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Joey Wat

Chief Executive Officer

Dear Stockholders,

2022 brought us unprecedented challenges. In just 12 months, we managed sporadic COVID outbreaks, entire city
lockdowns, nationwide infections, and the sudden lifting of COVID-related restrictions. Yet throughout this trying
period, we outperformed the restaurant industry in China, overcoming challenges with resilience, agility, and
innovations.

We delivered total revenue of $9.57 billion for the full year, a 3% decline year over year in reported currency, or a

1% increase at constant foreign exchange rates. Despite the deleveraging impact from our top-line, we managed

to increase our restaurant margin to 14.1%, leveraging multiple cost initiatives in materials, labor, rental, etc. We
generated $1.41 billion in cash flows from operations and $734 million in free cash flow. Our strong balance sheet
enabled us to return $668 million to shareholders in cash dividends and share repurchases. We continued to expand
aggressively, opening 1,159 net new stores in 2022. Total store count reached 12,947 units at year end.

1 ,1 ! $ 9-5 billion $ 44: million $ 73‘ million

Net New Stores Total Revenues Net Income Free Cash Flow*

This seems to me to be an opportune time to reflect on how we fared during the pandemic, why, and what we might
learn about how we should adapt our strategies as the environment turns more benign.

My key learnings are that 1) we are emerging from the pandemic in a much-strengthened competitive position; 2)

we are doing so partly because of the decisions taken and extraordinary efforts exerted by Yum China teams over

the past three years, and partly because of key capabilities built over the several preceding years; and 3) we are well
positioned to grow — profitably and with compounding competitive advantage, to capture the ample opportunities that
China’s rapidly reviving prosperity will afford us.

* Net cash from operating activities minus capital expenditure



Reflection

The resilience Yum China displayed during the pandemic
did not emerge suddenly when called for; rather, it
resulted from many years of capability building and
culture shaping. Important steps that come to mind are:

e |t all starts with the food - delicious, innovative
and fairly-priced food is the irreducible minimum
of any restaurant operation. Upgrading our offering
was the first step in turning around KFC in the past
and Pizza Hut more recently. We ended up building
an innovation machine that keeps our menus fresh
to this day. In the past three years, we launched over
1,500 new and upgraded products. Examples include
Juicy whole chicken and Wagyu/Angus beef burger
at KFC, and Durian pizza at Pizza Hut.

e We made significant investments in digital technology
to improve operating transparency and efficiency.
Digital capability has also suffused and transformed
many facets of the company, from our supply chain
to our kitchens to our customer-facing apps and
screens. Al-powered smart ordering, real time
inventory management, dynamic delivery coverage,
robotic servers . . . the list goes on and on.

We opened new logistics centers (bringing our total
to 33) to further increase our flexibility, and invested
in our supply chain management system to make it
more robust. When the Shanghai lockdown cut off
truck access, we added rail and sea freight to ensure
distribution of key supplies. Our store inventory
system afforded us the visibility to enable real-time
sales forecasting and smart inventory replenishment.
These capabilities helped lessen disruptions even
during lockdowns and minimize wastage.
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e We led with our humanity and
reinforced a strong set of values
embracing a genuine caring for our
employees, customers, and our
communities. While we did so without
expectation of return, it paid off
handsomely. Early on, we fed hospital
workers and the neediest for free; the
goodwill generated helped us keep
many stores open. We doubled down
on our commitment to our people,
determining to lay no one off, increasing
the medical coverage for eligible staff
and their families, and provided them
with food and medical supplies during
lockdowns. Our employees reciprocated
with fierce commitment to the company,
exerting heroic efforts throughout
the pandemic, and especially during
lockdowns.

2020-2022 were difficult years for everyone
especially for restaurant companies.

But at Yum China, we were profitable all
twelve quarters, and we improved every
aspect of our competitiveness. We did so
by staying nimble, by exercising creativity
and discipline. Here are just a few of the
highlights:

e We adapted our operations to meet
consumers where they were. As dine-
in traffic was severely impacted,
we pivoted quickly to off-premises
alternatives, which now represent
around two-thirds of our sales. Delivery
grew from approximately 20% of sales
in 2019 to 39% in 2022; digital ordering
reached 89%. Our earlier investments in
digital were critical enablers. Innovation
also played a key role: we launched new
retail packaged food to capture at-home
demand, and community purchasing
during the Shanghai lockdown. At one
point during the Shanghai city-wide
lockdown, we achieved 40-50% of pre-
lockdown sales with just 10-15% of our
stores operating.
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Integrated Community Purchasing
for all Yum China brands

Delivery Mix

% of Company sales'

~39%

~20%

2019 2022

Digital Orders

% of Company sales'
~89%

~55%

2019 2022

" Includes KFC and Pizza Hut.



e By rebasing cost structures and implementing
austerity measures, we cushioned shocks created
by the volatile market situation. We optimized labor
scheduling and leveraged technologies to improve
productivity. We reduced our “occupancy & other”
costs by securing more favorable lease terms,
moving to variable rent arrangements and reducing
capex per store (and thus depreciation) on new
builds and remodels.

e We designed a broad range of store formats to
suit local conditions, which allowed us to optimize
store size, reduce the upfront investment cost and
streamline operations. This led to healthy new
store paybacks, enhanced restaurant margins
— and the capacity and appetite to up the pace
of growth. Plus, the introduction of smaller store
formats allowed us to accommodate the growth
of delivery and takeaway. We increased our store
count by about 40% (3,800 net new stores), while
closing around 1,000 less productive locations, from
2020 to 2022.

Over the last three years, we have capitalized on our
relative strength, built our competitive position and
laid the foundation for a future of sustained profitable
growth. At the same time we returned over $1 billion
through share repurchases and dividends to our
shareholders. We also rewarded our shareholders with
leading total shareholder returns (“TSR”) relative to
the constituents of the MSCI China Index and MSCI
China Consumer Discretionary Index, as well as by
outperforming the TSR of the S&P 500 Consumer
Discretionary Index, over the three-year period from
2020 to 2022.

Total Store Count

+40%

12,947
11,788
10,506
9,200
from 2020 to 2022

2019 2020 2021 2022

Looking Ahead

It has become clear to us that our RGM - Resilience,
Growth, Moat - strategy is a winning one. Most of
the initiatives we plan for 2023 and beyond envision us
continuing on our present path, but at an accelerating
rate.

e Our most immediate goal is to drive sales. As China
recovers from the pandemic, we expect volumes to
recover, though perhaps with a different mix between
dine-in, takeaway, and delivery than before. We are
prepared for whatever shape the post-COVID world
may take.

e We will continue to introduce new, delicious
food with great value-for-money, explore how we
can better exploit dayparts, and boost traffic with
targeted marketing and promotions.
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e We are targeting 1,100-1,300 net new store We are encouraged by early signs of sales recovery
openings for 2023 (footprint growth of ~10%), during the Chinese New Year holiday, but we believe
some to add density in existing cities and some to cautious optimism remains the prudent stance.
penetrate into new cities. We see plenty of white Macroeconomic headwinds and many challenges still
space remaining to be filled, and we are confident we lie ahead. We are well prepared for a wide range of
can do so profitably. scenarios, both to capitalize on growth opportunities and

to mitigate risks as necessary. The road to full recovery

e We will continue to invest in digital and supply may be bumpy and non-linear, but we are ready for it.
chain capabilities to further reinforce our We are focused on achieving long-term, sustainable and
moat and propel growth. We will also carefully profitable growth for our shareholders and stakeholders.

evaluate investment opportunities in ESG to drive
sustainability. Thanks to all for your support.

Z37y

Joey Wat
Chief Executive Officer

“$” refers to U.S. Dollar.
This letter contains “forward-looking statements”. We intend all forward-looking statements to be covered by the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995. Refer to page 1 of our Annual Report on Form 10-K for additional information.



This document shall also serve as a circular to holders of the common stock of Yum China Holdings, Inc. for the pur-
poses of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong
Stock Exchange”) (the “Hong Kong Listing Rules” ).

Warning: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are
advised to exercise caution when dealing in the securities of Yum China Holdings, Inc. If you are in doubt about any of
the contents of this document, you should obtain independent professional advice.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the contents
of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatso-
ever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

ad

YumChina
Yum China Holdings, Inc.
101 East Park Boulevard, Suite 805 Yum China Building
Plano, Texas 75074 20 Tian Yao Qiao Road
United States of America Shanghai 200030

People’s Republic of China
April 12,2023
Dear Fellow Stockholders:

We are pleased to invite you to attend the 2023 Annual Meeting of Stockholders of Yum China Holdings, Inc. (the
“Annual Meeting”). The Annual Meeting will be held on Thursday, May 25, 2023, at 8:00 a.m. local time, at Mandarin
Oriental Hong Kong, 5 Connaught Road, Central, Hong Kong.

The attached notice of Annual Meeting and proxy statement contain details of the business to be conducted at the Annual
Meeting. In addition, the Company’s 2022 annual report, which is being made available to you along with the proxy
statement, contains information about the Company and its performance.

Your vote is important. We encourage you to vote promptly, whether or not you plan to attend the Annual Meeting. You
may vote your shares over the Internet or via telephone. If you received a paper copy of the proxy materials, you may
complete, sign, date and mail the proxy card in the postage-paid envelope provided.

If you plan to attend the meeting, you may also vote in person. If you hold your shares through a bank, broker or other
nominee, you will be required to show the notice or voting instructions form you received from your bank, broker or
other nominee or a copy of a statement (such as a brokerage statement or legal proxy) from your bank, broker or other
nominee reflecting your stock ownership as of March 27, 2023 in order to be admitted to the meeting. All attendees must
bring valid photo identification to gain admission to the meeting. Whether or not you attend the meeting, we encourage
you to consider the matters presented in the proxy statement and vote as soon as possible.

Sincerely,

A

Joey Wat
Chief Executive Olfficer
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Yum China Holdings, Inc.

Notice Of Annual Meeting
Of Stockholders

Time and Date: 8:00 a.m. (local time) on Thursday, May 25, 2023
Location: Mandarin Oriental Hong Kong, 5 Connaught Road, Central, Hong Kong
Items of Business: (1) To elect the nine director nominees named in the accompanying proxy statement to serve

for a one-year term expiring at the 2024 annual meeting of the Company’s stockholders.

(2) To approve and ratify the appointment of KPMG Huazhen LLP and KPMG as the Com-
pany’s independent auditors for 2023.

(3) Toapprove, on an advisory basis, the Company’s named executive officer compensation.

(4) Toapprove, on an advisory basis, the frequency of the advisory vote to approve the Com-
pany’s named executive officer compensation.

(5) To approve, pursuant to the rules of the Hong Kong Stock Exchange, the Board’s con-
tinuing authority to approve the Company’s issuance of shares of its common stock or
securities convertible into common stock in an amount not to exceed 20% of the total
number of outstanding shares of common stock of the Company as of the date of the
Annual Meeting, effective from date of the Annual Meeting until the earlier of the date
the next annual meeting is held or June 25, 2024.

(6) To approve, pursuant to the rules of the Hong Kong Stock Exchange, the Board’s con-
tinuing authority to approve the Company’s repurchase of shares of its common stock in
an amount not to exceed 10% of the total number of outstanding shares of common stock
of the Company as of the date of the Annual Meeting, effective from date of the Annual
Meeting until the earlier of the date the next annual meeting is held or June 25, 2024.
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(7) To transact such other business as may properly come before the meeting or any adjourn-
ment or postponement thereof.

Who Can Vote: You can vote if you were a stockholder of record as of the close of business on March 27,
2023.
How to Vote: You may vote over the Internet or via telephone by following the instructions set forth in the

accompanying proxy statement. If you received a paper copy of the proxy materials, you may
also vote by completing, signing, dating and returning the proxy card. If you attend the Annual
Meeting, you may vote in person. Your vote is important. Whether or not you plan to attend
the Annual Meeting, please vote promptly.

Date of Mailing: This notice of Annual Meeting, the accompanying proxy statement and the form of proxy are
first being mailed to stockholders on or about April 12,2023.

By Order of the Board of Directors,

oA

Joseph Chan
Chief Legal Officer
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PROXY STATEMENT SUMMARY

This summary highlights information contained elsewhere in this proxy statement. This summary does not contain all
of the information that you should consider, and you should read the entire proxy statement carefully before voting.

MEETING INFORMATION

Time and Date:
Location:

Record Date: March 27, 2023

HOW TO VOTE

Stockholders of record as of the close of business on
March 27, 2023 may vote by using any of the following
methods:

Before the Annual Meeting:

* Via Internet by following the instructions on
WWW.proxyvote.com;

* Via telephone by calling 1 (800) 690-6903 (toll-free
in the U.S.) and following the instructions provided by
the recorded message; or

* Via mail, if you received your proxy materials by
mail, by completing, signing, dating and mailing the
proxy card in the postage-paid envelope provided.

Proxies submitted through the Internet or by telephone
as described above must be received by 11:59 a.m.
Beijing/Hong Kong time on May 24, 2023 / 11:59 p.m.
U.Ss.

8:00 a.m. (local time) on Thursday, May 25, 2023

Mandarin Oriental Hong Kong, 5 Connaught Road, Central, Hong Kong

Eastern time on May 23, 2023. Proxies submitted by
mail must be received prior to the meeting.

At the Annual Meeting:

If you attend the Annual Meeting, you may vote in per-
son.

Even if you plan to attend the Annual Meeting, we
encourage you to vote your shares by proxy. You may
still vote your shares at the Annual Meeting even if you
have previously voted by proxy.

If you hold your shares in the name of a bank, broker or
other nominee, your ability to vote depends on their vot-
ing processes. Please follow the directions of your bank,
broker or other nominee carefully.

YUM CHINA - 2023 Proxy Statement | 1
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PROXY STATEMENT SUMMARY

ITEMS OF BUSINESS

Board Voting Page

Proposal Recommendation Reference
1. Election of the 9 Director Nominees Named in this Proxy Statement to Serve for a

One-Year Term FOR each nominee 25
2. Approval and Ratification of the Appointment of KPMG Huazhen LLP and KPMG

as the Company’s Independent Auditors for 2023 FOR 31
3. Advisory Vote on Named Executive Officer Compensation FOR 33
4. Advisory Vote on the Frequency of the Advisory Vote on Named Executive Officer

Compensation for 1 YEAR 34
5. Authorization to Issue Shares up to 20% of Outstanding Shares FOR 35
6. Authorization to Repurchase Shares up to 10% of Outstanding Shares FOR 37

COMPANY OVERVIEW

Yum China Holdings, Inc., a Delaware corporation (the = agreed-upon milestones, Taco Bell brands in China
“Company,” “we,” “us” or “our”) is the largest restau-  (excluding Hong Kong, Macau and Taiwan). We own
rant company in China in terms of 2022 system sales.  the intellectual property of the Little Sheep and Huang Ji
We had $9.6 billion of revenues in 2022 and nearly =~ Huang concepts outright.

13,000 restaurants as of December 31, 2022. Our grow-

ing restaurant network consists of our flagship KFC and ~ The Company’s common stock is dual-primary listed on
Pizza Hut brands, as well as emerging brands such as  the New York Stock Exchange (the “NYSE™) and on the
Taco Bell, Lavazza, Little Sheep and Huang Ji Huang. ~ Main Board of The Stock Exchange of Hong Kong
We have the exclusive right to operate and sublicense ~ Limited (the “HKEX” or “Hong Kong Stock

the KFC, Pizza Hut and, subject to achieving certain Exchange”).
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PROXY STATEMENT SUMMARY

The following table provides summary information about each of the nominees to our board of directors (the “Board
of Directors” or the “Board”).

Board Committee
Membership as of

Director April 12, 2023
Name Age Since Primary Occupation Independent A C G F
Fred Hu (Chairman) .. ... 59 2016 Chairman and founder of v CC
Primavera Capital Group
JoeyWat .............. 51 2017 Chief Executive Officer of the
Company
Peter A.Bassi.......... 73 2016 Former Chairman of Yum! v CC X
Restaurants International
Edouard Ettedgui ... .... 71 2016 Non-Executive Chairman of v X X X
Alliance Francaise, Hong Kong
Rubylu ............... 52 2016  Venture capitalist v CC X
ZiliShao .............. 63 2016 Non-executive Chairman of v X CC
Fangda Partners
WiliamWang .......... 48 2017 Partner of Primavera Capital v X
Group
Min (Jenny) Zhang ... ... 49 2021 Former Vice-chairlady of v X X X

Huazhu Group Limited
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Christina Xiaojing Zhu .. 50 - President and Chief Executive v
Officer of Walmart China

A - Audit Committee; C — Compensation Committee; G — Nominating and Governance Committee; F — Food Safety and Sustainability Committee;
CC - Committee Chair

* Cyril Han is a member of the Audit Committee. Louis T. Hsieh is a member of the Audit Committee and Food Safety and Sustainability Committee. Messrs. Han
and Hsieh will not stand for re-election to the Board at the Annual Meeting.

The following charts summarize the diversity of our director nominees.

Age Diversity Tenure Diversity Gender Diversity
iA
m <50yrs m50-60yrs m61-70 yrs m>70 yrs m<1year m1-3yrs m4-6 yrs m >6 yrs m Male mFemale

YUM CHINA - 2023 Proxy Statement | 3



PROXY STATEMENT SUMMARY

GOVERNANCE HIGHLIGHTS

The Board believes that good corporate governance is a critical factor in achieving business success and in fulfilling
the Board’s responsibilities to stockholders. The Board believes that its principles and practices align management
and stockholder interests. Highlights include:

Director Independence  « Independent Board Chairman
¢ 8 of 9 director nominees are independent

Director Elections and « Annual election of all directors

Attendance
* Majority voting policy for elections of directors in uncontested elections
* Proxy access for director nominees by stockholders

* 97% director attendance at Board and committee meetings in 2022

Board Refreshment and  « Board Diversity Policy

Diversity
* Directors with experience, qualifications and skills across a wide range of public and pri-
vate companies
é * Directors reflect diversity of age, gender, race and nationality
[0
& * Average director nominee age of 57 as of April 12,2023
P
;é_ * Independent and non-management directors may generally not stand for re-election after
age75
Other . Governance * Stockholders holding at least 25% of the Company’s outstanding shares have the right to
Practices call special meetings

¢ Active stockholder engagement

* No shareholder rights plan (also known as a poison pill)

* Director and executive officer stock ownership policies

¢ Policy prohibiting hedging or other speculative trading of Company stock

* Policy regarding resignation if any director experiences a significant change in profes-
sional roles and responsibilities

* Board access to senior management and independent advisors

4 | YUM CHINA - 2023 Proxy Statement



PROXY STATEMENT SUMMARY

WHERE YOU CAN FIND ADDITIONAL INFORMATION

Our Investor Relations website 1is located at
ir.yumchina.com. Although the information contained on
or connected to our website is not part of this proxy state-
ment, you can view additional information on our web-
site, such as our 2022 annual report, the charters of our
Board committees, our Corporate Governance Principles,
our Code of Conduct and reports that we file with the

Securities and Exchange Commission (the “SEC”) and
the HKEX. Copies of these documents may also be
obtained free of charge by writing to Yum China Hold-
ings, Inc., 101 East Park Boulevard, Suite 805, Plano,
Texas 75074, or Yum China Holdings, Inc., Yum China
Building, 20 Tian Yao Qiao Road, Shanghai 200030 Peo-
ple’s Republic of China, Attention: Corporate Secretary.

YUM CHINA - 2023 Proxy Statement | 5
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QUESTIONS AND ANSWERS ABOUT THE MEETING

AND VOTING

The Board of Directors of Yum China Holdings, Inc.
solicits the enclosed proxy for use at the Annual Meeting
to be held at 8:00 a.m., local time, on Thursday, May 25,
2023 at Mandarin Oriental Hong Kong, 5 Connaught
Road, Central, Hong Kong. This proxy statement contains

information about the matters to be voted on at the Annual
Meeting and the voting process, as well as information
about our directors and most highly paid executive offi-
cers.

What is the purpose of the Annual Meeting?

At the Annual Meeting, stockholders will vote on several
important Company matters. In addition, our manage-
ment will report on the Company’s performance over the

last fiscal year and, following the meeting, respond to
questions from stockholders.

Why am | receiving these materials?

You received these materials because our Board of Direc-
tors is soliciting your proxy to vote your shares at the
Annual Meeting. As a stockholder of record as of the

close of business on March 27, 2023, you are invited to
attend the Annual Meeting and are entitled to vote on the
items of business described in this proxy statement.

Why did | receive a one-page notice in the mail regarding
the Internet availability of proxy materials instead of a full

set of proxy materials?

As permitted by SEC rules, we are making this proxy
statement and our 2022 annual report available to our
stockholders electronically via the Internet. On or about
April 12,2023, we mailed to our stockholders the Notice
containing instructions on how to access this proxy state-
ment and our 2022 annual report and vote online. If you
received a Notice by mail, you will not receive a printed
copy of the proxy materials unless you request a copy.
The Notice contains instructions on how to access and
review all of the important information contained in the
proxy statement and the annual report. The Notice also

6 | YUM CHINA - 2023 Proxy Statement

instructs you on how you may submit your proxy over the
Internet. If you received a Notice by mail and would like
to receive a printed copy of our proxy materials, you
should follow the instructions for requesting such materi-
als contained on the Notice.

We encourage you to take advantage of the availability of
the proxy materials on the Internet in order to help lower
the costs of delivery and reduce the Company’s environ-
mental impact.



QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

Who may attend the Annual Meeting?

The Annual Meeting is open to all stockholders as of the
close of business on March 27, 2023. If you hold your
shares through a bank, broker or other nominee, you will
be required to show the notice or voting instructions form
you received from your bank, broker or other nominee or
a copy of a statement (such as a brokerage statement or
legal proxy) from your bank, broker or other

Who may vote?

You may vote if you owned any shares of Company com-
mon stock as of the close of business on the record date,
March 27, 2023. Each share of Company common stock

What am | voting on?

You will be voting on the following six items of business
at the Annual Meeting:

¢ The election of the nine director nominees named in this
proxy statement to serve for a one-year term;

* The approval and ratification of the appointment of
KPMG Huazhen LLP and KPMG as the Company’s
independent auditors for 2023;

* The approval, on an advisory basis, of the Company’s
named executive officer compensation;

nominee reflecting your stock ownership as of March 27,
2023 in order to be admitted to the meeting.

All attendees must bring valid photo identification to gain
admission to the meeting. Please note that computers, cam-
eras, sound or video recording equipment, large bags, brief-
cases and packages will not be allowed in the meeting room.

is entitled to one vote. As of March 27, 2023, there were
418,247,486 shares of Company common stock out-
standing.

¢ The approval, on an advisory basis, of the frequency of
the advisory vote to approve the Company’s named
executive officer compensation;

* The authorization to issue shares up to 20% of the total
number of outstanding shares of common stock of the
Company; and

¢ The authorization to repurchase up to 10% of the total
number of outstanding shares of common stock of the
Company.

We will also consider other business that properly comes
before the meeting.

How does the Board of Directors recommend that | vote?

Our Board of Directors recommends that you vote your
shares:

* FOR each of the nine nominees named in this proxy
statement for election to the Board;

* FOR the approval and ratification of the appointment
of KPMG Huazhen LLP and KPMG as our indepen-
dent auditors for 2023;

* FOR the proposal on named executive officer com-
pensation;

* for | YEAR as the frequency of the proposal on named
executive officer compensation;

* FOR the authorization to issue shares up to 20% of the
total number of outstanding shares of common stock of
the Company; and

* FOR the authorization to repurchase up to 10% of the
total number of outstanding shares of common stock of
the Company.

YUM CHINA - 2023 Proxy Statement | 7
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QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

How do | vote before the Annual Meeting?

There are three ways to vote before the meeting:

* By Internet—we encourage you to vote online at
www.proxyvote.com by following instructions on the
Notice or proxy card;

* By telephone—you may vote by making a telephone
callto 1 (800) 690-6903 (toll-free in the U.S.); or

* By mail—if you received your proxy materials by mail,
you may vote by completing, signing, dating and mailing
the proxy card in the postage-paid envelope provided.

Proxies submitted through the Internet or by telephone as
described above must be received by 11:59 a.m. Beijing/
Hong Kong time on May 24, 2023 / 11:59 p.m.
U.S. Eastern time on May 23, 2023. Proxies submitted by
mail must be received prior to the meeting.

If you hold your shares in the name of a bank, broker or
other nominee, your ability to vote before the Annual
Meeting depends on their voting processes. Please follow
the directions of your bank, broker or other nominee

carefully.

Can | vote at the Annual Meeting?

Shares registered directly in your name as the stockholder
of record may be voted in person at the Annual Meeting.
Shares held through a bank, broker or other nominee may
be voted in person only if you obtain a legal proxy from
the bank, broker or other nominee that holds your shares
giving you the right to vote the shares. Even if you plan to
attend the Annual Meeting, we encourage you to vote
your shares by proxy. You may still vote your shares in

person at the Annual Meeting even if you have previously
voted by proxy.

If you hold your shares in the name of a bank, broker or
other nominee, your ability to vote at the Annual Meeting
depends on their voting processes. Please follow the
directions of your bank, broker or other nominee care-

fully.

Can | change my mind after | vote?

If you are a stockholder of record, you may change or
revoke any previously cast vote, so long as the new vote
or revocation is received before the polls close at the
Annual Meeting. You may do this by:

* signing another proxy card with a later date and return-
ing it to us for receipt prior to the Annual Meeting;

* voting again through the Internet or by telephone prior
to 11:59 a.m. Beijing/Hong Kong time on May 24,
2023/11:59 p.m. U.S. Eastern time on May 23, 2023;

Who will count the votes?

* giving written notice to the Corporate Secretary of the
Company prior to the Annual Meeting; or

* voting again at the Annual Meeting.

If you hold your shares in the name of a bank, broker or
other nominee, your ability change your vote depends on
their voting processes. Please follow the directions of
your bank, broker or other nominee carefully.

Representatives of Broadridge Financial Solutions will count the votes and will serve as the independent inspector of

election.

8 | YUM CHINA - 2023 Proxy Statement



QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

What if | return my proxy card but do not provide voting

instructions?

If you vote by proxy card, your shares will be voted as you
instruct by the individuals named on the proxy card. If you
sign and return a proxy card but do not specity how your

shares are to be voted, the persons named as proxies on the
proxy card will vote your shares in accordance with the
recommendations of the Board set forth on page 2.

What does it mean if | receive more than one Notice or

proxy card?

If you received more than one Notice or proxy card, it
means that you have multiple accounts with brokers and/
or our transfer agent. Please vote all of these shares. We
recommend that you contact your broker and/or our
transfer agent to consolidate as many accounts as possible
under the same name and address. Our U.S. transfer agent

is Computershare Trust Company, N.A., which may be
reached at 1 (877) 854-0865 (U.S.) and 1 (781) 575-3102
(International). Computershare Investor Services Lim-
ited, which can be reached at 852-2862-8500
(Hong Kong), acts as our co-transfer agent to maintain the
Hong Kong share register.

Will my shares be voted if | do not provide my proxy?

Your shares may be voted on certain matters if they are
held in the name of a brokerage firm, even if you do not
provide the brokerage firm with voting instructions. Bro-
kerage firms have the authority under NYSE rules to vote
shares for which their customers do not provide voting
instructions on certain “‘routine” matters.

The proposal to approve and ratify the appointment of
KPMG Huazhen LLP and KPMG as our independent

auditors for 2023 is considered a routine matter for which
brokerage firms may vote shares for which they have not
received voting instructions. The other matters to be voted
on at our Annual Meeting are not considered “routine”
under applicable rules. When a matter is not a routine
matter and the brokerage firm has not received voting
instructions from the beneficial owner of the shares with
respect to that matter, the brokerage firm cannot vote the
shares on that proposal. This is called a “broker non-vote.”

How many votes must be present to hold the Annual

Meeting?

Your shares are counted as present at the Annual Meeting
if you attend the Annual Meeting in person or if you prop-
erly submit a proxy by Internet, telephone or mail. In
order for us to conduct our Annual Meeting, a majority of
the shares of Company common stock outstanding as of

March 27, 2023 must be present in person or represented
by proxy at the Annual Meeting. This is referred to as a
“quorum.” Abstentions and broker non-votes will be
counted for purposes of establishing a quorum at the
Annual Meeting.

How many votes are needed to elect directors?

You may vote “FOR” each nominee or “AGAINST”
each nominee, or “ABSTAIN” from voting on one or

more nominees. Unless you mark “AGAINST” or
“ABSTAIN” with respect to a particular nominee or
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nominees or for all nominees, your proxy will be voted
“FOR” each of the director nominees named in this proxy
statement. In an uncontested election, a nominee will be
elected as a director if the number of “FOR” votes
exceeds 50% of the number of votes cast with respect to
that director’s election. Abstentions will be counted as

QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

present but not voted. Abstentions and broker non-votes
will not affect the outcome of the election of directors.
Full details of the Company’s majority voting policy are
set out in our Corporate Governance Principles and are
described under “Governance of the Company—
Majority Voting Policy.”

How many votes are needed to approve the other

proposals?

Proposals 2, 3, 5 and 6 must receive the “FOR” vote of a
majority of the shares of our common stock, present in
person or represented by proxy, and entitled to vote at
the Annual Meeting. For each of these proposals, you
may vote “FOR,” “AGAINST” or “ABSTAIN.”
Abstentions will be counted as shares present and enti-
tled to vote at the Annual Meeting. Accordingly, absten-
tions will have the same effect as a vote “AGAINST”
Proposals 2, 3, 5 and 6. Broker non-votes will not be
counted as shares present and entitled to vote with
respect to the particular matter on which the broker has

not voted. Thus, broker non-votes will not affect the out-
come of any of these proposals.

For Proposal 4, you may vote for the option of “1 YEAR,”
“2 YEARS,” “3 YEARS” or “ABSTAIN.” The fre-
quency that receives the highest number of votes cast will
be the stockholders’ recommendation as to the frequency
of future advisory votes to approve named executive offi-
cer compensation. Abstentions will be counted as present
but not voted. Abstentions and broker non-votes will not
affect the outcome of Proposal 4.

May stockholders ask questions?

Yes. Representatives of the Company will answer stockholders’ questions of general interest following the Annual

Meeting.

When will the Company announce the voting results?

The Company will announce the voting results of the
Annual Meeting on a Current Report on Form 8-K filed
with the SEC within four business days of the Annual

Meeting. The voting results will also be filed with HKEX
simultaneously.

What if other matters are presented for consideration at

the Annual Meeting?

The Company knows of no other matters to be submitted
to the stockholders at the Annual Meeting, other than the
proposals referred to in this proxy statement. If any other
matters properly come before the stockholders at the

10 | YUM CHINA - 2023 Proxy Statement

Annual Meeting, it is the intention of the persons named
on the proxy to vote the shares represented thereby on
such matters in accordance with their best judgment.



GOVERNANCE OF THE COMPANY

The business and affairs of the Company are managed
under the direction of the Board of Directors. The Board
believes that good corporate governance is a critical factor
in achieving business success and in fulfilling the Board’s
responsibilities to stockholders. The Board believes that
its practices align management and stockholder interests.

The corporate governance section of our website makes
available certain of the Company’s corporate governance
materials, including our Corporate Governance Princi-
ples, the charters for each committee and our Code of
Conduct. To access these documents on our Investor
Relations website, ir.yumchina.com, click on “About
Yum China” and then “Corporate Governance.”

Highlights of our corporate governance policies and practices are described below.

Director Independence

* Independent Board Chairman

* 8 of 9 director nominees are independent

Director Elections and Attendance

¢ Annual election of all directors

* Majority voting policy for elections of directors in uncontested elections

* Proxy access for director nominees by stockholders

* 97% director attendance at Board and committee meetings in 2022

Board Refreshment and Diversity

* Board Diversity Policy

* Directors with experience, qualifications and skills across a wide range of pub-
lic and private companies

* Directors reflect diversity of age, gender, race and nationality

* Average director nominee age of 57 as of April 12,2023

* Independent and non-management directors may generally not stand for
re-election after age 75

Other Governance Practices

* Stockholders holding at least 25% of the Company’s outstanding shares have

the right to call special meetings

* Active stockholder engagement

* No shareholder rights plan (also known as a poison pill)

* Director and executive officer stock ownership policies

* Policy prohibiting hedging or other speculative trading of Company stock

* Policy regarding resignation if any director experiences a significant change in
professional roles and responsibilities

* Board access to senior management and independent advisors

YUM CHINA - 2023 Proxy Statement | 11
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GOVERNANCE OF THE COMPANY

What is the composition of the Board of Directors and
how often are members elected?

Our Board of Directors presently consists of 10 directors,
eight of whom are standing for re-election at the Annual
Meeting. Each director is elected for a one-year term. Two
of our current directors, Cyril Han and Louis T. Hsieh,
will not stand for re-election at the Annual Meeting. The
Company thanks Messrs. Han and Hsieh for their service

as members of our Board. Christina Xiaojing Zhu is
standing for election for the first time at the Annual Meet-
ing. The Board has determined to reduce the number of
directors constituting the Board from 10 to nine following
the Annual Meeting. Proxies may not be voted for more
than nine persons in the election of directors.

How often did the Board meet in 2022?

Directors are expected, absent extraordinary circum-
stances, to attend all Board meetings and meetings of
committees on which they serve. Our Board met 7 times
and the committees collectively met 25 times during
2022.In 2022, overall attendance at Board and committee
meetings was 97% and all directors attended at least 75%

of the aggregate total of meetings of the Board and com-
mittees on which the director served. Our independent
directors meet privately in executive session without
management present at each regularly scheduled Board
meeting. Our independent Chairman leads these Board
executive sessions.

What is the Board’s policy regarding director attendance

at the Annual Meeting?

All directors are encouraged to attend the Annual Meeting. All incumbent directors attended the 2022 annual meeting of

the Company’s stockholders.

How are director nominees selected?

The Nominating and Governance Committee is responsi-
ble for recommending director candidates to the full Board
for nomination and election at the annual meetings of
stockholders. The Nominating and Governance Commit-
tee’s charter provides that it may retain third-party search
firms to identify candidates from time to time. When the
Nominating and Governance Committee engages a search
firm, it provides the firm with guidance as to the skills,
experience and qualifications that it is seeking in potential
candidates, which may include, among other things, new
directors who would contribute to the collective diversity of
the Board. After conducting skills mapping and interview-
ing candidates, the search firm then provides a candidate

12 | YUM CHINA - 2023 Proxy Statement

list to the Nominating and Governance Committee. The
Nominating and Governance Committee then interviews
the candidates before any candidate is submitted to the full
Board for approval.

After considering and evaluating a number of highly qualified
candidates, the Nominating and Governance Committee rec-
ommended to the Board that Christina Xiaojing Zhu be nom-
inated to stand for election by our stockholders at the Annual
Meeting.

The Nominating and Governance Committee will also
consider director candidates recommended by stockholders
or other sources in the same manner as nominees identified



by the Committee. For a stockholder to submit a candidate
for consideration by the Nominating and Governance
Committee, a stockholder must notify the Company’s Cor-
porate Secretary by mail at Yum China Holdings, Inc., 101
East Park Boulevard, Suite 805, Plano, Texas 75074 or at
Yum China Holdings, Inc., Yum China Building, 20 Tian
Yao Qiao Road, Shanghai 200030, People’s Republic of
China.

In accordance with the Corporate Governance Principles, our
Board seeks members from diverse professional back-
grounds who combine a broad spectrum of experience and
expertise with areputation for integrity. Directors should have
experience in positions with a high degree of responsibility
and be leaders in the companies or institutions with which
they are affiliated, and are selected based upon contributions
they can make to the Board and management. The Nominat-

GOVERNANCE OF THE COMPANY

ing and Governance Committee seeks to complete customary
vetting procedures and background checks with respect to
individuals suggested for potential Board membership by
stockholders of the Company or other sources. We believe
that each of our directors and director nominees has met the
guidelines set forth in the Corporate Governance Principles.

The Company is party to a shareholders agreement with Pri-
mavera Capital Group (‘“Primavera”), and APl (Hong Kong)
Investment Limited, an affiliate of Zhejiang Ant Small and
Micro Financial Services Group Co., Ltd. (currently known
as Ant Group Co., Ltd., “Ant Group”) pursuant to which Pri-
mavera has identified two director designees, Dr. Fred Hu
and Mr. William Wang.

What are the director nominees’ qualifications and skills?

As listed below, our director nominees have experience,
qualifications and skills across a wide range of public and
private companies spanning many different industries,

possessing a broad spectrum of experience both individu-
ally and collectively. They possess a diverse mix of
regional, industry and professional expertise.

Executive Information Regional Public

Leadership Industry Technology (China/Asia Pacific) = Company Board
Fred Hu 4 v v v
Joey Wat v v v v v
Peter A. Bassi 4 4 v
Edouard Ettedgui v v v v
Ruby Lu v v v v
Zili Shao v v v
William Wang v v v v
Min (Jenny) Zhang v v v v v
Christina Xiaojing Zhu v v v v v

How does the composition of our Board reflect diversity?

The Nominating and Governance Committee seeks to
recommend nominees that bring a unique perspective to
the Board in order to contribute to the collective diversity
of the Board. The Board believes that having directors of
diverse backgrounds helps the Board better oversee the
Company’s management and operations and assess risk

and opportunities for the Company’s business model
from a variety of perspectives. Under our Board Diversity
Policy, diversity is broadly construed to mean a variety of
perspectives, skills, personal and professional experiences
and backgrounds, and other characteristics represented in
both visible and non-visible ways that include, but are not
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GOVERNANCE OF THE COMPANY

limited to, age, gender, race and nationality. As a part of
the director nominating process, the Nominating and
Governance Committee considers several factors to
ensure the entire Board collectively embraces a wide vari-
ety of characteristics. Each director nominee will gener-
ally exhibit different and varying degrees of these

characteristics. With respect to the Company’s current
slate of director nominees, the Company also benefits
from the diversity inherent from differences in Board
member age, gender, race and nationality. Forty-four per-
cent of director nominees are women.

Can stockholders nominate directors for election to the

Board?

Yes, under our Amended and Restated Bylaws (the “Bylaws’), stockholders may nominate persons for election as direc-
tors at an annual meeting by following the procedures described under “Additional Information.”

What is the Board’s leadership structure?

Our Board is currently led by an independent Chairman,
Dr. Fred Hu. Our Board believes that Board independence
and oversight of management are effectively maintained
through a strong independent Chairman and through the
Board’s composition, committee system and policy of
having regular executive sessions of non-management
directors, all of which are discussed below this section.
Further, separating the Chairman and Chief Executive
Officer roles enables the Chairman to focus on corporate
governance matters and the Chief Executive Officer to

focus on the Company’s business. We find that this struc-
ture works well to foster an open dialogue and construc-
tive feedback among the independent directors and
management. It further allows the Board to effectively
represent the best interests of all stockholders and con-
tribute to the Company’s long-term success.

To promote effective independent oversight, the Board
has adopted a number of governance practices discussed
below.

What are the Company’s governance policies and ethical

guidelines?

* Board Committee Charters. The Audit Committee,
Compensation Committee, Nominating and Gover-
nance Committee and Food Safety and Sustainability
Committee of the Board of Directors operate pursuant
to their respective written charters. These charters were
approved by the Board of Directors and are reviewed
annually by the respective committees. Each charter is
available on the Company’s website at
ir.yumchina.com.

* Governance Principles. The Board of Directors has
adopted Corporate Governance Principles, which are
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intended to embody the governance principles and pro-
cedures by which the Board functions. These principles
are available on the Company’s website at
ir.yumchina.com.

* Ethical Guidelines. Yum China’s Code of Conduct
was adopted to emphasize the Company’s commitment
to the highest standards of business conduct. The Code
of Conduct also sets forth information and procedures
for employees to report ethical or accounting concerns,
misconduct or violations of the Code of Conduct in a
confidential manner. The Code of Conduct applies to all



directors and employees of the Company, including the
principal executive officer, the principal financial offi-
cer and the principal accounting officer. All employees
of the Company are required, on an annual basis, to
complete the Yum China Code of Conduct Question-
naire and certify in writing that they have read and
understand the Code of Conduct. The Code of Conduct
is available on the Company’s website at
ir.yumchina.com. The Company intends to post
amendments to or waivers from the Code of Conduct
(to the extent applicable to directors or executive offi-
cers and required by the rules of the SEC, NYSE or
HKEX) on this website.

* Conflicts of Interest Policy Applicable to Directors.
As set out in Yum China’s Code of Conduct, Yum Chi-
na’s conflicts of interest policy with respect to directors
is designed to ensure adequate disclosure and consider-
ation of the types of conflict of interest situations that
are reasonably likely to be of concern to the Company.

GOVERNANCE OF THE COMPANY

Accordingly, directors are required to disclose to the
Company all potential conflict of interest situations that
could reasonably be expected to impact the indepen-
dence and judgment of directors in performing their
duties as members of the Board of Directors of the
Company. Such disclosures are required to be made by
the director at such time and in such manner as to pro-
vide adequate notice and sufficient information to the
Company to enable the Company to fully and
adequately consider the relevant facts and circum-
stances related to the potential conflict of interest and to
determine the actions, if any, that should be taken to
resolve such potential conflict of interest.

The Company’s governance policies are compliant with
applicable rules and regulations of both the NYSE and
the HKEX.

What other significant Board governance practices does

the Company have?

* Annual Election of Directors. In accordance with our
Amended and Restated Certificate of Incorporation, our
directors are elected to serve a one-year term and until
their successors are elected and qualified or until their
earlier death, resignation or removal.

Role of Lead Director. Our Corporate Governance
Principles require the independent directors to appoint a
Lead Director when the Chairman does not qualify as
independent in accordance with the applicable rules of
the NYSE. The Company currently does not have a
Lead Director because the Chairman of the Board is
independent.

Executive  Sessions. Our independent and
non-management directors meet regularly in executive
session. The executive sessions are attended only by the
independent and non-management directors and are
presided over by the independent Chairman. Our inde-
pendent directors also meet in executive session at least
once per year.

* Board and Committee Evaluations. The Board rec-
ognizes that a thorough, constructive evaluation process
enhances our Board’s effectiveness and is an essential
element of good corporate governance. Each year, the
Nominating and Governance Committee oversees the
design and implementation of the evaluation process,
focused on the Board’s contribution to the Company
and on areas in which the Board believes a better con-
tribution could be made. In addition, each of the Audit
Committee, the Compensation Committee, the Nomi-
nating and Governance Committee and the Food Safety
and Sustainability Committee also conducts a similar
annual self-evaluation pursuant to their respective char-
ters. Written questionnaires completed by each director,
as well as discussions with selected directors, solicit
feedback on a wide range of issues, including Board/
committee composition and leadership, meetings,
responsibilities and overall effectiveness. A summary
of the Board and committee evaluation results is dis-
cussed with the Board and with the respective commit-
tees, and policies and practices are updated in response
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GOVERNANCE OF THE COMPANY

to the evaluation results. Director suggestions for

improvements to evaluation questionnaires and pro-
cesses are considered for incorporation for the follow-
ing year.

Retirement Policy. Pursuant to our Corporate Gover-

nance Principles, independent or non-management
directors may not stand for re-election to the Board after

they have reached the age of 75, unless the Board unan-
imously elects to have the director stand for re-election.

* Limits on Director Service on Other Public Com-
pany Boards. Our Corporate Governance Principles
provide that directors may serve on no more than four

other public company boards. The Company’s Chief

Executive Officer, if a director, may serve on no more
than one other public company board. All directors are
expected to advise the Chairman and the Chair of the
Nominating and Governance Committee prior to
accepting any other public company directorship or any
assignment to the audit committee or compensation
committee of other public company boards.

Majority Voting Policy. Our Bylaws require majority
voting for the election of directors in uncontested elec-
tions. This means that director nominees in an uncon-

tested election for directors must receive a number of

votes “FOR” their election in excess of 50% of the
number of votes cast with respect to that director’s elec-
tion. The Corporate Governance Principles further pro-
vide that any incumbent director who does not receive a
majority of “FOR” votes will promptly tender to the

Board his or her resignation from the Board. The resig-
nation will specify that it is effective upon the Board’s
acceptance of the resignation. The Board will, through a
process managed by the Nominating and Governance
Committee and excluding the nominee in question,
accept or reject the resignation and publicly disclose the
Board’s decision regarding the resignation and the
rationale behind the decision within 90 days from the
date of the certification of the election results.

* Access to Management and Employees. Our direc-
tors have complete and open access to senior members
of management. Our Chief Executive Officer invites
key employees of the Company to attend Board ses-
sions at which the Chief Executive Officer believes they
can meaningfully contribute to Board discussion.

* Access to Outside Advisors. The Board and Board
committees have the right to consult and retain inde-
pendent legal and other advisors at the expense of the
Company. The Audit Committee has the sole authority
to appoint and replace the independent auditors, subject
to stockholder approval. The Compensation Committee
has the sole authority to retain any advisor to assist it in
the performance of its duties, after taking into consider-
ation all factors relevant to the advisor’s independence
from management. The Nominating and Governance
Committee has the sole authority to retain search firms
to be used to identify director candidates. The Food
Safety and Sustainability Committee has the authority
to consult and retain any advisor to assist it in connec-
tion with the exercise of its responsibilities and author-

ity.

What is the Board’s role in risk oversight?

The Board maintains overall responsibility for overseeing
the Company’s risk management framework. The Board
regularly reviews risks that may be material to the Com-
pany. In furtherance of its responsibility, the Board has
delegated specific risk-related responsibilities to the Audit
Committee, the Compensation Committee and the Food
Safety and Sustainability Committee.

16 | YUM CHINA - 2023 Proxy Statement

The Board and its committees consult with external advi-
sors and internal experts regarding anticipated future
threats, trends and risks that may be applicable to our
Company, our industry and our operations.

Audit Committee

The Audit Committee engages in substantive discussions
with management regarding the Company’s major risk



exposures and the steps management has taken to monitor
and control such exposures, including the Company’s risk
assessment and risk management policies. Our Head of
Corporate Audit reports directly to the Audit Committee,
as well as our Chief Financial Officer. The Audit Com-
mittee also receives reports at committee meetings
regarding legal and regulatory risks from management
and meets periodically in separate executive sessions with
our independent auditors and our Head of Corporate
Audit. The Audit Committee periodically provides a
summary to the full Board of the risk areas reviewed
together with any other risk-related subjects discussed at
the Audit Committee meeting. Alternatively, the Board
may review and discuss directly with management the
major risks arising from the Company’s business and
operations.

The Company also maintains the Compliance Oversight
Committee, a management-level committee, which is
co-chaired by the Chief Legal Officer and the Chief
Financial Officer of the Company and comprised of lead-
ers from multiple functions. The Compliance Oversight
Committee meets regularly to monitor and review the
implementation of the Company’s compliance programs.
The Chief Legal Officer reports regularly to the Audit
Committee on the Company’s key risk areas and compli-
ance programs.

GOVERNANCE OF THE COMPANY

Compensation Committee

The Compensation Committee considers the risks that
may be implicated by our compensation programs
through a risk assessment conducted by management and
reports its conclusions to the full Board. This oversight
helps ensure the Company’s compensation programs
align with the Company’s goals and compensation phi-
losophies and, along with other factors, operate to miti-
gate against the risk that such programs would encourage
excessive or inappropriate risk-taking.

Food Safety and Sustainability
Committee

The Food Safety and Sustainability Committee assists the
Board in its oversight of the Company’s practices, poli-
cies, procedures, strategies and initiatives relating to the
protection of food safety. The Committee monitors
trends, issues and concerns affecting the Company’s food
safety practices, and the risks arising therefrom, in light of
the Company’s overall efforts related to food safety.

The Food Safety and Sustainability Committee also assists
the Board in its oversight of the Company’s practices, poli-
cies, procedures, strategies and initiatives relating to sus-
tainability, including environmental, supply chain and food
nutrition and health. The Committee monitors trends,
issues and concerns affecting the Company’s sustainability
practices, policies, procedures, strategies and initiatives.

How does the Board oversee food safety risk?

The Board and the Food Safety and Sustainability Com-
mittee are involved in oversight of the Company’s food
safety risk. The Food Safety and Sustainability Commit-
tee assists the Board in the oversight of food safety risk
and regularly receives reports from management in con-
nection with the Company’s practices, procedures, strat-
egies and initiatives relating to food safety and the risks
arising therefrom. The Board and the Food Safety and

Sustainability Committee also monitor and evaluate sig-
nificant changes in regulatory requirements on food
safety, material food safety incidents that could poten-
tially affect the Company, as well as any severe public
health situations, including the COVID-19 pandemic, that
could adversely affect the Company’s business and oper-
ations.
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GOVERNANCE OF THE COMPANY

How does the Board oversee cybersecurity risk?

The Board and the Audit Committee are involved in over-
sight of the Company’s cybersecurity risk. The Audit
Committee assists the Board in the oversight of cyberse-
curity and other technology risks, discusses with manage-
ment cybersecurity risk mitigation and incident
management, and reviews management reports regarding
the Company’s cybersecurity governance processes, inci-
dent response system and applicable cybersecurity laws,
regulations and standards, status of projects to strengthen
internal cybersecurity, the evolving threat environment,
vulnerability assessments, specific cybersecurity inci-
dents and management’s efforts to monitor, detect and
prevent cybersecurity threats.

The Company’s cybersecurity programs are regularly
reviewed, internally or externally by independent third
parties, against established regulatory and industry stan-
dards. The Company has maintained ISO/IEC
27001:2013 certification since 2018 for certain online
business. We incorporate regular information security
training as part of our employee education and develop-
ment program. To its knowledge, the Company has not
experienced a significant cybersecurity breach within the
last three years. The Company maintains cybersecurity
insurance as part of its overall insurance portfolio.

How does the Board oversee sustainability risk?

The Company strives to establish a responsible ecosystem
by building sustainable restaurants, creating a sustainable
supply chain with partners, and building sustainable com-
munities with all stakeholders. The Company has estab-
lished sustainability management mechanisms all the way
from the Board to the frontline restaurant teams. At the
Board level, the Food Safety and Sustainability Commit-
tee assists the Board in its oversight of the Company’s
practices, policies, procedures, strategies and initiatives
relating to sustainability, including environmental, supply
chain and food nutrition and health. The Food Safety and
Sustainability Committee monitors trends, issues and
concerns affecting the Company’s sustainability prac-

tices, policies, procedures, strategies and initiatives. The
Food Safety and Sustainability Committee obtains reports
from management as the Committee deems necessary or
desirable. The Company has also established a Sustain-
ability Committee comprised of selected leadership team
members, the sustainability officer, and cross-functional
teams. The Sustainability Committee members meet
quarterly to track the implementation of material topics,
evaluate sustainability risks, and develop risk manage-
ment strategies and measures. The Board considers these
sustainability matters at least annually in connection with
the strategic plan.

How has the Board overseen the Company’s response to

COVID-19?

Starting in the first quarter of 2020 and throughout 2021
and 2022, the COVID-19 pandemic significantly
impacted the restaurant industry in China. 2022 was in
many ways the most volatile year among the past three
years, during which the restaurant sector in China oper-
ated in a fast-changing operating environment, facing
challenges from sporadic COVID-19 outbreaks, entire-
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city lockdowns and, in December 2022, nationwide
infections.

The Board and its committees took additional actions to
ensure effective oversight of the Company’s response
plans to mitigate the risks related to the pandemic. In
addition to a COVID-19 crisis management team com-



prised of cross-brand and cross-functional executives at
the management level, the Board reviewed the immediate
actions taken by the Company to address the challenges
and volatility caused by the COVID-19 pandemic.
Through regular updates and additional communications
with management, the Board has actively participated in
overseeing the Company’s management of the
COVID-19 crisis, including protecting the health and
safety of our employees and customers, evaluating the
impact of the pandemic on the Company’s operations and

GOVERNANCE OF THE COMPANY

strategies, monitoring continued compliance with appli-
cable regulatory requirements, managing human capital
and assessing the impact of the pandemic on the Compa-
ny’s liquidity and financial position.

With support from the Board, management led the suc-
cessful implementation of immediate emergency actions
to protect employees, sustain operations, drive sales, pro-
tect profitability, drive stockholder value-creation and
give back to the community.

What is the Board’s role in management development and

succession planning?

The Board considers management development and suc-
cession planning to be a critical part of our Company’s
long-term strategy. In accordance with our Corporate
Governance Principles, the Board reviews the Company’s
succession planning, including succession planning in the
case of retirement of the Chief Executive Officer of the
Company. The Chief Executive Officer periodically
reports to the Board with regard to his or her recommen-

dations for potential successors to senior executive posi-
tions and development plans for such individuals. In addi-
tion, the Board reviews recommendations from an
independent committee with regard to the performance
evaluation of the Chief Executive Officer, which the
committee conducts annually, in accordance with its
charter.

How does the Board determine which directors are

considered independent?

The Company’s Corporate Governance Principles,
adopted by the Board, require that a majority of the direc-
tors qualify as independent in accordance with the appli-
cable rules of the NYSE. The Board also considers
independence requirements of the Rules Governing the
Listing of Securities on Hong Kong Listing Rules. The
Board determines on an annual basis whether each direc-
tor qualifies as independent pursuant to the applicable
rules of the NYSE and the Hong Kong Listing Rules.

Pursuant to the Corporate Governance Principles, the
Board undertook its annual review of director indepen-
dence. During this review, the Board considered transac-
tions and relationships between each director or any
member of his or her immediate family and the Company
and its subsidiaries and affiliates. As provided in the Cor-
porate Governance Principles, the purpose of this review

was to determine whether any such relationships or trans-
actions were inconsistent with a determination that the
director is independent.

As a result of the review, the Board affirmatively deter-
mined that all of the directors and director nominees are
independent of the Company and its management under
NYSE rules and the Hong Kong Listing Rules, with the
exception of Joey Wat. Ms. Wat is not considered an
independent director because she is the current Chief
Executive Officer of the Company.

In reaching this conclusion, the Board determined that
Dr. Hu, Messrs. Bassi, Ettedgui, Han, Hsieh, Shao and
Wang and Mess. Lu, Zhang and Zhu had no material rela-
tionship with the Company other than their relationship as
adirector.
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GOVERNANCE OF THE COMPANY

How do stockholders communicate with the Board?

Stockholders or other parties who wish to communicate
directly with the non-management directors, individually
or as a group, or the entire Board may do so by writing to
the Nominating and Governance Committee, c/o the Cor-
porate Secretary, Yum China Holdings, Inc., 101 East
Park Boulevard, Suite 805, Plano, Texas, 75074. The
Nominating and Governance Committee of the Board has
approved a process for handling correspondence received
by the Company and addressed to non-management
members of the Board or the entire Board. Under that pro

cess, the Corporate Secretary of the Company reviews all
such correspondence and regularly forwards to a desig-
nated member of the Nominating and Governance Com-
mittee copies of all such correspondence (except
commercial correspondence and correspondence that is

duplicative in nature) and a summary of all such corre-
spondence. Directors may at any time review a log of all
correspondence received by the Company that is
addressed to members of the Board and request copies of
any such correspondence. Written correspondence from
stockholders relating to accounting, internal controls or
auditing matters are brought to the attention of the Chair-
person of the Audit Committee and to the internal audit
department and are handled in accordance with proce-
dures established by the Audit Committee with respect to
such matters (described below). Correspondence from
stockholders relating to Compensation Committee mat-
ters are referred to the Chairperson of the Compensation
Committee.

How do the Board and management engage with

stockholders?

Our Board and management are committed to regular
engagement with our stockholders. We reached out to our
top 75 stockholders, representing over 66% of the out-
standing shares of Company common stock, in summer
2022 in connection with the voluntary conversion of our
secondary listing status to a primary listing status on the
HKEX. In winter 2022, we again approached our top 10
stockholders, as well as top 25 stockholders that had not
engaged with us in 2021 or the summer of 2022, which
comprised holders of nearly 50% of the outstanding
shares of Company common stock, in order to solicit their
input on important governance, executive compensation,
sustainability and other matters. Additionally, our direc-
tors directly engage with stockholders from time to time
upon stockholders’ request. Our senior management
team, including our Chief Executive Officer and Chief
Financial Officer, regularly engage in meaningful dia-
logue with our stockholders, including through our quar-
terly earnings calls and investor conferences and
meetings. Our senior management team regularly reports
to our Board and, as applicable, committees of our Board,
regarding stockholder views.
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We regularly evaluate and respond to the views voiced by
our stockholders. In response to the continuous stock-
holder focus on environmental, social and governance
(“ESG”) matters, we discussed with our stockholders our
commitment to environmental sustainability and our
enhanced sustainability performance. In 2022, we set
near-term science-based targets (SBTs) for 2035. We
identified and assessed climate-related risks and opportu-
nities in our operations and value chain in line with the
recommendations of the Task Force on Climate-Related
Financial Disclosure (“TCFD”), and released our first
TCFD report in 2022. In 2022, we also participated in the
CDP Questionnaire for the second year.

In addition, beginning with the 2021 annual incentive
program, ESG measures have been incorporated into the
key performance indicators that are used to determine the
individual performance factor for each leadership team
member and we have expanded our disclosures on the
ESG measures. See ‘“Recent Compensation Highlights”
and ‘2022 NEO Compensation and Performance Sum-
mary” under “Executive Compensation” for more infor-
mation.
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What are the Company’s policies on reporting of
concerns regarding accounting and auditing matters?

The Audit Committee has established policies on report-  employee is uncomfortable for any reason contacting the
ing concerns regarding accounting and auditing mattersin ~ Chief Legal Officer, the employee may contact the Chair-
addition to our policy on communicating with our  person of the Audit Committee. The Chief Legal Officer
non-management directors. Any employee may, on a  maintains a log of all complaints or concerns, tracking
confidential or anonymous basis, submit complaints or their receipt, investigation and resolution and prepares a
concerns regarding accounting or auditing matters to the  periodic summary report thereof for the Audit Commit-
Chief Legal Officer of the Company through the Compa-  tee.

ny’s Employee Hotline or by e-mail or regular mail. If an

What are the Committees of the Board?

The Board of Directors has standing Audit, Compensation, Nominating and Governance and Food Safety and Sustain-
ability Committees. Set forth below is a summary of the functions of each committee, the members of each committee as
of April 12,2023 and the number of meetings each committee held in 2022.

Audit Committee * Possesses sole authority regarding the selection and retention of the independent

Peter A. Bassi. Chair auditors, subject to stockholder approval 2

Curil Han* ’ * Reviews and has oversight over the Company’s internal audit function <

L(})]uis T. Hsieh* » Reviews and approves all auditing services, internal control-related services and per- g

Zili Sha;) mitted non-audit services to be performed for the Company by the independent audi- g
tors 3

Min (Jenny) Zhang » Reviews the independence, qualification and performance of the independent audi-

Number of meetings held in  tors
2022:11 ¢ Reviews and discusses with management and the independent auditors any major

issues as to the adequacy of the Company’s internal controls, any special steps
adopted in light of material control deficiencies and the adequacy of disclosures about
changes in internal control over financial reporting

» Reviews and discusses with management and the independent auditors the annual
audited financial statements, results of the review of the Company’s quarterly finan-
cial statements and significant financial reporting issues and judgments made in con-
nection with the preparation of the Company’s financial statements

* Reviews and discusses with the independent auditors any critical audit matter
(“CAM”’) addressed in the audit of the Company’s financial statements and the rele-
vant financial statement accounts and disclosures that relate to each CAM

* Reviews the Company’s accounting and financial reporting principles and practices,
including any significant changes thereto

* Advises the Board with respect to Company policies and procedures regarding com-
pliance with applicable laws and regulations and with the Company’s Code of Con-
duct

* Discusses with management the Company’s major risk exposures and the steps man-
agement has taken to monitor and control such exposures; and assists the Board in the
oversight of cybersecurity and other technology risks. Further detail about the role of
the Audit Committee in risk assessment and risk management is included in the sec-
tion entitled “What is the Board’s role in risk oversight?”” and “How does the Board
oversee cybersecurity risk?”
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The Board of Directors has determined that all of the members of the Audit Committee are independent within the
meaning of applicable SEC regulations and listing standards of the NYSE. The Board has also determined that each
member of the Audit Committee is financially literate within the meaning of the listing standards of the NYSE and that
each of Messrs. Bassi, Han and Hsieh and Ms. Zhang is qualified as an audit committee financial expert within the mean-

ing of SEC regulations.
Compensation * Oversees the Company’s executive compensation plans and programs and reviews and
Committee recommends changes to these plans and programs

* Monitors the performance of the Chief Executive Officer and other senior executives in

Ruby Lu, Chai . I
uby Lu, Chair light of corporate goals set by the Committee

Edouard Ettedgui

Willlilam Wan & * Reviews and approves the corporate goals and objectives relevant to the Chief Executive
. 8 Officer’s and other senior executives’ compensation and evaluates their performance in

Min (Jenny) Zhang

light of those goals and objectives
Number of meetings * Determines and approves, either as a committee or together with the other independent
held in 2022: 8 Board members, the compensation level of the Chief Executive Officer and other senior
executive officers based on this evaluation
* Reviews the Company’s compensation plans, policies and programs to assess the extent
to which they encourage excessive or inappropriate risk-taking or earnings manipulation

The Board has determined that all of the members of the Compensation Committee are independent within the meaning
of the listing standards of the NYSE.

=
(0]
£
g Nominating and * Identifies and proposes to the Board individuals qualified to become Board members and
(:% Governance recommends to the Board director nominees for each committee
b Committee * Advises the Board on matters of corporate governance
Fred Hu, Chair * Reviews and reassesses from time to time the adequacy of the Company’s Corporate

Governance Principles and recommends any proposed changes to the Board for approval

Edouard Ettedgui
Rug;?fu ccet! * Receives comments from all directors and reports annually to the Board with assessment
Min (Jenny) Zhang of the Board’s performance

* Reviews annually and makes recommendations to the Board with respect to the com-
Number of meetings pensation and benefits of directors
held in 2022: 3 * Reviews management succession planning and makes recommendations to the Board

* Review emerging corporate governance issues and best practices
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The Board has determined that all of the members of the Nominating and Governance Committee are independent

within the meaning of the listing standards of the NYSE.

Food Safety and * Reviews, evaluates and advises the Board regarding the practices, procedures, strategies
Sustainability and initiatives to protect food safety
Committee * Reviews, evaluates and advises the Board regarding trends, issues and concerns which

Zili Shao, Chair
Peter A. Bassi
Edouard Ettedgui

Louis T. Hsieh* 77 .
action in relation thereto

affect or could affect the Company’s food safety practices, and the risks arising there-
from, in light of the Company’s overall efforts related to food safety

* Reviews and evaluates any corrective action taken by management to address any food
safety related risks or incident, if any, and advises the Board regarding any proposed

Number of meetings * Reviews, evaluates and advises the Board regarding the Company’s practices, policies,

held in 2022: 3

procedures, strategies and initiatives relating to sustainability, including environmental,

supply chain and food nutrition and health

¢ Reviews and evaluates the trends, issues and concerns which affect or could affect the
Company’s sustainability practices, policies, procedures, strategies and initiatives

* Reviews and oversees the development and implementation of the goals the Company
may establish from time to time with respect to its sustainability initiatives

* Oversees the reporting and communication with stakeholders with respect to sustain-

ability

* At the Annual Meeting, Messrs. Han and Hsieh are stepping down from the Board and its committees and are not

standing for re-election.

What are the Company’s policies and procedures with
respect to related person transactions?

Under the Company’s Related Person Transaction Poli-
cies and Procedures, the Audit Committee reviews the
material facts of all related person transactions that require
the Audit Committee’s approval and either approves or
disapproves of the entry into the related person transac-
tion. In determining whether to approve or ratify a related
person transaction, the Audit Committee will determine
whether such transaction is in, or not opposed to, the best
interest of the Company and will take into account, among
other factors it deems appropriate, whether such transac-
tion is on terms no less favorable to the Company than
terms generally available to an unaffiliated third party
under the same or similar circumstances and the extent of
the related person’s interest in the transaction. Transac-
tions, arrangements or relationships or any series of simi-
lar transactions, arrangements or relationships in which
(i) a related person has or will have a direct or indirect
material interest, (ii) the Company is a participant and
(iii) that exceed $120,000 in any calendar year are subject

to the Audit Committee’s review. Any director who is a
related person with respect to a transaction under review
may not participate in any discussion or approval of the
transaction, except that the director will provide all mate-
rial information concerning the transaction to the Audit
Committee.

Related persons are directors, director nominees, execu-
tive officers, beneficial owners of 5% or more of the out-
standing shares of Company common stock and their
immediate family members. An immediate family mem-
ber includes a person’s children, stepchildren, parents,
stepparents, spouse, siblings, mothers- and fathers-in-law,
sons- and daughters-in-law, and brothers- and
sisters-in-law and anyone sharing such person’s house-
hold (other than a tenant or employee).

After its review, the Audit Committee may approve or
ratify the transaction. The policies and procedures provide
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GOVERNANCE OF THE COMPANY

that certain transactions are deemed to be pre-approved
even if they will exceed $120,000. These transactions
include employment of executive officers, director com-
pensation and transactions with other companies if the
aggregate amount of the transaction does not exceed the
greater of $1 million or 2% of that company’s total con-

solidated gross revenues and the related person is not an
executive officer of the other company.

There were no transactions considered to be a related per-
son transaction from January 1, 2022 through the date of
this proxy statement.

Does the Company require stock ownership by directors?

The Board believes that the number of shares of Company
common stock owned by each director is a personal deci-
sion. However, the Board strongly supports the position
that directors should own a meaningful number of shares
of Company common stock and expects that a director
will not sell any shares received as director compensation
until at least 12 months following the director’s retirement
or departure from the Board.

The Company’s non-employee directors receive a signif-
icant portion of their annual compensation in shares of
Company common stock. The Company believes that the
emphasis on the equity component of director compensa-
tion serves to further align the interests of directors with
those of our stockholders.

Does the Company require stock ownership by executive

officers?

The Board has adopted Stock Ownership Guidelines,
which require executive officers to own a substantial
amount of Company common stock in order to promote
an ownership mentality among management and align

their interests with those of stockholders. See “Executive
Compensation—Compensation Policies—Stock Owner-
ship Guidelines and Retention Policy” for more informa-
tion.

How many shares of Company common stock do the
directors and executive officers own?

Stock ownership information for our directors and executive officers is shown under “Stock Ownership Information.”

Does the Company have a policy on hedging or other
speculative trading in Company common stock?

Directors, executive officers and certain other designated employees are prohibited from speculative trading in Company
common stock, including trading in puts, calls or other hedging or monetization transactions.

How are directors compensated?

Employee directors do not receive additional compensation for serving on the Board of Directors. The annual compen-
sation for each director who is not an employee of the Company is discussed under ‘2022 Director Compensation.”
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ITEM 1.

Who are the director nominees?

Each of the director nominees, other than Christina Xiaoj-
ing Zhu, currently serves as a director of the Company.
Christina Xiaojing Zhu is being nominated as a director
for election at the Annual Meeting following a search
process undertaken by the Nominating and Governance
Committee, as described above under “Governance of the
Company—How are director nominees selected?”’

Each nominee has been nominated by the Board for elec-
tion at the Annual Meeting to hold office for a one-year
term. If elected, the nominees will hold office until the
2024 annual meeting of the Company’s stockholders and
until their respective successors have been duly elected
and qualified or until their earlier death, resignation or
removal.

The biographies of each of the nominees below contain
information regarding the person’s service as a director,
business experience, director positions held currently or at
any time during the last five years, information regarding
involvement in certain legal or administrative
proceedings, if applicable, and the experiences, qualifica-
tions, attributes or skills that caused the Nominating and
Governance Committee and the Board to determine that
the person should serve as a director for the Company. In
addition to the information presented below regarding

Election of Directors

each nominee’s specific experience, qualifications, attrib-
utes and skills that led our Board to the conclusion that he
or she should serve as a director, we also believe that all of
our director nominees have a reputation for integrity, hon-
esty and adherence to high ethical standards. They each
have demonstrated business acumen and an ability to
exercise sound judgment, as well as a commitment of ser-
vice to the Company and our Board.

There are no family relationships among any of the direc-
tors, director nominees and executive officers of the
Company. Ages are as of April 12,2023.

What if a nominee is unwilling or unable to serve?
That is not expected to occur. If it does, proxies may be
voted for a substitute nominated by the Board of Direc-
tors.

What vote is required to elect directors?

A nominee will be elected as a director if the number of
“FOR” votes exceeds the number of “AGAINST” votes

with respect to his or her election.

The Board of Directors recommends that you vote
FOR the election of the nine director nominees.
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MATTERS REQUIRING STOCKHOLDER ACTION

Director Nominees

Fred Hu
Age 59
Director Since 2016

Fred Hu has served as the chairman and founder of Primavera, a China-based global investment firm, since its inception
in 2011. Prior to Primavera, Dr. Hu served in various roles at Goldman Sachs from 1997 to 2010, including as partner
and chairman of Greater China at Goldman Sachs Group, Inc. From 1991 to 1996, he served as an economist at the Inter-
national Monetary Fund (IMF) in Washington D.C. Dr. Hu currently is a member of the board of directors of Industrial
and Commercial Bank of China Limited, a company listed on both the Hong Kong Stock Exchange (stock code: 1398)
and the Shanghai Stock Exchange (SHA: 601398), and UBS Group AG, a company listed on both the SIX Swiss Stock
Exchange (SIX: UBSG) and the New York Stock Exchange (NYSE: UBS). From May 2011 to May 2018, Dr. Hu
served as an independent non-executive director of Hang Seng Bank Limited, a company listed on the Hong Kong Stock
Exchange (stock code: 0011). From November 2014 to April 2021, he served as an independent non-executive director
of Hong Kong Exchanges and Clearing Limited, a company listed on the Hong Kong Stock Exchange
(stock code: 0388). From August 2020 to March 2022, he served as an independent non-executive director for Ant
Group. Dr. Hu serves as a co-director of the National Center for Economic Research and a professor at Tsinghua Univer-

£ sity. Dr. Hu obtained his doctoral degree in economics from Harvard University. Dr. Hu brings to our Board extensive
E, expertise in international affairs and the Chinese economy. In addition, Dr. Hu brings valuable business, strategic devel-
& opment and corporate leadership experience as well as expertise in economics, finance and global capital markets.
<
& Joey Wat

AgeS5l1

Director Since 2017

Joey Wat has served as a director of our Company since July 2017 and as the Chief Executive Officer of our Company
since March 2018. She served as our President and Chief Operating Officer from February 2017 to February 2018 and
the Chief Executive Officer, KFC from October 2016 to February 2017, a position she held at Yum! Restaurants China,
from August 2015 to October 2016. Ms. Wat joined Yum! Restaurants China in September 2014 as President of KFC
China and was promoted to Chief Executive Officer for KFC China in August 2015. Before joining YUM, Ms. Wat
served in both management and strategy positions at A.S. Watson Group (““Watfson”), an international health, beauty and
lifestyle retailer, in the U.K. from 2004 to 2014. Her last position at Watson was managing director of Watson Health &
Beauty U.K., which operates Superdrug and Savers, two retail chains specializing in the sale of pharmacy and health and
beauty products, from 2012 to 2014. She made the transition from head of strategy of Watson in Europe to managing
director of Savers in 2007. Before joining Watson, Ms. Wat spent seven years in management consulting including with
McKinsey & Company’s Hong Kong office from 2000 to 2003. Ms. Wat obtained a master of management degree from
Kellogg School of Management at Northwestern University in 2000. Ms. Wat brings to our Board extensive knowledge
of the Company’s business and her industry acumen acquired in the course of a career that included several leadership
roles in retail companies.
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Peter A. Bassi
Age73
Director Since 2016

Peter A. Bassi served as Chairman of Yum! Restaurants International from 2003 to 2005 and as its President from 1997
to 2003. Prior to that position, Mr. Bassi spent 25 years in a wide range of financial and general management positions at
PepsiCo, Inc., Pepsi-Cola International, Pizza Hut (U.S. and International), Frito-Lay and Taco Bell. Mr. Bassi currently
serves as lead independent director and chairman of the governance and nominating committee of BJ’s Restaurant, Inc.
(NASDAQ: BJRI), where he also serves on the audit committee and compensation committee. He has been a member of
the board of BJ’s Restaurant, Inc. since 2004. From January 2009 to May 2019, Mr. Bassi held various positions on the
board of Potbelly Corporation (NASDAQ: PBPB). From June 2015 to December 2018, Mr. Bassi served on the value
optimization board for Mekong Capital Partners, a private equity firm based in Vietnam. He also served on the board of
supervisors of AmRest Holdings SE (WSE: EAT) from 2013 to 2015, and served on the board of the Pep Boys—
Manny, Moe & Jack from 2002 to 2009. Mr. Bassi received his master’s degree of business administration (MBA) from
the University of Rhode Island in 1972. He brings to our Board knowledge of the restaurant industry and global fran-
chising, as well as financial expertise and extensive public company board and corporate governance experience.

Edouard Ettedgui
Age71
Director Since 2016
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Edouard Ettedgui has served as the non-executive chairman of Alliance Francaise, Hong Kong since 2016. He also
served as a non-executive director of Mandarin Oriental International Limited from April 2016 to May 2020, the com-
pany for which he was the group chief executive from 1998 to 2016. Prior to his time at Mandarin Oriental International,
Mr. Ettedgui was the chief financial officer for Dairy Farm International Holdings, and he served in various roles for
British American Tobacco (“BAT”), including as the business development director, group finance controller and group
head of finance. From 1990 to 1996, he spent around six years with BAT Industries PLC in London, initially as the head
of finance and later as the group finance controller and director for new business development. Mr. Ettedgui graduated
from ESSEC Business School (France) in 1975. He brings to our Board senior management experience in various inter-
national consumer-product industries, extensive financial expertise and public company board experience.
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Ruby Lu
AgeS52
Director Since 2016

Ruby Lu is a venture capitalist investing in technology start-ups in the U.S. and China. Ms. Lu founded Atypical Ven-
tures, an early-stage technology venture investment firm, in 2019. In 2006, she co-founded DCM China, a venture capi-
tal firm. During her more than 12-year tenure at DCM, she invested in, and served as a board member for, many leading
technology companies, including BitAuto Holdings Limited, Ecommerce China Dangdang Inc. and Pactera Technology
International Ltd. Prior to joining DCM in 2003, Ms. Lu was a vice president in the investment banking group of tech-
nology, media and telecommunications at Goldman Sachs & Co. in Menlo Park, California. She is currently an indepen-
dent director on the boards of Unilever (NYSE: UL) and Uxin Limited (NASDAQ: UXIN). She also served as an
independent director and on the audit committee of iKang Healthcare Group, Inc. and as an independent director and
Chairman of the special committee for iDreamSky Technologies Limited before these two companies were taken pri-
vate, as well as an independent director of Blue City Holdings Limited (NASDAQ: BLCT). Ms. Lu obtained her master
of arts from Johns Hopkins University in 1996. She brings to our Board public company board experience as well as
extensive financial and global market experience.

Zili Shao
Age 63
Director Since 2016
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Zili Shao is the founder and chairman of MountVue Capital Management Co. Ltd. Mr. Shao also serves as an indepen-
dent non-executive director of Bank of Montreal (China) Co., Ltd. and an independent member of the general and super-
visory board of EDP — Energias de Portugal, S.A., a multinational energy company listed on the Euronext Lisbon Stock
Exchange (stock code: EDP).Mr. Shao also served as co-chairman and partner at King & Wood Mallesons China from
April 2015 to May 2017. From 2010 to 2015, Mr. Shao held various positions at JP Morgan Chase & Co.
(“JP Morgan”), including roles such as chairman and chief executive officer of JP Morgan China and vice chairman of
JP Morgan Asia Pacific. Prior to JP Morgan, he was a partner at Linklaters LLP, a leading international law firm, for
12 years. He acted as managing partner of Linklaters of Greater China and subsequently was appointed managing partner
of the Asia Pacific region. Mr. Shao obtained his master’s degree in law from the University of Melbourne in 1994.
Mr. Shao brings to our Board extensive professional experience in Asia and public company board and corporate gover-
nance experience.
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William Wang
Age48
Director Since 2017

William Wang is one of the founding partners of Primavera. Prior to Primavera, Mr. Wang served as a managing director
of Goldman Sachs Merchant Banking/Principal Investment Area, where he led significant successful investments in
China for the group. Prior to that, Mr. Wang worked in the investment banking division and private equity group of
China International Capital Corporation Limited. Mr. Wang currently serves as a director on the board of Geely Auto-
mobile Holdings Limited, a company listed on the Hong Kong Stock Exchange (stock code: 0175), and Sunlands Tech-
nology Group, a company listed on the New York Stock Exchange (NYSE: STG), in addition to directorships at
Primavera’s portfolio companies. Mr. Wang obtained a master of management degree in management science and engi-
neering from Shanghai Jiao Tong University in 2000. He brings to our Board deep knowledge and investment insights of
the Chinese market.

Min (Jenny) Zhang
Age49
Director Since 2021

Min (Jenny) Zhang held various leadership positions in Huazhu Group Limited, a multi-brand hotel group listed on both
the Nasdaq Stock Market (NASDAQ: HTHT) and the Hong Kong Stock Exchange (stock code: 1179) from September
2007 to August 2021, including as vice-chairlady from July 2020 to August 2021, executive vice-chairlady from
November 2019 to July 2020, chief executive officer from May 2015 to November 2019, president from January 2015 to
May 2015, chief financial officer from March 2008 to May 2015, chief strategic officer from November 2013 to January
2015 and senior vice president of finance from September 2007 to February 2008. Ms. Zhang served as an independent
director of LAIX Inc., an artificial intelligence company listed on the New York Stock Exchange (NYSE: LAIX), from
May 2020 to October 2022. She served as an independent non-executive director of Genscript Biotech Corporation, a
company listed on the Hong Kong Stock Exchange (stock code: 1548), from August 2015 to November 2018, and an
independent director of OneSmart Education Group Limited, a company listed on the New York Stock Exchange
(NYSE: ONE), from March 2018 to February 2020. Ms. Zhang received a master of business administration degree
from Harvard Business School in 2003. Ms. Zhang brings to our Board leadership experience in a consumer-focused
industry in China, extensive financial expertise and public company board experience.
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Christina Xiaojing Zhu
Age 50

Christina Xiaojing Zhu is the president and chief executive officer of Walmart China. Prior to joining Walmart Group in
May 2020, Ms. Zhu served as the president of Fonterra Greater China, a global dairy exporter and milk processor, where
she led Fonterra group’s businesses in mainland China, Hong Kong and Taiwan region, from August 2016 to December
2019, and served as a managing director and vice president from September 2011 to July 2016. Prior to joining Fonterra,
Ms. Zhu served as a vice president of Honeywell International Inc., a NYSE-listed technology company, where she was
responsible for strategy and development, from January 2005 to May 2008, and served as director for strategy and busi-
ness development from February 2003 to January 2005. Prior to that, Ms. Zhu worked as an engagement manager of
McKinsey & Company with a focus on serving financial institutions from 1999 to 2003. Ms. Zhu currently serves as a
director of Dada Nexus Limited (NASDAQ: DADA), a platform of local on-demand retail and delivery in China listed
on the Nasdaq Global Select Market. Ms. Zhu also serves as a non-voting observer of JD.com, Inc., an e-commerce
company that is listed on the Nasdaq Stock Market (NASDAQ: JD) and the Hong Kong Stock Exchange (stock code:
9618). Ms. Zhu received a bachelor’s degree in western studies from Beijing Foreign Studies University and an MBA
from Columbia Business School. Ms. Zhu will bring to our Board leadership, operational and digital experience in a
customer-centric industry in China.
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MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 2. Approval and Ratification of Independent

Auditors

What am I voting on?

We are asking stockholders to approve and ratify the
appointment of KPMG Huazhen LLP and KPMG as our
independent auditors for U.S. financial reporting and
Hong Kong financial reporting purposes, respectively, for
the year 2023. KPMG Huazhen LLP has served as our
independent auditor since 2016. KPMG has served as our
independent auditor since 2020 after our listing on the
Hong Kong Stock Exchange (KPMG Huazhen LLP and
KPMG shall hereafter collectively referred as “KPMG”).

As part of its audit engagement process, the Audit Com-
mittee considers on at least an annual basis the engage-
ment of independent auditors. In deciding to engage
KPMG as independent auditors for 2023, the Audit Com-
mittee considered:

* KPMG’s performance in 2022;

* KPMG’s independence;

* The depth and expertise of the KPMG’s audit teams,
including their understanding of the Company’s indus-

try, business, operations and systems, as well as
accounting policies and processes;

* The appropriateness of KPMG’s fees;
* A consideration of KPMG’s known legal risks and sig-

nificant proceedings that may impair its ability to per-
form the audit; and

* KPMG’s tenure as the Company’s independent audi-
tors.

KPMG rotates its lead audit engagement partner every
five years. The Audit Committee is directly involved in
the evaluation of the lead audit engagement partner to
ensure that the he or she is appropriately qualified to lead
the Company’s audit. After considering the criteria set
forth above, the Audit Committee believes that retaining
KPMG as the Company’s independent auditors is in the
best interests of the Company and its stockholders.

Will a representative of KPMG attend the Annual
Meeting?

Representatives of KPMG will attend the Annual Meet-
ing, will have the opportunity to make a statement if they
desire and will be available to respond to appropriate
questions from stockholders.

What vote is required to approve this proposal?

Approval of this proposal requires the affirmative vote of
a majority of shares present in person or represented by
proxy and entitled to vote at the Annual Meeting. In the
event this proposal is not approved, the Audit Committee
will reconsider the selection of KPMG as the Company’s
independent auditors.

The Audit Committee and the Board of Directors
recommend that you vote FOR approval of this
proposal.
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MATTERS REQUIRING STOCKHOLDER ACTION

What were KPMG’s fees for audit and other
services for 2022 and 2021?

The following table presents fees for professional services
rendered by KPMG for the audit of the Company’s
annual financial statements, and fees billed for audit-
related services, tax services and all other services for
2022 and 2021. All KPMG services for 2022 and 2021
were approved in advance by the Audit Committee spe-
cifically or pursuant to procedures outlined below.

2022 2021
Audit fees™ .. ........... $ 2,856,814 $ 3,085,148
Audit-related fees®@ . ...... 39,858 10,741
Taxfees® ............... 30,603 37,766
All otherfees ............ — —
TOTALFEES............ $ 2,927,275 $ 3,133,655

(1)  Audit fees include fees for the audit of the annual
consolidated financial statements, reviews of the
interim condensed consolidated financial state-
ments, and services related to statutory filings or
engagements.

(2)  Audit-related fees consist principally of fees for the
attestation services related to certain employee
benefit plans and key data as defined in the sus-
tainability report of the Company.

(3) Tax fees consist principally of fees for tax filling
assistance and tax advisory services.

What is the Company’s policy regarding the
approval of audit and non-audit services?

The Audit Committee has implemented a policy for the
pre-approval of all audit and permitted non-audit services,
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including tax services, proposed to be provided to the
Company by its independent auditors. Under the policy,
the Audit Committee may approve engagements on a
case-by-case basis or pre-approve engagements on a cate-
gorical basis pursuant to the Audit Committee’s
pre-approval policy. The Audit Committee may delegate
pre-approval authority to one of its independent members
and has currently delegated pre-approval authority up to
certain amounts to its Chairperson.

In considering pre-approvals, the Audit Committee con-
siders the nature, scope and fees of the service to be pro-
vided to the Company as well as the principles and
guidance established by the SEC and the Public Company
Accounting Oversight Board (“PCAOB”) with respect to
auditor independence. Services as to which a general
pre-approval has been granted on an annual basis are
effective for the applicable year. Any proposed service for
which the estimated fees would cause the total fees for
that class of service to exceed the applicable estimated fee
threshold requires specific approval by the Audit Com-
mittee or its delegate.

The Principal Accounting Officer monitors the perfor-
mance of all services provided by the independent audi-
tors and determines whether such services are in
compliance with this policy. The Principal Accounting
Officer reports periodically to the Audit Committee with
respect to compliance with this policy and the status of
outstanding engagements, including actual services pro-
vided by the independent auditors and associated fees, and
must promptly report to the Chairperson of the Audit
Committee any non-compliance (or attempted
non-compliance) with this policy of which the Principal
Accounting Officer becomes aware.



MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 3. Advisory Vote on Named Executive Officer

Compensation

What am I voting on?

In accordance with SEC rules, we are asking stockholders
to approve, on a non-binding basis, the compensation of
the Company’s named executive officers as disclosed in
this proxy statement. This non-binding advisory vote is
also known as the “Say on Pay” vote. This is not a vote on
the Company’s general compensation policies or the
compensation of the Board. At the 2022 annual meeting
of the Company’s stockholders, approximately 89% of
the votes cast by our stockholders were voted in approval
of the compensation of our named executive officers as
disclosed in the 2022 proxy statement.

Our performance-based executive compensation program
is designed to attract, reward and retain the talented lead-
ers necessary for our Company to succeed in the highly
competitive market for talent, while maximizing stock-
holder returns. This approach has made our management
team a key driver in the Company’s strong performance
over both the long and short term. We believe that our
compensation program has attracted and retained strong
leaders, and is closely aligned with the interests of our
stockholders.

In deciding how to vote on this proposal, we urge you to
read the Compensation Discussion and Analysis section
of this proxy statement, which discusses in detail how our

compensation policies and procedures operate and are
designed to meet our compensation goals and how our
Compensation Committee makes compensation deci-
sions under our programs.

Accordingly, we ask our stockholders to vote in favor of
the following resolution at the Annual Meeting:

“RESOLVED, that the compensation paid to the named
executive officers, as disclosed in the Compensation Dis-
cussion and Analysis, the compensation tables and related
materials included in the proxy statement, is hereby
approved.”

What vote is required to approve this proposal?

Approval of this proposal requires the affirmative vote of
a majority of shares present in person or represented by
proxy and entitled to vote at the Annual Meeting. While
this vote is advisory and non-binding on the Company,
the Board of Directors and the Compensation Committee
will review the voting results and consider stockholder
concerns in its continuing evaluation of the Company’s
compensation program.

The Board of Directors recommends that you vote
FOR approval of this proposal.
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MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 4. Advisory Vote on the Frequency of the Advisory
Vote on Named Executive Officer Compensation

What am I voting on?

In accordance with SEC rules, we are asking stockholders
to determine, on a non-binding basis, whether the Say on
Pay vote should occur every year, every two years or
every three years. This non-binding advisory vote is also
known as the “Say When on Pay” vote.

The Board believes that continuing to conduct an advisory
Say on Pay vote every year is the best approach for the
Company. This frequency will enable our stockholders to
provide timely feedback on our executive compensation
program based on the most recent information presented
in our proxy statement.

What vote is required to approve this proposal?

Stockholders are not voting to approve or disapprove of
the Board’s recommendation to hold the Say on Pay Vote
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every year. Instead, stockholders may cast their vote in
one of four manners with respect to this proposal: (1) one
year; (2) two years; (3) three years; or (4) abstaining from
voting on the proposal. The frequency with the most votes
cast shall be the desired frequency of the stockholders of
the Company. Although the vote is non-binding, we value
continuing and constructive feedback from our stock-
holders on compensation and other important matters.
The Board of Directors and the Compensation Committee
will take into consideration the voting results when deter-
mining how often the Say on Pay vote should occur.

The Board of Directors recommends that you vote
Jor “1 YEAR” as the frequency which
the non-binding advisory vote to approve named
executive officer compensation should be held.



MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 5. Authorization to Issue Shares up to 20% of

Outstanding Shares

Prior to the voluntary conversion of our secondary listing
status to a primary listing status on the HKEX, the
Board’s authority included the ability to issue shares.
Such authority is generally on par with other NYSE-listed
U.S. companies. However, under the Hong Kong Listing
Rules, a primary-listed company must have authority
from its stockholders to issue any shares, including shares
that are part of the company’s authorized but unissued
share capital, unless they are offered to existing stock-
holders pro-rata to their existing holdings. Approval of
this proposal will permit the Board the authority to autho-
rize the Company to issue shares in compliance with the
Hong Kong Listing Rules to the same extent already
authorized under our Amended and Restated Certificate
of Incorporation and the rules of the NYSE. We are not
asking stockholders to approve an increase in our autho-
rized share capital.

In light of the dynamics of the China market in which it
operates, the Company has always believed in maintain-
ing a strong balance sheet and maximum financial flexi-
bility. This authority will enable the Company to address
business contingencies and capture growth opportunities,
in accordance with its long-term strategic goals, in a
timely manner. Consistent with its past practice, the Board
will authorize future issuances of securities only if it
determines that such issuances are in the best interests of
the Company and its stockholders. The Board has no
immediate plans to issue any shares pursuant to this
authorization and we are not asking stockholders to
approve a specific issuance of shares.

Furthermore, the Company does not intend to issue any
shares under this authority at a discount of more than 10%
to the “benchmarked price” (as described in Rule 13.36(5)
of the Hong Kong Listing Rules), which is more restric-
tive than the maximum discount of 20% permitted under
the Hong Kong Listing Rules.

Granting the Board this authority is an annual, routine
matter for primary-listed companies on the Hong Kong
Stock Exchange. In accordance with the Hong Kong List-

ing Rules, it is a customary practice for primary-listed
companies on the Hong Kong Stock Exchange to seek
stockholder authority to issue up to 20% of a company’s
outstanding shares and for such authority to be effective
until the next annual meeting of stockholders, unless oth-
erwise earlier revoked or modified by a duly adopted res-
olution of the stockholders. June 25, 2024 is the 13-month
anniversary of the Annual Meeting and reflects the end
date of the authorization, after which the authorization
cannot extend. Therefore, consistent with this market
practice, and as allowed under the Hong Kong Listing
Rules, we are seeking approval for continuing authority
for the Board to authorize the Company to issue common
stock or securities convertible into common stock up to a
maximum of 20% of our outstanding shares as of the date
of the Annual Meeting, for a period from the Annual
Meeting until the earlier of the 2024 annual meeting of
stockholders or June 25, 2024. We expect to propose a
renewal of this authorization annually. Pursuant to this
proposal, assuming for illustrative purposes that our out-
standing shares remain unchanged from March 27, 2023
to the date of the Annual Meeting, the Company will be
allowed to issue a maximum of 83,649,497 shares of
common stock.

Accordingly, we ask our stockholders to vote in favor of
the following resolution at the Annual Meeting:

“RESOLVED, to approve the Board’s continuing
authority to approve the Company’s issuance of shares of
its common stock or securities convertible into common
stock in an amount not to exceed 20% of the total number
of outstanding shares of common stock of the Company
as of the date of the Annual Meeting, effective from date
of the Annual Meeting until the earlier of the date the next
annual meeting is held or June 25, 2024.”

For clarity, this authority will include the authority to
issue securities convertible into shares of common stock,
or options, warrants or similar rights to subscribe for
shares of common stock or such convertible securities of
the Company and to make or grant offers, agreements
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MATTERS REQUIRING STOCKHOLDER ACTION

and/or options (including bonds, warrants and debentures
convertible into shares of common stock), subject to the
limitations described in the resolution set forth above.
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What vote is required to approve this proposal?

Approval of this proposal requires the affirmative vote of
a majority of shares present in person or represented by
proxy and entitled to vote at the Annual Meeting.

The Board of Directors recommends that you vote
FOR the approval of this proposal.



MATTERS REQUIRING STOCKHOLDER ACTION

ITEM 6. Authorization to Repurchase Shares up to 10%

of Outstanding Shares

This section serves as the explanatory statement pursuant
to Rule 10.06(1)(b) of the Hong Kong Listing Rules to
provide information for our stockholders to make a rea-
sonably informed decision on whether to vote for or
against the resolution with respect to the authorization to
repurchase shares to be proposed at the Annual Meeting.

We have historically used share repurchases as a means of
returning cash to stockholders. The Board believes that,
after we became a primary-listed company on the Hong
Kong Stock Exchange, it is in the best interests of the
Company and our stockholders to continue have a general
authority from our stockholders to enable our Company to
purchase shares of common stock in the markets. Further,
the Company prioritizes the equality of our stockholders,
regardless of the exchange on which the shares they hold
trade. After we became a primary-listed company on the
Hong Kong Stock Exchange, our goal is to maintain that
priority and ensure that our stockholders holding our
shares that trade on the Hong Kong Stock Exchange are
also allowed the benefit of our share repurchase program.

The Company first adopted a share repurchase program in
the U.S. in 2017 (the “U.S. Repurchase Program’”) and
has increased the authorization thereunder from time to
time. The Company has also adopted plans in compliance
with Rule 10b5-1 and/or Rule 10b-18 of the Securities
Exchange Act of 1934 to effect repurchases under the
U.S. Repurchase Program. After we became a primary-
listed company on the Hong Kong Stock Exchange, we
carried on the U.S. Repurchase Program, and we also
adopted a share repurchase program in Hong Kong which
is analogous to the U.S. Repurchase Program.

Under the Hong Kong Listing Rules, a primary-listed
company must obtain authority from its stockholders to
repurchase its shares on the Hong Kong Stock Exchange
if it wishes to conduct share repurchases on the Hong
Kong Stock Exchange. Granting the Company this
authority is a routine matter for primary-listed companies
on the Hong Kong Stock Exchange and is consistent with
market practice. Without this authority, the Company’s

ability to repurchase shares would be limited to the repur-
chase of shares that trade on the NYSE and would not
include repurchases on the Hong Kong Stock Exchange.
Granting the Company this authority will ensure continu-
ous parity between investors who hold our shares that
trade on the NYSE and investors that hold our shares that
trade on the Hong Kong Stock Exchange. Any repur-
chases made in Hong Kong or the United States will
reduce the available authority under the repurchase man-
date and the repurchase authorization.

In connection with the authorizations established by the
Board regarding our share repurchase programs, these
repurchases would be made only at price levels that the
Company would consider to be in the best interests of the
stockholders generally, after taking into account the
Company’s overall financial position. Our Board of
Directors has authorized an aggregate of $2.4 billion for
our share repurchase program, including its most recent
increase in authorization in March 2022. As of
December 31, 2022, approximately $1.2 billion remained
available under that program. As a Delaware corporation,
we are bound by the requirements the Delaware General
Corporation Law, which prohibits a corporation from
purchasing its shares of capital stock when the purchase
would cause any impairment of our capital, as well as
applicable SEC and NY SE requirements.

Share Capital

As of March 27, 2023, the total number of outstanding
shares of common stock of the Company was
418,247,486. Pursuant to this proposal, and assuming for
illustrative purposes that our outstanding shares remain
unchanged from March 27, 2023 to the date of the Annual
Meeting, we are seeking continuing authority to repur-
chase up to a maximum of 41,824,748 shares of common
stock, representing 10% of our outstanding shares as of
the date of the Annual Meeting. The authority will be
effective for a period from the Annual Meeting until the
earlier of the 2024 annual meeting of stockholders or
June 25, 2024, unless earlier revoked or modified by a
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MATTERS REQUIRING STOCKHOLDER ACTION

duly adopted resolution of the stockholders. As noted
above, June 25, 2024 is the 13-month anniversary of the
Annual Meeting and reflects the end date of the authori-
zation, after which the authorization cannot extend.

Funding of Repurchase

The repurchases may depend on market conditions and
funding arrangements at the time and will be made only
when the Company believes that such repurchases will
benefit the Company and our stockholders. Repurchases
of shares of common stock will be funded out of funds
legally available for such purposes in accordance with the
Company’s Amended and Restated Bylaws, the Hong
Kong Listing Rules, applicable U.S. federal law,
Delaware law, the NYSE listing standards, and other
applicable laws and regulations in U.S. and Hong Kong.

Impact of Repurchases

The repurchase of common stock pursuant to this pro-
posal may have a material adverse impact on the working
capital or leverage of the Company as compared with the
position as at December 31, 2022 in the event that the pro-
posed repurchases were to be carried out in full at any time
during proposed repurchase period. However, our direc-
tors are subject to fiduciary duties to the Company and are
bound by the requirements the State of Delaware General
Corporation Law, which prohibits a corporation from
purchasing its shares of capital stock when the purchase
would cause any impairment of our capital.

The Code on Takeovers
(the “Takeovers Code’)

and Mergers

If, as a result of a repurchase pursuant to the authorization
to repurchase shares, a stockholder’s proportionate inter-
est in the voting rights of our Company increases, such
increase will be treated as an acquisition of voting rights
for the purposes of the Takeovers Code. Accordingly, a
stockholder, or a group of stockholders acting in concert
(within the meaning under the Takeovers Code), depend-
ing on the level of increase in the stockholder’s interest,
could obtain or consolidate control of our Company and
thereby become obliged to make a mandatory offer in
accordance with Rule 26 of the Takeovers Code.
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As of March 27, 2023, to the best knowledge and belief of
our Board of Directors, our largest stockholder benefi-
cially owned 39,956,938 shares of common stock, repre-
senting approximately 9.6% of our outstanding shares,
based on Amendment No. 4 to the Schedule 13G filed on
February 10, 2023 with the SEC by the stockholder. In the
event that our Board of Directors should exercise in full
the authorization to repurchase shares, and the sharehold-
ing of our largest stockholder remains the same, the bene-
ficial ownership of our largest stockholder will be
increased to approximately 10.6% of our outstanding
shares.

To the best knowledge and belief of our Board of Direc-
tors, such increase would not give rise to an obligation to
make a mandatory offer under the Takeovers Code. Our
Board of Directors has no present intention to repurchase
shares of common stock to the extent that will trigger the
obligations under the Takeovers Code for our largest
stockholder to make a mandatory offer. Our Board of
Directors is not aware of any other consequences which
may arise under the Takeovers Code as a result of a repur-
chase pursuant to the authorization to repurchase shares.
The Hong Kong Listing Rules prohibit a company from
buying back shares on the Hong Kong Stock Exchange if
the result of the repurchases would be that less than 25%
(or such other prescribed minimum percentage as deter-
mined by the Hong Kong Stock Exchange) of our out-
standing shares would be in public hands. Our Board of
Directors does not propose to repurchase shares which
would result in less than the prescribed minimum per-
centage of shares of common stock in public hands.

Market Prices of Shares

This section includes information required to be
provided pursuant to Rule 10.06(1)(b) of the
Hong Kong Listing Rules. While our shares are
dual-primary listed on the NYSE and HKEX, the
information set forth below relates exclusively to
our listing on the Hong Kong Stock Exchange and
is therefore provided in Hong Kong dollars. The
below values do not represent trading prices of our
shares on the NYSE.




Our common stock was listed on the Hong Kong Stock
Exchange on September 10, 2020. The following table
sets forth the highest and lowest closing prices at which
the shares of common stock traded on the Hong Kong
Stock Exchange during each month of the previous
12 months and until March 2023:

Yum China’s Highest and Lowest Monthly Close
Price (March 2022 — March 2023)

Share price
Highest Lowest

(HK$) (HK$)
2022
March ... 416.4 290.0
April .. 355.4 313.2
May ... 360.2 292.8
June .. 385.2 320.4
July o 392.2 358.2
August . ... 401.4 365.6
September ........... ... 417 367
October ..., 395 312.8
November ........................ 431.4 342.6
December ........ ... ... ... ... 456.6 421
2023
January ... 494 433.6
February ........ .. ... .. ... .. ... 491.6 454.8
March ... ... . 500 452.2
Undertaking

None of our directors, nor, to the best of our directors’
knowledge after having made all reasonable inquiries, any
of their close associates (as defined in the Hong Kong
Listing Rules), have any present intention, in the event
that the authorization to repurchase shares is approved, to
sell any shares of common stock to our Company.

No core connected person (as defined in the Hong Kong
Listing Rules) has notified our Company that he/she/it has a
present intention to sell shares of common stock to our Com-
pany pursuant to the authority being sought in this proposal, if
the authorization to repurchase shares is exercised.

Our directors have undertaken to the Hong Kong Stock
Exchange that, so far as the same may be applicable, they
will exercise the authorization to repurchase shares in
accordance with the Hong Kong Listing Rules and the
applicable laws of the Delaware (being the jurisdiction of
the Company’s incorporation).

MATTERS REQUIRING STOCKHOLDER ACTION

Repurchases of Shares

For the year ended December 31, 2022, we repurchased
approximately 10.5 million shares of our common stock
in open market transactions on the New York Stock
Exchange for a total cost of approximately $466 million.

Details of shares repurchased on the New York Stock
Exchange in the previous six months are as follows:

Number of Shares Price paid per share

Repurchased Highest Lowest

(thousands) (USs$) (US$)
2022
October .......... 964 50.00 38.76
November......... 223 50.00 42.48
December......... Nil - -
2023
January ........... 337 62.43 55.81
February .......... 316 63.01 56.97
March ............ 376 64.56 57.78

Accordingly, we ask our stockholders to vote in favor of
the following resolution at the Annual Meeting:

“RESOLVED, to approve the Board’s continuing
authority to approve the Company’s repurchase of shares
of its common stock in an amount not to exceed 10% of
the total number of outstanding shares of common stock
of the Company as of the date of the Annual Meeting,
effective from date of the Annual Meeting until the earlier
of the date the next annual meeting is held or June 25,
2024.”

What vote is required to approve this proposal?
Approval of this proposal requires the affirmative vote of
a majority of shares present in person or represented by

proxy and entitled to vote at the Annual Meeting.

The Board of Directors recommends that you vote
FOR the approval of this proposal.
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STOCK OWNERSHIP INFORMATION

Who are our largest stockholders?

The following table sets forth the number of shares of
Company common stock beneficially owned as of
March 27, 2023, except as otherwise noted, by
(i) beneficial owners of more than 5% of the outstanding
shares of Company common stock, (ii) each of the Com-
pany’s named executive officers, (iii) each of the Compa-
ny’s directors and director nominees and (iv) all of the
Company’s directors and executive officers as a group.

In accordance with SEC rules, beneficial ownership
includes all shares the stockholder actually owns benefi-
cially or of record, all shares over which the stockholder
has or shares voting or dispositive control and all shares
the stockholder has the right to acquire within 60 days of
March 27, 2023. Except as indicated in the footnotes to
the table, the Company believes that the persons named in
the table have sole voting and investment power with
respect to all shares owned beneficially by them.

Number of Shares Percent of

Name of Beneficial Owner Beneficially Owned Shares(!
More Than 5% Owners
INVeSCO LEd. . . ... . e 39,956,938 9.6%

1555 Peachtree Street NE, Suite 1800

Atlanta, GA 30309
BlackRoOCK, INC. .. ... e 28,737,5370) 6.9%

55 East 52nd Street

New York, NY 10055
Named Executive Officers
JOBY WAt .o 581,5674 *
ANAY Y OUNG . oottt e e e 37,8916 *
JOSEPh Chan . ... 23,0360 *
JONNSON HUBNG ..o e e e 136,756 *
AN YUBN L e e e e e e e s 48,1600 *
Non-Employee Directors
Peter A, Bassi . ..o e e e 63,764 *
Edouard EHEAQUI . ... oot 38,223 *
Oyl HAN L 22,526 *
LoUis T. HSIEN . .o e e e e e 64,739 *
Fred HuU .. e s 43,737 *
RUBY LU 42,776 *
ZHlE SN0 . . ot 38,674 *
Wil W aNG . .ottt et e et e e e e e e e e e e e e s 34,828 *
Min (JeNNY) ZNang .. .ottt e 5,070 *
Ownership of all directors and executive officers as a group (19total) ................... 1,383,666©) *
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STOCK OWNERSHIP INFORMATION

Represents less than one percent

Percentage ownership is determined based on a total of 418,247,486 shares of Company common stock outstand-
ing as of March 27, 2023.

Based on Amendment No. 4 to the Schedule 13G filed by Invesco Ltd. on February 10, 2023, which indicated
that, as of December 30, 2022, Invesco Ltd. had sole voting power over 39,956,938 shares of Company common
stock and sole dispositive power over 39,956,938 shares of Company common stock.

Based on Amendment No. 7 to the Schedule 13G filed by BlackRock, Inc. on February 1, 2023, which indicated
that, as of December 31, 2022, BlackRock, Inc. had sole voting power over 26,054,315 shares of Company com-
mon stock and sole dispositive power over 28,737,537 shares of Company common stock.

Includes 326,423 shares issuable upon the exercise of vested stock appreciation rights (“SARs”).

Includes 14,143 shares issuable upon the exercise of vested SARs.

Includes 9,769 shares issuable upon the exercise of vested SARs.

Includes 85,824 shares issuable upon the exercise of vested SARs.

Includes 35,747 shares issuable upon the exercise of vested SARs.

Includes 635,794 shares issuable upon the exercise of vested SARs.
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EXECUTIVE COMPENSATION

COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis (our
“CD&A”) provides an overview of our executive com-
pensation programs for 2022, the context under which our
executive compensation decisions were determined, and
how we performed within that environment.

For 2022, our NEOs were:

Our named executive officers (“NEOs”) consist of our
Chief Executive Officer, our Chief Financial Officer, and
our three other most highly compensated executive offi-
cers for 2022.

Name Title

Joey Wat Chief Executive Officer (“CEQ”)
Andy Yeung Chief Financial Officer (“CFO”)
Joseph Chan Chief Legal Officer

Johnson Huang* Chief Customer Officer

Aiken Yuen Chief People Officer

Chief Customer Officer, effective May 1, 2022.

This CD&A is divided into four sections:

* Having served as General Manager, KFC through April 30, 2022, Mr. Huang was appointed as the Company’s

Executive Summary * Context for Determining Executive Compensation Decisions

* Business Overview and Performance Highlights

* Recent Compensation Highlights

¢ Alignment of Executive Compensation Program with Business Performance

* Pay Components

* Executive Compensation Practices

* Stockholder Engagement

Elements of the Executive * Base Salary

Compensation Program
P g ¢ Annual Performance-Based

Cash Bonuses

* Long-Term Equity Incentives

e Other Elements of Executive Compensation Program

* 2022 NEO Compensation and Performance Summary
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How Compensation
Decisions Are Made

* Executive Compensation Philosophy

* Role of the Compensation Committee

* Role of the Independent Consultant

* Executive Compensation Peer Group

* Competitive Positioning and Setting Compensation

Compensation Policies

* Compensation Recovery Policy

* Equity-Based Awards Grant Policy

* Stock Ownership Guidelines and Retention Policy

* Hedging and Pledging of Company Stock

Executive Summary

Context for Determining Executive Compensation
Decisions

A unique feature of the Company is that while it is incor-
porated in Delaware and listed on the NYSE and Hong
Kong Stock Exchange, substantially all of its operations
are located in China, with nearly 13,000 restaurants across
over 1,800 cities in China at the end of 2022. Our operat-
ing environment and regulatory requirements are com-
plex, and our leadership must be capable of adapting our
businesses, and supporting our growth goals, amid these
complexities. As a result, the operating environment and
competitive market in China are significant factors in the
Compensation Committee’s decision-making process
and the design of our compensation program. In making
compensation decisions, the Compensation Committee
considers our performance in the context of the Chinese
operating environment, the restaurant industry in China
and our China-based peers, as well as our performance
against our U.S. peers. Importantly, because our operating
environment and the restaurant industry in China may be
uniquely, or more significantly, impacted by certain fac-
tors than on our U.S. peers, the Compensation Committee
seeks to maintain flexibility to design, refine and adjust
the Company’s executive compensation program to be
responsive to, and reward performance within, our oper-
ating environment even if that results in a compensation
program that differs from our U.S. peers.

In addition, as a Delaware-incorporated company with
dual-primary listing on both the NYSE and Hong Kong
Stock Exchange, our leadership team must also possess,
in addition to deep knowledge of the U.S. and Hong Kong
governance requirements, the global perspectives and

expertise required to resolve many novel and complex
issues amid the evolving global regulatory landscape,
including geo-political challenges. Because the Company
is designing an executive compensation program that
attracts, retains and incentivizes global talent, but with
specific knowledge of the evolving Chinese regulatory
and operating environment, including the challenges and
complexities of managing the extensive supply chain,
store and digital operations, the Company’s executive
compensation program may differ from our U.S. peers to
reflect the competitive market in China, the need to attract
a global skillset with deep knowledge of both U.S. and
Chinese regulatory regimes and the Company’s desire to
incentivize an entrepreneurial mindset to encourage
actions that support our long-term growth and strategy.
For these reasons, the Compensation Committee looks at
the totality of factors the Company faces when it consid-
ers and determines executive compensation.

* Operating Environment: Starting in the first quarter of
2020 and throughout 2021 and 2022, the COVID-19
pandemic significantly impacted the restaurant industry
in China. Strict public health measures were imple-
mented across the country, including mass testing,
regional lockdowns and travel restrictions. These mea-
sures led to reduced traveling, fewer social activities,
and softened consumption demand. During peak out-
break periods, hundreds of millions of people were
under some type of lockdown. As a result, at the peak of
the COVID-19 outbreak in China in 2020, approxi-
mately 35% of our restaurants were closed. Our opera-
tions and financial results for the second half of 2021
were also significantly affected by multiple waves of
outbreaks, which spread to nearly all provinces in

YUM CHINA - 2023 Proxy Statement | 43

o
=
o
X
<
(9]
e
)
=L
@
3
[v)
3
=




.
c
@
=
9]
Z
©
&
n
>
X
o
<
(oL,

EXECUTIVE COMPENSATION

China. The COVID-19 pandemic and strict public
health measures persisted throughout 2022. In March
2022, over 1,700 of our stores in China, on average,
were either temporarily closed or offered only takeaway
and delivery services. During April and May 2022, that
number increased to over 2,500 and our same-store
sales declined by more than 20% year-over-year. In
October and November 2022, sporadic occurrences of
COVID infections quickly evolved into major regional
outbreaks, leading to tightened COVID-related health
measures and lockdowns. The number of our stores that
were either temporarily closed or offered only takeaway
and delivery services increased in October and
November 2022, peaking at over 4,300 in late
November 2022. In December 2022, the government
significantly changed its COVID policies, including

removing mass testing and central quarantine require-
ments as well as lifting travel restrictions. The tempo-
rary closures, combined with a massive wave of
infections leading to substantial decline in dine-in traf-
fic in December 2022, caused our same store sales to
decrease 4% year-over-year in the fourth quarter of
2022.

According to government statistics, total revenue of the
restaurant industry in China in 2022 declined by 6%,
both compared to 2021 and 2019, respectively. Nota-
bly, many restaurants in China exited the business over
the 2020 to 2022 period. The graph below showing the
China restaurant industry’s monthly revenue growth for
the periods indicated illustrates the volatility:

China Restaurant Industry Monthly Revenue Growth
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Source: National Bureau of Statistics of China

2022 was in many ways the most volatile year among the
past three years, during which the restaurant sector in
China operated in a fast-changing operating environment,
facing challenges from sporadic COVID outbreaks, entire
city lockdowns and, in December 2022, nationwide
infections. The fast-changing operating environment
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required decisive emergency measures to sustain opera-
tions, drive sales and cut costs, which in turn put immense
pressure on staff from top to bottom of the company.
Some of these emergency measures required manage-
ment to refocus its efforts on performance results that
were not measured under our incentive programs, and
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management executed on emergency operating plans 49.03 percentage points over the three-year period
swiftly and effectively in order to allow the Company to from 2020 to 2022, and in 2022, respectively.

sustain profitability since the onset of the COVID-19 pan-

demic and emerge stronger and better positioned post- ~ * TSRis based on the average closing price over the 20
pandemic. The resulting challenges and actions taken by trading days up to and including the start and end of
management in response made it imperative to consider the period and assumes reinvestment of dividends.

the total body of work during the past three years of the

pandemic in evaluating and rewarding performance in an * Peer Company Performance Comparisons: In assess-

appropriate manner to attract and retain leaders with the ing the performance of the Company and our executive
unique mix of skills and to recognize their strong perfor- team, the Compensation Committee considers perfor-
mance during this time. mance against both U.S. and China peers, which allows

the Compensation Committee to assess performance in
the context of the operating market in China which can
vary significantly as compared to the U.S. operating
market. During the pandemic, these differences were
pronounced and the Compensation Committee imple-
mented an executive compensation program that would
be responsive to these drastically different operating
environments and reward performance that was
deemed critical to our success in navigating the pan-
demic and emerging stronger. Despite the unprece-
dented challenges and significant volatility caused by
COVID-19 on the Company’s operations and financial

* TSR Performance*: Our total shareholder return
(“TSR”) outperformed the MSCI China Index, MSCI
China Consumer Discretionary Index and S&P 500
Consumer Discretionary Index from 2020 to 2022 and
in2022.

O The Company’s TSR ranked at the 68.91 percentile
and 93.65 percentile, as compared to the TSR perfor-
mance of the constituents of the MSCI China Index
over the three-year period from 2020 to 2022, and in
2022, respectively.

. o Y

0 The Company’s TSR ranked at the 98.50 percentile results during the three-year period since 2020, the g
and 86.60 percentile, as compared to the TSR perfor- leadership team led the successful implementation of P
mance of the constituents of the MSCI China Con- immediate emergency actions to protect employees, &
sumer Discretionary Index over the three-year sustain operations, drive sales, protect profitability, §

period from 2020 to 2022, and in 2022, respectively. drive stockholder value-creation and give back to the
community. With the tremendous efforts of all our

0 The Company’s TSR outperformed the S&P 500 employees led by the leadership team, our revenue

Consumer Discretionary Index by 11.61 and growth rate outperformed the China restaurant industry
over the periods as indicated below:

2022 vs. 2021 2022 vs. 2019 2019 - 2022 CAGR

YUMC Total Revenue

Source of China Restaurant Industry Total Revenue Growth: National Bureau of Statistics of China

YUMC Total Revenue
Growth (excluding FX)

China Restaurant
Industry Total Revenue
Growth
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EXECUTIVE COMPENSATION

We believe our ability to stay nimble and to adapt
quickly to the rapidly-changing operating environment
were key to our successfully navigating the pandemic to
date. We managed to grow, with a 6% growth in total
revenue (excluding foreign currency translation) in
2022 compared to 2019, while the total revenue of the
China restaurant industry declined by 6% over the same
period. Despite the magnitude of our store closures and
limited services during various waves of the pandemic,
we remained profitable over all 12 quarters of 2020 to
2022.

Competitive Market and Retention Constraints:
Knowledge of and expertise in U.S., China, and Hong
Kong regulatory regimes and business practices are
required for many of the Company’s executive officers.
In addition, because our executive team is located in
China, we are required to compete in the Chinese mar-
ket for executive talent with this unique skillset. Given
the uniqueness of executives with this profile, the Com-
pany increasingly competes for executive talent against
China-based companies with, or planning for, listing
outside of China. These competitors often offer com-
pensation packages with significant one-time equity
grants and equity awards with time-based vesting,
which are common practices in the Chinese executive
compensation market. In determining executive com-
pensation decisions, the Compensation Committee
considers this increased competition, the practice of
granting one-time equity awards and granting equity
awards with time-based vesting, and the Company’s
need to retain and motivate the Company’s global and
entrepreneurial leadership team.

In determining executive compensation decisions, the
Compensation Committee also considered the fact that
the challenging market for international executive tal-
ent was aggravated by a reduced number of global tal-
ent residing in China compared to pre-pandemic years.
In particular, the Compensation Committee considered
the hardship on the management team due to the
inability to unite with their families for an extended
period as a result of the strict travel restrictions and, at
the same time, the requirements to continually evolve
the Company’s operating plans to sustain operations,
drive sales, and protect profits. Concerned with the risk
of losing talent due to the large personal toll and sacri-
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fice required of our management team for an extended
period of time, as well as the potential inability to attract
and retain future talent due to the ongoing COVID-19
pandemic restrictions, the Compensation Committee
took actions that it considered appropriate to reward
and recognize not only the strong Company perfor-
mance that was led by the management team but also
the significant retentive risks presented by the extended
COVID-19 pandemic and public health measures in
China.

Business Overview and Performance Highlights

As noted above, the COVID-19 pandemic had a signifi-
cant impact on the Company’s operations starting in the
first quarter of 2020 and continuing through 2022.
Although the U.S. markets generally returned to normal,
2022 was in many ways the most volatile year for the
Chinese restaurant sector during the past three years, dur-
ing which we managed to navigate sporadic COVID out-
breaks, entire city lockdowns and, in December 2022,
nationwide infections. Right from the start of the pan-
demic, our management team took immediate actions to
sustain operations, drive sales, and protect profits. As a
result, the Company managed to grow, earned positive
operating profit in every quarter of 2020 to 2022, and con-
tinued to invest in key strategic capabilities, which we
believe helps position us with strengthened competitive
edge to capture future growth opportunities. Key aspects
of what we did and how we did it are highlighted below.

* We quickly adapted our operations and offers to capture
increasing off-premise demand when dine-in traffic
was pressured. Enabled by dedicated riders, delivery
sales of KFC and Pizza Hut combined grew by 17%
year-over-year and accounted for approximately 39%
of Company sales of these two brands in 2022. Com-
bined with takeaway, off-premise services represented
approximately 65% of Company sales in 2022, com-
pared to approximately 40% in 2019. In addition, new
retail packaged foods sales grew 50% and reached
nearly RMB900 million in 2022.

* We continued to drive traffic and sales by delivering
good food with great value. Leveraging our innovation
capabilities and supported by our industry-leading sup-
ply chain management system to secure supply at scale,



we launched over 500 new or upgraded menu items in
2022, from regional offers to national launches. We
effectively focused our marketing campaigns on more
impactful value-for-money offerings. Our total system
sales decreased 5% year-over-year in 2022, compared
to a 6% decline in the total revenue of the China restau-
rant industry.

We further broadened our member base and engaged
with members to drive repeat purchases. Our loyalty
programs grew approximately 70% from over
240 million members at the end of 2019 to over
410 million members at the end of 2022. Member sales
accounted for approximately 60% of our system sales in
2022.

We proactively managed costs by taking actions to
improve operational efficiency. We leveraged digital
capabilities, such as sales forecasting and inventory
management, to continuously improve operational effi-
ciency. Our initiatives such as optimizing staff schedul-
ing and labor mix, as well as sharing restaurant
management teams across stores enabled us to drive
labor productivity. We also spent considerable efforts to
add variable components to more of our leases. We
emerged from the pandemic with a rebased cost struc-
ture that yielded a restaurant margin of 14.1% for the
full year 2022, compared with 13.7% in the prior year,
despite lower sales.

We invested heavily in building our digital capabilities
across the value chain. The most visible aspects are
consumer-facing — the apps and screens that empower
digital ordering and our membership programs. Digital
orders accounted for approximately 89% of KFC and
Pizza Hut’s Company sales in 2022, compared to 55% in
2019. Similarly, the digitalization of our operations, from
the supply chain to our kitchens, has been impactful.

We made significant investments in our supply chain
infrastructure to support future business growth. We
expanded from 29 to 33 logistics centers to enhance
self-sufficiency in each province in China. In 2022, we
began construction on our largest greenfield logistics
center, which will serve as the headquarters for our
logistics centers across China. Powered by our digital
capabilities, our real-time inventory visibility from
logistics centers to stores helped enable us to dispatch

EXECUTIVE COMPENSATION

raw materials with greater precision, allowing for more
efficient operations and reduced food waste.

We maintained our rapid store network expansion with
innovative store models and healthy payback periods.
Over the 2020-2022 period, we expanded our store
portfolio by approximately 40%, adding a total of
approximately 3,800 new stores and reaching 12,947
total stores at the end of 2022. In 2022, we opened 1,824
gross new stores, closed underperforming stores, and
achieved 1,159 net new stores in 2022 with healthy
payback periods. KFC and Pizza Hut stores maintained
an average payback period of two and three years,
respectively. We lowered up-front investment and
streamlined restaurant operations to improve efficiency.
With multiple innovative store formats, we increased
store density in higher tier cities and penetrated further
into lower tier cities.

We strengthened our portfolio of emerging brands. We
launched growth initiatives at Taco Bell and Lavazza,
while we closed the operations of COFFii & JOY and
East Dawning. In 2022, Taco Bell doubled its store
count to 91 stores and Lavazza reached 85 stores by
year end.

We continued to invest in sustainability and sustainable
growth. In 2021, we committed to reaching net-zero
value chain GHG emissions by 2050. In 2022, we set
near-term science-based targets to reduce absolute
Scope 1 and 2 GHG emissions by 63% by 2035 from a
2020 base year and reduce Scope 3 GHG emissions
from purchased goods by 66.3% per ton of goods pur-
chased by 2035 from a 2020 base year, which targets
have been approved by the Science Based Targets ini-
tiative (SBT1).

We successfully converted from secondary listing to
primary listing on the Hong Kong Stock Exchange. As
the first Delaware-incorporated company becoming
dual-primary listed on both the New York Stock
Exchange and Hong Kong Stock Exchange, our man-
agement team had to navigate many novel and complex
regulatory issues during the conversion application pro-
cess. We believe this strategic move will provide
enhanced access to investors and broaden our share-
holder base.
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EXECUTIVE COMPENSATION

* We generated US$1.9 billion in free cash flow and
returned over US$1 billion to shareholders through share
repurchases and dividends over the past three years.

In summary, not only did we adapt rapidly to the many
challenges of the pandemic to achieve outperforming total
revenue growth compared to the China restaurant industry
as noted above, but we also took the opportunity to
strengthen our competitive position for the future. We
expanded our store footprint, strengthened our supply
chain, deepened our digital capabilities, and rebased our
cost structure, laying the foundation for future growth
opportunities. We rewarded our shareholders with leading
TSRs compared to the constituents of the MSCI China
Index and MSCI China Consumer Discretionary Index, as
well as outperforming TSRs against the S&P 500 Con-
sumer Discretionary Index, over the three-year period
from 2020 to 2022, and in 2022, respectively, as noted
above. All of these accomplishments were achieved in the
context of an incredibly challenging and volatile operat-
ing environment.

Recent Compensation Highlights

In 2022, after extensive deliberations, the Compensation
Committee implemented a few changes to our executive
compensation program, as set forth below. In approving
these changes, the Compensation Committee considered
our strategic priorities, stockholder feedback, market
practices in both the U.S. and China, input from the Com-
pensation Committee’s compensation consultant, and the
operating environment in China, as described further
above.

* Annual LTI Grants—For 2022 annual long-term
incentive awards, the Compensation Committee deter-
mined to grant annual equity awards in the form of 50%
SARs, 30% performance share units (“PSUs’’) and 20%
restricted stock units (“RSUs”). The Compensation
Committee introduced an RSU component into the
annual long-term incentive (“LTT”) program for 2022 in
order to further align with market practices and to support
retention during the vesting period, in light of the contin-
ued uncertainty caused by the evolving COVID-19 pan-
demic. The Compensation Committee also considered
the fact that a significant majority of its compensation
peers include RSU awards as part of their annual LTI
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grants, and the difficulty in setting three-year perfor-
mance goals given the operating market at the time. As
the value of the RSUs fluctuates based on the Company’s
stock price, the entire LTI program remains at-risk. In
order to set meaningful goals for the entire three-year
performance period, the Compensation Committee
determined to use relative TSR (“PTSR’’) performance
against the constituents of the MSCI China Index as the
only metric for 2022 annual PSU awards (the “2022
Annual PSU Awards”), compared to the weighted per-
formance goals relating to rTSR, growth in adjusted total
revenue and growth in adjusted diluted earnings per
common share that were used under the 2021 annual
PSU awards. For 2023, the Compensation Committee
determined to increase the percentage of annual equity
awards granted in the form of PSUs to 50% in order to
increase the portion of the annual long-term incentive
awards that are tied to pre-established performance goals,
with the remaining 50% to be granted in the form of the
RSUs, in order to further align with market practices and
to support retention during the vesting period while
maintaining the at-risk nature of the long-term incentive
program. The 2023 PSU awards will also include an
ESG metric, in order to further align the incentives under
our long-term incentive awards with the increased
importance of ESG-related goals to the Company’s long-
term strategy.

2022 Lavazza ESOP Grants—Despite the enormous
challenges to drive sales and protect profits in the short-
term, the Company is also committed to building core
capabilities to achieve long-term sustainable growth. To
support the Company’s long-term growth, the Compen-
sation Committee has sought to design a compensation
program aligned with our long-term strategy, including
accelerating store network development, expanding to
new categories, growing emerging brands and reinforc-
ing strategic capabilities. This desire to incentivize per-
formance to achieve the Company’s growth initiatives
resulted in the granting of equity awards with respect to
the joint venture (the “Lavazza Joint Venture”) of the
Company and Lavazza Luigi S.p.A. (“Lavazza Group”),
which was established to explore and develop the Lav-
azza coffee concept in China. As previously disclosed, in
order to support a founder’s mentality and to incentivize
the efforts of employees of the Company, Lavazza
Group and the Lavazza Joint Venture to execute on the



Lavazza Joint Venture’s business plan, including the tar-
get to open 1,000 Lavazza stores in China in the next few
years, the Lavazza Joint Venture established equity plans
(the “JV Equity Plans”) allowing for the grant of equity
awards with respect to the Lavazza Joint Venture to key
employees of the Lavazza Joint Venture, Lavazza Group
and the Company. In February 2022, the Lavazza Joint
Venture and the Compensation Committee approved
equity awards under the applicable JV Equity Plan to
certain employees of the Company, including the NEOs,
in the form of PSUs. Under the JV Equity Plans, up to
15% of the equity in the Lavazza Joint Venture may be
granted as equity awards, with employees and other eli-
gible participants of the Lavazza Joint Venture eligible to
receive up to 80% of the JV Equity Plan shares, or 12%
of the equity in the Lavazza Joint Venture. The remain-
ing JV Equity Plan shares will be allocated to the
employees of the Company and Lavazza Group in
accordance with their respective equity interest in the
Lavazza Joint Venture, or up to 2% and 1%, respectively,
of the equity in the Lavazza Joint Venture. The PSU
awards (the “2022 Lavazza ESOP Grants”) granted to
the NEOs are subject to both performance-based vesting
conditions and the occurrence of a liquidity event. The
liquidity event vesting condition, which includes the
occurrence of an initial public offering of the Lavazza
Joint Venture, must occur within seven years of the grant
date for the awards to vest. As discussed above, the JV
Equity Plans and related grants to key contributors were
adopted in order to help execute the Company’s strategy
for the Lavazza Joint Venture by aligning their interests
to the success of the Lavazza Joint Venture.

* Annual Incentive Program—To support key objec-
tives linked to the Company’s long-term strategy, the
Compensation Committee replaced system gross new
builds with system net new builds and replaced member
sales with member activity as performance goals to be
used to determine payouts under the 2022 annual
incentive program. As a result of this change, for 2022,
annual incentive program payouts were originally to be
determined based solely on adjusted operating profit
growth, same store sales growth, delivery sales growth,
system net new builds, and member activity.

The Company’s annual incentive program targets,
which were set in early 2022, reflected the Company’s

EXECUTIVE COMPENSATION

business goals and priorities in light of the then prevail-
ing operating environment. While the Compensation
Committee’s practice has generally been to establish
and communicate goals at the beginning of each year,
the Compensation Committee also retains flexibility
to modify the Company’s executive compensation
program when circumstances warrant, in order to con-
tinue to incentivize actions to drive operational perfor-
mance and retain key talent. In the first half of 2022, the
highly transmissible Omicron variant caused significant
volatility in our business operations. For example, dur-
ing April and May 2022, over 2,500 of our stores in
China, on average, were either temporarily closed or
offered only takeaway and delivery services. In July
2022, in light of the volatile operating environment and
the significant impact of the Omicron-variant outbreaks
on the Company’s operating and financial performance
in the first half of 2022, the Compensation Committee
considered potential real-time actions to help manage
the immediate challenges, retain talent and motivate
performance. The Compensation Committee approved
(i) the maintaining of the original key performance
indicators (“KPIs”) to hold participants accountable for
such goals, but with a reduction in the weighting of such
KPIs from 100% to 30%, (ii) the introduction of two
supplemental KPIs, accounting for 30% of the team
factor weighting, to motivate strategic actions to align
with the Company’s key priorities at the time of pro-
tecting operating margin and profitability, and (iii) the
introduction of two relative measures requiring above-
market performance in the form of relative revenue
growth (comparing the Company’s 2022 year-over-
year growth rate in total revenues against that of the
China restaurant industry) and rTSR (comparing the
Company’s TSR in 2022 against the TSR of the con-
stituents of the MSCI China Index), with the relative
measures accounting for the remaining 40% of the team
factor weighting. This modified program continued to
maintain the same performance-based structure, but
with updates to reflect the evolving operating chal-
lenges created by the pandemic and changes in business
focuses to address these challenges and the inclusion of
relative measures to assess the Company’s success in
navigating the operational environment as compared to
the market. The Compensation Committee determined
that this combination of performance metrics was
aligned with the Company’s strategic actions to help
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EXECUTIVE COMPENSATION

protect the Company’s operating margin and profit-
ability during this challenging time and appropriate to
motivate management to focus on the successful exe-
cution of the Company’s operational plan. When
approving the final team factor for Company
performance, the Compensation Committee applied
discretion to reduce the result of Company performance
from 135% to 120% of target. For details, see “Ele-
ments of the Executive Compensation Program—
Annual Performance-Based Cash Bonuses—Team
Performance Factors.”

* Modification of 2020 Annual PSUs—Beginning with
the 2020 annual equity grants, the group of recipients of
PSUs had been expanded to include all of the Company’s
leadership team, including the NEOs. In addition, unlike
the 2019 PSUs where only a relative measure was used,
the performance metrics and goals for the annual PSUs
granted in 2020 (the “2020 Annual PSUs”) adopted two
absolute growth targets, including adjusted total revenue
growth (weighted 60%) and adjusted diluted earnings
per share (“EPS”) growth (weighted 40%). A relative
measure, the Company’s rTSR compared to the
MSCI China Index, was included only as a modifier to
increase or decrease the number of units to be earned by
up to 20%. The absolute growth targets were established
in early 2020 at a time when the Company could not have
anticipated or known the duration or impact of the
COVID-19 pandemic on the market in which the Com-
pany operates. In 2021 and 2022, the Compensation
Committee closely monitored the impact of the pan-
demic on the Company and potential payouts, and con-
sidered different alternatives to fairly assess and reward
management for their performance during the three-year
performance period of the 2020 Annual PSUs.

Due to the ongoing impact of COVID-19, the Company
was operating in a volatile and unpredictable market
during the duration of the performance period. Com-
pared to 2019, the 2022 total revenue for the China res-
taurant industry declined by 6%, with a negative CAGR
of 2% from 2019 to 2022. As a result, the original abso-
lute growth goals set for the 2020 Annual PSUs became
less effective in incentivizing management and recog-
nizing actions that would enable the Company to navi-
gate the pandemic and emerge stronger. Facing the
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unprecedented challenges, our revenue growth rate
(excluding foreign currency translation) outperformed
that of the China restaurant industry, with an increase by
6% comparing 2022 to 2019, and a CAGR of 2% from
2019 to 2022. In addition, comparing to the constituents
of the MSCI China Index, the Company’s TSR ranked
at the 68.91 percentile over the three-year period from
2020 to 2022.

In light of the Company’s strong performance against
its peers despite the COVID-19 pandemic and consid-
ering that keeping the original design of the 2020
Annual PSUs potentially would have resulted in zero
payout, which the Compensation Committee believed
would not appropriately reflect management’s perfor-
mance or be aligned with the Company’s compensation
philosophy, the Compensation Committee determined
to adjust the weighting of the performance metrics of
the 2020 Annual PSUs in December 2022. As adjusted,
the performance goals applicable to the 2020 Annual
PSUs are rTSR (weighted 60%), adjusted total revenue
growth (weighted 24%) and adjusted diluted EPS
growth (weighted 16%), with adjusted total revenue
growth and adjusted diluted EPS growth having the
same relative weightings to each other as prior to
adjustment. The Compensation Committee placed
more emphasis on the rTSR measure in recognition of
the difficulty of measuring performance against abso-
lute growth goals set before the onset of the COVID -19
pandemic, in light of the volatile operating environ-
ment, and its assessment that TSR would better mea-
sure the Company’s success in execution of its evolving
and COVID-19 responsive operational plan during the
three-year performance period. Accordingly, these
weightings were adjusted to better measure our perfor-
mance relative to the operating market in which we
operate, while keeping all original performance goals
applicable to the 2020 Annual PSUs. Except for the
changes in weighting of the performance goals, the
terms and conditions applicable to the 2020 Annual
PSUs remained unchanged. The Compensation Com-
mittee determined that this modification to the 2020
Annual PSUs was aligned with the Company’s com-
pensation philosophy of retaining talent and rewarding
performance, particularly in light of the operational
achievements of the Company since the 2020 Annual
PSUs were granted. Based on the reallocated weighting



of the performance metrics, the 2020 Annual PSUs
vested at 87.82%. For details, see “Context for Deter-
mining Executive Compensation Decisions” and “Ele-

ments of the Executive Compensation Program—I ong
Term Equity Incentives—2020 Annual PSUs.”

e Incorporated ESG Metrics since 2021 Annual Incen-
tive Program—Management and the Board have
engaged in extensive discussions regarding how to
further incentivize and assess performance with respect
to specific ESG, Sustainability and Human Capital
Management initiatives. Beginning with the 2021
annual incentive program, ESG measures have been
incorporated into the KPIs that are used to determine the
individual performance factor for each leadership team
member. As such, the NEOs’ performance on
ESG-related areas could significantly impact payouts
under the Company’s 2022 annual incentive program.
ESG performance goals are tailored for each member of
the leadership team based on their roles and responsi-
bilities and the Compensation Committee will assess
their performance in these areas. ESG, Sustainability
and Human Capital Management goals for 2022
included goals relating to the publication of the Compa-
ny’s sustainability report, goals relating to climate, the
Company’s supply chain and environmental impact,
initiatives relating to customer awareness of environ-
mental goals, plastic reduction initiatives, goals relating
to the KFC food banks, employee satisfaction and gen-
der equality. As noted above, in 2023, ESG and sus-
tainability goals of the Company have been adopted as
one of the performance goals applicable to the 2023
annual PSUs.

Alignment of Executive Compensation Program
with Business Performance

Our pay-for-performance incentive compensation pro-
grams are designed to align the long-term interests of our
executives with those of our stockholders and to attract
and retain top talent in a competitive market. The Compa-
ny’s executive compensation program is structured to
support the long-term sustainable growth of the Company
and create value for stockholders by aligning our execu-
tives with business performance goals and motivating
entrepreneurial and innovative thinking. As such, the
Compensation Committee reviews and endorses

EXECUTIVE COMPENSATION

performance goals that are deemed central to the Compa-
ny’s business performance, long-term strategy and stock-
holder value creation. Specifically, the Compensation
Committee selected performance goals under the Com-
pany’s 2022 incentive programs that are based on metrics
such as operating profit, same store sales, delivery sales,
system net new builds, member activity, TSR, and other
KPIs described in greater detail below. These perfor-
mance goals comprise an overall executive compensation
program that the Compensation Committee believes
appropriately reflects the Company’s emphasis on
increasing profitability and revenue, supporting an entre-
preneurial mindset, and creating stockholder value, while
at the same time supporting key ESG initiatives.

While the Compensation Committee’s practice has gen-
erally been to establish and communicate goals at the
beginning of each year, the Compensation Committee
also retains flexibility to modify the Company’s executive
compensation program when circumstances warrant, in
order to continue to incentivize actions to drive opera-
tional performance and long-term strategies. In 2022, in
light of the changes in operating environment in China
and the significant prolonged impact of COVID-19 on the
Company’s operating and financial performance during
the year and over the three-year period since 2020, the
Compensation Committee adjusted the 2022 annual
incentive program and modified the 2020 Annual PSUs.
For details, see “Recent Compensation Highlights—
Annual Incentive Program,” ‘“Recent Compensation
Highlights—Modification of 2020 Annual PSUs,” “Ele-
ments of the Executive Compensation Program—Annual
Performance-Based Cash Bonuses—Team Performance
Factors” and “Elements of the Executive Compensation
Program—Long Term Equity Incentives—2020 Annual
PSUs.” The Compensation Committee believes that
maintaining this flexibility allows the Company to appro-
priately reward performance in areas deemed critical to
the Company’s long-term strategy.

The following chart provides an overview of the 2022 tar-
get total direct compensation program applicable to our
CEO, consisting of base salary, annual performance-
based cash incentives (i.e., short-term incentives, or
“STTr’), and LTI. As demonstrated by the following chart,
2022 compensation for our CEO was heavily weighted
toward variable pay elements, and such elements repre-
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EXECUTIVE COMPENSATION

sented approximately 87% of the 2022 annual target compensation for Ms. Wat (consisting of the target payout opportu-
nity under the annual performance-based cash bonus plan, target annual PSUs, RSUs and SARs). For purposes of this
calculation, we have excluded the target grant date fair value of the 2022 Lavazza ESOP Grants and the incremental fair
value associated with the modification of the 2020 Annual PSUSs, as these do not represent a component of the Compa-
ny’s typical annual executive compensation program.

2022 CEQO Target Compensation Mix

2022 CEO
Target
Compensation

Mix

Total Variables - 87%

Pay Components
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The Company’s executive compensation program has  these key elements are aligned with the Company’s com-
three primary pay components: (i) base salary; (ii) annual ~ pensation philosophy and objectives, as illustrated in the
performance-based cash bonuses (i.e., short-term incen-  following table.

tives); and (iii) long-term equity awards. We believe that

Annual
Performance- Long-Term
Base Based Cash Equity

Objective Salary Bonuses Incentives
Attract and retain the right talent to achieve superior stockholder
results — Competitive total reward program structure that enables pay
to vary based on role, responsibility, experience, market value and future
potential of talent in order to drive superior results year-over-year . .. .. .. X X X

Reward performance — Motivate both short-term and long-term

performance through annual and long-term equity programs. A majority

of NEO annual target compensation is performance-based or variable

and, therefore, at-risk . ... . . e X X

Emphasize long-term value creation — The Company’s belief is

simple: if it creates long-term value for stockholders, then it shares a

portion of that value with those responsible for the results. Equity awards

focus on the long-term performance of the Company and directly align

the interests of the recipients with those of the Company’s

stockholders . ... o e X

Drive ownership mentality — We require executives to invest in the
Company’s success by owning a substantial amount of Company
SIOCK .o X
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Executive Compensation Practices

The Compensation Committee reviews on an ongoing
basis the Company’s executive compensation program to
evaluate whether it supports the Company’s executive

EXECUTIVE COMPENSATION

with stockholder interests. Our executive compensation
practices include the following, each of which the Com-
pensation Committee believes reinforces our executive

compensation philosophies and objectives and is aligned ~ compensation philosophy and objectives:

Our Executive Compensation Practices

We deliver a significant percentage of annual target compensation in the form of variable compensation tied to
performance, with 87% of Ms. Wat’s 2022 annual target compensation in the form of variable pay elements

\

We deliver a significant portion of total compensation in the form of equity
Maximum payout opportunity for STI and PSUs

We have multi-year vesting periods for equity awards

NENENEN

We perform market comparisons of executive compensation against a relevant peer group, recognizing the dif-
ferent geographic regions where executives are sourced and recruited

\

The vesting of the rTSR portion of the PSU awards will be capped at target if our TSR performance is negative
over the performance period

\

The payout for the rTSR measure for annual performance-based cash bonus program is capped at target if our
TSR performance is negative

AN

We use an independent compensation consultant reporting directly to the Compensation Committee

\

We have double-trigger vesting for equity awards in the event of a change in control under our long-term incen-
tive plans
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We maintain stock ownership guidelines, which includes a retention requirement until the guideline is achieved

We maintain a compensation recovery policy
We maintain an equity-based awards grant policy specifying pre-determined dates for annual equity grants
We hold an annual “say on pay” vote

We maintain an annual stockholder engagement process

NSNS SN SSKS

Our Compensation Committee regularly meets in executive session without any members of management
present

We do not pay dividends or dividend equivalents on PSUs unless and until they vest

We do not allow repricing of underwater SARs under our long-term incentive plan without stockholder approval
We do not allow hedging, short sales or pledging of our securities

We do not allow backdating of SARs

We do not provide for tax gross-ups relating to a change in control

)KX XX

Stockholder Engagement

In its compensation review process, the Compensation
Committee focuses on structuring the executive compen-
sation program to serve the interests of our stockholders.
In that respect, as part of its ongoing review of our execu-

tive compensation program, the Compensation Commit-
tee considered the approval by approximately 89% of the
votes cast for the Company’s “say on pay” vote at our
2022 annual meeting of stockholders. Although the Com-
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EXECUTIVE COMPENSATION

pensation Committee was pleased with this favorable out-
come and interpreted this level of support as an endorse-
ment by our stockholders of our executive compensation
program and policies, the Compensation Committee con-
tinuously evaluates program design and considers adjust-
ments to the Company’s compensation program based on
stockholder feedback, market practices, operating envi-
ronment and other considerations in order to deliver a
program designed to be aligned with our business strat-
egy, the creation of long-term value and our stockholders’
interests.

During 2022, the Company reached out to its 75 largest
stockholders and select stockholders who previously
indicated interest for having engagement calls (which
represented over 66% of the Company’s outstanding
shares) to solicit feedback on a variety of corporate
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governance matters (including with respect to the adop-
tion of the Company’s 2022 Long Term Incentive Plan
(the “2022 LTIP?”)), and the Company held discussions
with all stockholders who accepted an invitation. The
topics of the discussions covered the 2022 LTIP and
executive compensation matters more generally. Man-
agement shared the stockholder feedback with the Com-
pensation Committee for its consideration.

Based on feedback received during the Company’s stock-
holder engagement efforts over the past several years, the
Compensation Committee has approved changes to its
compensation program, including the incorporation of
ESG measures and targets into the KPIs, and the disclo-
sure of the threshold and maximum achievement levels
for the KPIs discussed in the CD&A.



EXECUTIVE COMPENSATION

Elements of the Executive Compensation Program

The Company’s 2022 executive compensation program
consists of three primary pay components: (i) base salary;
(it) annual performance-based cash bonuses (i.e., short-
term incentives); and (iii) long-term equity awards. The
following charts demonstrate that 2022 annual target
compensation for Ms. Wat, our CEO, and the NEOs was
heavily weighted toward variable pay elements. Such ele-
ments represented approximately 87% of the 2022 annual
target compensation for Ms. Wat and, on average, 72% of

2022 CEOQO Target Compensation Mix

the 2022 annual target compensation for our other NEOs
(consisting of the target payout opportunity under the
performance-based cash bonus plan and target annual
equity grants). For purposes of this calculation, we have
excluded the target grant date fair value of the 2022 Lav-
azza ESOP Grants and the incremental fair value associ-
ated with the modification of the 2020 Annual PSUs, as
these do not represent a component of the Company’s
typical annual executive compensation program.

2022 Other NEOs Average
Target Compensation Mix

RSUs

'\—

87%

Total Variables

13% Base Salary 28%

27% STI 25%

30% SARs 24%

72%

Total Variables

PSUs

CEO

Other NEOs
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EXECUTIVE COMPENSATION

Base Salary

The Company provides a fixed level of cash compensa-
tion to attract and retain high-caliber talent. Base salary in
the form of cash compensates executives for their primary
roles and responsibilities. An executive’s actual salary is
dependent on factors such as the executive’s role (includ-
ing the market value of the role), level of responsibility,
experience, individual performance and future potential.
The Compensation Committee annually reviews salary
levels of the Company’s executive officers to maintain

market competitiveness and reflect their evolving respon-
sibilities.

Annual Performance-Based Cash Bonuses

The principal purpose of our cash-based annual incentive
program is to motivate and reward short-term team and
individual performance. The following is the formula
used to calculate 2022 annual performance-based cash
bonuses:

Base Salary)

Target Bonus Team
Base Salary Percentage Performance
(As a % of Factor

(0%-200%)

Individual Final
Performance Individual
Factor Performance

(0%-150%)

Bonus Payout

Team Performance Factors

The Compensation Committee reviewed the performance
measures used in the annual incentive plan to assess the
program’s alignment of the incentive payouts with key
performance measures of the Company’s overall business
and operating segments. The Compensation Committee
established the initial team performance measures, targets
and weights for the 2022 bonus program at the beginning
of the year after receiving input and recommendations
from management and the Compensation Committee’s
compensation consultant. The team performance objec-
tives and targets in 2022 were developed through the
Company’s annual financial planning process, which
took into account growth strategies, historical perfor-
mance, and the existing and expected future operating
environment of the Company.

The Company’s annual incentive program targets, which
were set in early 2022, reflected the Company’s business
goals and priorities in light of the then prevailing operat-
ing environment. While the Compensation Committee’s
practice has generally been to establish and communicate
goals at the beginning of each year, the Compensation
Committee also retains flexibility to modify the Compa-
ny’s executive compensation program when circum-
stances warrant, in order to continue to incentivize actions
to drive operational performance and retain key talent. In
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the first half of 2022, the highly transmissible Omicron
variant caused significant volatility in our business opera-
tions. For example, during April and May 2022, over
2,500 of our stores in China, on average, were either tem-
porarily closed or offered only takeaway and delivery ser-
vices.

In light of the volatile operating environment and the sig-
nificant impact of the Omicron-variant outbreaks on the
Company’s operating and financial performance in the
first half of 2022, the Compensation Committee consid-
ered potential real-time actions to help manage the imme-
diate challenges, retain talent and motivate performance.
The Compensation Committee revisited the structure of
the 2022 annual incentive program in order to continue to
incentivize performance and focus on key business prior-
ities at the time. Based on this review, in July 2022, the
Compensation Committee approved (i) the maintaining
of the original KPIs to hold participants accountable for
such goals, but with a reduction in the weighting of such
KPIs from 100% to 30%, (ii) the introduction of two sup-
plemental KPIs, accounting for 30% of the team factor
weighting to motivate strategic actions to align with the
Company’s key priorities to protect operating margin and
profitability, and (iii) the introduction of two relative
measures requiring above-industry performance in the
form of relative revenue growth (comparing the Compa-
ny’s 2022 year-over-year growth rate in total revenues



against that of the China restaurant industry) and rTSR
(comparing the Company’s TSR in 2022 against the TSR
of the constituents of the MSCI China Index), with the
relative measures accounting for the remaining 40% of
the team factor weighting. This modified program contin-
ued to maintain the same performance-based structure,
but with updates to reflect the evolving operating chal-
lenges created by the pandemic and changes in business
focuses to address these challenges and the inclusion of
relative measures to assess the Company’s success in
navigating the pandemic against peers in the same operat-
ing market. The Compensation Committee assigned a
40% weight to the two new relative measures in recogni-
tion of the difficulty of forecasting absolute performance
in light of the volatile operating environment. The Com-
pensation Committee set rigorous targets for the new

EXECUTIVE COMPENSATION

relative measures, which required above-industry perfor-
mance and results: target performance for the rTSR mea-
sure required the Company to be at the 55t percentile and
target performance for the relative revenue growth metric
required the Company’s total revenues, excluding foreign
currency translation, to be at least 2% higher than that of
the China restaurant industry. The payout for the rTSR
measure would have been capped at target if the Compa-
ny’s TSR performance was negative. The Compensation
Committee determined that this combination of perfor-
mance metrics was aligned with the Company’s strategic
actions to help protect the Company’s operating margin
and profitability during this challenging time and appro-
priate to motivate management to focus on the successful
execution of the Company’s operational plan.

2022 Adjusted Team Performance Factors and Weighting

Kept original
targets

|

Added new KPIs to
protect operating margin
profitabilit

Added relative growth
measures

Delivery Sales Growth
System Net New Builds
Member Activity

Weighted: 30% Weighted: 30%

* Adjusted Operating Profit Commodity Cost Growth Relative shareholder return
Growth Labor Cost Growth against the constituents of the
Same Store Sales Growth MSCI China Index

Relative revenue growth
against China restaurant
industry

Weighted: 40%

The Company’s performance metrics were established as
growth goals with 2021 as the baseline measure. This
methodology required performance better than 2021 in
order to receive a target payout. A leverage formula for
each team performance measure magnifies the potential
impact that performance above or below the performance

target will have on the calculation of the annual bonus.
This leverage increases the payouts when targets are
exceeded, and reduces payouts when performance is
below target, with a threshold level of performance
required in order for any bonus associated with such met-
ric to be paid and a cap on bonus payments.
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The team performance threshold, target and maximum  performance for each measure following the adjustments
achievement levels, actual results, weights and overall described above are outlined below.

COMPANY
Earned as a Final Team
Team Performance Measures Threshold Target Maximum Actual % of Target Weighting* Performance
Adjusted Operating Profit
Growth™ . ... .. ... . ... ....... 0% 9.8% 25% -14% 0% 12% 0%
Same Store Sales Growth ........ 0% 2% 4% 7% 0% 4.5% 0%
Delivery Sales Growth ........... 9% 15% 21% 17% 135% 4.5% 6%
System Net New Builds .......... 1,080 1,230 1,380 1,159 76% 6% 4%
Member Activity@ ............... — - — — 0% 3% 0%
Commodity Cost Growth® . ...... 4% 2% 0% 2.1% 98% 15% 15%
Labor Cost Growth® . ........... 5% 0% -5% -7% 200% 15% 30%
Relative Revenue Growth® . ... ... 1% 2% 4% 7% 200% 20% 40%
R-TSR® . ....................... 40th 55th 85t 93.65t 200% 20% 40%
FINAL COMPANY TEAM
FACTOR ..................... 135%
KFC®™
Earned as a Final Team
Team Performance Measures Threshold Target Maximum Actual % of Target Weighting* Performance
Adjusted Operating Profit Growth
(KFC) . ... . 1% 12% 28% -1% 0% 12% 0%
‘GE) Same Store Sales Growth (KFC) .. 0% 2% 4% 7% 0% 4.5% 0%
g Delivery Sales Growth (KFC) . ... .. 9% 15% 21% 18% 143% 4.5% 6%
i System Net New Builds (KFC) .... 700 800 900 926 200% 6% 12%
7 Member Activity (KFC)@ ......... 0% 6.4% 129% -0.2% 0% 3% 0%
g Commodity Cost Growth
o (YUMC)® ..................... 4% 2% 0% 2.1% 98% 15% 15%
Labor Cost Growth (YUMC)@ . . ... 5% 0% -5% 7% 200% 15% 30%
Relative Revenue Growth
(YUMC)® . ... ... ...t 1% 2% 4% 7% 200% 20% 40%
R-TSR (YUMC)® .. .............. 4Qth 55th 85th  93.65th 200% 20% 40%
FINAL KFC TEAM FACTOR ....... 143%

* The original weighting established at the beginning of 2022 and prior to the July 2022 adjustments by the Com-
pensation Committee was Adjusted Operating Profit Growth — 40%, Same Store Sales Growth — 15%, Delivery
Sales Growth — 15%, System Net New Builds —20%, and Member Activity — 10%, based on which the team fac-
tor results of the Company and KFC would have been 36% and 62%, respectively.

(1) Adjusted Operating Profit Growth as a team performance factor is the adjusted operating profit growth, excluding
the effects of foreign currency translations (either positive or negative) because we believe that changes in the foreign
exchange rate can cause operating profit growth to appear more or less favorable than business results indicate.

(2)  Member Activity as a Company team performance factor is defined as the weighted average results of KFC and
Pizza Hut active member spending indices. The active member spending index of each of KFC and Pizza Hut
measures the year-over-year growth rate of member sales, excluding foreign currency translation.

(3) Commodity Cost Growth measures the year-over-year change in purchase costs of the key commaodities pur-
chased by the Company, excluding foreign currency translation, with a lower or negative growth rate resulting in
higher achievement against target.

(4)  Labor Cost Growth measures the year-over-year change in labor costs, excluding foreign currency translation, for
crews and restaurant management teams of the Company at the store level, with the impact from temporary store
closures normalized in the calculation by excluding such periods. A lower or negative growth rate will result in
higher achievement against target.
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(5) Relative Revenue Growth represents the excess of the Company’s 2022 year-over-year growth rate in total reve-
nues, excluding foreign currency translation, over that of the China restaurant industry.

(6)  The rTSR is measured as the Company’s achievement of total shareholder return compared against the constitu-
ents of the MSCI China Index. TSR percentile rank was calculated based on the 20 trading day average closing
prices up to and including January 1, 2022 and the 20 day average closing prices up to and including
December 31, 2022 and assumes reinvestment of dividends. The payout for the rTSR measure would be capped at

target if the Company’s TSR performance is negative.

(7)  The KFC Team Factor was determined based on a combination of Company (YUMC) and KFC goals as noted in
the table above. The Compensation Committee believed that this combination of goals incentivized specific KFC
goals but also aligned KFC participants with the broader efforts of the Company as a whole.

As noted above, a Company team factor of 135% and a
KFC team factor of 143% were achieved based on the
performance metrics and weighting. The Compensation
Committee applied discretion to reduce the results and
approved a final team factor of 120% for Company per-
formance and 125% for KFC performance.

Individual Performance Factors

In February 2022, the Compensation Committee
approved the performance goals that would be used to
determine the Individual Performance Factor for the CEO
and provided input on the performance goals recom-
mended by the CEO for the other NEOs, which would
subsequently be used by the CEO to recommend to the
Compensation Commiittee as the Individual Performance
Factor for each NEO. As part of the Company’s annual
performance evaluation process, the CEO, after having
received input from the Compensation Committee and
after consultation with each NEO, establishes that NEO’s
performance objectives for the coming year, which are
ultimately approved by the Compensation Committee.
These performance objectives are not intended to be rigid
or formulaic, but rather to serve as the framework upon
which the CEO evaluates the NEO’s overall performance.

These annual performance goals generally fell within the
performance categories of mitigating the impact of the
COVID-19 pandemic, increasing stockholder returns,
accelerating the growth of our brands, driving new busi-
ness initiatives, effectively managing costs, and achieving
ESG and other strategic objectives. Under each perfor-
mance goal category, each NEO has a number of under-

lying pre-established goals against which the NEO’s per-
formance is assessed to determine whether the NEO
has achieved the overall performance goal. The evaluation
of an executive’s performance relative to these goals is
inherently subjective, involving a high degree of judg-
ment based on the CEO’s observations of, and interac-
tions with, the executive throughout the year. As an
additional input to the evaluation of an executive’s per-
formance, the CEO assesses the overall performance of
the Company in light of the dynamics of the China mar-
ket. As a result, no single performance goal or group of
goals is determinative for the CEO’s evaluation of the
executive’s performance.

The above evaluation provides the basis for the CEO’s
recommendation to the Compensation Committee for the
executive’s Individual Performance Factor. The Com-
pensation Committee then meets with the CEO and dis-
cusses the CEO’s recommendations, and meets separately
in executive session and makes a determination of the
Individual Performance Factor for the NEOs, excluding
the CEO.

The Compensation Committee applies similar factors in
determining the Individual Performance Factor for the
CEO. The Compensation Committee meets in executive
session to discuss the CEO’s individual performance and
then consults with the Chairman of the Board for their
collective determination of the CEO’s Individual Perfor-
mance Factor. The evaluation of the CEO’s overall per-
formance relative to these factors is also inherently
subjective, involving a high degree of judgment. The
Compensation Committee and the other independent
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EXECUTIVE COMPENSATION

directors assess the overall performance of the Company
in light of the dynamics of the China market in which the
Company operates. As a result, no single performance
goal or group of goals is determinative for the evaluation
of the CEO’s performance.

The use of Individual Performance Factors provides the
Company with a degree of flexibility to recognize perfor-
mance and reward contributions to strategic business ini-
tiatives and the building of organizational capabilities
supportive of the creation of long-term value.

Based on the foregoing, the Compensation Committee
assigned 2022 Individual Performance Factors for the
NEOs ranging from 80% to 140%, as described below
under “2022 NEO Compensation and Performance
Summary.”

Long-Term Equity Incentives

The Company provides long-term equity compensation to
its executives to encourage decision-making that creates
long-term sustainable stockholder value. In determining
the size of the annual equity awards, the Compensation
Committee considers the following:

e Prior year individual and team performance;

* Expected contributions in future years;

* The market value of the executive’s role compared with
similar roles in the Company’s peer group or based on

compensation survey data; and

* Achievement of the Company’s stock ownership
guidelines.

For 2022, the Compensation Committee granted annual
equity awards in the form of SARs, PSUs and RSUs,
weighted 50%, 30% and 20%, respectively. Eighty per-
cent of the 2022 annual equity grant is considered by the
Compensation Committee to be performance-based as the
PSUs will vest based only on the Company’s achieve-
ment of performance goals relating to TSR, and the
SARs will realize value only to the extent the Company’s
stock price increases from the date of grant. The SARs
and RSUs vest annually in equal installments of 25%,
beginning on the first anniversary of the grant date and
generally subject to continued employment through the
applicable vesting date. The exercise price of each SAR
grant is based on the closing market price of the underly-
ing Company stock on the date of grant.

The 2022 Annual PSU Awards are designed to incentiv-
ize each NEO’s performance over the performance period
from January 1, 2022 to December 31, 2024 and to further
align their interests with the interests of our stockholders
through the use of an rTSR performance goal. The rTSR
performance goal for the three-year performance period is
measured as achievement compared against the constitu-
ents of the MSCI China Index. This index was selected as
the companies included are generally impacted by the
same market conditions as the Company. TSR is based on
the average closing price over the 20 trading days up to
and including the start and end of the performance period.
Vesting of the PSUs will be capped at target if the Com-
pany’s TSR performance is negative over the perfor-
mance period regardless of how well the Company
performs as compared to the index. The following table
sets forth the TSR vesting schedule for the 2022 Annual
PSU Awards.

Threshold Target Maximum
TSR Percentile Rank Achieved . ......... ... i, <25% 25% 55% 85%
Proportion of Target Award Vesting .. ............................. 0% 40% 100% 200%

2020 Annual PSUs

Beginning with the 2020 annual equity grants, the group
of recipients of PSUs had been expanded to include all of
the Company’s leadership team, including the NEOs.
Under the 2020 Annual PSU program, PSUs would be
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settled in shares of our common stock based on continued
service and the achievement of the underlying perfor-
mance goals during the three-year performance period.
Unlike the 2019 PSUs where only a relative measure was



used, the performance metrics and goals for the 2020
Annual PSUs adopted two absolute growth targets,
including adjusted total revenue growth (weighted 60%)
and adjusted diluted EPS growth (weighted 40%). A rela-
tive measure, the Company’s rTSR compared to the
MSCI China Index, was included only as a modifier to
increase or decrease the number of units to be earned by
up to 20%. Based on performance, vesting could range
from 0% to 240% of the target number of shares subject to
the 2020 Annual PSUs. In 2021 and 2022, the Compen-
sation Committee closely monitored the impact of the
pandemic on the Company’s performance and considered
different alternatives to fairly assess and reward manage-
ment for their performance during the three-year perfor-
mance period of the 2020 Annual PSUs. 2022 represented
the final year of the 2020-2022 performance period for the
2020 Annual PSUs.

The absolute targets for the 2020 Annual PSUs were
established in early 2020 at a time when the Company
could not have anticipated or known the duration or
impact of the COVID-19 pandemic on the market in
which the Company operates. Due to the ongoing impact
of COVID-19, the Company was operating in a volatile
and unpredictable market during the duration of the per-
formance period. Compared to 2019, the 2022 total reve-
nue for the China restaurant industry declined by 6%, with
a negative CAGR of 2% from 2019 to 2022. As a result,
the original absolute growth goals set for the 2020 Annual
PSUs became less effective in incentivizing management

Metrics

Weightin
(before adjustment) 9 9

EXECUTIVE COMPENSATION

and recognizing actions that would enable the Company
to navigate the pandemic and emerge stronger.

As noted above, during the three-year period impacted by
the COVID-19, we stayed nimble and quickly adapted to
the rapidly-changing operating environment. With the
tremendous efforts from our employees led by the leader-
ship team, our revenue growth rate outperformed that of
the China restaurant industry. The CAGR of our total rev-
enue growth (excluding foreign currency translation)
from 2019 to 2022 was 2%, compared to a negative
CAGR of 2% in the total revenue of the China Restaurant
industry over the same period. In addition, compared to
the constituents of the MSCI China Index, the Company’s
TSR ranked at the 68.91 percentile over the three-year
period from 2020 to 2022.

In light of the Company’s strong performance against its
peers despite the COVID-19 pandemic and considering
that keeping the original design of the 2020 Annual PSUs
potentially would have resulted in zero payout, which the
Compensation Committee believed would not appropri-
ately reflect management’s performance and incentivize
management in directing the Company to continue to
navigate the pandemic, the Compensation Committee
determined to adjust the weighting of the performance
metrics of the 2020 Annual PSUs in December 2022. The
following graph illustrates the reallocation of the weight-
ing of the performance metrics before and after the
adjustment.

Metrics

Weightin
(after adjustment) J J

Adjusted Total 60°%
Revenue Growth °

modified by

R-TSR® @

Adjusted o .
Diluted EPS Growth ‘ Adjusted
Diluted EPS Growth

Adjusted Total
Revenue Growth

R-TSR®
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EXECUTIVE COMPENSATION

(1) The number of performance units that vest shall be modified by up to +20% for outperformance, or up to -20% for
underperformance, as compared to the MSCI China Index.

(2)  The following table sets forth the rTSR vesting schedule for the 2020 Annual PSUs after the adjustment:

Threshold Target Maximum
TSR Percentile Rank Achieved . ........ ... ... <25% 25% 55% 85%
Proportion of Target Award Vesting™ .............................. 0% 40% 100% 200%

* Vesting proportion for performance between performance levels would be determined based on linear interpolation.
Under the program, payout would be capped at target if the Company’s TSR was negative over the three-year perfor-
mance period. TSR percentile rank was calculated based on the 20-trading day average closing prices up to and
including January 1, 2020 and the 20-day average closing prices up to and including December 31, 2022 and assumes

reinvestment of dividends.

These weightings were adjusted to better reflect align-
ment between pay and performance over the multiple year
performance period. The Compensation Committee
maintained the relative weighting of adjusted total reve-
nue growth and adjusted diluted EPS growth with each
other. The Compensation Committee placed more
empbhasis on the rTSR metric in recognition of the diffi-
culty of measuring performance against absolute growth
goals in total revenue and EPS, which were set before the
onset of the COVID-19 pandemic, in light of the volatile
operating environment and its assessment that rTSR
would better measure the Company’s success in execu-
tion of its evolving operational plan during the three-year
performance period and its performance compared to the
China restaurant industry and the MSCI China Index.

Except for the changes in weighting of the performance
goals, the terms and conditions applicable to the 2020
Annual PSUs remained unchanged. The Compensation
Committee determined that this modification to the 2020
Annual PSUs was aligned with the Company’s compen-
sation philosophy of retaining talent and rewarding per-
formance, particularly in light of the operational
achievements of the Company since the 2020 Annual
PSUs were granted.

The table below sets forth the threshold, target and maxi-
mum achievement levels, weights and actual results for
each measure of the 2020 Annual PSUs following the
reallocation of the weighting of performance metrics:

Performance Measure Threshold Target

R-TSR ........ ... i 25th 55th
Adjusted Total Revenue CAGR™M . .. 4% 7%
Adjusted Diluted EPS CAGR® . . . . .. 45% 7.25%

Final Payout Ratio ................

Earned as a Final Team

Maximum Actual % of Target Weighting Performance
85th  68.91th 146.36% 60% 87.82%
10% 3% 0% 24% 0%
10% -12% 0% 16% 0%
87.82%

(1)  Adjusted Total Revenue represents total revenues as reported in the Consolidated Financial Statements included
in the Annual Report on Form 10-K for the year ended December 31, 2022 (the “Audited Financial
Statements”), but adjusted to exclude (i) revenues from transactions with franchisees and unconsolidated affili-
ates; (ii) revenues generated from certain emerging brands; and (iii) the impact of foreign currency fluctuations.
The performance goal is measured from 2019 year-end results, which is the base year for measuring CAGR.

(2)  Adjusted Diluted EPS is defined as Adjusted Net Income divided by Adjusted Weighted-Average Common and

Diluted Potential Common Shares Outstanding, where:

* Adjusted Net Income represents adjusted net income presented in the Company’s annual report on Form 10-K,
but further adjusted to exclude: (i) income generated from certain emerging brands; (ii) income tax expense
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impact of planned or actual repatriations; (iii) investment gains or losses for equity investments measured at fair
value; (iv) certain non-recurring adjustments; (v) the impact of foreign currency fluctuations; and (vi) the
income tax effect of the above adjustments. The performance goal is measured from 2019 year-end results,

which is the base year for measuring CAGR.

Adjusted Weighted-Average Common and Diluted Potential Common Shares Outstanding represents

weighted-average common and diluted potential common shares outstanding presented in Note 5 to the Audited
Financial Statements, and adjusted to exclude: (i) impact on share count associated with certain share repur-
chases; (ii) impact on share count as a result of the Company’s global offering and secondary listing on the
HKEX; (iii) impact on outstanding shares held by employees of YUM! Brands, Inc. (“YUM™); and (iv) diluted
shares associated with the 2020 partner PSU awards (“2020 Partner PSU Awards™).

Based on the Company’s 22.55% TSR performance dur-
ing the three-year performance period, the Company
ranked at the 68.91 percentile as compared to the TSR
performance of the still-active constituents of the MSCI
China Index at the end of the performance period, result-
ing in 87.82% vesting of the target PSUs and dividend
equivalents.

The table below shows the number of shares of our com-
mon stock acquired by each of the NEOs upon the vesting
of the 2020 Annual PSUs (before payment of applicable
withholding taxes).

Number
of Shares
Acquired on
Vesting
Name (#)
MS. Wt . . 52,166
ME Y BUNG e 12,520
Mr. Chan ... 8,347
Mr HUBNG .. e e 12,520
Mr. YUBN L 6,782

Please see the ‘2022 Summary Compensation Table” and
the “2022 Grants of Plan-Based Awards Table” for fur-
ther information regarding the 2020 Annual PSUs that
vested during the year and the incremental fair value asso-
ciated with the modification of the 2020 Annual PSUs.

2022 Lavazza ESOP Grants

As disclosed in last year’s CD&A, the Company and
Lavazza Group established the Lavazza Joint Venture to
explore and develop the Lavazza coffee business in
China. In order to incentivize the efforts of employees of
the Company, Lavazza Group and the Lavazza Joint
Venture to execute on the Lavazza Joint Venture’s busi-
ness plan, including the target to open 1,000 Lavazza

stores in China in the next few years, the Lavazza Joint
Venture established the JV Equity Plans allowing for the
grant of equity awards with respect to the Lavazza Joint
Venture to key employees of the Lavazza Joint Venture,
as well as select employees of Lavazza Group and the
Company. Under the JV Equity Plans, up to 15% of the
equity in the Lavazza Joint Venture may be granted as
equity awards, with employees and other eligible partici-
pants of the Lavazza Joint Venture, including restaurant
general managers, eligible to receive up to 80% of the JV
Equity Plan shares, or 12% of the equity in the Lavazza
Joint Venture. The remaining JV Equity Plan shares will
be allocated to the employees of the Company and Lav-
azza Group in accordance with their respective equity
interest in the Lavazza Joint Venture, or up to 2% and 1%,
respectively, of the equity in the Lavazza Joint Venture.
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EXECUTIVE COMPENSATION

The Compensation Committee has discretion to award the
portion of the JV equity pool allocated to the Company to
employees of the Company who have been key contribu-
tors to the efforts of the Lavazza Joint Venture and are
deemed to be essential to the successful execution of the
Lavazza Joint Venture’s business plan. The JV Equity
Plans and related grants were adopted in order to support
entrepreneurial and innovative thinking and leadership
through a compensation structure linked to brand expan-
sion and our long-term strategy.

After considering the input of the Compensation Com-
mittee’s compensation consultant with respect to form
and amount of equity awards to be granted to Company
employees, on February 10, 2022, the Lavazza Joint Ven-
ture and the Compensation Committee approved equity
awards under the applicable JV Equity Plan to certain
employees of the Company, including awards accounting
for 0.9% of the equity in the Lavazza Joint Venture to the
NEOs, in the form of PSUs. The PSUs are subject to both
performance-based vesting conditions and the occurrence
of a liquidity event. The performance-based vesting con-
ditions relate to the Lavazza Joint Venture’s performance
with respect to revenue (RMB606 million), store-level
profitability (to achieve restaurant profit breakeven),
brand-level profitability (to achieve operating profit
breakeven) and store count (net store count to reach
1,000), each equally weighted, with performance to be
measured on a rolling last four quarter basis over a four-
year performance period. The liquidity event vesting con-
dition, which includes the occurrence of an initial public
offering of the Lavazza Joint Venture, must occur within
seven years of the grant date for the awards to vest. Any
portion of the award that does not vest, either based on the
achievement of the applicable performance-based vesting
conditions or the non-occurrence of the liquidity event,
will be forfeited in their entirety. To recognize the efforts
of each of the NEOs with respect to the Lavazza Joint
Venture and to incentivize and galvanize their continued
focus on the success of the Lavazza Joint Venture, the
Compensation Committee granted PSUs with the follow-
ing target grant date fair values to each of the NEOs:
Ms. Wat, $1,000,000; Mr. Yeung, $200,000; Mr. Chan,
$200,000; Mr. Huang, $200,000 and Mr. Yuen,
$200,000.
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Asnoted in the “2022 Summary Compensation Table,” as
of the grant date, the achievement of the performance-
based vesting conditions and the occurrence of a liquidity
event with respect to the 2022 Lavazza ESOP Grants
were not considered probable for accounting purposes
and, therefore no associated expenses was recognized for
accounting purposes that can be included for the 2022
Lavazza ESOP Grants in the 2022 Summary Compensa-
tion Table.

Other Elements
Program

of Executive Compensation

As with all Company employees, Company executive
officers receive certain employment benefits. We believe
the benefits we offer are an important part of retention for
all levels of employees. Our benefits are designed to pro-
tect against unexpected catastrophic losses of health and
earnings potential and provide a means to save and accu-
mulate assets for retirement.

Post-Termination and Change in Control Compensation.

The Company provides certain post-termination and
change in control compensation to help accomplish the
Company’s compensation philosophy of attracting and
retaining executive talent.

The Company maintains a change in control severance
plan that covers all NEOs. Severance benefits are payable
only upon a qualifying termination, which is defined as a
termination by the Company without cause or by the par-
ticipant due to good reason, within 24 months following
the consummation of a change in control of the Company.
The Compensation Committee believes change in control
compensation promotes management independence and
helps retain, stabilize, and focus the executive officers in
the event of a change in control.

The Company also maintains the Executive Severance
Plan, which provides severance benefits to certain key
management employees of the Company and its affiliates
who are selected by the Compensation Committee to par-
ticipate in the plan, including each of the NEOs, and who
experience a qualifying termination under the terms of the
plan. The Executive Severance Plan aids in recruitment
and retention and promotes smooth succession planning,



while providing transitional pay for a limited period of
time to executives whose employment is involuntarily
terminated. Payments are conditioned upon the execu-
tive’s execution of a release of claims in favor of the
Company and compliance with restrictive covenants. The
terms of the Change in Control Severance Plan and Exec-
utive Severance Plan were determined after considering
market data and the input of the compensation consultant.
The award agreements with respect to the Company’s
outstanding equity awards also provide for pro-rata vest-
ing in the event of certain qualifying terminations of
employment. Please see the “Potential Payments upon a
Termination or a Change in Control” section below for a
quantification of the amounts that would be payable to
each of the NEOs in connection with a termination of
employment or change in control as of December 31,
2022.

Retirement Plans. The Company offers certain executives
working in China retirement benefits under the Bai Sheng
Restaurants China Holdings Limited Retirement Scheme
(“BSRCHLRS”). Under the BSRCHLRS, executives
may make personal contributions, and the Company pro-
vides a company-funded contribution ranging from 5% to
10% of a participating executive’s base salary. During
2022, all of our NEOs were participants in the
BSRCHLRS, and each NEO received a company-funded
contribution.

Medical, Dental, and Life Insurance and Disability
Coverage. The Company provides benefits such as medi-
cal, dental, and life insurance and disability coverage to its
executive officers through the same benefit plans that are
provided to eligible China-based employees.

EXECUTIVE COMPENSATION

Perquisites. As noted earlier in the CD&A, the Compa-
ny’s executive compensation program may differ from
our U.S. peers to reflect the competitive market in China,
the need to attract a global skillset with deep knowledge of
both U.S. and Chinese regulatory regimes and the Com-
pany’s desire to incentivize an entrepreneurial mindset to
encourage actions that support our long-term growth and
strategy. Because the Company is designing an executive
compensation program that attracts, retains and incentiv-
izes global talent, the Company provides certain perqui-
sites relating to overseas assignments as part of a
competitive compensation package to attract and retain
globally mobile executives. These perquisites are gov-
erned by the Company’s formal mobility policy, are
offered on a case-by-case basis and reflect each execu-
tive’s particular circumstances while also generally
reflecting market practices for similarly situated, globally
mobile executives working in international companies
based in mainland China. For example, the Company may
offer perquisites such as housing cost subsidies, depen-
dent education, and home leave payments to executives
performing services in China.

Prior to our spin-off from YUM, certain of our NEOs
were offered tax equalization benefits as an element of
their compensation. These tax equalization benefits rep-
resent legacy compensation arrangements entered into
with our former parent. After the spin-off, the Compensa-
tion Committee phased out tax equalization benefits for
the NEOs (other than certain grandfathered benefits pur-
suant to the legacy arrangements).

See the 2022 All Other Compensation Table in this
CD&A for details regarding the perquisites received by
our NEOs during 2022.
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EXECUTIVE COMPENSATION

2022 NEO Compensation and Performance
Summary

Below is a summary of our NEOs’ 2022 compensation—
which includes base salary, annual cash incentive, and
equity awards, as well as an overview of our NEOs’ 2022
performance relative to their individual annual perfor-
mance goals. The specific performance summaries
described below were considered in determining the Indi-
vidual Performance Factor under the annual cash bonus
program. As noted in the CD&A, in February 2022, the
Compensation Committee approved the performance
goals that would be used to determine the Individual Per-

formance Factor for the CEO and other NEOs. These
annual performance goals generally fell within the per-
formance categories of mitigating the impact of the
COVID-19 pandemic, increasing stockholder returns,
accelerating the growth of our brands, driving new busi-
ness initiatives, effectively managing costs, and achieving
ESG and other strategic objectives. Under each perfor-
mance goal category, each NEO has a number of under-
lying pre-established goals against which the NEO’s
performance is assessed. See “Elements of the Executive
Compensation Program—Annual Performance Based
Cash Bonuses—Individual Performance Factor.”

Joey Wat
Chief Executive Officer

2022 Performance Summary. The Compensation Com-
mittee determined Ms. Wat’s performance to be signifi-
cantly above target with an Individual Performance
Factor of 140%. Ms. Wat was recognized for leading the
Company’s crisis management team in taking timely and
decisive actions in tackling the many unprecedented chal-
lenges arising out of the COVID-19 pandemic in 2022,
which was viewed as even more difficult than 2020 or
2021. Those measures included protecting employees,
sustaining operations, driving sales and protecting profit-
ability. Despite a decline in the total revenue for the China
restaurant industry due to massive lockdowns and infec-
tions in both early and late 2022, Ms. Wat led the Com-
pany to achieve profitability in every quarter in 2022. The
Company also delivered revenue growth (excluding for-
eign currency translation) which outperformed the China
restaurant industry revenue growth by 7% in 2022.
Ms. Wat led the effort to restructure both commodity and
labor cost bases to protect margins, resulting in a full year
restaurant margin of 14.1%, compared to 13.7% in 2021.
The Company’s 2022 TSR ranked 93.65 percentile
against the constituents of the MSCI China Index. Despite
a very challenging business environment, the Company
achieved net new stores of 1,159 with healthy average
payback period of two and three years for KFC and Pizza
Hut, respectively. Ms. Wat also provided strategic guid-
ance to the emerging brands including Taco Bell and Lav-
azza, both making solid progress in 2022. Taco Bell
doubled its store count to 91 while Lavazza reached a
store count of 85, at the end of 2022. On ESG, under
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Ms. Wat’s direction, the Company also formulated its
near term greenhouse gas (GHG) emissions reduction tar-
gets and roadmap and received SBTi’s approval in
November 2022. The Company also published its first
TCFD report and received the industry highest score for
the third year from Dow Jones Sustainability Index.

2022 Compensation Decisions. Effective February 1,
2022, the Compensation Committee decided to bring
Ms. Wat’s 2022 target compensation levels at slightly
above the median of the Company’s compensation peer
group, after taking into account Ms. Wat’s experience in
and knowledge of the China consumer market and global
expertise. These decisions positioned Ms. Wat’s total tar-
get direct compensation at the 54t percentile of the Com-
pany’s 2022 compensation peer group. After considering
the advice of its compensation consultant, market prac-
tice, and Ms. Wat’s individual performance, the Com-
pensation Committee made the following compensation
decisions.

* Base Salary. Ms. Wat’s base salary was increased from
$1,350,000 to $1,425,000, an increase of 5.6%.

* Annual Incentive Plan Target and Payout Level.
Ms. Wat’s annual cash bonus target remained
unchanged at 200% of her base salary, resulting in a
bonus target for the year of $2,850,000. Ms. Wat’s 2022
annual cash bonus award payout was $4,788,000,



reflecting a total payout of 168% of target based on the
Team Performance Factor of 120% and Individual Per-
formance Factor of 140%.

* Long-Term Incentive Award. The Compensation Com-
mittee approved an annual long-term incentive award

EXECUTIVE COMPENSATION

of $6,500,000 to Ms. Wat in February 2022, delivered
in 50% SARs, 30% PSUs and 20% RSUs, which was
increased from an annual long-term incentive award of
$6,000,000 in 2021. Ms. Wat also received a 2022 Lav-
azza ESOP Grant with a grant date fair value of
$1,000,000.

Andy Yeung
Chief Financial Officer

2022 Performance Summary. The Compensation Com-
mittee determined Mr. Yeung’s performance to be signif-
icantly above target with an Individual Performance
Factor of 140%. Mr. Yeung was recognized for driving
the disciplined scenario planning approach in financial
planning and vigorous austerity measures, which helped
maintain yearly and quarterly profitability in a highly vol-
atile business environment in 2022 and achieved a full
year restaurant margin of 14.1%, compared to 13.7% in
2021. Mr. Yeung played an instrumental role in contrib-
uting to the Company’s successful primary conversion on
the Hong Kong Stock Exchange despite the challenges of
lockdown and travel restrictions. Mr. Yeung was instru-
mental in resolving many novel issues arising from regu-
latory framework differences between Hong Kong and
U.S. Under Mr. Yeung’s leadership, systems were set up
to fulfill financial reporting requirements applicable to a
dual-primary issuer on both the New York Stock
Exchange and Hong Kong Stock Exchange. Mr. Yeung
provided in-depth guidance to KFC, Pizza Hut and the
emerging brands, resulting in improvement in their store
unit economics under difficult macro and COVID condi-
tions. Mr. Yeung also served as a core member of the
Company’s Sustainability Committee and played an
active role in ESG discussions, including the Company’s
strategy and roadmap relating to near term Science Based
Target setting, which was approved by SBTi in
November 2022.

2022 Compensation Decisions. Effective February 1,
2022, the Compensation Committee set Mr. Yeung’s
2022 compensation levels after considering the advice of
its compensation consultant, market practice and
Mr. Yeung’s individual performance.

* Base Salary. Mr. Yeung’s base salary was increased
from $800,000 to $840,000, an increase of 5.0%.

* Annual Incentive Plan Target and Payout Level.
Mr. Yeung’s annual cash bonus target remained at
100% of his base salary, resulting in a bonus target for
the year of $840,000. Mr. Yeung’s 2022 annual cash
bonus award payout was $1,411,200, reflecting a total
payout of 168% of target based on the Team Perfor-
mance Factor of 120% and Individual Performance
Factor of 140%.

* Long-Term Incentive Award. The Compensation Com-
mittee approved an annual long-term incentive award
of $1,580,000 to Mr. Yeung in February 2022, deliv-
ered in 50% SARs, 30% PSUs and 20% RSUs, which
was increased from an annual long-term incentive
award of $1,500,000 in 2021, which positioned
Mr. Yeung’s annual target total direct compensation at
approximately 90% of the market median of the com-
pensation peer group. Mr. Yeung also received a 2022
Lavazza ESOP Grant with a grant date fair value of
$200,000.
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EXECUTIVE COMPENSATION

Joseph Chan
Chief Legal Officer

2022 Performance Summary. The Compensation Com-
mittee determined Mr. Chan’s performance to be on target
with an Individual Performance Factor of 80%. Mr. Chan
led the Company’s successful primary conversion on the
Hong Kong Stock Exchange. Under Mr. Chan’s leader-
ship, the Company’s governance, reporting and compli-
ance policies and practices were further updated and
enhanced, reflecting the requirements applicable to a
dual-primary issuer on both the New York Stock
Exchange and Hong Kong Stock Exchange. Mr. Chan
was instrumental in resolving many novel issues arising
from regulatory framework differences between Hong
Kong and the U.S. Mr. Chan also played a critical role in
establishing a compliance process and system in monitor-
ing and proactively managing risks regarding the con-
tinuing evolving areas of PRC privacy and cybersecurity
laws. Mr. Chan also played an instrumental role in sup-
porting the execution of strategic investments, including
transaction structure, due diligence, agreement drafting
and negotiation, as well as regulatory approvals. Mr. Chan
was recognized for serving as a core member of the Com-
pany’s Sustainability Committee and played an active
role in ESG discussions, including the Company’s strat-
egy and roadmap relating to near term Science Based Tar-
get setting, which was approved by SBTi in November
2022.

2022 Compensation Decisions. Effective February 1,
2022, the Compensation Committee set Mr. Chan’s 2022
compensation levels after considering the advice of its
compensation consultant, market practice and Mr. Chan’s
individual performance.

* Base Salary. Mr. Chan’s base salary was increased
from $600,000 to $630,000, an increase of 5.0%.

* Annual Incentive Plan Target and Payout Level.
Mr. Chan’s annual cash bonus target remained at 80%
of his base salary, resulting in a bonus target for the year
of $504,000. Mr. Chan’s 2022 annual cash bonus award
payout was $483,840, reflecting a total payout of 96%
of target based on the Team Performance Factor of
120% and Individual Performance Factor of 80%.

* Long-Term Incentive Award. The Compensation Com-
mittee approved a long-term incentive award of
$1,200,000 to Mr. Chan in February 2022, to be deliv-
ered in 50% SARs, 30% PSUs and 20% RSUs, which
was increased from an annual long-term incentive
award of $1,125,000 in 2021 Mr. Chan also received a
2022 Lavazza ESOP Grant with a grant date fair value
of $200,000.

Johnson Huang

Chief Customer Olfficer (since May 1, 2022); General Manager, KFC (through April 30, 2022)

2022 Performance Summary. Mr. Huang has served as
the Company’s Chief Customer Officer since May 1,
2022, after serving as General Manager, KFC through
April 30, 2022. The Compensation Committee deter-
mined that Mr. Huang’s 2022 performance was on target
with an Individual Performance Factor of 105%.
Mr. Huang, as General Manager of KFC, was recognized
for driving KFC’s prompt response to address the busi-
ness challenges due to the COVID-19 pandemic and
regional lockdowns in the first quarter of 2022. He was
appointed as the Company’s newly created role as Chief
Customer Officer in May 2022. In this new role,
Mr. Huang was instrumental in redesigning the Compa-
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ny’s membership strategy and roadmap to empower sales
growth and enhance member experience. Mr. Huang also
improved marketing investments through optimizing the
conversion rate. Mr. Huang also led the launch of a digital
platform to better monitor member traffic and better ana-
lyze member activities to set a foundation for marketing
automation and future growth. Mr. Huang also revamped
the Company’s customer incentive program to include the
Company’s emerging brands for better cross brand mar-
keting.

2022 Compensation Decisions. Effective February 1,
2022, the Compensation Committee set Mr. Huang’s



2022 compensation levels after considering the advice of
its compensation consultant, market practice,
Mr. Huang’s individual performance and the strong per-
formance of KFC.

* Base Salary. Mr. Huang’s base salary was increased
from $740,000 to $762,200, an increase of 3.0%.

* Annual Incentive Plan Target and Payout Level.
Mr. Huang’s annual cash bonus target remained at
100% of his base salary, resulting in a bonus target for
the year of $762,200. Mr. Huang’s 2022 annual cash
bonus award payout was $970,896, reflecting a total
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payout of 127% of target based on the blended Team
Performance Factor of 121% and Individual Perfor-
mance Factor of 105%.

* Long-Term Incentive Award. The Compensation Com-
mittee approved a long-term incentive award of
$1,330,000 to Mr. Huang in February 2022, to be deliv-
ered in 50% SARs, 30% PSUs and 20% RSUs, which
was increased from an annual long-term incentive
award of $1,250,000 in 2021. Mr. Huang also received
a2022 Lavazza ESOP Grant with a grant date fair value
of $200,000.

Aiken Yuen
Chief People Officer

2022 Performance Summary. The Compensation Com-
mittee determined Mr. Yuen’s performance to be above
target with an Individual Performance Factor of 125%.
Mr. Yuen was recognized for coordinating the Compa-
ny’s Crisis Management Team in developing responsive
policy to protect employees’ health and well-being, espe-
cially during lockdowns. The Company enhanced a num-
ber of benefits programs for frontline employees in 2022,
including enhanced medical coverage for restaurant man-
agers. Mr. Yuen played an instrumental role to orchestrate
a smooth transition of new leadership team appointments,
including General Manager KFC, Chief Customer Offi-
cer and Chief Development Officer. Mr. Yuen served as a
core member of the Company’s Sustainability Committee
and played an active role in ESG discussions, including
the Company’s strategy and roadmap relating to near term
Science Based Target setting, which was approved by
SBTi in November 2022. In 2022, Yum China was rated
as one of the top 20 China employers by Top Employer
Institute and included in Bloomberg’s “Gender Equality
Index” for the fourth consecutive year.

2022 Compensation Decisions. Effective February 1,
2022, the Compensation Committee set Mr. Yuen’s 2022
compensation levels after considering the advice of its

compensation consultant, market practice and Mr. Yuen’s
individual performance.

* Base Salary. Mr. Yuen’s base salary was increased
from $600,000 to $630,000, an increase of 5.0%.

* Annual Incentive Plan Target and Payout Level.
Mr. Yuen’s annual cash bonus target remained at 70%
of his base salary, resulting in a bonus target for the year
of $441,000. Mr. Yuen’s 2022 annual cash bonus
award payout was $661,500, reflecting a total payout of
150% of target based on the Team Performance Factor
of 120% and Individual Performance Factor of 125%.

* Long-Term Incentive Award. The Compensation Com-
mittee approved a long-term incentive award of
$750,000 to Mr. Yuen in February 2022, to be delivered
in 50% SARs, 30% PSUs and 20% RSUs, which was
increased from an annual long-term incentive award of
$700,000 in 2021, as the compensation review showed
that the prior year annual long-term incentive award
was below the market median. Mr. Yuen also received a
2022 Lavazza ESOP Grant with a grant date fair value
of $200,000.
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EXECUTIVE COMPENSATION

How Compensation Decisions Are Made

Executive Compensation Philosophy

A unique feature of the Company is that while incorpo-
rated in Delaware and listed on the NYSE and Hong
Kong Stock Exchange, substantially all of its operations
are located in China. As a result, knowledge of and exper-
tise in both U.S. and China regulatory regimes and busi-
ness practices are required for many of the Company’s
executive officers.

The Compensation Committee annually reviews the
company’s executive compensation program to evaluate
whether the program continues to support the attraction
and retention of highly-qualified executives necessary to
achieve superior stockholder results and support the long-
term sustainable growth of the Company while simulta-
neously holding them accountable to continuously
achieve results based on our high standards of ethical
behavior and corporate governance.

Role of the Compensation Committee

The Compensation Committee reviews and approves
goals and objectives relevant to the compensation of the
CEO and other executive officers, sets the compensation
levels of each of the executive officers, and together with
the other independent directors of the Board, approves the
compensation of the CEO. The Compensation Commit-
tee’s responsibilities under its charter are further described
in the “Governance of the Company” section of this Proxy
Statement. While not members of the Compensation
Committee, the CEQO, the CFO, the Chief People Officer,
and the Chief Legal Officer, when necessary, also
attended meetings of the Compensation Committee in
2022 to contribute to and understand the Compensation
Committee’s oversight of, and decisions relating to, exec-
utive compensation. The CEQO, the CFO, the Chief People
Officer, and the Chief Legal Officer did not attend por-
tions of the meetings relating to their own compensation.
The Compensation Committee regularly conducts execu-
tive sessions without management present. The Compen-
sation Committee also engages in an ongoing dialogue
with its compensation consultant, the CEO, and the Chief
People Officer for the evaluation and establishment of the
elements of our executive compensation program.
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Role of the Independent Consultant

During 2022, the Compensation Committee retained
Mercer (Hong Kong) Limited (“Mercer”) as its indepen-
dent consultant to advise it on executive compensation
matters. Mercer attended Compensation Committee
meetings in 2022 and provided advice and guidance to the
Compensation Committee on (i) the market competitive-
ness of the Company’s executive pay practices and levels;
(i) the Company’s 2022 annual and long-term incentive
awards, including the 2022 Lavazza ESOP Grants, as well
as the modification of the 2020 Annual PSUs; (iii) the
2023 compensation peer group; (iv) the results of equity
compensation analytics and award valuations; (v) the
2022 LTIP adopted upon the dual primary listing of the
Company’s common stock on the Hong Kong Stock
Exchange; and (vi) compensation disclosures, including
this CD&A and the pay versus performance disclosure.
The Compensation Committee has assessed the indepen-
dence of Mercer pursuant to NYSE rules and conflicts of
interest specifically enumerated by the SEC’s six factors,
and the Company has concluded that Mercer’s work for
the Compensation Committee does not raise any conflicts
of interest. The Compensation Committee annually
reviews its relationship with Mercer and determines
whether to renew the engagement. Only the Compensa-
tion Committee has the right to approve the services to be
provided by, or to terminate the services of;, its compensa-
tion consultant.

Executive Compensation Peer Group

One of the key objectives of our executive compensation
program is to retain and reward the right talent by provid-
ing reasonable and competitive compensation. One
method that the Compensation Committee utilizes to
attain this objective is by establishing a group of peer
companies for comparison of executive compensation
practices.

The peer group approved by the Compensation Commit-
tee based on the recommendations of Mercer consisted of
companies in the restaurant, food and consumer services
industries in the United States, Greater China and Europe,
as these represent the sectors with which the Company



competes for executive talent. In addition, Mercer sug-
gested that, for purposes of benchmarking compensation
levels for NEOs other than the CEQ, the peer group data
be supplemented with compensation survey data to pro-
vide a broader perspective on market practices. Refer-
ences in this CD&A to market data refer to the peer group
or survey data, as appropriate.

After considering the advice of Mercer, the Compensa-
tion Committee approved a revised peer group in
September 2021 for evaluating 2022 compensation deci-
sions for the NEOs, which consisted of the companies
below. The Compensation Committee removed four
(4) companies and added three (3) companies for reasons
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of industry appropriateness and disclosed data availabil-
ity. The Compensation Committee removed Beyond
Meat, Inc., eBay Inc., WH Group Limited and Want Want
China Holdings Limited, and added DoorDash, Inc.,
General Mills, Inc. and Chow Tai Fook Jewellery Group
Limited. These changes were made in order to further
align the peer group with the Company’s size and opera-
tions. The Founder CEOs at DoorDash Inc. and Haidilao
International Holdings Ltd. were excluded from the com-
petitive market review. Our peer group reflects a median
market capitalization of $19.4 billion and median annual
revenues of $10.6 billion, both as of June 30, 2022, and
consists of 17 U.S. and nine non-U.S. companies.

2022 Executive Compensation Peer Group

Previous Peer Group

Removed (-4)
Beyond Meat, Inc.
eBay Inc.
WH Group Limited
Want Want China Holdings Limited

Remaining for 2022
Link Real Estate Investment Trust
Marriott International, Inc.
McCormick & Company, Incorporated
McDonald’s Corporation
Restaurant Brands International Inc.
Sodexo S.A.
Starbucks Corporation
Techtronic Industries Company Limited

Added (+3)
= » DoorDash, Inc.
General Mills, Inc.
Chow Tai Fook Jewellery
Group Ltd.

==l Aramark Corporation
China Mengniu Diary
Chipotle Mexican Giill, Inc.
Compass Group PLC
Conagra Brands, Inc.
Darden Restaurants, Inc.
Domino’s Pizza, Inc.

Expedia Group, Inc.
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Haidilao International Holdings Ltd. The Hershey Company 2

Hilton Worldwide Holdings Inc.
Kellogg Company
Lenovo Group Limited

Tingyi (Cayman Islands) Holding Corp.
YUM! Brands, Inc.

New Peer Group for 2022

Data from our 2022 peer group was supplemented by data
from companies included in three executive compensa-
tion surveys conducted by Mercer in China, Hong Kong,
and the U.S., size-adjusted to reflect the Company’s reve-
nue. During 2022, the Compensation Committee
reviewed a report summarizing compensation levels at the
25% 50t and 75t percentiles of the peer group and, as
applicable, of the survey data for positions comparable to
our NEOs. The report compared target and actual total
cash compensation (base salary and annual incentives)
and total direct compensation (base salary plus annual
incentives plus long-term incentives) for each of the
NEOs against these benchmarks. The Compensation
Committee also reviewed detailed tally sheets that cap-
tured comprehensive compensation, benefits and stock
ownership details, and comparisons of the CEO’s realized

total direct compensation and realizable equity vis-a-vis
that of the peer group.

Competitive Positioning and Setting Compensation

At the beginning of 2022, the Compensation Committee
considered executive compensation peer group data as a
frame of reference for establishing target compensation
levels for base salary and annual and long-term incentive
awards for each NEO. The Compensation Committee
conducted an extensive review of market data and made
the decision to position target total direct compensation
close to the market median, with variation based on the
marketability, performance and potential of each NEO
and the criticality of the role on the organization.

YUM CHINA - 2023 Proxy Statement | 71



.
c
@
=
9]
Z
©
&
n
>
X
o
<
(oL,
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Compensation Policies
Compensation Recovery Policy

Pursuant to the Company’s Compensation Recovery Pol-
icy, in the event of any restatement of the Company’s
financial statements due to material noncompliance with
any financial reporting requirement under the securities
laws, the Compensation Committee will recover or cancel
any performance awards that were awarded to a current or
former executive officer as a result of achieving perfor-
mance targets that would not have been met under the
restated results. The Company’s recovery authority
applies to any performance award received by a current or
former executive officer during the three most-recently
completed fiscal years immediately preceding the date on
which the Company is required to prepare the restate-
ment. Under the terms of the policy, a performance award
means any cash or equity-based award that is made, vests
or is payable based wholly or in part on the results of a
financial reporting measure.

The Company will review and modify the Compensation
Recovery Policy as necessary to reflect the final NYSE
listing rules adopted to implement the compensation
recovery requirements under the Dodd-Frank Wall Street
Reform and Consumer Protection Act.

Equity-Based Awards Grant Policy

The Company’s Equity-Based Awards Grant Policy pro-
vides for certain procedures with respect to the granting of
equity awards, including specifying pre-determined dates
for annual and off-cycle grants and specifying that the
Company will not purposely accelerate or delay the public
release of material information in consideration of pend-
ing equity grants. Generally, annual equity grants are
effective as of the date that is two business days after the
Company publicly discloses its results for the previous
fiscal year.

Stock Ownership Guidelines and Retention Policy
To align the efforts of our executives with the long-term

interests of our stockholders and to reinforce their com-
mitment to the Company’s long-term objectives, the
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Compensation Committee established a stock ownership
and retention policy that applies to our Section 16 Officers
and all members of our Leadership Team. Under the stock
ownership and retention policy, the executives have a
five-year period from the date of appointment to a covered
position to attain the required ownership level. During the
five-year phase-in period, the executives must retain, until
the required ownership guideline levels have been
achieved, at least 50% of the after-tax shares resulting
from the vesting or exercise of equity awards, including
PSUs. If the guideline is not achieved after such five-year
compliance period, the executive officer will be required
to retain 100% of after-tax shares resulting from the vest-
ing or exercise of equity awards until the guideline is
achieved.

The chart below shows stock ownership requirements as a
multiple of annual base salary for our NEOs. As of the
record date, each NEO is in compliance with the Compa-
ny’s stock ownership requirements and retention policy.

Stock Ownership as
a Multiple of Annual

NEO Base Salary
CEO ... 6X
CFO .. 3X
Chief Legal Officer .............. 2X
Chief Customer Officer .......... 2X
Chief People Officer ............ 2X

Hedging and Pledging of Company Stock

Under the Company’s Code of Conduct, no employee or
director is permitted to engage in securities transactions
that would allow such employee or director either to insu-
late himself or herself from, or profit from, a decline in the
Company’s stock price. Similarly, no employee or direc-
tor may enter into hedging transactions in Company
stock. Such transactions include, without limitation, short
sales as well as any hedging transactions in derivative
securities (e.g., puts, calls, swaps or collars) or other spec-
ulative transactions related to the Company’s stock.
Pledging of Company stock by executive officers and
directors is also prohibited.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with manage-
ment.

Based on such review and discussion with management, the Compensation Committee recommended to the Board of
Directors that the Compensation Discussion and Analysis be included in this Proxy Statement and incorporated by refer-
ence in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2022.

Compensation Committee:
Ruby Lu (Chair)

Edouard Ettedgui

William Wang

Min (Jenny) Zhang
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2022 SUMMARY COMPENSATION TABLE

The following table and footnotes summarize the total compensation awarded to, earned by or paid to the NEOs for fiscal
year 2022 and, to the extent required by SEC executive compensation disclosure rules, fiscal years 2021 and 2020. The
Company’s NEOs for the 2022 fiscal year are its CEO, CFO, the three other most highly compensated executive officers.

Option/  Non-Equity
Stock SAR Incentive Plan All Other
Salary Bonus Awards Awards Compensation Compensation Total

Name and Principal Position Year $) $) )0 ($)@ ($)@ 9@ ($)®
(@ (b) (o) (d) (e U] (9) (h) @
JoeyWat ..ottt 2022 1,418,750 — 6,035,116 3,250,011 4,788,000 401,002 15,892,879
Chief Executive Officer 2021 1,341,667 — 5,703,920 3,000,004 3,607,246 2,902,835 16,555,672
2020 1,151,083 — 14,500,084 2,500,003 2,502,664 517,744 21,171,578
Andy Yeung ...........ooiiiiiiiiiiiiis 2022 836,667 — 1,458,490 790,010 1,411,200 198,795 4,695,162
Chief Financial Officer 2021 791,512 — 2,401,075 750,014 1,032,164 135,769 5,110,534
2020 643,333 — 2,600,068 600,013 701,865 149,144 4,694,423
JosephChan................ccccooiiiiiiin. 2022 627,500 — 1,045,708 600,004 483,840 172,256 2,929,308
Chief Legal Officer 2021 595,000 — 2,100,748 562,502 619,967 177,468 4,055,685
JohnsonHuang ............................ 2022 760,350 — 1,333522 665014 970,896 305,908 4,035,690
Chief Customer Officer 2021 740,000 — 667,558 625000 847,441 320,245 3,200,244
2020 516,814 — 2,600,068 600,013 251,021 209,701 4,177,617
T 2022 621,063 — 737,151 375004 661,500 253,560 2,648,278
Chief People Officer 2021 595,236 — 373881 350,011 547,906 596,068 2,463,102
2020 517,413 100,566 1,825,078 325,011 461,599 542,754 3,772,421
(1) The amounts reported in this column for 2022 represent the grant date fair value of the 2022 Annual PSU Awards,

RSU awards granted to each Named Executive Officer, as well as the incremental fair value associated with the
modification of the 2020 Annual PSUs, as described in the CD&A, calculated in accordance with Accounting
Standards Codification Topic 718 (“ASC 718”), Compensation—Stock Compensation. The grant date fair value
for the RSU awards was calculated by multiplying the number of RSUs granted by the closing price of a share of
Company common stock on the date of grant. The per share fair value of the 2022 Annual PSU Awards was cal-
culated using a Monte-Carlo simulation model. Under ASC 718, the rTSR vesting condition related to the 2022
Annual PSU Awards is considered a market-based condition and not a performance-based condition. Accord-
ingly, there is no maximum performance, and no grant date fair value below or in excess of the amount reflected in
the table above for the 2022 Annual PSU Awards that could be calculated and disclosed. See Note 15 to the
Audited Financial Statements for further discussion of the relevant assumptions used in calculating these amounts.
For 2022, the amounts reported in this column also includes the incremental fair value of the 2020 Annual PSUs
due to the modifications approved by the Compensation Committee in December 2022, as follows: Ms. Wat,
$2,785,040; Mr. Yeung, $668,425; Mr. Chan, $445,649; Mr. Huang, $668,425; and Mr. Yuen, $362,095. See
“CD&A—Recent Compensation Highlights—Modification of 2020 Annual PSUs,” “CD&A—FElements of the
Executive Compensation Program—ILong Term Equity Incentives—2020 Annual PSUs.” As of the grant date,
the achievement of the performance-based vesting conditions and the occurrence of a liquidity event with respect
to the 2022 Lavazza ESOP Grants were not considered probable, and therefore no associated expenses was rec-
ognized for accounting purposes that can be included for the 2022 Lavazza ESOP Grants in this column. Assum-
ing the liquidity event and the performance conditions for the 2022 Lavazza ESOP Grants were achieved, the
grant date fair value for the awards would be as follows: Ms. Wat, $1,000,000; Mr. Yeung, $200,000; Mr. Chan,
$200,000; Mr. Huang, $200,000; and Mr. Yuen, $200,000.
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The amounts reported in this column for 2022 represent the grant date fair value of the SAR awards granted to
each of the NEOs, calculated in accordance with ASC 718. See Note 15 to the Company’s Audited Financial
Statements for further discussion of the relevant assumptions used in calculating these amounts.

Amounts in this column reflect the annual incentive awards earned for the applicable fiscal year performance
periods under the annual bonus program, which is described further in our CD&A under the heading “Annual
Performance-Based Cash Bonuses.”

The amounts in this column for 2022 are detailed in the 2022 All Other Compensation Table and footnotes to that
table, which follow.

Certain compensation included in the All Other Compensation column was denominated in Chinese Renminbi,
which was converted to U.S. dollars using an exchange rate of 6.72. Mr. Yuen’s 2022 salary and annual incentive
was denominated in Hong Kong dollars, which was converted to U.S. dollars using an exchange rate of 7.83.
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2022 ALL OTHER COMPENSATION TABLE

The following table and footnotes summarize the compensation and benefits included under the “All Other Compensa-
tion” column in the 2022 Summary Compensation Table that were awarded to, earned by or paid to the Company’s
NEO:s for the fiscal year ended December 31, 2022.

Perquisites and Retirement
Other Personal Tax Scheme
Benefits Reimbursements Contributions Other Total
Name (S (L] 9 (9@ ($)
(a) (b) (c) (d) (e) U]
Ms.Wat ... ... . 174177 - 141,897 84,928 401,002
Mr.Yeung ...... ... 91,292 — 41,840 65,663 198,795
Mr.Chan ............. i e 97,222 - 31,380 43,654 172,256
Mr.Huang ............ . 96,250 100,030 76,046 33,582 305,908
Mr.YUeNn . ....... ... .. 81,487 84,781 62,107 25,185 253,560

(1) Amounts in this column represent: for Ms. Wat, an education reimbursement ($33,279) and hou