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Policy and Business Overview

1. Policy and Business Overview

Business Overview and Development

Sermsuk Public Company Limited was established to operate the beverape business by a group of 7 founders who
tendered an application to register the company with start-up capital of eight million baht. The Company was
opened on April 18, 1932 with the “Pepsi” beverage product, which was first produced at Silom Plant and
available in the Tha: market on March 18, 1953.

On March 31, 2011, the Board of Directors resolved to terminate the Exclusive Bottling Appointment Agreement
(“EBA") withPepsi in Thailand. The 2011 Annual General Meeting of Shareholders held on April 29, 2011
approved the action taken by the Company in relation to the Agreements between the Company and PepsiCo
(including the termination of agreements). In July 2011, the Company received a letter from Pepsi-Cola (Thai)
Trading Company Limited, Seven-Up Nederland, B.V. (collectively referred to as “PepsiCo Group™) and S5
National Logistics Company Limited (“S3N™) informing the Company that PepsiCo Group and 55N (collectively
referred to as the “Major Shareholders Group™) executed an Agreement to Sell and Purchase Shares in the
Company. With regards to the EBA, if the PepsiCo Group sold the shares to SSN and/or an S5N investor, there was
a condition prescribing that the Company and Pepsi shall extend the period of the EBA for seven months from April
1,2012,

Subsequently, Thai Beverage Logistics Company Limited, which is the S8SN investor, acquired the shares from the
PepsiCo Group and made a voluntary tender offer to the Company’s shareholders. The Company executed the letter
extending the effectiveness the EBA for seven months from April 1, 2012, As a result, the EBA was terminated at
the close of business on November 1, 2012, The other agreement in connection with the EBA, the Agreement for
Cooperative Advertising and Marketing Principles (“COOP™) was terminated on the same date. Since the
termination of the EBA on November 1, 2012, the Company has been the producer and distributor of the products
under the “est” trademark,

Currently, the Company operates under its future business plan utilizing a variety of resources and assets as well as
its strong product distribution and delivery network to enhance steady and sustainable growth.

1.1  Vision, Business Objectives, Goals and Strategies of the Company
Vision

Sermsuk Public Company Limited has its new corporate vision to be Thailand’s *Quality Products Producer and
Distributor’,

Mission

The Company's mission is "To Fulfill Happiness" with high guality food and beverage products for Thai consumers
in order to enhance the stability and sustainability in its business growth.

Business Objectives and Plan

The Extraordinary General Meeting of Shareholders No.1/2011 held on February 15, 2011 approved that the
Company proceed with the fiture business plan, which was later amended by the resolution of the 2011 Annual
General Meeting of Shareholders held on April 29, 2011 and the Extraordinary General Meeting of Shareholders
No 2/2011 held on August 26, 2011, The summary of the Company’s future business plan is as follows:

The Company’s Business Plan with a Focus on Four Business Pillars

1" Business Pillar: To expand the non-carbonated beverage market, by introducing new products under
the Company’s trademark to the market, or acquiring a business which has recognized products or
trademarks in the market, or retaining or applying for a license, or acquiring the right to manufacture and
distribute, or entering into agreements in any other form, for non-carbonated beverages under the trademark
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of another person. The Company may operate any other business as long as this will not have any conflict
with or be inconsistent with the future business plan, including the use of the Company’s assets or the
operations of any other business under the capacity of the Company, as deemed appropriate by the Board of
Directors.

2"! Business Pillar: To increase investment in the production line of Crystal Drinking Water in order to
respond to increased demand.

3" Business Pillar: To be a distributor of other products apart from beverage products.
4" Business Pillar: To be a manufacturer of carbonated beverages under any other trademark.

Since the termination of the EBA on November 1, 2012, the Company has been the producer and distributor of the
products under the *est™ trademark.

Business Objectives
The Company sets the following business objectives:

Volume and Market Share Growth Target

To set the Company’s annual growth target for volume and market share, several factors have been
considered, for example the general economic situation, changes in consumer tastes and behavior, market
competition, competitor's strengths and weakness, competitor’s past activities, and other relevant factors.
The Company’s target setting is based on the analysis of market trends and future projections including the
assessment of the Company’s strengths and weaknesses in order that the planned activities including the
introduction of new products will support the achievement of sales, market share and volume targets.

Profit Maximization Target

In addition to sales growth, which results in increased profit, the Company also emphasizes efficiency and
cost control. Key Performance Indicators (KPIs) have been set for each business unit as measurers of
performance and efficiency.

People Development Target

The Company has set clear objectives in people development. Each vear, budget has been set aside for training
and development regarding management/administration to ensure that employees will be equipped with new
skills and shown new techniques to enhance their efficiency and performance. The development of its people
via on-the-job training is also a Company focus area and this utilizes advice and instructions by supervisors.

Returns to Shareholders Target

The Company has a policy to return profit to shareholders in the form of consistent dividend payments, at a
reasonable rate corresponding to the annual operating results. This is achieved through the activation of
effective marketing campaigns that create demand for the Company’s products and drive production volume
and sales, thus generating retums on investment for investors and shareholders.

Social Responsibility

The Company is committed to providing happiness to Thai people through a comprehensive range of quality
and hygienic beverages that meet international quality standards. Our company has set a goal to enhance our
corporate social respongibility along with other operational objectives in a fair and transparent manner.Our
corporate citizenship efforts are extended to the public through a diverse range of social activations.
Ultimately, Sermsuk aims to drive sustainable social and environmental development among Thai
communities.
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1.2 Major Corporate Change and Development

Investment

Beginning with the initial start-up capital in 1932, the Company has increased its capital sequentially:
1952  The registered capital of 8 million baht; 100 baht per share

1953 The registered capital increased to 15 million baht; 100 baht per share

1966  The registered capital doubled to 30 million baht; 100 baht per share

1969  The registered capital grew to 45 million baht; 100 baht per share

1986  The registered capital of 105 million baht; 100 baht per share

1991  The par value was changed from 100 baht per share to 10 baht per share

1994 Sermsuk became a listed company with a registered capital of 260 million baht
1997  The registered capital of 265 million baht; 10 baht per share

2001 With 542,340 baht in lower registered capital (54,234 shares), the Company's registered capital
was 264,457,660 baht (26,445,766 shares). Later the Company's capital increased by
3.5 million baht to 267,957,660 baht (26,795,766 shares)

2003  The par value of the Company’s ordinary shares was changed from 10 baht per share to 1 baht per
share,

2009  The value of the Company's registered capital was 2,057,176 million baht lower to reach
265,900,484 baht (265,900,484 shares).

Business Expansion
1952  The Company's Silom Plant started operations

1967  The Sermsuk Bangkhen Plant was opened on a 24 rai, 1 ngan and 30 5/10 square wah site with
the relocation of equipment from the Silom Plant to the Bangkhen facility

1969  The Nakhon Ratchasima Plant was opened on a 31 rai, 1 ngan and 69 square wah site while the
land on Silom was sold

1973  The Nakhonsawan Plant opened on a 24 rai, 1 ngan and 89 8/10 square wah site

1975  Being a listed company in Thailand

1978  The Pathum Thani Plant was opened on a 164 rai and 88 square wah site

1985  Appointed as the distributor of "M-100" and "M-150" products for Osothsapha Co., Ltd.
1993  Appointed as the disirtibutor of Volvic mineral water for France-based BSN Group

1993 Began the production of drinking water under the “Crystal” brand

1995  Provide the distribution for "M Sport" and "M Coffee" beverage for Osothsapha Co., Ltd.
1997  The producer and distributor of “Lipton™ tea beverage for Unilever Thai Holdings Co., Litd.
1997  The opening of a plastic blow molding plant at its Pathum Thani Plant

1998  The Surat Thani Plant was opened on a 67 rai, | ngan and 78 square wah site

1999  The distributor of "Yo" beverage products for Sermsuk YHS Beverage Co., Lid. (Currently
known as Sermsuk Beverage Co., Ltd.)

2002  The Chon Buri Plant was opened on a 42 rai, 3 ngan and 72 square wah site

2002  The Company returned its distributorship rights for the "M" products to Osothsapha Co., Ltd., and
reached an agreement to be the distributor of Carabao Daeng drinks for Carabao Tawandaeng
Co., Ltd.
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2003

2004
2005
2006

2012

2013

The authorized producer and distributor of “Gatorade™ sport drinks for Strokely Van Camp Inc,
USA.

Terminated the distribution of Yo soya milk product
Signed an agreement to sell "Oishi" beverage products for Qishi Trading Co., Ltd.

Signed an agreement to sell "Tropicana Twister” juice beverages in bottles for Pepsi Cola (Thai)
Trading Co., Ltd.

Terminated the distribution of Carabao Daeng and other beverage products under Pepsi Cola
{Thai) Trading Co., Ltd., including Pepsi, Mirinda, Seven-Up and Tropicana Twister.

Started the production and distribution of "est" products on November 2, 2012

Sermsuk Holdings Co., Ltd., took over Wrangyer Beverage (2008) Co., Ltd. to produce and sell
beverage products under the Wrangyer, Power Plus and other brands

Added two new packagings for “est” include 250 ml. can and 850 ml. glass bottle

Began producing and distributing “est” orange, strawberry, cream soda and lemon lime flavours,
Added 1L PET bottle packaging for drinking water *Crystal”

The distributor of “Wrangyer” energy beverage

The distributor of fried seaweed “Onori™
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1.3 The Company's Shareholding Struciure

Sermsuk PCL is primarily owned by two companies which are Thai Beverage Logistic Co,, Ltd., and 85 National
Logistics Co., Ltd.

The Company has an indirect subsidiary company, Sermsuk Beverage Co., Ltd., which manufactures and co-packs
Lipton lce Tea, and sells directly to the Company or through Pepsi-Cola (Thai) Trading Co., Lid., who sells the
products to the Company for distribution, Currently, 99 99 percent of Sermsuk Beverage Co., Ltd., shares are held
by Sermsuk Holdings Co., Ltd., a direct subsidiary company established on November 23, 2006 with the main
objectives being to hold shares and manage investments in Sermsuk subsidiaries.

The Company holds 40 percent of the equity in Petform (Thailand) Co., Ltd., a manufacturer and distributor of PET
polymers, PET bottles, and plastic closures. Additionally, Sermsuk Holdings Co., Ltd., (direct subsidiary), acquired
Wrangyer Beverage (2008) Co., Lid., to produce and sell “Wrangyer” energy drink, “Power Plus" sports drink and
others for Sermsuk’s distribution.

Sermsuk Public Co., Lid,

Great Brands Sermsuk Sermsuk Petform
Limited Training Co., Ltd. oldings Co., Ltd {Thailand) Co., Ltd.

The Pet Co., Ltd. Petpack Co., Ltd
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Details of Businesses in which the Company holds shares of 10% or more

Sermsuk Holdings Co., Ltd, (Direct Subsidiary)

Location of Head Office:

Main Business:

MNumber and Type of Issued Capital

Muang Thai — Phatra Complex, Tower 1, 27-28" Floor, 252/35-36
Rachadaphisek Road, Huay Kwang, Bangkok 10310

0-2693-2255 — 65

0-2693-2266

Share holdings and investment management

Number Owned by the Company

Ordinary Shares

Par Value Number of Shares %o

50,000,000

10 baht 49,999,593 99.99

Sermsuk Training Co., Ltd. (Direct Subsidiary)

Muang Thai — Phatra Complex, Tower 1, 27-28 * Floor, 252/35-36
Rachadaphisek Road, Huay Kwang, Bangkok 10310
0-2693-2255-65

0-2693-2266

Human resource development

Location of Head Office:

Telephone:
Fax:
Main Business:

| or Capi Number Owned by the Comapny
Ordinary Shares Par Value Number of Shares Yo
1,000,000 10 baht 999,980 99.99

Great Brands Limited (Direct Subsidiary)

Location of Head Office:

Telephone:
Fax:
Main Business:

Room 90-12, Silvercord, Tower 1, 30 Canton Road, Tsim Sha Tsui,
Kowloon, Hong Kong

B52 2375 6648

8522375 6188

Brand management

Number and Type of Issued Capital

Number Cwned by the Comapny

Ordinary Shares Par Value Ordinary Shares Ya
1,000,000 HED 1 1,000,000 100
Petform (Thailand) Co., Ltd.
Location of Head Office:  75/102, Ocean Tower 2, 3 Floor, Sukhumvit 19, Bangkok 10110
Telephone: 0-2661-6661

Fax:
Main Business:

0-2661-6664-5
Manufacture and distribution of plastic containers and PET polymers

Number and Type of Issued Capital

Ordinary Shares

Number Owned by the Company

Par Value MNumber of Shares %

7,500,000

10 baht 3,000,000 40
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The Pet Co., Ltd.
Location of Head Office:
Telephone:

Fax:

Main Business:

Number and Type of Issued Capital

23/4, Moo 2, Baan Chang, Muang Pathumthani, Pathumthani 12000
0-2581-T950-2, 0-2581-6386
0-2581-5618
Manufacture and distribution of plastic and PET bottles

Number Owned by the Company

Ordinary Shares

Par Value

Ordinary Shares

%

700,000

100 baht

70,000

10

Petpack Co., Ltd.
Location of Head Office:

Telephone:
Main Business:

170/87, Ocean Tower Building 1, 32" Floor, New Rachadapisek Road,

Klongtoey, Bangkok 10110

0-2261-2357

Manufacture and distribution of plastic and PET bottles

Number and Type of Issued Capital

Number Owned by the Company

Ordinary Shares

Par Value

Ordinary Shares

%

1,400,000

100 baht

140,000

10

Sermsuk Beverage Co., Ltd. (Indirect Subsidiary)

Location of Head Office:

Telephone:
Fax:
Main Business:

Businesses in which Sermsuk Holdings Co., Ltd., holds shares of 10% or more

Muang Thai — Phatra Complex, Tower 1, 27-28 " Floor,
252/35-36 Rachadaphisek Road, Huay Kwang, Bangkok 10310

0-2693-2255-65

0-2693-2266

Manufacture and distribution of beverages

Number and Type of lssued Capital

Number Owned by the Company

Ordinary Shares

Par Value

Ordinary Shares

Ya

68,958,615

10 baht

68,958,609

99.99

Wrangyer Beverage (2008) Co., Ltd. (Indirect Subsidiary)

Muang Thai — Phatra Complex, Tower 1, 27-28 " Floor,
252/35-36 Rachadaphisek Road, Huay Kwang, Bangkok 10310

Location of Head Office:

Telephone:
Fax:
Main Business:

0-2785-7000
0-2785-T025

Manufacture and distribution of energy drinks

Number and Type of Issued Capital

Number Owned by the Company

Ordinary Shares

Par Value

Ordinary Shares

%o

20,000,000

10 baht

19,999 980

99.99
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1.4 Related parties of the Company and its subsidiaries

The related parties of the Company and its subsidiaries are;

1. Petform Co., Ltd., (Sermsuk PCL owns a 40% stake)

Main Business: Manufacture and distribution of plastic containers and PET polymers

Relationship: The Company has reached deals with Petform for the following purchase volume

of plastic perform and PET bottles
- Plastic preform accounting for 100% of total annual purchases that had a value of 200
million baht

L&ET bottles accounting for 50% of total annual purchases that had value a of 350 million
t

The purchasing approach: The Company has reviewed the price structure in comparison with
market prices and purchases were made in volume and maintained at the mutually agreed prices.

. Thai Beverage Can Co., Ltd., (With a stake owned by a subsidiary of TCC)

Main Business: Distribution of aluminium cans

Relationship: With the aluminum cans that are used for packaging, the Company has made
purchases accounting for 80% of the total annual purchases that had a value of 160 million baht
The purchasing approach: The Company has reviewed the price structure in comparison with
market prices and purchases were made in volume and maintained at the mutually agreed prices for
6 - 12 months.

The Southeast Insurance Public Company Limited (With a stake owned by a subsidiary of TCC)
Main Business: A professional insurance service provider

Relationship: The Company has insured its assets and vehicles with the Southeast Insurance PCL
The purchasing approach: The Company has reviewed the price in comparison with several
competitive offers. The Southeast Insurance is considered as an insurance service provider and the
bidding will be held once annually.
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1. Business Operations
Income Structure
Details of Income Structure

Unit: million bahi

Revenues
Revenue Revenue

Revenue from carbonated soft drinks 5814 | 52.04% | 14,672 | 64.30% | 13,981 | 65.24%

Revenue from non-carbonated drinks 5358 | 47.96% | 8,148 | 35.70% | 7,450 | 34.76%

11,172 100% | 22,821 100% 21,431 100%

*Restated

2.1 Business Operations by Product

The Company's products and services are clustered around 4 business pillars as follows:

1. Manufacturer and distributor of carbonated beverages
Carbonated soft drinks under the “est” trademark

2. Manufacturer and distributor of drinking water
Drinking water and soda water under the *Crystal” trademark

3. Manufacturer and distributor of non-carbonated beverages
Ready-to-drink green tea in returnable bottles: honey lemon flavor under the “Qishi” trademark
Ready-to-drink black tea in returnable bottles: lemon flavor under the “Lipton” trademark
Sport drinks under the “Gatorade™ trademark
Energy drinks under the “Wrangyer"” trademark
Sport drinks under the “PowerPlus™ trademark

4. Food and beverage distributor
Ready-to-drink green tea in cans and PET bottles under the *Oishi” trademark

Fried seaweed under *Onori™ trademark for Oishi Trading Company Limited
Ready-to-drink black tea in cans and PET bottles: lemon flavor under the “Lipton™ trademark for Pepsi

Lipton International Company Limited
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2.2 Marketing and Competition

(A) Competition and distribution policies
Target group

The Company strives to penetrate the consumer food and beverage segment with over 200,000
eateries and retail stores nationwide.

The Company operates on four business pillars including

1) Expanding in the drinking water market under the Crystal brand;

2) Expanding its line of non-carbonated drinks with Oishi Green Tea in returnable bottles;
Lipton tea in glass bottles, Wrangyer energy drinks and Power Plus sport drinks

3) Distributing both food and beverage products; and

4) Manufacturing and distributing carbonated soft drink products under the "est" brand

Distributor of the products

The Company is the distributor of many products that will be supplied to eateries and retail stores
for consumers nationwide via its solid network of 1,000 trucks.

(B) Marketing and Competition
Overview of carbonated soft drink market

The production and distribution of soft drinks is a major industry requiring modern machinery for production
and quality control, and large numbers of personnel for transport and delivery of products to customers. The
business is important in supporting businesses throughout an extensive value chain including those that
produce sugar, glass bottles, plastic bottles, plastic cases and bottle caps. Competition is a year-round factor
in the carbonated soft drinks industry, but growth in this product category is not as high as other beverages
due to new entrants in the market and changes in consumer behavior in favor of drinking water, fruit juices,
mineral water and milk products, These products are now competing directly with carbonated soft drinks,

The keys to success in the soft drinks industry are the ability to offer products manufactured to high-quality
standards, providing good service and rapid responsiveness to consumer demands. Opportunity in the
beverages industry depends on increases in distribution channels and expansion in the business of established
customers, such as large wholesale and retail outlets, supermarkets, convenience stores and quick serve food
outlets. Ultimately, the growth rate in the industry is largely determined by the economic fundamentals of the
country in which the industry operates.

The prospects for the growth and development of an individual soft drink enterprise are impacted by its
ability to execute marketing activities, including advertising, sales promotions, packaging design and the
introduction of new flavors/variants that attract consumers. All of these efforts can contribute to the
expansion of the business.

The carbonated soft drink competition is very intense particularly in terms of pricing with the selling focus
on more volume at lower prices.

ANNUAL REPORT 11
Sermsuk Public Company Limited and Subsidiaries 2013




Fulfill Happiness

Business Operations

Overview and market competition

“est™ Carbonated Soft Drink

The “est” brand was launched on November 2, 2012 with the nationwide introduction of est cola. The brand
and produet launch were supported by a major marketing campaign involving both above and below the line
elements including broadcast, print and outdoor advertising, in-store and out-of-home activations, and public
relations. In addition, the Company was able to leverage its extensive nationwide distribution network and
relationships with over 200,000 local retailers to provide est with a nationwide footprint from its first day on
the market.

Marketing and sales promotional activities were executed throughout 2013 to promote brand *“est” and
expand its regular consumer base. The success of "est" was clearly demonstrated by its first year sales of
over six billion baht, which was a record breaking achievement for a beverage that had been in the market
for just one year and enjoyed the highest sales in the Thai non-alcoholic beverage segment. "est"” received the
“Best Marketing Strategy 2012” award from the Mass Media Communications Radio Station 100.5 FM, in
partnership with Chulalongkorn Business School.

“Crystal” Drinking Water

The success factors of Crystal drinking water are product quality, efficient distribution, excellent customer service
and engaging markefing activations. These factors are critical in the drinking water market, where a plethora of
producers compete with no price differentiation. There continues to be a profission of new brands in the market and
this has a significant impact on sales of drinking water. Despite strong competition in the drinking water business,
sales of Crystal drinking water continued to show very strong growth.

The success of Crystal is attributed to its high quality, including certification from NSF Intemational, an international
audit agency that inspects and certifies quality standards of bottled drinking waters. Crystal is the first bottled
drinking water in Thailand to have received this certification. Additionally, Crystal received the FDA Quality Award
for three consecutive years (2011 - 2013).

In 2013, the Company implemented many high impact marketing campaigns in celebration of

the 20" anniversary of the Crystal brand with an objective to expand its position in the drinking water segment.
These activations inchuded a lucky draw to win a Vespa Limited Edition scooter and a marketing campaign called
“Drink Crystal and Win 100,000 Baht Crystal Debit Card™ with 56 prizes for a total value of 5.6 million
baht.

“0ishi” Green Tea

The Company has maintained and deepened its ongoing relationship with Oishi Trading Co., Lid., by
winning the right to bottle as well as distribute Oishi Green Tea in retumable bottles in addition to its
previous role as distributor for OQishi green tea products in the traditional trade channel, In the face of
increasing competition, Oishi has enjoyed ongoing sales growth every year.

“Lipton™ Ice Tea

In 2013, the Company continued to manufacture and distribute Lipton Ice Tea in returnable bottles, PET and
cans, under the authority of Pepsi Lipton International Lid.

“Gatorade” Sport Drink

The Company has been appointed by Strokely Van Camp Inc.. as its sole mamufacturer and distributor in Thailand
for Gatorade Sport Drink, the world's number one sport drink. Gatorade currently has three flavors, lemon, grape
and Blue Blass and is distributed in 350 ml. and 500 ml. PET bottles.

"Wrangyer" Energy Drink

Following its acquision of Wrangyer Beverage (2008) Co., Ltd., in 2012, the Company launched a new 150ml size
of Wrangyer energy drink in the first quarter of 2013. As a new entry in a highly competitive market segment which
features a number of strong players, Wrangyer has received a positive consumer response in the first year of its
market debut.
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2.3 Products and Services Sourcing

Sources of key materials are as follows:

Concentrates for est Cola, Orange, Cream Soda, Strawberry and Lemon Lime are sourced from local
distributors who have imported the finished concentrates

Concentrates for Wamngyer energy drink are sourced from local distributors who have imported the
finished concentrates

Concentrates for Lipton are sourced from Pepsi-Cola (Thai) Trading Co., Ltd., an importer
Concentrates for Oishi Green Tea in returnable bottles are sourced directly from Oishi Group Pel.,
a local producer

Concentrates for Gatorade are sourced from Pepsi-Cola (Thai) Trading Co., Ltd., an importer
Distributed goods such as Oishi Green Tea are sourced directly from the manufacturers and product
OWners

Other materials for production such as sugar, CO2, various chemicals, glass bottles, crown seals,
screw caps, plastic cases, PET bottles, cans, and cardboard boxes are sourced locally

With the exception of concentrates that are supplied by the brand owners, the Company sources other raw
materials and packing materials from 3-4 suppliers in order to ensure continual supply of raw materials and
packing materials at reasonable prices.

The Company operates five manufacturing facilities which are:
1) The Pathomthani Plani: Located at No. 63, Moo 3, Bangkhayaeng Subdistriet, Muang Distriet, Pathum Thani

2) The Nakhon Ratchasima Plant: Located at No. 211, Moo 4, Pruyai Subdistrict, Muang District, Nakhon
Ratchasima

3) The Nakhon Sawan Plani: Located at No. 72, Soi Wat Chomkhiri Nakprot, Nakhon Sawan Ack Subdistrict,
Muang District, Nakhon Sawan

4) The Surat Thani Plant: Located at No. 111, Moo 5, Ta Rong Chang Subdistrict, Punpin District, Surat Thani
5) The Chonburi Plant: Located at No. 7T00/369, Moo 6, Nong Mai Daeng Subdistrict, Muang District, Chon Buri

In addition to the five plants, the Company has two subsidiaries with manufacturing facilities, which are
Sermsuk Beverage Co., Ltd., located in the Amata City Indusirial Estate at No. 700/368, Moo 6,
Nongmaidaeng Sub-district, Muang District, Chonburi and Wrangyer Beverage (2008) Co., Ltd., located at
No. 63, Moo 3, Phrapratone-Baanpaew Rd., Thanonkhad Subdistrict, Muang District, Nakhon Pathom.

CSD Production Capacity and Production Volume of Sermsuk Ple.

Full Capadty (Unit: million cases per annum) 141.411 141.411 141.411 141.411
Actual Production Volume (Unit: million

cases per annum) 35.866 76.680 74.605 86,358

Average utilization per annum (%) 25.30% 54.22% 52.76% 61.09%

Tncrapen)cocrwams) I prochcliomvalime: | a5 2.77% (13.61)% 2.95%

(%)
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3. Risk Factors

In running its business, the Company has encountered several internal and extemal risk factors, which directly or
indirectly impact the Company's performance and financial status as well as its efforts to achieve its goals. The risk
factors are as follows:

3.1 Business Operation Risks:

3.1.1

3.1.2

313

314

There are several risk factors to ongoing business growth and profitability.

Prices and sufficiency of ingredients and packaging

Sugar: Sugar is one of the main ingredients of the Company’s products. In previous year, the sugar
selling price has not been adjusted to be higher than the rate specified by the government. The
sugar volume produced continued to be enough to serve domestic consumption requirements
but there might be risk in climatic changes that would affect the sufficiency in sugar available to
the production. The Company has committed with its suppliers for the volume of sugar required
for production to ensure access to enough sugar to reach the Company's annual sales target.

PET Bottle: Given the growing use of non-returnable products, including beverages in PET bottles, the price
of PET has been another major cost of the Company. Last year, the price for bottles was lower
due to intense pricing competition. Moreover, the Company has co-developed the bottles to be
lighter with reduced resin use and this has helped lower the price of bottles.

In addition to the aforementioned sugar and PET, other material prices, such as metal crown caps and cans
vary in accordance with the prices of steel and aluminum sheets. However, the purchasing strategy has been
changed and now involves establishing a pricing structure based on high volume which subsequently lowers
prices.

Wages:

The increase in basic wages announced by the Government has inereased the Company’s costs of production
and operation. The shortage of labor in some areas, especially industrial estates or nearby communities was
another problem. Personnel development and operating adjustments have been used to increase the Company’s
operating efficiency. Automation was leveraged to replace human labor and alien workers were employed in
some necessary areas,

Excise tax rate:

The excise tax rate was a major external cost and is regulated by the Government. An adjustment of the tax rate and
basis of calculation was a significant risk factor, A team was assigned to deal with the relevant government agencies
and provide them with necessary information.

Petrol price:

Fuel was directly purchased from more than one large producer and diesel use measures were executed
together with GPS installation to control the speed and fuel use of all trucks.

Alternative energy was leveraged under close supervision by an assigned team. Ongoing studies were
conducted to determine fuel use reduction measures.

3.1.5 Consumer behavior:

Given the enhanced focus on health among consumers and subsequent change in consumer behavior towards
non-carbonated beverages, juice and functional drinks, the Company has responded by producing and
promoting a variety of beverages to completely meet all customer demands, including Crystal drinking water,
(Oishi, Lipton and other non-carbonated drinks. The increasing sales of these products have increased the
contribution of non-carbonated products to the Company’s results.
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3.1.6 Climatic conditions

The intensity of changes to Thailand’s climate over the last several years has had significant impacts on
the Company’s business. Severe flooding in various provinces in 2011 and 2012 affected the Company's sales
and expenses.

Last year, the Company completed the construction of flood prevention dams around three plants in Pathum
Thani, Nakhon Sawan and Surat Thani. These structures can mitigate the potential impact on the plants in the
event of future floods.

3.1.7 Change of government policies

Potential changes in the government’s policies regarding tax collection, price controls, business laws and
industrial regulations also lead to uncertainty and risks to the Company’s operating and investment decisions.

To reduce the impact, the Company has emphasized cost reduction and expense control, revisiting and
improving working procedures to generate greater efficiency and productivity in all working units.

3.2 Production Risks:

Due to the heavy investment in plant and machinery in the beverage industry, the Company depends on high-
volume production and high efficiency to break-even. In addition, the sharp increase in demand for Crystal
drinking water has led to the need to invest in additional drinking water lines to address 2014 market needs.
The flood prevention installations for the Company’s three major plants that were affected by the 2011
flooding were fully completed, in order to protect their production lines and ensure continuous production in
the event this type of incident should recccur.

3.2.1 New Product Lanunch Risk

Regarding new product launches, the Company has recognized the risk and prepared four dimensions of risk
prevention including people, equipment, raw materials and production control measures. These attributes were
all in place before the new product laumch was executed.

3.3 Management and Administration Risks

The distribution of soft drinks and carbonated beverages still relies heavily on direct sales to customers, requiring
the ability to provide fast and reliable service and high returns. To operate the business, the Company closely
followed the movement of its competitors and adapted itself to changes in the market by maintaining an effective
distribution network and qualified personnel. To retain and motivate good employees is another challenge for the
Company.

In addition, the Company needs to maintain a well-defined operational plan and accurate and updated information

to be used as management tools for decision-making. The company has continued to invest in IT systems and staff

training programs to maximize working efficiency to meet the Company's requirements and respond to the changes
in the market competition.

3.4 Financial Risks

3.4.1 Credit Control and Collection:

The Company has to exercise tight control over collections and credit while constantly following-up on debts
via the credit department and the management. The credit line for customers is regulalry reviewed every six
months. In a situation of economic downturn or financial crisis, which will adversely affect the economy, the
Company will be more cautious before extending credit and more stringent in following-up on debt
collection.
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3.4.2

3.4.3

3.5

351

3.6

Stability of the Baht and foreign exchange risk:

Cwrrency fluctuations have a certain impact on the Company’s operating costs. The Company has foreign
currency labilities and commitments that are limited to the import of new machines, equipment and spare
parts. The majority of the Company’s spending is transacted in the local currency.

Interest Rate Risk:

Currently, the Company has short term loans for business expansion and enhanced liquidity. Interest rate
movements may be a risk factor which the Company will need to consider and evaluate in order to minimize
the cost of funds before making any investment decision.

Risks that affect shareholders’ rights or investment

Risk for the company that is more than 50% owned by a major sharcholder

As of 31 December 2013, Thai Beverage Logistics PCL held 171,923,138 company shares or 64.66% of
total shares outstanding. As a result, Thai Beverage Logistics PCL has almost total control of the resolutions
at each meeting.

Other risks:

In addition to the aforementioned factors, there may be additional potential factors such as local political
crises, environmental regulations or other matters that may have a negative impact on the Company’s business,
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4. Basic and Significant Information

Head Office

Registration Number
Telephone

Fax

Paid-Up Capital
Issued and Paid-Up

Website

Reference Parties

A) Securities Registrar

B) Proxy for Debenture Holder :

C) Auditors

D) Legal Consultant

E) Consultant or Manager under
Management Contract

Muang Thai—Phatra Complex, Tower 1, 27-28" Floor, 252/35-36
Rachadaphisek Road, Huay Kwang, Bangkok 10310

0107537001650 (previously Bor. Mor. Jor. 412)
0-2693-2255 - 65

0-2693-2266

Ordinary shares

265,900,484 shares of Baht 1.00 each

www.sermsukplc.com

Thailand Securities Depository Co., Ltd.

62 The Stock Exchange of Thailand Building
Ratchadaphisek Road, Klong Toey, Bangkok 10110
Telephone: 0-2229-2800

Fax: 0-2359-1259

-MNone-

Mr. Nirand Lilamethwat, Certified Public Accountant No. 2316 or

Mrs. Wilai Buranakittisopon, Certified Public Accountant No. 3920 or
Mr. Bunyarit Thanomcharoen, Certified Public Accountant No. 7900 or
KPMG Phoomchai Audit Limited

Empire Tower, 50th Floor, 195 South Sathom Road, Bangkok 10120
Telephone: 0-2677-2000

Fax: 0-2677-2222

Weerawong, Chinnavat & Peangpanor Ltd.

22" Floor, 540 Mercury Tower, Ploenchit Road, Lumphini,
Bangkok 10330

Tel: 0-2264-8000

Fax: 0-2657-2222

-None-
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5. Sharcholders

5.1 Paid-up capital investment

Capital investment — ordinary shares
As of December 31, 2013, the company had a registered capital of 265,900,484 baht with 265,900,484 ordinary
shares valued at 1 baht per share and paid-up capital of 265,900,484 baht with 265,900,484 baht ordinary shares

valued at | baht.

5.2 Major Shareholders:
As of the close of the Share Register Book on March 13, 2013 for invitation to the Anmmal General Meeting of shareholders

No. 1/2013:
Number of Shares % of Total Shares
1. Thai Bcvmgc LGEislics Co,, Lid, 171,923,138 64.66 %
2. 8§ National Logistics Co., Ltd. 63,419,107 23.85 %
3. DBS Vickers Securitoes (Singapore) Pte Ltd 12,500,000 4,70 %
4. UBS AG Singapore Brand 10,800,000 4.06 %
5 Mrs. Duangkaew Trakulpipat 576,500 0.22%
6.  Captain Narong Phatralacha 508,600 0.19 %
7.  Miss Nanthana Yaemmanas 300,000 0.11 %
8. 55 Integration Co., Lid. 214,900 0.08 %
9, Thai NVDR, Co., Ltd. 195,270 0.07 %
10.  Thanathip Co., Lid. 187,500 0.07 %

5.3 lIssuance of other instruments
Neither convertible securities nor debt instruments were issued for the third parties.
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6. Dividend Pay-out Policy

Dividend policy for Sermsuk Public Co., Ltd., and its subsidiaries:
* There will be no payment of dividends from funds other than profit.
» There will be no dividend payment if the Company carries accumulated losses.

» Dividends will be paid for each share equally.

# The Board of Directors may declare an interim dividend payment to the shareholders if the Company has
sufficient profit for the payment and has to report such a payment to the shareholders in the subsequent
shareholders’ meeting.

# Dividend payment must be made within 1 month after approval from the shareholders’ meeting or, in the
case of an interim dividend, the Board of Directors. Notification of such dividend payment must be sent to
the shareholders and published in a Thai newspaper for 3 consecutive days.

# In case the Company has not fully issued all its registered shares or the Company has registered for a share
capital increase, with approval from the shareholders’ meeting, the Company may pay part or all of the
dividends by issuing new ordinary shares to the shareholders.

# The Company has a policy to pay dividends with a payout ratio of not less than 40% of consclidated net
profit for each fiscal year after providing a legal reserve and carrying forward losses (if any) as required by
law. However, the actual dividend payment will depend on the Company's cash flow position, investment
plan, obligations and other conditions of the agreements as well as other necessities and appropriateness in
the future.
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7. Management Structure

7.1 The Board of Directors of the Company
The Board of Directors as at December 31, 2013 consisted of the following Directors:

Position

Mr. Photipong Lamsam Chairman and Independent Director

Vice Chairman No.1, Independent Director and Chairman of
Compensation Committee and Member of Audit Committee

Mr. Suchin Wanglee'

Prof, Dr. Wissanu Krea-Ngam Vice Chairman No.2 and Chairman of Risk Management Committee
Vice Chairman No.3, Executive Director, Member of Compensation

Mr. Chotiphat Bijananda Committee and Member of Nominating and Corporate Governance
Committee

Wice Chairman No.4, Vice Chairman of Executive Committee No. 1,
Chairman of Nominating and Corporate Governance Committee, Member
of Compensation Committee and Member of Risk Management
Committee

Director, Chairman of Executive Committee and CEO, Member of

Mr. Somchai Bulsook MNominating and Corporate Government Committee and Member of Risk
Management Committee

Director, Executive Director, Member of Risk Management Committee

Mr. Thapana Sirivadhanabhakdi

Mr. Dhitivute Bulsook

and President
Mr. Prasong Sukhum’ Independent Director and Member of Audit Committee
Prof. Dr. Khunying Suchada Independent Director, Chairman of Audit Committee and
Kiranandana Vice Chairman of Risk Management Committee
Mr. Pramoad Phornprapha’ Director

Honorary Prof. Rawat Chamchalerm Independent Director

Mr. Sakchai Thanaboonchai Director

Mr. Rangsan Thammaneewong Director

M. Sithichai Chaikriangkrai Director, Vice Chairman of Executive Committee No.2 and Member of

Risk Management Committee
Mr. Karn Chitaravimol® Director and Executive Director
Mr. Marut Buranasetkul’ Director and Executive Director
Mrs. Siripen Sitasuwan® Independent Director and Member of Audit Committee

Remark: ‘dppointed as Member of Audit Committee and changed from Director fo Independent Direcior on
August 13, 2013
? Resigned as Indepedent Director and Member of Audit Committee on August 13, 2013
* Changed from Independent Director to Director and completed his term as Member of Audit Commitiee on
Avguse [3, 2043
* Resigned as Director and Executive Director on July 1, 2013
* Appointed as Director and Executive Director on August 13, 2013
® Appointed as Independent Director and Member of Audit Committee on August 13, 2013
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Names and Number of Authorized Directors

(1) Anyone out of the following five directors — Mr. Somchai Bulsook, Prof. Dr. Wissanu Krea-Ngam,
Mr.Thapana Sirivadhanabhakdi, Mr, Dhitivute Bulsook and Mr. Sakchai Thanaboonchai, together with
anyone out of the following four directors — Mr. Chotiphat Bijananda, Mr. Rangsan Thammaneewong,
Mr. Sithichai Chaikriangkrai and Mr. Marut Buranasetkul may sign and affix the Company seal to legally
bind the Company.

(2) Two out of the following nine directors — Mr. Somchai Bulsook, Prof. Dr. Wissanu Krea-Ngam,
Mr. Thapana Sirivadhanabhakdi, Mr. Dhitivute Bulsook, Mr. Sakchai Thanaboonchai, Mr. Chotiphat
Bijananda, Mr. Rangsan Thammaneewong, Mr. Sithichai Chaikriangkrai and Mr. Marut Buranasetkul,
may sign and affix the Company seal to legally bind the Company in an application form for permits or
for the tender of documents with the Revenue Department; the Customs Department; the Ministry of
Commerce’s Department of Business Development; Office of Foreign Workers under the Immigration
Bureau; the Department of Skill Development under the Ministry of Industry; the Ministry of Public Health
and other related state agencies that are involved in tax payment reporting, import and export
documentation, amendments to corporate registration, visa renewal, work permits and corporate business
permits.

Executive Committee

The Company’s executive commitiee as appointed on December 31, 2013 is composed of the following
members:

(1) Mr. Somchai Bulsook Chairman of Executive Committee

(2) Mr. Thapana Sirivadhanabhakdi = Vice Chairman of Executive Committee No 1
(3) Mr. Sithichai Chaikriangkrai Vice Chairman of Executive Committee No 2
(4) Mr. Dhitivute Bulsook Executive Director

(5) Mr. Chotiphat Bijananda Executive Director

(6) Mr. Karn Chitaravimol' Executive Director

(7) Mr. Marut Buranasetkul® Executive Director

Remark: ‘Resigned from Executive Director on July 1, 2013
Appointed as Executive Director on August 13, 2013
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Board of Directors Meetings 2013
The Board of Directors

Positions MNumber of Board of Number of

Directors Meetings meetings attended

Mr. Photipong Lamsam Chairman and Independent Director 6 3

Vice Chairman No. 1, Independent
; | Director and Chairman of

Mr. Suchin Wanglec Compensstion Committee and 6 [
Member ol Audit Commiltes

Vice Chairman No.2 and Chairman
of Risk Management Committee
Vice Chairman No,3, Executive
Director, Member of Compensation
Mr, Chotiphat Bijananda Committee and Member of f 5
Mominating and Corporate
Governance Committee

Vice Chairman No.4, Vice Chairman
of Executive Committee No. 1,
Chairman of Nominating and

Mr, Thapana Sirivadhanabhakdi Corporate Governance Committee, 6 5
Member of Compensation Commities
and Member of Rizk Management
Committee

Director, Chairman of Executive
Committee and CEQ, Member of
Mr. Somechai Bulsook Mominating and Corporate i [
Government Commiltee and Member
of Risk Management Committee
Director, Executive Director,

Prof. Dr. Wissanu Krea-Ngam

Mr. Dhitivate Bulsook Member of Risk Management i 5
Committee and President
Mr. Prasong Sukbum? Indzp:nl:ll:nl Plrcctur and Member of 5 0
Aundit Committes
Independent Director, Chairman of
Profl. Dr, Khunying Suchada Aundit Committes and 6 6
Kiranandana Vice Chairman of Risk Management
Committee
Mr, Pramoad Phornprapha’ Director 6 &
Honorary Prof, Rawat Chamchalerm Independent Director f [
Mr. Sakchai Thanaboonchai Director i 6
Mr, Rangsan Thammaneswong Director f &
Director, Vice Chairman of
oh o — ; Executive Committee No.2 and
Mr, Sithichai Chaikriangkrai Member of Risk Management f 5
Committee
Mr. Karn Chitaravimol® Director and Executive Director 3 3
Mr. Marut Buranasetkul® Director and Executive Director 2z 2
Mirs. Siripen Si h Independent Director and Member of 2 i

Audit Committee

Remark: 'dppointed as Member of Audit Commintee and changed from Director to Independent Director on
August 13, 2013
? Resigned as Indepedent Director and Member of Audit Commitiee on August 13, 2013
! Changed from Independent Director to Director and completed his term as Member of dudit Committee on
Augnest 13, 2013
* Resigned as Director and Executive Director on July 1, 2013
'Apjm.l’umd as Director and Executive Dirvector on Auguse 13, 2013
Ea'pﬂm'nted as ndependent Director and Member af Audit Committee on August 13, 2013
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7.2 The Company Executives

The disclosure of the names and positions of the Company” Executive Committee and its management
structure.

The ten executives of the company as at December 31, 2013 are as follows:

Names Positions

1.Mr. Somchai Bulsook Chief Executive Officer

2. Mr. Dhitivute Bulsook President

3. Mr. Thanongsak Osathanonth Finance Director

4, Mr. Arthakrit Visudtibhan Human Resources Director

5. Mr. Parinya Permpanich Marketing and Sales Operations Director

6. Mr. Peerapong Krinchai Operations Director

7. Mr. Pibul Voravath General Plant Manager, Pathum Thani

8. Mr. Amnat Peukpattanaruks’ General Plant Manager, Nakhon Sawan

9, Mr, Kwanchai Mahapomprachak General Plant Manager, Nakhon Ratchasima
10, Mr. Viraj Ithikumjorn General Plant Manager, Surat Thani

Remark: ‘Resigned as General Plant Manager, Nakhon Sawan on July 16, 2013

Management Structure of Sermsuk Public Company Limited

Somchai Bulsook

: . The Board of Directors
Chief Executive Officer R T N

Dhitivute Bulsook
President

mpany’s secretary

Internal Audit Department

Marketing & Sales
Operati Department Operations Department
F srmpanich rapong Krinchai
Marketing & Sales Operations Director
Operations Dir

Human Resources
Departrment
Arthakrit Visudtibhan
Human Resources Director

Pathum Thani Flant e F‘lhulij::l::.lff:ar“ Makhon Ratchasima Flant Surat Thani Plant
Pibul Voravath | (Acting) Kwanchai Mahapornprachak Vira] lthikumjom
General Plant Manager, 5 . = . Ehghod Eo__ General Plant Manager, General Flant Manager,
Pathim THani General Plant Manager, General Plant Manager, Nakhon Ratchasina Surat Thani
Lt Chon Buri Makhon Sawan Lt L AR T

ANMUAL REPORT 23
Sermsuk Public Company Limited and Subsidiaries 2013




Fulfill Happliness

Management Structure

7.3  The Company Secretary

The Company's committee had appointed Ms. Aroonrat Tangthiraphatrakij as the Company’s secretary
effective from 13 August 2013,

7.4 Fees and Remuneration

Directors and Management’s Fees and Remuneration

7.4.1 Fees and Remuneration in the form of cash

a) Directors Fees
The directors fees include the annual fee, meeting allowances and director’s bonus upon the approval by
the Company’s shareholders, as detailed under Item 10 of the 15 Principles of Good Governance.

Remuneration o o
: hl UT_ | Total Amount (Baht) rf]u' of Total Amount (Baht)
Executives Executives
Annual fee 7,570,537 7427472
Director’s bonus 23,000,000 9800000
17* 18™

*  Inclusive of two directors who completed their directorship terms and resigned from directorship
during the year

*% Inclusive of three directors who completed their directorship terms and resigned from
directorship during the year
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Detail of Directors' remuneration paid in 2013:

Remuneration {Baht)

Mr. Photipong
Lamsam

Chairman and
Independent Director

240,000

2,358,974

2,718,974

Mir. Somchai
Bulsook

Director, Chairman
of Executive
Committee and CEOQ,
Member of
Mominating amnd
Corporate
CGovernment
Committee and
Member of Risk
Management
Committes

240,000

240,000

2358974

100,000

70,000

320,000

3,388,974

Mir. Buchin
Wanglee'

Viee Chairman No |,

180,000

1,769,231

45,000

2,304,231

Mir. Prisong

74,194

1,179,487

99,462

1,353,143

Prof. Dr.
Ehunying
Suchada
Kiranandana

of Audit Committes
and Vice Chairman
of Risk Managetment
Committee

120,000

120,000

1,769,231

360,000

120,000

2489231

Mr, Dhitiviate
Bulsook

Director, Executive
Ditector, Member of

1,179,487

100,000

220,000

1,719,487

Mr. Pramoad
Pharmpraphs’

Directar

120,000

$28.220

135,000

1,203,220

M Thapora

Vice Chainman Nod,
Vice Chairman of
Executive
Committes Mo.1,
Chairman of
Nominating and
Corporate
Governance
Committee, Member
of Compensation
Committes and
Member of Risk
Management

Commiltee

180,000

150,000

1,768,231

T0.000

130,000

280,000

2,649,231

Mr. Chotiphat
Bijananda

Vice Chairman No.3,
Executive Director,
Member of
Compensation
Committes and
Member of
Mominating and
Corporate
Governance
Commities

150,000

150,000

1,769,231

70,000

130,000

2,369,231

M. Sithichai
Chaikrianghrai

Director, Vice
Chairman of
Expcutive
Commiittee No.2 and
Member of Risk
Management
Committes

120,004

100,

1,179,487

260,000

1,759 487
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Remark: ‘Appointed az Member of dudit Commitice and changed from Director to independent Director on August 13, 2013

? Resigned as Indepedent Director and Member of Audit Commistes on August 13, 2013

' Changed from Mndependent Divector fo Divector and completed hix term as Member of Audit Committes Director on August 13, 2003
! Resipned as Director and Executive Director on July 1, 2013

' Appointed as Director and Executive Divector on August 13, 2013

* Appointed as Independent Director and Member of Audit Committer on Aumest 13, 2013
! Completed directorship term on April 19, 2012

Mr. Kam Director and

Chitaravirol* Execative Dircctor 50,000 50,000 | 1,179,487 110,000 1,408,487
Vice Chairman No.2

Frof. Dr. Wissanu | and Chairman of -

Kres-Ngam Risk Man il 180,000 (T 1,769,231 - L84, 004 - 2309231
Commities

Honorary Prof,

Rammrat Independent Director 120,000 120,008 1179487 - - - 1415487

Chamchalerm

Thacsboomchad Director 124,000 120,00 1,179,487 - ) = 1,419 487

m;ﬁ.ﬁw ong | Direstor 20000 | 120000 | 1,179,487 1 419,487

Mr. Marut Direcior and

Buranasethul® Execuative Director 43,306 ACI00 i = 90,269 176,075

e Independent Director

Mis. Siripen

Sit g and Member of 45, 80 201,00 - 45,000 - 110,806
Audit Committes

Mr. Willam

Ellwood DHrector 351,268 351,268

Heinecke”

30,570,537
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b)

Executive remuneration and compensation

Chief Executive Officer and 9 other executives were remunerated as follows:

Remuneration . —
No. of Total Amount (Baht) No. of

Hpe e Total Amount (Baht)

Executives

Salary 64,687,743.45 61,739,316.48

Provident Fund 3,728,030.20 3,314,877.87

Remuneration/Bonus 42 083,312.58 15,814,593.92

110,499,086.23 80,868,788.27

7.4.2 Other Compensation

7>

Executives Long-Term Incentive Plan (Phantom Plan)

The Board of Directors’ meeting No. 4/2006 held on June 13, 2006 passed a resolution approving the
establishment of a new long-term incentive program to the Company’s executives (Phantom Plan) replacing
the Executives Stock Incentive Plan (ESIP) of which the final allotment for its 5th year was completed in
2005. The new incentive program is a 5 year program covering 2006 — 2010 giving each executive non-
transferable incentive units calculated as a fixed percentage of salary divided by the conversion price. The
conversion price is set at the eamings per share of the year prior to the grant date multiplied by approved target
growth and a tenfold price earnings ratio. The incentive payment will be made in the form of cash payment to
each executive 3 years after the granting date of the incentive units. The payment will equal the number of
incentive units multiplied by the redemption price whereas the redemption price is calculated from the average
3 year EPS multiplied by 10 times of the price earnings ratio.

The Company’s Board of Directors has approved the fifth compensation payment under the program and
the payment was made to the executives in 2013.
Personnel

As of December 31, 2013, Sermsuk Plc., had a total of 6,699 registered employees. The total employee cost
paid by the company last year was Baht 1,938 million. Numbers of personnel in each function were as follows:

o Production 1,104
o General Administration 736
o Fleet 214
o Sales and Warehouses 4,645

There are no significant employee disputes.
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8.

Corporate Governance

8.1 Policy on Corporate Governance

The Board of Directors Meeting has approved the Company's Corporate Governance Policy as follows:

The Board of Directors believes in the principles of good corporate governance and recognizes its importance in
strengthening the trust of its shareholders, its stakeholders and the public at large, and increasing sharcholder
value. The Board of Directors is thus committed to compliance with corporate governance guidelines issued by
the regulatory bodies that govern the operations of public companies, and to the implementation of such other
standards that are appropriate to the proper conduct of the business of the Company.

The Sub-committees

The Company’s Board of Directors consists of 15 members elected by the resolution of the Shareholders’
meeting as mandated by the Company’s Articles of Association. With extensive knowledge and experience in
the business area, the Board of Directors defines the policies, vision, strategies, objectives and business trends
for the Company and enables the Company’s management to run the Company's business in an efficient
manner in accordance with the Company’s business objectives. The Board of Directors appoints the Chairman
of the Board and the Chairman of Executive Committee & Chief Executive Officer and the President. The
Chairman of Executive Committee & Chief Executive Officer is authorized to manage the Company's
business under usual business norms and the direction from the Board of Directors,

A minimum of three Board of Directors meetings are required every month. However, in order to resolve any
urgent issues, a special meeting may be called as necessary. In 2013, there were a total of 6 meetings.

The Board of Directors appoints an Audit Committee, 3 Compensation Committee, a Nominating and
Corporate Governance Committee, an Executive Commitiee and a Risk Management Committee. The
composition and responsibility of these committees are set out under Item 12 of the 15 Principles of Good
Governance.

The Board of Directors exercises its managerial role through the review of management reports made at the
Board of Directors meetings as to the Company’s operations and performance, compared to the operating plan
and performance of the previous year, Moreover, the Board's approval or ratification is required for the
implementation of important policies and projects, for example, projects involving substantial investment,
transactions with related parties, etc,

The Board of Directors is committed to adhering to the Code of Best Practices for the Directors. Review and
scrutiny of the Company’s management has been carried out regularly and honestly to ensure compliance with
laws, the Company’s objectives and regulations, and the resolutions of the shareholders’ meeting, with due
care for the Company’s benefits and responsibility to the shareholders. As required by the Securities Exchange
Commission and Stock Exchange of Thailand that all listed companies disclose their compliance with the 15
Principles of Good Governance, the Company summarizes its compliance status as follows:

1. Policy on Corporate Governance

The Board of Directors Meeting has approved the Company’s Corporate Governance Policy as follows:

The Board of Directors believes in the principles of good corporate governance and recognizes iis importance in
sirengthening the trust of its sharcholders, its stakeholders and the public at large, and inereasing shareholder
vilue. The Board of Directors is thus committed to compliance with corporate governance guidelines issued by
the regulatory bodies that govern the operations of public companies, and to the implementation of such other
standards that are appropriate to the proper conduct of the business of the Company.

1. Shareholders — Rights and Ecuitable Treatment
The Company encourages shareholders to exercise their legal rights, such as rights to receive their share of

profits in the form of dividends, rights to freely transfer the Company's stock, rights to access the Company’s
news and information, rights to attend and vote in the shareholders’ meetings.
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To ensure shareholders’ access to updated news and information, the Company announces its operating results
and important information to the shareholders the Securities Exchange of Thailand and on the Company’s
website,

For each shareholders’ meeting, the Company will send shareholders an invitation letter at least fourteen days
before the meeting, setting out the meeting agenda and including the supporting documents (via the Company
Registrar), so as to provide Sharcholders enough time to review the detailed information. The invitation letter
and other Annual General Sharcholders® Meeting materials will also be posted on the Company’s website. The
Company also publishes the Shareholder invitation letter in a daily newspaper, both Thai and English, 3 days
before the meeting,.

In 2013, the Annual General Meeting of Shareholders was held on April 29, 2013,

3. Stakeholders® Rights
The Company recognizes the Stakeholders® rights and the protection of their interests in the Company as per the
following policies:

Shareholders: The Company acknowledges the responsibility to increase the shareholders” benefit and
provide sufficient information on the Company's operations and performance to all
shareholders. With this objective, the business operations of the company have been
conducted carefully and transparenily in order to increase sales, profits and financial
strength. The Company has also continuously improved its business processes to increase
operating efficiency and cost control, which has resulted in better performance.

Employees:  Employees’ ethics and diseiplines in the operation of the business are strongly stressed, as
they result in a good reputation and image for both the Company and its employees. The
Company provides a good working environment, equal opportunity and fair treatment to all
employees, with no discrimination on the basis of sex, race or religion.

Customers: The Company realizes the importance of customers and consumers’ rights to receive good
quality products at a fair price, including product trial opportunities and the benefits from
sales promotion campaigns. The Company has established an active system to receive
customer complaints regarding products and services, providing quick responses and
corrective actions

Suppliers, Business Partners, and Competitors:

The Company has a purchasing policy for suppliers to allow open bids, in order to ensure
a fair deal based on good quality products and services at a reasonable price, The Company
is committed to free trade and fair competition according to the law.

Community: The Company is highly cognizant of its social responsibility with activities contributing to
the wellness of society, such as the Song Bulsook Foundation’s scholarships to students, the
“Dek Thai Kai Jai Kheng Rang Project”, an initiative to promote health among youth
through sports; the Green Community Project for environmental protection and
sustainability; occupational promotion and income generation for communities by providing
support via the company’s channels of product distribution, as well as relief efforts for
people in need and victims of natural disasters.

Environmental Protection:

The Company recognizes the importance of environmental protection and actively
participates in environmental protection and energy saving programs to prevent air and
water pollution and manage unused materials by using ‘Clean Technology® and the 3Rs
(Reduce, Reuse and Recycle) concept in all of its manufacturing and distribution

procedures. The Company has operated under the 5 Sermsuk Green Dimensions which are
water, packaging, energy, environment and human resources. The Company has broadened
its environmental activation to the public by being a model of environmental congervation
and protection for external parties and other enterprises, aiming to form a major force that

drives environmental and social sustainability in Thailand and allows Sermsuk to grow in a

good and sustainable environment.
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Shareholders’ Meeting

The Company allocates enough time at Shareholders’ meetings for Sharcholders to express their opinions
and question the Chairman, Board Members, and Board Committees about the Company’s operations.

Leadership and Vision of the Board of Directors

The members of the Board of Directors are qualified and experienced individuals who have vision, exercise

independence in making important decisions, and set up policies and directions for the benefit of the Company
and 1is shareholders,

Conflicts of Interest

The Company believes in the need for the independence of its directors and management, to prevent any
conflict of interest, and to strictly comply with the direction and regulations of the Securities and Exchange
Commission and the Stock Exchange of Thailand — especially, conflict of interest regarding connected persons
from connected transactions or the conflict of interest of an employee from his area of responsibility. The
Company Code of Conduct for Directors provides that at a Board of Directors meeting, a director who has an
interest in any item on the agenda is not permitted to attend the meeting during the discussion of that matter
and is not entitled to vote.

Business Ethics

The Company emphasizes business ethics throughout its operations by cooperating with governmental
agencies and ensuring compliance with laws and regulations. The Company Code of Conduct for Directors
and the Employee’s Code of Conduet contain specific provisions in this respect with annual reviews and
written acknowledgement by the Company’s executives.

Balance of Power for Non-Executive Directors
Definition of “Independent Director”™:

An Independent Director is the director elected by shareholders who:

* Holds shares of not more than 1 percemt of paid-up capital of the Company, affiliated company,
associated company or related company, which shall be inclusive of the shares held by related
persons;

o Does not take part in the management, or being an employee, staff member or advisor who receives a
regular salary, or having direct or indirect benefit or interest in the finance and management of the
Company, affiliated company, associated company or majority shareholder of the company;

o [3 not a related person or close relative of any management member or majority shareholder of the
Company;

o [y not appointed as a represeniative fo safeguard interests of the Company's directors, majority
shareholders or shareholders who are related to the Company's majority shareholders;

o [v capable of performing duties, giving opinions as a direcitor free and clear of the control of the

management or the majority shareholders of the Company including related persons or close relatives
of the said persons.

The Company acknowledges the need to appoint outside and independent directors. The Board of Directors as
at December 31, 2013 consisted of 6 executive directors, 4 non-executive directors and 5 independent
directors

Aggregation or Segregation of Duties

The positions of Chairman of the Board of Directors and the Chief Executive Officer are held by different
persons, in order to clearly segregate dulies in setting corporate policy and daily management. Approval
from the Board of Directors and/or shareholders is required on major and material matters. The Company’s
operating performance is regularly reported at least on a quarterly basis at the Board of Directors Meetings,
and the Board is able to review and ask questions about operating performance and the management.
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10. Directors Fees and Management Remuneration

Directors’ remuneration consists of directors’ fees and directors’ bonuses, as approved by the shareholders
in the Annual General Meeting No. 1/2013 held on April 29, 2013.

& The Chairman of the Board and the Chairman of the Executive Committee & Chief Executive Officer
each receives an annual fee of Baht 240,000 and a meeting allowance of Baht 40,000/meeting,

* The Vice Chairman of the Board receives an annual fee of Baht 180,000 and a meeting allowance of
Baht 30,000/meeting

* And other directors each receive an annual fee of Baht 120,000 and a meeting allowance of Baht
20,000/meeting.

In addition, the Board of Directors received a total bonus of Baht 23 million for 2012 performance, which was
allocated between directors in proportion to their annual director’s fees, as agreed by the Company’'s
shareholders. The eligible directors were those who assumed the position until December 31, 2012 and
directors who ended their term of duty at the Company’s 2012 general sharcholders meeting and notified their
intention not to be elected to sit on the Company’s board again.

Sub-committees” remuneration was approved by the shareholders in the Annual General Meeting No. 1/2013
held on April 29, 2013 as follows:

The Audit Committee:
The Chairman of the Audit Committee receives a Baht 160,000 annual fee and meeting allowance of Baht

50,000 per meeting. Members of the Audit Committee each receive a Baht 80,000 annual fee and meeting
allowance of Baht 25,000 per meeting,

The Compensation Commitice:

The Chairman of the Compensation Committee receives a Baht 80,000 annual fee and mecting allowance of
Baht 25,000 per meeting. Members of the Compensation Committee each receive a Baht 40,000 annual fee
and meeting allowance of Baht 15,000 per meeting

The Nominating and Corporate Governance Committee
The Chairman of the Nominating and Corporate Governance Committee receives a Baht 80,000 annual fee and

meeting allowance of Baht 25,000 per meeting. Members of the Nominating and Corporate Governance
Committee each receive a Baht 40,000 annual fee and meeting allowance of Baht 15,000 per meeting,

Risk Management Committee

The Chairman of the Risk Management Committee receives a Baht 80,000 annual fee and meeting allowance of
Baht 25,000 per meeting. The Vice Chairman of the Risk Management Committee receives a Baht 60,000 annual
fee and meeting allowance of Baht 20,000 per meeting. Members of the Risk Management Committee each receive
a Baht 40,000 annual fee and meeting allowance of Baht 15,000 per meeting,

Executive Commitice

The Chairman of the Executive Committee receives a Baht 80,000 annual fee and meeting allowance of Baht
25,000 per meeting. The Vice Chairman of the Executive Committee receives a Baht 60,000 annual fee and
meeting allowance of Baht 20,000 per meeting. Members of the Executive Committee each receive a Baht 40,000
annual fee and meeting allowance of Baht 15,000 per meeting,

The Management's remuneration is recommended by the Compensation Committee for approval by the Board of
Directors and/or the shareholders, as appropriate.
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