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Background

CRE is a listed company on the Hong Kong Stock Exchange with a
market cap of about US$2.5bn and is one of the constituent stocks of
the Hang Seng Index

It is a conglomerate with a well-diversified range of businesses including
retail, beverage, food processing, textile and petroleum distribution in
both Hong Kong and the Chinese Mainland

The Group employs over 80,000 staff, of which about 97% are working
In the Chinese Mainland

It is mainland China’s second largest local supermarket operator and
second largest brewer as well as Hong Kong'’s largest livestock
distributor

Its ultimate holding company is China Resources National Corporation
with a 55.4% effective stake
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Background
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Background

CRE distinguishes itself from other mainland companies in terms of
management style, strategic focus, foreign partnership, incentive
scheme and corporate governance

It has inherited Hong Kong management style and is highly
commercially oriented

Strategy is focused and based on a unique retail-led distribution model

It has joint ventures with international companies including SAB Miller,
Esprit, Richemont, LVMH, etc

Young management team and employees are motivated via promotion
and share options

Corporate governance is emphasised and it is the first conglomerate
company among the constituent stocks in the Hang Seng Index to
announce quarterly results on a voluntary basis to promote
transparency and investor relations
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Our Unique Retall-led Distribution Model

Supply chain operations

Fresh and
frozen food

Basic grocery

Beer and
distilled water

Textile and
garment

Personal care
products

Private labels
&
OEM

Retail operations

Supply chain
management

Less agency
Involvement

Superstore/

More control Standard-size

over value-

addedistream Scale and barriers

to entry

Cost
savings Customer

feedback

Expanded
distribution
network

Efficiency enhancement
via centralized functions

First party logistics

Managing a Conglomerate Company



Our Unique Retail-led Distribution Model

To capitalize on the booming consumer market in mainland China
and maximize the synergies among our businesses, the Group’s
food, textile and beverage operations have started to form part of
the supply chain for our retail business

The rapid growth of our retail business, led by our supermarket
operation, will drive the development of our supply chain business

For the retail business, there will be less agency involvement and
more control over value-added stream as well as economies of
scale and raising barriers to entry

For the supply chain business, their benefits include expanded
distribution network, reduced sales and marketing costs and
effective customer feedback

Our retail business will develop private labels and OEM products
based on customer demand so that we can respond to the market

more proactively and shorten the turnaround time
Managing a Conglomerate Company



Organizational Chart

Board of Directors

Audit Executive Nomination Remuneration
Committee Committee Committee Committee

* Finance e Corporate Planning & Development
* Legal & Company Secretary . |nternal Audit
e Personnel & Administration

Petroleum & Food

Chemical Textile Processing Retail Brewery Property Other
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Challenges and Strategies
1. Challenges

Presence of a fair appraisal system

Alignment of the interests of employees with those of shareholders

Reduction of the conglomerate discount

Criteria of allocation of capital to different businesses

Balance of short term performance versus long term development

Shifting of investment focus from Hong Kong to mainland China

Proliferation of connected transactions

Establishment of corporate culture
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Challenges and Strategies

2. Strateqgies

Adoption of KPI, balanced score cards etc
Various motivation schemes including bonus and share options

Restructuring of non-core businesses to become more focused and
Implementation of retail-led distribution strategies to drive earnings

Requirement of hurdle ROl and Exco approval

Promotion of internal synergies and tailored appraisal system
Encouragement of internal transfer and coaching

Handling by a team of professionals

Training - workshops, seminars, conferences
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Disclaimer

Data and information contained in this presentation is provided for informational purposes only. Neither
China Resources Enterprise, Limited nor any of its subsidiaries shall be liable for any errors or delays in
the content, or for any actions taken in reliance thereon.

This presentation and subsequent discussion may contain forward-looking statements that are based on
the current beliefs, assumptions, expectations, estimates, and projections of the management of China
Resources Enterprise, Limited about its business and the industry and markets in which it operates.
These forward-looking statements include, without limitation, statements relating to revenues, earnings
and stock performance. The words “believe”, “intend”, “expect’, “anticipate”, “project’, “estimate”,
“predict’ and similar expressions are also intended to identify forward-looking statements. These
statements are not guarantees of future performance and are subject to risks, uncertainties and other
factors, including but not limited to price fluctuations, actual demand, exchange rate fluctuations,
exploration and development outcomes, estimates of proved reserves, market shares, competition,
environmental risks, changes in legal, financial and regulatory frameworks, international economic and
financial market conditions, political risks, project delay, project approval, cost estimates and other risks,
which are beyond the control of China Resources Enterprise, Limited and are difficult to predict.
Consequently, actual results could differ materially from those expressed or forecasted in the forward-
looking statements.
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