Management’s Discussion

and Analysis

Highlights of the Consolidated Financial Statements and Key Financial Ratios

(a) Consolidated statements of financial position of CPF and its subsidiaries
as of 1 January 2011, 31 December 2011 and 2012

1 January 2011" 31 December 2011" 31 December 2012
THB, million %  THB mililon %  THB millon %
Cash and cash equivalents 7,761 6 24,341 15 12,258 4

Overdrafts and short-term borrowings from 10,051 8 22,897 14 47,660 15
financial institutions

From 1 January 2012, the Company early adopted the International Accounting Standards ("IAS”) No. 41 Agriculture
(see more details in No.3 Changes in accounting policies of the Notes to financial statements), and which has been ap-
plied retrospectively to its statements of financial positions as of 1 January 2011 and 31 December 2011, as well as the
consolidated statements of income, statements of comprehensive income and the consolidated statement of cash flow for
the year ended 31 December 2011. The Company has not, however, restated its financial statements for the year ended
31 December 2010. Consequently, it has not been shown for comparison in this Management’s Discussion and Analysis.
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(b) Consolidated statements of income of CPF and its subsidiaries
for the years ended 31 December 2011 and 2012

20117 2012
THB, million THB, million

Revenue from sale of goods 206,099 98 357,175 95
Gains on changes in fair volue of investment in associates - - 8673 2
Goins on sdle of investments 138 1 6009 2
Othes . asse 1 299 1
Tom“evenues ............................................................................................................................. 2 09013 ........... 100 ............ 3 74853 ........... 100 ......

S SOleOfQOOdS .............................................................................................................. ]72487 ............. 8 3315838 ............. 8 4 ......
Gains on changes in fair value of bidlogical ossefs & - @9 -

Seling ond administiafive expenses 18S9 9 B0 9
Pnancecosts o R Y
others
Tomlexpenses ............................................................................................................................. ]9374] .............. 9 3 ............ 3 55298 ............. 95 ......

here of oot of OssocmesOndjomﬂy_conﬂo”edemmes ..................................... 3863 ............... 2 ................ 4 ]39 ................ ] ......
prombefore,ncomequexpense19135 ............... 9 .............. 2 3694 ............... 6 ......

ome oo 2898] ................. 2675 ................ ] ......
Pofitforthe year 16297 8 2100 5
‘Non-confroling inferests aw - e2n -
P,of,”o,fheyeqmm,bumuefoequ”yhdde,soffheCompcny16”7 ............... 8 .............. 18790 ............... 5 ......

(c) Consolidated statements of comprehensive income for the years ended 31 December 2011 and 2012

(Unit : THB, million) 20117 2012

Profit for the year 16,237 21,019
 Other comprehensive income for the year, nef of income fax expense (ncomme) 243 5339
Totdl comprehensive income for the year 15994 20358
Non-confrollng inferests asy e
Total comprehensive income for the year affributable fo equity 15809 28919

holders of the Company

? Please see details in footnote No.1 on page 34
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(d) Consolidated statements of cash flows for the years ended 31 December 2011 and 2012

(Unit : THB, million)
Net cash provided by operating activities . 529

(12,516)

23,993

(e) Key financial ratios of the consolidated financial statements of CPF and its subsidiaries

2011 2012

Liquidity ratios

Current ratio” (fimes) 1.66 1.15
Quickrafio’ timey 087 037
Cosh fow liquidity ratio® timesy 045 001
Accounts receivable tumover® timesy 1204 1708
Collection period ' ®ayy % 0
nvenfory tumover ratic® dtimes 2508 314
ventoy tumover’ ®ay w o no
Accounts payoble fumover® ttimesy 1609 1952
Payable period” ©ay 2 8
Casheyde” ©ay 0 B
CProfitability ratios
Grossprofitmargn® % 163 ner
Operafing profit margin % 1046 842
Netprofit margin® % 757 4%
Retumonequiy* e %5 2000
Operating efficiency ratios
Retumonfxedossets’ % a4, 3643
Aset umover” ¢times  1a 161

Debt to equity” (times) 1.39 1.57
nferest coverage® dimes 725 019
Debt service coverage” dimesy 05 001
Dividend payout” & 6078 10879
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Management’s Discussion and Analysis

This management’s discussion and analysis is based
on the consolidated financial statements of CPF and
its subsidiaries, which are together referred fo as the
‘Company’ for the year ended 31 December 2012.
It includes the financial statements of CPF and its
subsidiaries, as stated in No.1 General Information of
the Notes to the financial statements,

In 2012, the following significant events affected the
preparation and presentation of the consolidated
financial statements for the year ended 31 December
2012, and the consolidated financial statements used
for comparison are as follows:

(1) Changes in accounting policy

From 1 January 2012, the Company has early adopted
the International Accounting Standards (IAS") No. 41
Agriculture (see more details in No.3 Changes
in accounting policies of the Notes to the financial
statements for the year ended 31 December 2012), and
this has been applied retrospectively to its statements of
financial position, as well as the consolidated income

Please see details in footnote No.1 on page 34

liabilities

Inventory turnover = 360 / Inventory turnover ratio
Payable period = 360 / Accounts payable turmnover
Gross profit margin = Gross profit / Net sales

Net profit margin = Net profit / Total revenues

Asset turnover = Total revenues / Average total assets

20

21

assets + Dividend paid)
22

23

Meeting No. 1/2013 for further approvall.

Current ratio = Total current assets / Total current liabilities
Quick ratio = (Cash and cash equivalents + Short-term investment + Accounts receivable - trade and others) / Total current

Return on equity = Net profit / Average shareholders’ equity
Return on fixed assets = (Net profit + Depreciation) / Average fixed assets

Debt to equity = Total liabilities / Total shareholders” equity
Interest coverage = Net cash provided by operating activities / Interest expenses

statement, statements of comprehensive income and
the consolidated statement of cash flow for the year
ended 31 December 2011.

(2) Business Combinations by share acquisition

In 2012, the Company acquired three companies,
namely (1) C.P. Pokphand Company Limited ("CPP’)
(2) Makin Jernih Sdn. Bhd. (‘MJSB"), and (3) Chester
Foods Company Limited (‘Chester’), by acquiring
shares equal fo 76.13%, 99.99% and 99.99%, respectively.
As a result, these three companies became new
subsidiaries of the Company, and are included
in the consolidated financial statements for the
year ended 31 December 2012. The Company has
applied Thai Financial Reporting Standards (‘TFRS")
No. 3 (revised 2009) Business Combinations to
recognize the business combination transactions,
and they are disclosed in the notes to the financial
statements for the year ended 31 December 2012 No 5.
Business Combinations - buy shares.

Cash flow liquidity ratio = Net cash provided by operating activities / Average current liabilities
Accounts receivable turnover = Net sales / Average accounts receivable - frade and others
Collection period = Average accounts receivable / Total revenues*360

Inventory turnover ratio = Cost of sale of goods / Average finished goods

Accounts payable turnover = Cost of sale of goods / Average accounts payable

Cash cycle = Average collection period + Inventory tumover - Payable period

Operating profit margin = Profit before finance costs and income tax expense / Net sales

Debt service coverage = Net cash provided by operating activities / (Debt payment + Investment expenses + Purchase of

Dividend payout = Dividend paid / Net profit of the Company’s separate financial statements
The Board of Directors shall propose the annual dividend payment for the year 2012 to the Annual General Shareholder’s
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The following summarizes the recognized amounts of assets acquired and liabilities assumed on the acquisition date:

Loans to related companies

1. Operating Results

(1) The overview of the operating results

In 2012, the Company had faced with many
challenges, including the over-supply of meat in both
the domestic market, and in many other countries,
as well as the fluctuation of raw material prices, and
higher production costs. Severe drought in America
in the third quarter of 2012 caused the price of maize
and soybean meal, which are the major raw material
for feed production to increase steeply. As a result, the
production cost of raising animal protein increased
accordingly, when compared to 2011,

In addition, the over- supply of meat especially in Thailand,
as a result of capacity expansion in the meat industry,
led to the average market price for meat being
lower than costs of production. Furthermore, the world
economy is still subject to fluctuations, and the future
is not very bright, especially in the European Union
countries. As a resulf, exporters are having difficulty
matching the cost to the selling price.
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Unit: THB, million

CPpP MJSB Chester
4,493 - -
................. 3 4240128]36
................. ]909554377
................. 15070]88494
..................... (395)__
............... (]5892)(55)_
............... (]6665)(]80)(264)
................. 39946624443
............... (]2449)__
............... (]2]84)__
................. 5 5936437
................. 7]249667450

Moreover, in the fourth quarter 2012, the Thai shrimp
industry was adversely affected by the outbreak of a
new disease, which resulted in a dramatic fall in the
supply of shrimp to the market. Currently, however,
the government and private sector are conducting
research as to the causes of the disease, so as to
prevent an escalation of the outbreak.

The Company’s fotal sales in 2012 was THB 357,175 million
increased by 73% from THB 206,099 million in 2011. The
increase of sales was from operational sales growth in
Thailand of 3%, as well as infernational sales growth
of 281%. Sales from international operations increased
primarily as a result of sales from a new subsidiary, which
has been consolidated since the first quarter of 2012,
representing a 275% of the international sales growth.



The Company’s net profit in 2012 of THB 18,790 million was up 17% from THB 16,117 million in 2011, mainly as a
result of gains on changes in fair value of investments in CP Vietnam Corporation (‘\CPV") of THB 8,673 million.
Recognition of such gain complied with TFRS No. 3 (revised 2009) Business Combinations (see more details in
No. 5.1.2 of the Notes to the financial statements for the year ended 31 December 2012).

(2) Results of each business line

2010 2011 2012

THB, million % THB, million % THB, million  Sosa:

1. Thailand Operations

Feed 47,631 25 51,704 25 56,471 16
""""""""" fam  s3ex 29 89 98 487 15
""""""""" food  Maw & sl 8 a4 5
CoaaBpot
""""""""" N S VR
""""""""" fam  sas 3 el 3 782 2
""""""""" food 04 1 2102 10 296 7
Total sales fiom Thaland operafions 139392 74 Isard9 75 159424 45

Feed 26,160 14 25,994 13 144,650 40
""""""""" Fam ol N 2831 N o988 14
""""""""" food 209 1 285 1 323 1
*Total scles fiom infemational operations wes7 26 sl90 25 197761 85
Tofal revenue fromsales 189040 100 206099 100 357175 100
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Results of each business operation and business line

(1) Thailand operations
Salles from Thailand operations totaled THB 159,424 million
in 2012, an increase of 3% from THB 154,149 million
in 2011. Details of the operating results for each
business line are as follows:

Domestic sales

Domestic sales increased by 2% to THB 128,562 million
in 2012, from THB 125,558 million in 2011. This was
due to an increase in the sales from animal feed
and food products.

Export sales

Export sales increased by 8% to THB 30,862 million
in 2012 from THB 28,591 million in 2011, due fo an
increase in the sales of farm and food products.

In 2012, the gross profit margin for Thailand
operations was 11%, decreased from 19%in 2011. This
was due to a combination of lower meat prices and
higher raw material costs for animal feed production.

(2) International operations

Sales from international operations totaled
THB 197,751 million in 2012, which represented an
increase of 281% from THB 51,950 million in 2011.
This was primarily due to the sales contributed by
the new subsidiary, which has been consolidated
since quarter of 2012, and which amounted to
THB 143,027 million. As a result, sales from international
operations increased to 55% of total consolidated
sales.

In 2012, the gross profit margin of international
operations increased to 12% from 9% in 2011. This
was mainly due to the consolidation of the
new subsidiary’s operating results, as well as the
improvement of operating performance of
subsidiaries in Turkey and Taiwan.
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2. Changes in other Comprehensive Income
For the year ended 31 December 2012, the Company
recorded changes in other components of net equity
after tax presented in the Company’s comprehensive
income statements. As a result, the Company’s other
comprehensive income increased by THB 5,339 million.
This was mainly due to an increase in revaluation
differences on assets equivalent to THB 5,638 million, fair
value changes on investments of THB 894 million, and
a decrease in foreign exchange differences arising on
the currency franslation of THB 1,263 million.

3. Financial position

(1) Assets

As of 31 December 2012, the Company’s total assets
amounted fo THB 310,544 million, and this figure
included THB 109,201 million in current assefts,
THB 90,812 million in property, plant and equipment,
and THB 110,531 million in long-term investments and
others.

Total assets as of 31 December 2012 increased by 93%
from the previous year, mainly due to the acquisition
of the new subsidiaries as mentioned above in
'(2) Business Combinations by share acquisition” on
page 37.

(2) Liquidity

In 2012, the Company had net cash provided by
operating activities equivalent to THB 529 million,
whereas net cash used in investment activities was
THB 59,494 million. Net cash provided by financing
was THB 46,449 million, as a result of cash receipts
from debentures, bill of exchange, short-term and
long-tferm loans from financial institutions, the sale
of treasury shares and others of THB 72,401 million,
as well as cash payments made on short-term loans,
debentures, long-term loans, interest expenses,
dividend and others amounting to THB 25,952 million.
The Company’s cash and cash equivalents (net
of bank overdrafts) as of 31 December 2012 was
THB 12,250 million.

As of 31 December 2012, the Company’s current ratio
was 1.15 times, decreased from 1.66 times at the end of
previous year. The cash cycle was 13 days - a decrease
from 20 days last year, as a result of a shorter collection
period from 28 days in 2011 to 20 days in 2012.



As of 31 December 2012, the Company was obliged to make payments on long-term loans and debentures
amounting to THB 9,301 million in 2013, THB 9,695 million in 2014, and THB 9,692 million in 2015 and THB 64,670 million
from 2016 to 2041,

Details of the outstanding CPF debentures of THB 58,460 million as of 31 december 2012 are as follows:

Amount :
. Maturity Term Coupon Rate per
(THB, Issued Date ~ Maturity Date (Yeors) Annum (%)
million)
1. Debenture of CPF #1/2008 3,000 15 Aug 2008 15 Aug 2013 5 5.70
Series 2
2. Debenture of CPF #1/2009 2,200 25 Nov 2009 25 Nov 2013 4 3.90
Series 1
3. Debenture of CPF #1/2009 3,200 25 Nov 2009 25 Nov 2014 5 4.30
Series 2
4, Debenture of CPF #1/2009 3,000 25 Nov 2009 25 Nov 2015 6 4.80
Series 3
5. Debenture of CPF #2/2009 1,000 22 Dec 2009 30 May 2015 5 years 5 months 4.40
8 days
6. Debenture of CPF #1/2010 1,000 11 Feb 2010 30 May 2015 5 years 3 months 4.20
19 days
7. Debenture of CPF #2/2010 3,000 3 Nov 2010 3 Nov 2014 4 Year 1-3 = 3.00%
Series 1 Year 4 = 4.00%
8. Debenture of CPF #2/2010 5,000 3 Nov 2010 3 Nov 2017 7 Year 1-3 = 3.00%
Series 2 Year 4-5 = 4.00%
Year 6-7 = 5.00%
9. Debenture of CPF #1/2011 3,000 19 Aug 2011 19 Aug 2018 7 4.65
Series 1
10. Debenture of CPF #1/2011 3,000 19 Aug 2011 19 Aug 2021 10 4.87
Series 2
11. Debenture of CPF #1/2011 4000 19 Aug 2011 19 Aug 2041 30 5.42
Series 3*
12. Debenture of CPF #2/2011* 6,000 21 Dec 2011 21 Dec 2041 30 5.42
13. Debenture of CPF #1/2012 6,060 15 Mar 2012 15 Mar 2016 4 417
14, Debenture of CPF #2/2012 6,000 3 Aug 2012 3 Aug 2019 7 Year 1-4 = 4.35%
Series 1 Year 5-7 = 5.00%
15. Debenture of CPF #2/2012 4000 3 Aug 2012 3 Aug 2022 10 Year 1-4 = 4.40%
Series 2 Year 5-9 = 5.00%
Year 10 = 6.00%
16. Debenture of CPF #2/2012 5000 3 Aug 2012 3 Aug 2032 20 5.30
Series 3*

* Debenture with holder’s early redemption right af the end of year 15
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(3) Source of funds

The Debt to Equity ratio as of 31 December 2012 was
1.57 times, and the Net Debt™ to Equity ratio was
1.41 times (lower than the indicated 2.00 times Net Debt
to Equity ratio which the Company has to maintain
under the specified terms in the Terms and Condition
of debenture issuers and debenture holders for all
outstanding debentures).

Total liobilities amounted to THB 189,763 million, an increase
of 103% from 31 December 2011, due to an increase
of interest bearing debt equal to THB 76,753 million, as
well as non-interest bearing debt of THB 19,580 million.
This was mainly due to the liabilities of new subsidiaries,
as previously mentioned in '(2) Business Combinations
by share acquisition” on page 37, and financing for
the purchase of CPP’s shares.

The Company’s total liabilities of THB 189,763 million,
comprised of non-interest bearing debt and interest
bearing debt, amounted fo THB 146,203 million and
THB 43,560 million, respectively. Interest bearing debt,
comprising short-term and long-term debt, amounted
to THB 62,137 million and THB 84,066 million, respectively.

As of 31 December 2012, shareholders’ equity was
THB 120,781 million, which represented an increase
of 80% year-on-year. The increase in shareholders’
equity came mostly from the increase of paid-up share
capital and premiums on ordinary shares arising from
an increase in capital for financing the purchase of
CPP’s shares, an increase in retained earnings due to
an increase in operating profits after the payment of
interim dividends for 2012, as well as the increase in
non-controlling interests and revaluation differences
on assefs.

(4) Investment in 2013-2015

The Company’s capital expenditure for 2013-2015 is
approximately THB 50,000 million. Investment in Thailand
will mainly be for creating value added to its current
businesses, while investment internationally will focus on
business expansion in both existing and new markets.
Investment plans may change according to changes
in the business environment.

(5) Dividend payment

In accordance with the Company’s dividend policy,
the sum for dividend payments for each year’s
operating results will be approximately 50% of net profit
after tax and legal reserve requirements (based on the
separate financial statements of the Company). On
22 February 2013, the Company’s Board of Directors
passed a resolution approving a dividend payment o
shareholders of THB 1.10 per share in total. The Company
paid the first dividend payment to shareholders, as an
interim dividend of THB 0.60 per share on 7 September
2012. Therefore, the second dividend payment, which
will be paid as an annual dividend payment for 2012,
will be THB 0.50 per share. The Board of Directors will
propose the annual dividend payment to the Annual
General Shareholders” Meeting No. 1/2013, to be held
on 24 April 2013 for further approval.

(6) Factors affecting the Company’s performance in
the future

In addition to the risks described under the ‘Risk
factors’, the Company has assessed the information
available at present, and the factors that may affect
the achievement of the Company’s goals and
performance in 2013 are as follows: 1) The continuation
of the disease outbreak in shrimp that occurred in the
fourth quarter of 2012; 2) An increase of raw material
prices in excess of the Company’s estimates, and
3) An over-supply of meat in the domestic market which
may result in a lower selling price for meat than that
which the Company estimates.

* Net debt = Total liabilities - Cash and cash equivalents + Guarantee to any persons or juristic persons excluded
(1) guaranteed by CPF to its subsidiaries and guaranteed by CPF’s subsidiaries to CPF and (2) deferred tax

liabilities
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