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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong 
Limited take no responsibility for the contents of this announcement, make no 
representation as to its accuracy or completeness and expressly disclaim any liability 
whatsoever for any loss howsoever arising from or in reliance upon the whole or any 
part of the contents of this announcement. 

(Incorporated in Bermuda with limited liability)
(Stock Code: 0506)

CONNECTED TRANSACTION
PROVISION OF GUARNATEE

Provision of guarantee

The Directors announce that on 12 August 2009, COFCO Winery Yantai, a 
wholly-owned subsidiary of the Company, and China Resources Trust, entered 
into the Guarantee Agreement, pursuant to which COFCO Winery Yantai has 
conditionally agreed to provide a guarantee in favour of China Resources Trust in 
relation to (1) the redemption and other obligations of COFCO Junding under the 
Redemption Agreements; and (2) the management and other obligations of 
COFCO Junding under the Management Agreements. The aggregate maximum 
amount of liabilities (including any damages and expenses) of COFCO Winery 
Yantai under the Guarantee Agreement will not exceed RMB170,000,000.

In consideration of the provision of guarantee by COFCO Winery Yantai pursuant 
to the Guarantee Agreement for the obligations of COFCO Junding, on 12 August 
2009, Longhua Group and COFCO Winery Yantai entered into the 
Counter-Guarantee, pursuant to which Longhua Group has agreed to indemnify 
COFCO Winery Yantai up to 45% of its liabilities under the Guarantee 
Agreement.

Listing Rules implications

COFCO Winery Yantai is a wholly-owned subsidiary of the Company. COFCO 
Junding is a non-wholly owned subsidiary of the Company, in which the Company 
beneficially holds a 55% equity interest. Longhua Group beneficially holds the 
remaining 45% equity interest in COFCO Junding, as well as a 45% equity interest 
in another non-wholly owned subsidiary of the Company. COFCO Junding is
therefore a connected person of the Company, and the provision of guarantee by 
COFCO Winery Yantai pursuant to the Guarantee Agreement constitutes a 
connected transaction of the Company under the Listing Rules.
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SUMMARY

The Directors announce that on 12 August 2009, COFCO Winery Yantai, a 
wholly-owned subsidiary of the Company, and China Resources Trust entered into the 
Guarantee Agreement, pursuant to which COFCO Winery Yantai has conditionally 
agreed to provide a guarantee in favour of China Resources Trust in relation to (1) the
redemption and other obligations of COFCO Junding under the Redemption 
Agreements; and (2) the management and other obligations of COFCO Junding under 
the Management Agreements. The Guarantee Agreement constitutes a connected 
transaction of the Company under the Listing Rules.

On 12 August 2009, Longhua Group and COFCO Winery Yantai entered into the 
Counter-Guarantee. The Counter-Guarantee constitutes an exempted connected 
transaction of the Company under the Listing Rules.

BACKGROUND

China Resources Trust has recently teamed up with COFCO Junding to establish the 
Investment Schemes whereby customers of China Resources Trust will invest in the
chateau wine products of COFCO Junding.

The Investment Schemes will each be for a term of 18 months from their respective 
establishment dates with an original investment cost per barrel of wine ranging from 
RMB100,000 to RMB200,000. During the 18-month term of the respective 
Investment Schemes, after the wine is matured and bottled, customers of China 

As one or more of the applicable percentage ratios in respect of the aggregate 
maximum amount of guarantee under the Guarantee Agreement exceed 0.1% but are 
less than 2.5% in accordance with Rule 14A.66(2)(a) of the Listing Rules, the 
transactions contemplated under the Guarantee Agreement are subject to the reporting
and announcement requirements but exempt from independent shareholders’ approval
requirement under the Listing Rules. However, as the provision of guarantee pursuant 
to the Guarantee Agreement took place within 12 months of the provision of 
guarantees under the Framework Agreements as disclosed in the Company’s 
announcement dated 24 September 2008, the Guarantee Agreement and the 
Framework Agreements are aggregated in accordance with Rule 14A.25 of the Listing 
Rules. As one or more of the applicable percentage ratios in respect of the aggregate 
maximum amount of guarantees under the Guarantee Agreement and the Framework 
Agreements exceed 2.5% in accordance with Rule 14A.66(2)(a) of the Listing Rules, 
the Guarantee Agreement will be subject to the reporting, announcement and 
independent shareholders’ approval requirements under the Listing Rules.

Longhua Group is also a connected person of the Company under the Listing Rules. 
Since the Counter-Guarantee is provided by Longhua Group for the benefit of the 
Group on normal commercial terms where no security over the assets of the Group is 
granted in respect thereof, the Counter-Guarantee constitutes an exempted connected 
transaction of the Company under Rule 14A.65(4) of the Listing Rules, and is exempt 
from the reporting, announcement and independent shareholders’ approval 
requirements under the Listing Rules.
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Resources Trust may order for delivery of any number of bottles of wine up to the 
total number of their entitlements under the respective Investment Schemes.

For the purpose of the Investment Schemes, COFCO Junding and China Resources 
Trust entered into twelve Redemption Agreements, whereby China Resources Trust as 
trustee of its customers will acquire from COFCO Junding the rights and interests in 
certain chateau wine produced by COFCO Junding, subject to COFCO Junding’s 
obligation to redeem the rights and interests in the wine that remains undelivered and 
pay an investment return to China Resources Trust after the expiry of the relevant 
Investment Scheme in accordance with the Redemption Agreement.

COFCO Junding and China Resources Trust also entered into twelve Management 
Agreements, whereby, COFCO Junding has agreed to provide management services 
for the wine products acquired by China Resources Trust under the Redemption 
Agreements. Such services include storage space maintenance, bottling of wine, 
quality and quantity control and delivery of the wine products. In the event of any loss, 
quantity shortage and damages to the wine products under its management, COFCO 
Junding is liable to indemnify China Resources Trust for all damages, losses and 
expenses in relation to such wine products.

None of the Redemption Agreements and the Management Agreements constitutes a 
notifiable transaction or connected transaction of the Company under the Listing 
Rules.

To secure the performance by COFCO Junding of its obligations under the 
Redemption Agreements and the Management Agreements, COFCO Winery Yantai 
has conditionally agreed to provide guarantee in favour of China Resources Trust 
pursuant to the Guarantee Agreement.

GUARANTEE AGREEMENT

Date

12 August 2009

Parties

COFCO Winery Yantai as the guarantor and China Resources Trust as the creditor.

To the best of the Directors’ knowledge, information and belief, having made all 
reasonable enquiries, China Resources Trust is a third party independent of the 
Company and any of its connected persons.

Scope of the guarantee

Pursuant to the Guarantee Agreement, COFCO Winery Yantai has conditionally 
agreed to provide a guarantee in favour of China Resources Trust in relation to (1) the
redemption and other obligations of COFCO Junding under the Redemption 
Agreements; and (2) the management and other obligations of COFCO Junding under 
the Management Agreements.
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In the event that COFCO Junding fails or is unable to fulfill any of its redemption and 
other obligations under the Redemption Agreements and/or its management and other
obligations under the Management Agreements, COFCO Winery Yantai will be liable
to China Resources Trust as a primary obligor for the defaults of COFCO Junding, 
including the performance in place of COFCO Junding of its obligations under the 
Redemption Agreements and/or the Management Agreements, as the case may be, 
and the payment of all loss, damages, costs and expenses that China Resources Trust 
may have incurred or suffered as a result of the defaults of COFCO Junding.

Aggregate maximum amount of liabilities

The aggregate maximum amount of liabilities of COFCO Winery Yantai (including 
any damages and expenses) under the Guarantee Agreement will not exceed 
RMB170,000,000, even though the total amount of redemption money, and the loss, 
damages, costs and expenses that may be liable by COFCO Junding to China 
Resources Trust under the Redemption Agreements and/or the Management 
Agreements may exceed RMB170,000,000. Such maximum amount was arrived at by 
the parties after arm’s length negotiations with reference to the aggregate maximum 
amount of the original investment cost under of the Investment Schemes.

Condition Precedent

The Guarantee Agreement is conditional upon the compliance by the Company of all 
the approval and disclosure requirements under the Listing Rules.

Term of the guarantee

The Guarantee Agreement will take effect from the date of fulfilment of the condition 
precedent by the Company and shall cease to be effective six months after the expiry 
of COFCO Junding’s redemption obligations under the Redemption Agreements or its 
management obligations under the Management Agreements, whichever is the later.

COUNTER-GUARANTEE

In consideration of the provision of guarantee by COFCO Winery Yantai for the 
obligations of COFCO Junding pursuant to the Guarantee Agreement, on 12 August
2009, Longhua Group and COFCO Winery Yantai entered into the 
Counter-Guarantee, pursuant to which Longhua Group has agreed to indemnify 
COFCO Winery Yantai up to 45% of its liabilities under the Guarantee Agreement.

REASONS FOR ENTERING INTO THE GUARANTEE AGREEMENT

It is intended that, through the Investment Schemes, COFCO Junding will be in a 
unique position to promote its chateau wines to certain premier customers of China 
Resources Trust and accordingly attract higher-income consumers to its elite-range 
wine products. By entering into the Redemption Agreements and the Management 
Agreements, COFCO Junding, which is an integral part of the Group, will benefit by 
securing funds from the Investment Schemes for its working capital and business
expansion needs, and the Group can accordingly benefit from the development of 
COFCO Junding. Furthermore, expansion and investments in wine business and 
development of new business models are in line with the Group’s future plans. The 
Directors (excluding the independent non-executive Directors whose opinion will be 
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included in the circular to be dispatched to the shareholders as soon as practicable) 
consider that the Guarantee Agreement is in the interest of the Group as it facilitates 
the making of the Redemption Agreements and the Management Agreements and 
hence the business of COFCO Junding.

The terms of the Guarantee Agreement were determined after arm’s length 
negotiations. The Directors (excluding the independent non-executive Directors
whose opinion will be included in the circular to be dispatched to the shareholders as 
soon as practicable) are of the opinion that, while provision of guarantee for the 
benefit of COFCO Junding is not in the ordinary and usual course of business of 
COFCO Winery Yantai, the Guarantee Agreement was entered into on normal 
commercial terms and the terms of the Guarantee Agreement are fair and reasonable 
and in the interests of the Company and its shareholders as a whole.

The Directors are of the opinion that the Counter-Guarantee, which helps reduce 
COFCO Winery Yantai’s exposure under the Guarantee Agreement, was entered into 
on normal commercial terms for the benefit of the Company, the terms thereof are fair 
and reasonable and in the interests of the Company and its shareholders as a whole.

LISTING RULES IMPLICATIONS

COFCO Winery Yantai is a wholly-owned subsidiary of the Company. COFCO 
Junding is a non-wholly owned subsidiary of the Company, in which the Company 
beneficially holds a 55% equity interest. Longhua Group beneficially holds the 
remaining 45% equity interest in COFCO Junding, as well as a 45% equity interest in 
another non-wholly owned subsidiary of the Company. COFCO Junding is therefore a 
connected person of the Company, and the provision of guarantee by COFCO Winery 
Yantai pursuant to the Guarantee Agreement constitutes a connected transaction of the 
Company under the Listing Rules.

As one or more of the applicable percentage ratios in respect of the aggregate 
maximum amount of guarantee under the Guarantee Agreement exceed 0.1% but are 
less than 2.5% in accordance with Rule 14A.66(2)(a) of the Listing Rules, the 
transactions contemplated under the Guarantee Agreement are subject to the reporting 
and announcement requirements but exempt from independent shareholders’ approval 
requirement under the Listing Rules. However, as the provision of guarantee pursuant 
to the Guarantee Agreement took place within 12 months of the provision of 
guarantees under the Framework Agreements as disclosed in the Company’s 
announcement dated 24 September 2008, the Guarantee Agreement and the 
Framework Agreements are aggregated in accordance with Rule 14A.25 of the Listing 
Rules. As one or more of the applicable percentage ratios in respect of the aggregate 
maximum amount of guarantees under the Guarantee Agreement and the Framework 
Agreements exceed 2.5% in accordance with Rule 14A.66(2)(a) of the Listing Rules, 
the Guarantee Agreement will be subject to the reporting, announcement and 
independent shareholders’ approval requirements under the Listing Rules.

Longhua Group is also a connected person of the Company under the Listing Rules. 
Since the Counter-Guarantee is provided by Longhua Group for the benefit of the 
Group on normal commercial terms where no security over the assets of the Group is 
granted in respect thereof, the Counter-Guarantee constitutes an exempted connected 
transaction of the Company under Rule 14A.65(4) of the Listing Rules, and is exempt 

)
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from the reporting, announcement and independent shareholders’ approval 
requirements under the Listing Rules.

Since:

1. China Resources Trust is not interested in any shares of the Company and no 
shareholder is interested in the Guarantee Agreement and would be required to 
abstain from voting if the Company were to convene a general meeting for 
approving the Guarantee Agreement;

2. Wide Smart holds 19,228,550,331 shares of the Company, representing 
approximately 68.87% of the Company’s issued share capital, giving the right to 
attend and vote at the Company’s general meeting; and

3. the Company is in the process of obtaining a written approval of Wide Smart to 
approve the Guarantee Agreement in lieu of holding a formal general meeting of 
the Company,

if the written approval of Wide Smart is obtained and the Stock Exchange grants the 
waiver pursuant to Rule 14A.53 of the Listing Rules, no general meeting of the 
Company will be convened for approving the Guarantee Agreement. An application 
will be made to the Stock Exchange in accordance with Rule 14A.43 of the Listing 
Rules for waiving the requirement of holding a general meeting.

An independent board committee of the Board comprising the independent 
non-executive Directors has been appointed to consider the terms of the Guarantee 
Agreement and to advise the independent shareholders of the Company as to whether 
the Guarantee Agreement is on normal commercial terms, fair and reasonable and in 
the interests of the Company and its shareholders as a whole. An independent 
financial adviser will be appointed to advise the independent board committee of the 
Board and the independent shareholders of the Company on the terms of the 
Guarantee Agreement.

A circular containing, amongst other things, further details relating to the Guarantee
Agreement, the letter from the independent board committee of the Board and the 
advice from the independent financial adviser will be dispatched to the shareholders 
as soon as practicable.

GENERAL INFORMATION ON THE PARTIES

The Company is an investment holding company. Through its subsidiaries and 
associated companies, it is principally engaged in wines, beverages, consumer-pack 
edible oil and confectionery business.

COFCO Winery Yantai is engaged in grape growing, production and sale of grape 
wine and related beverages.

COFCO Junding is engaged in production and sale of grape wine, vine development 
and research, grape growing, vineyard tourism and promotion or oenology.

China Resources Trust is engaged in investment and trust business in the PRC.
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DEFINITIONS

In this announcement, the following expressions have the following meanings, unless 
the context otherwise requires:

“Board” the board of Directors of the Company

“China Resources
Trust”

China Resources SZITIC Trust Co., Ltd. (華潤深國投信託

有限公司), a non-banking institution established under the 
laws of the PRC

“COFCO Junding” COFCO Junding Vineyard Co., Ltd. (中糧君頂酒莊有限公

司), a Sino-foreign joint venture company incorporated
under the laws of the PRC and a non-wholly owned 
subsidiary of the Company

“Company” China Foods Limited, a limited liability company 
incorporated in Bermuda, the shares of which are listed on 
the main board of the Stock Exchange

“connected 
transaction”

has the same meaning ascribed thereto under the Listing 
Rules

“COFCO Winery 
Yantai”

COFCO Greatwall Winery (Yantai) Co., Ltd. (中糧長城葡

萄 酒 ( 煙 台 ) 有 限 公 司 ), a limited liability company 
incorporated under the laws of the PRC and a wholly-owned 
subsidiary of the Company

“Counter-Guarantee” the counter-guarantee entered into between Longhua Group 
and COFCO Winery Yantai on 12 August 2009

“Director(s)” the director(s) of the Company

“Framework 
Agreements”

the two framework agreements entered into between 
COFCO Wines & Spirits Co., Ltd. (中糧酒業有限公司), a 
wholly-owned subsidiary of the Company, and COFCO 
Junding on 19 September 2008 in respect of COFCO 
Junding’s redemption obligations in the aggregate amount of 
RMB166,700,000 under certain wine products related
investment schemes

“Guarantee 
Agreement”

the guarantee agreement entered into between COFCO 
Winery Yantai and China Resources Trust on 12 August 
2009 in respect of COFCO Junding’s redemption and other 
obligations under the Redemption Agreements and 
management and other obligations under the Management 
Agreements for an aggregate maximum amount of liabilities 
up to RMB170,000,000

“Group” the Company and its subsidiaries
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“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Investment 
Schemes”

the wine products related investment schemes to be launched 
by China Resources Trust targeting its certain higher-income 
customers

“Listing Rules” the Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited

“Longhua Group” Longhua Group Co., Ltd. (隆華集團有限公司), a limited 
liability company incorporated under the laws of the PRC
which holds a 45% equity interest in COFCO Junding

“Management 
Agreements”

the twelve management agreements entered into between 
COFCO Junding and China Resources Trust on 12 August
2009

“percentage ratios” the percentage ratios under Rule 14.07 of the Listing Rules

“PRC” or “China” the People’s Republic of China

“Redemption 
Agreements”

the twelve transfer and redemption agreements in relation to 
the Investment Schemes entered into between COFCO 
Junding and China Resources Trust on 12 August 2009

“RMB” Renminbi yuan, the lawful currency of the PRC

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Wide Smart” Wide Smart Holdings Limited, a company incorporated in 
the British Virgin Islands with limited liability and the 
controlling shareholder of the Company

By Order of the Board
China Foods Limited

Qu Zhe
Managing Director

Beijing, 13 August 2009

As at the date of this announcement, our executive directors are Mr. Ning Gaoning, 
Mr. Qu Zhe, Mr. Mak Chi Wing, William, Mr. Zhang Zhentao and Ms. Luan Xiuju; 
our non-executive directors are Mr. Ma Jianping and Ms. Wu Wenting; and our 
independent non-executive directors are Messrs. Stephen Edward Clark, Li Hung 
Kwan, Alfred and Yuen Tin Fan, Francis.


