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NONG SHIM’S HISTORY HAS BEEN
A CULTURAL JOURNEY

Corporate Profile

Our vision is to leapfrog into a global food company pursuing
health and happiness with customers.

Over the past four decades, Nong Shim has been the best leading company in the Korean food industry by providing
customers with quality food products and services. However, with the rapidly changing global business environment,
Nong Shim is facing some of the most difficult challenges in its history. Yet these challenges provide opportunities
for the company to promote its products and strengthen its brand image in the global market. In response to the
challenges, the company is taking bold measures to become a world-class general food company, developing
models for sustainable growth in its existing core products, including instant noodles and snacks. It is also developing
its overseas marketing and sales, as well expanding its product line to find new sources for growth. As it looks
toward the future, Nong Shim is continuing to deliver its outstanding technology, as well as its quality products
and services to the global market. Nong Shim remains committed to its four key values: creativity, consumer satisfaction,
craftsmanship, and the spirit of ownership.

Nong Shim will continuously grow
and develop its vision of
Do Dream ‘World Best.’
To our valued shareholders
Nong Shim has produced a number of premium hit brands such as Shin Ramyun, Ansung Tang Myun, and Shrimp
Crackers over the past four decades, which led us to become the best leading company in the Korean food industry.
Now we are at a critical juncture where we should prepare for the next forty years capitalizing on our achievements
and reserved strength.
The world has now entered an era of great changes and challenges which present both threats and opportunities.
Globally, competition is getting fiercer with natural resources and environmental issues. Meanwhile, internally, many
issues including low fertility rate and rapidly aging population are emerging as a social problem. In addition, intense
competition in the food market, changed perception of processed foods, and expanded influence of retail chains are
challenges that we have to face.
Under the circumstances, we have difficulties in continuing to achieve high sales and profit growth. We regret to
inform you that our 2008 sales stood at KRW1.78 trillion and net income reached KRW78.5 billion, which are not
significant results compared with those of 2007.
However, we now feel a sense of urgency to change ourselves. A change can be made by a true sense of urgency. We
will back to the basics and strive to change ourselves in preparation of another start. To this end, we will renew
organizational culture, take 3Ps (product, process, and people) to the highest level and further enhance systems, with
a view to doubling our profits.
Building on the change, Nong Shim aims to realize its “Vision 2015” to leapfrog into a global food company that
brings health and happiness to customers. Under the vision, we will achieve KRW4 trillion in sales, and KRW500 billion
in profits (profitability of 12 percent) by 2015.

A Clear Vision

Sun, Wook
President & CEO

CEO M essage

To achieve this, we set our 2009 management policy “Macrobiotic Foods.”
One of our visions is to turn Nong Shim into a company that produces macrobiotic foods which are the foundation of
health and happiness for humanity. The vision serves as core capabilities for Nong Shim to become a long-lived
company that continues to grow. We will lead the trend of well-being noodles by expanding non-frying healthy
noodle market, and industrialize rice noodles, representative macrobiotic food materials. In addition, we will promote
naengmyun (a type of traditional Korean cold noodles) and nurture them as global food items. Like these, the
company will focus on developing macrobiotic foods with traditional Korean flavors and ingredients. At the same
time, we will lay the foundation for a long-lived company by enhancing our competitiveness in brand power, product
quality, cost control and process innovation.
Based on the management policy, we will renew our commitment to sustaining growth and keeping Nong Shim’s
identity.
A company grows continuously through preparation and advancement. We will devote ourselves to equipping Nong
Shim with global competitiveness. To this end, we will lay the foundation of continuous growth by meeting the target
for 2009 and incorporate a spirit of adventure into our corporate culture.
In closing, the staff and directors stand steadfast in their commitment to shareholders and investors and will enhance
investor relations activities to achieve better results and increase shareholder value. We appreciate your continued
support and encouragement.
Thank you.
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A Clear Vision

We will leapfrog into a global food company pursuing health and happiness
with customers.

Core Value

· Creating new value through continuous innovation and challenging spirit
· Pursuing customer satisfaction by meeting their needs
· Cherishing craftsmanship with the best technology and excellence
· Bearing the spirit of ownership with passion and responsibility
Strengthening core capabilities

How to
realize
our vision

Creating customer value
Expanding our global reach

Developing new growth engines

STRENGTHENING
CORE CAPABILITIES

A Clear Vision

Strengthening Core Capabilities
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Nong Shim's commitment to research and development, dedication to excellence in its
products, and ambition to become a top food service company have all resulted in
dominance as the best in the Korean food industry. Nong Shim is now ready to be
a pioneer in a new and promising future.

Worldwide Brand Power

Cutting-edge Facilities

Reinforced Competitiveness
Nong Shim's main products include instant
noodles such as shin ramyun, with 900
million packs sold per year, yukgaejang
noodle soup, and kimchi ramyun, as well
as snacks such as Shrimp Crackers, Onion
Rings, and Honey Twists. These products
are sold in more than 80 countries beyond
Korea, and their popularity is growing.

A lot of global leading food companies are
now expanding their businesses to
neighboring sectors and maximize growth
potential to secure stable and high
profitability. Nong Shim is also focusing on
upgrading competitiveness and building
future growth platforms through a variety
of strategies including mergers, acquisitions,
business alliances, outsourcing and cost
innovation.

Nong Shim's R&BD Center and Leadership
Center, both completed in 2007, will serve as
incubators for the company’s future business
direction, as well as for the development of
new technology and human resources. Its
Noksan plant,exclusively manufacturing nonfrying products, will also play a key role as a
sophisticated production base for the next
generation well-being products.

A Clear Vision

Nong Shim's greatest assets lie in the credibility of its services and the excellence of its food products. The company has maintained its
top position in the industry by providing quality products made from only the finest ingredients through cutting-edge technology and
facilities. To continue to grow and take rank with global competitors, Nong Shim will maximize growth potential by securing distinctive
globalization strategies and management efficiency.

CREATING CUSTOMER VALUE

A Clear Vision

Creating Customer Value
Nong Shim's ultimate goal is to deliver health and happiness to its customers.
To achieve this goal, we pay attention to what the consumers need and constantly
improve products and services.
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Unrivaled Product Quality

In addition to ensuring the quality of
ingredients, Nong Shim perfects the taste
of its products in state-of-the-art facilities.
The company operates six plants in Korea,
as well as plants in China and the U.S. All of
these plants feature production lines driven
by cutting-edge computer systems and
high-speed automation facilities to attain
scientific and systematic quality control.
Sophisticated logistics systems in these
plants act as a bridge between production
and sales. These facilities contribute to strong
competitiveness in overseas markets.

A New Leader in the Food Industry

More than 150 researchers are involved in
efforts to provide reliable and healthy food
products. Thanks to them, Nong Shim has
been able to introduce MSG-free and lowsodium instant noodles as well as launch
trend-setting and premium-lifestyle products
such as non-frying noodles, frozen noodles
and wet noodles for the first time in the
industry.

A crisis presents both challenges and
opportunities. Considering the high
consumer demand for safe foods, Nong
Shim is concentrating its efforts on food
safety management. It has implemented the
“Customer Safety Project” designed to
supply reliable products to customers. It has
also formed the “Food Safety Advisory
Group” to supervise the project. The goal is
to upgrade the safety management of all
production plants to the level of
pharmaceutical plants.

Customer Safety Project
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A Clear Vision

To Nong Shim, customer value always takes precedence over any matters. With full commitment to delivering safe and high-quality
products, the company makes every effort for food safety company-widely. Particularly, Nong Shim produces instant noodles and snacks
adopted LOHAS concept of MSG-free, no trans-fat and low calories.

EXPANDING OUR
GLOBAL REACH

A Clear Vision

Expanding Our Global Reach
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At Nong Shim, to become a global company involves much more than mere market
expansion. It makes us create opportunities to deliver health and happiness to more
world people. Today, Nong Shim is leapfrogging into a global company that contributes
to the development of customers’ lives and food culture in the world beyond just the
manufacturer of instant noodles and snacks.

Expansion of Global Business

Global SCM Network

Successful Localization Strategy

Nong Shim has accelerated its global
initiative through localization, with
production plants in China and the US, the
largest markets, to deliver its products at the
local level. The company is now expanding
production and sales footholds in South
East Asia, Australia, Russia, Europe, South
America and other regions.

Nong Shim uses a variety of strategies to
develop its global initiative. It has forged
strategic business alliances with world’s
leading food companies, thereby ensuring
sustainable growth. As part of these
alliances, Nong Shim introduces world-class
food brands from these partner companies
to consumers in Korea.

Nong Shim is planning a new structure for
SCM network by segmenting the global
market into four regions: North East Asia,
Oceania, the Americas, and EU. Each segment
expands business bases by outsourcing and
selling competitive products. The company
also intends to strengthen global capability by
building integrated information system.
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A Clear Vision

Nong Shim is now increasing its global marketing reach, exporting instant noodles and snacks to more than 80 countries including
Japan, China, the US, Europe, and Russia. Nong Shim has constructed local production plants in China and the US as part of its
localization program. As a result of its global marketing initiative, more than half of the world's population has experienced the taste of
Nong Shim. These products and services are now poised to become daily household items around the world.

DEVELOPING NEW GROWTH
ENGINES

A Clear Vision

Developing New Growth Engines
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In a more competitive global food business environment, companies that adapt to
consumer needs and trends can generate profits and continue to grow. By making the
most of accumulated technology and experience, Nong Shim will lead in developing
new future foods and continue to diversify business portfolio in the mid-/long-term to
position as a global food company.

Diversification of the
Business Portfolio

Developing Future Foods

Nong Shim, an innovator of new products
and leading noodle manufacturer, is
preceding all competitors in developing
future foods in the era of well-being boom.
To meet diverse and refined consumer
needs, we have introduced new valueadded noodles such as Korea’s traditional
plain noodles, instant noodles and plain
noodles made from rice, and traditional
western noodles including pasta. These new
future foods are expected to build a solid
foundation for another leap.

Differentiated R&D Capabilities

To find new growth engines, Nong Shim has
conducted extensive analyses of both the
Korean domestic food industry and the
business structures of global food companies.
The company has examined the potential of
With creative technologies, Nong Shim has
new areas for business, as well as the synergy
continued to develop new products with
between those new businesses and our core
unique flavors. By fusing noodle-making
capabilities. With the insight gained, Nong
technology with injection-mold technology, Shim is now preparing to enter new business
Nong Shim has created a new manufacturing areas including health supplements and food
technology for instant naengmyun--also
material supplies.
known as Korean cold noodles--that can be
distributed and preserved at room
temperature. Applying a “nesting” method to
the manufacturing process, Nong Shim
launched Doonji Naengmyun, the first dried
naengmyun, a hit in the domestic market in
2008. Nong Shim will maintain its lead as a
developer of future foods, continuing to
release next generation noodle products with
innovative technologies and sophisticated
environment-friendly facilities.

A Clear Vision

For more than 40 years, Nong Shim has produced tasty instant noodles and snacks. Now the company is transforming itself into a
general food manufacturer. As the global market becomes more competitive, Nong Shim has to maximize its value by exploring
opportunities through innovation and entrepreneurship. To this end, the company will create future growth engines as well as
strengthening core capabilities.

REVIEW OF OPERATIONS
For Nong Shim, 2008 was a challenging year, with soaring costs for raw materials, contracting consumer
confidence triggered by the global economic crisis, and the food safety issue raised in early 2008. To respond,
the company initiated the “Customer Safety Project.” To achieve internal reform, it implemented intensive risk
management through process innovation (PI) and market innovation (MI). Meanwhile, Nong Shim has
continued to launch premium products to address consumer needs. It has carried out detailed action plans on
a steady basis. As a result, it has achieved an 11.0% sales increase to KRW 1.78 trillion, with moderate
profitability gains.

A Clear Vision

Review of
Operations

Instant Noodle
Snack
Beverage
Other Products

Globalization

Sustainability

Instant Noodle
Nong Shim has contributed to improving consumers’ diets through a variety of noodle products
that reflect consumer needs and trends. We invite you to the world of our unique flavor.

Creation of New Food Culture
We began producing instant noodles with a
sense of duty to improve Korean diet and
culture. Beginning with its most successful
product, Shin Ramyun, Nong Shim has
produced a number of market-leading brands,
including Ansung Tang Myun, Yukgaejang
Bowl Noodle Soup, and Chapagetti, which led
us to the top position in the Korean market. In
2008, Nong Shim's five main noodle products
made up an impressive 53.9 percent share of
the Korean noodle market. Shin Ramyun alone
held a 28.2 percent share of the market.
Nong Shim’s instant noodles have been
popular among Koreans as an alternative to
rice, the traditional staple. Noodles are popular
because they are tasty, nutritious, hygienic,
safe, nonperishable, and convenient. Nong
Shim has recently moved one step ahead of its
competitors by commercializing lower-calorie
wet noodles, gunmyun, as well as Korean
traditional noodles such as guksu (thin wheat

flour noodles) and naengmyun (cold noodles),
thus solidifying the company's market
dominance.
Moreover, Nong Shim continues to insist on
quality ingredients. As part of the effort to
ensure the quality of ingredients, we have
been implementing a GMO-free policy since
2000, as well as MSG-free and low-sodium
policies since February 2007. The company
remains committed to developing higher
quality products that meet the needs of
consumers.

Preparing for another Takeoff
The noodle industry has recently focused on
enhancing profitability by creating valueadded products in response to rising costs for
raw materials, weak consumption due to the
global economic slowdown, and increasing
consumer demand for health and safety.

Nong Shim has developed the world’s premier products through its devotion to quality
ingredients and commitment to flavor. Products such as Shin Ramyun, known for its spicy
taste, Yukgaejang Bowl Noodle Soup, with its refreshingly hot taste, Ansung Tang Myun
with its mild appeal to the palate are the results of a proud commitment to consumer
health and happiness.

Following these market trends, Nong Shim
plans to use its accumulated technology and
experience to expand its noodle business. Its
premium health-conscious brands, such as
Gunmyun, Doongj Naengmyun, Hururuk
Guksu, and Adam Myun, will become new
growth engines in its instant noodle business.
In addition, Nong Shim is concentrating on
creating demand and strengthening brand
recognition by carving out B2B markets,
include the food service market. It is focusing
on boosting profitability through cost
innovation and efficient marketing. Nong
Shim aims to achieve sales of KRW1.26 trillion
in the instant noodle business in 2009.
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A Clear Vision

In 2008, domestic instant noodle market

Sales Trend of Instant Noodle (unit : KRW in billions, %)

Sales Portion of Instant Noodle in 2008

showed flat in quantity. Overall market size,
however, expanded by 15.7% compared

2009(E)

with 2007 due to increases in price. Nong

2008

Shim likewise witnessed an overall annual

73.1
72.9
70.5

2007

26.9 1,261
27.1 1,197
29.5 1,061

sales increase of 12.8% to approximately
KRW1.20 trillion. Sales of its five main

2006

products grew by 14.0% over the previous

2005

year, and new products by 74.0%.

Pack Ramyun

71.2

28.8 1,072

72.1

27.9 1,063

Cup Ramyun

67.4%

Instant Noodle
Today, instant noodles are no longer considered merely an alternative meal; they have become
independent food sources. Nong Shim is the leader in developing health-oriented and functional
premium products in Korea.

A Clear Vision

All of our technologies and innovation are
geared toward meeting the needs of
consumers. To deliver health and happiness
to customers, we are further focusing on
developing and manufacturing quality
products.
Nong Shim completed its Noksan plant
designed exclusively for non-frying products
in 2007 to meet changing customers’
consumption patterns into nature-friendly and
health-conscious products, and launched the
first premium brand Gunmyun Sedae. In 2008,
additional premium products such as Doongji
Naengmyun and Hururuk Guksu were
introduced.
Aimed at the health-conscious consumer,
Gunmyun - non-frying noodles - is produced
through the “Neo” method, an alternative to
frying. Nong Shim also uses the “Zeodration”
method to make seasoning powder that fully
contains the original flavors of its ingredients.

Doongji Naengmyun is a new product to
introduce naengmyun - Korea’s representative
cold noodle dish - to the world. It is also a nonfrying product that can be distributed and
preserved at room temperature. Nong Shim is
set to expand the brand to diet naengmyun,
arrowroot naengmyun, and other varieties to
introduce these tastes to consumers. In
addition, along with Hururuk Guksu and Rice
Guksu, Doongji Naengmyun will be the
leading products as Nong Shim expands its
instant noodle business.
Meanwhile, Nong Shim now aims to become
a leader in the domestic frozen food market.
We are expanding our sales infrastructure for
frozen noodles, a market with high growth
potential.
In 1999, Nong Shim's frozen foods became the
first in Korea to receive the Hazard Analysis
and Critical Control Points (HACCP)
certification from the Korea Food and Drug
Administration (KFDA). Since 2002, the frozen
food sector has recorded an average annual
growth of 20.9%.

Frozen noodles are sold under the family
brand name of Nong Shim Garak. To boost
business capacity, the company plans to
develop new product lines, such as seafood
noodles, spaghetti, and one-touch curryflavored noodles. In other frozen food sectors
besides noodles, Nong Shim will continue to
enhance its brand value by diversifying its
products and expanding its sales
infrastructure.
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Innovative Premium Brands

Snack
Offering a taste of joy, Nong Shim's snacks are healthy products made with quality ingredients,
proprietary technologies, and sophisticated facilities. Consumers can enjoy Nong Shim snacks
anytime and anywhere without worrying about health.

Endeavoring to Win the Hearts of
Customers
In 1971, Nong Shim launched Shrimp Crackers,
which was the first of its kind in Korea and is
now a household name. Since then, Nong Shim
has led Korea’s snack culture by releasing highly
successful products into the market, including
Onion Rings, Potato Chips, Rice Snack, and
Postick.
As the leading snack producer in Korea, Nong
Shim strives to reflect consumer needs. To
ensure the safety of snacks, we use no inflating
agents, preservatives, MSG, or trans fat.
Furthermore, in 2008, Nong Shim started the
“Customer Safety Project,” built a product
tracking system, and began disclosing the
country of origin for all ingredients. Thus, the
company is committed to developing products
that consumers really need, along with the
market-leading technology that enables us to
do so.

In 2009, Nong Shim expects to reverse the
sluggish sales of Shrimp Crackers. And to meet
consumer demands, we will launch healthcentered new premium brands and
strategically nurture brand power to sustain
growth.
For the mid-/long-term, the company will
expand its snack products, previously based on
grains, to include products based on nuts, such
as Korean cookies, premium cookies or biscuits,
and highly functional products with anti-allergic
or other functional substances. Nong Shim's
goal by 2015 is to achieve sales of KRW400
billion, and a domestic market share of 20%, up
from the current 8%.

Made through special shrimp processing and parching technologies, Shrimp Crackers
have long been acknowledged by consumers as a tasty and nutritious snack. Apart
from Shrimp Crackers, over forty different products, including the health-oriented Rice
Snack and Potato Chips are also highly popular, giving Nong Shim a reputation as a
leading snack maker.

With extensive technological capabilities,
Nong Shim is developing premium additivefree products and positioning them to become
power brands, with the aim of posting sales
over KRW100 billion per product. It is also
reestablishing the identity of its family brands
to be more acceptable to consumers. It is
involving experts from a variety of fields, as well
as consumers themselves, in processes ranging
from planning to review feedback. Due to these
efforts alone, the company expects the sales of
snacks to increase by 29.6% to KRW265.0 billion
in 2009.
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A Clear Vision

Despite a slight decline in quantity, the domestic

SalesTrend of Snack (unit : KRW in billions)

Sales Portion of Snack in 2008

snack market size expanded by 2.2% to KRW599.0
billion due to price increases in 2008. Declining
sales of Shrimp Crackers were offset by the rising
sales of Honey Twist Snack, Postick, and Potato

2008
2007

Snack. Overall sales, however, fell by 5.6% to
KRW204.5 billion.

265

2009(E)

2006
2005

205
217
206
216

11.5%

Beverage
Nong Shim is opening a new era in the domestic beverage market. Based on unrivaled market
strength of clean and fresh mineral water Jeju Samdasoo, Nong Shim is expanding its market share
by forging business alliances with global beverage companies and continuously developing new
premium beverage brands meeting customer needs.
Becoming One of Top 3 Makers
The fastest growing products in the domestic
beverage market have been coffee, bottled
water, including bottled deep sea water, and
health beverages. On the other hand, the
growth of carbonated drinks and mixed herb
teas are stagnating. Meanwhile, major overseas
companies are expanding their beverage
businesses through M&A's and strategic
business alliances. They are also developing
health drinks for increasingly health-conscious
consumers. Thus, a wide variety of beverage
products are pouring into the market, leaving
consumers with a wide array of choices.
Nong Shim’s beverage business is growing
rapidly, as well, and it poised to take a top
position in the market. Jeju Samdasoo is globally
recognized as a high quality product. It ranks
first in the Korean market in terms of market
share. In addition, imported beverages such as
Welch’s Soda and Juice from the U.S., as well as
Capri Sun from Germany, are advancing to the
top in domestic beverage sales.

Despite sluggish consumption in 2008, Nong
Shim recorded a 19% growth in the beverage
business to KRW161.8 billion: Jeju Samdasoo
grew 21.2%; Welch’s Soda 19.5%; and Capri Sun
15.7%.
Based on analyses of the rapid market change,
we have established goals and strategies to
bring Nong Shim from fifth place in the
beverage market to third by 2015. To help
achieve this goal, the company will first build a
nation-wide network specializing in beverages
and increase sales by diversifying products and
strengthening business alliances with global
food companies.
Centering on the Seoul metropolitan area and
other major Korean cities, Nong Shim will
establish branch offices and chain stores, as well
as reinforcing sales competitiveness by entering
new markets and expanding sales channels.
Nong Shim's product portfolio, which has fallen
relatively short of consumer needs, will be
strengthened through brand renewal, familybrand nurturing, and new product development.
As for Jeju Samdasoo, Nong Shim is reinforcing

Jeju Samdasoo became the best-selling bottled mineral water within just
six months of its launch in March 1998, and it has maintained that position.
Apart from Jeju Samdasoo, Nong Shim imports world-renowned brands,
providing consumers with a variety of drinks and tastes.

quality control and diversifying bottle volumes
to further solidify that brand's market
dominance.
Nong Shim thus aims to register a 33% growth
in the beverage sector to KRW215.0 billion in
2009. Profits in the last year have dropped due
to exchange rates and rising costs in raw
materials, but the company is reversing these
trends by withdrawing sluggish products,
increasing product prices and implementing
efficient marketing strategies.
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A Clear Vision

In 2008, the domestic beverage market grew by 2.1%
from the previous year to KRW3.4 trillion. Nong Shim
far outperformed the overall market, by posting 19.2%

Sales Trend of Beverage (unit : KRW in billions)

growth to KRW161.8 billion with a balanced growth

2008

for its main brands.

2007

65 215

150

2009(E)

43 162

119
98
83

2006
2005

70
Samdasoo

38 136
41 124
40 110

Other Beverages

Sales Portion of Beverage in 2008

9.1%

Other Products
Nong Shim is delivering a variety of tastes to consumers: from steamed rice cooked from the best
domestic crops with certified quality, to imported brands such as Chupa Chups, Kellogg’s, and
Danish ham produced by Tulip, a local Danish company authorized by the Danish royal family.

Reinforcing Rice Business
Competitiveness

Increasing Sales of Imported Brands
and Export

Functional rice products, both convenient and
healthy, are pouring into the domestic instant
rice market. To gain upper hand in this fierce
market, many companies are promoting their
products aggressively .

Nong Shim imports and sells some of the bestknown overseas products: cereal from Kellogg’s
in the U.S.; coffee from Nestle in Switzerland;
lollipops from Chupa Chups in Spain; ham from
Tulip in Denmark; VONO (cup soup) and HonDashi (bonito fish soup stock) from Ajinomoto
in Japan; pasta from Barilla in Italy; and curry
from House, a company in Japan.

Nong Shim is addressing this competition, as
well. Adding to its eight established rice brands,
including Steamed Rice and Glutinous Rice, the
company launched Koshihikari Steamed Rice,
made from the best quality rice species, in
January 2008. This was followed by Koshihikari
Steamed Black Rice in June, and Gohyangsancheon Steamed Rice in July.
Nong Shim fell short of its competitors in
promotional activities, resulting in a 30.9% drop
in sales from 2007 to KRW7.4 billion. Our objective
in 2009 is to achieve sales of KRW15.0 billion, a
102.7% increase over 2008. We are aggressively
advertising to target customers, implementing
family-brand operation strategies, launching
new premium products, and strengthening
competitiveness in distribution.

Imported brands present both risks and
opportunities: declining demand due to rises in
costs of imports and rising exchange rates; and
supply shortage due to suspensions of imports
by domestic small and medium-sized companies.
Nong Shim views these factors as opportunities
for growth; they highlight the need to diversify
sources of import, minimize inventories, and
consistently supply goods to the Korean
market.
Overall 2008 sales of imported brands grew
3.9% to KRW134.3 billion, backed by the
balanced growth in main brands such as
Kellogg’s and Chupa Chups.

We have been implementing rigorous sanitary management, comparable
to the level at a semi-conductor plant, in producing instant rice products
with sophisticated facilities. Moreover, we have ushered in an era where
consumers can enjoy global brands at home. Nong Shim imports and sells
the best overseas products: ham from Tulib Food Company in Denmark;
cereals from Kellogg’s in the US; VONO (cup soup) and Hon-Dashi (bonito
fish soup stock) from Ajinomoto in Japan; pasta from Barilla in Italy.

In 2009, Nong Shim plans to expand its import
business by developing, importing and selling
new product lines from the existing brands,
new categories of products, food materials, and
gift sets. Our sales target for 2009 is KRW169.0
billion, a 25.8% growth over 2008.
Meanwhile, Nong Shim posted an export
growth of 37.6% to KRW79.1 billion in 2008,
thanks to the increased export of high valueadded products to South East Asia, Europe, and
Japan.
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A Clear Vision

In 2008, the company registered a 14.3% sales growth to

Exports & Sales of Other Products (unit : KRW in billions, %)

Portion of Exports & Other Products in 2008

KRW213.4 billion in instant rice and imported products
backed by solid sales of main brands, excluding instant
rice, and growing exports.

90 259

169

2009(E)

134

2008

79 213

2007

129

58 187

2006

127

55 182

125

2005
Other Products

Exports

89 214

12.0%

GLOBALIZATION
Nong Shim is moving faster to bring health and happiness to more consumers in 80 countries around
the world. The company is proactively targeting core strategic regions, including China, Japan, and the US,
as well as other regions including Europe, Russia, and South East Asia. Nong Shim thus aims to become
a truly world-class company.

Review of
Operations

Globalization

Nong Shim in the
Global Market
Nong Shim in the US
Nong Shim in China

Sustainability

Nong Shim in the Global Market
With the goal of globalizing Korean tastes, Nong Shim is implementing global strategies in three directions: exports, localization, and trading.
In exports, we are spreading the unique taste of Korea’s instant noodles and snacks to more than 80 countries. In localization, we have
conducted studies on the culinary cultures of neighboring countries, helping to modify tastes to suit local markets. In China, Nong Shim
operates three plants in Shanghai, Qingdao, and Shenyang, as well as two offices in Shanghai and Qingdao. In Japan, the company has
established sales strongholds in five major cities. In North America, it has set up local plants, subsidiaries, and offices in Los Angeles, New York,
and Toronto, solidifying its presence in the vast American market.
Furthermore, Nong Shim's globalization strategies are directed at advancing the distribution of agricultural, marine, and livestock products by
strengthening trading and forging business alliances with premier food companies. Nong Shim has taken steady steps to further reinforce
core businesses and join the ranks of the world's leading companies.

A Clear Vision

2008 Overseas Business Performance
Nong Shim recorded a 23.6% sales growth from the previous year to US$185.5 million. Viewing sales by region, the company posted a 30.3% growth rate in
China, 15.0% in the U.S., and 45.5% in Japan. We achieved an ordinary income surplus of KRW28.1 billion. In addition, Nong Shim's export saw a 16.5% annual
growth to US$72.2 million due to balanced growth in the U.S., Canada, Japan, China, South East Asia, Oceania, and Europe, except in Russia, where growth
was stagnant.

2009 Business Objective and Strategy
Two concerns affect Nong Shim's objectives and strategies for 2009: slowing global consumption due to the economic crisis, and growing
consumer concerns over food safety. To address these changes in the market, Nong Shim is moving ahead to secure HACCP-level quality
in overseas plants. It is also strengthening sales and marketing capabilities, thus ensuring continued growth in overseas business. Nong
Shim is aggressively implementing four overseas strategies: new product development, including localized family brands; innovation in
sales and distribution systems; development of new markets in neighboring regions; and recruitment of local marketing professionals.
Through these efforts, we aim to achieve a 26.7% year-on-year growth in sales to US$235 million in overseas business, and an 19.2% sales
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growth from the previous year to US$86 million in exports.

Nong Shim in the US
Targeting over 1.4 million ethnic Koreans living in the US, we have exported instant noodles to Los Angeles since 1971. In 2005, we completed
the construction of a sophisticated local production plant in Los Angeles capable of manufacturing 200 million packs of instant noodles per
year, including Shin Ramyun and Yukgaejang Bowl Noodle Soup. The US plant is Nong Shim's fourth overseas plant, and it is very significant
as a firm foothold in the world’s largest market.
With this momentum, Nong Shim has registered a high annual growth rate, expanding its customer base to Hispanics, Asians, and Latin
Americans living in the US, as well as those in neighboring countries, including Canada, Mexico, and Brazil. Meanwhile, we supply our
products to large US discount retail chains including Walmart, Costco, and Sam’s Club. Following the company's pricing strategy, one pack of
Shin Ramyun is sold for 90 cents US, two to three times higher than that of Japanese companies such as Nissin Foods or Maruchan. Such a
price differential makes an impression on local consumers as a premium brand.

A Clear Vision

2008 Operating Performance in the US
Sales from the US subsidiary in 2008 stood at US$94.2 million, a 15.0% increase over the previous year. It can be attributed to sales growth in the Hispanic and
Mexican markets, which stood at 4.7% and 23%, respectively. On the profitability front, Nong Shim saw a 47.6% decrease to US$1.3 million due to an increase
in advertisement and promotion costs.

2009 Business Objective and Strategy
The North American market, which ranks fourth in instant noodle consumption, is in its early stages of maturity. However, the high-end product market is still
emerging. Through market segmentation strategies, Nong Shim is reducing its dependence on ethnic Koreans in the US and moving toward the Hispanic
market, which has a high growth potential, as well as toward the mainstream market in the East. In order to do so, the company is accelerating sales
promotion activities at discount retail chains and considering local market cultures. Moreover, as market conditions allow, Nong Shim plans to expand local
plants by adding one more production line. In 2009, Nong Shim set a goal of sales through the US subsidiary at US$120 million, a 27.5% increase over the
previous year. It also aims to achieve pre-tax profits of US$3.6 million, a 185.2% annual increase, through distribution cost reduction and thorough profit
management.

Sales Trend in the US (US$ in millions)
120.0
2008

94.0
2007

81.9
2006

75.0
2005

68.6
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2009(E)

Nong Shim in China
To captivate the tastes of 1.3 billion Chinese, Nong Shim has been delivering the distinctive tastes of Korean foods and products to Chinese
homes. With differentiated brand values and flavors, our instant noodle products are becoming widely known as premium brands in the
world’s largest instant noodle market.
Nong Shim has expanded its business in China systematically and gradually. In 1996, we established the first instant noodle plant equipped
with advanced facilities in Shanghai, and saw a rapid sales growth. In 1998, the company built a plant in Qingdao designed to process
agricultural and marine products, as well as to manufacture seasoning powder. In 2001, we started operating Shenyang plant to produce
instant noodles and snacks.
To gain more than a 5% share in the Chinese market by 2015, Nong Shim plans to develop new business models that emphasize the
expansion of brands, addition of production lines, growth in the food material business, agricultural development to secure self-sustaining
food sources, and cost competitiveness. By doing so, Nong Shim will develop its Chinese operations into a global sourcing base, contributing
significantly to the company’s future competitiveness in the global market. Moreover, through its Chinese operations, it is transforming itself
into a general food company that not only produces instant noodles and snacks, but also contributes to Chinese economic development and
raises the standard of living of the Chinese people.

A Clear Vision

2008 Operating Performance in China
The Shanghai plant began operations in April 2008 after the expansion of facilities. For more efficient business operation in China, Nong Shim has paved the
way for business vitalization by integrating the activities of the Shanghai and Shenyang subsidiaries, and by redeploying human resources. Overall, Chinese
sales in 2008 grew by 30.3% to US$67.8 million, backed by the solid growth of Shin Ramyun and Kimchi Ramyun. The sales increase of these two brands led to
a 34.3% growth in the Shanghai subsidiary and a 46.5% growth in the Shenyang subsidiary. Furthermore, even though the costs of raw and subsidiary
materials, as well as labor, all increased, Nong Shim was able to return to the black, with ordinary income standing at US$0.75 million. This was possible owing
to productivity enhancement through facility modernization, efficient execution of selling expenses, and product price increases.

2009 Business Objective and Strategy
Competition among the four largest companies in the Chinese market is becoming fierce. However, Nong Shim is expanding its market share by
concentrating on three production bases and 25 sales bases, and by fully utilizing its superior technological capabilities and experience. In 2009, the company
will expand its product categories by developing new products with Korean flavors as well as with localized flavors as family brands. At the same time, we are
strengthening our competitiveness in the market by hiring local marketing professionals. We are expanding our Chinese bases to strategic regions such as
Dalian, Nanjing, and Xiamen, and also widening distribution channels. Through all these strategies, Nong Shim aims to achieve an annual growth of 28.3% in

Sales Trend in China (US$ in millions)

Shanghai

Qingdao

Shenyang

2009(E)

34.0

34.0 87.0

19.0

2008

25.8

26.7 67.8

15.3

2007

19.3

14.6

18.2 52.1

2006

18.6

12.1

16.5 47.2

2005

17.2

13.6

15.6 46.4
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sales to US$87.0 million, and an ordinary income of US$2.95 million, a 296.1% increase over 2008.

SUSTAINABILITY
The essence of corporate competitiveness for future growth is corporate culture and people. Nong Shim has
always put customers’ health first and has management philosophy to produce best and reliable products
through innovation. Also, we have delivered on our promises to contribute to society and grow along with it.

A Clear Vision

Review of
Operations

Globalization

Sustainability

Food Safety
Management
Social Contribution
Food Culture
Innovation Project

Food Safety
Management
The consumer always remains at the center of Nong Shim’s business activities. In 2008, the company thoroughly controlled and
enhanced all processes, from food material purchasing to production, distribution, and after sales service, thus putting a premium on
quality control. The company also began a “Customer Safety Project” to provide consumers with reliable products. Under that project,
Nong Shim is enhancing customer service, upgrading plants with HACCP certification, researching innovative methods to maintain
product freshness, maintaining a three-day supply system, and introducing advanced dietary culture to consumers. In addition, a “Food
Safety Advisory Group,” comprised of invited experts, provides objective analysis and advice for improving the Customer Safety Project.
Thus, Nong Shim continues its efforts to impress the consumer, putting product quality first.
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A Clear Vision

Social
Contribution
Nong Shim is committed to reciprocating the trust and support that our customers have given us through social contribution programs.
In 2008, the Youlchon Foundation, together with the Nong Shim R&BD Center and the Nong Shim Food Culture Center, started a project
to support scientific research in food production with financing from the Foundation. Through this project, Nong Shim plans to
contribute to the development of academic studies on food production and to offer research projects to invited experts. As the first step,
Nong Shim selected 34 research projects from 25 colleges and funded them with KRW657 million.
Meanwhile, at the company level, 553 staff members volunteered to clean up the oil spill along the beaches of Taean County, on the
west coast of Korea. Nong Shim offices donated products to 23 welfare facilities and performed maintenance on those facilities. In
the Dongjak Welfare Foundation, as well as volunteer activities. To encourage volunteer work participation, Nong Shim established a
well-organized social contribution system that includes mandatory community service for executives, a volunteer credit system, and a
donation bank.
“Mr. Hong’s Happy Snack Car,” is a creative program in which we visit day-care centers, elderly welfare facilities, and community child
welfare centers at least twice a week to give snack gifts to the underprivileged.
Nong Shim continues to find creative ways to benefit its neighbors in the community.
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addition, for more active social contribution, we raised funds of KRW160 million. The money funded the donation of instant noodles to

A Clear Vision

Food Culture
Nong Shim has established the “Food Cultural Center” to preserve and develop Korea's precious food culture and to share information
on food with the public. The company intends to make the Food Cultural Center a hub for research and education in food culture by
2018, creating research archives on the globalization of Korean foods, traditional Korean foods, healthy dietary habits, and healthy foods
from throughout the world. As the first step, the center will accumulate expertise in nutrition and food culture by 2010. The center will
operate food culture libraries, sponsoring research efforts at home and abroad, nurture talent through a scholarship program, and host
food-related forums. Second, the Center will evolve into a hub of international food culture through supporting international food

The special library, to be established in Doyeon Hall at the headquarters, will feature a vast library of food-related books and videos, as
well as an experience hall, a museum, a luxury hall, and convenience facilities. Nong Shim is convinced that the center will provide a
bridge between the company and public, and that it will become a driving force behind Nong Shim's bright future.
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culture exchange projects by 2012.

Innovation Project
In an age of fierce competition, only the companies that have distinguished their capabilities from others can sustain their growth.
Through constant efforts toward internal innovation, Nong Shim is strengthening its core competitiveness and focusing on expanding
business. Its mission is to create 1,000 ideas and 100 products, at least 20 of which are expected to be major successes in the industry.
We aim to achieve a three-month lead time. To complete this mission, Nong Shim is undertaking 15 strategic tasks for the future under
the process innovation (PI) project. The company is making such achievements possible through business consultation and enterprise
resource planning (ERP).
In addition, Nong Shim is significantly increasing the market dominance of strategic products such as Jeju Samdasoo, Gunmyun, Potato
Chips, instant rice, and food material through market innovation (MI) programs. At the same time, Nong Shim is pursuing new business
models, such as pioneering high value-added markets and global markets, as well as door-to-door sales. We are also committed to
cutting annual costs by more than KRW100 billion through streamlined business processes and enhanced productivity. Simultaneously,
the company is offering a great work place (GWP) where individual dreams and the company’s visions can be shared. By meeting all
these goals, Nong Shim will transform itself into a global general food company, constantly producing tangible results.
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Overview

In 2009, Nong Shim intends to achieve sales of KRW2 trillion, a 12.6%
increase year on year, and ordinary income of KRW200 billion based on
differentiated strategies by business division. To this end, we will focus on
promoting health-oriented premium products such as Gunmyun and
frozen noodles, turning around the sales of Shrimp Crackers, launching
new snack products, and expanding sales channels for beverages.

Nong Shim, the best leading company in the Korean food industry,
manufactures and supplies instant noodles, snacks, beverages and
imported brands. The company also exports main products to more than
80 countries through local plants in the US and China as well as Korea.
Based on stable market demand, domestic food market has continued
qualitative growth rather than quantitative growth. In response to
changing customers’attitude and consumption patterns, the industry has
developed and supplied customer-oriented products, enhanced services
and proactively responded to issues raised regarding food sanitation,
stability, and the environment. As these recent market changes are key
factors for future growth, each food company is endeavoring to overcome
limited domestic demand through constant globalization efforts.

Operating Performance
Nong Shim operates 4 business divisions including instant noodle, snack,
beverage and other products. The respective shares of total sales by unit
were 67.4% for instant noodle, 11.5% for the snack, 9.1% for beverage, and
12.0% for other products in 2008.
■ Sales

In 2008, Korean food industry had experienced fiercer competition due to
various causes: oil and raw material prices soared; the global financial
market was uncertain; customers’demands for food safety increased;
various and alternative food items were released in the market. Recently
high value-added products, which reflect well-being, naturalist, and LOHAS
trends, are launched in the domestic instant noodle and snack markets.
Moreover, consumers tend to select products according to brand value.

First, the company sold KRW1.20 trillion worth of noodles in 2008, 12.8%
more than the KRW1.06 trillion in 2007. Domestic noodle market saw flat in
unit sales in 2008, however, it has grown 15.7% year on year backed by
vigorous sales of premium brands. Nong Shim also experienced sharp sales
growth of five major brands and newly launched products. Shin Ramyun,
the company’s top brand, enjoys the highest market share of 28.2% with
KRW472.5 billion in sales.

Under these market changes, Nong Shim achieved KRW1.78 trillion in sales
in 2008, up 11.0% year on year, while operating income was KRW101.2
billion, down 11.1% over the previous year.

We achieved KRW204.5 billion in snack sales in 2008, down 5.6% from the
previous year, due to the aftermath of the unfortunate event that
happened earlier 2008. Our share in the domestic snack market also fell by
2.9%p year on year to 34.1% in 2008. To recover sales growth and enhance
market position, we introduced the Customer Safety Project last year and
will focus on launching functional and customer-oriented new snack
brands.

Instant noodle sales recorded KRW1.20 trillion in 2008, up 12.8% from the
previous year. And sales of beverages and other products reached
KRW161.8 billion, up 19.2%, and KRW213.4 billion, up 14.3% year on year,
respectively. Meanwhile, our snack sales were KRW204.5 billion in 2008,
down 5.6% from the previous year, mainly due to sluggish sales of Shrimp
Crackers. Sales of US and Chinese subsidiaries stood at US$94.15 million, up
15.0% from the previous year, and US$67.79 million, an increase of 30.3%
year on year, respectively.
■ Sales Breakdown (KRW in billions, %)

■ Changes in market share

* Excluded sales commission

72.1% 70.1%
Instant Noodle

Snack

Beverage

Others

1,197

2008

37.0% 34.1%
204

(67.4)

(11.5)

2007

1,061
(66.3)

(13.6)

(11.7)

2006

1,072

206

182

(66.3)

216

187

(13.0) (11.5)

213

(12.0)

162

(9.1)

45.6%

48.0%

1,776

136

(8.4) 1,600

124

(7.8) 1,584

2007 2008

2007 2008

2007 2008
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Our sales in 2008 reached KRW1.78 trillion, a figure that breaks down as
follows:

M a n a g e m e n t ’s D i s c u s s i o n & A n a l y s i s

Bolstered by solid sales of Jeju Samdasoo and balanced sales growth of
Welch’s Soda, Welch’s Juice, and Capri Sun, our beverage sales amounted
to KRW161.8 billion in 2008, up 19.2% from the KRW135.7 billion recorded
during the previous year. Over the last five years, Compound Annual
Growth Rate (CAGR) of the beverage business averaged at 18.2%.
Sales of Jeju Samdasoo reached KRW118.8 billion, up 21.2% from KRW97.9
billion recorded during the previous year. And our share in the bottled
water market increased to 48.0% from 45.6% recorded in 2007. The Welch’
s carbonated beverage and juice lines achieved sales of KRW26.3 billion in
2008, up 19.5% from the previous year; and Capri Sun recorded KRW15
billion in sales in the same year, a 15.7% increase year on year.
Nong Shim will lay the foundation for steady and intense growth of the
beverage business by enhancing production capacity and sales
infrastructure for Jeju Samdasoo, producing Welch’s carbonated
beverages in Korea, and launching new products.

The company achieved KRW101.2 billion in operating income in 2008,
down 11.1% from the previous year’s figure. And operating income to sales
was 6.04%, down 1.5%p from the figure recorded in the previous year.
The balance between non-operating income and non-operating expenses
worsened, from a net gain of KRW28.5 billion in 2007 to a net gain of
KRW5.5 billion in 2008. Major reasons behind this were a KRW17.4 billion
loss on foreign currency transactions and a KRW23.8 billion loss on foreign
exchange translation. Gain on valuation using equity method reached
KRW1.9 billion, up 581.1% year on year.
Net income before income tax expense for 2008 was KRW106.6 billion,
down 25.1% or KRW35.7 billion from the previous year. Net income was
KRW78.5 billion, down 24.1% or KRW24.9 billion, after income taxes of
KRW28.2 billion were paid. Net income margin was 4.7%, a decline of 2.1%p
year on year, and net earnings per share was KRW12,903.
(KRW in billions, %)

Sales in other products reached KRW213.4 billion in 2008, which was 14.3%
higher than the figure recorded in the previous year. Imported brands
including Kellog’s and Chupa Chups achieved KRW134.3 billion in sales in
2008, up 3.9% from the previous year. And exports amounted to KRW79.1
billion, up 37.6%. Meanwhile, sales of instant rice products fell 30.9% year
on year, which was attributable to intensifying competition in the market
and lack of promotions. The company will actively respond to changing
market conditions by implementing differentiated operating strategies for
new products including Gohyangsancheon Steamed Rice, launched in the
second half of 2008, and strengthening competitiveness in distribution.
■ Profitability
Nong Shim has continued its efforts to curtail production costs and costs in
a bid to enhance profitability.
The company’s cost of sales increased 13.9% to KRW1.2 trillion in 2008 due
to increased purchase of raw and subsidiary materials, rising international
raw materials prices, and weak Korean Won. Accordingly, gross profit was
KRW476.3 billion in 2008, and gross profit ratio was 28.4%, 1.9%p lower
than the previous year’s figure.

Sales

2007

2006

1,675.9

1,600.2

1,583.8

Operating income

101.2

113.8

149.1

Operating income margin

6.0%

7.1%

9.4%

78.5

103.4

112.9

4.7%

6.5%

7.1%

Net income
Net income margin

Financial Status
Total assets stood at KRW1.73 trillion at the end of 2008, a 10.7% increase
from KRW1.56 trillion posted a year earlier. This growth was mainly due to a
couple of factors: Investment stock using equity method increased by
KRW61.6 billion from the previous year; and inventories grew by KRW51.1
billion year on year due to the efforts to procure raw and subsidiary
materials.
(KRW in billions)

2008
Current assets

Sales and administrative expenses rose 9.2% to KRW375.1 billion due to
increases in depreciation expenses, service contract expenses, and
education and training expenses. Depreciation expenses reached KRW29.2
billion, up 78.4% from KRW16.4 billion recorded during the previous year.
Service contract expenses also increased 13.4% to KRW38.8 billion year on
year. And education and training expenses rose 88.4% to KRW 3.7 billion in
comparison with that of the previous year.

2008

2007

2006

623.1

555.7

617.4

Non-current assets

1,102.2

1,003.2

918.4

Total assets

1,725.3

1,558.9

1,535.8

Current liabilities

508.2

464.8

480.5

Long-term liabilities

107.3

69.1

100.4

Total liabilities

615.5

533.9

580.9

1,109.8

1,025.0

954.9

Total shareholders’ equity
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Meanwhile, total liabilities stood at KRW615.5 billion in 2008, up 15.3% or
KRW 81.7 billion compared with that of the previous year, mainly due to the
increase of KRW37.3 billion in short-term foreign currency borrowings and
KRW40.9 billion worth of new long-term foreign currency borrowings.
The company’s capital stock remained the same as in 2007 at KRW30.4
billion. And total shareholders’ equity was KRW166.4 billion, a 10.7%
increase year on year due mainly to a rise in retained earnings of KRW55.3
billion. Shareholders' equity to total assets fell by 1.5%p compared to the
previous year to 64.3% in 2008.

Securities Under Equity Method
The company has applied the equity method to investments in domestic
and overseas corporations as part of a strategy for globalizing operations
and procuring ingredients and raw materials.

Major Financial Ratio
As Return on Equity (ROE) and Return on Assets (ROA) in 2008 decreased
3.0%p and 1.9%p year on year to 7.4% and 4.8%, respectively. Debt-toequity has risen to 55.5%, an increase of 3.4%p compared to the previous
year.
Despite sales increase in 2008, profitability fell somewhat, mainly due to the
following causes: Cost of sales escalated due to soaring raw material prices;
losses related to foreign exchange transactions caused by sudden hikes in
foreign exchange rate; and depreciation expenses and service contract
expenses increased.
The company will focus on improving profitability through relentless efforts
for risk management and cost innovation.
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There are total six corporations in which we have invested. Among them,
Nong Shim Japan Inc. was excluded from the equity method due to the
accumulated deficit. In 2008, the total of gains and losses on valuation
using equity method recorded a gain of KRW130 million. Investments
related to the equity method are as follows:
(KRW in millions)

Corporate Name

No. of Shares

Ownership (%)

Acquisition Cost

46,100,000

100.00

49,730

5,000,000

71.43

5,333

Nong Shim (H.K.) Holdings Ltd.

31,050,000

100.00

32,926

Nong Shim Holdings USA, Inc.

596,000

100.00

70,344

60,004

10,00

4,200

1,000

19.10

501

Nong Shim (BVI) Holdings Ltd.
Nong Shim Taekyung Holdings Ltd.

Sangsun Waters Co., Ltd.
Nong Shim Japan Inc.
Total

163,034

ROE

Debt-to-equity (%)

ROA (%)

60.8

12.4

52.1

10.4

7.4

6.7

4.8

2007

2008

55.5

7.5

2006

2006

2007

2008

Balance Sheets
(KRW in millions)

As of December 31, 2008 and 2007

2008

2007

ASSETS
CURRENT ASSETS:
Cash and cash equivalents

25,457

45,567

Short-term financial instruments

315,000

305,000

Short-term investment securities

16,217

1,245

114,965

107,485

1,799

1,608

13,154

11,816

519

298

Prepaid expenses

4,088

3,484

Short-term loans to shareholders, executives and employees

2,323

2,675

621

-

1,308

-

Trade receivables
Accounts receivable - other
Accrued income
Advance payments

Deferred income tax assets
Derivative financial instruments
Inventories
Total current assets

127,627

76,529

623,078

555,708

NON-CURRENT ASSETS:
Long-term financial instruments

13

13

Long-term investment securities

2,164

2,164

119,658

58,046

10,391

8,759

937,982

926,709

Intangible assets

10,989

1,055

Other non-current assets

21,050

6,494

Total non-current assets

1,102,246

1,003,239

Total assets

1,725,324

1,558,947

Equity method investments
Other investment assets
Property, plant and equipment, net of accumulated depreciation of
￦520,948 million in 2008 and ￦451,298 million in 2007

Balance Sheets
(KRW in millions)

As of December 31, 2008 and 2007

2008

2007

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Short-term borrowings

274,353

239,260

3,427

880

Short-term borrowings in foreign currency

65,397

28,085

Non-trade payables

22,396

55,542

788

556

Advance receipts
Withholdings

3,651

3,488

Accrued expenses

79,716

66,884

Income taxes payable

16,097

19,868

27

22

13,019

11,267

-

11,728

22,596

17,969

-

2,014

Dividends payable
Value added tax withheld
Current portion of long-term debts
Deposits received
Current deferred income tax liabilities
Sales return estimate
Total current liabilities

6,724

7,219

508,191

464,780

40,869

-

66,227

64,383

252

4,687

NON-CURRENT LIABILITIES:
Long-term borrowings in foreign currency
Accrued severance indemnities - net of transfers to the National
Pension Fund of ￦3,270 million in 2008 and ￦3,727 million
in 2007 and deposits for severance indemnities of
￦121,417 million in 2008 and ￦122,670 million in 2007
Deferred income tax liabilities
Total long-term liabilities

107,348

69,070

Total liabilities

615,539

533,850

SHAREHOLDERS' EQUITY:
Common share

30,413

30,413

Capital surplus

374,535

374,549

Capital adjustments

(80,774)

(80,774)

18,924

(10,443)

Accumulated other comprehensive income
Retained earnings

766,687

711,352

Total shareholders' equity

1,109,785

1,025,098

Total liabilities and shareholders' equity

1,725,324

1,558,947
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Accounts payable - trade

Income Staements
(KRW in millions)

For the end of December 31, 2008 and 2007

2008

2007

Sales

1,675,848

1,510,135

Cost of sales

1,199,556

1,052,678

Gross profit

476,291

457,457

Selling, general and administrative expenses

375,129

343,632

Operating profit

101,162

113,825

60,216

41,877

29,520

23,950

190

382

Rental revenues

7,618

4,445

Fees revenues

2,126

1,854

Gain on foreign currency transaction

3,014

632

Gain on foreign currency translation

3,237

49

Gain on valuation of applied equity method

1,901

279

-

3

Gain on disposal of property, plant, and equipment

202

190

Gain on valuation of short-term investment assets

25

-

Non-operating income:
Interest revenues
Dividends revenues

Gain on disposal of investment assets

Gain on valuation of derivatives

1,308

-

Reversal of bad debt allowance

-

37

11,076

10,057

54,748

13,418

Interest expenses

6,411

3,064

Loss on disposal of inventories

2,631

2,483

Loss on foreign currency transaction

17,364

379

Loss on foreign currency translation

23,763

520

Miscellaneous revenues
Non-operating expense:

Donations

1,102

976

Loss on valuation of applied equity method

1,773

4,894

Loss on disposal of property, plant, and equipment
Miscellaneous losses
Net income before income tax

358

541

1,345

560

106,630

142,284

Income taxes expense

28,164

38,899

Net income

78,465

103,385

Earnings per share (KRW)

13,569

17,870

Statements of Appropriation of Retained Earnings
(KRW in millions)

For the end of December 31, 2008 and 2007

2008

2007

Unappropriated retained earnings:
Beginning of year

10,666

10,078

Net income

78,465

103,385

Transfers from voluntary reserves

10,333

10,333

99,464

123,796

Voluntary reserves

66,000

90,000

Cash dividends

23,131

23,131

89,131

113,131

10,333

10,665

Unappropriated retained earnings, end of year
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Appropriations:

Statements of Cash Flows
(KRW in millions)

For the end of December 31, 2008 and 2007

2008

2007

Cash flows from operating activities
78,465

Net income

103,385

Expenses without cash outflows:
23,503

520

Loss on disposal of inventories

2,631

2,483

Loss on valuation of applied equity method

1,773

4,894

Loss on foreign currency translation

75,725

59,618

Loss on disposal of property, plant, and equipment

358

541

Amortization of intangible assets

875

362

31,275

21,814

Depreciation

Severance and retirement benefits
Discount on bonds payable

-

10

136,140

90,242

426

48

25

-

Revenues without cash inflows:
Gain on foreign currency translation
Gain on valuation of short-term investment assets
Gain on valuation of derivatives
Gain on disposal of investment assets
Gain on disposal of tangible assets
Gain on applied equity method
Recovery of allowance for bad debts

1,308

-

-

3

202

190

1,901

279

-

37

3,862

557

(7,638)

(4,160)

Changes in operating assets and liabilities:
Increase (decrease) in trade receivable

(191)

(27)

(1,338)

(833)

Decrease (increase) in advance payment

(221)

42

Decrease (increase) in prepaid expenses

(604)

1,642

Increase (decrease) in deferred income tax assets

(621)

-

(53,730)

(2,783)

33,262

7,619

Increase (decrease) in advance receipts

232

123

Increase (decrease) in withholdings

163

337

Increase in accrued expenses

12,832

2,027

Increase (decrease) in value added tax withheld

(3,771)

(6,666)

Increase (decrease) in accounts receivable
Decrease (increase) in accrued income

Increase in inventories
Increase (decrease) in accounts payable - trade

Increase (decrease) in income taxes payable

1,753

590

Increase (decrease) in deposits

4,627

4,349

(2,014)

(710)

(31,142)

(22,209)

Decrease in deposits for severance indemnities

1,254

(6,597)

Decrease in transfers to National Pension Fund

457

390

(4,987)

(2,935)

(495)

1,993

(52,172)

(27,808)

158,571

165,263

Decrease in current deferred income tax liabilities
Decrease in appropriation of severance indemnities

Decrease (increase) in deferred income tax liabilities
Increase in sales return estimate liabilities
Net cash provided by operating activities

Statements of Cash Flows
(KRW in millions)

For the end of December 31, 2008 and 2007

2008

2007

Cash inflows from investing activities:
Disposal of short-term investment assets
Decrease in short-term financial instruments
Decrease in short-term loans to shareholders, executives and emplyoees
Disposal of long-term investment securities
Disposal of property, plant, and equipment
Disposal of other tangible assets
Decrease in guaranteedeposits
Cash outflows from investing activities:
Increase in short-term investment assets
Increase in short-term financial instruments
Increase in short-term loans to shareholders, executives and emplyoees
Acquisition of long-term investment securities
Acquisition of equity method securities
Acquisition of other investment assets
Acquisition of property, plant, and equipment
Acquisition of other tangible assets
Increase in construction in progress
Increase in development expenses
Acquisition of patents-industrial
Increase in guarantee deposits
Net cash used in investing activities

141
532,972
1,454
246
114
488
535,415

619
341,630
941
58
970
33
781
345,032

15,088
542,972
1,102
31,579
1,632
3,901
2,368
81,244
10,511
297
15,044
705,738
(170,323)

122
321,630
1,483
250
358
5,114
2,702
140,084
338
1,210
473,291
(128,259)

331,043
89,342
235,006
32,273
687,664

207,380
28,109
273,025
508,514

328,496
64,521
11,728
268,152
23,126
696,023
(8,359)

211,414
21,144
11,868
20,328
21,661
281,229
23,286
590,930
(82,416)

(20,111)
45,567
25,456

(45,412)
90,979
45,567

Cash flows from financing activities
Cash inflows from financing activities:
Increase in short-term borrowings
Increase in short-term borrowings in foreign currency
Increase in payables
Increase in long-term borrowings in foreign currency
Cash outflows from financing activities:
Repayment of short-term borrowings
Repayment of short-term borrowings in foreign currency
Repayment of current portion of long-term borrowings
Repayment of current debentures
Acquisition of treasury stock
Decrease in payables
Payment of dividends
Net cash provided (used in) by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year
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Cash flows from investing activities

Affiliates

Nong Shim Holdings
Pure holding company of Nong Shim Group
Nong Shim Holdings contributes to maximize shareholder
value by improving corporate governance and raising
managerial efficiency. It holds 6 subsidiaries that include
Nong Shim, Youlchon Chem, Taekyung Nongsan, Nong
Shim Communications, Nong Shim ENG, Nong Shim
Development.

Mega Mart
Discount store for a new shopping experience
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Nong Shim Communications
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Based on its 25-tear expertise in merchandising and the
most advanced system and product management skills
in the industry, Mega Mart, Korea’s best merchandising
company, offers the lowest prices around. By providing
“better products faster” and offering “more happiness”
to its customers, Mega Mart is creating a whole new
shopping experience.
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Nong Shim Communications is a comprehensive
marketing communications company whose strategy is
based on accurate market research, consumer studies,
and marketing analysis. A group of brand-marketing
experts work on all communications areas, including
advertisement, publicity, public relations, promotion
and events, playing a major role in the development of
the advertising industry in the 21st century.
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From planning to engineering advice, architecture,
engineering, automation, environmental facilities and
services, Nong Shim Engineering is a specialized
engineering company that offers comprehensive
solutions. The company competes with global
companies with its own technologies and know-how by
combining the widespread technologies within the
Nong Shim Group and specializing them to meet
different needs.
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Comprehensive engineering company

Leading high-tech packaging material
manufacturer in Korea
Youlchon Chemical, with large-scale high-tech
manufacturing facilities in Ansan, Gyeongi-do and
Yangsan, Gyeongsangnam-do, is Korea’s leading
packaging material manufacturing company. By
producing high quality packaging materials, the
company helps to bring the tastes of Nong Shim to the
customers safely and more cleanly.

Taekyung Nongsan

Energetic advertisement agency

Nong Shim Engineering

Youlchon Chemical

Nong Shim Development
World-class Ildong Lake Golf Club
Located in Pocheon-gun, Gyeonggi-do, Ildong Lake Golf
Club is a private membership 18 hole (par 72) course that
is accredited by the US LPGA. It is a premier world-class
golf course that has been highly praised for its ability to
host a variety of tournaments and business events.

Food manufacturer that specializes in creating
new tastes
Established in 1979, Taekyung Nongsan is Korea’s food
ingredient company, developing new tastes with the
finest ingredients. The company has GMP-standard
manufacturing facilities to produce the best quality
products with the selected ingredients. It is responsible
for Nong Shim’s taste, as it manufactures soup powders
for Nong Shim’s ramyun.

Hotel Nong Shim
World-class resort hotel with spa
Hotel Nong Shim, with 40 years of tradition, provides
unique services and clean, comfortable rooms. Together
with Heosimcheong, Asia’s largest spa resort, it is a
world-class spa resort hotel offering relaxation, health,
beauty and fun all at the same time.

NDS
Leading strategic system & IT-solution
Company
This company supports management innovation in
each sector of the Nong Shim Group, where we strive to
become the world’s leading business entity through
information technologies. Based on its expertise
accumulated over the scores of years in areas such as
manufacturing, merchandising, and logistics, NDS offers
information system development and IT-solution
consulting services to various industries.

Holding Co. & Investment Structure

The demerging of Nong Shim was possible due to the positive outlook by investors on the Company’s shareholderfocused management strategy and the fact that it has aided in clearing away negative factors in Nong Shim’s corporate
governance structure. Foreign investors, especially, have indicated Nong Shim, as a market leader in the Food & Beverage
industry, to be an attractive investment opportunity considering its high growth and profitability potentials. As of end of
2008, Nong Shim Holdings had two listed companies (Nong Shim and Youlchon Chemical) and 4 non-listed companies
(Taekyung Nongsan, etc.) as its affiliates.

Listed Company

Nong Shim Holdings (Pure Holding Co.)

(32.72%)

Youlchon
Chemical
(40.32%)

Shanghai Nong Shim
Qingdao Nong Shim
Shenyang Nong Shim

Taekyung
Nongsan
(100.00%)

Nong Shim Holdings
(USA)

Nong Shim
Communications
(50.00%)

Nong Shim (B.V.I.)
Holdings

Nong Shim
Engineering
(100.00%)

Nong Shim Taekyung
Holdings

Nong Shim
Development
(96.92%)

Nong Shim

Nong Shim (H.K.)
Holdings

Nong Shim Japan
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Unlisted Company

Overseas

Plants

Nong Shim Holdings USA, Inc.
Nong Shim established the U.S. factory in Los Angeles in June 2005 in order to expand its business into the American instant noodle market. The factory is fully
automated, consisting of cutting-edge facilities that facilitate advanced packaging and standardization of high quality. The U.S. factory has an annual production
capacity of approximately 200 million ramyuns, including 2 lines of bowl noodles, 1 line of pack noodles, and soup production facilities. Nong Shim will use the
U.S. factory as a supply hub in the Americas and intends aggressively pursue sales in Mexico and Canada as well as the U.S. market.

Shanghai Nong Shim Foods Co., Ltd.
Nong Shim first entered the Chinese market in 1996 through the
establishment of an ultra-modern overseas factory in Shanghai. The
Shanghai plant now runs its own high-tech manufacturing facilities
with an annual production capacity of 300 million packs and with
10 different product lines, including Shin Ramyun and Shanghai
Tangmyun. Shanghai Nong Shim is central to Nong Shim’s
campaign to open up new overseas markets.
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Qingdao Nong Shim Foods Co., Ltd.
Established in 1998, Qingdao Nong Shim Foods Co.,
Ltd. supplies fresh ingredients for ramyun, snacks and
semi-finished products to factories in Shanghai,
Shenyang and Korea. The company now owns
production facilities for drying, extracts, pellets and
soup products. This factory will make further capital
expenditures to produce a variety of food materials in
the future.

Shenyang Nong Shim Foods Co., Ltd.
Shenyang Nong Shim was established in November 2000 to
buttress Nong Shim’s position in the Chinese market. With an
annual production capacity of 250 million ramyun and 250
million snack products, the company produces and sells a
variety of items in China, such as Shin Ramyun, Jolbyung Snack,
Shrimp Cracker, Onion Rings and Bananakick. Shenyang Nong
Shim, along with Shanghai Nong Shim and Qingdao Nong
Shim, are steadily building up their presence and reputation for
high quality products in this region, while adapting to the
localized tastes of the fast-growing Chinese market.

Global Network

Shenyang Nong Shim
- Initiated the production in 2000
- 3 production lines for instant noodle &
production facilities for snack
- Address: 3JIA 1HAO,
SHENYANGJINGJIJISHUKAIFAQU 4HAOJIE,
SHENYANG, LIAONING, CHINA
- Tel: 86-24-2536-7480

Shenyang
Qingdao

Japan

Shanghai

Qingdao Nong Shim
- Initiated the production in 1998
- Production facilities for drying, extracts,
pellets and soup products
- Address: GONGYEYUANDI, YINGHAIZHEN,
JIAOZHOU, QINGDAO, SANDONG, CHINA
- Tel: 86-532-8527-0155

Shanghai Nong Shim

Nong Shim Japan

- Initiated the production in 1998
- 4 production lines for instant noodle
- Address: 840 HAO, LANGONG ROAD,
JINSHANGONGYEKAIFA DISTRICT,
SHANGHAI, CHINA
- Tel: 86-21-6727-7711

- Established in 2002
- Address: TORANOMON JITSUGYO KAIKAN
BLDG 8F. 1-1-21, TORANOMON MINATOKU, TOKYO, JAPAN
- Tel: 81-3-3595-0882

❶
❷
❹
❸

❺

❻

U.S.A

❶ ANYANG PLANT

Nong Shim America
(Subsidiary for local sales)
- Address: 12155, 6th STREET, RANCHO
CUCAMONGA, CA91730, USA
- Tel: 1-909-481-3690

Nong Shim Foods
- Initiated the production in 2005
- 3 production lines for instant noodle &
production facilities for soup
- Address: 12155, 6th STREET, RANCHO
CUCAMONGA, CA91730, USA
- Tel: 1-909-484-1888

- Initiated the production in 1976
- 11 production lines for instant noodle
& production facilities for snack
- Address: 203-1, Dangjeong-dong,
Gunpo City, Gyeonggi-do, Korea
- Tel: 82-31-450-5000

❹ GUMI PLANT
- Initiated the production in 2001
- 12 production lines for instant noodle
& production facilities for snack
- Address:195, Gongdan-dong, Gumi
City, Gyeongsangbuk-do, Korea
- Tel: 82-54-462-1801

❺ BUSAN PLANT

❷ ANSUNG PLANT
- Initiated the production in 1982
- 7 production lines for instant noodle
& production facilities for soup
- Address: 153, Sinsohyeong-dong,
Ansung City, Gyeonggi-do, Korea
- Tel: 82-31-670-5500

- Initiated the production in 1976
- 12 production lines for instant noodle
& production facilities for snack
- Address: 695-1, Mora-dong, Sasanggu, Busan, Korea
- Tel: 82-51-330-1500

❻ NOKSAN PLANT
❸ ASAN PLANT
- Initiated the production in 1991
- Production facilities for snack
- Address: 177-1, Dongsan-ri,
Tangjeong-myeon, Asan City,
Chungcheongnam-do, Korea
- Tel: 82-41-530-9500

- Initiated the production in 2007
- 7 production lines for only non-frying
instant noodle
- Address: 1542-2 Songjeong-dong,
Gangseo-gu, Busan, Korea
- Tel: 82-51-970-2500

370-1, Sindaebang-dong, Dongjak-gu, Seoul, Korea 156-709
Tel: 02-820-7820 Fax: 02-820-7828
www.nongshim.com
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