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Due to a combination of corporate restructuring in 1999 and
economic recovery in the PRC, the Group’s three core
businesses performed satisfactorily, particularly instant noodles
and beverages.

Instant Food Business

Statistics from Japan’s Instant Noodle Association show that in
1999 annual instant noodle consumption in the PRC was about
12 packs per person on average, much lower than the average
40 packs per person in Japan, Taiwan and Hong Kong, which
indicates the future market potential in the PRC.

22 BT ERTSEEERIE  T5 With the recovery of instant noodle consumption, the Group took a
> EE_TZTERMT —RIEBEES series of marketing measures to adapt to the changing market,
g BRMTHEABLNERIHE(m and grasp the opportunity to expand again. This resulted in an
% 7o IEREBERE_ARE  2F increase of the Group’s turnover in instant noodles by 17.28%.
% FEREEEEKR17.28% — 22T During the year, the Group launched several new products,
g FRETSEERARELTZETR including fried noodles and cup noodles. Fried noodles offer a
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separate soup component, while cup noodles are suitable for
people with small appetite or as a snack. The Group also
launched a brand of luxury braised beef noodles with improved
packages and additional ingredients. This further strengthened the
Group’s leading position in bowl noodles. The bowl noodles
accounted for over 60% of market share during the year. In
respect of packet noodles, the Group launched the “Good Taste
Series” with additional ingredients, based on the successful
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original “Good Taste Series,” and re-launched “Super Fu Moon
Du”, which helped raise turnover of the packet noodles in the year.

During the fiscal year 2000, the Group’s gross margin of instant
noodles rose by 2.85pp to 30.3% from 27.45% in 1999, owing to
efficient sales management and sound cost control. Profit after
tax rose by 1,217.21% from a year ago.

Beverage Business

The National Food-stuff Industry Working Conference forecast
that by 2005, the PRC’s annual average per-capita beverage
consumption will be doubled to 20 kg from the current 10 kg.

fro RREAFRBBALIEREAFER Tea and juices have successfully entered the non-carbonated 23
B m™E - MAT ERERRTHE drinks market, help increase the market share of non- "
FEHER ERELE - carbonated beverages within the beverage category. ﬁ

A
AEEYMEENHEEREFNE The Group’s beverage turnover increased by 75.47% from a ﬂ
7547% AEEBAATERAMN year ago. The Group is currently the PRC’s largest supplier of H
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non-carbonated PET drinks offering a choice of nine different
flavours.

Besides the competitive advantage of the largest production
volume, the Group offers the most comprehensive range of
flavours and enjoys high gross profit margins as a result of its
unique vertical integration of operations ranging from bottling to
lids and labeling.
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The year 2000 can be regarded as a year of the fastest
development and turning point for beverage business. During
the year, green tea, Oolong tea and ice tea achieved
outstanding performance. The Group’s “Green Travel Year’
theme campaign led to a supply shortage during the peak
season and boosted the “Mr. Kon” tea series to number one
selling packaged tea in the PRC market. Our enlarged 350m|
PET beverages won acceptance as soon as they were
introduced to the market.

24 FARMER 2 ENERI333% B During the year, the gross profit margin of the beverage
= — NN FRI23.04%A 18 £F10.29 business was 33.33%, representing an increase of 10.29pp over
E BE % TEZ2RERABEMmMA 1999’s 23.04%. This was mainly due to a change in the product
g B sEINBRESRALE EAHA mix, including an increase in the proportion of PET drinks, which
é e MARBBEARERSE BN have high gross profit margins. Result after tax improved by
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76.28% from a year ago.

Bakery and Confectionery Business

The PRC’s bakery and confectionery consumption is relatively
low when compared with that in developed countries. As an
example, annual average bakery and confectionery consumption
per person is 10 kg in the U.S.A. and U.K., and 2 kg in Japan,
while snack food consumption per person is 8 kg in the U.S.A.
and 4 kg in the U.K. and Japan. In the PRC, annual average
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bakery and confectionery as well as snack food consumption per
person is only 1 kg. Accordingly, the bakery and confectionery
market in the PRC offers great potential.

After the successful marketing of “Mr. Kon” “3+2” sandwich
crackers, the Group continued the strategy with focus on

DWHE AT EITHER - R "3+2" I biscuits. In addition to introducing new flavours, launching new
HOW  FES  EEERELEY advertisement and targeting at new consumers for the “3+2”
ERARET SN - EFERE/EERR brand, the Group developed a series of savory and sweet crisp
DEFRL RS - BART R EFROER sandwich biscuits to expand the market penetration of “Mr. Kon”
MHaTEn - BEME - RMES sandwich biscuits. “Mr. Kon” bakery ranked second in the PRC
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in the high-end biscuit market. However, sales of the Group’s

fi o AT - AIEFAEE RINHIKE [EE rice crackers, which were successfully marketed a year ago

50% * MNETNE] B R sH5R A X 5+ through a strategy of “increasing the quantity by 50% without
HEmEHIERFNETE  BHEEXRR raising price”, were affected by strong competition by lower B
PEERDE - SHEEMBEHZ A prices. As a result, both sales and profits fell as the Group was ;ﬂz
FE FREENESERHEEHR required to reduce prices. This dragged down the overall sales L]
—ANAFERERZNEERESE amount of bakery products, which was only slightly higher than ﬁ
that in 1999. -
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During the year, the gross profit margin of the bakery business
was 36.49%, representing an increase of 1.63pp over 1999’s
34.86% and result after tax improved by 48.68% from a year
ago.

Production Scale

The Group has established 10 production centres in Harbin,
Shenyang, Tianjin, Qingdao, Hangzhou, Wuhan, Chongqing,

EE MM -RE -EE AL B Xi’an, Fuzhou and Guangzhou in the PRC. Apart from those in
MABEM - BREMET S5 - Herpr Fuzhou and Qingdao, production lines at these facilities have
BHEERBFERE REr2ESHEE been configured to meet demand from different market
HEENE K UEBRPREBESH segments and to provide products for export to Europe and the

U.S.A.
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The beverage division has nine production facilities in
Shenyang, Tianjin, Qingdao, Hangzhou, Wuhan, Chonggqing,
Xi'an, Fuzhou and Guangzhou to meet the increasing market for
bottled drinks. During the year, the Group invested another
US$15 million in additional equipment so that the Group can
produce a variety of products nation-wide and helping
consolidate the Group’s leading position in the beverage market.

The bakery division owns three production facilities in Tianjin,
Hangzhou and Guangzhou, which have first-rate equipment and
offer great potential for expansion. During the year, the Group’s
sales strategy of focusing on biscuits supported increased
biscuit production volumes. The Group made full use of its

2 i - [k ZEEEZH AR unutilised equipment to increase volumes for overseas sales,
= B BERARIETS  INEE which helped boost overseas sales.
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available, the Group sold its paper box producer Hangzhou
Tingxin and sesame oil producer Zhumadian Tingzhi to further
centralize and free up capital resources. In addition, the Group
has franchised its two printing and packaging companies to one
of the original partners Taiwan Lamination Industries, Inc., which
now manages these operations, focusing its efforts on logistics
integration and developing vegetable dehydration.
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Sales Network

With the “Better Access, Broader Reach” strategy, the Group’s
products can be distributed more quickly to consumers. Our
operations cover all major and smaller cities, as well as rural
areas, through a network of 231 sales offices, 131 warehouses,
4,500 wholesalers and 20,297 direct retailers. Using this
comprehensive sales network, products can directly and quickly
reach consumers to satisfy their needs.

Woh - —ERRFERETKILRIE In 2000, the Group finished its registration of Beijing Tingtong

BMRERAR - BMEBRMRAR Logistics Co., Ltd., Guangzhou Tingtong Logistics Co., Ltd., and

DREIARREKL EBTEBMRER Shanghai Tingtong Logistics Co., Ltd.. The Group also started 27
NEWARERT - REE=ZE/NAR trial logistics support operations in six cities in three regions. It "
METASENREEAMATITE will soon be evident that logistics integration has improved the ﬁ
MENEEBE-SERNRALE Group’s ability to supply products efficiently and control the level A
B s pERBETMNES  AREE  of stocks, o
EREADAX - NI o H
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