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PART |: FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements.
NEW DRAGON ASIA CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

June 25, December 2&
2009 2008
(Unaudited)

ASSETS
Current assett
Cash and cash equivalel $ 7,35. % 4,38:
Accounts receivable, n 10,97: 8,88¢
Deposits and prepayments, 7,351 13,05¢
Inventories, ne 23,38¢ 27,12«
Assets held for dispos — 5,77¢
Total current asse 49,067 59,22¢
Deferred tax asst 34¢ —
Property, machinery and equipment, 25,454 20,13¢
Land use rights, n¢ 4,43¢ 4,52¢
Due from related compani 951 981
Total assets $ 80,25¢ $ 84,87¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 509 $ 4,98(
Other payables and accru 1,91¢ 3,84t
Taxes payabl 581 294
Embedded derivatives, at fair val 93 287
Total current liabilities 7,69( 9,40¢
Due to shareholde 3,38¢ 2,78C
Due to joint venture partne 837 767
Series A and B Redeemable Convertible PreferreckS$0.0001 par value:

Authorized shares - 5,000,000 Issued and outstgreltP97 shares and 6,501 shares at June 25, 2(

and December 25, 2008 3,93¢ 4,64¢
Total liabilities 15,85 17,59¢
Commitments
Stockholder equity:
Class A Common Stock, $0.0001 par va

Authorized shares - 102,000,000 Issued and outistgrd’1,141,326 at June 25, 2009 and 60,922,9

December 25, 200 7 6
Class B Common Stock, $0.0001 par va

Authorized share- 2,000,00(Issued and outstandi- none — —
Additional paic-in capital 34,17: 32,521
Non-controlling interes 124 122
Retained earning 16,76 21,32
Accumulated other comprehensive inca 13,34« 13,31(
Total stockholders’ equity 64,40° 67,28(
Total liabilities and stockholders’ equity $ 80,25¢ $ 84,87¢

The accompanying notes are an integral part aktleensolidated financial statements.




NEW DRAGON ASIA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except per share data; unautgd)

Net revenug
Cost of goods sol
Gross profi
Selling and distribution expens
General and administrative expenses
Income (Loss) from operatiol
Other income (expense
Interest incom:
Other income (expens
Gain on fair value adjustmentse mbedded derivative
VAT refund
Income (loss) before income tax
Benefit (provision) for income taxe
Net income (loss
Net income (loss) attributable to N-controlling interes
Net income (loss) attributable to Controlling irgst
Accretion of Redeemable Preferred St
Preferred Stock Dividends
Income available to (loss attributable to) commimtlsholders

Earnings per common she
Basic
Diluted
Weighted average number of common shares outst
Basic
Diluted

Three months endec

Six months endec

June 25, June 25,
2009 2008 2009 2008
$ 563 $ 1451F $ 959 $ 26,21«
(6,519 (11,970 (12,03) (21,527
(88%) 2,54¢ (2,43¢) 4,68’
(14¢) (369) (367) (590
(442) (747) (1,60¢) (1,246
(1,479 1,43¢ (4,419 2,851
— — 2 2
(66) 27 (92 21F
53 73¢€ 172 1,42¢
15 28 15 28
(1,477 2,22¢ (4,315 4,52¢
_ (472) 34¢ (78€)
(1,477 1,75¢ (3,966 3,73¢
1 — 2 —
$ (1,470) $ 1,75¢ $ (3,969 $ 3,73¢
(187) (307) (40€) (660)
(87) (140C) (18€) (293)
$ (1,749 & 1,31F % (4,55¢) $ 2,78¢
$ (0.03) $ 00z $ (0.079) $ 0.0t
$ (0.03) $ 0.0z $ (0.079) $ 0.0t
69,74 57,16¢ 66,81°* 56,61°*
69,74 57,16¢ 66,81°* 56,61°*

The accompanying notes are an integral part oktbessolidated financial statements.




NEW DRAGON ASIA CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME

Balance at December 25, 2007

Net (loss) attributable to controlling intere
Accretion of Redeemable Preferred St
Preferred Stock Dividenc

Foreign currency translation adjustm:
Conversion of preferred stocks and related
dividend payments made in Class A Common
Stock

Balance at December 25, 2008

Net income (loss

Accretion of Redeemable Preferred St
Preferred Stock Dividenc

Foreign currency translation adjustm:
Conversion of preferred stock and related
dividend payments made in Class A Common
Stock

Share-based compensation to CFO

Balance at June 25, 2009 (unaudited)

(Amounts in thousands)

Accumulated

Class A Common Additional Non Other Total
Stock Paic-in Controlling Retainec  Comprehensiv  Stockholder: Comprehensiv
Shares Amount Capital Interest Earnings Income Equity Income
55,19t ¢ 5 ¢ 2998 ¢ 204 ¢ 2456¢ ¢ 7,761 ¢ 62,61¢ $ 18,97:
- - - (1993 (1,519 - (1,710 (1,517
- - - - (1,19€6) - (1,19€¢) -
- - - - (534) - (534) -
- - - 21 - 5,547 5,56¢ 5,54:%
5,72¢ 1 2,53¢ - - - 2,54( -
60,92¢ 6 32,52: 122 21,32 13,31( 67,280 $ 4,02¢
- - - 2 (3,96€) - (3,969) (3,969
- - - - (40€) - (40€) -
- - - - (188 - (18¢) -
- - - - 34 34 34
8,21¢ 1 1,35( - - - 1,351 -
2,00( — 30C - - - 30C -
71,147 $ 7 % 34170 % 124 $  16,76. $ 13,34« $ 64,407 $ (3,930

The accompanying notes are an integral part oktheasolidated financial statements.




NEW DRAGON ASIA CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands, unaudited)

Cash flows from operating activities:
Net income (loss
Adjustments to reconcile net income (loss) to rehcprovided by (used in) operating activiti
Allowance for doubtful accoun
Provision for inventory resen
Depreciation and amortization of property, machimequipment and land use rig|
Gain on fair value adjustments to embedded devies
Stock based compensation expe
Changes in operating assets and liabilit
Accounts receivabl
Deposits and prepaymer
Inventories
Due from related compani
Accounts payabl
Other payables and accru
Taxes payabl
Due to related compani
Deferred tax asst

Net cash provided by operating activit

Cash flows from investing activities:
Purchases of property, machinery and equipr
Proceeds from sale of property, machinery and exeiip

Net cash used in investing activiti

Cash flows from financing activities:

Payment for preferred stock redempt

Proceed from shareholder lo

Proceeds from (repayment to) joint venture partners

Net cash provided by financing activiti
Impact of foreign currency translation on cash

Net increase in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Non-Cash Investing and Financing Activities
Conversion of preferred stock into common st

Dividend payments on preferred stock in the forneahmon stocl

Six months endec

The accompanying notes are an integral part oktbessolidated financial statements.

June 25,
2009 2008
$ (3,966) $ 3,73¢
317 29
2,24¢ 4
864 1,02(C
(173 (1,42%)
75 —
(2,396 (411)
5, 62¢ 107
1,50¢ (3,159
30 (63)
11& 1,667
(2,602 98
287 77¢€
— (36)
(349) —
2,581 2,34¢
(6,077) (19¢)
5,77¢ 3
(293) (193)
— 994
607 365
70 (84)
677 1,27:
4 2,43:¢
2,96¢ 5,857
4,38: 3,64¢
$ 735: $ 9,50:
$ 150¢ % 1,50¢
$ 21 $ 32¢




NEW DRAGON ASIA CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

NOTE 1. ORGANIZATION AND NATURE OF OPERATIONS

New Dragon Asia Corp., a corporation incorporatedhie State of Florida (collectively with its sutisiries, the*Company,” “we,” “us,” or
“our”), is principally engaged in the milling, saésd distribution of flour and related productgliding instant noodles and soybedarivec
products, to retail and wholesale customers througiChina through its foreign subsidiaries in Chifie Company is headquarteret
Shandong Province in the People’s Republic of CIRRC” or “China”) and has its eight manufacturing plants in YantaijiBg, Chengdt
and Penglai.

NOTE 2. BASIS OF PRESENTATION

The consolidated financial statements include thantial statements of New Dragon Asia Corp. amdfalts wholly and majority owne
subsidiaries (Note 1). Intercompany balances eargsactions have been eliminated in consolidation.

FIN 46, “Consolidation of Variable Interest Ent@ferequires an investor with a majority of the var@almterests (primary beneficiary) it
variable interest entity (“VIE"}o consolidate the entity. A VIE is an entity irhieh the voting equity investors do not have a willihg
financial interest or the equity investment at riskinsufficient to finance the entity’activities without receiving additional subordix
financial support from other parties. VIEs are lieggito be consolidated by their primary benefieiaif they do not effectively disperse ri
among the parties involved. The primary beneficiaira VIE is the party that absorbs a majoritytled entitys expected losses or receivi
majority of its expected residual returns. The @any has completed a review of its investmentih lonmarketable and marketable eq
interests as well as other arrangements to deterwinether it is the primarily beneficiary of anyB8. The review did not identify any VIEs.

The consolidated financial statements have bequaped in accordance with U.S. GAAP. These Conatdidl Financial Statements for inte
periods are unaudited. In the opinion of managenibka consolidated financial statements includedjustments, consisting only of norn
recurring adjustments, necessary for their faispngéation. The results reported in these CongelilBinancial Statements are not neces:
indicative of the results that may be reportedtiier entire year. The preparation of financialestants in conformity with U.S. GAAP requi
management to make estimates and assumptionsffiettthe reported amounts of assets and lialslitiee disclosure of contingent assets
liabilities as of the date of the financial statemseand the reported amounts of revenues and expahging the reporting period. 1
Company regularly evaluates estimates and assumsptédated to allowances for doubtful accountessatturns and allowance, and inven
reserves. Although management believes these eésmad assumptions are adequate and reasonalge thedcircumstances, actual res
could differ from those estimates.

Effective December 26, 2008 the Company adopted F&® “Non-controlling Interests in Consolidatea&imcial Statementsgn Amendmet
of ARB No. 51, “Consolidated Financial Statement§te adoption of FAS 160 was applied retrospectividgulting in the reclassification
minority interest to equity. The change was nobiigant.

Contractual Joint Ventures

A contractual joint venture is an entity establhmtween the Company and another joint venturtn@arwith the rights and obligations
each party governed by a contract. CurrentlyGbmpany has established three contractual jointuves with three Chinese partners in Ct
with percentage of ownership ranging from 79.64%0©03%6. Pursuant to each Chinese joint venture agget each Chinese joint vent
partner is entitled to receive a petermined annual fee and is not responsible fgr @ofit or loss, regardless of the ownership iea
contractual joint venture. In view of such conteat profit sharing arrangement, the three contedguint ventures are regarded as 1!
owned by the Company. Hence, the Compamgonsolidated financial statements include tharfoial statements of the contractual j
ventures.

Accounting for Derivative Instrument:

Statement of Financial Accounting Standard (“SFASY. 133, “Accounting for Derivative InstrumentsdaHedging Activities,’as amende
requires all derivatives to be recorded on the Camgfs balance sheet at fair value. These derivativieduding embedded derivatives in
Company’s Series A and B Redeemable ConvertibleeResl Stock, are separately valued and accounteahfthe Company’s balance sheet.

The pricing models the Company uses for determifairgvalues of its derivatives are a combinatiéithe BlackScholes and Binomial Prici
Models. Valuations derived from this model are sabjo ongoing internal and external review. Thedelaises marketourced inputs such
interest rates and option volatilities. Selectidnhese inputs involves management's judgment aayd impact net earnings. The Company
obtained a valuation report from a valuation figrstipport its estimates.




In September 2000, the Emerging Issues Task FOEIER") issued EITF 0QL9, "Accounting for Derivative Financial Instrumerhdexed t
and Potentially Settled in, a Company's Own Sto€KEITTF 00-19") which requires freestanding contracts thatsatfed in a company's o
stock, including common stock warrants, to be desigd as an equity instrument, asset or a liabilityder the provisions of EITF 09, ¢
contract designated as an asset or a liability festarried at fair value on a company's balaneetskith any changes in fair value recorde
the company's results of operations. A contracigtiesed as an equity instrument must be includebimequity, and no fair value adjustme
are required.

The Company has determined that the conversionriesabf its redeemable convertible preferred stoak warrants to purchase common s
are derivatives that the Company is required t@aetfor as if they were fregtanding instruments under U.S. GAAP. The Compay dis
determined that it is required to designate thesevatives as liabilities in its financial statent®nAs a result, the Company reports the val
these embedded derivatives as current liabilitegobalance sheet and reports changes in the wélthese derivatives as noperating gair
or losses on its statement of operations. The valube derivatives is required to be recalculgi@ud resulting nomperating gains or loss
reflected in the statement of operations and riesuétdjustments to the associated liability amoueftiected on the balance sheet) on a qua
basis, and is based on the market value of the @oy'gocommon stock. Due to the nature of the requiedcutations and the large numbe
shares of the Company’s common stock involved ohstalculations, changes in the Compangdmmon stock price may result in signific
changes in the value of the derivatives and regpljains and losses on the Company’s statemenavations.

The consolidated financial statements also refidditional noneperating gains and losses related to the claasdit of and accounting for: (
the conversion features of the Series A and B RexfeStock and associated warrants, (2) the anatidiz associated with the discount reco
with respect to the Series A and B Preferred Stxcl preferred stock dividend, and (3) the conear&atures associated with the prefe
stock issued by the Company and associated warrants

Fair Value of Financial Instruments

The Company adopted SFAS 157 on January 1, 2008 stdtement establishes a framework for meastisingyalue, and expands disclost
about fair value measurements. SFAS 157 establiatfair value hierarchy that prioritizes the irpta valuation technigues used to mee
fair value into three levels as follows:

Level 1- quoted prices (unadjusted) in active markets feniital asset or liabilities that the Company Haes ability to access as of
measurement date. Financial assets and liabiliti¢iging Level 1 inputs include active exchangaeted securities and exchange-
based derivative:

Level 2 - inputs other than quoted prices included within eélel that are directly observable for the assdiability or indirectly observab
through corroboration with observable market d&iaancial assets and liabilities utilizing Levelirjuts include fixed incon
securities, nc-exchang-based derivatives, mutual funds, and-value hedges

Level 3 - unobservable inputs for the asset or liability onged when there is little, if any, market activity the asset or liability at t
measurement date. Financial assets and liabiltigizing Level 3 inputs include infrequently-tradle non-exchangbease:
derivatives and commingled investment funds, aed@gasured using present value pricing moi

In accordance with SFAS 157, the Company determtinedevel in the fair value hierarchy within whielach fair value measurement ir
entirety falls, based on the lowest level input ikasignificant to the fair value measurementsnentirety.

The following table presents the embedded dexigatthe Companyg only financial liability measured and recordedfait value on th
Companys Consolidated Balance Sheets on a recurring basidts level within the fair value hierarchy dyithe period ended June 25, 2
and 2008:

(In thousands) Fair Value

Level 1 Level 2 Level 3 Total
Embedded derivative liabilities as of June 25, 2 $ — $ — 3 93 $ 93
Embedded derivative liabilities as of DecemberZt®)8 $ — 3 — 3 287 $ 287




NOTE 3. RECENT ACCOUNTING PRONOUNCEMENTS

In December 2008, the Financial Accounting StarmsléBdard (FASB) issued FASB Staff Position (FSP)aRtial Accounting Stande
(SFAS) 132(R)-1, “Employers’ Disclosures about Retifiement Benefit Plan Assetswhich is effective for fiscal years ending a
December 15, 2009. The new standard expands disetdor assets held by employer pension and gtbstretirement benefit plans. F
SFAS 132(R)-1 will not affect the Company’s finaalgdosition or results of operations.

In May 2009, the FASB issued SFAS No. 165, “SubsegiEvents,'which establishes general standards of accountingrid disclosure
events that occur after the balance sheet datbdfate financial statements are issued or are abailto be issued. The Company evalu
subsequent events after the balance sheet date®®5, 2009 through the filing of this report witie SEC on August 10, 2009.

In June 2009, FASB issued SFAS No. 166, “AccounforgTransfers of Financial Assets, an amendmeASB Statement No. 140SFAS
166 is applied to financial asset transfers onftar ahe effective date, which is January 1, 20di0the Company financial statements. SF.
166 limits the circumstances in which a financisdet may be deecognized when the transferor has not transfatreentire financial asset
has continuing involvement with the transferredeas§he concept of a qualifying specjalfpose entity, which had previously facilitatede
accounting for certain asset transfers, is remdye8FAS 166. The Company expects that adoptiorFé{S5166 will not have a material eff
on its financial position or results of operations.

In June 2009, FASB issued SFAS No. 167, “Amendm&ntsASB Interpretation No. 46(RWhich deals with accounting for variable inte
entities and is effective for reporting periods ineghng after November 15, 2009. The amendments gdadine process for how an enterg
determines which party consolidates a variablerésteentity (VIE) to a primarily qualitative analys SFAS 167 defines the party t
consolidates the VIE (the primary beneficiary) las party with (1) the power to direct activitiestbé VIE that most significantly affect t
VIE's economic performance and (2) the obligation &odblosses of the VIE or the right to receive ignérom the VIE. Upon adoption
SFAS 167, reporting enterprises must reconsider toeclusions on whether an entity should be chidated and should a change result,
effect on net assets will be recorded as a cumvelaffect adjustment to retained earnings. The Gomgexpects that adoption of SFAS
will not have a material effect on its financialgit@on or results of operations.

In January 2009, the FASB released Proposed Stsifieh SFAS 107-b and Accounting Principles BogkéB) Opinion No. 28-a, Ihterim
Disclosures about Fair Value of Financial Instrutser{SFAS 107-b and APB 28). This proposal amends FASB Statement No.
“Disclosures about Fair Values of Financial Instemts,”to require disclosures about fair value of finahawstruments in interim financi
statements as well as in annual financial statesnefihe proposal also amends APB Opinion No. 28gfIm Financial Reporting to require
those disclosures in all interim financial statetserThis proposal is effective for interim periogisding after June 15, 2009. The Comj
adopted SFAS 107-b and APB 28-a in the currenbgderio additional disclosures were required.

In March 2009, the FASB released Proposed StaftiBosSFAS 157-e, Determining Whether a Market Is Not Active and afigaction Is N
Distressed” (SFAS 15@&). This proposal provides additional guidancdétermining whether a market for a financial assefot active and
transaction is not distressed for fair value mears@nt purposes as defined in SFAS 157, “Fair VMaasurements.” SFAS 1%Yis effectivi
for interim periods ending after June 15, 2009.opttbn of this standard did not have a materialdotpn the Compang’financial positior
cash flows, or disclosures.

In March 2009, the FASB issued Proposed Staff PosBFAS 115-a, SFAS 124-a, and EITF 99-20-b, “Red@®mn and Presentation of Other-
Than-Temporary ImpairmentsThis proposal provides guidance in determining Waetimpairments in debt securities are other
temporary, and modifies the presentation and disces surrounding such instruments. This Prop&eft Position is effective for interi
periods ending after June 15, 2009. Adoption if skandard did not have a material impact on the@anys financial position, cash flows,
disclosures.

NOTE 4. CONDENSED BALANCE SHEET INFORMATION

Condensed balance sheet information as of Jun20®®, consisted of the following (in thousands):

Inside Chine Outside Chin Total
Assets
- Cash and cash equivalel $ 7112 % 24C % 7,352
- Others 72,66: 24F 72,907
Total asset 79,77¢ 48k 80,25¢
Liabilities 8,37¢ 7,477 15,85:
Equity 52,03¢ 12,36¢ 64,40"

Assets located outside of China consist primarilycash and cash equivalents. Liabilities locatedside of China consist primarily
embedded derivatives, net of the related beneficalersion feature and fair value of the warrants.




Condensed statement of operation information fersilk months ended June 25, 2009 consisted obtluving (in thousands):

Inside Chineé Outside Chin Total
Net revenus $ 959 $ — 3 9,59:¢
Cost of goods sol (12,03) — (12,03)
General and administrative expen (1,049 (565) (1,60¢)
Income (loss) from operatiol (3,84%) (565) (4,417
Income tax benef 34¢ — 34¢
Other income (expens (75) 178 98
Net loss attributable to controlling intere (2,572 (392 (3,969

The Company does not believe that providing adaiiionformation regarding cash flows is meaningéuthe reader, in light of the nature of
the assets and operations located inside Chinaatséle China.

NOTE 5. EARNINGS PER SHARE

The Company computes earnings per share (“"EPSraordance with Statement of Financial Accountitgn8ards No. 128,Earnings pe
Share” (“SFAS No. 128"), and SEC Staff AccountingliBtin No. 98 (“SAB 98"). SFAS No. 128 requires companies with complex ct
structures to present basic and diluted EPS. BaBi8 is measured as the income or loss availabbertonon shareholders divided by
weighted average common shares outstanding fopetied. Diluted EPS is similar to basic EPS besents the dilutive effect on a per sl
basis of potential common shares (e.g., converibtrities, options and warrants) as if they heehbconverted at the beginning of the pel
presented, or issuance date, if later. Potentiadnson shares that have an afititive effect (i.e., those that increase inconse phare ¢
decrease loss per share) are excluded from thelatidn of diluted EPS. Approximately 29,258 die shares on an “as convertdufisis fo
the Redeemable Convertible Preferred stock forthihee and six months ended July 25, 2009 were dg&dldrom the calculation of dilut
earnings per share since their effect would haes ati-dilutive.

The calculation of diluted weighted average comrsbares outstanding for the three months and siximscended June 25, 2009 and 20(
based on the average of the closing price of thegamys common stock during such periods applied to wsrand options using the treas
stock method to determine if they are dilutive. Redeemable Convertible Preferred stock is inclunteén “as convertedbasis when the
shares are dilutive.

The following table is a reconciliation of the whigd average shares used in the computation of laasi diluted earnings per share for
periods presented (amounts in thousands, exceghpee data):

Three Months Ended June 25

2009 2008
Weighted Weighted
Average Income Average
Income Shares Per-Share (Loss) Shares Per-Share

Earnings per shar basic
Income (loss) attributable to comm
stockholders $ (1,749 69,74: $ (0.09) ¢ 1,31¢ 57,16 $ 0.02
Effect of dilutive securitie
Redeemable convertible preferi
stock — — — —
Options and warran — — — —

Earnings per share — diluted $ (1,744 69,74: $ (0.03) $ 1,31¢ 57,16¢ $ 0.0Z

Six Months Ended June 25

2009 2008
Weighted Weighted
Average Income Average
Income Shares Per-Share (Loss) Shares Per-Share

Earnings per shar basic
Income (loss) attributable to common
stockholders $ (4,55¢) 66,81 $ (0.09) s 2,78t 56,61¢ $ 0.0t
Effect of dilutive securitie
Redeemable convertible preferre
stock — — — —
Options and warran — — — —

Earnings per shar diluted $ (4,55¢) 66,81 $ (0.0 $ 2,78t 56,61 $ 0.0t
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NOTE 6. ACCOUNTS RECEIVABLE
Accounts receivable consisted of the followingttinusands):

June 25, 200 December 25, 20C

Accounts receivabl $ 12,46¢ $ 10,07:
Less: Allowance for doubtful accounts (1,497 (1,189
$ 10,97 $ 8,88¢

The activity in the Company’s allowance for doubdacounts is summarized as follows (in thousands):

June 25, 200 December 25, 20C

Balance at the beginning of the per $ 1,182 $ 944
Add: provision during the peric 317 30¢
Less: write-offs during the period (4) (68)
Balance at the end of the period $ 1,497 $ 1,18¢

NOTE 7. DEPOSITS AND PREPAYMENTS
Deposits and prepayments consisted of the folloimghousands):

June 25, 200 December 25, 20C

Deposits for raw materia $ 6,21t $ 12,41«
Prepayments and advances 1,142 642
$ 7,351 $ 13,05¢

The Company issued 2,000,000 Class A Common Skathe CFO as annual compensation for the sereiwe from April 1, 2009 to March
31, 2010. The market value of such common sharesp@@0,000. The Company recognized $75,000 as awsapen expense for the quarter
ended June 25, 2009. The remaining $225,000 hasrbeegnized as a prepaid expense and will be elamincome on the straight-line basis
over the remaining service term. See also Note 16.

NOTE 8. INVENTORIES
Inventories consisted of the following (in thousghd

June 25, 200 December 25, 20C

Raw materials (including packing materie $ 23,62¢ $ 26,047
Finished good 2,06¢ 1,642
25,691 27,68¢

Less: Inventory resen (2,317 (565)
$ 23,38¢ $ 27,12«

The activity in the Company’s provision for inventaeserve is summarized as follows (in thousands):

June 25, 200 December 25, 20C

Balance at the beginning of the per $ 56t $ 96
Add: provision during the peric 2,24 471
Less: write-offs during the period (49¢) (2)
Balance at the end of the peri $ 2,311 $ 56&
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NOTE 9. DUE FROM RELATED COMPANIES
Due from related companies consisted of the foltga{in thousands):

June 25, 200 December 25, 20C
Due from related companies for sa $ 951 $ 981

NOTE 10. PROPERTY, MACHINERY AND EQUIPMENT
Property, machinery and equipment consisted offahg (in thousands):

Useful Life June 25, 200 December 25, 20C

(In years)
Buildings 40 $ 7,58C $ 9,37¢
Machinery and equipme 5-12 18,70! 16,29¢
Construction in proces 7,69¢ 2,21¢
33,97¢ 27,89!
Less: Accumulated depreciation and amortiza (8,525 (7,754
$ 25,45 $ 20,13¢
NOTE 11. LAND USE RIGHTS
Land use rights consisted of the following (in thands):
June 25, 200 December 25, 20C
Land use right: $ 525z $ 5,25(
Less: Accumulated amortizatic (814) (727)
$ 4,43t $ 4,52¢
NOTE 12. OTHER PAYABLES AND ACCRUALS
Other payables and accruals consisted of the folig\{in thousands):
June 25, 200 December 25, 20C
Deposits from custome $ 372 $ 591
Accruals for payroll, bonus and bene 44¢ 1,173
Utilities and accrued expens 1,10C 2,081

$ 191t $ 3,84t

NOTE 13. REDEEMABLE CONVERTIBLE PREFERRED STOCK

On July 11, 2005, the Company issued 6,000 shdr&emnes A 7% Redeemable Convertible Preferred KS(teeries A Preferred Stock”
initially convertible into an aggregate of 6,31®7%hares of Class A Common Stock at a conversioe pf $0.95 per share, raising $6 mill
in gross proceeds. Siyear warrants to purchase an aggregate of 3,15%/8&%®s of Class A Common Stock at an exercise pfi1.04 pe
share were also issued to the investors. As pattiefcompensation to the placement agent, ffea- warrants to purchase an aggrega
378,947 shares of Class A Common Stock at an eseeprice of $1.04 share were also issued. As a&f 26n2009, all of the warrants issue
the placement agent have been exercised cashfek$,335 shares of Series A Preferred Stock hage benverted into 6,935,558 share
Class A Common Stock.

On December 22, 2005, the Company issued 9,50@sb&Series B 7% Redeemable Convertible Pref&teck (“Series B Preferred Stogk”
initially convertible into an aggregate of 5,937M5shares of Class A Common Stock at a conversime mf $1.60 per share, raising $
million in gross proceeds. Siear warrants to purchase an aggregate of 2,96&fafks of Class A Common Stock at an exercise
$1.76 per share were also issued to the invesfargpart of the compensation to the placement ademt;year warrants to purchase
aggregate of 356,250 shares of Class A Common Stbek exercise price of $1.76 per share wereiatsgd. As of June 25, 2009, 5,
shares of Series B Preferred Stock have been deavieto 10,966,164 shares of Class A Common Sto#t,no warrants have been exerci
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The key terms of the Series A Preferred Stock ateS B Preferred Stock are as follows:

Preferred
Dividend

Redemptior

Mandatory
Conversion

Registratior

Anti-dilution

Series A Preferred Stot

Series B Preferred Stoi

7% per annum, payable quarterly in arrears in cashtdhe
Companys option subject to satisfaction of cer
conditions, shares of Class A Common Stock valuebe
of the volum~weighted current market pric

July 11, 201(

Beginning on the 24th month following closing anack
month thereafter, the Company shall redeem 1/37tthe
face value of the Preferred Stock in either casiClass #
Common Stock valued at 90% of the volumeightec
current market price.

The Company may at any time force the conversiothe
Preferred Stock if the volumeeighted current market pri
of the Class A Common Stock exceeds 300% of tha
applicable conversion pric

The Company shall file to register the underlyingss #
common shares within 30 days of the closing dateraaks
its best efforts to have the Registration declafective a
the earliest date. In the event such Registratomo
continuously effective during the period such shase
subject to transfer restrictions under the U.S.efa
securities laws, then (subject to certain excepg)iothe
holders are entitled to receive liquidated damasppsal t«
2.0% of the purchase price of the Preferred Stecknpnth
In the event the Company issues, at any time vitriggerre:
Stock are still outstanding, Common Stock or anyety
securities giving rights to Common Stock at a ptietow
the Issue Price, the Company agrees to extenddidhe
anti-dilution protection to the investor

7% per annum, payable quarterly in arrears in casht th
Companys option subject to satisfaction of cer
conditions, shares of Class A Common Stock valueabg
of the volum-weighted current market pric

December 22, 201

Beginning at the end of the 24th month followingsth¢
and on each third monthly anniversary of that
(quarterly) thereafter, the Company shall redeef8tt/ o
the face value of the Preferred Stock in eithehaasClas
A Common Stock valued at 90% of the volumeighter
current market price.

The Company may at any time force the conversiothe
Preferred Stock if the volumeeighted current market pri
of the Class A Common Stock exceeds 200% of itsepa
issuance of the Preferred Sto

The Company shall file to register the underlyinigss #
common shares with 30 days of the closing date raakie
its best efforts to have the Registration declatective a
the earliest date. In the event such Registratomo
continuously effective during the period such shas
subject to transfer restrictions under the U.S.efa
securities laws, then (subject to certain excep)iothe
holders are entitled to receive liquidated damaggsal t
2.0% of the purchase price of the Preferred Steckhponth
In the event the Company issues, at any time vhiéerre:
Stock are still outstanding, Common Stock or amyety
securities giving rights to Common Stock at a ptietow
the Issue Price, the Company agrees to extenddidhe
anti-dilution protection to the investor

In connection with the issuance of the Redeemaloievértible Series A Preferred Stock and Series &dpred Stock, the Company p
professional fees, placement agent fees and ass@apenses amounting to $1.83 million since $saance of the Redeemable Convet
Preferred Stocks. The Company also identified feggting financial instruments included in the isses that were required to be recorde
liabilities. These included the embedded convergaure and warrants included in the Series A BrBferred Stock issuances. The Com|
has evaluated the fair value of these liabilitis;ig combination of the Black Scholes and BinorRidating Models. The summary of activity
the Series A & B Preferred Stock is as follows:

Redeemable Convertible Preferred Stocl

2008
Series A
Series B

Less unamortized discount
Balance December 25, 20

2009
Series A
Series B

Less unamortized discount
Balance June 25, 2009
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Preferred shares Balance
(in thousands
931 $ 931
5,57( 5,57(
(1,85¢6)
6,501 $ 4.64*
66t $ 665
4,33z 4,332
(1,061)
4997 $ 3,93¢




Embedded derivatives relate to redeemable conlerpbeferred stock. We determined that the conwardeatures of our redeema
convertible preferred stock and warrants to purehasr common stock are derivatives that we areiredjuo account for as freestand
instruments under U.S. GAAP. We have also deterhith@t we are required to designate these deramtas liabilities in our financ
statements. As a result, we report the value cfetfiembedded derivatives as current liabilities wnb@lance sheet and we report changes
value of these derivatives as noperating gains or losses on our statement of tipesa The value of the derivatives is requiredbt
recalculated (and resulting naperating gains or losses reflected in our stat¢roEmperations and resulting adjustments to ttemcate:
liability amounts reflected on our balance sheatpauarterly basis, and is based on the markaeaflour common stock. Due to the natu
the required calculations and the large numbehafes of our common stock involved in such caléotest, changes in our common stock
may result in significant changes in the valuehef tlerivatives and resulting gains and losses ostatements of operations. We recogniz
gain of $173,000 on the embedded derivative lighiti other income on our statement of operatiangtie six months ended June 25, 200¢
a gain of $1,428,000 for the six months ended 2m&008.

The pricing model we use for determining fair valud our derivatives is a combination of the Bl&tholes and Binomial Pricing Mode
Valuations derived from this model are subject ngang internal and external review. The model usasketsourced inputs such as inte
rates and option volatilities. Selection of thesguits involves management's judgment and may impetdncome. The Company has obta
a valuation report from a thirparty valuation firm to support its estimates. Thmcipal assumptions used to value these compéesfandin
financial instruments were as follows:

Warrants Embedded Conversion Feature
Expected life (in years) Remaining term at valuation d Remaining Term to conversion or redemption
date at each valuation d¢
Expected volatility 85% to 90% 105% to 1100%
Risk-free interest rat 1.15% to 1.42Y 0.07% to 0.82%
Dividend yield 0 0

The Company considered all of the other minor festwf the conversion option associated with the@amy’s Series A and Series B Prefe|
Stock, including adjustments for: (i) stock dividisnand splits, (ii) the sale of the Compangécurities, (iii) the subsequent issuance ottsi
options, or warrants to Common shareholders, anddiced conversion and redemption features. Wenately determined that these feat
were insignificant and did not have a material iotn the concluded values of the Series A andeS@&iPreferred Stock.

The changes in the derivative liabilities during fseriod are as follows (in thousands):

Fair Value at December 25, 20 $ 2,49:
Gain on change in value of derivatives during thequ (2,047
Conversion of 3,685 shares of Series A & B PreteBwck to common stock during 20 (15¢
Fair Value at December 25, 20 $ 287
Gain on change in value of derivatives during teequ 73
Conversion of 1,504 shares of Series A & B PreteBtock to common stock during 2009 (21
Fair Value at June 25, 20! $ 93

NOTE 14. COMMON STOCK

On September 4, 2003, the Company issued 3,308}20@s of Class A Common Stock for an aggregathpse amount of $1,650,000 or
$0.50 per share. The shares were issued pursuanteeemption provided by Section 4(2) of the Sé&esrAct. The purchasers were also
issued warrants to purchase 1,650,000 shares @fdimpany’s Class A Common Stock, which have a t@rBiyears at an exercise price of
$0.99 per share. As of June 25, 2009, all suchamtsthad been exercised.

On October 7, 2003, the Company issued 850,00@sldrClass A Common Stock for an aggregate puechasunt of $425,000 or $0.50
share. The shares were issued pursuant to an eranppbvided by Section 4(2) of the Securities Adte purchasers were also issued war
to purchase 425,000 shares of the Compa@yass A Common Stock, which have a term of 5s/aad an exercise price of $0.979 per s
As of June 25, 2009, warrants to purchase 400,0@0es of Class A Common Shares had been exercigkdha outstanding warrants
purchase 25,000 shares of Class A Common Sharesxpéed.
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NOTE 15. WARRANTS
The following table summarizes activity regardihg Company’s outstanding warrants:

Shares Weighted Average Exercise Pr

Outstanding at December 25, 2( 6,507,89! 1.407:
Issued — —
Exercisec — —
Expired (25,000 0.97¢

Outstanding at December 25, 2( 6,482,89! 1.409:

Outstanding at June 25, 20 6,482,89! 1.409:

The number of shares of Class A Common Stock idsuatder warrants related to the private placemantsrespective exercise prices
summarized as follows:

Shares of Class A Common St Exercise

Issuable Under Warran Price
July 2005 private placeme
6-year warrant: 3,157,89' $ 1.04
December 2005 private placem:
6-year warrant: 2,968,75! 1.7¢
5-year warrants 356,25( 1.7¢€
Warrants exercisable at June 25, 2 6,482,89!

As of June 25, 2009, these warrants had no intrivelue.

NOTE 16. STOCK-BASED COMPENSATION

On January 20, 2006, options to purchase 2,00G88fks of Class A Common Stock were issued tofisepht an exercise price of $1.60
share with a term of 6 years. The market pricenef@lass A Common Stock as of the grant date wd&stdder share. The Company recol
compensation expense of $2,320,000 based on amagsti fair value of the options of $1.16 per slarddanuary 20, 2006. The per share
value of the stock options granted has been esiinaing the Black-Scholes option-pricing modehwtiite following assumptions:

January 20, 200t

Life (years) 6
Dividend yield None
Risk - free interest rat 4.36%
Volatility 89%

None of these options were exercised, and as a 26n 2009, all of these options had expired assthployment contract with the offic
expired

On December 13, 2006, options to purchase an addlti6,000,000 shares of Class A Common Stock weaeted to the same officer at
exercise price of $1.82 per share with a term ofdérs. The options were fully vested upon grahe Market price of the Class A Comr
Stock as of the grant date was $1.82 per shareCbngpany recorded compensation expense of $5,82088:d on an estimated fair valu
the options of $0.97 per share on December 13,,20@6grant date. The per share fair value of theksoptions granted has been estim
using the Black-Scholes option-pricing model wtik following assumptions:

December 13, 20C

Life (years) 6
Dividend yield None
Risk - free interest rat 4.55%
Volatility 50%

As of June 25, 2009, these options were fully weeséecording to the employment contract with th&ocefr, all of these options will expire
January 2010, one year after the expiration okthployment contract.
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The following table summarizes outstanding optiasst June 25, 2009, related weighted averagedhie and life information:

Options Outstandin Options Exercisabl
Weighted Weighted Averag:
Exercise Number Outstandin Average Remaining Life Number Exercisable Weighted Average
Price Per Shar at June 25, 200 Fair Value (Years) at June 25, 200 Exercise Prict
$ 1.82 6,000,000 $ 0.97 0.5¢ 6,000,000 $ 1.82

The Company has no future compensation expensstod from this option outstanding at June 25, 2080@use they were fully vested u
grant and compensation cost was recorded as ofithed

The Company issued 2,000,000 Class A Common Shatbe CFO as annual compensation for the sereice from April 1, 2009 to Marc
31, 2010. The market value of such common shares$880,000. The Company recognized $75,000 as awapen expense for the qua
ended June 25, 2009. The remaining $225,000 hasrbeegnized as a prepaid expense and will be edamincome on the straighte basi
over the remaining service term.

NOTE 17. RELATED PARTY TRANSACTIONS
Parties are considered to be related if one pagythe ability, directly or indirectly, to contrtile other party or exercise significant influe
over the other party in making financial and opera! decisions. Parties are also considered tela¢ed if they are subject to common cor

or common significant influence.

Transactions between New Dragon Asia Corp. andegtleompanies are summarized below (in thousands):

Three months endec Six months endec
June 25, June 25,
2009 2008 2009 2008
Pre-determined annual fee charged by joint venturenpast
Shandong Longfeng Group Company $ 7 % 21 % 14 $ 42
Shandong Longfeng Flour Company Limited 12 11 23 21
$ 19 % 32 37 63

(a) Shandong Longfeng Group Company is a jointuenpartner of the Company.
(b) Subsidiary(ies) of Shandong Longfeng Group Canyp

Loans from the Company’major shareholder, New Dragon Asia Food Limiteé, for working capital, are unsecured, bear ner@st, and a
payable upon request, and funds are available Cbimepany and the major shareholder have agreeat¢hapayments will take place in 20
The joint venture partner's amounts are similath® condition of New Dragon Asia Food Limited loaml no repayment is expected in 2009.

NOTE 18. TAXATION

The PRC subsidiaries within the Company are sulig®@RC income taxes on an entity basis on incornising in or derived from the ti
jurisdiction in which they operate. The group comipa that are incorporated under the Internati@winess Companies Act of the Brit
Virgin Islands are exempt from payment of the BhtVirgin Islands income tax. Substantially alltbé Companys income was generatec
the PRC, which is subject to PRC income taxes @sreanging from 24% to a statutory rate of 25%o0Tof the PRC subsidiaries of
Company are eligible to be exempt from income tdres twoyear period commencing with the year in which tlogierations are profitak
and then subject to a 50% reduction in income tésethe next three years, starting from theirtfpysofitable year. Several PRC subsidie
receive preferential tax rates in regions in whady operated and are also entitled to partiatééunds from those tax bureaus.

New Dragon Asia Corp. is a Florida corporation witholly-owned operating subsidiaries. As a result, the Gomps not subject to PRC 1
for the activities at the Florida company level.s@oor expenses incurred at the Florida compargl,lsuch as the stodkased compensati
and the amortization of financing costs and derreadiccounting related to Series A Preferred Sttt Series B Preferred Stock, cannc
used to offset any income derived in the PRC wheasuring the PRC income tax liabilities. As of Jae2009 and December 25, 2008, t
were no material deferred tax assets or defernedidhilities. The expenses of the United Statesypgany are not recoverable against fu
taxable income in the United States or the PRCraeelt the definition of permanent differences fordacounting purposes. The Company
never been audited by the taxing authority in thetédl States or the PRC. The Company believesithwts filed properly in all requirt
jurisdictions.
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NOTE 19. COMPREHENSIVE INCOME
The following table summarizes the comprehensicerime for the quarter ended June 25, 2009 and 2008:

June 25, 200 June 25, 200

Net income (loss $ (3,969 $ 3,73¢
Foreign currency translation adjustment 34 5,30¢
Comprehensive income (los $ (3,930 $ 9,047

NOTE 20. BUSINESS COMBINATION AND SIGNIFICANT ESTAB LISHMENT

Longyuan Packaging Plan

On January 10, 2006, the Company established Neagdr Asia (Long Kou) Packing Materials Company ltedi (“NDAPM”), a wholly-
owned subsidiary in Longkou, Shandong Province. IRMAis principally engaged in the manufacturing aaté of packing materials, wit
registered capital of $3,600,000. During the sixnthe ended June 25, 2009, the Company spent appately $2.42 million on tf
construction at the new plant and has committeutther capital expenditures of $0.51 million fdretcompletion of the plant, which
scheduled to be completed in 2009.

NOTE 21. SEGMENT INFORMATION

The Company classifies its products into three baigness segments; namely instant noodles, fledisaybean. In view of the fact that the
Company operates principally in Mainland Chinageographical segment information is presented.

For the three months endec For the six months endec

June 25, June 25,
2009 2008 2009 2008
(US$'000) (US$'000) (US$'000) (US$'000)
Net revenue
Instant noodle 1,001 3,53t 2,068 6,93(
Flour 3,35¢ 8,207 5,35¢ 14,32:
Soybear 1,27: 2,77 2,17 4,96
5,63( 14,51¢ 9,59: 26,21«
Income (loss) from operatic
Instant noodle (884) 222 (2,457) 55C
Flour (205) 1,231 (1,169 2,29¢
Soybear (384) (18) (799) 3
(1,477) 1,43¢ (4,417 2,851
Depreciation and amortizatic
Instant noodle 24¢€ 274 444 54¢
Flour 95 164 24¢ 337
Soybear 9C 62 177 122
431 50C 864 1,007
June 25, December 2¢
2009 2008
(US$'000) (US$'000)
Identifiable lon¢-term asset
Instant noodle 15,92 13,08
Flour 8,95 8,667
Soybear 6,31 3,89¢
31,19: 25,64¢
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

In addition to historical information, the mattedsscussed in this Form 10-Q contain forwédking statements that involve risks
uncertainties. Generally, the words "believes, "ti@pates," "may," "will," "should," "expect," "iend," "estimate," "continue," and sim
expressions or the negative thereof or comparaiieiology are intended to identify forwalabking statements. Such statements are st
to certain risks and uncertainties, including thatters set forth in this report or other reportsdocuments we file with the Securities

Exchange Commission from time to time, which catddse actual results or outcomes to differ materisdm those projected. Undue relial
should not be placed on these forwhrdking statements, which speak only as of the Hateof. We undertake no obligation to update f
forwarddooking statements. Readers should carefully revfewisks described in other documents we filenftome to time with the Securiti
and Exchange Commission, including the Annual ReporForm 10K for the fiscal year ended December 25, 2008 Qharterly Reports ¢
Form 10-Q filed by the Company and Current Repont$-orm 8K (including any amendments to such reports). Refees in this filing to tt
“Company”, “Group”, “we”, “us”, and “our” refer ttNew Dragon Asia Corp. and its subsidiaries.

Critical Accounting Policies

Our discussion and analysis of our financial caodiind results of operations is based upon ousal@rated financial statements, which h
been prepared in accordance with accounting plesigenerally accepted in the United States. Tapagvation of these consolidated finar
statements requires us to make estimates, judgnaemtsassumptions that affect the reported amounh@ssets, liabilities, revenues
expenses, and the related disclosure of contingssets and liabilities. We base our estimatesistorital experience and on various o
assumptions that we believe are reasonable undairtumstances, the results of which form thesfmsimaking judgments about the carn
values of assets and liabilities that are not fgagiparent from other sources. Actual results dhiffgr from these estimates.

An accounting policy is considered to be critidait irequires an accounting estimate to be madedas assumptions about matters tha
highly uncertain at the time the estimates are made if different estimates that reasonably cdwdde been used, or changes in the accot
estimates that are reasonably likely to occur, d¢donbterially impact the consolidated financial esta¢nts. We believe the following criti
accounting policies reflect the more significartiraates and assumptions used in the preparatitireafonsolidated financial statements.

Contractual Joint Ventures

A contractual joint venture is an entity establhetween the Company and another joint venturgn@arwith the rights and obligations
each party governed by a contract. CurrentlyGbmpany has established three contractual jointuves with three Chinese partners in Ct
with percentage of ownership ranging from 79.64%9086. Pursuant to each Chinese joint venture aggat each Chinese joint vent
partner is entitled to receive a petermined annual fee and is not responsible fgr @ofit or loss, regardless of the ownership ie
contractual joint venture. In view of such conteat profit sharing arrangement, the three contedguint ventures are regarded as 1!
owned by the Company. Hence, the Compsmonsolidated financial statements include tharfifal statements of the contractual j
ventures.

Revenue Recognition

Our revenues are generated from sales of flour inghnt noodle. All of our revenue transactions taon standard business terms

conditions. We determine the appropriate accourfonghese transactions after considering (1) wéieghcontract exists; (2) when to recog
revenue on the deliverables; and (3) whether athehts of the contract have been fulfilled andveedid. In addition, our revenue recogni
policy requires an assessment as to whether colteis reasonably assured, which inherently reguieto evaluate the creditworthiness of
customers. Changes in judgments on these assumsatimhestimates could materially impact the tiningmount of revenue recognition.

Accounting for Derivative Instruments

Statement of Financial Accounting Standard (“SFASY. 133, “Accounting for Derivative InstrumentsdaHedging Activities,"as amende
requires all derivatives to be recorded on the Camgfs balance sheet at fair value. These derivativeduding embedded derivatives in
Company’s Series A and B Redeemable ConvertiblieResl Stock, are separately valued and accountenhfthe Company’s balance sheet.

The pricing models the Company uses for determifairgvalues of its derivatives are a combinatiéithe BlackScholes and Binomial Prici
Models. Valuations derived from this model are sabjo ongoing internal and external review. Thedlelauses markegourced inputs such
interest rates and option volatilities. Selectidnhese inputs involves management's judgment aaydimpact net earnings. The Company
obtained a valuation report from a valuation fimstipport its estimates.
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In September 2000, the Emerging Issues Task FOEIER") issued EITF 0QL9, "Accounting for Derivative Financial Instrumerhdexed t
and Potentially Settled in, a Company's Own Sto€KEITTF 00-19") which requires freestanding contracts thatsatfed in a company's o
stock, including common stock warrants, to be desigd as an equity instrument, asset or a liabilityder the provisions of EITF 09, ¢
contract designated as an asset or a liability festarried at fair value on a company's balaneetskith any changes in fair value recorde
the company's results of operations. A contracigtiesed as an equity instrument must be includebimequity, and no fair value adjustme
are required.

The Company has determined that the conversionriesabf its redeemable convertible preferred stoak warrants to purchase common s
are derivatives that the Company is required t@aetfor as if they were fregtanding instruments under U.S. GAAP. The Compay dis
determined that it is required to designate thesevatives as liabilities in its financial statent®nAs a result, the Company reports the val
these embedded derivatives as current liabilitegobalance sheet and reports changes in the wélthese derivatives as noperating gair
or losses on its statement of operations. The valube derivatives is required to be recalculgi@ud resulting nomperating gains or loss
reflected in the statement of operations and riesuétdjustments to the associated liability amoueftiected on the balance sheet) on a qua
basis, and is based on the market value of the @oy'gocommon stock. Due to the nature of the requiedcutations and the large numbe
shares of the Company’s common stock involved ohstalculations, changes in the Compangdmmon stock price may result in signific
changes in the value of the derivatives and regpljains and losses on the Company’s statemenavations.

The consolidated financial statements also refidditional noneperating gains and losses related to the claasdit of and accounting for: (
the conversion features of the Series A and B RexfeStock and associated warrants, (2) the anatidiz associated with the discount reco
with respect to the Series A and B Preferred Stxcl preferred stock dividend, and (3) the conear&atures associated with the prefe
stock issued by the Company and associated warrants

Share-Based Payment

On December 16, 2004, the FASB issued SFAS No. 123Rare-Based Payment,” which replaces SFAS N8, 1&ccounting for Stock-
Based Compensation” and supersedes APB Opinior2Bd'Accounting for Stock Issued to Employees.” S-No. 123R requires all share-
based payments to employees, including grants pl@ree stock options, to be recognized in the fimglrstatements based on the grant
fair value of the award. Under SFAS No. 123R, westndetermine the appropriate fair value model toubed for valuing sharease:
payments, the amortization method for compensatiwst and the transition method to be used at dasgoption. The transition methc
include prospective and retroactive adoption optidgnder the retroactive options, prior periods rhayestated either as of the beginnin
the year of adoption or for all periods presenifidte prospective method requires that compensatiparse be recorded for all unvested s
options and restricted stock at the beginning effirst quarter of adoption of SFAS No. 123R, while retroactive methods would rec
compensation expense for all unvested stock optant restricted stock beginning with the first pdrirestated. We have adopted
requirements of SFAS No. 123R for the fiscal yeagibning on December 26, 2005, and recorded thegpensation expense for all unves
stock options.

Allowance for Doubtful Accounts

Management provides for an allowance for doubtfloaints for those third party trade accounts thanat collected within one year. We b
our estimate (one year) on historical experiencé an continuous monitoring of customexgedit and settlement. We believe we t
reasonable basis for making judgments on the attoedor doubtful accounts.

We normally grant up to 90 days credit to our costs. We monitor our allowance for doubtful acaswom a monthly basis.

Inventories Valuation

Inventories are stated at the lower of cost, datechon a weighted average basis, or net realizadlige. Costs of work-iprogress ar
finished goods are composed of direct materiagdalitabor and an attributable portion of manufaontuoverhead. Net realizable value is
estimated selling price, in the ordinary courséudiness, less estimated costs to complete andsdisp

Recent Accounting Pronouncemen

In December 2008, the Financial Accounting StarsléBdard (FASB) issued FASB Staff Position (FSP)aRoial Accounting Stande
(SFAS) 132(R)-1, “Employers’ Disclosures about Retiiement Benefit Plan Assetswhich is effective for fiscal years ending a

December 15, 2009. The new standard expands diselsor assets held by employer pension and gtbstretirement benefit plans. F
SFAS 132(R)-1 will not affect the company’s finasdgdosition or results of operations.
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In May 2009, the FASB issued SFAS No. 165, “SubsegiEvents,'which establishes general standards of accountingrid disclosure
events that occur after the balance sheet datbdfate financial statements are issued or are abailto be issued. The Company evalu
subsequent events after the balance sheet dat@®®5b, 2009 through the filing of this report witie SEC on August 10, 2009.

In June 2009, FASB issued SFAS No. 166, “AccounforgTransfers of Financial Assets, an amendmerASB Statement No. 140SFAS
166 is applied to financial asset transfers onftar dhe effective date, which is January 1, 204i0the company financial statements. SF.
166 limits the circumstances in which a financisdet may be deecognized when the transferor has not transfatreentire financial asset
has continuing involvement with the transferredeasshe concept of a qualifying specfalfpose entity, which had previously facilitatede
accounting for certain asset transfers, is remdwe®&FAS 166. The company expects that SFAS 166neilhave a material effect on
financial position or results of operations.

In June 2009, FASB issued SFAS No. 167, “Amendm&ntsASB Interpretation No. 46(R)Which deals with accounting for variable inte
entities and is effective for reporting periods ineghng after November 15, 2009. The amendments gdadine process for how an enterg
determines which party consolidates a variabler@steentity (VIE) to a primarily qualitative analys SFAS 167 defines the party t
consolidates the VIE (the primary beneficiary) las party with (1) the power to direct activitiestbé VIE that most significantly affect t
VIE's economic performance and (2) the obligation &odblosses of the VIE or the right to receive ignérom the VIE. Upon adoption
SFAS 167, reporting enterprises must reconsider tlomclusions on whether an entity should be cbdated and should a change result,
effect on net assets will be recorded as a cunvel&tifect adjustment to retained earnings. The emygxpects that adoption of SFAS 167
not have a material effect on its financial posita results of operations.

In March 2008, the FASB issued statement No. 1Bisclosures about Derivative Instruments and Hegldiotivities, an amendment of FA!
Statement No. 133'SFAS 161). SFAS 161 requires entities that usevdtve instruments to provide qualitative disclesurabout the
objectives and strategies for using such instrumjeas well as any details of credit-riskated contingent features contained wi
derivatives. SFAS 161 also requires entities szldse additional information about the amounts laodtion of derivatives located within
financial statements, how the provisions of SFAS have been applied, and the impact that hedges bavan entitys financial positior
financial performance, and cash flows. The Compadgpted the provisions of SFAS 161 effective Ddwen?6, 2008, and no additio
disclosure were required.

In January 2009, the FASB released Proposed Stasffith SFAS 107-b and Accounting Principles Bogké&B) Opinion No. 28-a, Ihterim
Disclosures about Fair Value of Financial Instrutsen(SFAS 107-b and APB 28). This proposal amends FASB Statement No.
“Disclosures about Fair Values of Financial Instemts,”to require disclosures about fair value of finahawstruments in interim financi
statements as well as in annual financial statesneflhe proposal also amends APB Opinion No. 28eflm Financial Reporting,fo require
those disclosures in all interim financial statetserThis proposal is effective for interim periogisding after June 15, 2009. The Comj
adopted SFAS 107-b and APB 28-a, and no additidisalosure were required.

In March 2009, the FASB released Proposed StaftiBosSFAS 157-e, Determining Whether a Market Is Not Active and afigaction Is N«
Distressed” (SFAS 15&). This proposal provides additional guidanceetermining whether a market for a financial asseiot active and
transaction is not distressed for fair value meam@nt purposes as defined in SFAS 157, “Fair VMeasurements.” SFAS 157is effectiv:
for interim periods ending after June 15, 2009. Waee determined that the standard did not havatarial impact on the Comparsyfinancia
position, cash flows, or disclosures.

In March 2009, the FASB issued Proposed Staff RosBFAS 115-a, SFAS 124-a, and EITF 99-20-b, “Re@®mn and Presentation of Other-
Than-Temporary ImpairmentsThis proposal provides guidance in determining Wweetimpairments in debt securities are other
temporary, and modifies the presentation and disces surrounding such instruments. This Prop&teft Position is effective for interi
periods ending after June 15, 2009. We have detedrthat the standard did not have a material @npa the Compang’financial positior
cash flows, or disclosures.

Overview

Headquartered in Shandong Province, PRC, we aragexgn the milling, sale, and distribution of ftand related products, including ins
noodles and soybeaterived products, to retail and wholesale custorttersughout China. We market our products with l@nd name calle¢
“LONG FENG” through a countrywide network of distributors. Wavé eight manufacturing plants in the PRC with ggregate annu
production capacity of approximately 110,000 tohflaur and approximately 1.1 billion packets offant noodles and 4,500 tons of soyl
powder.

Operations

We produce and market a broad range of wheat flmuuse in bread, dumplings, noodles, and confeatip products. Our flour products
marketed under the “Long Feng” brand name andtbotdighout China at both wholesale and retail kvel
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We provide a wide range of instant noodle prodtmtsur customers. Our products can be separatedvirt broad categories for selling
marketing purposes: (i) packet noodles for homeamation and (ii) snacks and cup noodles for outdoavenience.

We produce two types of soybean productsybean protein powder and soybean powder. Theprareipally supplied to food and bever.
producers.

We believe that we have a reputation in China fodpcing some of the highest quality food produd{s. believe our production plants ope
at a high level of hygiene and efficiency and dlloar plants are certified under the ISO9002 stesiglaWe also use strict quality con
systems, resulting in what we believe to be a faligr customer perception of the “Long Feng” brand.

Our products are marketed and distributed througBhina by our distributors. Our sales and markgsittategy focuses on maintaining str
distribution relationships by holding annual saleder meetings, regular distributor conferencesamexcellent quality/price dynamic.

We believe our distribution system is the key to ocontinued success in developing the “Long Felngind as one of the famous dome
brands in China. Most of our distributors have kagn relationships with us.

Our primary domestic customer base for both owrrflroducts and instant noodles consists of sma#dilrstores in the rural areas througl
China where we believe that our brand has long lveeognized as the highest quality available far phice. The rural market is rapi
growing, benefiting from increases in rural consuineome. We believe that brand loyalty by our oostrs is very strong in this sector
addition to the small retail sector, we sell tgkrsupermarkets located in urban areas.

In addition to domestic sales, we export noodlesthr countries such as South Korea, Australidaisa, and Indonesia. We also obta
HACCP (Hazard Analysis Critical Control Point) éécation from CCIC Conformity Assessment Servic€s. Ltd., a Chinese qual
assurance examination authority, enabling the compaexport instant noodles and soybean powdEutope and Africa.

Strategy

Our strategy for growth is to capitalize on oupsfy brand name and pursue strategic partnershigpacquisitions that will enhance our se
The following are some of the key elements of ausibess growth strategy:

- Acquire additional locations to increase our prdaguccapacity
- Build strategic alliances with multinational footbgps to enhance product range and capitalize o&bina distribution networ

Plans for expansion of the existing plants are etqueto be funded through current working capitaif ongoing sales. Acquisitions of ple
will require an additional infusion of funds in tfierm of debt or equity, or a combination of botowever, there can be no assurance -
funds will be available.

Competition

The flour industry in the PRC is very competitic@ur largest competitors are Shandong Guang Racd@®afrlour and Hebei Wu De Li Flo
in the Northern market and Shenzhen Nanshun FHotlvei Southern market.

The instant noodle segment in the PRC is also higbimpetitive. We compete against weditablished foreign companies and many sn
companies. Our largest competitors are the “MaKiang” brand manufactured by Tingyi (Cayman Island) HajgirCorporation and t
“President” brand manufactured by Upniesident Group, both based in Taiwan. Both areded predominately in the more developed
competitive urban markets. We do not face substhotimpetition in the “high-quality” soybean powadearket.

Employees

We employ approximately 1,500 employees. All ofnthare located in the eight plants. We have maiathigood relationships with ¢
employees and no major disputes have occurred simciception.

Currency Conversion and Exchange
Although the Chinese government regulations nowwaltonvertibility of Renminbi (“RMB”)for current account transactions, signific

restrictions still remain. Hence, such translatishsuld not be construed as representations thd Bdlild be converted into U.S. dollar:
that rate or any other rate.
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Substantially all our revenue and expenses arendierabed in RMB. Our RMB cash inflows are sufficiegatservice our RMB expenditures.
financial reporting purposes, we use U.S. dollate value of RMB against U.S. dollars and otherenies may fluctuate and is affected
among other things, changes in Chs;aolitical and economic conditions. Any signifitaievaluation of RMB may materially affect «
financial condition in terms of U.S. dollar repadi To date, we have not engaged in any currendgihg transactions in connection with
operations.

Results of Operation

The following table sets forth, for the periodsioaded, certain operating information expressed.®. dollars (in thousands):

Three months endec Six months endec
June 25, June 25,

2009 2008 2009 2008
Net revenus $ 563C $ 14,51 $ 9,59: $ 26,21
Cost of goods sol (6,51%) (12,970 (12,03) (21,52
Gross profi (883) 2,54¢ (2,439 4,681
Selling and distribution expens (14¢) (369) (367) (590
General and administrative expen (442) (742) (1,60¢) (1,24¢)
Gain on fair value adjustments to embedded deviea 53 73€ 178 1,42¢
Income (loss) before income tax (1,477 2,22¢ (4,315 4,52¢
Income taxes benefit (expen: — (472) 34¢ (78¢€)
Net income (loss) attributable to controlling irgst (2,470 1,75¢ (3,969 3,73¢

Six Months Ended June 25, 2009 Compared to Six MusEnded June 25, 200
Net Revenue

Net revenue for the six months ended June 25, 2@39$9,593,000, representing a decrease of $16@21or 63%, from $26,214,000 for t
six months ended June 25, 2008.

Revenues declined in all segments with instant lesodecreasing 70%, flour products decreasing 688bsaybean products declining 5t
The demand for our products decreased significaartty was responsible for 90% of the revenue declihe price of our instant noodle ¢
decreased and attributed to 10% of the revenudndediVe believe our revenues were affected by threipt slowdown in the econot
worldwide.

Cost of goods sold

For the six months ended June 25, 2009, cost adgeold was $12,031,000, a decrease of $9,49600@2%, as compared to $21,527,00(
the six months ended June 25, 2008. The decreasawae with the decrease in sales of our prasluct

For the six months ended June 25, 2009, as a gageenf revenue, cost of goods sold increased 5801&8s compared to 82% for that of
prior year. For the six months ended June 25, 20fi$%ss margin (loss) was (25)% as compared to X8%he prior year. The loss in 200!
due to 1) losses sustained on bigher end noodle products, as a result of the ex@iak economy, and 2) a charge to cost of goods &
approximately $2.0 million as a reserve to inveptdn our estimate, the reserve reduces inventorg level that will allow us to produ
finished goods inventory at a cost that will allog/to recover selling costs and realize normalgynaargins upon sale.

Selling and Distribution Expense

Selling and distribution expenses consist primaofysalaries, commissions and associated emplogeefits, travel expenses of sales
marketing personnel and promotional expenses.

Selling and distribution expenses were $367,000tHersix months ended June 25, 2009, representiheceease of $223,000 or 38% fi
$590,000 for the corresponding period of 2008. @éerease was in line with the decrease in salesrgbroducts.

As a percentage of net revenue, selling and digtdh expenses increased to 4% for the six mombse June 25, 2009 as compared to 2¢
the corresponding period in 2008. The increasepsiasarily due to the rapid decrease in the salesuofproducts.
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General and Administrative Expenses

General and administrative expenses increased 68,830, or 29%, to $1,608,000 for the six monthdeenJune 25, 2009 as compare
$1,246,000 for the corresponding period in 200& Trtrease was primarily due to the provision fad lbebt due from customers who v
seriously affected by the abrupt slowdown in thenseny worldwide.

Gain (Loss) on Fair Value Adjustments to Embeddeedrivatives

The Company issued Series A Redeemable ConveRitdierred Stock in July 2005, together with 3,18%,8varrants to purchase Clas
Common Stock resulting in aggregate proceeds ah#iéon. The Company also issued Series B Redeegn@bhvertible Preferred Stock
December 2005, together with 2,968,750 warranfsutehase Class A Common Stock resulting in aggeegaiceeds of $9.5 million. The 1
value of each instrument was recorded as a derevditability on our balance sheet. The correspogdijain or loss, which was narash it
nature, from changes in the fair values of thes&uments was recorded in our statement of incdroethe six months ended June 25, 2
the gain in this regard was $173,000. For the spording period of 2008, the gain in this regard %4,428,000. The determination of
change in the value of the derivatives requiresue of a complex valuation model and can fluctségaificantly between periods basec
changes in the price of our shares and the timairéng in the life of the underlying financial instnents. Increase in our stoskharket valu
increases the value of the derivative creatingel®ss our income statements and decrease in thk’stmarket value reduces the value of
derivatives creating gains in our income statements

Net Income (Loss) Attributable to Controlling Intessts

Net loss attributable to controlling interest w&s3%4,000 for the six months ended June 25, 200%apared to net income attributabli
controlling interest of $3,738,000 for the six munended June 25, 2008. Such decrease was prirda&ljo the decline in sales and provi
for bad debt and raw material.

Three Months Ended June 25, 2009 Compared to Thkéenths Ended June 25, 2008
Net Revenug

Net revenue for the quarter ended June 25, 200%%880,000, representing a decrease of $8,885¢0@1%, from $14,515,000 for tl
guarter ended June 25, 2008.

Revenues declined in all segments with instant lesodecreasing 72%, flour products decreasing 588osaybean products declining 5¢
The demand for our products decreased significaartty was responsible for 90% of the revenue declihe price of our instant noodle ¢
decreased and attributed to 10% of the revenudandedVe believe our revenues were affected by thre slowdown in the econor
worldwide.

Cost of goods sold

For the three months ended June 25, 2009, costaafsysold was $6,513,000, a decrease of $5,45700@®%, as compared to $11,970,00(
the three months ended June 25, 2008. The decoressia line with the decrease in sales of our pctsiu

For the three months ended June 25, 2009, as antage of revenue, cost of goods sold increaséd@éo as compared to 82% for that of
prior year. For the three months ended June 293,2§f@ss margin (loss) was (16)% as compared to fb8%he prior year. The loss in 200!
due to 1) losses sustained on our higher end nqudiducts, as a result of the weakening economy,2dra charge to cost of goods soli
approximately $0.6 million as a reserve to inveyitdin our estimate, the reserve reduces inventorg level that will allow us to produ
finished goods inventory at a cost that will allog/to realize normal gross margins upon sale.

Selling and Distribution Expense

Selling and distribution expenses consist primaofysalaries, commissions and associated emplogeefits, travel expenses of sales
marketing personnel and promotional expenses.

Selling and distribution expenses were $148,00@Herquarter ended June 25, 2009, representingraate of $221,000 or 60% from $369,
for the corresponding quarter of 2008. The decreaseprimarily due to the cost controls implemerigdis.

As a percentage of net revenue, selling and digtab expenses increased to 3% for the quarterceddee 25, 2009 as compared to 2% fo
corresponding period in 2008. The increase wasaiyndue to the decrease in the sales of our prisdu
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General and Administrative Expenses

General and administrative expenses decreasedd48;D, or 40%, to $442,000 for the quarter ende 25, 2009 as compared to $741
for the corresponding quarter in 2008. The decreaseprimarily due to the cost controls implemeriigdis.

Gain (Loss) on Fair Value Adjustments to Embeddedrivatives

The Company issued Series A Redeemable ConveRitdgerred Stock in July 2005, together with 3,198,8varrants to purchase Clas
Common Stock resulting in aggregate proceeds ah#iéon. The Company also issued Series B Redeegn@bhvertible Preferred Stock
December 2005, together with 2,968,750 warranfsutchase Class A Common Stock resulting in aggeegaiceeds of $9.5 million. The f
value of each instrument was recorded as a der&/ditibility on our balance sheet. The correspogdiain or loss, which was narash i
nature, from changes in the fair values of thes&ruments was recorded in our statement of incétoethe quarter ended June 25, 2009
gain in this regard was $53,000. For the corresimgnperiod of 2008, the gain in this regard was8030. The determination of the chang
the value of the derivatives requires the use odraplex valuation model and can fluctuate signifthabetween periods based on chang
the price of our shares and the time remainindnénlife of the underlying financial instrumentsciease in our stock’market value increas
the value of the derivative creating losses ininobome statements and decrease in the stoolrket value reduces the value of the derive
creating gains in our income statements.

Net Income (Loss) Attributable to Controlling Intessts

Net loss attributable to controlling interest wels4%¥0,000 for the quarter ended June 25, 2009 apaed to net income attributable
controlling interest of $1,756,000 for the quaeeaded June 25, 2008. Such decrease was primaglyodihe decline in sales and provisior
bad debt and raw material.

Financial Condition, Liquidity and Capital Resource

The Companys primary liquidity needs are for the purchase mfentories and funding accounts receivable andtalapxpenditure
Historically, the Company has financed its workoapital requirements through a combination of madly generated cash and advances

related companies.

Our working capital decreased $8,446,000 to $41(BX¥ at June 25, 2009 as compared to $49,823,00@ember 25, 2008, which v
primarily due to the disposal of the assets heldifsposal and provision for bad debt and raw nigter

Cash and cash equivalents were $7,352,000 as ef2r2009, an increase of $2,969,000 from Dece@®e2008. The Company believes
it has enough cash available and expects to hamgglrincome and cash flow from operations to opef@tthe next 12 months.

Off-Balance Sheet Arrangements

We have never entered into any b#lance sheet financing arrangements and haveonoietl any special purpose entities. We hawvt
guaranteed any debt or commitments of other esititieentered into any options on non-financial @sse

Contractual Obligations and Commercial Commitments

On July 11, 2005, we issued 6,000 shares of Sérieseferred Stock, convertible into an aggregaté,8i5,789 shares of Class A Comi
Stock at a conversion price of $0.95 per sharejéstilo antidilution adjustments and interest payments), rgi$i6.0 million in gross proceet

On December 22, 2005, we issued 9,500 shares @#sSBrPreferred Stock, convertible into an aggreg#Ht5,937,500 shares of Clas:

Common Stock at a conversion price of $1.60 peresfgubject to antillution adjustments and interest payments), rgi$®.5 million in gros
proceeds.
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The key terms of the Series A Preferred Stock ateS B Preferred Stock are as follows:

Preferred Divident

Redemptior

Mandatory Conversio

Registration

Anti-dilution

As of June 25, 2009, the Company had long-term dbligations that resulted from the redeemable edible preferred stock and the pre-

Series A Preferred Sto

Series B Preferred Stoi

7% per annum, payable quarterly in arrears in oasa
the Companys option subject to satisfaction of cer
conditions, shares of Class A Common Stock valu
95% of the volume-weighted current market price.

July 11, 201(

Beginning on the 24th month following closing .
each month thereafter, the Company shall re
1/37th of the face value of the Preferred Stockithe:
cash or Class A Common Stock valued at 90% c
volume-weighted current market price.

The Company may at any time force the conversi
the Preferred Stock if the volunveeighted curret
market price of the Class A Common Stock exc
300% of the then applicable conversion pr

The Company shall file to register the underlying<
A common shares within 30 days of the closing daie
make its best efforts to have the Registration atec
effective at the earliest date. In the event
Registration is not continuously effective durinige
period such shares are subject to transfer raetig
under the U.S. federal securities laws, then (ki
certain exceptions) the holders are entitled tceike
liquidated damages equal to 2.0% of the purchaise
of the Preferred Stock per month.

In the event the Company issues, at any time
Preferred Stock are still outstanding, Common Staor
any type of securities giving rights to Common &tal
a price below the Issue Price, the Company agra
extend full-ratchet antililution protection to th
investors.

7% per annum, payable quarterly in arrears in cash
the Companys option subject to satisfaction of cer
conditions, shares of Class A Common Stock valu
95% of the volume-weighted current market price.

December 22, 201

Beginning at the end of the 24th month follow
closing and on each third monthly anniversary afl
date (quarterly) thereafter, the Company shall een
1/13th of the face value of the Preferred Stockithel
cash or Class A Common Stock valued at 90% c
volume-weighted current market price.

The Company may at any time force the conversi
the Preferred Stock if the volunveeighted curret
market price of the Class A Common Stock exc
200% of its price at issuance of the Preferred St
The Company shall file to register the underlyingsc
A common shares with 30 days of the closing datl
make its best efforts to have the Registration atec
effective at the earliest date. In the event
Registration is not continuously effective durinige
period such shares are subject to transfer rdefrg
under the U.S. federal securities laws, then (sl
certain exceptions) the holders are entitled tceike
liquidated damages equal to 2.0% of the purchaise
of the Preferred Stock per month.

In the event the Company issues, at any time !
Preferred Stock are still outstanding, Common Stmx
any type of securities giving rights to Common &tal
a price below the Issue Price, the Company agre
extend full-ratchet antililution protection to th
investors.

determined annual fee charged by joint venturenpastthrough February 2009 and other commitmerddanrgterm liabilities through Augu

2049 as follows:

Payment Obligations By Peric

2009 2010 2011 2012 2013 Thereaftel Total
(In thousands
Redeemable convertible preferred st $ 1,77C  $ 3,221 $ — 3 — 3 — % — 3 4,997
Pre-determined annual fee charged by joint ventu
partners 65 12¢ 12 12 12¢ 4,52¢ 5,10¢
Total $ 1,83 $ 3,35¢  $ 12¢  $ 12¢  $ 12¢  $ 4,52¢ $ 10,10¢

Reconciliation of the outstanding payment obligasiof redeemable convertible preferred stock:

Aggregated balance as of the issue |

Partial redemption of Series A Preferred StockdA5%
Partial redemption of Series A and B Preferred ISitn@006
Partial redemption of Series A Preferred StockdA7Z
Partial redemption of Series A and B Preferred IStn@008
Partial redemption of Series A and B Preferred ISitn@009
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$ 15,50(
(1,900

(3,439

(729

(2,939

(1,509




Item 3. Quantitative and Qualitative Disclosures abut Market Risk.

We may be exposed to changes in financial markeditions in the normal course of business. Marisit generally represents the risk
losses may occur as a result of movements in stteages and equity prices. We currently do notfirencial instruments in the normal cot
of business that are subject to changes in finhnaket conditions.

Currency Fluctuations and Foreign Currency Risk

The majority of our operations are conducted in FHRC except for some minor export business anddimoverseas purchases of
materials. Most of our sales and purchases ardumted within the PRC in Chinese Renminbi. Henhe, géffect of the fluctuations of t
Renminbi exchange rate relative to other currenisiesnsidered minimal to our business operatidtiswever, we use the United States di
for financial reporting purposes and thereforegtilations in the exchange rate between the Renraimdbthe U.S dollar will result in increa
or decreases in other comprehensive income or IBsegversion of Renminbi into foreign currenciesagulated by The PeopteBank o
China through a unified floating exchange rateeystAlthough the PRC government has stated itsiiate to support the value of Renmir
there can be no assurance that such exchange itat®tagain become volatile or that Renminbi wilht strengthen or devalue significal
against the US dollar. Exchange rate fluctuatimay adversely affect the value, in US dollar terofsyur net assets and income derived
our operations in the PRC.

Interest Rate Risl

The Company does not have significant interestniake as our debt obligations are primarily shierm in nature, with fixed interest rates.
embedded derivatives liabilities are revalued esmwtounting period and their fair value can be affg@dy interest rate fluctuations baset
changes in the risk free interest rate (generbByiterest rate on intermediate term obligatidrth® United States Government).

Credit Risk

We have not experienced significant credit riskvest of our customers are lotgrm customers with good payment records. Our vabég:
are regularly monitored by our credit manager.

Item 4T. Controls and Procedures.
Disclosure Controls and Procedure

Under the supervision and with the participationoaf management, including our chief executiveceffiand the chief financial officer,
conducted an evaluation of the effectiveness ofitsgn and operation of our disclosure controts @mocedures, as defined in Rules 15¢e’
and 15d-15(e) under the Securities Exchange Adi98#, as of June 25, 2009, the end of the perie@red by this report (theEvaluatior
Date”). Based on this evaluation, our chief executive effiand chief financial officer concluded as of Ealuation Date that our disclos
controls and procedures were effective such thainhterial information required to be included ur &ecurities and Exchange Commis
(“SEC”) reports is recorded, processed, summarized andteepwithin the time periods specified in SEC rudesl forms relating to us and
consolidated subsidiaries, and communicated tonmamagement (including our principal executive andqgipal financial officers or perso
performing similar functions) as appropriate taalltimely decisions regarding required disclosyr@sticularly during the period when t
report was being prepared.

Changes in internal controls over financial reportg
There were no changes in our internal controls diremncial reporting (as defined in Rules 13a-1%fd 15di5(f) under the Securiti

Exchange Act of 1934) during the three months erldea: 25, 2009 that have materially affected, erraasonably likely to materially affe
the Company'’s internal control over financial refpag.
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PART II: OTHER INFORMATION
Item 1. Legal Proceedings.
None.
Item 1A. Risk Factors.

There have been no material changes in our busiopssgations or prospects that would require a ghda the Risk Factor disclosure inclu
in our most recent Annual Report on Form 10-K tieate not already been disclosed.

The risks and uncertainties described below argh@bnly ones the Company faces. Additional reskd uncertainties not presently know
the Company or that the Company currently deemedaitarial also may impair the Compasyusiness operations. If any of the follow
risks occur, the Comparg/business prospects, financial condition, opegatisults and cash flows could be adversely affeicteamounts th.
could be material.

RISKS RELATED TO OUR CLASS A COMMON STOCK
We have never declared or paid any dividends on 6lass A Common Stock

We have never declared or paid any dividends orCtass A Common Stock. Our ability to pay such ddisidends is subject to our receip
dividends from our operating subsidiaries, whicé subject to legal restrictions in the PRC on mgildach payments. We currently inten
retain future earnings, if any, to finance opermgiand the expansion of our business. The dedaratid payment in the future of any cas
stock dividends on the Class A Common Stock willabéhe discretion of our Board of Directors andl @épend upon a variety of factc
including our ability to service our outstandinglébtedness, if any, and to pay dividends on seéesinianking senior to the Class A Comr
Stock, including the shares of our outstandinge3efi and Series B Preferred Stock; our future egmjiif any; capital requirements; finan
condition; plans for expansion; restrictions impbdy PRC law; any financing arrangements; and sitlelr factors as our Board of Direct
may consider to be relevant from time to time. Wertbt expect to declare or pay any dividends on @ass A Common Stock in t
foreseeable future.

We are controlled by our major shareholder

Our major shareholder, New Dragon Asia Food Ltdicl is controlled by our Chairman, Mr. Heng Jing, lowns approximately 25% of ¢
outstanding shares. Mr. Lu has sole voting anpadigive control over the shares of us held by Nlmagon Asia Food Ltd.

Our primary source of funds for dividends and othdistributions from our operating subsidiary in Cha is subject to various legal and
contractual restrictions and uncertainties, and oability to pay dividends or make other distributie to our shareholders are negatively
affected by those restrictions and uncertainties

We are a holding company established in the stafdosida and conduct our core business operatibrmigh our operating subsidiaries, F
Treasure Ltd., Delta Link Ltd., Mix Creation LtdRjch Delta Ltd. and Keen General Ltd. and theipeesive subsidiaries in China. As a re!
our profits available for distribution to our shiotders are dependent on the profits availabledfstribution from our subsidiaries. If ¢
subsidiaries incur debt on their own behalf, thbtdiestruments may restrict their ability to payidends or make other distributions, whicl
turn would limit our ability to pay dividends onioshares. Under the current PRC laws, becauseanie@rporated in the State of Florida,
PRC subsidiaries are each regarded as a wholligfemvned enterprise in China. The PRC laws permitpay of dividends only out of r
income as determined in accordance with PRC acowuistandards and regulations. Determination dfineome under PRC account
standards and regulations may differ from detertionaunder U.S. GAAP in significant aspects, sushttze use of different principles

recognition of revenues and expenses. In additi@gtribution of additional equity interests by aafyour PRC subsidiaries to us (whicl
credited as fully paid through capitalization o tARRC subsidiariesindistributed profits) requires additional approghthe PRC governme
due to an increase in our registered capital atad itovestment in the subsidiary. Under currenCH&ws, each of our subsidiaries is require
set aside a portion of its net income each yeafutm designated statutory reserve funds. Theserves are not distributable as ¢
dividends. As a result, our primary internal seueof funds for dividend payments from the subsidiare subject to these and other lega
contractual restrictions and uncertainties, whighurn may limit or impair our ability to pay diwatds to our shareholders. Moreover,
transfer of funds from us to our subsidiaries, eziths a shareholder loan or as an increase inteegiscapital, is subject to registration witl
approval by PRC governmental authorities. Thasédtions on the flow of funds between us and thiesiliaries could restrict our ability
act in response to changing market conditions.
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Regulations relating to offshore investment actie# by PRC residents may adversely affect our bastand prospec

On September 8, 2006, several agencies of the RRE€rgment issued a regulation concerning restristion investments in China throt
special purpose companies incorporated overseathariisting of the shares of those companies eBrgsas markets. The regulation conta
number of provisions relating to the acquisitiorGéfinese domestic companies which involve “impdrtadustries”and may affect the natiot
economic safety or result in the transfer of actattrol rights of any company having “famous brgindr any ‘old established Chine
brands,”and require that the parties to any such transactport to the Ministry of Commerce for approvAldditionally, any foreig
company directly or indirectly controlled by Chieesompanies or individuals used as a vehicle faliplisting in an overseas stock ma
will need China Securities Regulatory Commissioprapal in connection with such listing. As it inaertain how this new regulation will
interpreted or implemented, we cannot predict hioiw tegulation will affect our business operationguture strategies. For example, we
be subject to a more stringent review and apprpratess with respect to our acquisition activitieBich may adversely affect our business
prospects.

RISKS RELATED TO OUR BUSINESS
The effects of the global financial crisis on ouruBiness have been severe

From the middle of 2008 until the middle of 200%e international capital markets experienced sevelility and exhibited overall significa
declines in prices of equity securities, which dgaaken in combination with a freezing of intefoaél credit markets and lack of availabi
of private capital led to a near shutdown of pevllows of capital. In addition, several high pl@facquisitions and bankruptcies and
alleged fraud perpetrated by Bernard Madoff exaatedba lack of confidence in global financial ingibns and their oversight.

Government responses to these events have inchatéidl nationalization of certain industries amdegprises, “bail-outbackages intended
provide liquidity to market participants, stimuloseasures designed to reinvigorate national ecoron@i®@nsumers, on the other hand, |
pulled back spending on a global scale, includiriigp wespect to those items otherwise considereesston proof such as food products.

ability to operate our business has been materalyersely affected by these events. In additioa effects of the global financial crisis on
industry and geographic sectors that we are engagae just beginning to become apparent andimhssible to predict the full impact tt
may have on us, including with respect to our esganplans and the capital required to implemenhsirategy. While we intend to conse
capital in order to keep operating, it is very idiflt for us to anticipate future trends in the PR@Gd industry or in the PRC economy in gen
each of which materially affects our business.

We may be subject to product liability claims andguct recalls that could result in a decrease ierdand for our products due to negative
publicity, which could negatively impact our proéibility.

We sell food products for human consumption, whitlolves risks such as product contamination orilage, product tampering and ot
adulteration of food products. We may be subjecliability if the consumption of any of our prodsctauses injury, illness or death.
addition, we will voluntarily recall products inghevent of contamination or damage. A signifiqamatduct liability judgment or a widespre
product recall may negatively impact our profitélifor a period of time depending on product aahility, competitive reaction and consui
attitudes. Even if a product liability claim issuccessful or is not fully pursued, the negativklipity surrounding any assertion that comg
products caused illness or injury could adversécaour reputation with existing and potentiabtamers and our corporate and brand image.

In September 2008, the Health Ministry of the PetgpRepublic of China announced that several babées died in recent months ¢
thousands more had been sickened by contaminatédorinula powder due to the presence of melamamejndustrial chemical sometin
used to make plastics and fertilizer. On Octoh2r 2008, the United Nations issued a paper addmgdsiod safety in China, citing k
challenges for China as the need for a more mofter safety law; the need for improved monitorimgpection and enforcement; and
need to continue to improve standards to bring &€linline with international norms. Although nooakour products contain milk powd
negative international publicity surrounding thi®d safety issue could influence the popular peiwep of international consumers and re
in lower demand for exports of food products frohir@, which could have an adverse effect on owssahd profitability.

Our business may experience adverse effects frompetition in the noodle, flour and soybean produniarkets.

The noodle, flour and soybean product marketsérPRC are highly competitive. Competition in thesekets takes many forms, including
following:

- establishing favorable brand recogniti

- developing products sought by consum

- implementing appropriate pricin

- providing strong marketing support; a

- obtaining access to retail outlets and sufficidmifsspace
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Many of our competitors are larger and have grefiwancial resources, including our primary comipesi, the manufactures of each of
brand names “Master Kang” and “Presidei’e may not be able to compete successfully with swenpetitors. Competition could cause L
lose our market share, increase expenditures aceegricing, each of which could have a materialease effect on our business and finat
results.

An inability to respond quickly and effectively tew trends would adversely impact our competitiwesigion.

Our failure to maintain our technological capalsbtor to respond effectively to technological des could adversely affect our ability
retain existing business and secure new busin&sswill need to constantly seek out new products @evelop new solutions to maintair
our portfolio. If we are unable to keep currenthaew trends, our competitotg€chnologies or products may render us noncompetind oL
products obsolete.

Increases in prices of main ingredients and otheatarials could adversely affect our busine:

The main ingredients that we use to manufacturepoodiucts are wheat, soybeans and eggs. We alspapse products, such as corrug
cardboard, as well as films and plastics, to paelkag products. The prices of these materials baes, and we expect them to continue ti
subject to volatility. We may not be able to pasgsegiincreases in these materials onto our custmeérich could have an adverse effect or
financial results.

We are subject to risks associated with joint varesiand third party agreements.

We conduct certain of our milling and sales operatithrough joint ventures established with cer@imese parties. Any deterioration of tr
strategic relationships may have an adverse effectur operations. Changes in laws and regulationtheir interpretation, or the imposit
of confiscatory taxation, restrictions on curreroonversion, imports and sources of supply, devaostof currency or the nationalizatior
other expropriation of private enterprises couldeha material adverse effect on our business, teesfiloperations and financial conditi
Under its current leadership, the Chinese goverminas been pursuing economic reform policies thaberage private economic activity
greater economic decentralization. There is norasse, however, that the Chinese government wiltinae to pursue these policies, or th
will not significantly alter these policies frommrte to time without notice.

We may have limited legal recourse under Chineseiflalisputes arise under our agreements with jeeritures or third parties. The Chin
government has enacted some laws and regulatiaimglevith matters such as corporate organizatioth governance, foreign investm
commerce, taxation and trade. However, the goventisiexperience in implementing, interpreting and eifig these laws and regulation
limited, and our ability to enforce commercial ohai or to resolve commercial disputes is unpredietalh our new business ventures
unsuccessful, or other adverse circumstances faosethese transactions, we face the risk thafptréies to these ventures may seek wa
terminate the transactions, or, may hinder or preue from accessing important information regagdime financial and business operatior
these acquired companies. The resolution of thestéers may be subject to the exercise of consitediberetion by agencies of the Chir
government, and forces unrelated to the legal sefifn particular matter or dispute may influertogrtdetermination. Any rights we may h.
to specific performance, or to seek an injunctiomar Chinese law, in either of these cases, arerslgvlimited, and without a means
recourse by virtue of the Chinese legal systemmag be unable to prevent these situations fromroiogu The occurrence of any such evi
could have a material adverse effect on our busjrfggncial condition and results of operations.

We have limited business insurance coverage.

The insurance industry in China is still in an gastage of development. Insurance companies im&bifer limited business insurai
coverage. As a result, we do not have any busitiabiity insurance coverage for our operatiohdoreover, while business disrupt
insurance is available, management has determiradite risks of disruption and cost of the insueaare such that we do not require it at
time. Any business disruption, litigation or natudisaster might result in substantial costs amdrdion of resources.

We may experience risks resulting from our plang fxpansion.
We have acquired several companies and businesdqsan to continue to acquire companies in ther&utEntering into an acquisition ent
many risks, any of which could harm our businessluding: (a) diversion of managemenéttention from other business concerns; (b) rfe

to integrate the acquired company with our existinginesses; (c) additional operating expenseoffie¢t by additional revenue; and
dilution of our stock as a result of issuing equsécurities.
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If we are unable to implement our acquisition &gt we may be less successful in the future. A d@ayponent of our growth strateg)
accomplished by acquiring additional flour, noodfed soybean factories. While there are many sunipanies, we may not always be abl
identify and acquire companies meeting our acdaisitriteria on terms acceptable to us. Additionafinancing to complete significe
acquisitions may not always be available on satiefg terms. Further, our acquisition strategy ems a number of special risks to us
we would not otherwise contend with absent sudteqy, including possible adverse effects on aumniegs after each acquisition, diversio
managemens$ attention from our core business due to the apedtention that a particular acquisition may tegufailure to retain ke
acquired personnel and risks associated with ucipated events or liabilities arising after eachjusition, some or all of which could hav
material adverse effect on our business, finarmgatlition and results of operations.

A general economic downturn, a recession in China sudden disruption in business conditions may affeconsumer purchases
discretionary items, including instant noodles asdybean-derived products, which could adverseleffour business.

Consumer spending is generally affected by a nurabéctors, including general economic conditiotheg level of unemployment, inflatic
interest rates, energy costs, gasoline prices anduener confidence generally, all of which are Imglyour control. Consumer purchase
discretionary items tend to decline during recessip periods, when disposable income is lower, g impact sales of our products
addition, sudden disruptions in business conditems result of a terrorist attack, retaliation #relthreat of further attacks or retaliation,
adverse weather conditions and climate changether aatural disasters, pandemic situations oelagale power outages can have a shc
sometimes, longerm impact on consumer spending. A downturn ingbenomy in China, including any recession or adsaddisruption ¢
business conditions in those economies, could adiyeaffect our business, financial condition, aesllts of operation.

RISKS ASSOCIATED WITH DOING BUSINESS IN THE PEOPLE’ S REPUBLIC OF CHINA.
We are subject to the risks associated with doimgibess in the People’s Republic of China.

As most of our operations are conducted in the RR&Care subject to special considerations andfsgni risks not typically associated w
companies operating in North America and Westemol These include risks associated with, amoherst the political, economic and le
environments and foreign currency exchange. Owlteemay be adversely affected by changes in ttigqad and social conditions in the PF
and by changes in governmental policies with respetaws and regulations, arntiflationary measures, currency conversion and ttens
abroad, and rates and methods of taxation, amdreg ttings.

Although the majority of productive assets in tHR(Pare owned by the Chinese government, in the gmatral years the government
implemented economic reform measures that emphazentralization and encourage private economiiwitgc Because these econot
reform measures may be inconsistent or ineffectbate are no assurances that:

- We will be able to capitalize on economic refori

- The Chinese government will continue its pursuiecdnomic reform policies

- The economic policies, even if pursued, will becassful;

- Economic policies will not be significantly alteré@m time to time; an

- Business operations in China will not become sulifethe risk of nationalizatior

Economic reform policies or nationalization couldesult in a total investment loss in our Class A Caton Stock.

Since 1979, the Chinese government has reformegcdaomic systems. Because many reforms are urgmetssl or experimental, they
expected to be refined and improved. Other politeeonomic and social factors, such as polititelnges, changes in the rates of econ
growth, unemployment or inflation, or in the disias in per capita wealth between regions withhin@, could lead to further readjustmer
the reform measures. This refining and readjustmestess may negatively affect our operations.

Over the last few years, Chisaéconomy has registered a high growth rate. Rigcehere have been indications that rates of fidfahave
increased. In response, the Chinese governmentakas measures to curb this excessively expansivaoey. These measures incl
restrictions on the availability of domestic credé@ducing the purchasing capability of certairoof customers, and limited mentralization ¢
the approval process for purchases of some forpigducts. The Chinese government may adopt additioreasures to further com
inflation, including the establishment of freezes restraints on certain projects or markets. Thesasures may adversely affect
manufacturing operations.

To date, reforms to Ching'economic system have not adversely impacted menations and are not expected to adversely inggeeriations i
the foreseeable future; however, there can be sorasce that the reforms to Chima@conomic system will continue or that we will &
adversely affected by changes in Chipolitical, economic, and social conditions ancchgnges in policies of the Chinese government;
as changes in laws and regulations, measures wiagtbe introduced to control inflation and chanigethe rate or method of taxation.

On November 11, 2001, China signed an agreemdygdome a member of the World Trade OrganizationTlON), the international body th
sets most trade rules, further integrating Chirta the global economy and significantly reducing tharriers to international commei
China’s membership in the WTO was effective on Decemlier2001. China has agreed upon its accession t@vih@ to reduce tariffs al
non4ariff barriers, remove investment restrictions gmdvide trading and distribution rights for foreidirms. The tariff rate reductions &
other enhancements will enable us to develop betterstment strategies. In addition, the WE@ispute settlement mechanism provid
credible and effective tool to enforce members’ omrcial rights. Also, with China’entry to the WTO, it is believed that the reldaws or
foreign investment in China will be amplified andlviollow common practices
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The Chinese legal system is not fully developed aad inherent uncertainties that could limit thedal protections available to investors.

The Chinese legal system is a system based oremwstatutes and their interpretation by the Suprieewples Court. Prior court decisions n
be cited for reference but have limited legal pdecgs. Since 1979, the PRC government has beerdogevg a comprehensive systenr
commercial laws, and considerable progress has imeele in introducing laws and regulations dealirihh wconomic matters such as fore
investment, corporate organization and governacm®merce, taxation and trade. Two examples ar@rbmulgation of the Contract Law
the PRC to unify the various economic contract laws a single code, which went into effect on ®@etol, 1999, and the Securities Law of
Peoples Republic of China, which went into effect on Jdly1999. However, because these laws and regudatice relatively new, a
because of the limited volume of published caseabsthair nonbinding nature, interpretation and enforcementhelse laws and regulatic
involve uncertainties. In addition, as the Chinésgal system develops, changes in such laws andatsns, their interpretation or th
enforcement may have a material adverse effectiobusiness operations.

Enforcement of regulations in China may be incontasit.

Although the Chinese government introduced new land regulations to modernize its securities ardsyastems on January 1, 1994, Cl
does not yet possess an expansive body of budsia@sAs a result, the enforcement, interpretatiad anplementation of regulations n
prove to be inconsistent and it may be difficuletdorce contracts.

We may experience lengthy delays in resolutionedal disputes.

As China has not developed a dispute resolutionhar@sm similar to the Western court system, dispeselution over Chinese projects
joint ventures can be difficult and there is nouagsce that any dispute involving our business n& can be resolved expeditiously
satisfactorily.

We may experience an impact of the United Stateseign Corrupt Practices Act on our business.

We are subject to the United States Foreign CorPugttices Act, which generally prohibits Uniteat86 companies from engaging in brit
or other prohibited payments to foreign officiats the purpose of obtaining or retaining busin€sseign companies, including some that
compete with us, are not subject to these probitsti Corruption, extortion, bribery, paffs, theft and other fraudulent practices occom
time-totime in mainland China. We have attempted to imglenhsafeguards to prevent and discourage suchigeadiy our employees &
agents. We cannot assure you, however, that outogegs or other agents will not engage in such gonébr which we might be he
responsible. If our employees or other agents atmd to have engaged in such practices, we coul@érssevere penalties and ot
consequences that may have a material adverse effewr business, financial condition and resofitsperations.

Impact of governmental regulation on our operatior

We may be subjected to liability for product safttgit could lead to a product recall. Our operatiand properties are subject to regulatio
various Chinese government entities and agencies producer of food products, our operations abgest to production, packaging, qual
labeling and distribution standards. Our productiod distribution facilities are also subject toioas local environmental laws and workpl
regulations.

We believe that our current legal and environmecwahpliance programs adequately address such amnaad that we are in compliance \
applicable laws and regulations. However, compkawith, or any violation of, current and future &wr regulations could require mate
expenditures or otherwise adversely affect ourrmss and financial results.

We may be liable if the consumption of any of owoducts cause injury, illness or death. We may alsaequired to recall certain of

products that become contaminated or are damagedir&/not aware of any material product liabilitggment against us. However, a pro

liability judgment or a product recall could havenaterial adverse effect on our business or firmesults.

It may be difficult to serve us with legal processenforce judgments against our management or

All of our assets are located in China. In additialh of our directors and officers are nmsidents of the United States, and all, or sulist

portions of the assets of such n@sidents, are located outside the United States Pesult, it may not be possible to effect senatproces

within the United States upon such persons. Moredhiere is doubt as to whether the courts of Chioald enforce:

- Judgments of United States courts against us, ioectdrs or our officers based on the civil lialyilprovisions of the securities laws of
United States or any state;
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- Original actions brought in China relating to liéi#s against nc-residents or us based upon the securities lawsedf/hited States or a
state.

The Chinese government could change its policiewaod private enterprise or even nationalize or epriate it, which could result in th
total loss of your investment.

Our business is subject to significant politicata@conomic uncertainties and may be adversely teffeby political, economic and soc
developments in China. Over the past several ydaesChinese government has pursued economic rgfolicies including the encouragem
of private economic activity and greater econongcehtralization. The Chinese government may notirmes to pursue these policies or r
significantly alter them to our detriment from tirtee time with little, if any, prior notice. Changes policies, laws and regulations or in tt
interpretation or the imposition of confiscatoryxa#on, restrictions on currency conversion, resiths or prohibitions on dividend payment
shareholders, devaluations of currency or the nativation or other expropriation of private entéspes could have a material adverse effe:
our business. Nationalization or expropriation doelen result in the total loss of our investmentChina and in the total loss of y«
investment.

If relations between the United States and Chinaraen, our stock price may decrease and we may tdiffieulty accessing U.S. capite
markets.

At various times during recent years, the Unitedtéd and China have had significant disagreemerds molitical and economic issu
Controversies may arise in the future between thesecountries. Any political or trade controvessieetween the United States and Cl
whether or not directly related to our businessil@¢@dversely affect the market price of our ClasSommon Stock and our ability to acc
U.S. capital markets.

The Chinese economic, political and social condit®as well as government policies could affect tusiness.

All of our business, assets and operations aréddda China. The economy of China differs from #wenomies of most developed countrie
many respects, including:

- government involvemen

- level of developmen

- growth rate:

- control of foreign exchange; al
- allocation of resource

The economy of China has been transitioning fropleeaned economy to a more marketented economy. Although in recent years
Chinese government has implemented measures ernipigasihe utilization of market forces for economaform, the reduction of st
ownership of productive assets and the establishofesound corporate governance in business eigespra substantial portion of produc
assets in China is still owned by the Chinese gowent. In addition, the Chinese government consrtoeplay a significant role in regulat
industry by imposing industrial policies. It alsregcises significant control over Chisaéconomic growth through the allocation of reses
controlling payment of foreign currendenominated obligations, setting monetary policgd anoviding preferential treatment to partici
industries or companies.

The economy of China has experienced significaotvgr in the past 20 years, but growth has beenaméoth geographically and am«
various sectors of the economy. The Chinese govemhimas implemented various measures from timane to control the rate of econor
growth. Some of these measures benefit the ovezalhomy of China, but may have a negative effeatoriFor example, our operating res
and financial condition may be adversely affected b

- changes in the rate or method of taxat

- imposition of additional restrictions on curren@ngersion and remittances abro
- reduction in tariff or quota protection and othaiport restrictions; an

- changes in the usage and costs of -controlled transportation service

Fluctuations in the value of the Chinese Renminltglative to foreign currencies could affect our o@ing results.

Substantially all our revenues and expenses arentieated in the Chinese Renminbi. However, we hselnited States dollar for financ
reporting purposes. The value of Chinese Renmigainst the United States dollar and other currenciay fluctuate and is affected by, am
other things, changes in Chisgolitical and economic conditions. The Chineseegoment values the exchange rate of the ChineseniRbi
against a number of currencies, rather than jusiusively to the United States dollar. Although tleinese government has stated its intel
to support the value of the Chinese Renminbi, wenoaassure you that the government will not rexaluAs our operations are primarily
China, any significant revaluation of the ChinesenRinbi may materially and adversely affect ourhcllsws, revenues and financ
condition. For example, to the extent that we nieezbnvert United States dollars into Chinese Rabifor our operations, appreciation of -
currency against the United States dollar couldehavmaterial adverse effect on our business, finliwondition and results of operati
Conversely, if we decide to convert our Chineser®abi into United States dollars for other businpssposes and the United States d
appreciates against this currency, the United St@ddar equivalent of the Chinese Renminbi woutdréduced. To date, we have not eng
in any hedging transactions in connection with @perations.
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The discontinuation of the preferential tax treatme currently available to our Chinese subsidiariesight adversely affect our results
operations.

Our Chinese operating subsidiaries are subjechéoPeople’s Republic of China Enterprise Income Taw Concerning Foreiginveste:
Enterprises and Foreign Enterprises. Under this dad its related regulations, our Chinese subs@fiaas foreigrinvested enterprises, i
generally subject to enterprise income tax at ttstey rate of 33% (30% national income tax plus I8%al income tax) through 2007, and Z
from January 1, 2008 under the tax law describddwbeHowever, as manufacturing foreign investedegurises, our Chinese subsidia
enjoyed “two-year exemption, three-year 50% reductpreferential tax treatment from their first profita year. However, under the new
law, a new manufacturing foreignvested enterprise established after March 167 20l not be entitled to such preferential taxatmaen
anymore.

On March 16, 2007, the National People’s CongréslseoPeople’s Republic of China passed the Pesitepublic of China Enterprise Inco
Tax Law, which was effective as of January 1, 200&ccordance with the new law, a unified entegincome tax rate of 25% and unified
deduction standards will be applied equally to tadimestic-invested enterprises and forgigrested enterprises. Enterprises established
to March 16, 2007 eligible for preferential taxat@ent in accordance with the currently prevailizglaws and administrative regulations sl
under the regulations of the State Council, grdgulaé subject to the new tax rate over a fjar transition period starting from
effectiveness date of the new law. For foreign-gtgd enterprises that currently enjoy “two-yearnepton, three-year 50% reduction”
preferential tax treatment, the tax holiday ark wiid.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Securitjdolders.

Our Annual Meeting of Shareholders (“Annual Meet)ngas held on June 11, 2009. Proposals 1, 2 andr8 approved, Proposal 4 was not
approved. The proposals below are described inl dethie Company’s definitive proxy statement daMay 4, 2009, for the Annual Meeting
originally scheduled to be held on May 21, 2009st&htions and broker norstes were counted for purposes of determining kdred quorun
was present. Shares not present at the Annual Mgétioker non-votes and abstentions had no effethe results of any of the proposals.
The results are as follows:

Proposal 1

The individuals listed below received the highasnber of affirmative votes of the outstanding skarkthe Company’s common stock present

or represented by proxy and voting at the Annua¢fihg, in each case constituting a majority ofttital outstanding shares, and were elected
at the Annual Meeting to serve a one-year termherBtoard of Directors.

NAME For Authority Withheld
Heng Jing Lt 33,074,18: 1,457,21¢
Li Xia Wang 33,257,881 1,273,51¢
Ling Wang 33,207,80¢ 1,323,59¢
Zhi Yong Jianc 33,338,15( 1,193,25C
De Lin Yang 33,340,961 1,190,43¢
Qi Xue 33,338,16¢ 1,193,23¢
Feng Ju Che 33,326,101 1,205,29¢
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Proposal 2
Ratification of the appointment of Crowe HorwathR.to serve as our independent auditors for thalfigear ended December 25, 2009.

For Against Abstain
33,799,29¢ 403,035 329,065

Proposal 3

Amendment of the existing New Dragon Asia Corparatquity Incentive Plan to allow for the grantestricted stock and for grants to
employs.

For Against Abstain
31,787,64¢ 2,577,974 165,777

Proposal 4
To amend our Certificate of Incorporation to effageverse split of our Series A Common Stockrattia of 1 for 10.

For Against Abstain
31,953,211 2,526,28¢ 51,900

Iltem 5. Other Information.

There have been no material changes to the proestiyrwhich security holders may recommend nomiteefisee Company’s board of

directors.

Iltem 6. Exhibits.

Exhibit
Number Description

2.1 Share Exchange Agreement dated as of Decembe0Q8, (thcorporated herein by reference from oundilon the Definitiv
Proxy 14/A filed on October 11, 2001).

3.1 Amended Articles of Incorporation (incorporateetewith by reference to Exhibit 3.1 to our Defirét Proxy 14/A filed o
October 11, 2001).

3.2 By-laws (incorporated herewith by reference tdiBk 3.2 to our Definitive Proxy 14/A filed on Qaiter 11, 2001).

3.3 Certificate of Designations of Preferences, Rightel Limitations of the Series A 7% Convertible Bregd Stoc
(incorporated herewith by reference to Exhibit 8 bur Form 8-K filed on July 12, 2005).

3.4 Certificate of Designations of Preferences, Rightsl Limitations of the Series B 7% Convertible Brefd Stoc
(incorporated herewith by reference to Exhibit & bur Form 8-K filed on December 23, 2005).

4.1 Subscription Agreement, dated September 4, 2008oi(porated herewith by reference to Exhibit 4.1oty Registratio
Statement on Form S-3 filed on October 3, 2003).

4.2 Subscription Agreement, dated October 3, 2003 (pmated herewith by reference to Exhibit 4.2 ta ®egistratio
Statement on Form S-3 filed on October 3, 2003).

4.3 Common Stock Purchase Warrants for the SeptemI2908 Private Placement (incorporated herewitheigrence to Exhit
4.3 to our Registration Statement on Form S-3 filedctober 3, 2003).

4.4 Common Stock Purchase Warrants for the Octobef@3 Private Placement (incorporated herewith bgresfce to Exhib
4.4 to our Registration Statement on Form S-3 filedctober 3, 2003).

4.5 Form of Warrant issued to Midsummer Investment atatl Islandia, L.P. (incorporated herewith by refiee to Exhibit 4.1

our Form 8-K filed on July 12, 2005).
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4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

Form of Warrant issued to Alliance Financial, LLRenaissance Advisors BVI, John F. Steinmetz, TNit@agquities, Ltd
and Kathleen McDonnell (incorporated herewith bigrence to Exhibit 4.2 to our Registration StatehenForm S3 filed or
August 11, 2005).

Securities Purchase Agreement, dated July 11, 2@0&ting to the sale of the Series A 7% ConvestiBreferred Stox
(incorporated herewith by reference to Exhibit 1. bur Form 8-K filed on July 12, 2005).

Registration Rights Agreement, dated July 11, 2@5and among New Dragon Asia Corp. and the investamed there
(incorporated herewith by reference to Exhibit 14@.»ur Form 8-K filed on July 12, 2005).

Form of Warrant issued to Midsummer Investment bt Islandia, L.P. (incorporated herewith by refiee to Exhibit 4.1 -
our Form 8-K filed on December 23, 2005).

Form of Warrant issued to Alliance Financial, LLIRgnaissance Advisors, Inc., John F. Steinmetz, @pit&@l Equities, Ltc
and Kathleen McDonnell (incorporated herewith bigrence to Exhibit 4.2 to our Registration StatetenForm S3 filed or
January 20, 2006).

Securities Purchase Agreement, dated December0R3, 2elating to the sale of the Series B 7% CdiblerPreferred Stoc
(incorporated herewith by reference to Exhibit 11®. bur Form 8-K filed on December 23, 2005).

Registration Rights Agreement, dated December Q@52by and among New Dragon Asia Corp. and thestors name
therein (incorporated herewith by reference to BiHi0.2 to our Form 8-K filed on December 23, 2005

Registration Rights Agreement, dated December @252by and among New Dragon Asia Corp. and Nevwg@ma-ood Ltc
(incorporated herewith by reference to Exhibit #h.%ur Registration Statement on Form S-3 filedlanuary 20, 2006).

Sinc-Foreign Joint Venture Contract for the New DragosiaAFlour (Yantai) Company Limited, dated June 99¢
(incorporated herewith by reference to Exhibit 1@ bur Registration Statement on Form S-3 filedDmtober 3, 2003).

Subcontracting Agreement, for the New Dragon Ad@uf (Yantai) Company Limited, dated June 26, 198®orporate
herewith by reference to Exhibit 10.2 to our Regitévn Statement on Form S-3 filed on October 330

Sino+oreign Joint Venture Contract for the New DragosiaAFood (Yantai) Company Limited, dated Novemb@r 299¢
(incorporated herewith by reference to Exhibit 14@.®ur Registration Statement on Form S-3 filedDmtober 3, 2003).

Subcontracting Agreement, for the New Dragon Asiaod- (Yantai) Company Limited, dated December
1998 (incorporated herewith by reference to ExHiBi4 to our Registration Statement on Fori® f8ed on October 3, 2003

Sinoforeign Joint Venture Contract for the New DragasiaAFood (Dalian) Company Limited, dated Novembgr 799¢
(incorporated herewith by reference to Exhibit 11.5ur Registration Statement on For-3 filed on October 3, 2003
Subcontracting Agreement, for the New Dragon Agiad=(Dalian) Company Limited, dated December 2881@ncorporate
herewith by reference to Exhibit 10.6 to our Ragiévn Statement on Form S-3 filed on October 320

Sino+oreign Joint Venture Contract for the Sanhe Newgon Asia Food Company Limited, dated November 1Z8¢
(incorporated herewith by reference to Exhibit 14@. dur Registration Statement on Form S-3 filedDmtober 3, 2003).

Subcontracting Agreement, for the Sanhe New Drafggia Food Company Limited, dated December 26, 1@88orporate
herewith by reference to Exhibit 10.8 to our Regisbn Statement on Form S-3 filed on October 8330
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32.1

32.2

Employment Agreement between New Dragon Asia Canmpl. Peter Mak, dated November 2, 2004 (incorporagedwith b
reference to Exhibit 10.9 to our Form 8-K filed &ume 29, 2005).

Employment Supplement between New Dragon Asia Camng. Peter Mak, dated June 22, 2005 (incorporageewhith by
reference to Exhibit 10.9 to our Form 8-K filed &ume 29, 2005).

Supplementary Agreement to Employment Agreementdzet New Dragon Asia Corp. and Peter Mak, datediatstn20
2006 (incorporated herewith by reference to ExHibitLO to our Form 8-K filed on January 24, 2006).

Equity Incentive Plan (incorporated herewith byerehce to Exhibit B to our Definitive Informationafement on Schedt
14C filed on March 14, 2006).

Stock Option Agreement between New Dragon Asia Cang Peter Mak, dated December 13, 2006 (incorpataerewith b
reference to Exhibit 10.1 to our Form 8-K filed December 15, 2006).

Settlement Agreement and General Release betwegrDegon Asia Corp and Bel-Shino Securities Inc., dated August
2007 (incorporated by reference to Exhibit 10.bto Form 8-K filed on August 15, 2007).

Employment Agreement dated April 1, 2009 betweenvNEragon Asia Corp. and Ling Wang (incorporatedeleth by
reference to Exhibit 10.1 to our Registration Steat on Form S-8 filed on May 8, 2009).

Certification of Chief Executive Officer pursuatat Rule 13A-14(A)/15Dt4(A) of the Securities Exchange Act of 1934
adopted pursuant to Section 302 of the Sarbanesy@dt of 2002, filed herewith.

Certification of the Principal Financial Officer fswant to Rule 13-14(A)/15C-14(A) of the Securities Exchange Act of 1¢
as adopted pursuant to Section 302 of the Sarb@rkes- Act of 2002, filed herewith.

Certification of Chief Executive Officer Pursuant18 U.S.C. 1350 (Section 906 of the SarbaDeley Act of 2002), file
herewith.

Certification of Principal Financial Officer Pursauao 18 U.S.C. 1350 (Section 906 of the Sarb-Oxley Act of 2002), file
herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

NEW DRAGON ASIA CORP.

Dated: August 10, 2009 By: /&l Li XiaWang

Name: Li Xia Wang (Principal Executive Office
Title: Chief Executive Officer

Dated: August 10, 2009 By: /s/ Ling Wang

Name: Ling Wanc
Title: Chief Financial Officer (Principal Financiahd Accounting
Officer)
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Exhibit 31.1
CERTIFICATION

I, Li Xia WANG, certify that:
1. | have reviewed this quarterly report on Forn-Q of New Dragon Asia Corp.

2. Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dactmit to state a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly repc

3. Based on my knowledge, the financial statementsofimer financial information included in this qgteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report.

4. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and hav

(a) designed such disclosure controls and proceduresused such disclosure controls and proceduies tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegah

(b) designed such internal control over financial réipgy or caused such internal control over finahi@porting to be designed un
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; anc

(d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affdtte registrant’s internal control
over financial reporting; ani

5. The registrar's other certifying officer and | have disclosedsdmon our most recent evaluation of internal @miver financial reportin
to the registrar's auditors and the audit committee of regis’s board of directors

(a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; anc

(b) any fraud, whether or not material, that involveaniagement or other employees who have a significéain the registra’s
internal control over financial reporting

Dated: August 10, 20C By: /s/Li Xia WANG

Li Xia WANG (Principal Executive Officer
Chief Executive Office




Exhibit 31.2
CERTIFICATION
I, Ling Wang, certify that:
1. | have reviewed this quarterly report on Forn-Q of New Dragon Asia Corp

2. Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dactmit to state a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly rep

3. Based on my knowledge, the financial statementsofimer financial information included in this qgteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

4. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

(a) designed such disclosure controls and proceduresused such disclosure controls and proceduies tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegah

(b) designed such internal control over financial réipgy or caused such internal control over finahi@porting to be designed un
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affdtte registrant’s internal control
over financial reporting; an

5. The registrar's other certifying officer and | have disclosedsdmon our most recent evaluation of internal @miver financial reportin
to the registrarl’s auditors and the audit committee of regis’s board of director:

(a) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ani

(b) any fraud, whether or not material, that involveaniagement or other employees who have a significéain the registra’s
internal control over financial reportin

Dated: August 10, 20C By: /s/Ling Wang
Ling Wang
Chief Financial Officer (Principal Financial and dinting
Officer)




Exhibit 32.1

Pursuant to Section 906 of the SarbaBatey Act of 2002 (subsections (a) and (b) of SBcfi350, Chapter 63 of Title 18, United States @
each of the undersigned officers of New Dragon &uap. (the “Company”), does hereby certify, tolsofficer's knowledge, that:

The Quarterly Report on Form 10-Q for the quartetesl June 25, 2009 of the Company fully compliesilli material respects, with the
requirements of section 13(a) or 15(d) of the SéearExchange Act of 1934, and the informationtadred in the Form 1@ fairly presents, i
all material respects, the financial condition aesllts of operations of the Company.

Dated: August 10, 2009 By: /s/ Li Xia WANG

Li Xia WANG (Principal Executive Officer
Chief Executive Office

Dated: August 10, 2009 By: /s/ Ling Wang
Ling Wang
Chief Financial Officer (Principal Financial and dinting
Officer)




