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REVYIEW OF OFPERATIONS

are the priority
in every action
the Group
undertakes

2010 has been a wear of strong parfomnances aoross
EFZH. At the and of the first wear of 4 pew decades,
the Group rerraied the largest quick seryice restamrant
dain i Malysia, and o pressnce in bdia provided
wrivalled cpportunities for espanszion. AR mproving
ecohiony coupled with A ssries of mmaginative new
products has  atracted rmore customers through o
doors, whilk erhancements 10 Upstneann nfasructione
risd provide the mpetus for fubore grosh,
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The success of KECH & built upon robust fousdations.
These fowdatiore support e thres key pillrs of e
Group’s sucoens customer satisfaction, restaorant
eapasiot and hiuman capital developrment. b 2010 e
Group stregtteted all three areas, positicoting KECH o
perfomn esen batter b he years abead.
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JARALUDIH HC ALl
Maragig Director

Custorper =afisfaction was paranount at restaorant level,
where a series of rew products and ewe-catching
prorctiors were  luched o draw people B Thess
efforts were the driving force behind an horease
coteuners’ topeotmid brand recall, while ako sending
1o bocet travesactions. Snukanscis b, ferawas agoress e
restarst eopaeion aorcss Malawsia the bedrock of the
Groun's operations, whik n bdia pew BRC restaurants
perfomned well, rmakig the Goup's foothold sscure b
additicey, during the vear, a zeries of humnan capital
develbpment prograrmmes contiued 1o nurture staff
ahilities, ernpoweer g themn 1o fullil ther true poestial,
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By e end of e wear, KRS Malysia had adhiewed s
best results ever. Revenue dimbed 2.6% on the previous
wear to reach an all tme high of BM 4265 million,
2010 was ako a landinar ko wear, marked by the openicg
of e BO0th BREC restauratt b Malavsia,

Brard buiding is sormething BECH doss every day. | E
there i the way cEDmers ae gested as they walk o
o restaurants, it is there o the way the packaging
lboks, ad it B there b how good the producis tashe
Eszanitially, the Group foouses on anwthing that can affect
o & custormner fesls about BRC, The first sep B brand
buikdieg i= raisig brand awaretess a0 that is something
KEZ Malawsia went all out to adhiewe doring 2010,

A thermatic carmpaign was developed 1o build op-of-mind
brasd recall among the Malasian public The theme of
the campaigh was CMew Disooveries, Clhssic Taste®, and
it touched on “hlew Discoveries™ n KRC whik capitalising
o custorners' famniliarity with BRC's Colonels 11 berbs
ard spices, Another berelit derived from the thematic
carmpaign was the erhancerment of the Group’s brand
propositica that KRS B Malawsia's premier quick service
restaurant. A rew meal called the Cokorel's Bowval Brivani
Combo was minoduced B conjunction with the thematic
carpaign o dr e fransactions at the restaurant level

Attractig a rew gereration of corsurners 1o KR B oan
mportat compotett of the Group's annual products and
promoticns calendar. Thres activities in thiz area
confrbuted to the sucoess B drawing in the vouth
segment market At the start of the wear, KEC Malaesia
re-lached the Zihger Tower with 2 snappy ey chilli
lirme zauce specialk created fo appeal to youngsters.
Later i tie year, a meal tie-h was aeated h conjunction
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with ron Man 2, the majr frandhize movie which was
abig hit b1 Malysia: The meal, BRS Showtine Box Meal
— Iron Man, proved earereh popula with o ngsters
avd had thern YiEtFg o0 restaurants ingreater numbers.
The Group ako rekased 3 rew product called e KRS
Toasted Pocketful, 2 Mexican bepired freat made up of
our special chicken fillet, tortilla chips, salad and A Tispy
piece of chiclen crisp all held togeter na tortilla wreap
ad thet toasted.

A series of ohier promctions were laundsed thnough the
wear to drive racactions aoross the restaurant segent
A special BREC Variety Buclet was jnimoduced drbg Hai
Rayva to capitaliee on high sperdig pattems daorieg this
Estive period. Anoter rownd of o popular lom Jimat
promiction was relkassed towards the end of the wear,
speciall creaed to appeal o cistomers bolig for a
great reeal at affordable prices. We ako took coghisance
of mar ket conditices with sTaegic rekases sudh as the
Chesesy Zhger Crunch, a great asting chicken burger 1o
capture a bigger slice of the bunger segment.

To erbancs o brand mage as a mioderh quick serdice
restadrant chain, 47 restarants underwent image
erhacement works 1o mprove ambiacs and mcdemise
ther appeal. 'We o ako miroduced sauce depstesrs B
152 restarants h the Klang Valley and majpor tosses
ard cities b the states of Perak, Jokor, Penang and
Buartan, Mot cnby did fiE Forease customsr cormenisnce,
it ako kelped the Group o reducs opsrating costs.

A=z of 81 Decamber 2010, KRZ Malkwsia had opesed
47 niew outkets bringing the total o 515 restairants
ratiorwide.
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b KFZ Singapore, revenue inTeased by 7.6%, or RM252
milliat, 1o a high of EM2E8.E million for te wear, This
recond adhiesernent was due o an aggress e promiotional
calendar, a seres of opsrational changes such as
oreased opening howrs, and an economy S0 nes nget
it ok rany ecohomists by sorprise. The ecohomic
recovery also saw the reduction in walue of the
Gowemment's obs Credit Scheme cash grant and the
ceszation of rental rebates, worth a total of EMS
rrillice.

A cohoserted effort was made throughout e wear to
esfablish KFEZ as a premier desthation for breakfast To
hzp raEe awarensss of e Group's breakdast segrmsat
and to drive zales, popular food critic BOF. Sestob was
erpqaged to front a showe for BRC am, Telewision crews
filled ow KRZ kalling restawrant where 15 cortestants
discowvered, on canera, what rade his brealfast range
zo special. The prograrmme was ared on Chanrel 2 o
28 March as a ore hoor spedal. The use of a food
connioiEzeur helped to influence the opinions of
Sigaporess avd oeated a much greater awareess of
KFZ am. A5 a result, we hit a high of 11% zaks mix
ard o the Good Fiday weelend we adhiewed record
falkes of over RMI122000 kh oa zingle day. bk owerall
termns, our brealfast segment saks jumped 4123%.

A islandseede favourte made a retam in 20100 Hot
Cewil drumnlets, this tire witth hwo new and exciting
Havours, wes re-lamnched to an eager public n luke. This
promotional product had besn around before and it was
weall ko 1o custorners 5o the main thrust of e media
campaign was conducted via press and oo upon raildrops!
reswspaper Feerts. The Group ako tied upowith Mescafe
ard the miovie "The Last Airbender” 1o extend the appeal
of Hot Dewil drunbets 1o Sngapone's youth mmarket,

A first or KRS Sogapore was e Odober debot of the
FFEZ Roasta Buger. The Group's first ever owerHoased
burger came with a marinated ovenoasted chicken
fillet, oundy Ettuce and juicy tormatoes topped with a
sigmature sauce jn an oatbran dusted bun, The BEC
Roasta Burger was lawched b 67 of or 77 stores with
w0 promotional rmeals, e KRS Roasw Promo Meal and
FFEZ REoasta Buddy Meal An exersive media campaigh
W conducted to rakEe awarstess and drive rarcactions
or the rew produd, boludig e e of a hologram
resemblifg & giant oven with an image of e Roasta
Burger beide. The holograms were srategically placed
it high fraffic aress © gererate ez,

Ciber prormctions Whidh geterated bies duoring the vear
rcluded the Ulitrnate Value Box, KREZ Black Pepper
Chichen, the 100-howr movie rmaratton and Popcorn
Shake, and the e Qe Box and Sl Ol Reast, two
npes of packs that were marketed 1o football fans
diring the FIFA Worlkd Cup.

As of 31 Decamber 2010, KRS Skhgapore had opsred
three new restarants with three cloewes, mantaning
e nunber of stores &t 7T aoposs e disland
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Rewatioe for KRZ Brumei toreased S5.7% to EM163
ruillicer for the year, up from BMI15.5 millich 0 the

presics wear,

2010 zaw a number of brand-buiding kitiatives
desigred 1o raise awareness of KRS and increase
frarsactions, The KRS Brunei tearn engaged B site-
selling at evetts. such as corcumner fairs, Unersity
expos, camiivals and forums, Irestore parties also
Felped to raise revenue as well as raige awarstess
that BEC B a fun and wouttefriend bl ploe 1o visit A
nurbsr of promotions  atfracted attesition this wear
icluding the Megami Crundh, Hot & Spicy Shrinps
ard lom limat Afternoch Cravers.

Az of 31 December 2010, pne restarants were
cperating b Brunei, corsisent with last wear,

The tirst wear of opsration has besh positee for BEC
bdia, with revenuve reachig BEMEZ million, Revenue
grosth started moderatel bt quiclered kB e with
e restarant opsnibgs.

KRC restawrants have besth in exiEtence b hdia or
rmore than a decade bt at a muoch ower concesiration
than in Malaysia, Corsumners are still somewhiat
soeptical about o vegetarian oedentiak. To get the
message out 1o more than 40% of the Indian pop ulaticn
whio ae vegetarian, a wide selection of meak and
shacks was created for ther corsumption. Products
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Expanding
the network’s
reach

such as the Vegge Feast Veg Thali, Chana Snacker,
Weg Fikgers, Weg Zihger and Reo-Rice all proved
popular, and supported our fraditional Bon-neat
product such &= Ties and mashed porto. The Goup's
restarants were ako corstructed with tao litdwens,
ore specifically for the preparation of vegetarian
mealks.

KFCH & contident dat the Group’s foothold B the
cities of Mumbai and Pune will provide esce et
saparsicn opportunities. Positive progress & being
made ard an boreastog number of customers are
walkig trough our doors. The sheer ske of the cities,
Murbal i particular, ad ther gowing middlie dass,
presents us with a fanastic growth opportunity.

A= of 31 Decerber 2010, KRZ bdia bad opsted tive
rew outkets; tree B Mumbai, ooe B Arangabad and
o b Pure, with o acquired i P, resultig B oa
total of seven operating outlets,
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Reverue for RasaMas inoeased 7% to RM24 2 million
by the end of e year. A series of rew products and
promictions was the driving force behind the noeased
franzactions. Following the popularity of the T
Swolrwa Rasabas cookery compstition that aired in
2006 a3 number of the Roaster dishes fhat featured of
the show were rekased as menug items within te
RazaMas restavrant dhain. These ncluded the Warisan
Foaster, #he Foaster Lada and the RazaMas Muhibahk
Rioaster,

Az of 31 Decarrber 2010, 4 ol of 42 stores wers
operating aooss Malwsia and Brusei

bedai Awarnas regitered an impressive 26% rorease
i reverioe, from RM40E million n 2005 to BMEE.
rnillion By ed of 2010,

Mebyork espansion was a bey comporent of Kedai
Awarnas' revenve gowdh. The horeasing demand for
KFZH's products erabled the Group to expand
territorialle and reach out o a larger segrect of
Malawzian society. To drive frarsactions a new goup
of products was lauched trough the vear mcluding
Chichen Satay with Peanut Sauce, Chicken Donut,
Fremiun Jurbo Drnrets aod o tvpes of Foppers,

Az of 31 December 2010, 14 pew Kedal Avamas
stores were opered bringing the total to 4% across
Malawsia.

The Group's ktegrated Pouliny Cperations  segrnest
growes frorn sirength to sregth. Bevenoe, ncluding
heroormpary salkes, clmbed to BEM1,25%4 million for
the wear. Thi represerts a 7% hoease over the

Ereviols wear,

Ayamnas Food Corporation Sdn Bd (ARZSR) processing
plaitz accowed for the bulk of the revenue inomeass,
p by 25% on 2009 kvek. The key reason for this
revehiue rige was higher order wolunes from our
exparding restarant chaine and stores: Pizza Hut,
KRZ, RazaMaz ad Kedai Avamnas.

Fevenue at KREZ Markethg grew 1907% o reach
RH221.4 milion by wear end, A sizeable portion of
revenue was confributed By e domestic opsn rarkest,
which saw higher sakes this year, Higher esport sales
totalling RME532 million ako sepved to boost resenus.
The first full wear's operation of our “Avarnarz  Rot
npit® bot dog cats was another growdh driver. This
hitiative s=ec Avamas products sold koand arownd
wnersiies, colleges ad poktechnics aooes Penie ular
Malxe=sia

FEEDHILL CIWIS |2k

Fesults i e Feedmill division have bt positve.
Turnower mproved by 8 5% for the vear, AR rorease
in -the Group's chicken requirements led to the
ranufactr g capacity being upgraded 1o 136,000
metrc toores, up Tom 131000 mefric tonnes n the
previols wear, A caltionany hote sounded late in the
vear when commodity prices rose by 15-20% due to
drought ard fliood corditicns oocuTing in e cowniries
of origh,
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BREEDER FARMS & HATCHERY

Tre producticn ok of Hachable Bags and D Od
Chichks remaibed steady b comparisoh 1o last wear a=
the divisicn has besn operating &t full capacity e te
past o sears, Chyoan infastudue pote, an kitiatiye
o upgrade a humnbsr of bresder howses from dip Iither
flooring svstem to 2/3 skt flooring was &60%
completed during the year,

The Group's ancillany opsrations continued 1o register
turover gowh i the wear,

SALCE MAHLUFACTURIMG

2010 wias anotter successful wear for RBFI, the division
which manufactres sauces for e Group and the
exteral rarket. Revehoe for de vear readssd RMSS S
million, ah ihcrease of 158% over the prior wear,
Ferfomnance in the dormestic open market was
particulark strong, with a 20% rate of grosdh, A
healtw gowh of 12% was registered i the export
rnarhet.

h e with fe Group's viEion or RFl o beoome one
of Azia's leadng sauce manufacturers, production
capacity at ts plat was boreased oooabout 200000
retric: torres, up fromn e predious capacity of about
17800 mefric tonnes. BFl has ako completed work
o a0 upgraded madcorake plant which will allowy it
o compete for a langer segment of te region's
gQroweing macrnake market,
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BAKERY & COMMISSARY

S hew producs were lanched by the Baleny division
durg the vea. Four of thess were supplied o Ftemal
clEtomers with the remainiog two o extenal customers,
Production &t the bakeny plant was ako boreased 1o
rest demand from the Group’s restar aat segment,
aboirt T2 million bure were producsad e 20010,

The Bakery divisicn's quality asswance recened a
boost diring 2010, frstly by being recertified as
Hazard Aralwsis Critical Confrol Point (HACCR)
compliant. Secondly, the Bakery was certified B0
cornpliant through the award of an [S0S00]-2 008
(Cuality Managerent System).

i the Commnissany front, cokeshw production rose 1o
1.26 million packets, a 5% inTease over the previous
sear, The Commiissany plant akbo worked 1o mprove is
opsraticis facility by upgrading the secoaday stage of
the pre-process floor at its Cokeslas Line.

TEFAK MAREETIHG

An pressne wear o Tepak Marketig Sdn Bbd le=d
to revenue clmbing 21% to BM24.2 million for the
wear, The liohs share of & revenue came fom oontract
rmanufactiorihg activities B relation to Lipton tea
products,
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The Pudwrg camp s of BRCH College cumenith serwes
appromimatel 200 students, atted g cowrsss across
a rage of disciplies. The diverse wulldbus provides
education in Information Techrology, Business
Adrinistration, Hotel Management, Eark Childhood
Education avd Electical and Bledronics Bagiesrig. A
number of graduating students will be offered
ermplamett cpportunities within e Grou

BRECH enplows ower 22000 =taff across Malavsia,
Shgapore, hdia and Brunei, making it ore of the
largest food sector emplovers i the region. Blery vear
the Group pursues a modem, holistic approach o
hurnan capital development to boost the skill and
ability of W= emplowess, To hiE ed KFCH bvested
approzimately RME5.1 million on a programmes of
Training ad developrent hitiatises i 2010, Ernp ovess
from across the Group recened & average of &7
bours of Fahing per persoh or b2 year,

Ocoipational Healbh and Safety (O5H) Tmainiog ooors
i miost aress of te Groop, though primarily a0 the
restaurant level as well as at our farms and
rnanufaciuring sies, Besides proecting staff, adherencs
to OEH standards . berefits the Group through the
reduction of business costs associaed with hewrance
preriuns #d redused kEvek of busess disruption
dus 1o emnplowss abssoes A the restorant level,
staff undergo e Group's Hazad destification, Rick
Azzessret and Bk Cotdrol (HIRARZ) prograrnmes, a
frabing hitiatve whidh has besn specificall designed
o mpart te mportance of, and skill b, tese asas,
Enplowess wio belong to Bnergetcy Respoese Team
(ERT) are ako gien indepth ranig b first aid
techhigues and equipment use. Manhagers ard

superyisors at the
Group’s farm oand

manufactirig kevelk are
nstructed in chemical

hardlirg, Wwhile geseral
staff undergo =safetw
raning programmes on
a regqular basis.

Emplovess who are
promoted from within
the ranks of the Group
undergo  a rigorous
frainkig nmitiative calked
Preparation &
Brhancernent Prograrnme
(PReF). PReFP zerses 1o
erhance competete oA range of key aress such as
Bus ess Cornrmunication, Basics on Cooupational Satety
& Health and Managemert, Supervisory Skills,
Ernplowrnest Lawe amd Firanos & Basic Accourtitg.
FPReP frainig & given B live with Caresr Progression
Traihig Mesds, anoter hitiative the Group uses to
prepare emplovess for greater respornsbilite. Every
employes i the 2010 PReP ntake successfull
completed the prograrmms.

Advanced tramig B mparted throuwgh the Groop's
Eduzation Sporsorship Frogramme, for which an
allozation of BMI1 million per wear is made available,
The progamme is availdble o sslkected emplovess
bazed on perforrmance and Group requirements,
Sekcted candidates are provided wit opportunities 1o
pursus variows types of sxtermal certitication, sudh as
diplomas and wiversity degrees, Fom the 16
emplyvess b the 2010 ktake, ore is takihg an
Ezecutie Masters n Busiess Admihistration while the
remaining 15 ae porsuing Diplomas n various studies,
induding short certiication courzes sudh 2= Safety and
Healh Cifficer programmes, From the BM1 millian
alkzation, approdirnatel BEM128,000 was peested ik
the Education Sponsorship Programmne duritg the
Near,

Ewery wea KFECH emplovess atternd Har Mebar, an
anngal quality corvestion organized by 1Comp. The
evatt is organieed aloeg tavo lines. The first drives
peformance amcng enplovess through rainkbg and
opeh discussions. The sscobd aspect of Hari Mehar
provides a competitve platomn i which teans from
across the Group are challenged n the diecplres of
IFcwative Creatiye Croe, Cempaba (Sugoestiors and
Ideas), and Poser Design
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h oorder to promote and Bcukcate A qualite culbure
the Group, KPCH has inroduced an scentive scheme
for emplovess owhidh rmoretand rewards are give for
idetitife g possible cost-zaving project. A total of 16
of thess projects were plemented, resultig bocost
savings of about BM1.56 million for 12 corescutive
rorihs calculaed from the date of mnplkemenation.

Strict hald compliacs B oa quarastes KECH makes
all ‘its fGroup's markets. To kelp KFCH achieve
corpliaznce we adhere ©oa sringsat ==t of convoks
across the entine chan of our food manufacturing
processes, from raw materials procwarerent and
ranufaciring 1o pachaging, storage, rahsportation and
utersils. Imported products must be halal certified
within ther soucs coudry, ard oreigh suppliers ane
requlark Fepeced by officials from e Group’s Shariah
Adeizony Council,

Mermbership of o Sharidh Advisory Council = confined
to promivest schiolas from Blamic betitutions. The
ol verities BRCH's halad compliabce after scrutinis g
ewery part of e food chain, bgedients are dheched,
equipment repected, restarants and facories ans
toured and processes ae reviewsed. Only after the
coubiil i satisfied will e Deparmnent of Elamic
Cevelprrent Malawsia (JARIM) b2 callied b to repeat
the process, Ouor products are then branded by JAKIM
as being fully ha's! comp liant

Feportitg drecth 1o e Shariah Advisony Cowncil i
the ritemal Shariah & Halal Deparmert. The departrrent
Teates avarss=ss and a desper wderstading of halsl
arnchg sakebolders, Poluding from within the Group.
A myriad of activities are wdertaken 1o this and,
rcluding hald awditibg of all exdistibg ad prospective
suppliers, hala' awarstess franing gives ooall s&ff,
ard e sretgttenng of media and G relaticoships
armctg otteers . The Sharizh & Halal Departrment operates
as the first resporse wnit for te Shariah Advisory
Coubcil, ard as such i oa wital part of the Group's halal
COrnn e,
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Year upon dear, the popular appeal of e Group's
products increase. YWear wpon wear, the Group's
restaurat retvork expands . ear Upoe wear, the growth
stony conitinues, wnderpinred by strong  financial
resources and A sound business phikbsophy that
combies srategic nteligehce with a profound sefee
of corporate resporcbilite, As we ook akead, the
Foup i conlident that the neat chapter of the Group's
story will b2 as replete with adhievernents and s uocesses
= gwthing that has gore before, ad that KEZH will
cortile, ved uUpon wear, to goow from stresgth to
strerth,
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