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China Agri at a glance

Company : : ; Biofuel and
Oilseeds processing business biochemical business

Business Description The second largest edible oil and oilseeds meal producer in

China

Products Edible oils and oilseeds meals
Brands EH8, T4 (Five Lakes Feed), X##, 3 # (Avalon), KX—, &2

, BE, B, XIANGRUI, 282
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- The biggest contributor to the Company’s business, accounting
for 61.2% of revenue and 48.7% of operating profit

2009 _

Performance -
2009 Operating
Highlights

- Through the effective hedging policy, the risk of price
fluctuations for raw material and related products was
reduced

- Raising the market share by expanding and increasing the
production capacity under the strategic planning

2009 Revenue
2009 GP Margin
2009 OP Margin

- HK$26,811.8 million
+ 4.3%
+ 3.9%

2010 Outlook 2

Mission for Year
2010

(F

Move forward new projects; set down new strategies for
rapeseed and palm oils to extend our lead in the market

2009 Disclosed
Projects

Establishment of new companies with COFCO Corporation

(“COFCO”)

+ Zhangjiagang COFCO East Ocean Storage Co., Ltd. (Total
investment and the registered capital: RMB336,000,000;
total commitment of the Company: RMB241,050,000)

+ Hubei COFCO Xiangrui Oils & Grains Storage Co., Ltd. (Total
investment and the registered capital: RMB35,600,000; total
commitment of the Company: RMB26,110,000)

Establishment of new company with COFCO and Tianjin Lingang

Industry Port Corporation

+ Tianjin COFCO Excel Joy Oils and Grains Terminal Co., Limited
(Total investment: RMB409,830,000; the registered capital:
RMB260,000,000; total commitment of the Company:
RMB136,000,000)

A leading fuel ethanol producer
with the first and only non-food
grain production line in China.
One of the largest biochemical
producers in China

Biofuel: Fuel ethanol,
consumable ethanol
Biochemical: Corn starch,
sweetener and feed ingredients

- Boosting sales volume
of the products through
implementation of effective
cost control measures
and increase in production
capacity of the investment
projects during the year

- HK$7,750.6 million
- 11.6%
© 9.8%

Ongoing enhancement in
operations to boost product
quality, production capacity and
operational efficiency



Company Rice trading and Wheat processing Brewing materials
Information processing business business business

Business China’s largest rice exporter and | The largest wheat processor The second largest brewing
o leading supplier of packaged in China engaging in the material supplier in China
Description rice, primarily engaging in the processing and distribution of engaging in the production and

trading and processing of white flour and other flour products

and parboiled rice such as bread and noodles distribution of malt from barley
Products Parboiled rice, white rice Flour, noodles, bread Malt

FH (Wuhu), ¥ (Xin), 3883 EZE (Xiangxue),

ElrEnE # (Donghai Mingzhu), £T# % (Shenxiang)
(Hongfeng)
2009 LA ) i .
Performance /ErSesu Sus S AP UG o
2009 Operating - The domestic sales become + Benefit from the economies of | - Sluggish demand of its
Highlights a key driver for growth scale and differentiated sales products and sharp decreases
notwithstanding the Group strategies for customers in prices of raw materials
remains as the largest rice + Expanding our flour capacity and its products under the
exporter in China and market share by adjusting financial crisis in 2009
+ Through effective sales our product mix
strategy, satisfactory sales
channels, product mix and
brand building, a solid
foundation was secured for
domestic sales business
2009 Revenue - HK$4,106.8 million - HK$3,661.0 million + HK$1,497.8 million
2009 GP Margin + 18.0% - 9.3% - 7.6%
2009 OP Margin - 8.2% - 3.1% - 0.5%
- - 4 ¥ - - N iy -
2010 Outlook o A S0 e
o - - - - “
Mission for Year Improve export business to Improve production capacity and | Improve product quality and
2010 support higher production product quality to drive market market share through organic
capacity; expand market share growth, supported by sustained
share through stronger brand enhancement in management
positioning and sales network and operational efficiency
enhancement

2009 Disclosed
Projects
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Wheat processing business

As one of the largest wheat processors in China, the
Company is principally engaged in the processing and
distribution of flour (including general purpose flour and
customised flour) as well as other flour products such
as noodles. The Company reported continuous growth

in operating results for 2009 with the implementation
of specialised management and the integration of its
operations under the strategic directive of COFCO to

foster a “full value chain oil and grain enterprise,”
optimise the customer and product mix and exercise
stringent cost controls.

Revenue from the wheat processing business for 2009
amounted to HK$3,6621.0 million, an increase of 12.7%
over last year. The increase was mainly attributable to

higher average selling prices and overall sales volumes.

2009 2008 Change
Product Volume Revenue Volume Revenue Volume Revenue
metric ton metric ton
000 HK$'M 000 HK$'M

Flour 1,075.9 2,852.3 1,071.3 2,572.8 0.4% 10.9%
— customised 7271 2,084.3 751.3 1,902.3 -3.2% 9.6%
— general purpose 348.8 768.0 320.0 670.5 9.0% 14.5%
Noodles 41.5 147.6 49.4 154.6 -16.0% -4.5%
Others - 661.2 - 521.5 - 26.8%
3,661.1 3,248.9 12.7%

Inter-segment sales (0.2) - N/A
Total 3,661.0 3,248.9 12.7%

An oil and grain enterprise covering the full value

chain

Demand for processed wheat products has been on
the rise, with some consumers calling for a safer and
more reliable production process, requesting that the
manufacturing process should start at the very source
of wheat cultivation. In view of this trend, the Company
has sought to continuously optimise its product mix in
tandem with COFCO’s strategy, develop nutritious and
healthy products and provide professional services for
its customers by exercising greater control over the
entire production chain.
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In 2009, the Company formulated a centralised
marketing management system, under which a
centralised regional sales management centre was
established for the Yangtze River Delta, Pearl River
Delta, Northeast China, North China and Central
China. To support our marketing initiatives, we also
made further improvements to our brand management
system, with the launch of the “Fortune” brand to
complement our principal “Xiangxue” brand.

We are the only company in China capable of fulfilling
customised orders and providing tailored procurement
services. During the year, we secured strategic
cooperation with well-known international and domestic
manufacturers, including YUM! Group, Dali Group, Tingyi
Group and Ajisen, to supply them with customised
flour. We were also appointed by Kraft China as their
exclusive supplier in China.

As for the dried noodles business, currently the
distribution of the Company’s dried noodles has been
extended to growth regions such as the Yangtze River
Delta and Pearl River Delta, where we have gained
access to major sales networks such as Carrefour and
Trust-Mart at a relatively low cost.

The Company’s bread business, which was developed
under a joint venture with Toyota Tsusho, continued

to operate smoothly during the year. The Company
concluded strategic co-operation agreements with
high-end customers, such as Multiple Unit High-
Speed Railway and the Great Hall of the People, in a
continuing effort to promote rapid business growth and
win customers with high gross profit margins.

In 2009, the Company operated a centralised
procurement management system in the major wheat-
growing areas of Henan, Hebei, Jiangsu, Shandong and
Anhui. Innovative procurement models such as contract
agriculture were developed, resulting in significantly
lower procurement costs and higher procurement
efficiency. The positive effects of these cost control
measures have contributed to the sound profitability of
our flour business.

At the same time, the Company engaged in aggressive
capacity expansion. The resulting economies of scale
will give us a greater market share and recognition,
thereby reinforcing our industry leadership.

The Xiamen Plant Phase |l project was completed
during the year with flour production capacity of
59,000 metric tons and bran production capacity of
21,000 metric tons per annum. In addition, Phase I

of the Luohe Plant at Luohe, Henan, is currently under
construction, and completion and commencement of
production is scheduled for early June 2010, when the
wheat processing capacity of the Company will increase
by 240,000 metric tons per annum.
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Wheat processing capacity

Name of Plant

Location

Product

Production
Capacity

(metric ton’000)

COFCO Flour Industry (Qinhuangdao) Qinhuangdao, Hebei Flour and bran 340
Pangthai Co., Ltd.

COFCO Flour Industry (Puyang) Co., Ltd. Puyang, Henan Flour and bran 110

Shenyang Xiangxue Flour Limited Liability Shenyang, Liaoning Flour and bran 180
Company

Shenyang Dongda Grains Oils & Shenyang, Liaoning Flour and bran 100
Foodstuffs Industries Co., Ltd.

Xiamen Haijia Flour Mills Co., Ltd. Xiamen, Fujian Flour and bran 180

COFCO Flour Industry Foods (Dezhou) Dezhou, Shandong Flour and bran 170
Co., Ltd.

Zhengzhou Haijia Food Co., Ltd. Zhengzhou, Henan Flour and bran 220

COFCO East Ocean Oils & Grains Industries ~ Zhangjiagang, Jiangsu Flour and bran 216
(Zhangjiagang) Co., Ltd.

COFCO Flour Industry (Luohe) Co., Ltd. Luohe, Henan Flour and bran 150

COFCO Flour Industry (Taixing) Co., Ltd. Taixing, Jiangsu Flour and bran 105

Total production capacity 1,771

Dried noodle capacity

Name of Plant

Location

Product

Production
Capacity

(metric ton’000)

COFCO Flour Industry (Puyang) Co., Ltd. Puyang, Henan Dried noodle 24
Shenyang Xiangxue Flour Limited Liability Shenyang, Liaoning Dried noodle 22.5
Company
COFCO Flour Industry Foods (Dezhou) Dezhou, Shandong Dried noodle 7.2
Co., Ltd.
Zhengzhou Haijia Food Co., Ltd. Zhengzhou, Henan Dried noodle 6
Total production capacity 59.7
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Bakery capacity

Production

Name of Plant Location Product Capacity
(metric ton’000)

COFCO TTC (Beijing) Foods Co., Ltd. Beijing Bread 1.98

Total production capacity 1.98

Wheat processing project under construction

Scheduled
Name of project Location Details Product type Completion
Luohe Workshop Luohe, Henan 800 mt/d wheat Flour and bran 2010
No. 2 project processing
Looking at 2010, the Company will continue to of specialised management and the integration of its
formulate COFCO’s and its strategies for the operations, enhance its market share and influence in
development of the wheat processing business. order to maintain stable and healthy growth.

The Company will speed up the implementation

Product
Category Product
Wheat flour Three major types of flour with different gluten levels: strong, medium
and weak, produced for bread, dumplings, steamed buns, noodles and
cakes.

Products are sold mostly under the Xiangsue (B ) brand

Xiangxue Flour

Main products include Prime Flour (1% 5 E1E#3), Self-raising Flour (2
A BEH)), Bread Flour (RFZEE1)), Plain Flour (ZX4EE5847), Whole-
Wheat Flour (£ %5#3) and Dumpling Flour (55 &85 47).

Xiangxue flour uses 100% premium imported wheat and the latest flour
production technology. It is processed with the highest precision in a
fully enclosed production environment. The flour has moderate gluten
levels with fine texture, natural colour and a strong aroma.
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