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Master Kong commits to bring consumers
peace-of-mind, It is also the cornerstone of
our thriving growth
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In 2012, the Group's turnover was US$9,211.852 million, an increase
of 17.10% compared to that of 2011. The growth rates for turnover of
instant noodles, beverages and instant foods were 10.23%, 23.31%
and 16.19% respectively. In the fourth quarter, the Group’s turnover
was US$1,732.912 million, 13.82% higher than the same period last
year. The performance in the fourth quarter was below forecast due
to (1) when compared to 2011, the later China New Year holiday did
not benefit fourth quarter sales; (2) improper hostile attacks by a direct
competitor using Diaoyu Islands incident, to incite consumers to boycott
the Company'’s products; and (3) planned maintainance of a lower level
of inventory for Ready-to-drink (RTD) tea to prepare for the promotion
of 100ml capacity upgrading on tea drinks in January 2013. During
the year, the Group's gross margin increased by 3.36 ppt. to 29.90%
when compared to same period last year, benefiting from the drop in
cost of raw materials, optimizing organizational efficiency and enlarged
economies of scale.

In 2012, the Group effectively controlled its marketing and logistics
expenses by means of strategic advertisement that enhanced its brand
as the leader in the PRC market. Due to the intense competition and
increase in media promotion expenses, the Group's distribution costs
as a percentage of total sales, increased by 3.44 ppt, to 20.26% as
compared to 2011's 16.82%. Administrative costs as a percentage
of total sales also increased by 0.87 ppt. to 3.28% mainly due to the
increase in labour cost and finance costs increased by US$23.301
million to US$32.673 million mainly due to (1) the issue of a five year
long term notes to fund capital expenditure and (2) after the business
combination, the increased bank borrowings of Pepsi. During the year,
the Group maintained a stable and healthy finance structure with

/8 ‘ Btz ERAT TINGYI (CAYMAN ISLANDS) HOLDING CORP.



FAREERBERIFBEMNIRIESRRK
BERARRSTE - FIEHHA2011FH
163,272 FEL EFAZE 20124 /89227,763
FET BEEBRMER2751%REF
EFA288EENE TERHNZHA
BFRrMNBREERS B HATE 2012
FHBRANE MEBE - TEREHNRF
(EBITDA) A1,199,917 T X7t - £BFF|
/600,129 F &L AR RIKREEIL
i M &455,171 F & T - B A F B H A8
Lt » EBITDA » SEELFFE R AR AR K
FE A % A 2 Bl £ F+25.64% ~ 20.10% &
8.49% - FRAF A8 14FEN  HEF £
F0.63 =11l -

20124 3 A 31 BHAAR]E PepsiCo A Bl
RO TS SRS B B IE SRR AL - SRR B
% PepsiCofi I B RAMBHRBIZERBR
ANEAEMERREZERD(—RFEAE
ERMESHAT) 5% Ea - FEAMERS
7 [% Bl #5 75 PepsiCo 2 B 1A H B 7 HY &
KEE  RAMBAIBERRE HERDH
PepsiCo i R BB IE B MG 6k om © B B UL 3
BEHANFARNTERARQR2011F 11
A4H -2012%3H31H 2 2% %2012
F1H20 AL A@BE AT - AILE
A BFTELE 2 189,859 F F LAy Uk B
BREERIINAEA R GRE R =R 2 H Ay
Wz R S A A -

HEAER

2012 M= XI5 E%/5 3,959,782 F
X REFRB EFA1023% @ (hER&E
B S EEERA2.99%  HAKREREFE
FMmAEEReERANHEERES BIET
717% % 11.84% B & + %z R E
EFZREMBERNERREEKRAEE
BE EAERALEA277TEESEHE
30.01% - 75 (B4 55 25 &9 IR 3R B 16 )3 T 80
EEREF5.72% £ 320,992 F=T °

| BEE

I

k=]113

TEmEZS T Management Discussion and Analysis /

strong cash flows. Income tax increased from US$163.272 million in
2011 to US$227.763 million in 2012, resulted an effective tax rate of
27.51% which represented an increase of 2.88 ppt. when compared
to the previous year. The increase was attributed to the expiry of the
tax preferential treatment of most of the Company’s PRC subsidiaries.
In 2012, earnings before interest, tax, depreciation and amortization
(EBITDA) was US$1,199.917 million, the Group’s profit for the year
was US$600.129 million and the profit attributable to owners of the
Company was US$455.171 million, increases of 25.64%, 20.10% and
8.49% respectively when compared to the previous year. Earnings per
share was US 8.14 cents, an increase of US 0.63 cents from last year.

On 31 March 2012, the strategic alliance between the Company and
PepsiCo in the beverage business in the PRC was formally established.
After the completion, PepsiCo indirectly held 5% interest of Tingyi-
Asahi Beverages Holding Co., Ltd. ("TAB") (a company that holds the
Group's beverage business) and the bottling assets in the PRC previously
held by PepsiCo are owned by TAB. And the Company is exclusively
manufacture, sell and distribute of PepsiCo non-alcoholic drinks in
China. Details for the business combination may refer to the Company’s
announcement and circular made on November 4, 2011, March 31
2012 and January 20, 2012 respectively. A gain on bargain purchase of
US$189.859 million from this business combination was recognized in
"“Other revenue and other net income” in the Condensed Consolidated
Income Statement.

INSTANT NOODLE BUSINESS

In 2012, turnover for instant noodle business amounted to
US$3,959.782 million, an increase of 10.23% from the previous year,
and represented 42.99% of the Group's total turnover. Turnover for the
high gross margin bow!l noodles and high-end packet noodles increased
by 7.17% and 11.84% respectively. Gross margin increased by 2.77ppt.
to 30.01% due to the drop of main raw material prices such as palm
oil and the effective control of production cost. Profit attributable to
owners of the Company from the instant noodle business grew by
5.72% from last year to US$320.992 million.
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According to AC Nielsen’s latest report in December 2012, Master
Kong's December sales volume and value of instant noodles reached
43.8% and 56.0% of the market share, with 2.9ppt and 0.3ppt growth
respectively and they continued to be No.1 in the market. In May 2012,
Master Kong hosted the 8th World Instant Noodles Summit in Tianjin.
The Group’s Chairman Mr. Wei Ing-Chou was elected the Director
General of the World Instant Noodles Association, enhancing the
Group's corporate image and influence in the instant noodle industry.

Master Kong enriched the noodle ingredients and launched new
packaging for its four major popular products, started promotional
events under the “Ingredients New Experience” theme, publicized
widely the product upgrade information, improved the product vitality
and strengthened the leadership of its popular brands. For Master Kong
pickled mustard series bucket, the ingredients in pickled packs have
been increased by 50% to enhance market competitiveness. To reward
consumers with more practical benefits and promote growth, Master
Kong launched a promotional activity for its “Pickled” series and “Lu
Xiang” series, for which consumers can enjoy a free ham sausage for
every bowl noodle. Sales of the pickled series increased by 40% in
the fourth quarter, and the Lu Xiang Series increased by 127% on a
quarter-on-quarter basis. While strengthening cash flow-generating
products, we developed new products actively, and launched three new
tastes in the market to enrich the choice of consumers, and to cater for
the tastes of regional consumers. For abundant pack products, brittle
kelp and beef noodle, preserved vegetable and pork ribs noodle, Daodu
Cai bamboo shoots and beef noodle have been launched in the market
with mass production in late December 2012.
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“Treasures”, "Jin Shuang La Mian"”, “Hao Zi Wei” and “Super
Fumanduo” medium-priced noodle underwent upgrades and changes
to enhance their market competitiveness. The original tastes have
obvious competitive advantages, and the new tastes have also been
recognized by the market, with an increase of 28% for the full year. As
for the new fried crispy noodle product, “Xiang Bao Cui”, after being
launched in the market in August 2011, its sale volume has achieved
new records repeatedly, with an increase of 102% for the full year.

As for logistics, we adopted standardized integration in factory
management, shipment management, distribution center management,
the integration of transportation, loading and unloading, the
optimization of the supply chain and the establishment and
management of distribution centers and improved the distribution
speed, so as to ensure smooth distribution during the Spring Festival,
and improved the competitiveness of logistics. As for production
management, Master Kong completed the automated operation of the
integrated box production process and the equipment reform of “Xiang
Bao Cui” to promote standardized operation. New suppliers of raw
materials were identified and existing manufactures were integrated
to reduce production costs. Automated equipment and photographic
detection equipment were continuously developed and standardized to
ensure that there was no defect in the launch of promotional items. As
for cost management, Master Kong continuously promoted gross profit-
improvement projects and strived to reduce costs through optimizing
supply efficiency (inclusive of transportation, loading and unloading,
supplier integration and development). New second-generation instant
noodle factories in various regions will be completed successively in
the future, which will bring more contribution to brand marketing,
improvement of quality and decrease in costs.

#5
':,l‘t}i"l‘-u;{(li R

2012 Annual Report 3§ ‘ 2/






mEHE
F R B RURHT R BEIE R G TR 4R
& AC Nielsen 12 AMIEIEE R - SARH(T

ER202FEREENRIN% Ba
A GDP » 3 3 Bl A 2000 4F LA 2R 371K 25
RS EEBLENEH EEH HE
EHRRARMBERE - AL EM
BERREEMINEERL - BREHTERIR
EARENRERRK - TEEHNESET -
REMEME EMRABTENDRE - Z5K
BEREE R - CEHBENCEREUARY
FHRANES  BEEFHNTaEAREED
Bl SEMRBINPFZED - BIEK
A FRRE - BIR ERIERIR 0 2012 FEIFEAT
BRMEERR  RAERLEEN—F
K IEXE S T RAEATBEMISHRATT
2 REEBENMA -

Q0RFAEBHREXELEXETRLKE
23.31% » 4,930,961 T X7t ' (h &£ &
BRI 5353%  SERTERME
WAPET BH R AEHIBAR T - @ EFER
EFRA3EE » 2 E29.62% * £
MEEXENBREEGEFN EF78.75% =
137,942 &L o M EAEE R BN E
PepsiCo fY BX B B B8 50 A 18 2 A < BB s
BRWEE: RMBR L HRREERE
95,000 F 3T B R HA 81 0 55 3£ A IR R E
G A) o

#E AC Nielsen 2012F 12 A T &I B
T AEENSRERI2AHEEETEMN
BERATS%  REMHESMA  BE
K BERARBEBEAKIEEEMSEE
K5 3l 520.6%,27.0% % 33.9% © FAE
MHEZM -

| BEE

I

k=]113

TEmEZS T Management Discussion and Analysis /

BEVERAGE BUSINESS

During the year, the overall growth of the beverage industry in the PRC
slowed down. According to AC Nielsen, in December 2012, in terms of
sales volume, the overall growth of the beverage industry was 9.1% in
2012, which was slightly higher than that of GDP but the lowest growth
since 2000. At the same time, the trend of consumption of beverages
favoured new taste and affordability, while consumers’ requirements
have been changing to development-and-enjoyment-oriented
consumption, which indicates that consumers are more concerned
about food safety and function preference and the beverage industry is
entering an era of health and quality. Master Kong and PepsiCo, as two
leading companies in the beverage industry have entered into a strategic
alliance that provided a better platform for integrating innovation and
R&D capabilities and capitalizing on the synergies of costs, brands
and resources to better compete in the changing market conditions
of sluggish economic environment and intensified competition from
competitors. 2012 was a year of historic significance to Master Kong
and PepsiCo, and also affirmed Master Kong's leading position in the
beverage industry in the PRC.

In 2012, turnover for beverage business increased by 23.31% to
US$4,930.961 million as compared to last year, representing 53.53% of
the Group’s total turnover. During the year, gross margin of beverage
business increased by 3.95ppt. to 29.62% mainly due to the decrease
in costs of key raw materials such as PET resin and sugar. Profit
attributable to owners of the Company from the beverage business
was US$137.942 million, an increase of 78.75% from last year. The
profit growth was mainly due to the gain on bargain purchase from the
strategic alliance with PepsiCo. After non-controlling interest, US$95
million was attributable to owners of the Company from the beverage
business.

According to the latest study by AC Nielsen in December 2012, in terms
of sales volume, Master Kong's RTD tea had a market share of 47.5%
in December, which again was the leader in the market. Market shares
for the Group's bottled water, diluted juice and carbonated drink (CSD)
in December were 20.6%, 27.0% and 33.9% and ranking them No. 2
respectively in the market.
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Master Kong Beverage, RTD tea, bottled water and fruit juice remained
as the major products and continued to consolidated their leading
positions.

For RTD tea, thanks to the penetrating concept of healthy diet, saw a
sharp rise in sugar-free beverages represented by tea drinks made from
tea-leaves. In light of this, Master Kong introduced the Teahouse series
to attract consumers with the genuine flavor of tea. The Teahouse series
has four different flavors, namely Green tea, Jasmine Tea, Oolong tea
and Tie Guan Yin tea. For the milk tea, in the winter, we launched a
special campaign to promote our milk tea series as a hot drink with a
more fragrant flavor, by making more efforts to promote the time for
drinking milk tea and enhance the ultimate brand name.

For Bottled water, we set up more production facilities for mineralized
water, in order to benefit from economies of scale, reduced costs and
reinforced our core competitive strengths through ultra-large production
scale and efficient distribution networks. For natural water, we continue
to build Master Kong brand with glycol, natural and pollution-free.
Meanwhile, we are actively looking for natural water sources in China
to set up more resource bases.

For Fruit juice, we innovated and refined our products constantly
under our duo brands strategy — “Master Kong Juice” and “Fresh Daily
C". Master Kong launched a haw-flavored fruit juice after the Pear
Juice, which posted a new sales record in the PRC market in the year.
Meanwhile, we introduced a Chinese traditional health preserving
beverage series called “Traditional Fruit Mix" in response to the demand
in the market. So far, we have launched “Honey Pomelos” and other
new products will be introduced gradually. This not only diversified the
offerings of traditional beverages, but also enriched the choices for
consumers.
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For Pepsi Beverage, upon establishment of the strategic alliance, the
Company promptly adjusted its organizational and operational pattern
by re-establishing a bottling plant-oriented streamlined team guided
by the concept of headquarter serving the front line, and delegating
appropriate responsibilities and powers to our front line staff. We have
maintained the stability of our staff team, raised the morale of our staff
and achieved a smooth transition.

In respect of marketing strategy and access strategy, Pepsi Beverage
adopted a more aggressive approach. In the third quarter, it launched
the strategy of “more value for the same price” by offering additional
100ml for every 500ml of carbonated drinks and additional 25% for
every 1 liter of fruit juice, which helped to attract consumers amid a
stagnant market. According to Canadean, Pepsi performed better than
its competitors recently with a growth rate of 10ppt. higher than that
of its competitors in a quarter, the first time in its history. In respect of
access strategy, Pepsi Beverage made more active efforts to exert its
competitive edges in the distribution and the pipeline price of products
in small packages. The activity under the theme of “Bring Happiness
Home" during the Spring Festival won an overwhelming victory
over competitors for the second consecutive year and received good
responses from consumers. In respect of brand strategy, Pepsi Beverage
continued to implement a fully integrated marketing strategy based
on music, with a view to reinforcing its leading position and influence
as an iconic brand for youngsters and leading the long term sustained
development of cola products.
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Mirinda is the top brand among fruit flavored carbonated beverages.
It aims to meet the demands of various consumers and lead the
development of beverages in the same category via a combination of
flavors. The newly launched juicy peach and ebony flavored products will
help it to achieve a more comprehensive flavor-based regional coverage,
enhance its competitive edges and consolidate its leading position.
7-Up has become a significant contributor to our results by leveraging
on its flexible value strategies which comprise the psychological value
strategy of “adding positive energy for daily life” and the consumer
value strategy of “most worth sharing”. Mountain Dew is very popular
among the daring youngsters by virtue of its fashionable design and
unique brand proposition. It maintained rapid growth with prominent
potentials by upholding a coherent promotion strategy to capture the
attention of the youngsters.

Tropicana has hit consumers’ core demand for juice drinks with a target
that “Fresh delicious fruits are natural nourishing and can inject vigor
into you"” and started using new celebrity spokesperson Cai Yilin to
establish the themed campaign of “Enjoying Tropicana for blooming
vigor”. In terms of products, Tropicana has established a double product
line strategy of Tropicana Fruit Grain and Tropicana Fruit Fun to satisfy
consumers’ demand for fruit juice with and without fruit grains. The
new product, Tropicana Fruit Fun Golden Orange Kiwi Fruit Juice, has
been successfully introduced in September 2012.

Milk tea was the most rapidly growing beverage product in 2012.
To capture this business opportunity, Pepsi Beverage has successfully
introduced Lipton English Milk Tea to build its unique English positioning
and leverage on the differentiated package and price positioning to gain
the choice of consumers. “Lipton for a while and then starting out” will
definitely give rise to a new milk tea tornado.
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Sports drink market continued to maintain double-digit rapid growth.
By keeping focused on Sports drink, Gatorade will seize strategic sports
pipelines and sports groups, fully extend new drinking crowds and
consolidate loyal consumer groups to establish its leading position in
the functional drink market through the taste, package and brand-new
communication platform, the expansion of market distribution, making
full use of the influence of “Showdown in heart” and capitalizing on
the world’s leading NBA platform and sports assets.

Master Kong continued to propel the healthy sustainable development
of the industry and offered safe, reassuring, nutritious, healthy
and delicious products to consumers by insisting on scientific and
technological innovation and strictly controlling food safety. Meanwhile,
with an aim to guide the healthy sustainable development of the
beverage industry, we have put more emphasis on construction
resources and energy saving, strengthened water resource reuse and
cut energy consumption to set ourselves an example to continuously
pass positive energy to enterprises, the society and the pubic. For the
purpose of energy saving, we have introduced rinse-free technology
such that water consumption during production has been decreased
significantly. At the same time, we have further improved production
processes such that the usage of electricity in bottle production and the
emission of carbon in logistics and transportation has been reduced.
For production efficiency improvement, through improved production
processes and equipment, we have enhanced resource utilization and
achieved remarkable results. With outstanding performance achieved in
energy saving and emission reduction and sustainable development, a
total of 33 companies have been granted the award “2012 Outstanding
Enterprises in the Chinese Beverage Industry for Water and Energy
Saving” from China Beverage Industry Association.
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In future, Master Kong will put greater efforts in consumer
communication and brand building. In 2013, the package of RTD tea
will be changed with a capacity upgrade from 500ml to 600ml in order
to reward consumers for their long-term favorite and support. For the
development of continuous sources of natural mineral water, we have
recently found appropriate water sources in Eastern China and Southern
China and planned to accelerate investment and plant construction in
2013 in order to bring them rapidly to market and consumers. As for
Pepsi Beverage, it will increase market investment to expand its scale
and brand. We will leverage fully on the leading position and resources
over all products in the beverage industry arising from the alliance
and firmly capture the advantage of channels and terminals to actively

deploy new growth points.
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INSTANT FOOD BUSINESS

Turnover of the instant food business in 2012 amounted to US$234.044
million, representing an increase of 16.19% compared to last year, and
2.54% of the Group's total turnover. During the period, gross margin
increased by 2.81ppt. to 39.01% mianly due to prices for major raw
material decreased and upgrading of production facilities. Gross profit
for instant food business increased by 25.20%. During the period,
the Group invested in brand building and restructed sales channel for
instant food business. Profit attributable to owners of the Company
from Instant Food Business was US$3.587 million, a decreased of
44.45% year-on-year.

According to AC Nielsen's survey in December 2012, in terms of sales
value, Master Kong's egg rolls gained a market share of 27.8% in
December and ranked No. 1 in the market. Sales growth for egg rolls
increased 34.7% year-on-year due to upgrading production lines and
expanding capacity. In December, Master Kong ranked No. 2 in the
sandwich cracker market with market share of 22.8%. The Group's
crackers gained 7.6% market share in the China cracker market and
ranked No.2. For Master Kong snack food wafer stick, because of the
successful promotion, sales grew by 112.04% year-on-year.

In 2013, instant food business will focus on improving the industrial
layout and profit structure to strengthen brand investment and
consumer promotion in respect of core products such as sandwich
crackers, muffins and egg rolls, and reasonably control marketing
expenses by adopting an accurate sales strategy. In addition, we will
increase profitability by matching with the strategy of operating various
instant food products, actively cooperating with strategic partners and
develop innovative instant leisure food products.

Calbee (Hangzhou) Foods Co., Ltd., a joint venture established by us,
Calbee and Itochu, is expected to commence production in March 2013
and will introduce leisure puffed food made of potato and shrimp in
major regions at the initial stage.
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B2 #7 Management Discussion and Analysis /

FINANCING

The Group continued to maintain a stable and healthy finance structure
through the effective control of trade receivables, trade payables, cash
and inventories. In the volatile financial market, the Group believe it to
be appropriate to maintain sufficient cash balances. At 31 December
2012, the Group’s cash and bank deposits totalled US$837.898
million, an increase of US$237.846 million from the previous year. The
Group's total assets and total liabilities amounted to approximately
US$7,473.263 million and US$3,976.018 million respectively,
representing increases of US$1,664.489 million and US$853.510 million
respectively when compared to 31 December 2011. The debt ratio
decreased by 0.56 ppt. to 53.20% as compared with the same period in
2011.

On 20 June 2012, the Company issued a five year US$500 million
3.875% per annum Notes. The Company has used the proceeds of
the Notes to finance capital expenditures and the strategic alliance
arrangement of the Group and PepsiCo, to repay certain bank loans and
for working capital and other general corporate purposes.

At the end of 2012, the Group’s total borrowings increased by
US$234.395 million to US$1,484.472 million. The borrowings were
mainly used for production facilities and working capital. The Group's
proportion of the total borrowings denominated in foreign currencies
and Renminbi was 88% and 12% respectively, as compared with 94%
and 6% respectively last year. The proportion between long-term loans
and short-term loans was 66%: 34%, as compared with 44%: 56% for
2011. The Group's transactions were mainly denominated in Renminbi.
During the year, the exchange rate between Renminbi and US dollars
maintained stable and had no significant impact on the Group.

EREENEELE -
Financial Ratio
BE12A31HL
For the year ended
31 December
2012 % 20114
BURK on B8 A Finished goods turnover 12.11Days/H 8.87Days/H
FEU R SR B2 HR Trade receivables turnover 7.69Days/ B 6.56Days/H
mENEL & Current ratio 0.71Times/ & 0.59Times/fZ
FRERERLE
CHEERER AR Gearing ratio (Net debt to equity
AR R E) attributable to owners of the Company) 0.25Times/{& 0.31Times/fZ

BELE(REERYRAEE)

Debt ratio (Total liabilities to total assets)

53.20% 53.76%
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2# Management Discussion and Analysis /

QUALITY ASSURANCE

Food safety and product quality deserve to be the top priorities
in respect of life health. As a leading enterprise in the food and
beverage industry, Master Kong shoulders important responsibilities of
safeguarding food safety and quality . We has always taken food safety
risk control as the top priority, and has set up a food safety department
for this purpose to strictly control product quality safety.

At the same time, the Group has formed the 1SO220000 management
system to implement comprehensive control over food safety and
established the food protection management mechanism to prevent
the occurrence of food safety accidents. The Group has also propelled
the six sigma management mode and implemented more meticulous
management of quality improvement and started using the QM (Quality
Management) module in the ERP system to manage the delivery and
control of quality control information in a timely manner.

Master Kong has consistently implemented the philosophy of whole-
process safety and quality control. A full range of multi-level food safety
firewall has been formed by improving the source control mechanism,
strictly implementing feed control, maintaining the safety of system
design, carrying out production process hazard management, executing
strict finished product inspection and perfecting the verification
mechanism and paying attention to food safety in the circulation
field. From the most upsteam product design to end-sales, we have
established a rigorous risk prevention and inspection management
mechanism in every aspect to ensure food safety.

The enterprise’s life lies in food safety and quality control, and food
safety assurance is a key variable for the future development of the
enterprise. There is a long way to go for the construction of food safety
and quality assurance. As a leading brand in the food industry, Master
Kong shall be incumbent on undertaking the mission of leading food
safety and quality assurance in the industry.

2012 Annual Report fE 3§ ‘ 3/



| BEEETITWELD M Management Discussion and Analysis /

EERE

REREEMNSRE - A8cFE Al -
REMETEEANEERE  BlLEERE
ARG - HREERE LS HEEEE
NEMITENBREMA - B IEZ2012F
A FEHEEABIIREETHRARL
607 (FEEZIHAEE °

FEMEEEET MM & EE LK
ER20NFREKRIEERE  EHE
MEMEPEESEP - RBEEEENR
KBRS - FABY  BEERRISK
EIRE : TR 2013F B EBEA % EK
BRIZE - BEEINFEAMN2012F 10 A 1F
AR ERFA R BEMARNE—
KB ERE T - B2 e g R 3E
TRBE BRI AEEA - HAEEE—FSHEF
ARERREESEZT S FERAFE
A BRTEERBERL  BRATKRES
FEEBRE - REZHTIHRBER
2013FF—FRE  KRFHZEHIKRE
RmkEm e

PRODUCTION SCALE

In order to realize fast, automatic and labour saving production, Master
Kong has been expanding production scale and optimizing production
equipment continuously in order to improving efficiency and support
the leadership position of the Group in the domestic food industry in
terms of production efficiency. As of 31 December 2012, the Group had
119 production plants and 607 production lines in operation.

For instant noodles business, Hangzhou new plant and Jiangbei
plant in Chongging, whose construction was completed at the end
of 2012, were put into production successively. In addition, other
new plants are under design. For beverage business, we continued to
expand water plant distribution, during the year, we have completed
the construction of plants in Langfang, Baotou and Wujiang and
commenced production. More water factories will be put into operation
in 2013. The new Pepsi plant in Zhengzhou has been formally opened
in October 2012 and is the first Pepsi beverage plant opened upon the
strategic alliance between Master Kong and Pepsi. This factory has been
equipped with carbonated beverage and non-carbonated beverage
production lines, which is important for the Group to further explore
development opportunities in central and western regions. The instant
food business continued to optimize the production equipment such
that the automatic improvement for the egg roll equipment has been
completed during the period, and new production lines are planned to
meet the production and sales needs. Tianjing plant phase Il is expected
to commence production in the first quarter of 2013 and various types
of new leisure food will be introduced in the future.
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HUMAN RESOURCES

As at 31 December 2012, the Group employed 79,419 (2010: 64,309)
employees. The increase of employee was due to the strategic Alliance
with PepsiCo. Employees from Pepsi became members of Master Kong.

During the period, the Group continued to perfect the mechanism in
respect of personnel recruitment, selection and cultivation, extend and
improve the selection channel and method for the manpower reserve
and plan and implement talent development gateways. At the same
time, the Group continued to propel the successor echelon plan and the
talent development plan to identify and cultivate potential talents. In
addition, the Group continued to improve the education training system
and adhered to the practical attitude to plan, design and implement
training programs so as to effectively link the education training system
to the talent development system with an aim to enhance the leadership
and management capability of the existing personnel. At the same
time, the Group has planned and implemented a series of staff caring
activities, which continuously helped to improve the corporate image of
the Group.
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