net
current liabilities of US$102,868,000 as restated) at the balance
sheet date.

Taking into account the existing banking facilities, cash and bank
balances 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.

These financial statements have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS"), which
collective term includes all individual 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 with 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. A
summary of the principal accounting policies adopted by the Group
is set out in note 4 to the financial statements.
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In this year, the Group adopted all the new / revised HKFRS

pertinent to its operations, which are effective for accounting period

beginning on or after | January 2005. The adoption of these HKFRS

mainly affects the presentation and disclosures of certain financial

statements items and has no significant financial effects on the

current period and the prior period presented. The details of major

changes in accounting policies are summarised in note 5 to the

financial statements.

(@)

Basis of preparation

The measurement basis used in the preparation of the financial
statements is historical cost, except for 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.

Basis of consolidation

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

the effective date of disposal, as appropriate.

All inter-company transactions and balances within the Group
are eliminated on consolidation. Unrealised losses resulting from
intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence

of impairment.

Minority interest is that part of profit or loss and net assets of a
subsidiary attributable to equity interests that are not owned,

directly or indirectly through subsidiaries, by the Company.

N
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(c) 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. Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are charged
to the income statement during the year in which they are

incurred.

The gain or loss arising from the retirement or disposal of
property, plant and equipment is determined as the difference
between the estimated net sales proceeds and the carrying

amount of the assets and is taken to the income statement.

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 from
the date on which they are available for use and after taking into
account their estimated residual values, using the straight-line

method. The estimated useful lives of the assets are as follows:

Buildings 10 to 30 years

Machinery and equipment:

- For instant noodles and beverages |2 years
- Others 5to 10 years
Electrical appliances and equipment 5 years
Miscellaneous equipment 5 years
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(d) Construction in progress

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 available for use.

Intangible assets - Trademarks

Trademarks that are acquired by the Group with finite useful
lives are carried at cost less accumulated amortisation and
accumulated impairment losses. Amortisation is provided on
trademarks using the straight-line basis over their estimated

useful life of seven and a half years.

Premium for land lease

Premium for land lease are up-front payments to acquire
interests in lessee-occupied leasehold land. The premiums are
stated at cost and are amortised over the period of the lease on

a straight-line basis to the income statement.

Subsidiaries

A subsidiary is an entity, controlled, directly or indirectly, by the

Company, so as to obtain benefits from its activities.

In the Company's balance sheet, investments in subsidiaries are
stated at cost less accumulated impairment losses. The carrying
amount of each of the investments in subsidiaries 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.
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(h) Associates

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

the Group.

The Group's interests 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 balance sheet includes
the Group's share of the net assets of associates and any goodwill.
Unless the Group has incurred obligations or guaranteed
obligations in respect of the associates, equity accounting is
discontinued when the Group's share of the losses of an associate

equals or exceeds the carrying amount of the associate.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group's interests
in the associates. Unrealised losses are eliminated unless the
transaction provides evidence of an impairment of assets

transferred.

In the Company’s balance sheet, interests in associates are stated
at cost less accumulated impairment losses determined on an
individual basis. The results of associates are accounted for by the

Company on the basis of dividends received and receivable.

(i) Jointly controlled entity

A jointly controlled entity is an entity which operates under a
contractual arrangement between the Group and other parties,
where the contractual arrangement establishes that the Group
and one or more of the parties share joint control over the

economic activity of the entity.

The Group’s interests in jointly controlled entity are accounted
for under the equity method of accounting. The consolidated
income statement includes the Group’s share of the post-
acquisition results of the jointly controlled entity for the year
The consolidated balance sheet includes the Group's share of

the net assets of the jointly controlled entity and also goodwill.
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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. Financial assets and

financial liabilities are measured as follows:

Financial assets or financial liabilities at fair value through profit or

loss

Financial instruments classified as financial assets or financial
liabilities at fair value through profit or loss include financial
assets or financial liabilities that are held for trading or
derivatives do not qualify for hedge accounting, and those
designated at fair value through profit or loss at inception. They
are measured at fair value with changes in fair value recognised

in the income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market and with no intention of trading. They are measured at
amortised cost using the effective interest method. Amortised
cost is calculated by taking into account any discount or
premium on acquisition, over the year to maturity. Amortisation
of cost and any gains and losses are recognised in the income

statement.
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Financial instruments (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated at this category or not classified in any of the
other categories. They are measured at fair value with change in
value recognised as a separate component of equity until the
investments are sold, collected or otherwise disposed of, or until
the investments are determined to be impaired, at which time
the cumulative gain or loss previously reported in equity is
included in the income statement. 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 any accumulated impairment losses.

Trade receivables and payables

Trade receivables and payables are recognised at fair value less
provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that
the Group will not be able to collect all the amounts due
according to the original terms of receivables. The amount of
the provision is the difference between the assets’ carrying
amount and the present value of estimated future cash flows,
discounted at the effective interest rate. The amount of

provision is recognised in the income statement.
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Financial instruments (continued)
Interest-bearing borrowings

All loans and borrowings are initially recognised at the fair value
of the consideration received net of associated costs. After initial
recognition, loans and borrowings are measured at amortised

cost using the effective interest method.

A financial asset is derecognised when the Group's contractual
rights to future cash flows from the financial asset expire or the
Group transfers the contractual rights to future cash flows to a
third party. The Group derecognises financial liability when, and

only when the liability is extinguished.

Cash equivalents

For the purpose of cash flow statement, 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 overdraft, if any.
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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 to customers and title has been passed.

(m) Foreign currency translation

[tems included in the financial statements of each of the group
entities, including subsidiaries, associates and jointly controlled
entities, are measured using the currency of the primary
economic environment in which the Group entities operate
(“functional currency”). For Group reporting purpose, the
consolidated financial statements are presented in United States

Dollars (US$), which is the Group's 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 income

statement.
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(m) Foreign currency translation (continued)

On consolidation, the results and financial position of all the
group entities that have a functional currency different from the

presentation currency are translated as follows:

(a) assets and liabilities for each balance sheet presented are
translated at the closing rate at the date of that balance

sheet;

(b) income and expenses for each income statement are

translated at average exchange rates;

(c) all resulting exchange differences are recognised as a
separate component of equity. Upon disposal of a group
entity, exchange differences relating thereto and previously
recognised in reserves are recognised in the income

statement as part of the gain or loss on disposal.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, costs of conversion and other costs that have been
incurred in bringing the inventories to their present location and
condition, is calculated using the weighted average cost method.
Net realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make the sale.
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(0) Impairment losses

At each balance sheet date, the Group reviews internal and
external sources of information to determine whether the
carrying amount of its property, plant and equipment,
investments in subsidiaries, investments in associates and
intangible assets have suffered an 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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Capitalisation of borrowing costs

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

which they are incurred.

Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the lessor are accounted for as
operating leases. Rentals payable and receivable under operating
leases are recognised as an expense and revenue on the
straight-line basis over the lease terms. Lease incentives received
are recognised in the income statement as an integral part of
the net consideration agreed for the use of the leased asset.
Contingent rentals are recognised as expenses in the accounting

period in which they are incurred.

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
grants will be received and all attached conditions will be

complied with.



66

BE_ZTTAFt+A=+—HULFE
For the year ended 31 December 2005

()

(s)

KT # B ()

EREYREERBE  AAEE
DERSRELERAT @ LRSS
BREEIHRABEENENE
AEHRKERTEIBEA - &
BREERBNEY IEIARRERD
MEMBA - LB RGHEFEK
KEEA -

EIEF
REHRNAE

REERHKFENERTERE
ERERSRTRASAX - LM
BR 1B B 50 K 75 AR 41t 3R AT &I i B B A
BEMBETRELD - ZFENEESR
AEENEEIRYABUERE
&R -

RIEEFat &

REEBUREMUBE AN
ATEM K AEMEE 3RS
B X 1E & KR R ERMETE
RO o REE 2 RERFG 8 M
EEAMSEAIBUAFEER
A RBEFE R MRS AR
MARNEEHE  ZMNENAHRE
HRE BREBAHEFEEEND
ffBfE -

FEEBBLRAERNMEMEZHE
BFEEEZAABEMETES
EZBNZTHEMD - FREEWN
Bt FHOHBRREFHEE - WA
sERETEE  BERBRA
RIBNERERR - & AIBE RN
FOBMBNEREZEY BEEEE
FEXEMNRL -

("

Government grants (continued)

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the income
statement over the expected useful life of the relevant asset by
equal annual instalments. Government grants other than those
related to assets are recognised as other income in the income

statement to match the related costs on a systematic basis.

Employee benefits
Defined contribution plans

The obligations for contributions to defined contribution
retirement scheme are recognised as an expense in the income
statement as incurred and are reduced by contributions
forfeited by those employees who leave the scheme prior to
vesting fully in the contributions. The assets of the scheme are
held separately from those of the Group in an independently

administered fund.
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.

Actuarial gains and losses which exceed 0% of the greater of
the present value of the Group’s defined 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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(s) Employee benefits (continued)

Defined benefit plans (continued)

The amount recognised in the balance sheet 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.

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 balance sheet date.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts in
the financial statements. However, if the deferred tax arises from
initial recognition of an 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, it

is not accounted for.

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
balance sheet date. 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.
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(u) 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 or its
parent; (e) the party is a close member of the family of any
(d); (f) the party is an entity that
is controlled, jointly controlled or significantly influenced by or

individual referred to in (a) 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.

Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services with a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other

segments.

In accordance with the Group's internal financial reporting
system, the Group has chosen business segment information as
the primary reporting format and geographical segment
information as the secondary reporting format for the purposes

of these financial statements.
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(v) Segment reporting (continued)

~

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can
be allocated on a reasonable basis to that segment. For example,
segment assets may include inventories, trade receivables and
property, plant and equipment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of the
consolidation process. Inter-segment pricing are principally on a

cost plus basis.

Segment capital expenditure is the total cost incurred during the
year to acquire segment assets (both tangible and intangible)

that are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing borrowings, borrowings, tax balances,

corporate and financing expenses.

Future changes in HKFRS

At the date of authorisation of these financial statements, the
HKICPA has issued a number of new / revised HKFRS that are
not yet effective and the Group has not early adopted. Except
for the following amendments, which will be effective from the
next financial year, the directors anticipate that the adoption of
these new / revised HKFRS in the future accounting periods will

have no significant impact on the result of the Group.

HKAS 39 and HKFRS 4 (Amendments): Financial guarantee
contracts

A financial guarantee contract is a contract that requires the
Group to make specific payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payment
when due in accordance with the original or modified terms of a

debt instrument.
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(w) Future changes in HKFRS (continued)

Financial guarantee contracts are accounted for as financial
instruments under HKAS 39 and are initially recognised at fair
value. Subsequently, such contracts are measured at the higher
of the amount determined in accordance with HKAS 37
Provisions, contingent liabilities and contingent assets and the
amount initially recognised less, where appropriate, cumulative
amortisation recognised over the life of the guarantee on a

straight-line basis.

The Group is not yet in a position to reasonably estimate the
impact on the adoption of the above amendments in the period
of initial application to the Group and the Company’s financial

position.

HKAS | Presentation of financial statements

HKAS | has affected the presentation of minority interest, share
of net post-tax results of associates, jointly controlled entities,
discontinued operations and other disclosures. Comparative

figures have been restated accordingly.

HKAS 24 Related party disclosures

HKAS 24 has expanded the definition and the level of disclosure
of related party transactions. The adoption of HKAS 24 have not
resulted in material changes to the previously reported
disclosures of related party transactions nor has it had any

material effect on the disclosure made in the current year.



(c)

(d)

BEREMBREENEIRAEAH]

ELEHRE BANBLARKBELE
MERBECEEZBATELELAR
BEHRMG ERPB BT B REE
AIE3% %  AEEBHEE-_TTH
£— A —B# & AR1#H308,000%
T NEERDNFXNRBIZEE
HBTRBES  BHEEILEH

=)

F oo

BERGERNS 1R IHE]

RBEFE MELHEFAER
AZEFHREANRRFAHERR
FEAREEESER - REFAGHE
BISE179% MO L mmE - HE
HEESE AL WENRE - I
EHERNEE BFALERHE
AME BRERREZSH - 25
BRzZEHTEHUNEZRIRE
BAREEFEBARNZE -

©

HKFRS 3 Business Combinations

In previous periods, negative goodwill arising from acquisition of
subsidiaries was credited to capital reserve in the year of
acquisition. Upon the adoption of HKFRS 3, the Group
recognised a transfer within equity by the transfer of the capital
reserve of US$308,000 as at | January 2005 to opening

retained profits for the year, without restating comparatives.

HKAS 17 Leases

In prior year, leasehold land and buildings held for own use were
stated at cost less accumulated depreciation and accumulated
impairment losses. Under HKAS 17 leasehold land is reclassified
from property, plant and equipment to premium for land lease
and amortised over the lease terms. Buildings continue to be
classified as part of property, plant and equipment. The change
in accounting policy has no effect on the previously reported

accumulated profits and net assets.
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(e) HKAS 32 Financial instruments: Disclosure and presentation and

HKAS 39 Financial instruments: Recognition and measurement

The adoption of HKAS 32 and HKAS 39 has resulted in a
change in accounting policy for recognition, measurement,
derecognition and disclosure of financial instruments. Until 31
December 2004, the Group classified investments into
investment securities and other investments. Investment
securities were stated at cost less provision for impairment
losses that was expected to be other than temporary. Other
investments were stated at their fair value. Changes in fair value

were recognised in income statement as they arose.

In accordance with the provisions of HKAS 39, financial
instruments have been classified into financial assets or financial
liabilities at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale
financial assets. Upon the adoption of HKAS 32 and HKAS 39,
the Group'’s investment securities and other investments were
re-designated as available-for-sale financial assets and financial
assets at fair value through profit or loss respectively. Details of
their accounting policies are set out in note 4 to the financial
statements. The change in accounting policy has no effect on the

previously report accumulated profits and net assets.



