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21 YEARS' CONSISTENT INTERPRETATION OF CHINESE
CULINARY CULTURE

Let everyone tasting delicious dishes is Master Kong's belief. We studied
the traditional Chinese culinary culture in-depth in different aspects:
color, smell and taste to modernize the traditional taste.

ALL FOR THE CUSTOMERS

In 2012, Master Kong survived several food safety incidents as all of its
products met national safety standards and a good reputation was built
up among consumers. Master Kong commits to bring consumers peace-
of-mind, it is also the cornerstone of our thriving growth.

All thanks to Master Kong's dedicated support for the guiding principle
of total quality control “from farm to table” and strict compliance with
the consumer food safety principles. Master Kong invested heavily to
control food safety from the source and closely monitored the upstream
supply chain through tight management of the raw materials and
suppliers.

. Raw material specifications are strictly followed

A. For adherence to strict and rational raw material
specifications, Master Kong prescribes the attributes, quality
indicators and safety indicators to offer quantified and clear
criteria for the sourcing/inspection of raw materials.
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Master Kong develops specifications with strict reference to
the relevant regulatory standards of the State and makes
timely revision and update upon the issuance of the national
safety standards/industry standards/local standards.

Meantime, Master Kong accumulates previous data and
experience to establish stricter specification criteria than the
national standards but still at a rational level, in order to
guarantee the safety of raw materials.

Strengthened control over supplier qualification

Suppliers must have relevant qualification documents such
as the Three Certificates.

Master Kong will carry out on-site investigations on the
production capability, technical capability, quality system,
production conditions, inspection ability and personnel of
a supplier, who would be qualified as a supplier only after
passing such assessment.

Suppliers are managed by different levels, so that suppliers
can grow and make progress along with Master Kong to
ensure the quality of raw materials.

Raw material inspection system

Master Kong focus on the management of incoming
materials, procedures and finished products by monitoring
each stage. These are factors required to be considered at
the beginning of product design and raw material design
stages.

For quality management of raw materials, Master Kong
works out reasonable and practicable inspection frequencies
respectively according to the items set in the raw material
specifications, such as determining the key indicators of
product quality for inspection approval, and other indicators
for monthly, half-yearly and annual inspections.

Meanwhile, Master Kong demands external inspection
reports issued by third parties to be provided by suppliers on
the indicators required in the specifications. It also conducts
sample inspections and third party inspections from time to
time, so as to ensure the quality and safety of raw materials.
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IV. Supplier tracing system

A.  Master Kong sets up a supplier tracing system to guarantee
the quality and safety of products from the source of raw
materials.

B.  Master Kong comprehensively assesses and traces the
rationality of established raw material specifications, the
inspection records of raw materials and the inspection
status of safety indicators, as well as management ability
of suppliers at the source, ensuring the safety of the entire
supply chain.

C. Master Kong traces the original source supplier of its
suppliers, conducts field visits and learn about their
capabilities in production, technology and quality control,
thus assuring the safety of suppliers’ raw materials source.

V.  Pre-warning mechanism for food safety risk

The research and development center has food safety regulation
posts in place, which are capable of grasping information about
domestic and overseas food safety and quality frequently,
releasing potential risks warning bulletin and coping with them as
special cases.

Food safety has always been the core concern for Master Kong
through the combined efforts on energy-saving and environmental
protection, social charities, talent development and cross-strait
cultural exchanges. Also, Master Kong was awarded the honor of
“the Most Socially Responsible Enterprise”, which was organized
by People’s Daily, and the honorary title of “Chinese Brands
Leading the Future (3IBARKRAFEFIE)", as well as being
recognized and acclaimed at the important annual conference on
food safety.
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ALL FOR THE PARTNERS

Master Kong treats “people” as the core, committed to develop the
maximum value of people-oriented. With well-developed policies
regarding talents selection, development, allocation and retention,
Master Kong continues to develop and retain talents. Externally, we
implement the recruitment and training mechanism, in order to retain
manpower to cope with business growth; internally, we actively take
care of employees’ daily living, organize a wide range of training courses
to improve their professional quality to tackle various challenges.
We offer market-competitive salary for staff, and a fair and impartial
appraisal system to encourage employees for self-challenge. In order
to cultivate next-generation, Master Kong also provides employees’
children scholarship, for the children of employees interested in
further studies to expand their horizons. Taking into account the
development and retention of employees, talent is not only one of the
core competitivenesses of Master Kong's rapid growth, but also the
cornerstone of sustainable development of enterprise.

Excellent partners not only include internal professional staff with
team spirit, but also include external upstream and downstream raw
materials, network supply chain, third-party providers and business
partners. Master Kong's robust growth comes from close collaboration
with partners. Such symbiotic relationship also provides partners with
vision of sustainable development, as well as the opportunity for mutual
growth.
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ALL FOR THE SOCIETY - CONTRIBUTION TO THE
ENVIRONMENTAL PROTECTION

Master Kong upholds the principle of leading the industry development
in a healthy and orderly manner, and contributes to the sustainable
development of society and environment. By following and continuing
those measures in 2011, Master Kong will further implement energy-
saving and emission-reduction while improving production efficiency:

Instant noodle business uses steam as main energy, and through
such measures as employing horizontal ripple expansion points and
maintenance-free vertically rotary expansion points in steam pipelines,
direct flow of hot water in condensed water pots to air-conditioning
system, use of condensed water by hot water pots for heating, increase
retrieved water pipelines, decease bypasses, utilization of hot water in
condensed water pots to heat air-conditioning system, considerable
social benefits have been produced gradually. Through continuous
upgrading to new and world-fastest instant noodle production lines,
and also due to improvements in production efficiency, contributions
to energy saving and emission reduction have been made by each unit
of production capacity. In 2012, Master Kong achieved annual saving
of 38,444 tons of steam and 1,220,500 units of electricity; reduced
emission of 2,195.2 tons of COD and 13.6 tons of ammonia and
nitrogen; saved 275,804 tons of tap water, 73,983 cubic meters of
natural gas and 5,835.4 tons of coal.

In the beverage business, a total of 33 plants (complex plants and
water plants) in 2012 were awarded the title of Outstanding Enterprise
on Energy Saving after passing the examination for qualifying as an
Outstanding Enterprise on Energy Saving organized by China Beverage
Industry Association (hereinafter referred to as “CBIA"). 25 plants
were awarded the title of Outstanding Enterprise on Water Saving
upon passing the relevant examination organized by CBIA. In 2012,
RMB61.521 million was invested by 7 new plants located in Zhangzhou,
Woujiang, Nanning, Nanchang, Baotou, Langfang and Tianjin Plant Il
for sewage treatment projects. Total volume of sewage water treated
reached 16.425 million tons in 2012 and met the third grade national
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discharging standard while outstanding plants in Tianjin and Guangzhou
have met the second grade standard. Through enhancing management
and recovery of concentrated water, variable frequency and energy
saving, recovery of condensed water and other energy and water
saving measures, implementation of the internal management goals
and evaluation mechanism for energy consumption were strengthened,
and select to use water-saving solutions including the deployment of
energy-saving production lines and auxiliary equipment, recycling of
RO and ultra-filtrated concentrated water, recovery of bottle washing
water, as well as the adjusted uses of RO first and second grade water;
energy saving solutions such as addition of variable frequency and
automation on auxiliary equipment, reduction in pressure for bottle
and air blowing, the treatment of water quality and online cleaning of
chilled water in chillers and the retrieval of steam and condensed water
for use were adopted. Master Kong achieved saving of 2.40 million tons
of water, 105 million units of electricity and 165,000 tons of steam in
2012. The consumption of tap water per box of products was 13.01 kg,
representing a decrease of 1.6kg as compared to 2011, consumption of
electricity per box of products was 0.73 units, representing a decrease
of 0.7 units and consumption of steam per box of products was 1.25
kg, representing a decrease of 0.11kg as compared to 2011.

At the CBIA annual meeting with the theme of “Seeking new engine
for the further development of beverages in China”, Master Kong's
beverage business and Pepsi beverage business were both recognized
by the industry for their outstanding performance in the areas of energy
saving, emission reduction and sustainable development. 90 awards
of the “2012 OQutstanding Enterprise on Water and Energy Saving in
China Beverage Industry 2012/ BI&0EL T ¥ E17KETREEF )" were
won. 47 beverage plants received awards of Outstanding Enterprise on
Energy Saving and 43 plants received awards of Outstanding Enterprise
on Water Saving. And the plants under Master Kong & Pepsico alliance
won 57% of all the awards granted in the beverage industry during the
year.
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Instant food business, through various effective measures, including
the installation of smart magnetic card water gauge, the renovation
of water saving pool, the addition of specialized stuffing squeezer,
the conversion of high power motor to variable frequency control,
optimizing the use of energy saving lamps and LED lighting, as well as
the proper adjustment of illumination and height of the lighting in the
production areas, has achieved the goal of saving 30% electricity in
2012. It has invested RMB8 million to construct a new sewage treatment
plant, where the advanced sewage treatment technology “Coagulating
airfloatation + anaerobic EGSB + compound aerobiotic biology method”
was adopted for the treatment system. Automatic egg rolls equipment
utilized heat insulation design to eliminate the loss of thermal energy.
Further investment was made in environmental protection and waste
gas control and a procedure for collecting and purifying waste gas
was performed on the production lines for crispy egg rolls. As a result,
annual saving of 39,100 tons of water used in production and 1.61
million units of electricity and total volume of annual sewage water
treatment reached 365,000 tons in 2012.
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ALL FOR THE SOCIETY - PLANTING HOPE FOR THE FUTURE

Based on the society needs and its own needs of sustainable
development, Master Kong has started the world elite universities
scholarship program, and combined with the resources of Waseda
University, a prestigious university in Japan with over 100 years of
history, and co-operated with seven universities in the cross-strait,
namely Fudan University, Shanghai Jiao Tong University, Tongji
University, Zhejiang University, Shanghai University of Finance and
Economics, National Taiwan University and National Chengchi University,
which expected to support outstanding students between the cross-
strait to further studies around five years.

In the past decade, nearly 10,000 students in total students overseas
further studied in Waseda University, and actively contributed to society.
On the ground of such exchanges, Master Kong decided to co-operate
with Waseda University of the scholarship program with set up fund
of RMB 180 million in total. As for Waseda University, it's not only
the largest amount of donation received from a single enterprise, but
also the highest level of scholarship designed for the Chinese students
overseas. As of the end of 2012, many students, around 128, studied
in Waseda University though this scholarship program, we expect that
totally over 400 outstanding students will further study in Waseda
University in the future.

In order to provide more opportunities to outstanding youths dedicated
to study, in align with the world elite universities scholarship program,
Master Kong synchronously launched the “Master Kong — Waseda
University Creative Challenges” (EEI{E-EREHE XS 815 KEE)
activity, in addition to such seven co-operated universities, which
also offers a special selection opportunity to the youths with the
characteristic of creativity to further study in Waseda University.

“Master Kong - Waseda University Creative Challenges” (EER{#H-F
MR AEZRFPEEIE) beyond the restriction of academic results, but
invite youths to raise more creative ideas about the daily events which
we should concern. After the recognition from the adjudication panel
which comprises with professionals, such youth can be entitled to the

20/ 2 Annual Report B 38 ‘ 43



/ %% &EE Corporate Social Responsibility Report /

€. 5E EROSEMEENRHRER
EEH  AE—SUEEERERBEE
B T AREE -

= m

201263 A 148 BERE WA &5 £
RIERE - REB A2 FEKEE - U
[NRz - KOTBAEE  RABISF
BIRAGKE o EME 12 B 21T T
MHEE - B 2,400 B ERANELEHF 5
ZTRAEMEERT - HWH1,032H 2
HIEHRE BB30ESFHREASE
BRI TESE - AERBEZE IS
REREE B BE14E2EANE-
KBRE  JIRE  BEEZE-RINESR
B tRARNFRAML  SEET—
BT AREERBES  TMERET A
HARMAREREE - &&[/NERE]
AHIBEHATEE  ARRSBEFRE
T AT 2012 FEM[ AmEAN] -

—AHE-RHE KRR

KB RRRERELZ —  RANEE
BIRzZRER BZRR > m@ErE X
BREINKEZE BFREABE -
R B KB XBRBEEDHEHL
ERBFENEAZIBETARYE - M
BRRBERHAHDHE - AP BN
ERSTRARNNE BERESEDmE
B EHE  MEXMERRARKE R
FHEEEAHLERT -

special selection qualification to compete for the opportunity of further
study in Waseda University. In every year, Master Kong held nearly ten
campus talks, in order to invite the youths directly to join such activity
through the internet.

“New generation with creativity and sound bite” Master Kong —
Waseda University Creative challenges (BERI{E-F M K28 5Tk E;
%) started again on 14 March 2012, The competition themed “Small
Charity, Big Action (/NA%E, R1TE))" with deep focus on bottom
level youngsters’ growth through participating in social charities.
City tours were conducted in 12 cities across the strait, nearly 2,400
college students shared their social charity stories and feelings. A total
of 1,032 public welfare proposals were received and 3.50 million
youths supported the tournament through the internet. Meanwhile,
the competition was publicized in 111 higher schools across the
nation, covering approximately 140 million students. After a series of
preliminary contests, training camps and quarter-finals, ten newcomers
excelled in the contest, each receiving an amount of RMB10,000 as the
startup fund for public welfare projects. Social charity activities lasting
for five weeks were carried out across the strait. Finally, the program
“contribute by clicking (/’N@A1E)” won the champion, and the
delegate of contestants Zhang Zhidan naturally became “Public welfare
talent” for 2012.

FOR THE COMMUNITY - CARING THE SOCIAL VULNERABLE
GROUPS

Salvation and helping the poverty is one of the traditional virtues.
Master Kong has always committed to develop the maximum value of
people oriented activities. Salvation and helping the underprivileged
is one of the traditional virtues. Upholding the operation philosophy
of “obtaining from the people, using on the people and repaying the
society for a sustainable operation”, Master Kong has contributed
an aggregated amount of RMB400 million for social charitable work
such as sponsoring education, fighting floods, relieving earthquakes,
relieving poverty, supporting sports activities during past years. Master
Kong always upholds the philosophy of empathy, feeling how others
feel, by gathering all the power of subsidiaries and proactively devoting
to various social charities, so as to fulfill more social responsibilities in
education, cross-strait cultural exchange and poverty relief and disaster
relief work.
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