INNOVATION

Dear Friends,

Qian Hu's performance in FY2012 was impacted by
two major scenarios — the prolonged uncertainty of the
Eurozone crisis (some 40% of our Group's exports are to
Europe), and the rapid flooding of mass-market Dragon
Fish in Malaysia which caused selling prices to plummet
to such a great degree that we no longer think that it
is viable to maintain our investment in our Batu Pahat-
based subsidiary, Kim Kang Aquaculture Sdn Bhd as it was
incurring losses and producing negative cash flow. The
disposal of Kim Kang will unlock the value of its assets
and allow the Group to rationalise its financial and capital
resources.

This was indeed a tough decision, but one that our board
of directors and senior management had to seriously
consider and after much deliberation, decided that it
would be a drastic, but necessary action. Back in 2003,
our decision to invest in a Dragon Fish breeder such as
Kim Kang made a lot of sense because the focus was on
securing upstream supply. Things have since changed —
now the market is focused on distribution prowess.

When tides change, we must not hold on to old decisions
for the sake of saving face and hope that the situation
will improve. Instead, we have to act, and act swiftly we
must. The directors decided to cut losses and deploy
our resources to create more value such as building
our distribution network in Asia, particularly China and
India.

We are thankful that our shareholders, at an Extraordinary
General Meeting held on 27 December, approved the
disposal of our entire 65% shareholding in Kim Kang for a
total consideration of $9.4 million which will be satisfied
by the cash payment of $3.9 million and the transfer of
1,000 tails of Dragon Fish brooder stocks worth $5.5
million.

The cash proceeds from this disposal will be redeployed to
reduce our bank borrowings, and to pay a special dividend
to our shareholders in October 2013. Meanwhile, in
response to our FY2012 results, the Directors are pleased
to propose a final dividend of 0.2 cents per ordinary share.



INNOVATION - KEY TO GROWTH

We continue to reiterate that in our next lap of growth, Qian Hu will
have to build on its rich knowledge capital via R&D to revolutionize
our product offerings, and create market demand whether it is
in our service as an ornamental fish distributor, or brand creator of
aquarium and pet accessories. Innovation is indeed key to Qian Hu's
sustainability, and our ability in riding through the volatility of business
cycles. Innovation improves the productivity, and creates new values,
for the entire Group.

Over the years, we have imbibed a culture of innovation throughout
the Group which spurred a strong pipeline of products not limited to
Accessories, but also in the customization of Dragon Fish (a follow-
through of the research initiatives with Temasek Life Sciences), and
business processes. Our focus is not on short-term challenges, but in
achieving long-term sustainability.

ACHIEVEMENTS IN SUSTAINABILITY REPORTING

We are pleased to receive a C rating from Global Reporting Initiative
for our maiden Sustainability Report 2011. We were equally excited
at receiving Top Honours in the SME category at the Singapore
Sustainability Awards 2012 organised by the Singapore Business
Federation.

Whilst we work tirelessly to meet our business challenges head-on
and with gusto, Qian Hu will continue our tradition of instilling goodwill
and confidence in our expanded sphere of stakeholders that have
interests beyond corporate profitability.

CONCLUSION

With our clear growth strategy, coupled with a healthier balance
sheet with good assets that would create new value, we trust that
our shareholders and investors will give us the time to pull everything
together even as we continue our quest to create sustainable
businesses that will last beyond generations.

KENNY The Fish
Executive Chairman & Managing Director
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