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For centuries, keeping ornamental fish and pets
has brought pure pleasure to people young and
old, all over the globe. It is litle wonder that today,

it is still one of the world’s favourite pastimes.
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HOBBIES THAT TRANSCEND GENERATIONS

Remember that pair of guppies that you used to rear in an old peanut butter jar, or that
hamster that brought you hours of sheer delight2

Technology-laden toys such as gameboys and Tamagotchi can never replace the fuzzy
feeling that one feels by being connected with a treasured pet. The invaluable role that
pets play in society cannot be ignored. Companion animals — be it ornamental fish,
the faithful dog or the gentle cat — have been instrumental in enriching the lives of many
around the world.

In China and Japan, fish were being kept as ornamental additions to the aesthetic
surroundings, particularly as pool fish. Historical records show that the culture of colored
carp was quite widespread during the Sung Dynasty (960-1279), with the introduction of
ornamental fish to Japan around 1500. Goldfish were introduced to England between 1611
and 1691. From around 1730 onwards there was a steady stream of reported instances of
fish being kept, with the spread of the goldfish first into Holland then into Germany.

There are countless historical representations of pets as part of our daily lives. Think of the
chivalric knight's tomb with his dog at his feet as a symbol of fidelity, or the magnificent
medieval manuscripts filled with dogs, cats and birds. Throughout the ages, portraits of
royalty have depicted Kings and Queens with their favourite pets.

The ship’s cat on Captain Scott’s expedition to the South Pole in 1912 was the first of its
species to land and overwinter in Antartica. It had its own blanket, hammock and pillow.

No matter how it first developed, one thing is certain: the powerful bond between
people and their pet animals is entirely mutually beneficial. Simply watching a child
playing with a pet dog or cat, or an elderly person enjoying the companionship of an
animal underscores the mutual benefits and interdependence of the relationship. Indeed,
the relationship between humans and animals is far deeper and more rewarding than we

can ever imagine!
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BENEFITS TO HUMAN HEALTH

With training, pets can help their owners to lead a more normal life, as with the case of
guide dogs for the blind. Animals such as “hearing dogs” are trained to help deaf people
identify and react to specific signals such as the doorbell, fire alarm and telephone.

Assistance animals also fulfil many other invaluable roles, including working as sheep
and cattle dogs, as sniffer dogs used for detection of drugs, tracker dogs, mountain, sea
and avalanche rescue animals, and police dogs. It is interesting to talk to the handlers of
working animals and to learn that they are still regarded as pets, which have simply been

trained for specific purposes.

The coexistence and cohabitation of humans and pets has become an area of investigation
in which a growing number of psychologists, scientists, veterinary surgeons and doctors

around the world have become interested.

For example, scientists believe that the presence of a pet can lead to a
reduction in stress, a decrease in blood pressure and the lowering of
anxiety levels. Scientific studies have also shown that the chances of
recovery among heart patients who have pets are higher than those who
are not pet owners.

Tests have revealed that stroking dogs and cats can lower the blood
pressure and heart rate of the human. This may be related to the simple
fact that caring for certain pets introduces added responsibilities, such

as having to go out to exercise a dog, shopping and generally leading a
more active life. Pet owners have often confessed that it is the dog, which
makes them exercise. Walking the dog also leads to many conversations

and social interactions that might otherwise not have taken place.
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Some people feel that this is a very risky

move - developing new, foreign markets

that do not have proven business models in
the retail of aquarium and pet accessories.
Others have noticed the fluctuations in our
operating profit from quarter to quarter caused
by the incurrence of higher pre-operational
expenditure as a result of these investments.

What | can assure you is the Board has
deliberated over this new investment in
great detail, and we have come to one
conclusion — we either take the plunge now,
or risk losing our market leadership, or
worse still, languish in mediocrity!

If you will take a leaf from our corporate
history, you will realize that Qian Hu's
success today arose from the cinders of two
very painful business failures. Our success

today is really about taking calculated risks.

Our retail business adds an important link to
our total value chain and is crucial if Qian
Hu is to continue its revenue and profitability
growth to greater levels of achievement.

Financial Highlights

During the year in review, our Group
turnover dipped 3.2% to $65.5

million as a result of lower demand for
ornamental fish as well as aquarium and
pet accessories against a backdrop of
keen regional competition, namely in the
Singapore and Malaysia markets.

Our Group's net profit attributable to
shareholders dipped significantly by 76.8%
to $1.6 million for the full year as a result
of keen competition in Singapore and
Malaysia; inefficiency and relocation costs
incurred by our factory in Guangzhou and
the pre-operational expenses and initial
operating losses incurred by our new retail
chain stores in Shanghai, Nanjing, Kuala
Lumpur, Batu Pahat, Bangkok and Bandung.
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Awards

This year, we were again fortunate to
have won the Most Transparent Company
Awards for the fourth consecutive year — in
the Mainboard Small Caps category, as
well as runner-up in the Services/Utilities/
Agriculture category.

Qian Hu was also the first SME to win the
Singapore Quality Award which is given

to companies who satisfy the rigorous
assessments conducted by Spring Singapore
based on the quality of top management's
leadership, our planning procedures, and
effective use of data to drive business. Our
commitment to research and development,
particularly in the DNA coding of Dragon
Fish as well as technological breakthroughs
such as the development of the first
automated system for fish packing, were
also recognised.

Dividends

Our policy has always been, and will
always be, to declare a dividend when we
are reasonably profitable.

As we have already embarked on an
aggressive expansion initiatives since last
year, we would need to retain cash to meet
our investment requirements. As such,

the Board has decided not to declare any
dividends this year.

Business Prospects
Ornamental Fish

Based on our latest financial results, you
would notice that our ornamental fish
business continues to be an important core
activity, and the main profit contributor

of the Group. We assure you that we

will continue to export more fish to more
customers and countries around the world.
Dragon Fish continues to see surging
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demands particularly in China, Taiwan and
Japan. Our research collaboration with
Temasek Life Sciences Laboratory will help
in facilitating the increase in Dragon Fish
production in our farms in Singapore and
Malaysia to meet market demand.

Accessories

To capture more within the value chain,
we have doubled the capacity of our
Guangzhou factory in 2004 to meet
increasing demand for accessories from
regional subsidiaries within the Group,
as well as to attract more OEM business
from around the world. We expect to see
improvement in, both turnover and profit
in FY2005.

Retail Chain Stores

The process of professionalising a highly-
fragmented retail market by establishing

a retail chain offering better services, a
wider product range and a more visually-
stimulating shopping environment, will
take a longer gestation period to conclude
results. This is however, a crucial initiative
to enhance our market position and secure
our future growth potential.

We have every reason to believe that our
business expansion plans will serve us
well in the long term, albeit with a bit of
uncertainty in the short term. The future

of the Group indeed depends on how

we are able to create value in all of our
business segments, both front-end and
back-end. As we are very much a business
riding on the wave of increasing consumer
spending in Asia and the rest of the
world, our continued success will largely
depend on how we can tap on markets
with the potential for consumer spending,
as well as captive markets held by people
who truly look at pets as a long-term
commitment and lifestyle.
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Conclusion

In a nutshell, our export network of more
than 60 countries from our base of 5
countries, namely, Singapore, Malaysia,
Thailand, Indonesia and China, gives us
the market reach and the requisite variety
of ornamental fish that is required of any
global operations.

Meanwhile, our capabilities in breeding
high-quality Dragon Fish enhances our
ability to create high value products for a
fast growing economy such as China.

Our chain stores not only allows us to own
the end consumers but also provides us the
information about the latest trends in the
market. This in turn provides vital market
information for our factory in Guangzhou to
produce exactly what the market needs in
terms of aquarium and pet accessories.

As such, we expect our Group to remain
profitable in year 2005, despite possible
fluctuations in operating profit from quarter
to quarter.

Special Mentions

This has indeed been a very challenging
year for Qian Hu, and | have all of our
investors and shareholders to thank for
being so patient with us, and giving us time
to transform our business model so as to

build an enterprise that lasts.

All of us at Qian Hu have worked very hard
to make sure this business model works and
| would like to thank all of my colleagues

throughout the Group for their tireless effort.

My deep gratitude to my fellow Directors
for their notable contributions and advice,
as well as our customers, suppliers and
business associates.

Have a fantastic year ahead!

B

IR, RAENANTER, 232K,
Sk PEE, ZRE, BN feFnH EJh &t miBEid
ATMERBHOSHME, RINEBHEE
EMAAEHNE LT R EME ZTHER,
BFRESHL.

BB, HNBIREESRELERES, U
EH BE 71 4 — A~ 40 H E AR R BRI A 4K B T 37
EEMER .

HATHZEBUERUERMNEER T LIRE B
&, BRERMAIEN X TXATIHH R RHR
ITEBHER. XHREARMNST M T =4
BXRMH LR ERKRSRTHIEXES.

Fit, FA1HIZEEFE20055 REMBLURERIFIR
7, REBZENLEFETESTMEE,

Brigt

XHERFHRERRBELH—F, RROH
BRIGIERATRHZ 3 B A AR AR (X AE O B FIER AT
DEX—Y], FE TR EHE R S
KBITHRBEAET - REBRAL R L.

HAMFHE A Bt —E 5 N TIERFERIX
NEEENRBERESE RNEOEERAME
HIRI SR E3 S o BisY.

ot M BT A HL B 53 T4 H B SRRk R Y
Bogt, IR EEMNHmEE, HaEnalsE
SREIHLAE TR 7R R4t

JR 3% [6) 5B E T B — £F !

Kenny Yap “The Fish”
Executive Chairman & Managing Director
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Revenue earned

less: Purchase of goods

Gross value added from operations
Other operating income

Exchange (loss) gain

Share of losses of associates

Total value added

Distribution:

To employees in salaries and other related costs

To government in corporate and other taxes
To providers of capital:

- Interest paid on borrowings from bank
Retained for re-investment and future growth

- Depreciation and amortisation

- Accumulated profits

- Minority interest
Non-production cost and income:

- Bad debts and provision for doubtful debts

Total distribution

Productivity Data

Number of employees

Value added per employee ($'000)

Value added per $ of employment cost
Value added per $ sales

Value added per $ of investment in property,
plant and equipment

2003
$'000

67,680
(48,320)

19,360
202
280

19,842

7,954
1,872

221

1,739
7,016
754

286
19,842

2003

637
31
2.50
0.29
0.76
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For the year ($'000)

Turnover

Eamings Before Interests, Tax,
Depreciation and Amortisation
(EBITDA)

Net Profit Before Tax

Net Profit After Tax and
Minority Interest (PATMI)

Net Profit Margin (%)

At Year End ($'000)

Total Assets

Net Tangible Assets
Shareholders’ Funds

Total Liabilities

Cash and Cash Equivalent
Debt Equity Ratio (times)

Per Share

Earnings Per Share (cents)
Gross Dividend Per Share (cents)
Net Assets Value (cents)

Net Tangible Assets (cenfs)

Returns (%)
Return on Turnover
Refurn on Shareholders’ Equity

Return on Total Assets

2004

* after adjustment for bonus issue in 2004

2003 2002 2001 2000
67,680 62,693 41,249 33,903
11,514 10,041 5,647 5,179
9,554 8,588 4,373 4,081
7016 6,547 3,558 3,104
10.4% ~ 10.4% 8.6%  9.2%
57,246 43,736 35,315 22,781
39,870 28,138 17,135 13,556
40,731 28,226 17,233 13,807
16,515 15,510 10,347 7,985
4,124 7,821 1,335 3,231
0.45 0.56 0.60  0.65
555" 6.58 3.88 4.95

0.6 1.2 0.6 0.5
38.3 27.4 20.8 16.7
37.5 27.3 20.7 16.4
10.4%  10.4% 8.6%  9.2%
19.2%  23.5% 207% 22.6%
12.3%  15.0% 12.9% 13.6%




Growth Indicators
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Turnover bg Activities (Full year ended 31 December)

2003

49% Aquarium & Pet Accessories
10% Plastics
41% Ornamental Fish

Turnover by Geographical Regions (full year ended 31 December)

2004 '

42% Aquarium & Pet Accessories

11% Plastics
47% Ornamental Fish

oS

B 44% Singapore
9ap
56% Overseas

. g

W 34% Singapore
66% Overseas

Net Profit by Activities (full year ended 31 December)

48% Aquarium & Pet Accessories

2% Plastics
50% Ornamental Fish

Net Profit by Geographical Regions (full year ended 31 Decembe

8% Aquarium & Pet Accessories
6% Plastics
86% Ornamental Fish

B 45% Singapore
55% Overseas

B 42% Singapore
58% Overseas
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Corporate Information

Board of Directors

Kenny Yap Kim Lee

(Executive Chairman and Managing Director)

Alvin Yap Ah Seng
Andy Yap Ah Siong
Robson Lee Teck Leng
Chang Weng Leong
Tan Tow Ee

Lai Chin Yee
(appointed on 1 November 2004)

Company Secretaries

Lai Chin Yee

Yeoh Kar Choo Sharon
(appointed on 1 November 2004)

Audit Committee

Robson Lee Teck Leng (Chairman)
Chang Weng Leong
Tan Tow Ee

Nominating Committee

Tan Tow Ee (Chairman)
Robson Lee Teck Leng
Chang Weng Leong

Remuneration Committee

Chang Weng Leong (Chairman)
Robson Lee Teck Leng
Tan Tow Ee

Registered Office

No. 71 Jalan Lekar
Singapore 698950

Tel: (65) 6766 7087

Fax: (65) 6766 3995
Website: www.gianhu.com

Share Registrar

M & C Services Private Limited
138 Robinson Road

#17-00 The Corporate Office
Singapore 068906

Auditors

Ernst and Young

10 Collyer Quay
#21-01 Ocean Building
Singapore 049315

Partner-in-charge: Steven Phan Swee Kim
(since financial year ended 31 December 2000)

Principal Bankers

The Development Bank of Singapore Ltd
Overseas-Chinese Banking Corporation
Limited

HongKong & Shanghai Banking
Corporation Limited

Malayan Banking Berhard
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The Qian Hu Business Model

Qian Hu is uniquely positioned as

an integrated ornamental fish service
provider, providing a one-stop service for
domestic and international wholesalers,
retailers and consumers.

Qian Hu is not just a breeder,
distributor, manufacturer or retailer. The
fact of the matter is, we are all of the
above. Our business model hinges on
the 4 visions of growth:

1 Export of ornamental fish and
accessories

Singapg s W

Retaij

Domestic
Distribution

~

>

Export to
60 Countries

Conditioning for export

v

Export to
Subsidiaries

Fbrelgn‘

Retajyg

Retail Shops

2 Distribution of ornamental fish and
accessories

3 Manufacturing of aquarium and pet
accessories

4 Breeding of Dragon Fish

Each of our business segments are
integral links within our total value chain.

As our business model is exportable,
expandable and scalable, Qian Hu

is differentiated from the rest of the
competition in terms of its integrated
services, brand, distribution network,
manufacturing capabilities, and most
importantly, its quality, innovation and
service culture throughout the Group.

Farming of fish Quarantine Breeding.of
to marketable size Dragon Fish
Ty,
4
Import of X
500 species M
& varieties
. @ Asia
Qian Hu i,
L]
Business Model
2% é
Plastic bags
from our subsidiary
Tat Leng
T o
.—v&
)
L 8. f‘m
Pet Foods 19) “ﬂlk

I«H
& Accessories ®
- Pet Foods
- Aquarium Accessories
- Fish Food & Medicine
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Operating and Financial Review

Overview



To be the world’s Number 1 ornamental fish exporter

Qian Hu is the only ornamental fish company in the world to be able to export fish from 5
countries, namely Singapore, Thailand, Malaysia, Indonesia and China. The Group will continue
to export more fish to more customers and countries all over the world from these 5 countries, so
as to become the world number 1 exporter in time to come.

To expcmd “Qian Hu - The Pet chi|y” throughout Asia

Qian Hu is in a process of professionalizing a highly fragmented ornamental fish and aquarium
& pets accessories retail market by setfting up our retail chain stores throughout the region under
the name, “Qian Hu - The Pet Family”, which provide better services, a wider product range

in a visually-stimulating shopping environment, and thereby offering hobbyists and customers a
different and more enjoyable shopping experience. The Group has set up 10 stores in FY 2004,
with plans to expand to more than 100 stores within the next 5 years.

To be the top 3 manufacturers of aquarium accessories in China

The Group’s Guangzhou manufacturing base, which has more than doubled its production
capability by moving into a bigger factory in FY 2004, aims to emerge as one of the top 3
manufacturers in China for aquarium accessories.

To be the most profitable Dragon Fish breeder

Qian Hu's collaboration with Temasek Life Sciences Laboratory in researching the breeding
behaviour of Dragon Fish will enable to increase the production of Dragon Fish in the farms. This
will enhance the Group’s ability to ride the growth in demand for Dragon Fish and improve the
profitability for Dragon Fish sales.

World Hobbies
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Financial Performance
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TURNOVER

Turnover by business activities

Fish Accessories Plastics Total
$°000 2004 2003 2004 2003 2004 2003 2004 2003
1st Quarter 7,171 6,307 7,462 8,004 1,616 1,631 16,249 15,942

2nd Quarter 9,509 6,767 6,762 8,871 1,739 1,625 18,010 17,263
3rd Quarter 7,140 7,602 6,704 8,541 1,865 1,656 15,709 17,799
4th Quarter 7,360 6,790 6,379 8,230 1,785 1,656 15,524 16,676

Total 31,180 27,466 27,307 33,646 7,005 6,568 65,492 67,680

Turnover by geographical location

Singapore Overseas Total
$'000 2004 2003 2004 2003 2004 2003
1st Quarter 6,198 7,911 10,051 8,031 16,249 15,942
2nd Quarter 5278 7,902 12,732 9,361 18,010 17,263
3rd Quarter 5526 7,193 10,183 10,606 15,709 17,799
4th Quarter 4,434 6,735 11,000 9,941 15,524 16,676
Total 21,436 29,741 44,056 37,939 65,492 67,680

For the year ended 31 December 2004, the ornamental fish and accessories activities continued
to be the Group’s core activities, which together accounted for 89% of total turnover. The Group’s
turnover decreased by $2.2 million or 3.2% from $67.7 million for the year ended 31 December
2003 to $65.5 million for the year ended 31 December 2004.

Ornamental fish

Turnover from ornamental fish increased by 13.5% or $3.7 million from $27.4 million in FY 2003
to $31.1 million in FY 2004. The Group's overseas operations in Thailand and Malaysia (Kim
Kang Aquaculture Sdn Bhd), together with the newly acquired subsidiary, PT Qian Hu Aquarium
and Pets Indonesia, managed to expand their customer base and distribution network to achieve
higher turnover throughout the year. In addition, the Group exported ornamental fish to more
countries around the world from Singapore during the year.

The above increase, however, was partially offset by the reduction in the domestic demand of
ornamental fish as the local market was in the process of consolidation since the second half of
2003 as well as lower sales of ornamental fish recorded by our Malaysia fish division during

the year.

Accessories

The lower demand from the domestic and Malaysia market has also led to a reduction in
accessories sales locally and in the Malaysia subsidiary, which resulted in a dip in accessories
turnover by $6.3 million or 18.8% in FY 2004 as compared to FY 2003.

World Hobbies
33



2,465
377
480
187
683
443

2,414

19,637




The Group's operating expenses increased by 22.6% or $3.6 million, mainly due to increase in
staff cost, the largest expense component, by $1 million or 12.4% as a result of the increase in
headcount. In addition, there is an increase in promotion costs incurred in relation to the newly

set up retail chain stores throughout the region in FY 2004.

The increase in other expenses category is in line with the expansion of the Group’s operations
(including expenses incurred by new entities acquired during the year).

PROFITABILITY

Profit by business activities

) ) ) Unallocated
Fish Accessories Plastics corporate expenses  Total

$'000 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

st Quarter 985 617 658 1,411 104 60 (238) (388) 1,509 1,700
2nd Quarter 2,014 1,339 412 1,334 46 132  (430) (316) 2,042 2,489
3rd Quarter 585 1,472 (916) 1,278 84 33  (491) (277) (738) 2,506
4th Quarter 719 1,905 133 1,218 75 31  (253) (295) 674 2,859

Total 4,303 5333 287 5241 309 256 (1,412)(1,276) 3,487 9,554

The Group's operating profit decreased by $6.0 million or 63.5% to $3.5 million in FY 2004
as compared to $9.5 million in FY 2003. Profit after taxation decreased by 76.8% from $7.0
million for the year ended 31 December 2003 to approximately $1.6 million for the year ended
31 December 2004. Our fish business was the main profit contributor in FY 2004.

Ornamental fish

The Group's operating profit from the ornamental fish activities decreased by $1.0 million or
19.3% from $5.3 million in FY 2003 to $4.3 million in FY 2004 mainly due to a valuation
placed on our breeder stock (off-springs of existing brooder stocks) of approximately $1.5 million
in FY 2003. The gain arising from changes in fair value attributable to changes in breeder stock
amounted to $228K in FY 2004.

After taking the above into consideration, the ornamental fish profitability increased marginally

due to the difference in sales mix and the higher sales recorded.

Accessories

The significant reduction in profitability from the accessories activities by approximately $5
million or 94.5% in FY 2004 as compared to FY 2003 was due to:

- lower turnover recorded from the accessories business due to the lower demand from the domestic
and Malaysia market as these markets were in the process of consolidation since the second half
of 2003, coupled with a reduction in gross profit margin yielded due to keen competition

- losses incurred by the Guangzhou factory due to production inefficiency and down-time as a result
of its relocation to a new site and the continuous expansion in the first and second quarter of 2004

- write off of pre-operational costs and initial operating losses incurred by the retail chain stores set
up throughout the region during the year
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Cashflows and Liquidity
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overseas entities as well as for the expansion of production capacity in the Guangzhou factory
and the setting up retail chain stores throughout the region

Net cash generated from financing activities was mainly from the cash proceeds received from the
drawdown of bank loans granted by the financial institutions to finance the Guangzhou factory
expansion and the setting up of retail chain stores throughout the region.

The amount, however, is partially offset by loans repayment made to the minority shareholders
of subsidiaries and the settlement of finance lease obligations on a monthly basis, as well as the
payment of final dividend of $511K in April 2004.

INDEBTEDNESS

The amount of Group’s borrowings for the both financial years is as set out below:

2004 2003
$'000 $'000
Due within 1 year:
Bills payable to banks
- secured 395 -
- unsecured 894 1,950
Finance lease obligations 321 313
Short term bank loans (unsecured) 7,295 241
Long term bank loans, current portion (secured) 145 208
Bank overdraft (secured) - 103
9,050 2,815
Due after 1 year:
Finance lease obligations 437 651
Long term bank loans (secured) 1,046 933
1,483 1,584
Total Indebtedness 10,533 4,399
Debt-to-Equity ratio 0.60 0.45

The increase in bank term loans balances was due to additional bank borrowings obtained from
financial institutions to finance the Group's overseas expansion.

The unsecured shortterm bank loans are revolving bank loans which bore interest at rates
ranging from 3.13% to 3.94% (2003: 5.3%) per annum.

The secured long-term loans comprise:

- an 8-year bank loan of $1.1 million which bears interest at 7.9% (2003: 7.9%) per annum and is
repayable in 96 monthly instalments commencing July 2003; and

- a 7-year bank loan of $0.2 million which bears interest at 7.75% (2003: Nil) per annum and is
repayable in 84 instalments commencing January 2005.
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INVESTMENT RISK

The Group grows its businesses through organic growth of its existing activities, development
of new capabilities (e.g. setting up retail chain stores) and through acquisitions of operating
business entities. Investment activities are evaluated through performing of due diligence
exercise and are supported by external professionals’ advices. All business proposals are
reviewed by the Company’s Board of Directors and its senior management before obtaining
final Board approval.

INTEREST RATE RISK

The Group's cash balances are placed with reputable banks and financial institutions. Additional
financing are obtained through bank borrowings and finance lease arrangements. The Group's
policy is to obtain the most favourable interest rates available without increasing its foreign
currency exposure.

LIQUIDITY RISK

The objective of liquidity management is to ensure that the Group has sufficient funds to meet its
contractual and financial obligations. To manage liquidity risk, the Group monitors its net operating
cashflow and maintains a level of cash and cash equivalents deemed adequate by management for
working capital purposes so as to mitigate the effects of fluctuations in cash flows.

FOREIGN EXCHANGE RISK

The foreign exchange risk of the Group arises from sales, purchases and borrowings that are
denominated in foreign currencies. The currencies giving rise to this risk are primarily US dollar,
Euro and Japanese Yen.

The Group does not have any formal hedging policy against foreign exchange fluctuations.
However, the Group continuously monitor the exchange rates of the major currencies and enter into
hedging contracts with banks from time to time whenever the management detect any movements in
the respective exchange rates which may impact on the Group’s profitability.

Foreign currencies received are kept in foreign currencies accounts and are converted to the
respective measurement currencies of the group companies on a need-fo basis so as to minimise
the foreign exchange exposure.

CREDIT RISK

Credit risk is managed through the application of credit approvals, setfting credit limits and
monitoring procedures.

None of the customers or supplies contributes more than 5% of the Group's turnover and
purchases. It is the Group's policy to sell to a diversity of creditworthy customers so as to reduce
concentration of credit risk. Cash terms, advance payments are required for customers with
lower credit standing. Accordingly, the Group does not expect to incur material credit losses on
its risk management or other financial instruments.

DERIVATIVE FINANCIAL INSTRUMENT RISK

The Group does not hold or issue derivative financial instruments for trading purposes.
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suppliers, experts, hobbyist, etc where information is captured through forum, advertising,
posting, feedback form, sales enquiry, etc, and disseminated via internet applications, mass
email broadcast and VoiceXML application. With the SQA framework in place, CRM will be an
area for the Group to enhance and improve on continuously.

CAPITAL EXPENDITURE

In FY 2004, capital expenditure incurred for infrastructure and farm facilities in both the
Singapore and overseas entities amounted to $1.1 million. The expansion of the production
capacity in the Guangzhou factory and the setting up of retail chain stores throughout the
region have accounted for $0.7 million and $1.2 million of the capital expenditure for the
year respectively.

Bulk of the capital expenditure in FY 2005 will be for the setting up of retail chain stores in
China, Thailand, Malaysia, and Indonesia, in addition to the on going maintenance of the
Group's farms facilities.

EARNINGS PER SHARE (EPS)

The basic and diluted EPS for FY 2004 was 1.27 cents. Compared to FY 2003, both basic and
diluted EPS decreased by 4.31 cents and 4.28 cents respectively. The decrease is in line with
the lower profit after tax recorded in FY 2004 as compared to the previous year.

NET ASSET VALUE PER SHARE

The decrease in net asset value per share from 38.3 cents in FY 2003 to 33.1 cents in FY 2004
was as a result of the enlarged share capital of the Company due to bonus shares issued in
February 2004.

DIVIDEND

As the Group is still growing its operations, cash is needed for its expansion. On the other
hand, the Company would like to reward its supportive shareholders. Therefore, it has not set
a concrete dividend policy at present. The recommended dividend took into consideration the
Group's profit growth, cash position, positive cashflow generated from operations, tax credit
balances and the projected capital requirements for business expansion. Payment of dividends
is subject to the approval of the shareholders of the Company at the forthcoming Annual
General Meeting.

In 2003, a gross final dividend of 0.6 cents per ordinary share of $0.10 each was declared.

In addition, to express appreciation to loyal shareholders for their continuing support for the
Company, 1 bonus share for every 5 existing shares held in the Company was issued in February
2004. As the Group has, in FY 2004, embarked on an aggressive expansion initiatives, it
needs fo retain cash to meet its investment requirements, as such, there will not be any dividend
declared for the financial year ended 31 December 2004.
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Singopore

Kuala Lumpur, Malaysia
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Bangkek. Thailand
Beijing, China
Guangzhov, China
Shanghai, China
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Our Stakeholders

At Qian Hu, we have a number of
stakeholders who, in our opinion, are
absolutely crucial to the success of our Group:

- Our People who make things happen
- Our Customers whom we exist for

- Our Community & The Environment that
we are an integral part of

- Our Shareholders & Investors who place
their faith in us



Our people are the primary drivers of

growth, the very catalyst that makes the
Qian Hu brand tick. This is even more
crucial as we aim to be the world’s biggest
ornamental fish and pet services provider.
Whilst that may be a very tall order to
achieve, and definitely our most challenging
“Big Hairy Audacious Goal” (commonly
known as BHAG), it is truly our vision that
we strive to achieve.

This year, Qian Hu was awarded

the Singapore Quality Award which
underscores our unwavering commitment
towards achieving excellence throughout
the Group — particularly, in the way we
improve our customer focus, our efforts

to excel, to deliver quality throughout the
Qian Hu network, to encourage a culture of
excellence in all of our people.

The Qian Hu Work Culture

e A positive, supportive, fair environment

e Contributing staff are rewarded

e Staff who do not contribute are penalised
® Regular chill-out sessions

e Job enlargement and rotation

® Training

We continually emphasise the need for
continual learning and skills upgrading,
and maintaining a culture of transparency,
openness and innovation, backed by a
system of performance-based reward:s.

Through the 360-degree assessment

tool that gathers feedback regarding

the effectiveness of leadership, as well

as our Employee Opinion Survey (EOS)
which provides our staff the opportunity to
provide specific feedback, management
is able to ascertain whether our culture
of team playing, innovation and customer
focus is effective. Our senior managers
are always ready to listen to their
feedback and improve their leadership.



Our Customers

- g

Customers are the lifeblood of

any organisation. Our customers

— retail customers, ornamental fish
importers, accessories manufacturers

and distribu

s around the world

very c|&§e to them, and
ensuring that we continually to

exceed their expectations.

source for new va

of fish,
timely delive’y, prompfresponse
in processing orders, are of utmost

importance to our customers.

-

With the aggressive launch of Qian
Hu’s The Pet Family retail stores

in China, Thailand, Indonesia and
Malaysia this year, there is a growing
segment of customers who are
increasingly crucial to our business
success — the retail customers.

~$
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“All lives should be cherished
and treasured.”

Our public responsibility policy says it
all. We strive to preserve our natural
environment via our ISO-14001 certified
Environment Management System.
Throughout our farm, we recycle rain
water in order to reduce the burden on
our water resources. All waste or effluent
water are treated before being released
into the public waterways. Our staff are
trained to recycle plastic bags, styrofoam
and paper carton boxes, and even rubber
bands which we use daily in our activities.
Visitors to our farm are encouraged to
recycle beverage cans.

Our support for the underprivileged in
our community includes raising funds
for homes of the aged, and other
charities through our annual charity
fund raising event held in June 2004
at Parkway Parade. Our staff are
encouraged to participate in the dollar
for dollar contribution programme.

We also organise free farm visits to
underprivileged children.

We are very much aware of the plight

of endangered wildlife, and all of our
operations conform to the United Nations’
Convention on International Trade in
Endangered Species of Wild Fauna and
Flora (CITES).
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Excellence in corporate transparency and
governance are our top priorities. Since
our listing in 2000, we had set out to
trail-blaze the cause of greater corporate
transparency by being the first listed
company to record shareholders’ questions
and comments and to make available
our AGM minutes through our website,
www.gianhu.com, and the SGXNET.
Shareholders who are not able to attend
the AGM would also be able to channel

Best Managed Board Award (right)
(Special Mention)

November 2003

Awarded by Singapore Institute of Directors, Hewitt
Associates, The Business Times and Singapore
Business Federation

Business Excellence Singapore
Quality Award (left)

2004
Awarded by Spring Singapore

their questions or comments via fax, email or
through our automated telephone hotline.

One of the earliest to report our earnings
on a results basis, Qian Hu has continually
ensured that we remain accessible to the
media and investors. In 2000, we were
the first listed company to initiate the online
open forum on Shareinvestor.com so that
investors and shareholders were able to
gain a better understanding of our very
unique business and industry. In addition,
they can get regular updates through a
dedicated Investors Corner on our website
www.gianhu.com.




Qian Hu Story

In 1985, their pig farm was eradicated due
to the Government’s move to stem pollution
and free up more land for residential
development. At that point in time, Tik
Huay's three sons, Yap Peng Heng, Yap
Hock Huat and Yap Kim Choon joined the
family business. They converted the old

pig pens into concrete ponds and started
breeding guppies for the local fish exporters.
However, in 1989, during a heavy
thunderstorm, their entire stock of guppies
was washed away.

Having to start all over again, and with

a new name “Qian Hu” — which means a
thousand lakes in Chinese, Kenny and two of
his cousins, Alvin and Andy, were more than
ever determined to put their collective efforts
towards rebuilding Qian Hu.

Little did they realise, however, that they
were in for another setback.

After their failure in rearing guppies, they
went on to farm high-in loaches despite
knowing very little about this particular
variety of fish. In one fell swoop, their
entire stock of 4,000 loaches died. They
lost almost everything, except for their
resolve, mettle and drive to succeed. Since
then, however, they learnt from this lesson,
realising their mistake of not diversifying
risks, and not knowing enough about
their products. In fact, this lesson was so
valuable to them that the high-fin loach
became Qian Hu's mascot to serve as a
daily reminder of where they were, and
where they never wanted to be again.







The year 2000 not only marked the
beginning of the new millennium,

it was also the year that Qian Hu
Corporation Limited was listed on the
Singapore Exchange’s SESDAQ.

Its goal is to create shareholders’ value
by becoming a world-class ornamental
fish and accessories company, through
its spirit of innovation as well as product
and service quality. In just a year after
its initial public listing, Qian Hu was
honoured for its commitment towards
good corporate governance and
transparency when it was voted one of the
Most Transparent Companies (SESDAQ/
Small Caps — up to $100 million
category) by the Singapore Investors

Association (Singapore).

A joint venture company in Guangzhou,
Wan Jiang Technology Co Ltd, was
established in 2001 together with a
Taiwanese partner, to produce the Group's
proprietary brands of aquarium and pet
accessories as well as other third party
brands. These accessories were being
distributed throughout the Group’s regional
subsidiaries, and in other countries such
as Japan, Germany, United Kingdom and
beyond. Qian Hu subsequently increased

its stake in Wan Jiang, thus making it a

subsidiary of the Group.

In that same year, the Group set up a new
subsidiary in Thailand - Thai Qian Hu
Company Limited — which had received
approval from the country’s Board of
Investments to export and distribute

tropical fish.

2002 was an extremely eventful year

for Qian Hu as it was transferred to the
MainBoard of the Singapore Exchange in
November. Its corporate achievements
were also broad-based, such as one of the
Most Transparent Companies (SESDAQ/
Small Caps) by Singapore Investors
Association (Singapore) for the second
time running; Most Admired Company

on SESDAQ; highly commended for Best
Overall Investor Relations award by IR
Asia and Asian Wall Street Journal; first
runner-up in the Best Annual Report Award
(SESDAQ category) as well as being
among the top 3 “Best Small Companies”
in a poll organised by Asiamoney.

That was also the year that a new fish
division in Qian Hu (Malaysia) was set
up and a new associate company, Jin Jien
Hsing Enterprises Ltd, a distributor of pet
foods in Taiwan, joined the Group.
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Report on Corporate Governance

The Board of Directors and Management are committed to maintaining a high standard of
corporate governance by complying with the benchmark set by the Code of Corporate Governance
(the “Code”) issued by the Corporate Governance Committee in 2001. Good corporate
governance is an integral element of a sound corporation and enables a company to be more
transparent and forward-looking. In addition, sound corporate governance is an effective safeguard
against fraud and dubious financial engineering. This helps the Company create long- term value
and returns for the shareholders.

This report outlines the Company’s corporate governance processes and structures that were in place
throughout the financial year, with specific reference made to each of the principles of the Code.

(A) BOARD MATTERS

Board’s Conduct of its Affairs

Principle 1:  Every company should be headed by an effective Board to lead and control
the company.

The Board of Directors (the “Board”) comprises four executive directors and three independent
directors, all having the right core competencies and diversity of experience which enable them to
effectively contribute to the Company.

The primary function of the Board is to protect and enhance long-term value and returns for its
shareholders. Besides carrying out its statutory responsibilities, the Board oversees the formulation
of the Group’s overall long-term strategic objectives and directions; deliberates the Group’s annual
business and strafegic plans and monitors the achievement of the Group’s corporate objectives. It
also oversees the management of the Group’s business affairs and conducts periodic reviews of the

Group's financial controls, performance and resource allocation.

The Board’s approval is required for matters such as corporate restructuring, mergers and
acquisitions, major investments and divestments, material acquisitions and disposals of assets,
maijor corporate policies on key areas of operations, acceptances of bank facilities, the release
of the Group’s quarterly, half year and full year’s results and interested person transactions of a
material nature.

The full Board meets regularly on a quarterly basis and ad-hoc Board meetings are convened as
and when they are deemed necessary. In the course of the year under review, the number of board

meetings held and attended by each board member is as follows:

Number of Board

Name of director Meetings held Attendance
Kenny Yap Kim Lee (Chairman) 4 4
Alvin Yap Ah Seng 4 4
Andy Yap Ah Siong 4 4
Lai Chin Yee (appointed on 1 November 2004) 4 -
Robson Lee Teck Leng 4 4
Chang Weng Leong 4 4
Tan Tow Ee 4 4
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The composition of the Board is reviewed on an annual basis by a Nominating Committee to ensure
that the Board has the appropriate mix of expertise and experience, and collectively possess the
necessary core competencies for effective functioning and informed decision-making. Each director
has been appointed on the strength of his calibre, experience and stature and his potential to
contribute to the proper guidance of the Group and its business.

When a vacancy arises under any circumstance, or where it is considered that the Board would
benefit from the services of a new director with particular skills, the Committee, in consultation with
the Board, determines the selection criteria and selects candidates with the appropriate expertise
and experience for the position. The Board then nominates the most suitable candidate who is only
appointed to the Board by the Company.

The profiles of the directors are set out on pages 22 and 23 of this Annual Report. The Board
considers its current Board size appropriate for the nature and scope of the Group’s operations.

Chairman and Chief Executive Officer

Principle 3:  There should be a clear division of responsibilities at the top of the company
— the working of the Board and the executive responsibility of the company’s
business — which will ensure a balance of power and authority, such that no
one individual represents a considerable concentration of power.

The Board is of the view that it is in the best inferests of the Group to adopt a single leadership
structure, whereby the CEO and Chairman of the Board is the same person, so as to ensure that the
decision-making process of the Group would not be unnecessarily hindered.

The Group’s Executive Chairman and CEO, Mr Kenny Yap Kim Lee, plays an instrumental role in
developing the business of the Group and provides the Group with strong leadership and vision.
He is responsible for the day-to-day running of the Group as well as the exercise of control over the
quality, quantity and timeliness of information flow between the Board and Management. As the
Chairman and CEO, he also schedules Board meetings, oversees the preparation of the agenda for
Board meetings and ensures the Group's compliance with the Code.

All major decisions made by the Executive Chairman and CEO are reviewed by the Audit Committee.

His performance and appointment to the Board is reviewed periodically by the Nominating
Committee and his remuneration package is reviewed periodically by the Remuneration Committee.
Both the Nominating Committee and the Remuneration Committee comprise only of the independent
directors of the Company. As such, the Board believes that there are adequate safeguards in place
against an uneven concentration of power and authority in a single individual.

Board Membership

Principle 4:  There should be a formal and transparent process for the appointment of
new directors to the Board. As a principle of good corporate governance,
all directors should be required to submit themselves for re-nomination and
re-election at regular intervals.

The Board established the Nominating Committee in July 2002. The Nominating Committee
comprises the three independent directors of the Company, viz Mr Tan Tow Ee as the chairman, and
Mr Robson Lee Teck Leng and Mr Chang Weng Leong as members.
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The dates of initial appointment and last re-election of each director, together with their directorship in
listed companies are set out below:

Date of initial Date of last Directorships in
Name of director Appointment appointment  re-election listed companies
Kenny Yap Kim Lee Executive / 12 December Not applicable Qian Hu
Age: 39 non-independent 1998 Corporation Limited
Alvin Yap Ah Seng Executive / 12 December 10 March Qian Hu
Age: 39 non-independent 1998 2004 Corporation Limited
Andy Yap Ah Siong  Executive / 12 December 10 March Qian Hu
Age: 38 non-independent 1998 2004 Corporation Limited
Lai Chin Yee Executive / 1 November  appointed in  Qian Hu
Age: 39 non-independent 2004 2004 Corporation Limited
Robson Lee Teck Leng  Non-executive /18 October 18 March Qian Hu
Age: 36 independent 2000 2003 Corporation Limited
Sim Lian Group Limited World Hobbies
Serial System Limited
Best World 57

International Limited

Youcan Foods
International Limited

Chang Weng leong  Non-executive /18 October 18 March Qian Hu
Age: 42 independent 2000 2003 Corporation Limited
Tan Tow Ee Non-executive /1 May 18 March Qian Hu
Age: 42 independent 2002 2003 Corporation Limited

The shareholdings of the individual directors of the Company are set out on page 66 of this Directors’
Report. None of the directors hold shares in the subsidiaries of the Company.

Board Performance

Principle 5:  There should be a formal assessment of the effectiveness of the Board as a
whole and the contribution by each director to the effectiveness of the Board.

The Board performance is ultimately reflected in the performance of the Group. The Board should
ensure compliance with the applicable laws and the Board members should act in good faith, with
due diligence and care in the best interests of the Company and its shareholders.

The Nominating Committee has established a process for assessing the effectiveness of the Board as a
whole and for assessing the contribution of each individual director. It considers a set of quantitative
and qualitative performance criteria in evaluating the Board’s performance which has remained
unchanged from the previous year. The performance criteria for the Board evaluation includes an
evaluation of the size and composition of the Board, the Board's access to information, accountability,
Board processes, Board performance in relation to discharging its principal responsibilities in terms of
the financial indicators as set out in the Code.

The Board and the Nominating Committee have, with its best effort, ensured that directors appointed
to the Board possess the background, experience, knowledge in business, finance and management
skills critical to the Group's business. It has also ensured that each director, with his special
contributions, brings to the Board an independent and objective perspective to enable balanced and
well-considered decisions to be made.






The Remuneration Committee oversees and approves recommendations on executives’ remuneration
and development in the Company, with the aim of building capable and committed management
teams through competitive compensation and focused management and progressive policies. The
review covers all aspects of remuneration, including but not limited to directors’ fees, salaries,
allowances, bonuses, share options, and benefits-in-kind. The Committee's recommendations are
made in consultation with the Chairman of the Board and submitted for endorsement by the entire
Board. No director is involved in deciding his own remuneration.

Level and Mix of Remuneration

Principle 8:  The level of remuneration should be appropriate to attract, retain and
motivate the directors needed to run the company successfully but
companies should avoid paying more for this purpose. A proportion of
the remuneration, especially that of executive directors, should be linked to

performance. World Hobbies

In setting remuneration packages, the Company takes into account pay and employment conditions 59
within the same industry and in comparable companies, as well as the Group's relative performance
and the performance of individual directors.

The independent directors receive directors’ fees, in accordance with their contributions, taking into
account factors such as effort and time spent, responsibilities of the directors and the need to pay
competitive fees to attract, motivate and retain the directors. Directors’ fees are recommended by the
Board for approval at the Company’s AGM.

The executive directors do not receive directors’ fees. The remuneration for the executive directors
and the key senior executives comprise a basic salary component and a variable component

which is the annual bonus, based on the performance of the Group as a whole and their individual
performance. The service contracts entered info with three executive directors, namely Mr Kenny Yap
Kim Lee, Mr Alvin Yap Ah Seng and Mr Andy Yap Ah Siong, were renewed on 1 January 2004 for a
period of three years. The service contracts provide for termination by either the executive director or
the Company upon giving written notice of not less than six months.

The annual reviews of the compensation of directors are carried out by the Remuneration Committee
to ensure that the remuneration of the executive directors and senior management is commensurate
with their performance, giving due regard to the financial and commercial health and business
needs of the Group. The performance of the CEO (together with other senior executives) is reviewed
periodically by the Remuneration Committee and the full Board.

The Remuneration Committee also administers the Qian Hu PostPO Employees' Share Option
Scheme (the "ESOS") which was implemented on 8 November 2000 as a share incentive scheme.
None of the the controlling shareholders of the Company is entitled to participate in the ESOS. Details
of the ESOS are set out in the Directors’ Report on pages 67 to 70.

Disclosure on Remuneration

Principle 9:  Each company should provide clear disclosure of its remuneration policy,
level and mix of remuneration, and the procedure for setting remuneration, in
the company’s annual report.






The Management currently provides the Board with a continual flow of relevant information on a
timely basis in order that it may effectively discharge its duties. On a monthly basis, Board members
are provided with up-to-date financial reports and other information on the Group’s performance for
effective decision making.

Audit Committee

Principle 11: The Board should establish an Audit Committee with written terms of
reference which clearly set out its authority and duties.

The Audit Committee, chaired by Mr Robson Lee Teck Leng, was established in October 2000.

All three members are independent directors of the Company, who bring with them invaluable
managerial and professional expertise in the financial, legal and business management spheres. The
Audit Committee meets regularly with the Group's external and internal auditors and its executive
management to review accounting, auditing and financial reporting matters so as to ensure that an
effective system of control is maintained in the Group.

The Audit Committee also monitors proposed changes in accounting policies, reviews the internal
audit functions and discusses the accounting implications of major transactions. In addition, the
Committee advises the Board regarding the adequacy of the Group’s internal controls and the
contents and presentation of its reports.

Specifically, the Audit Committee:

reviews the audit plans and scope of audit examination of the internal and external auditors
and evaluates their overall effectiveness through regular meetings with each group of auditors;

reviews the adequacy of the internal audit function;

determines that no restrictions are being placed by Management upon the work of the internal
and external auditors;

evaluates the adequacy of the internal control systems of the Group by reviewing written
reports from the internal and external auditors, and Management's responses and actions to
correct any deficiencies;

evaluates the adherence to the Group’s administrative, operating and internal accounting controls;

reviews the annual and quarterly financial statements and announcements to shareholders
before submission to the Board for adoption;

ensures the nature and extent of non-audit services provided by external auditors would not
affect their independence as external auditors of the Company;

reviews interested person transactions to ensure that they are on normal commercial terms and
not prejudicial to the interests of the Company or its shareholders; and

considers other matters as requested by the Board.

The Audit Committee is authorised to investigate any matter within its terms of reference, and has full
access to the Management and resources which are necessary to enable it to discharge its functions
properly. It also has full discretion to invite any executive director or executive officer to attend its
meetings. Annually, the Audit Committee meets with the internal auditors and the external auditors
separately, without the presence of the Management, to discuss the reasonableness of the financial
reporting process, to review the adequacy of audit arrangements with particular emphasis on the
observations and recommendations of the auditors, the scope and quality of their audits and the
independence and obijectivity of the auditors.
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(D) COMMUNICATION WITH SHAREHOLDERS

Communication with Shareholders

Principle 14: Companies should engage in regular, effective and fair communication with
shareholders.

Greater Shareholder Participation

Principle 15: Companies should encourage greater shareholder participation at AGMs,
and allow shareholders the opportunity to communicate their views on
various matters affecting the company.

The Company does not practise selective disclosure. In line with the continuous disclosure obligations
of the Company pursuant to the Singapore Exchange Listing Rules and the Singapore Companies Act,
the Board’s policy is that all shareholders should be informed regularly and on a timely basis of all
major developments that impact the Group.

Pertinent information is communicated to shareholders on a regular and timely basis through:

¢ the Company’s annual reports that are prepared and issued to all shareholders. The Board
makes every effort to ensure that the annual report includes all relevant information about the
Group, including future developments and other disclosures required by the Companies Act and
the Singapore Financial Reporting Standards;

e quarterly financial statements containing a summary of the financial information and affairs of
the Group for the period. These are published on the SGXNET (formerly known as MASNET)

and in news releases;
* notices of and explanatory memoranda for AGMs and extraordinary general meetings;
e press and analyst briefings for the Group's half-year and full-year results as well as other
briefings, as appropriate;
e press releases on major developments of the Group;
e disclosures to the Singapore Exchange; and
e the Group’s website at www.gianhu.com from which shareholders can access information on
the Group. The website provides, inter alia, corporate announcements, press releases, annual
reports, and profiles of the Group.
In addition, shareholders are encouraged to attend the AGM to ensure a greater level of
shareholder participation and for them to be kept up to date as to the Group's strategies and
goals. The notice of the AGM is despatched to shareholders, together with explanatory notes or
a circular on items of special business, at least 14 working days before the meeting. Each item of
special business included in the notice of the meeting is accompanied, where appropriate, by an
explanation for the proposed resolution.

The Board views the AGM as the principal forum for dialogue with shareholders, being an
opportunity for shareholders to raise issues and ask the directors or Management questions

regarding the Company and its operations. In the AGMs held during the past two years, the Board
developed several channels, such as the Group’s website, an automated hotline, email or fax, for

the shareholders, who are not able to attend the AGM, to contribute their feedback and inputs.
Questions received are answered during the AGM and the AGM minutes are posted onto the Group’s
website and on SGXNET (formerly known as MASNET) after the meeting.
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DIRECTORS’ REPORT

The directors are pleased to present their report to the members together with the audited financial statements of
Qian Hu Corporation Limited (the “Company”) and the consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the financial year ended 31 December 2004.

Directors
The directors of the Company in office at the date of this report are as follows:

Kenny Yap Kim Lee

Alvin Yap Ah Seng

Andy Yap Ah Siong

Robson Lee Teck Leng

Chang Weng Leong

Tan Tow Ee

Lai Chin Yee (appointed on 1T November 2004)

Arrangements to enable directors to acquire shares or debentures

Neither at the end of nor at any time during the financial year was the Company a party to any arrangement whose
object was to enable the directors of the Company to acquire benefits by means of the acquisition of shares or

debentures of the Company or any other body corporate.

Directors’ interests in shares or debentures

According to the register kept by the Company for the purposes of Section 164 of the Singapore Companies Act,
Cap. 50, particulars of interest of the directors who held office at the end of the financial year in the shares or

debentures of the Company and related corporations were as follows:

Direct interest Deemed interest
1 January 1 January
2004/ 2004/
date of 31 December 11 January date of 31 December 11 January
appointment 2004 2005 appointment 2004 2005
The Company
Ordinary shares of
$0.10 each fully paid
Kenny Yap Kim Lee * 4,697,605 5,637,126 5,637,126 - - -
Alvin Yap Ah Seng *5,191,560 6,229,872 6,229,872 33,000 39,600 39,600
Andy Yap Ah Siong *5,191,560 6,229,872 6,229,872 148,500 178,200 178,200
Robson Lee Teck Leng 33,000 6,600 6,600 - - -
Chang Weng Leong 33,000 39,600 39,600 - - -
Tan Tow Ee 100,000 10,000 10,000 100,000 120,000 120,000
Lai Chin Yee 80,400 80,400 80,400 - - -

* Include 700,000 ordinary shares under nominee name.



Directors’ interests in shares or debentures (cont’d)

The Singapore Exchange Listing Manual requires a company to provide a statement as at the 21st day after the end of
the financial year, showing the direct and deemed interests of each director of the company in the share capital of the
company. As the Directors’ Report of the Company is dated 12 January 2005, the Company is unable to comply with
the 21 days’ requirement. However, for the purpose of best practice, the Company has disclosed the direct and
deemed interests of each director of the Company at the last business trading day before the date of the Directors’
Report.

Directors’ contractual benefits

Except as disclosed in the financial statements, since the end of the previous financial year, no director of the Company
has received or become entitled to receive a benefit by reason of a contract made by the Company or a related
corporation with the director, or with a firm of which the director is @ member, or with a company in which the director

has a substantial financial interest.

Share options
(@) Qian Hu Pre-IPO Employees’ Share Option Scheme (the “Pre-IPO Scheme”)

The Pre-IPO Scheme was approved and adopted at the Company’s Extraordinary General Meeting held on 9 October
2000 to enable eligible employees of the Group, other than directors and controlling shareholders of the Company, to
participate in the equity of the Company.

The Pre-IPO Scheme is administered by the Pre-IPO Option Committee, consisting of an executive director and non-

executive directors of the Company as follows:

(i) Kenny Yap Kim Lee
(i) Chang Weng Leong
(i) Robson Lee Teck Leng

On 25 October 2000, the following 3,332,000 options were granted to 93 employees of the Group to subscribe for
ordinary shares of the Company of $0.10 each af an exercise price of $0.24 per share (“Pre-IPO options”). Of this
amount, 506,000 shares were granted to 10 employees of the Group who are immediate family members of certain

directors of the Company.

No. of
No. of Exercise shares
Option category holders Exercise period price under option
(per share)
Grade C 41 8/11/2000 - 24/10/2010 24 cents 506,000
(Entry and mid-level)
Crade B 34 8/11/2001 - 24/10/2010 24 cents 1,482,000
(Manager)
Grade A 18 8/11/2001 - 24/10/2010 24 cents 1,344,000

(Senior Manager)

93 3,332,000
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Share options (cont’d)

The options granted to associates of the Company’s controlling shareholders under the Pre-IPO Scheme are as

follows:
Aggregate Aggregate options Aggregate
options granted exercised/cancelled options
Options granted  since commencement since commencement outstanding
during the financial of scheme to end of scheme to end as at end of
Name of participant year under review of financial year of financial year financial year
Yeo Bee Choo - 76,000 (76,000) -
Liu Gim Hong - 76,000 (76,000) -
Tan Ah Moi - 46,000 (46,000) -
Ng Ah Pun - 14,000 (14,000) -
Yap Hey Cha - 12,000 (12,000) -
Lim Lee Seng - 12,000 (12,000) -
Yap Ah Hoi - 42,000 (42,000) -
Yap Ai Choo - 76,000 (76,000) -
Yap Ai Tin - 76,000 (76,000) -
Yap Saw Chin - 76,000 (76,000) -
- 506,000 (506,000) -

In respect of options granted to employees of related corporations, no options were granted during the financial year
and a total of 865,000 options were granted from the commencement of the Pre-IPO Scheme to the end of the
financial year, of which 110,000 options were cancelled due to resignation of employees.

Options Granted

No participant has received 5% or more of the total number of options available under the Pre-IPO Scheme. There
were no options granted under the Pre-IPO Scheme during the financial year.

The options granted by the Company do not entitle the holders of the options, by virtue of such holdings, to any right
to participate in any share issue of any other company.
Issue of Shares Under Options

During the financial year, there were 228,000 ordinary shares issued pursuant to the exercise of the Pre-IPO options.

Unissued Shares Under Options

At the end of the financial year, there were no unissued ordinary shares of the Company under options granted.

The movements of share options outstanding are disclosed in Note 31 to the financial statements.



Share options (cont’d)

(b) Qian Hu Post-IPO Employees’ Share Option Scheme (the “Post-IPO Scheme”)

The Post-IPO Scheme was approved and adopted at the Company’s Extraordinary General Meeting held on 9
October 2000 to enable eligible employees of the Group, other than directors and controlling shareholders of the

Company including their associates, to participate in the equity of the Company.

The Post-IPO Scheme is administered by the Post-IPO Option Committee, consisting of non-executive directors of the
Company as follows:

(1) Chang Weng Leong

(i) Robson Lee Teck Leng

(i) Tan Tow Ee

At an Extraordinary General Meeting held on 19 February 2002, the following modifications to the Post-IPO Scheme

were approved by the shareholders of the Company:

(@) The Post-IPO Scheme will be extended to include the participation of associates of controlling shareholders.

Such associates must be confirmed full-time employees.

(b)  The exercise price of the Post-IPO options will be set at a discount of 20% to the prevailing market price of the
shares. The associates of controlling shareholders will be entitled to the same rate of discount to the market
price of the shares as other employees who are selected by the Committee to receive discounted options.

Size of Plan

The total number of new shares over which options may be granted pursuant to the Post-IPO Scheme shall not exceed
10% of the issued share capital of the Company on the day immediately preceding the offer date of the options
("Offer Date”).

Grant of Option

Options may be granted from time to time during the period when the Post-IPO Scheme is in force, except that option
shall only be granted on or after third market day on which an announcement on any matter involving unpublishing
price sensitive information is released.

Acceptance of Option

The grant of an option shall be accepted within 30 days from the Offer Date and accompanied by payment to the
Company of a nominal consideration of $1.

Exercise period

The exercise period of an option granted at a discount of 20% to the prevailing market price of the shares commences
after two years from the Offer Date.
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Share options (cont’d)

The options granted to associates of the Company’s controlling shareholders under the Post-IPO Scheme are as

follows:
Aggregate Aggregate options Aggregate
options granted exercised/cancelled options
Options granted  since commencement since commencement outstanding
during the financial of scheme to end of scheme to end as at end of
Name of participant year under review of financial year of financial year financial year
Yap Ai Tin - 40,000 - 40,000
Yap Saw Chin - 40,000 - 40,000
Yap Ai Choo - 40,000 - 40,000
Tan Ah Moi - 20,000 - 20,000
Ng Ah Pun - 10,000 - 10,000
Qian Hu 2004 Lim Lee Seng - 10,000 - 10,000
70
- 160,000 - 160,000

In respect of options granted to employees of related corporations, no options were granted during the financial year
and a total of 425,000 options were granted from the commencement of the Post-IPO Scheme to the end of the
financial year, of which 55,000 options were cancelled due to resignation of employees.

Options Granted

No participant has received 5% or more of the total number of options available under the Post-IPO Scheme. There

were no options granted under the Post-IPO Scheme during the financial year.

The options granted by the Company do not entitle the holders of the options, by virtue of such holdings, to any right
to participate in any share issue of any other company.

Issue of Shares Under Options

During the financial year, no shares were issued pursuant to the exercise of the Post-IPO options.

Unissued Shares Under Options

At the end of the financial year, there were 1,338,000 unissued ordinary shares of the Company under options
granted, exercisable at $0.59 per share from 1 August 2004 to 31 July 2012, unless any of the share option is
cancelled or has lapsed. The movements of share options outstanding are disclosed in Note 31 to the financial
statements.

Except for the above, no other options to take up unissued shares of the Company or its subsidiaries were granted and
no shares were issued by virtue of the exercise of options to take up unissued shares of the Company or its
subsidiaries. No other options to take up unissued shares in the Company or its subsidiaries were outstanding as at
the end of the financial year.



Audit committee

The Audit Committee performed the functions specified in the Companies Act. The functions performed are detailed
in the Report on Corporate Governance.

Auditors

Ernst & Young have expressed their willingness to accept re-appointment as auditors of the Company.

On behalf of the Board of Directors Financial Statements
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Kenny Yap Kim Lee

Director

Alvin Yap Ah Seng

Director

Singapore
12 January 2005
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STATEMENT B8Y DIRECTORS

We, Kenny Yap Kim Lee and Alvin Yap Ah Seng, being two of the directors of Qian Hu Corporation Limited, do hereby
state that, in the opinion of the directors,

() the accompanying balance sheets, profit and loss accounts, statements of changes in equity and consolidated
statement of cash flows together with notes thereto, set out on pages 74 to 125 are drawn up so as to give a
true and fair view of the state of affairs of the Company and of the Group as at 31 December 2004 and of the
results of the business, changes in equity of the Company and of the Group and cash flows of the Group for the
financial year then ended, and

(i) ot the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its
debts as and when they fall due.

On behalf of the Board of Directors

Kenny Yap Kim Lee

Director

Alvin Yap Ah Seng

Director

Singapore
12 January 2005



AUDITORS’ REPORT

to the members of Qian Hu Corporation Limited

We have audited the accompanying financial statements of Qian Hu Corporation Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 74 to 125 for the year ended 31 December 2004. These financial
statements are the responsibility of the Company’s directors. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by the Directors, as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion,

(@)  the financial statements of the Company and of the Group are properly drawn up in accordance with the
provisions of the Singapore Companies Act, Cap. 50 (the “Act”) and Singapore Financial Reporting Standards so
as to give a true and fair view of the state of affairs of the Company and of the Group as at 31 December
2004, the results and changes in equity of the Company and of the Group and cash flows of the Group for the
financial year ended on that date; and

(b)  the accounting and other records required by the Act to be kept by the Company and by the subsidiary
incorporated in Singapore of which we are the auditors have been properly kept in accordance with the
provisions of the Act.

ERNST & YOUNG

Certified Public Accountants

Singapore
12 January 2005
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BALANCE SHEETS

as at 31 December 2004

(In Singapore dollars)

ASSETS LESS LIABILITIES

Non-current assets
Property, plant and equipment
Brooder stocks
Investments in subsidiaries
Investments in associates
Quoted equity investment, at cost
(market value: $8,586 : 2003: $5,311)
Intangible assets

Land use rights

Current assets

Inventories

Breeder stocks

Trade receivables

Other receivables, deposits and prepayments
Due from

- subsidiaries (trade)

- subsidiaries (non-trade)

- associates (trade)

Fixed deposits

Cash and bank balances

Note

o O AW

10
11
12

13
14
15

Group Company
2004 2003 2004 2003
$ $ $ $
14,060,956 12,897,075 3,565,915 4,173,300
6,926,116 7,337,702 1,313,550 1,342,740
- - 9,347,890 8,975,428
- 66,444 28,722 28,722
3,564 3,729 - -
1,845,309 861,109 103,434 78,695
- 89,814 - -
19,909,846 14,722,453 5,211,774 4,634,226
1,721,800 1,493,690 245,800 188,000
13,674,424 13,120,593 6,685,375 6,886,499
1,792,476 1,764,739 280,184 269,312
- - 15,196,986 9,572,643
- - 3,130,522 1,532,154
794,471 662,105 563,627 636,625
23,046 101,594 23,046 23,046
4,129,912 4,125,387 2,558,016 2,809,258
42,045,975 35,990,561 33,895,330 26,551,763




Current liabilities

Trade payables

Bills payable to banks

Other payables and accruals

Due to

- subsidiaries (trade)

- minority shareholders of subsidiaries
(non-trade)

Finance lease obligations

Bank term loans

Provision for taxation

Bank overdraft (secured)

Net current assets

Non-current liabilities
Finance lease obligations
Bank term loans

Deferred taxation

EQUITY

Share capital

Reserves

Minority interests

Note

16
17

13
18
19

18
19
27

20
21

Group Company
2004 2003 2004 2003
$ $ $ $
4,182,423 4,347,183 2,020,268 2,644,882
1,289,428 1,950,423 893,716 1,950,423
2,899,111 3,179,832 2,297,535 2,118,227
- - 80,716 112,352
2,736,847 2,539,592 1,270,456 1,064,079
320,703 313,327 133,555 161,336
7,440,082 449,404 7,295,000 -
973,479 1,077,331 361,678 995,480
- 102,613 - -
19,842,073 13,959,705 14,352,924 9,046,779
22,203,902 22,030,856 19,542,406 17,504,984
(436,572) (650,803) (217,610) (378,113)
(1,045,891) (932,834) - -
(1,167,439) (971,800) (235,000) (258,000)
42,389,945 40,731,292 33,449,307 31,467,756
12,821,124 10,626,847 12,821,124 10,626,847
24,808,117 25,924,237 20,628,183 20,840,909
37,629,241 36,551,084 33,449,307 31,467,756
4,760,704 4,180,208 - -
42,389,945 40,731,292 33,449,307 31,467,756

The accounting policies and explanatory notes on pages 82 to 125 form an integral part of the financial statements.
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PROFIT AND LOSS ACCOUNTS

for the year ended 31 December 2004

(In Singapore dollars)

Turnover

Cost of sales

Gross profit

Other operating income

Selling and distribution expenses
General and administrative expenses
Profit from operations

Financial expenses

Financial income

Share of losses of associates

Profit before taxation

Taxation

Minority interests

Net profit attributable
to Members of the Company

Earnings per share (cents)

Basic
Diluted

Note

22

23

26

26

27

Group Company

2004 2003 2004 2003

$ $ $ $
65,492,022 67,679,769 39,178,278 47,226,715
(42,538,363) (42,311,980) (27,237,447) (32,174,475)
22,953,659 25,367,789 11,940,837 15,052,240
170,382 202,146 215,923 143,546
(2,465,192) (1,829,000) (990,902) (820,779)
(16,793,959) (13,973,213) (8,525,280) (8,591,440)
3,864,890 9,767,722 2,640,578 5,783,567
(379,607) (221,467) (244,428) (140,503)
2,916 7,396 - 478
3,488,199 9,553,651 2,396,150 5,643,542
(66,444) - - -
3,421,755 9,553,651 2,396,150 5,643,542
(1,212,196) (1,784,348) (357,000) (930,000)
2,209,559 7,769,303 2,039,150 4,713,542
(582,277) (753,530) - -
1,627,282 7,015,773 2,039,150 4,713,542

.27 5.58
.27 5.55

The accounting policies and explanatory notes on pages 82 to 125 form an integral part of the financial statements.



STATEMENTS OF CHANGES IN EQUITY

for the year ended 31 December 2004

(In Singapore dollars)

Group

Balance as at 1 January 2003
Currency translation differences

Net profit for the year

Dividends (Note 28)

Issue of new shares

Balance as at 31 December 2003

Currency translation differences

Net profit for the year

Dividends (Note 28)

Issue of new shares

Bonus issue of shares via capitalisation
of share premium account

Balance as at 31 December 2004

Company

Balance as at 1 January 2003
Net profit for the year

Dividends (Note 28)

Issue of new shares

Balance as at 31 December 2003
Net profit for the year
Dividends (Note 28)
Issue of new shares
Bonus issue of shares via capitalisation
of share premium account

Balance as at 31 December 2004

Share Share Revenue  Translation
capital premium reserve reserve Total
$ $ $ $ $
10,297,070 4,714,984 12,777,602 87,758 27,877,414
- - - (274,061) (274,061)
- - 7,015,773 - 7,015,773
- - (964,620) - (964,620)
329,777 2,566,801 - - 2,896,578
10,626,847 7,281,785 18,828,755 (186,303) 36,551,084
- - - (491,526) (491,526)
- - 1,627,282 - 1,627,282
- - (511,183) - (511,183)
64,348 389,236 - - 453,584
2,129,929  (2,129,929) - - -
12,821,124 5,541,092 19,944,854 (677,829) 37,629,241
Share Share Revenue
capital premium reserve Total
$ $ $ $
10,297,070 4,714,984 9,810,202 24,822,256
- - 4,713,542 4,713,542
- - (964,620) (964,620)
329,777 2,566,801 - 2,896,578
10,626,847 7,281,785 13,559,124 31,467,756
- - 2,039,150 2,039,150
- - (511,183) (511,183)
64,348 389,236 - 453,584
2,129,929  (2,129,929) - -
12,821,124 5,541,092 15,087,091 33,449,307

The accounting policies and explanatory notes on pages 82 to 125 form an integral part of the financial statements.
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CONSOLIDATED STATEMENT OF CASH

for the year ended 31 December 2004

(In Singapore dollars)

FLOWS

2004 2003
$ $
Cash flows from operating activities
Profit before taxation and minority interests 3,421,755 9,553,651
Adjustments for:
Bad trade receivables written off 15,463 -
Depreciation of
- property, plant and equipment 1,936,165 1,563,432
- brooder stocks 146,322 90,467
Property, plant and equipment written off - 13,113
Loss (gain) on disposal of
- property, plant and equipment 2,384 (34,963)
- land use rights - (9,090)
- a subsidiary 55,221 -
. Gain arising from changes in fair values less estimated
Qian Hu 2004 point-of-sale costs attributable to physical changes of breeder stocks (228,110) (1,493,690)
78 Amortisation of
- trademarks/customer acquisition costs and product listing fees 56,778 42,415
- goodwill on consolidation 91,000 40,795
- land use rights 328 1,966
Provision for
- doubtful trade receivables 384,659 285,759
- due from associates 80,000 -
Provision for doubtful non-trade receivables written back (6,179) -
Share of losses of associates 66,444 -
Interest expense 379,607 221,467
Interest income (2,916) (7,396)
Net effect of exchange differences (21,556) (50,306)
Operating profit before working capital changes 6,377,365 10,217,620
(Increase) decrease in:
Inventories (5,465,481) (1,383,128)
Trade receivables (1,143,407) (742,624)
Other receivables, deposits and prepayments (93,083) (963,952)
Due from associates (trade) (213,493) (255,653)
Increase (decrease) in:
Trade payables (198,348) (2,298,354)
Bills payable to banks (660,995) (1,254,457)
Other payables and accruals (259,652) (164,852)
Cash (used in) generated from operations (1,657,094) 3,154,600
Payment of income tax (1,110,061) (1,945,697)
Interest paid (353,03¢) (221,467)
Net cash (used in) generated from operating activities (3,120,191) 987,436




Cash flows from investing activities

Purchase of property, plant and equipment (Note 3)

Proceeds from disposal of

- property, plant and equipment

- land use rights

Payment for tfrademarks/customer acquisition costs and product listing fees
Investment in an associate

Acquisition of subsidiaries, net of cash and cash equivalents (Note A)
Disposal of a subsidiary, net of cash and cash equivalents (Note B)

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issuance of new shares (net)
Drawdown of

- bank term loans

- loan from minority shareholders of subsidiaries
Repayment of

- finance lease obligations

- bank term loans

- loan from minority shareholders of subsidiaries
Payment of dividends to shareholders

Interest received

Net cash generated from (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note C)

2004 2003
$ $
(2,852,794) (1,477,005)
364,341 496,479
89,487 127,200
(77,335) (38,105)

- (66,444)
(718,805) (2,711,138)
332,279 -
(2,862,827) (3,669,013)
54,720 89,760
7,589,066 1,430,088
204,389 29,672
(355,650) (496,260)
(425,565) (47,850)
(547,085) (1,062,928)
(511,183) (964,620)
2,916 7,396
6,011,608 (1,014,742)
28,590 (3,696,319)
4,124,368 7,820,687
4,152,958 4,124,368
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CONSOLIDATED STATEMENT OF CASH FLOWS

for the year ended 31 December 2004

(In Singapore dollars)
Notes to the Consolidated Statement of Cash Flows
Note A: Summary of effects on acquisition of subsidiaries

The attributable assets and liabilities of the subsidiaries acquired and the cash flow effect of the acquisitions are set out

as follows:
2004 2003
$ $
Property, plant and equipment 994,183 5,454,845
Brooder stocks - 6,203,649
Inventories 822,983 463,111
Trade receivables 275,200 311,923
Other receivables, deposits and prepayments 243,715 13,982
Qian Hu 2004 Cash and bank balances 24,173 113,753
80 Trade payables (86,928) (835,908)
Other payables and accruals (13,359) (126,055)
Finance lease obligations - (44,547)
Due to
- minority shareholders of a subsidiary - (2,508,769)
- holding company (1,156,294) -
Bank term loan (47,096) -
Net assets acquired 1,056,577 9,045,984
Less:
Minority interests (388,63¢) (3,166,094)
Goodwill on consolidation 50,864 815,898
Total purchase consideration 718,805 6,695,788
Less:
Cash and bank balances acquired - (113,753)
Consideration paid by issuance of new shares - (2,806,818)
Due to minority shareholders of a subsidiary - (1,064,079)

Net cash outflow from acquisition of subsidiaries 718,805 2,711,138




Note B: Summary of effects on disposal of a subsidiary

The attributable assets of the subsidiary disposed and the cash flow effect of the disposal are set out as follows:

2003

2004
$
Other receivables 27,991
Due from
- related company 575,557
- holding company 651,630
Cash and bank balances 23,278
Net assets disposed 1,278,456
Loss on disposal of a subsidiary (55,221)
Total consideration 1,223,235
Less:
Cash and bank balances disposed (23,278)
Due to subsidiary (647,678)
Deferred cash settlement (220,000)
Net cash inflow from disposal of a subsidiary 332,279

Note C: Cash and cash equivalents

Cash and cash equivalents included in the consolidated statement of cash flows comprise the following balance

sheet amounts:

2004 2003

$ $

Cash and bank balances 4,129,912 4,125,387
Fixed deposits 23,046 101,594
Bank overdraft - (102,613)
Cash and cash equivalents 4,152,958 4,124,368

The accounting policies and explanatory notes on pages 82 to 125 form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2004

(In Singapore dollars)

1.

2.

Corporate information

The Company is a limited company domiciled and incorporated in the Republic of Singapore with registered
office at No. 71 Jalan Lekar, Singapore 698950.

The principal activities of the Company are those of import, export, farming, breeding and distribution of

ornamental fishes and aquarium and pet accessories. The principal activities of the subsidiaries are as set out in

Note 5 to the financial statements.

There have been no significant changes in the nature of these activities during the financial year.

The Company and the Group have 126 and 766 (2003: 120 and 637) employees at the end of the financial
year respectively.

Significant accounting policies

(a)

(b)

Basis of preparation

The financial statements, expressed in Singapore dollars, have been prepared in accordance with
Singapore Financial Reporting Standards (“FRS”) as required by the Singapore Companies Act, Cap. 50.

The financial statements have been prepared on a historical cost basis except for the valuation of breeder
stocks at fair value.

The accounting policies have been consistently applied by the Company and the Group and are consistent
with those used in the previous financial year.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
made up to the end of the financial year. The results of subsidiaries acquired or disposed of during the
financial year are included in or excluded from the consolidated financial statements with effect from the
respective dates of acquisition or disposal, as applicable. Significant intercompany balances, transactions

and unrealised profit or loss on intercompany transactions have been eliminated on consolidation.

When a subsidiary or an associate is acquired, any excess or deficiency of the purchase consideration over
the fair values of the Group's share of the identifiable net assets acquired represents goodwill or negative
goodwill, which is accounted for in accordance with Note 2(h).

Investments in associates are accounted for in the consolidated financial statements using the equity
method. The Group's share of the post-acquisition results of associates is included in the consolidated
profit and loss account. The Group’s share of the post-acquisition accumulated profits and reserves of
associates is included in the carrying value of the investment in the consolidated balance sheet.
Unrealised gains arising from transactions with associates are eliminated to the extent of the Group's
interest in the associates, against the investment in associates.



(b)

(c)

(d)

Basis of consolidation (cont’d)

In the preparation of the consolidated financial statements, the financial statements of foreign subsidiaries
and associates are translated at the rates of exchange ruling at the balance sheet date except for share
capital and reserves which are translated at historical rates of exchange and profit and loss items are
translated at the average exchange rates for the financial year. Foreign currency translation differences
are taken directly to translation reserve. On disposal of a foreign entity, accumulated exchange

differences are recognised in the profit and loss account as a component of the gain or loss on disposal.

Subsidiaries and associates
(i)  Subsidiaries

Subsidiaries are those companies controlled by the Group. Control exist when the Group has the
pow§r, dlrec'r.ly or |no|.|rect|yf to govern the financial and operating policies of a company so as to Financial Statements
obtain benefits from its activities.

83
Investments in subsidiaries are stated in the Company’s balance sheet at cost less impairment

losses.
(i) Associates

An associate is a company, not being a subsidiary, in which the Group has a long-term interest of
between 20% and 50% of the equity and in whose financial and operating decisions the Group

exercises significant influence.
Investments in associates are stated in the Company’s balance sheet at cost less impairment losses.
(i) Quoted investments

Investment in quoted shares is stated at the lower of cost and market value determined on an

individual investment basis.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment loss.
The cost of an asset comprises its purchase price and any directly attributable costs of bringing the asset to
its working condition and location for its intended use. Expenditure for additions, improvements and
renewals are capitalised and expenditure for maintenance and repairs are charged to the profit and loss
account. When assets are sold or retired, their cost and accumulated depreciation are removed from the
financial statements and any gain or loss resulting from their disposal is included in the profit and loss

accounts.
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(In Singapore dollars)

(e)

()

Biological assets

The Group has three types of biological assets; namely ornamental fish, brooder stocks and breeder
stocks. Biological assets are to be measured on initial recognition and at each balance sheet date, at their
fair values less estimated point-of-sale costs, in accordance with FRS 41, Agriculture.

(i)  Ornamental fish

The Group holds ornamental fish for trading purposes. The holding period of ornamental fish held
for growing is generally short, ranging from 2 to 4 weeks. In the opinion of the directors, the
increment in fair value of the ornamental fish during the holding period is nominal, and as such, the
cost of ornamental fish that undergo biological transformation approximates fair value.

Accordingly, ornamental fish held for trading have been stated at cost.

(i) Brooder stocks

The brooder stocks are parent stocks of Dragon Fish, held for use in the breeding of Dragon Fish.
As the fair value of brooder stocks cannot be measured reliably, the brooder stocks have been stated
at cost less accumulated depreciation and any impairment loss. The brooder stocks have been
depreciated on a straight-line basis over their estimated useful lives of 50 years.

(i) Breeder stocks

The breeder stocks are the next generation of the parent stocks of Dragon Fish, held for trading
purposes. The holding period of these breeder stocks are usually 2 to 3 months before they are put
up for sales. As at balance sheet date, these stocks are measured based on the fair value of those
fish of similar age, breed and genetic merit that can be purchased from the suppliers. Gain or loss
from these valuations is included in the profit and loss account.

Depreciation

Depreciation is calculated on a straight-line basis so as to write-off the cost of the property, plant and
equipment over their estimated useful lives (except for property, plant and equipment of certain
subsidiaries which take into account an estimate residual value of 10% of cost). The estimated useful lives
of property, plant and equipment are as follows:

Freehold buildings 20 years

Leasehold land over the remaining lease terms
Leasehold buildings over the remaining lease terms
Leasehold improvements 5 years

Motor vehicles 5-10 years

Computers 3 years

Furniture, fittings and office equipment 5-10 years

Equipment and tools 8 - 10 years

Moulds 5 years

Machinery 5 - 8 years

Air conditioner 5-10 years

Ponds and concrete tanks 3 - 10 years

Electrical and installation 10 years

No depreciation is provided on freehold land.



()

(9)

(h)

Depreciation (cont’d)

Construction-in-progress is not depreciated until such time as the relevant assets are completed and put

info operational use.

The useful life and depreciation method are reviewed annually to ensure that the method and period of

depreciation are consistent with the expected pattern of economic benefits from items of property, plant

and equipment.

Fully depreciated assets are retained in the accounts until they are no longer in use and no further charge

for depreciation is made in respect of these assets.

Leases

Leases in terms of which the Group assumes substantially all risks and rewards of ownership of the leased

items are classified as finance lease. Property, plant and equipment acquired by way of finance lease is Financial Statements

capitalised at the lower of its fair value and the present value of minimum lease payments at the inception 85

of the lease, less accumulated depreciation and impairment losses. Lease payments are apportioned

between the finance charges and reduction of the lease liability so as to achieve a constant rate of interest

on the remaining balance of the liability. Finance charges are charged directly to the profit and loss

account.

Leases where the lessor effectively retains substantially all the risks and rewards of ownership of the leased

items are classified as operating leases. Operating lease payments are recognised as an expense in the

profit and loss account on a straight-line basis over the lease term.

Intangible assets

(i)

(ii)

(iii)

Trademarks/customer acquisition costs and product listing fees

Trademarks/customer acquisition costs and product listing fees are stated at cost less accumulated

amortisation and impairment losses. These costs are amortised on a straight-line basis over 3 years.
Goodwill

Goodwill arising on acquisition represents the excess of the cost of acquisition over the fair value of
the Group’s share of the identifiable net assets acquired. Goodwill is stated at cost less
accumulated amortisation and impairment losses. Goodwill is amortised on a straight-line basis
over its estimated useful life of 20 years.

Negative goodwill

Negative goodwill arising on acquisition represents the excess of the fair value of the Group's share
of the identifiable assets acquired over the cost of acquisition. Negative goodwill in excess of fair

values of non-monetary assets acquired is recognised immediately in the profit and loss account.
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(i)

Land use rights

This refers to the rights to use the acquired land and are stated at cost less accumulated amortisation and
impairment losses. Land use rights are amortised over the years in which the right to use the land is
granted.

Impairment of assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Whenever the carrying amount of an asset exceeds
its recoverable amount, an impairment loss is recognised in profit and loss account.

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the
impairment losses recognised for the asset no longer exist or have decreased. The reversal is recorded as
income. However, the increased carrying amount of an asset due to a reversal of an impairment loss is
recognised fo the extent it does not exceed the carrying amount that would have been determined (net of

amortisation or depreciation) had no impairment loss been recognised for that asset in prior years.

Inventories

Inventories are stated at the lower of cost (determined on a weighted average basis) and net realisable
value. Cost includes materials, all direct expenditure and an attributable portion of overheads.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs
necessary to make the sale.

Provision is made for deteriorated, damaged, obsolete and slow-moving inventories.

Trade and other receivables

Trade and other receivables, including intercompany balances, are recognised and carried at original
invoiced amount less an allowance for any uncollectible amounts. An estimate for doubtful receivables is

made when collection of the full amount is no longer probable. Bad debts are written off as incurred.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and at bank, bank deposits and highly liquid
investments which are readily convertible to known amounts of cash and which are subject to insignificant
risk of changes in value.

For the purposes of the statement of cash flows, cash and cash equivalents are shown net of outstanding
bank overdrafts which are repayable on demand and which form an integral part of the Group's cash
management.



()

(o)

(p)

(a)

Trade and other payables

Liabilities for trade and other payables, including intercompany payables, are carried at cost which is the

fair value of the consideration to be paid in the future for goods and services received.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of

past event, it is probable that an outflow of resources embodying economic benefits will be required to

settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are

reviewed at each balance sheet date and adjusted to reflect the current best estimate.

Revenue recognition

(i)

(ii)

Sale of goods

Revenue is recognised upon the transfer of significant risk and rewards of ownership of the goods to
the buyer which generally coincides with delivery and acceptance of the goods sold. Revenue
excludes goods and services or other sales taxes and is after deduction of any trade discounts. No
revenue is recognised if there are significant uncertainties regarding recovery of the consideration

due, associated costs or possible return of goods.
Interest income

Interest income from bank deposits is recognised on a time-apportioned basis on the principal

outstanding and at rate applicable.

Employee benefits

(i)

(ii)

Equity compensation benefit

The Company has two employees’ share option schemes where employees (including associates of
the Company’s controlling shareholders) are granted non-transferable options to purchase the
shares of the Company. No compensation costs or obligation is recognised upon granting or the
exercise of the options. When the options are exercised, equity is increased by the amount of the

proceeds received.
Defined contribution plans

As required by law, the Group makes contributions to the state pension scheme, the Central
Provident Fund (“CPF”) for Singapore companies and the Employees Provident Fund (“EPF”) for
Malaysia companies. CPF and EPF contributions are recognised as compensation expenses in the

same period as the employment that gives rise to the contributions.
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(In Singapore dollars)

(a)

(s)

Employee benefits (cont’d)
(iii)  Pension scheme

The subsidiary companies in the People’s Republic of China operate defined contribution pension
schemes. Contributions are charged to the profit and loss account as they became payable in

accordance with the rules of the scheme.
(iv)  Employee leave entitlement

Employee entitlements to annual leave are recognised when they accrue to employees. An accrual
is made for estimated liability for annual leave as a result of services rendered by employees up to

the balance sheet date.

Borrowings
Borrowings are carried at cost net of transaction costs.

Borrowing costs are recognised in the period in which they are incurred.

Taxation

Deferred income tax is provided, using the liability method, on all temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting

purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except for those arises from

goodwill for which amortisation is not deductible for tax purposes.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, carry-forward of unused tax assets and unused tax losses can
be utilised. For deductible temporary differences associated with investments in subsidiaries and
associates, deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the

temporary difference can be utilised.

Deferred tax liabilities are not provided on undistributed earnings of foreign subsidiaries to the extent the

earnings are intended to remain indefinitely invested in those entities.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow the benefit of part

or all of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled based on tax rates (and tax laws) that have been enacted

or substantively enacted at the balance sheet date.



()

Foreign currencies translation

The accounting records of the companies in the Group are maintained in their respective measurement

currencies.

Transactions in foreign currencies are recorded in the respective companies’ measurement currencies
using exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities
in foreign currency at the balance sheet date are translated into the respective measurement currencies at
exchange rates approximating those ruling at that date. Non-monetary assets and liabilities are recorded
using the exchange rates ruling at the transaction dates. All resultant exchange differences are recognised

in the profit and loss account.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those of other

segments.

Segment information is presented in respect of the Group’s business and geographical segments. The
primary format, business segments, is based on the Group’s management and internal reporting

structure.

For management purposes, the Group is organised on a world-wide basis into three major operating

businesses.
Inter-segment pricing is determined on an arm’s length basis.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that
can be allocated on a reasonable basis. Unallocated items mainly comprise income earning assets and
revenue, interest-bearing loans, borrowings and expenses, and corporate assets and expenses.

Segment capital expenditure is the total costs incurred during the financial year to acquire segment assets

that are expected to be used for more than one year.
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3.

Property, plant and equipment

Group

At cost

As at 1 January 2004
Balance attributable to a
subsidiary acquired

during the year
Additions
Disposals/written off
Transfer to moulds
Translation differences

As at 31 December 2004

Accumulated depreciation

As at 1 January 2004
Charge for the year
Disposals/written off
Translation differences

As at 31 December 2004

Depreciation charge
for 2003

Net book value

As at 31 December 2004

As at 31 December 2003

Freehold

land & Leasehold Leasehold Leasehold Motor
buildings land buildings improvements vehicles  Computers
$ $ $ $ $ $
4,999,715 79,823 4,408,006 89,952 2,423,641 613,906
579,975 - - - 134,300 -
598,664 - 49,025 245,157 249,746 155,284
- - (338,201) - (235,202) (7,646)
(279,225) (2,753) (8,330) (3,101) (51,823) (3,458)
5,899,129 77,070 4,110,500 332,008 2,520,662 758,086
164,071 62,084 1,205,498 37,843 1,061,568 425,494
160,823 17,127 292,131 36,486 446,384 107,687
- - (52,540) - (168,007) (6,411)
(7,261) (2,141) (1,294) (1,305) (5,364) (2,130)
317,633 77,070 1,443,795 73,024 1,334,581 524,640
55,587 31,042 308,873 13,128 404,324 102,287
5,581,496 - 2,666,705 258,984 1,186,081 233,446
4,835,644 17,739 3,202,508 52,109 1,362,073 188,412




Furniture,

fittings Ponds and Electrical

and office  Equipment Air concrete and Construction-
equipment  and tools Moulds  Machinery conditioner tanks installation in-progress Total
$ $ $ $ $ $ $ $ $
596,836 727,432 465,198 3,000,235 127,950 182,665 816,527 39,661 18,571,547
10,924 91,762 - 19,290 385 - 27,000 - 863,636
299,409 342,420 533,164 180,603 15,914 - 348,059 - 3,017,445
(9,136) (3,930) - (169,869) (3,938) - - - (767,922)
- - 38,135 - - - - (38,135) -
(8,443)  (37,050)  (17,892)  (36,969) (1,938) (7,025)  (14,714) (1,526)  (474,247)
889,590 1,120,634 1,018,605 2,993,290 138,373 175,640 1,176,872 - 21,210,459
218,187 108,821 140,786 1,663,596 60,770 182,665 343,089 - 5,674,472
94,132 101,851 133,821 393,959 17,527 - 134,237 - 1,936,165
(4,419) (3,537) - (172,612) (1,170) - - - (408,696)
(2,734) (3,203) (5,415) (9,828) (536) (7,025) (4,202) - (52,438)
305,166 203,932 269,192 1,875,115 76,591 175,640 473,124 - 7,149,503
156,606 46,577 87,830 289,063 14,763 - 53,352 - 1,563,432
584,424 916,702 749,413 1,118,175 61,782 - 703,748 - 14,060,956
378,649 618,611 324,412 1,336,639 67,180 - 473,438 39,661 12,897,075
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3.
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Property, plant and equipment (cont'd)

Company
Furniture,
fittings and Electrical
Leasehold Motor office Air and
buildings vehicles Computers equipment Machinery conditioner installation Total
$ $ $ $ $ $ $ $
At cost
As at
1 January
2004 4,061,475 1,186,795 445,493 311,925 535,091 79,806 293,293 6,913,878
Additions 49,025 - 40,229 7,949 9,669 11,470 - 118,342
Disposals - (69,298) - - - - - (69,298)
As at
31 December
2004 4,110,500 1,117,497 485,722 319,874 544,760 91,276 293,293 6,962,922
Accumulated depreciation
As at
1 January
2004 1,153,296 623,992 336,525 132,968 265,943 46,753 181,101 2,740,578
Charge for
the year 290,499 209,129 61,659 36,505 61,804 11,331 21,306 692,233
Disposals - (35,804) - - - - - (35,804)
As at
31 December
2004 1,443,795 797,317 398,184 169,473 327,747 58,084 202,407 3,397,007
Depreciation
charge
for 2003 280,363 251,422 71,373 38,214 62,848 12,058 27,783 744,061
Net book value
As at
31 December
2004 2,666,705 320,180 87,538 150,401 217,013 33,192 90,886 3,565,915
As at
31 December
2003 2,908,179 562,803 108,968 178,957 269,148 33,053 112,192 4,173,300




Property, plant and equipment (cont’d)

(i)  Asat 31 December 2004, the net book value of the Group’s and the Company’s plant and machinery

and motor vehicles acquired under finance leases arrangements are as follows :

Net book value as at 31 December

Machinery
Motor vehicles

Group Company
2004 2003 2004 2003
$'000 $'000 $'000 $'000
61 48 _ _
879 1,018 312 549
940 1,066 312 549

During the financial year, the Group acquired property, plant and equipment with an aggregate cost of
$3,017,445 (2003: $1,826,119) of which $164,651 (2003: $349,114) was acquired by means of finance
lease agreements. Cash payments of $2,852,794 (2003: $1,477,005) were made to purchase property, plant

and equipment.

(i) Details of properties held by the Group as at 31 December 2004 are as follows:

Location

Held by the Company

- Leasehold land and
buildings
Nos. 69 & 71
Jalan Lekar, Singapore

Held by subsidiaries

- Leasehold land and
factory buildings
Meifa Industrial
Zone, Anxi County,
Fujian Province,

PRC

- Leasehold land
Nos. 30/25 Moo 8
Tumbol Klong Nung,
Amphur Klong Laung
Pathun Thani
Province 12120,
Thailand

Description

and existing use

Fish farming
purposes

Industrial use

Fish farming
purposes

Tenure/

unexpired Land

term area

(sqm)

20 years from 41,776
11 November
1993

20 years from 18,187
18 August
1996

3 years from 1,600
15 August
2001

Balance carried forward

Net book value

2004 2003

$ $
2,666,705 2,908,179
- 294,329

- 17,739
2,666,705 3,220,247
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(In Singapore dollars)

Location

- Freehold land and
buildings
Lot No 722 GM
No 714 Mukim of
Minyak Beku,
District of Batu Pahat,
Johor, Malaysia

Lot MLO No 1140
No 775 Mukim of
Minyak Beku,

District of Batu Pahat,
Johor, Malaysia

Lot No 1616, 1617,

4138, 4139, 4141,

4937 & 4938 Mukim of
Linau, District of Batu Pahat,
Johor, Malaysia

Lot No 4137 GM No
3164 Mukim of Linau,
District of Batu Pahat,
Johor, Malaysia

Lot No 4153 GM No
2096 Mukim of Linau,
District of Batu Pahat,
Johor, Malaysia

Lot No 01490
Desa Lubang
Buaya/Kantor Pertanahan

Lot No 0853, 01219,
01518, 01522,

01523 & 01528

Desa Lubang Buaya/Kantor
Pertanahan Kabupaten
Bekasi

Property, plant and equipment (cont'd)

Description
and existing use

Fish farming
purposes

Fish farming
purposes

Fish farming
purposes

Fish farming
purposes

Fish farming
purposes

Fish farming
purposes

Fish farming
purposes

Tenure/

unexpired
term

Balance brought forward

Freehold

Freehold

Freehold

Freehold

Freehold

Freehold

Freehold

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2004

Land
area Net book value
(sgqm) 2004 2003
$ $
2,666,705 3,220,247
11,761
24,281
153,729
4,986,100 4,835,644
43,478
13,759
3,719
3,683 595,396 -
8,248,201 8,055,891




Brooder stocks

At cost

As at 1 January

Balance attributable to a subsidiary
acquired during the year

Translation difference

As at 31 December

Accumulated depreciation

As at 1 January

Balance attributable to a subsidiary
acquired during the year

Charge for the year

Translation difference

As at 31 December

Net book value

As at 31 December

Group Company
2004 2003 2004 2003
$ $ $ $
7,587,213 1,459,500 1,459,500 1,459,500
- 6,276,839 - -
(271,138) (149,126) - -
7,316,075 7,587,213 1,459,500 1,459,500
249,511 87,570 116,760 87,570
- 73,190 - -
146,322 90,467 29,190 29,190
(5,874) (1,716) - -
389,959 249,511 145,950 116,760
6,926,116 7,337,702 1,313,550 1,342,740

The brooder stocks are parent stocks of Dragon Fish, held by the Group and the Company for the use in the

breeding of Dragon Fish. Due to the uniqueness of each Dragon Fish and as an active market does not exist for

the brooder stocks, the brooder stocks are stated at cost less accumulated depreciation and any impairment loss.

Investments in subsidiaries

(@) These comprise:

Unquoted equity investments, at cost

As at 1 January

Additional investment during the year

Disposal of interests in subsidiaries

Less: Provision for impairment in value of investment

As at 31 December

Company

2004 2003

$ $
9,375,428 2,679,640
1,722,908 6,695,788
(1,750,446) -
9,347,890 9,375,428
- (400,000)
9,347,890 8,975,428

Financial Statements

95



Qian Hu 2004
96

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2004

(In Singapore dollars)

5.

Investments in subsidiaries (cont'd)

Movement in provision for impairment in value of investment during the financial year is as follows:

As at 1 January

Provision utilised upon disposal of interest in subsidiary
Provision made during the year

As at 31 December

(b)

Name

Held by the Company

*

*k

T

tt

Qian Hu Tat Leng
Plastic Pte Ltd

Jiang Nan Holdings
Pte. Ltd.

Qian Hu Aquarium and
Pets (M) Sdn Bhd

Kim Kang Aquaculture

Sdn Bhd

Fujian Anxi Qianlong
Plastics Private Co., Ltd

Beijing Qian Hu Aquarium
and Pets Co., Litd
(formerly known as

Beijing Qianyang
Aquarium Co., Ltd)

Principal
activities

Manufacture of
plastic bags

Investment
holding

Trading and
distribution of
ornamental fish
and aquarium

and pet accessories

Breeding,

trading of
ornamental fish
and distribution

of aquarium

and pet accessories

Manufacture of
plastic bags

Import and

export of cold-water
ornamental fish
and distribution

of aquarium
accessories

Details of the subsidiaries as at 31 December 2004 are as follows:

Country of
incorporation
and business

Singapore

Singapore

Malaysia

Malaysia

People’s
Republic
of China

People’s
Republic
of China

Company
2004 2003
$ $
400,000 -
(400,000) -
- 400,000
- 400,000

Effective equity
interest held
by the Group

2004
%

100

100

65

100

2003

%

100

100

100

65

100

100

Balance carried forward

Cost of investment
by the Company

2004 2003
$ $
57,050 57,050
- 2
150,451 150,451

7,699,891€@ 6,695,788

— 1,750,444
171,824 171,824
8,079,216 8,825,559



Investments in subsidiaries (cont’d)

Name

Held by the Company (cont’d)

' Guangzhou Wan Jiang
Technology Co., Ltd

' Qian Hu Marketing Co Ltd

' Thai Qian Hu
Company Limited

' NNTL (Thailand) Limited

' PT Qian Hu Aquarium
and Pets Indonesia

Held by subsidiary

' Qian Hu The Pet
Family (M) Sdn
Bhd (formerly known
as Atlantis Aquarium

Sdn Bhd)

Principal
activities

Manufacture of
aquarium and
pet accessories

Distribution of
aquarium and
pet accessories

Import and export
of ornamental fish

Investment
holding

Trading and
distribution of
ornamental fish
and aquarium
and pet
accessories

Trading of
ornamental fish
and aquarium
accessories

Audited by Ernst & Young, Singapore.

** Audited by Ernst & Young, Malaysia.

#  Audited by Cheng & Co.
T Strike off in November 2004.

Effective equity
interest held
by the Group

Country of
incorporation
and business

Cost of investment
by the Company

2004 2003 2004 2003
% % $ $
Balance brought forward 8,079,216 8,825,559
People’s 80 60 492,859 249,054
Republic
of China
Thailand 74+ 74¢ 148,262 148,262
Thailand 60 60 121,554 121,554
Thailand 49@ 49@ 30,999 30,999
Indonesia 55 — 475,000 -
Malaysia 100 100 - -
9,347,890 9,375,428

' Audited by other certified public accountants. These subsidiaries are not significant as defined under Listing Rule
718 of the Singapore Exchange Listing Manual.

* This represents the Group's effective interest in Qian Hu Marketing Co Ltd. The Company holds a 49% direct

interest in Qian Hu Marketing Co Ltd and the remaining effective 25% is held through a subsidiary, NNTL (Thailand)

Limited.

@ NNTL (Thailand) Limited is considered a subsidiary of the Company as the Company has voting control at general
meetings and Board meetings of NNTL (Thailand) Limited.
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5. Investments in subsidiaries (cont’d)

@@

According to the Sales and Purchase Agreement entered into between the Company and the vendors of

Kim Kang Aquaculture Sdn Bhd (“Kim Kang”), the Company will pay additional amounts to the vendors

based on profits to be achieved by Kim Kang as set out below:

(i)

(ii)

(i)

in the event that the profit before tax of Kim Kang based on its audited accounts for financial year
ended 31 December 2003 is at least RM 3,000,000, the Company shall pay the vendors
$1,034,091 (“Earned-out 2003”), half of which shall be satisfied by the payment of cash and the
other half to be satisfied by the issuance of ordinary shares of the Company at $0.96 each. The
amount to be paid to the vendors shall be pro-rated should the profit before tax be less than

RM 3,000,000.

in the event that the profit before tax of Kim Kang based on its audited accounts for financial year
ended 31 December 2004 is at least RM 4,000,000, the Company shall pay the vendors
$1,034,091 (“Earned-out 2004"), half of which shall be satisfied by the payment of cash and the
other half to be satisfied by the issuance of ordinary shares of the Company at $0.96 each. The
amount to be paid to the vendors shall be pro-rated should the profit before tax be less than

RM 4,000,000.

the vendors are entitled to receive the remaining balance of the Earned-out amount for 2003 and
2004 if the profit shortfall for financial years 2003 and 2004 is met by the financial year ending
31 December 2006.

As at 31 December 2004, the total purchase consideration has been accrued for. Accordingly, the cost of

investment of Kim Kang and the goodwill on consolidation have been adjusted.

On 17 December 2004, the Company incorporated a wholly-owned subsidiary, Shanghai Qian Hu Aquarium
and Pets Co., Ltd, with a registered capital of US$650,000. As at 31 December 2004, the Company has not
made any capital contribution into this subsidiary.

Investments in associates

(a)  These comprise:
Group Company
2004 2003 2004 2003
$ $ $ $
Unquoted equity investment, at cost
As at 1 January 66,444 - 28,722 28,722
Additional investment during the year 66,444 - -

Share of post-acquisition losses (66,444) — _ _

As at 31 December - 66,444 28,722 28,722




Investments in associates (cont’d)

(b)  Details of the associates as at 31 December 2004 are as follows:

Country of Effective equity
Principal incorporation interest held
Name activities and business by the Group
2004 2003
% %
Held by the Company
Jin Jien Hsing Enterprise Co., Ltd Distribution of pet Republic of 50 50
food and accessories China
Held by subsidiary
PLC Pet Safari (Kuala Lumpur) Properties management Malaysia 49 49 Financial Statements
Sdn Bhd and investment 99

Intangible assets
Intangible assets consists of:

() Trademarks/customer acquisition costs relate to costs paid to third parties in relation to the acquisition of
trademarks rights and existing customer base of two brands of pet food, namely “ARISTO-CATS YI HU”
and “NATURE's Gift".

(i) Product listing fees relate to cost paid to third parties in relation to the entitlements to list and sell the

Company’s products in certain supermarkets.

(i) Goodwill on consolidation represent the excess of the cost of acquisition over the fair value of the Group's

share of the identifiable net assets acquired.



NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2004

(In Singapore dollars)

7. Intangible assets (cont’d)

Group
Trademarks/ Product Goodwill
customer acquisition listing on
costs fees consolidation Total
$ $ $ $
At cost
As at 1 January 2004 630,281 40,440 815,898 1,486,619
Additions during the year 9,433 67,902 1,054,967 1,132,302
Translation difference (808) - - (808)
As at 31 December 2004 638,906 108,342 1,870,865 2,618,113
Qian Hu 2004
100 Accumulated amortisation
As at 1 January 2004 549,968 34,747 40,795 625,510
Amortisation for the year 43,602 13,176 91,000 147,778
Translation difference (484) - - (484)
As at 31 December 2004 593,086 47,923 131,795 772,804
Amortisation charge for 2003 33,095 9,320 40,795 83,210
Net book value
As at 31 December 2004 45,820 60,419 1,739,070 1,845,309

As at 31 December 2003 80,313 5,693 775,103 861,109




Intangible assets (cont’d)

Company
Trademarks/ Product
customer acquisition listing
costs fees Total
$ $ $
At cost
As at 1 January 2004 612,031 40,440 652,471
Additions during the year 9,433 67,902 77,335
As at 31 December 2004 621,464 108,342 729,806
Accumulated amortisation
As at 1 January 2004 539,029 34,747 573,776
Amortisation for the year 39,420 13,176 52,596
As at 31 December 2004 578,449 47,923 626,372
Amortisation charge for 2003 27,013 9,320 36,333
Net Book Value
As at 31 December 2004 43,015 60,419 103,434
As at 31 December 2003 73,002 5,693 78,695

Land use rights

This relates to land use rights acquired by one of the subsidiaries, Fujian Anxi Qianlong Plastics Private Co., Ltd,
in the People’s Republic of China.

Group

2004 2003
$ $

At cost
As at 1 January 93,705 230,369
Disposal during the year (93,705) (133,780)
Translation differences - (2,884)
- 93,705
Less: Accumulated amortisation - (3,891)

As at 31 December - 89,814
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for the year ended 31 December 2004

(In Singapore dollars)

8.

10.

Land use rights (cont’d)

Movements in accumulated amortisation during the financial year are as follows:

As at 1 January
Amortisation for the year
Disposal during the year
Translation differences

As at 31 December

Inventories

Fish

Accessories and gift items
Finished goods - plastic products
Raw materials - plastic products

Less: Provision for inventory
obsolescence

Movements in provision for inventory obsolescence during the financial year are as follows:

As at 1 January

Amount written off against provision

As at 31 December

Breeder stocks

As at 1 January
Gain arising from changes in fair

values less estimated point-of-sale
costs attributable to physical changes

As at 31 December

Group

2004 2003

$ $

3,891 17,716

328 1,966
(4,219) (15,670)
- (1271)

- 3,891

Group Company

2004 2003 2004 2003

$ $ $ $
4,002,706 1,772,998 1,484,260 963,551
15,842,868 12,719,142 4,057,833 4,027,462
382,232 488,645 - -
106,149 192,245 - -
20,333,955 15,173,030 5,542,093 4,991,013
(424,109) (450,577) (330,319) (356,787)
19,909,846 14,722,453 5,211,774 4,634,226
450,577 450,577 356,787 356,787
(26,468) - (26,468) -
424,109 450,577 330,319 356,787
1,493,690 - 188,000 -
228,110 1,493,690 57,800 188,000
1,721,800 1,493,690 245,800 188,000




11.

12.

Trade receivables

Group Company
2004 2003 2004 2003
$ $ $ $
Trade receivables 14,528,261 13,762,756 7,386,046 7,397,559
Less: Provision for doubtful trade receivables (853,837) (642,163) (700,671) (511,060)
13,674,424 13,120,593 6,685,375 6,886,499
Movements in provision for doubtful trade receivables during the year are as follows:
As at 1 January 642,163 814,636 511,060 682,741
Provision made during the year 384,659 285,759 256,179 262,464
Amount written off against provision (172,985) (458,232) (66,568) (434,145)
As at 31 December 853,837 642,163 700,671 511,060
Other receivables, deposits and prepayments
Deposits 346,759 82,527 34,330 41,109
Prepayments 247,836 119,144 76,819 34,250
Advances to employees 2,631 1,766 - -
Advances to suppliers 535,608 705,534 - -
Deposit on purchase of property,
plant and equipment - 419,497 — _
1,132,834 1,328,468 111,149 75,359
Other receivables 659,642 442,450 169,035 200,132
Less: Provision for doubtful
non-trade receivables - (6,179) - (6,179)
659,642 436,271 169,035 193,953
Total 1,792,476 1,764,739 280,184 269,312
Movements in provision for doubtful non-trade receivables during the financial year are as follows:
As at 1 January 6,179 6,179 6,179 6,179
Provision written back during the year (6,179) - (6,179) -
As at 31 December - 6,179 - 6,179
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13.

14.

15.

16.

Due from subsidiaries/minority shareholders of subsidiaries (non-trade)

These amounts are unsecured, interest-free and have no fixed terms of repayment.

Due from associates

Group Company
2004 2003 2004 2003
$ $ $ $
Due from associates 874,471 662,105 643,627 636,625
Less: Provision for amount due
from associates (80,000) - (80,000) -
794,471 662,105 563,627 636,625

Movements in provision for amount due from associates during the financial year are as follows:

As at 1 January - -
Provision made during the year 80,000 - 80,000

As at 31 December 80,000 - 80,000

Fixed deposits

A subsidiary’s fixed deposits amounting to approximately $78,000 had been pledged with a bank to secure a

performance guarantee granted by that bank in the previous year.

The fixed deposits bore average effective interest rate of 0.94% per annum with maturity of one year from the

end of year 2003.

Bills payable to banks and bank overdraft

Group Company
Bills payable 2004 2003 2004 2003
$ $ $ $
Secured 395,712 - - -
Unsecured 893,716 1,950,423 893,716 1,950,423
1,289,428 1,950,423 893,716 1,950,423

As at 31 December 2004, the average effective interest rate of bills payable of the Group and of the Company
is 5.25% (2003: 5.75%) per annum. These bills mature within 1 to 3 months from the year end.

The bills payable and bank overdraft are secured by a mortgage on a subsidiary’s freehold land.



17.

18.

Other payables and accruals

Group Company
2004 2003 2004 2003
$ $ $ $
Accrued operating expenses 1,250,377 1,012,816 902,817 661,110
Other payables 1,648,734 2,113,758 1,394,718 1,457,117
Advance received from customers - 53,258 - -
2,899,111 3,179,832 2,297,535 2,118,227
Finance lease obligations
Group
2004
Payments Interest Principal
$ $ $
Payable:
After 1 year but within 5 years 522,240 (85,668) 436,572
Within 1 year 375,727 (55,024) 320,703
897,967 (140,692) 757,275
2003
Payable:
After 1 year but within 5 years 783,871 (133,068) 650,803
Within 1 year 372,773 (59,446) 313,327
1,156,644 (192,514) 964,130
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18.

19.

Finance lease obligations (cont’d)

Company
2004

Payable:
After 1 year but within 5 years
Within 1 year

2003

Payable:
After 1 year but within 5 years
Within 1 year

Payments Interest Principal
$ $ $
265,933 (48,323) 217,610
161,909 (28,354) 133,555
427,842 (76,677) 351,165
460,018 (81,905) 378,113
194,972 (33,636) 161,336
654,990 (115,541) 539,449

Lease terms range from 2 to 7 years with options to purchase at the end of the lease term. Lease terms do not

contain restrictions concerning dividends, additional debt or further leasing. The average discount rates implicit
of the Group’s and Company’s finance lease obligations are 6.53% and 6.82% (2003: 7.13% and 7.77%) per

annum respectively.

Bank term loans

Due within 1 year:
- short-term loans (unsecured)
- long-term loans, current portion (secured)

Due after 1 year:
- long-term loans (secured)

Total

Group Company
2004 2003 2004 2003
$ $ $ $
7,295,000 241,280 7,295,000 -
145,082 208,124 - -
7,440,082 449,404 7,295,000 -
1,045,891 932,834 - _
8,485,973 1,382,238 7,295,000 -




19.

20.

Bank term loans (cont’d)

The unsecured short-term loans are revolving bank loans which bore interest at rates ranging from 3.13% to

3.94% (2003: 5.3%) per annum.

The secured long-term loans comprise:

- a 8-year bank loan of $1.1 million, bears interest at 7.9% (2003: 7.9%) per annum and is repayable in 96

monthly instalments commencing July 2003; and

- a 7-year bank loan of $0.2 million, bears interest at 7.75% (2003: Nil) per annum and is repayable in 84

instalments commencing January 2005.

The long-term loans are secured by a mortgage on a subsidiary’s freehold land and buildings.

Share capital

Company
2004 2003 2004 2003
No. of shares No. of shares $ $
Authorised:
Ordinary shares of $0.10 each 200,000,000 200,000,000 20,000,000 20,000,000
Issued and fully paid:
As at 1 January
Ordinary shares of $0.10 each 106,268,469 102,970,700 10,626,847 10,297,070
Issue of ordinary shares of $0.10 each 643,482 3,297,769 64,348 329,777
Bonus issue of ordinary shares of
$0.10 each 21,299,287 - 2,129,929 -
As at 31 December
Ordinary shares of $0.10 each 128,211,238 106,268,469 12,821,124 10,626,847
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20. Share capital (cont’d)

During the financial year, the Company:

(a)  Issued 228,000 ordinary shares for cash at a premium of $0.14 per share upon the exercise of share

options previously granted;

(b)  Issued 415,482 ordinary shares at a premium of $0.86 per share as partial purchase consideration for

the acquisition of a subsidiary; and

(¢)  Capitalised $2,129,929 from share premium account by way of bonus issue of 21,299,287 ordinary
shares of $0.10 each credited as fully paid on the basis of one bonus share for every five existing shares
held by the shareholders of the Company.

Qian Hu Pre-IPO Employees’ Share Option Scheme (the “Pre-IPO Scheme”)

There were no options granted and no options were cancelled due to resignation of employees in the current
and previous financial year. At the end of the financial year, there were no (2003: 228,000) unissued ordinary
shares of $0.10 each of the Company under options granted to eligible employees of the Group, other than
directors and controlling shareholders of the Company, under the Pre-IPO Scheme at $0.24 per share.

Qian Hu Post-IPO Employees’ Share Option Scheme (the “Post-IPO Scheme”)

There were no options (2003: Nil) granted and 134,000 (2003: 122,000) options were cancelled due to
resignation of employees in the current financial year. At the end of the financial year, there were 1,338,000
(2003: 1,472,000) unissued ordinary shares of $0.10 each of the Company under options granted to eligible
employees of the Group, including associates of controlling shareholders of the Company, under the Post-IPO
Scheme at $0.59 per share.



21.

Reserves

Share premium

As at 1 January

Arising from the issue of
228,000 (2003: 374,000) ordinary
shares upon exercise of share options
at a premium of $0.14 each

Arising from the issue of
415,482 (2003: 2,923,769) ordinary
shares for the acquisition of a subsidiary

at a premium of $0.86 each

Capitalisation of share premium
account for bonus issue of shares

As at 31 December

Revenue reserve

As at 1 January
Net profit for the year
Dividends (Note 28)

As at 31 December

Translation reserve

As at 1 January

Net movement during the year
As at 31 December

Total

Group Company

2004 2003 2004 2003

$ $ $ $
7,281,785 4,714,984 7,281,785 4,714,984
31,920 52,360 31,920 52,360
357,316 2,514,441 357,316 2,514,441
(2,129,929) - (2,129,929) -
5,541,092 7,281,785 5,541,092 7,281,785
18,828,755 12,777,602 13,559,124 9,810,202
1,627,282 7,015,773 2,039,150 4,713,542
(511,183) (964,620) (511,183) (964,620)
19,944,854 18,828,755 15,087,091 13,559,124
(186,303) 87,758 - -
(491,526) (274,061) - _
(677,829) (186,303) - -
24,808,117 25,924,237 20,628,183 20,840,909

The share premium account may be applied only for the purposes specified in the Companies Act. The balance

is not available for distribution of dividends except in the form of shares.
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22. Turnover

FINANCIAL STATEMENTS

23.

Sales of goods
- Fish

- Accessories

- Plastics

Profit from operations

This is determined after charging (crediting) the following:

Auditors’ remuneration

- auditors of the Company

- other auditors

Non-audit fees

- auditors of the Company

- other auditors

Directors’ fees

- directors of the Company (Note 24)

Directors’ remuneration

- directors of the Company (Note 24)

- directors of subsidiaries

Amortisation of

- trademarks/customer acquisition
costs and product listing fees (Note 7)

- goodwill on consolidation (Note 7)

- land use rights (Note 8)

Bad trade receivables written off

Depreciation of

- property, plant and equipment (Note 3)

- brooder stocks (Note 4)

Property, plant and equipment written off

Loss (gain) on disposal of

- property, plant and equipment

- land use rights

- a subsidiary

Provision for

- doubtful trade receivables (Note 11)

- due from associates (Note 14)

- impairment in value of investment
in a subsidiary (Note 5)

Provision for doubtful non-trade
receivables written back (Note 12)

Operating lease expenses

Personnel expenses (Note 25)

Exchange loss (gain), net

Gain arising from changes in fair
values less estimated point-of-sale
costs attributable to physical
changes of breeder stocks (Note 10)

Group Company

2004 2003 2004 2003

$ $ $ $
31,179,839 27,466,041 20,742,151 22,064,101
27,306,844 33,645,868 18,436,127 25,162,614
7,005,339 6,567,860 - -
65,492,022 67,679,769 39,178,278 47,226,715

Group Company

2004 2003 2004 2003

$ $ $ $

66,000 62,000 55,000 50,000
12,437 11,186 - _
13,933 17,250 8,850 12,200
15,000 15,000 15,000 15,000
30,000 30,000 30,000 30,000
530,535 497,867 530,535 497,867
610,188 384,705 - -
56,778 42,415 52,596 36,333
91,000 40,795 - _
328 1,966 - -
15,463 - 1,057 -
1,936,165 1,563,432 692,233 744,061
146,322 90,467 29,190 29,190

- 13,113 - -
2,384 (34,963) 9,810 (30,097)

- (9,090) - -

55,221 - 127,209 -
384,659 285,759 256,179 262,464
80,000 - 80,000 -

_ - - 400,000

(6,179) - (6,179) -
693,506 608,288 107,048 119,159
8,910,364 7,923,959 4,851,088 5,008,354
187,118 (279,704) (4,190) (255,291)
(228,110) (1,493,690) (57,800) (188,000)




24. Directors’ remuneration

Number of directors of the Company in remuneration bands is as follows:

2004 2003
$500,000 and above - -
$250,000 to $499,999 - -
Below $250,000 7 6

7 6
Summary of compensation tables for the year ended 31 December 2004 and 2003:
Salary and Directors’
Name of director Bonus* fees Total
$ $ $
2004
Kenny Yap Kim Lee 171,405 - 171,405
Alvin Yap Ah Seng 164,320 - 164,320
Andy Yap Ah Siong 163,080 - 163,080
Robson Lee Teck Leng - 10,000 10,000
Chang Weng Leong - 10,000 10,000
Tan Tow Ee - 10,000 10,000
Lai Chin Yee 31,730 - 31,730
Total 530,535 30,000 560,535
2003
Kenny Yap Kim Lee 170,160 - 170,160
Alvin Yap Ah Seng 160,727 - 160,727
Andy Yap Ah Siong 166,980 - 166,980
Robson Lee Teck Leng - 10,000 10,000
Chang Weng Leong - 10,000 10,000
Tan Tow Ee - 10,000 10,000
Total 497,867 30,000 527,867

*

The salary and bonus amounts shown are inclusive of allowances and Central Provident Fund contribution.
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25. Personnel expenses

Group Company

2004 2003 2004 2003
$ $ $ $
Salaries and bonus 7,896,068 6,834,632 4,374,854 4,430,881
Provident Fund contributions 602,762 673,207 362,397 454,260
Staff welfare benefits 411,534 416,120 113,837 123,213
8,910,364 7,923,959 4,851,088 5,008,354

Number of persons employed
at the end of the financial year 766 637 126 120

Included in personnel expenses is directors’ remuneration of the Group and of the Company amounting to $1,140,723

Qian Hu 2004 and $530,535 (2003: $882,572 and $497,867) respectively.

112
26. Financial (expenses) income

Interest expense

- bank term loans (196,605) (44,406) (118,540) -

- hire purchase (72,464) (66,890) (33,475) (34,602)

- bank overdrafts (22,238) (4,428) (16,727) (158)

- bills payable (88,300) (105,743) (75,686) (105,743)
(379,607) (221,467) (244,428) (140,503)

Interest income

- fixed deposits 478 - 478

- others 2,916 6,918 - -

2,916 7,396 - 478




27.

Taxation

Current tax

- current year

- under provision in respect of prior year
Deferred tax

- current year

- over provision in respect of prior year

Group Company
2004 2003 2004 2003
$ $ $ $
979,209 1,167,816 350,000 930,000
30,182 - 30,000 -
231,805 616,532 - -
(29,000) - (23,000) -
1,212,196 1,784,348 357,000 930,000

A reconciliation of the tax expense and the product of accounting profit multiplied by the applicable rate for the years

ended 31 December was as follows:

Accounting profit

Tax at the applicable tax rate

of 20% (2003: 22%)
Tox effect of expenses which

are not deductible for tax purposes
Tax exemption
Tox savings arising from

Development and Expansion Incentive*
Tox effect of different tax rate

in other countries
Under provision in respect of prior year
Effect of change in tax rates

Deferred tax assets not recognised
Others

Tax expense

*

3,488,199 9,553,651 2,396,150 5,643,542
697,640 2,101,803 479,230 1,241,579
57,046 51,767 22,476 64,671
(21,000) (96,873) (10,500) (11,550)
(191,941) (364,700) (191,941) (364,700)
114,619 92,351 - _
30,182 - 30,000 -
(29,000) - (23,000) -
617,389 - - -
(62,739) - 50,735 -
1,212,196 1,784,348 357,000 930,000

In July 2003, the Economic Development Board has granted a Development and Expansion Incentive under the

International Headquarters (IHQ) Award to the Company. With the incentive, the Company enjoys a concessionary
tax rate of 10% on its qualifying income for a period of 5 years commencing 1 January 2003.
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27. Taxation (cont’d)

Deferred taxation at 31 December related to the following:

Group Company
2004 2003 2004 2003
$ $ $ $
Deferred tax liability
Tax over book depreciation 849,439 649,200 259,000 276,000
Gain arising from changes in fair values
less estimated point-of-sale costs
attributable to physical
changes of breeder stocks 399,000 391,600 11,000 41,000
1,248,439 1,040,800 270,000 317,000
Deferred tax asset
Provisions (81,000) (69,000) (35,000) (59,000)
Net deferred tax liability 1,167,439 971,800 235,000 258,000

The Group

In accordance with the “Income Tax Law of the People’s Republic of China (“PRC”) for Enterprises with Foreign

Investment and Foreign Enterprises”, the subsidiaries in PRC are entitled to full exemption from Enterprise Income Tax
(“EIT") for the first two years and a 50% reduction in EIT for the next three years, commencing from the first profitable
year after offsetting all tax losses carried forward from the previous five years.

The Group has unutilised tax losses of approximately $2,177,453 (2003: $Nil) available for offset against future
taxable profits, subject to the agreement of the tax authorities and compliance with relevant provisions of the tax
legislation of the respective countries in which the subsidiaries operate. The potential deferred tax assets arising from
these unutilised tax losses have not been recognised in the financial statements in accordance with the Group's

accounting policy.



28. Dividends

29.

Group and Company

2004 2003
$ $
During the financial year, the following dividends were paid:
Final dividend in respect of the previous year of 0.6 cents per share less tax of 20%
(2003: 0.6 cents per share less tax of 22%) 511,183 481,903
Special dividend in respect of the financial year ended 31 December 2002 of
0.6 cents per share less tax of 22% - 481,903
Additional dividend paid in respect of the previous financial year arising
from issue of shares under the Qian Hu Pre-IPO Employees’ Share Option
Scheme before books closure date - 814
511,183 964,620

There is no final dividend proposed in respect of the year ended 31 December 2004.

The directors proposed a final dividend of 0.6 cents per share less tax at 20% amounting to $511,183 in respect of the

year ended 31 December 2003, which was approved at the Annual General Meeting of the Company.

Earnings per share

Basic earnings per share

The calculation for basic earnings per share is based on consolidated profit after taxation and minority interest of

$1,627,282 (2003: $7,015,773).
Number of shares

The weighted average number of ordinary shares is arrived at as follows:

Weighted average number of shares

2004 2003
Issued ordinary shares at beginning of year 106,268,469 102,970,700
Adjustments for bonus issue of shares 21,299,287 21,299,287
Weighted average number of ordinary shares issued during the year 448,984 1,478,608
Weighted average number of issued ordinary shares at end of year 128,016,740 125,748,595
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29.

30.

Earnings per share (cont’d)

Diluted earnings per share

When calculating diluted earnings per share, the weighted average number of shares is adjusted for the effect of all
dilutive potential ordinary shares. The number of unissued shares under options granted under the Qian Hu Pre-IPO
Employees’ Share Option Scheme and Qian Hu Post-IPO Employees’ Share Option Scheme and their exercise prices
are set out in the Directors’ Report and Note 31 to the financial statements. The average fair value of one ordinary
share during financial year 2004 was $0.55 per share. The weighted average number of ordinary shares adjusted for
the unissued shares under option is as follows:

2004 2003
Number of shares
Weighted average number of ordinary shares (used in the
calculation of basic earnings per share) 128,016,740 125,748,595
Weighted average number of ordinary shares under option 1,446,954 2,020,693
Number of shares that would have been issued at fair value (1,435,867) (1,397,296)
Weighted average number of ordinary shares (diluted) 128,027,827 126,371,992

The basic earnings per share and diluted earnings per share for financial year 2003 have been adjusted to account for
the bonus issue of shares during financial year 2004.

Related party transactions

In addition to the related party information disclosed elsewhere in the financial statements, significant transactions with
related parties, on terms agreed between the parties were as follows:

Group Company
2004 2003 2004 2003
$ $ $ $
(a) Income
Sales to subsidiaries - - 8,522,579 8,720,352
(b) Expenses
Purchases from subsidiaries - - 3,720,839 4,507,868
Fees paid to a firm in which a
director is a member 93,500 40,000 93,500 40,000

Consultancy fee paid to a

company in which a director
has substantial interest 36,250 17,500 32,750 -




31.

Employee benefits
(@) Qian Hu Pre-IPO Employees’ Share Option Scheme (the “Pre-IPO Scheme”)

The Pre-IPO Scheme was approved and adopted at the Company’s Extraordinary General Meeting held on

9 October 2000 to enable eligible employees of the Group, other than directors and controlling shareholders
of the Company, to participate in the equity of the Company. The Pre-IPO Scheme is administered by the Pre-
IPO Option Committee, comprising three directors, Kenny Yap Kim Lee, Chang Weng Leong and Robson
Lee Teck Leng.

On 25 October 2000, the following 3,332,000 options were granted to 93 employees of the Group to
subscribe for ordinary shares of the Company of $0.10 each at an exercise price of $0.24 per share (“Pre-IPO
Options”). Of this amount, 506,000 shares were granted to 10 employees of the Group who are associates of

the controlling shareholders of the Company.

Option category No. of Exercise Exercise No. of shares
holders period price under option

(per share)
Grade C (Entry and mid-level) 41 8/11/2000 - 24/10/2010 24 cents 506,000
Grade B (Manager) 34 8/11/2001 - 24/10/2010 24 cents 1,482,000
Grade A (Senior Manager) 18 8/11/2001 - 24/10/2010 24 cents 1,344,000

93 3,332,000

Other information regarding the Pre-IPO Scheme are set out below:

. Size of Plan
The total number of new shares over which options may be granted shall not exceed 5% of the issued
share capital of the Company on the day immediately preceding the offer date of the options (“Offer
Date”).

. Grant of Option
Options may be granted from time to time during the period when the Pre-IPO Scheme is in force, except
that option shall only be granted on or after third market day on which an announcement on any matter
involving unpublished price sensitive information is released.

*  Acceptance of Option
The grant of an option shall be accepted within 30 days from the Offer Date and accompanied by
payment to the Company of a nominal consideration of $1.

. Exercise price
The exercise price of the option is $0.24 per share.

. Option Period

The options are exercisable, in whole or in part at any time in accordance with the relevant applicable
vesting schedule set out in the terms and rules of the Pre-IPO Scheme up to the time (and including) the
day immediately preceding the tenth anniversary of the Offer Date.
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31. Employee benefits (cont’d)

As at the end of the financial year, details of the options granted under the Pre-IPO Scheme on the unissued

ordinary shares of $0.10 each of the Company were as follows:

Date of No. of options No. of options
grant Exercise outstanding  Options Options  Options outstanding Exercise
of options price 1Jan 2004  granted  exercised cancelled 31 Dec 2004 period

(Note 20)

25 Oct 2000 $0.24 228,000 - 228,000 - - 8Nov 2000 to
24 Oct 2010
(Grade C
category)

(b)

8 Nov 2001 to
24 Oct 2010
(Grade A and

B category)

During the financial year, a total of 228,000 ordinary shares of $0.10 each of the Company were issued
fully paid at $0.24 per share as indicated above, for cash upon the exercise of share options. The
proceeds of $22,800 and $31,920 were credited to the share capital and share premium account
respectively. The market prices of the shares on the various dates of exercise of the options ranged from
$0.78 to $0.80 per share.

Qian Hu Post-IPO Employees’ Share Option Scheme (the “Post-IPO Scheme”)

The Post-IPO Scheme was approved and adopted at the Company’s Extraordinary General Meeting held
on 9 October 2000 to enable eligible employees of the Group, other than directors and controlling
shareholders of the Company including their associates, to participate in the equity of the Company. The
Post-IPO Scheme is administered by the Post-IPO Option Committee, comprising three directors, Chang
Weng Leong, Robson Lee Teck Leng and Tan Tow Ee.

At an Extraordinary General Meeting held on 19 February 2002, the following modifications to the Post-
IPO Scheme were approved by the shareholders of the Company:

(@) The Post-IPO Scheme will be extended to include the participation of associates of controlling

shareholders. Such associates must be confirmed full-time employees.

(b)  The exercise price of the Post-IPO options will be set at a discount of 20% to the prevailing market
price of the shares. The associates of controlling shareholders will be entitled to the same rate of
discount to the market price of the shares as other employees who are selected by the Committee to

receive discounted options.



31.

Employee benefits (cont’d)
Other information regarding the Post-IPO Scheme are set out below:
. Size of Plan
The total number of new shares over which options may be granted shall not exceed 10% of the issued
share capital of the Company on the day immediately preceding the offer date of the options (“Offer
Date”).
. Grant of Option
Options may be granted from time to time during the period when the Post-IPO Scheme is in force, except
that option shall only be granted on or after third market day on which an announcement on any matter
involving unpublished price sensitive information is released.
*  Acceptance of Option
The grant of an option shall be accepted within 30 days from the Offer Date and accompanied by
payment to the Company of a nominal consideration of $1.
. Exercise Period
The exercise period of an option granted at a discount of 20% to the prevailing market price of the shares
commences after two years from the Offer Date.
As at the end of the financial year, details of the options granted under the Post-IPO Scheme on the unissued
ordinary shares of $0.10 each of the Company were as follows:
Date of Exercise  No. of options No. of options
grant price outstanding  Options Options  Options outstanding Exercise
of options 1Jan 2004  granted  exercised cancelled 31 Dec 2004 period
1 August 2002 $0.59 1,472,000 - - 134,000 1,338,000 1 August 2004

to 31 July
2012
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32.

33.

34.

Commitments

As at 31 December 2004, the Group and the Company have commitments for future minimum lease payments

under non-cancellable operating lease with terms of more than one year as follows:

Group Company

2004 2003 2004 2003
$ $ $ $

Future minimum lease payments
- Within 1 year 277,000 222,000 72,000 98,000
- After 1 year but within 5 years 501,000 398,000 228,230 361,000
- After 5 years 118,000 443,000 118,000 411,000
896,000 1,063,000 418,230 870,000

Lease terms do not contain restrictions on the Group’s and the Company’s activities concerning dividends,

additional debt or further leasing.

Contingent liabilities

During the financial year, there were corporate guarantees given by the Company to banks for banking facilities
extended to 3 subsidiaries amounting to $4.0 million (2003: $2.1 million). In addition, corporate guarantee of
$132,000 (2003: $138,000) was given by one of the subsidiaries to a bank for credit facilities granted to an
associate.

As at 31 December 2004, $1,190,973 (2003: $1,382,238) had been utilised and is reflected in Note 19 to the

financial statements.

Segment information

(a) Analysis by Business Segments
The Group is organised on a worldwide basis info three main operating segments, namely:

(@)  Fish - farming, breeding, distribution and trading of ornamental fish
(b)  Accessories - manufacturing, and distribution of aquarium and pet accessories
(c)  Plastics - manufacturing of plastic bags

Inter-segment pricing is on an arm'’s length basis.



34. Segment information (cont’d)

2004 Fish Accessories Plastics Eliminations Group

$'000 $'000 $'000 $'000 $'000
Turnover
External sales 31,180 27,307 7,005 - 65,492
Inter-segment sales 6,449 6,082 145 (12,676) -
Total sales 37,629 33,389 7,150 (12,676) 65,492
Results
Segment results 4,422 406 313 (10) 5,131
Unallocated expenses (1,267)

—— Financial Statements
3,864 121

Financial expenses (net) (377)
Share of losses of associates (66)
Taxation (1,212)
Minority interests (582)
Net profit for the year 1,627

Assets and Liabilities

Assets 32,953 26,317 3,605 - 62,875
Unallocated assets 2,007
Total assets 64,882
Liabilities 6,151 3,099 1,093 - 10,343
Unallocated liabilities 12,149

Total liabilities 22,492

Other information

Capital expenditure 1,251 1,594 172 - 3,017
Depreciation and amortisation 1,153 759 319 - 2,231
Other non-cash expenses 38 113 72 - 223



NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2004

(In Singapore dollars)

34. Segment information (cont’d)

2003 Fish Accessories Plastics Eliminations Group
$'000 $'000 $'000 $'000 $'000
Turnover
External sales 27,466 33,646 6,568 - 67,680
Inter-segment sales 2,540 11,168 973 (14,681) -
Total sales 30,006 44,814 7,541 (14,681) 67,680
Results
Segment results 5,402 5,377 265 (25) 11,019
Unallocated expenses (1,251)
Qian Hu 2004 E—
122 9,768
Financial expenses (net) (214)
Taxation (1,784)
Minority interests (754)
Net profit for the year 7,016

Assets and Liabilities

Assets 27,333 24,155 4,664 - 56,152
Investment in associates 66
Unallocated assets 1,028
Total assets 57,246
Liabilities 4,908 5,582 1,159 - 11,649
Unallocated liabilities 4,866

Total liabilities 16,515

Other information

Capital expenditure 866 786 174 - 1,826
Depreciation and amortisation 797 617 325 - 1,739
Other non-cash (income) expenses  (1,223) (17) 1 - (1,239)



34.

35.

Segment information (cont’d)
(b) Analysis by Geographical Segments

Segment turnover is based on the location of customers regardless of where the business is conducted. Segment
assets and capital expenditure are based on the geographical location of those assets.

Turnover Assets Capital expenditure

2004 2003 2004 2003 2004 2003

$'000 $'000 $'000 $'000 $'000 $'000

Singapore 22,436 29,741 24,141 24,548 291 605
Other Asian countries 29,213 28,239 40,741 32,698 2,726 1,221
Europe 10,881 7,856 - - - -
Others 2,962 1,844 - - - -
Total 65,492 67,680 64,882 57,246 3,017 1,826

Financial instruments

Financial risk management objectives and policies

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, credit risk and

foreign exchange risk. The policies for managing each of these risks are summarised below.

The Group does not hold or issue derivative financial instruments for trading purposes.

Interest rate risk
The Group has cash balances placed with reputable banks and financial institutions.

The Group obtains additional financing through bank borrowings and finance lease arrangements. The
Group’s policy is to obtain the most favourable interest rates available without increasing its foreign currency

exposure.

Information relating to the Group's interest rate exposure is also disclosed in the notes on the Group’s
borrowings, including finance lease arrangements.

Liquidity risk

In the management of liquidity risk, the Group monitors and maintains a level of cash and cash equivalents
deemed adequate by management to finance the Group's operations and mitigate the effects of fluctuations in

cash flows.
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35. Financial instruments (cont’d)

Credit risk

The carrying amounts of cash and cash equivalents, trade and other receivables, amount due from associates
and corporate guarantees granted represent the Group’s maximum exposure to credit risk in relation to

financial assets. No other financial assets carry a significant exposure to credit risk.

It is the Group's policy to sell to a diversity of creditworthy customers so as to reduce concentration of credit risk.
Therefore, the Group does not expect to incur material credit losses on its risk management or other financial

instruments.

Foreign exchange risk

The Group incurs foreign exchange risk on sales, purchases and borrowings that are denominated in a currency
other than Singapore dollars. The currencies giving rise to this risk are primarily US dollar, Euro and Japanese

Yen.

The Group does not have any formal hedging policy against foreign exchange fluctuations. However, the
Group continuously monitor the exchange rates of the major currencies and enter into hedging contracts with
banks from time to time whenever the management detect any movements in the respective exchange rates
which may impact on the Group's profitability.

Foreign currencies received are kept in foreign currencies accounts and are converted to the respective

measurement currencies of the companies on a need-to basis so as to minimise the foreign exchange exposure.

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction
between knowledgeable willing parties in an arm'’s length transaction, other than a forced or liquidation sale.

Fair values are obtained from quoted market prices and discounted cash flow models as appropriate.

The carrying values of cash and cash equivalents, trade and other receivables and payables, provisions and
other liabilities approximate their fair values due to the relatively short-term maturity of these financial

instruments.

It is not practicable to determine, with sufficient reliability without incurring excessive costs, the fair value of the
amounts due from/to subsidiaries, associates and related companies due to the absence of agreed repayment

terms between the parties involved.



35. Financial instruments (cont’d)
Quoted investments

The fair value of quoted investment is estimated based on quoted market price for this investment.

Finance lease obligations

The aggregate net fair values of financial assets and financial liabilities, which are not carried at fair value in the
balance sheet, are presented in the following table as of 31 December 2004. The fair values of finance lease
obligations and loans are estimated using discounted cash flows analysis, based on current incremental lending
rates for similar types of lending and borrowing arrangements.

Carrying Amount Estimated fair value
2004 2003 2004 2003 Fingncial Statements
$ $ $
Group 125
Financial liability
Finance lease obligations 757,275 964,130 707,669 953,809
Bank term loans 8,485,973 1,382,238 8,188,475 1,074,881
Company
Financial liability
Finance lease obligations 351,165 539,449 331,585 531,904
Bank term loans 7,295,000 - 7,235,000 -

36. Livestock

The main risk arising from the Group's livestock is business risk. The Group has institutionalised a
comprehensive health management and quarantine system for all its domestic and overseas operations to
ensure a consistently high standard of good health care management and hygiene for its livestock. Currently,
all its domestic and overseas fish operations have attained ISO 9002 certification.

37. Authorisation of financial statements

The financial statements of the Company for the year ended 31 December 2004 were authorised for issue in
accordance with a directors’ resolution dated 12 January 2005.
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STATISTICS OF SHAREHOLDERS

as at 28 January 2005

Authorised Share Capital:
Issued and fully Paid-up Capital:
Class of Shares:

Number of Shares:

Analysis of Shareholders

$$20,000,000

$$12,821,124

Ordinary share of $$0.10 each
128,211,238

No. of
Range of Shareholdings Shareholders % Shares %
1-999 105 7.33 41,353 0.03
1,000 - 10,000 717 50.03 3,562,750 2.78
10,001 - 1,000,000 594 41.45 30,228,690 23.58
1,000,001 and above 17 1.19 94,378,445 73.61
Total 1,433 100.00 128,211,238 100.00

Substantial Shareholders

Shareholdings registered
in the name of the
Substantial Shareholders

Shareholdings held by
the Substantial Shareholders
in the name of nominees

Shareholdings in which
the Substantial Shareholders
are deemed to be interested**

Name of Shareholders No. of Shares % No. of Shares % No. of Shares %
1. Qian Hu Holdings Pte Ltd 10,000,000 7.80 26,320,842 20.53 - -
2. Yap Ah Seng Alvin* 6,229,872 4.86 - - 39,600 0.031
3. Yap Ah Siong Andy* 6,229,872 4.86 - - 178,200 0.139
4. Yap Kim Choon* 6,229,872 4.86 - - - -
5. Yap Kim Lee Kenny* 5,637,126 4.40 - - - -
6. Yap Hock Huat* 5,344,872 4.17 - - 84,360 0.066
7. Yap Ping Heng* 5,229,872 4.08 - - 30,000 0.023
8. Yap Kim Chuan* 4,003,870 3.12 2,226,002 1.74 - -

* Each has a shareholding of 14.04% in Qian Hu Holdings Pte Ltd (“QHHPL’) except for Yap Kim Lee Kenny whose shareholding in QHHPL is 15.76%

** Held by spouse

Top Twenty Shareholders

Name of Shareholders

No. of Shares

%

1. Raffles Nominees Pte Ltd 26,320,842 20.53
2. Qian Hu Holdings Pte Ltd 10,000,000 7.80
3. Yap Ah Seng Alvin 6,229,872 4.86
4. Yap Ah Siong Andy 6,229,872 4.86
5. Yap Kim Choon 6,229,872 4.86
6. Yap Kim Lee Kenny 5,637,126 4.40
7. Yap Hock Huat 5,344,872 4.17
8. Yap Ping Heng 5,229,872 4.08
9. HL Bank Nominees (S) Pte Ltd 4,194,150 3.27
10.  Yap Kim Chuan 4,003,870 3.12
11.  Hong Leong Finance Nominees Pte Ltd 3,513,453 2.74
12.  Yap Hey Cha 3,001,440 2.34
13.  Ang Kim Sua 2,155,200 1.68
14. Koh Guat Lee 2,104,001 1.64
15.  Goh Siak Ngan 1,992,003 1.55
16.  BNP Paribas Nominees Singapore Pte Ltd 1,134,000 0.88
17.  Lim Peng Chuan 1,058,000 0.83
18. Ng Wah Hong 830,482 0.65
19.  Phillip Securities Pte Ltd 791,520 0.62
20. Lim Boo Hua 658,400 0.51

Total 96,658,847 75.39

Based on the information provided, to the best knowledge of the Directors and the substantial shareholders of the Company, 26.99% of the issued share
capital of the Company is held in the hands of the public as at 28 January 2005. Accordingly, Rule 723 of the Singapore Exchange Listing Manual has

been compiled with.



NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Sixth Annual General Meeting of the Company will be held at No. 71 Jalan Lekar,
Singapore 698950 on Friday, 18 March 2005 at 11.00 a.m. to transact the following business: -

ORDINARY BUSINESS

1

To receive and adopt the Directors’ Report and Audited Accounts for the financial year ended 31 December 2004
and the Auditors’ Report thereon. [Resolution 1]

To re-elect Mr Chang Weng Leong, who is retiring by rotation in accordance with Article 89 of the Company’s
Articles of Association, as Director of the Company. [Resolution 2]

To re-elect Mr Lee Teck Leng Robson, who is retiring by rotation in accordance with Article 89 of the Company’s
Avrticles of Association, as Director of the Company. [Resolution 3]

To re-elect Ms Lai Chin Yee, who is retiring in accordance with Article 88 of the Company’s Articles of Association,
as Director of the Company. [Resolution 4]

To approve the sum of $30,000/- as Directors’ fees for the financial year ended 31 December 2004.
(2003: $30,000) [Resolution 5]

To re-appoint Messrs Ernst & Young as Auditors of the Company and to authorise the Directors to fix their
remuneration. [Resolution 6]

To transact any other business that may be transacted at an Annual General Meeting.

SPECIAL BUSINESS

8

To consider and, if thought fit, to pass the following as Ordinary Resolution, with or without modifications: -

Ordinary Resolution: -
General Mandate to authorise the Directors to issue shares or convertible securities

“THAT pursuant to Section 161 of the Companies Act, Cap. 50 and the listing rules of the Singapore Exchange
Securities Trading Limited (the “Listing Rules”), authority be and is hereby given to the Directors of the Company to
allot and issue: -

shares; or

convertible securities; or

additional securities issued pursuant to Rule 829 of the Listing Rules; or
shares arising from the conversion of securities in (b) and (c) above,

a
b
c
d

in the Company (whether by way of rights, bonus or otherwise) at any time to such persons and upon such terms
and conditions and for such purposes as the Directors may in their absolute discretion deem fit, provided that: (i)
the aggregate number of shares and convertible securities to be issued pursuant to this resolution must be not more
than 50% of the issued share capital of the Company (calculated in accordance with (ii) below), of which the
aggregate number of shares and convertible securities issued other than on a pro rata basis to existing sharehold-
ers must be not more than 20% of the issued share capital of the Company (calculated in accordance with (i)
below); and (ii) for the purpose of determining the number of shares and convertible securities that may be issued
pursuant to (i) above, the percentage of issued share capital shall be calculated based on the Company’s issued
share capital at the time of the passing of this resolution after adjusting for (a) new shares arising from the conver-
sion or exercise of convertible securities; (b) new shares arising from exercising share options or vesting of share
awards outstanding or subsisting at the time of the passing of this resolution and (c) any subsequent consolidation
or subdivision of shares. Unless revoked or varied by ordinary resolution of the shareholders of the Company in
general meeting, this resolution shall remain in force until the earlier of the conclusion of the next Annual General
Meeting of the Company or the date by which the next Annual General Meeting of the Company is required by law
to be held, whichever is earlier. [See Explanatory Note] [Resolution 7]
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Notice of Annual General Meeting (cont’d)

By Order of the Board

Lai Chin Yee

Yeoh Kar Choo Sharon
Company Secretaries
Singapore

24 February 2005

Explanatory Note:

The ordinary resolution set out in item 8 above, if passed, will empower the Directors from the date of the Annual General Meeting until the date of the next
Annual General Meeting of the Company, to issue shares and convertible securities in the Company up to an aggregate number not exceeding 50% of the
issued share capital of the Company, of which the aggregate number issued other than on a pro rata basis to all existing shareholders of the Company shall
not exceed 20% of the issued share capital of the Company, as more particularly set out in the resolution.

Notes:

A member entitled to attend and vote at the Annual General Meeting may appoint not more than two proxies to attend and vote on his behalf and such proxy
need not be a member of the Company. Where a member appoints more than one proxy, he shall specify the proportion of his shareholding to be represented
by each proxy. The instrument appointing a proxy or proxies must be deposited at the registered office of the Company at No. 71 Jalan Lekar Singapore
698950 not later than 48 hours before the time set for the Annual General Meeting.



PROXY FORM

QIAN HU CORPORATION LIMITED IMPORTANT
(Incorporated in the Republic of Singapore) 1. For investors who have used their CPF monies to buy
(Company Registration No. 199806124N) Qian Hu Corporation Limited’s shares, the Annual

Report is forwarded to them at the request of their CPF
Approved Nominees and is sent solely FOR
INFORMATION ONLY.

2. This proxy is not valid for use by CPF investors and shall
be ineffective for all intents and purposes if used or
purported to be used by them.

1/We NRIC/Passport/Co. Registration No.

of

being a member/members of QIAN HU CORPORATION LIMITED hereby appoint

NRIC/Passport Proportion of
NG ReliiieEs No. Shareholdings (%)

and/or (delete as appropriate)

NRIC/Passport Proportion of
ape haslices No. Shareholdings (%)

as my/our proxy to vote for me/us and on my/our behalf and, if necessary to demand a poll, at the Annual General Meeting ("AGM”) of the
Company to be held at No. 71 Jalan Lekar Singapore 698950 on Friday, 18 March 2005 at 11.00 a.m. and at any adjournment thereof.

I/We direct my/our proxy/proxies to vote for or against the Resolutions to be proposed at the AGM as indicated hereunder. If no specific
directions as to voting are given, the proxy/proxies will vote or abstain from voting at his/their discretion, as he/they will on any other matter
arising at the AGM. If no person is named in the above boxes, the Chairman of the AGM shall be my/our proxy to vote, for or against the
Resolutions to be proposed at the AGM as indicated hereunder for me/us and on my/our behalf at the AGM and at any adjournment thereof.

No. | Resolutions Relating To: For*

AS ORDINARY BUSINESS

1 | Directors’ Report and Audited Accounts for the financial year ended
31 December 2004

Against*

Re-election of Mr Chang Weng Leong as director

Re-election of Mr Lee Teck Leng Robson as director

Re-election of Ms Lai Chin Yee as director

Approval of directors’ fees

o O AW N

Re-appointment of Ernst & Young as auditors

AS SPECIAL BUSINESS
7 | Authority to allot and issue new shares

* Please indicate your vote “For” or “Against” with a “X” within the box provided.

Dated this day of 2005 Total Number of Shares Held

Signature(s) of Member(s) or
Common Seal of Corporate Member

IMPORTANT: PLEASE READ NOTES OVERLEAF



Notes:

1.

Please insert the total number of shares held by you. If you have shares entered against your name in the Depository Register (as
defined in Section 130A of the Companies Act, Cap. 50), you should insert that number. If you have shares registered in your
name in the Register of Members of the Company, you should insert that number. If you have shares entered against your name
in the Depository Register and shares registered in your name in the Register of Members, you should insert the aggregate
number. If no number is inserted, this form of proxy will be deemed to relate to all the shares held by you.

A member entitled to attend and vote at the Annual General Meeting is entitled to appoint not more than two proxies to attend
and vote on his behalf and such proxy need not be a member of the Company. Where a member appoints two proxies, he shall
specify the proportion of his shares to be represented by each such proxy, failing which the nomination shall be deemed to be
alternative.

The instrument appointing a proxy or proxies must be deposited at the Company’s registered office at No. 71 Jalan Lekar,
Singapore 698950 not less than 48 hours before the time set for the Annual General Meeting.

The instrument appointing a proxy or proxies must be under the hand of the appointer or of his attorney duly authorised in
writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it must be executed under its common
seal or signed on its behalf by an attorney duly authorised in writing or by an authorised officer of the corporation.

Where an instrument appointing a proxy or proxies is signed on behalf of the appointer by an attorney, the letter or the power of
attorney (or other authority) or a duly certified copy thereof must (failing previous registration with the Company) be lodged with
the instrument of proxy, failing which the instrument may be treated as invalid.

A corporation which is a member may by resolution of its directors or other governing body authorise such person as it thinks fit to
act as its representative at the Annual General Meeting.

The Company shall be entitled to reject this instrument of proxy if it is incomplete, improperly completed, illegible or where the
true intentions of the appointer are not ascertainable from the instructions of the appointer specified in this instrument of proxy. In
addition, in the case of members whose shares are entered in the Depository Register, the Company may reject an instrument of
proxy lodged if the member, being the appointer, is not shown to have shares entered against his name in the Depository Register
as at 48 hours before the time set for holding the Annual General Meeting, as certified by The Central Depository (Pte) Limited to
the Company.
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24 February 2005 4” HU ﬁ

Dear Shareholders

We realise that you may not be able to attend our forthcoming Annual General
Meeting ("AGM") for some reason or other. As in the previous year, we have set up
several channels to communicate with our investors and shareholders. All because we
deeply value your feedback and input.

You now may channel your questions and feedback to us via the following methods:

e Through our online feedback at our website, www.qianhu.com

- At our homepage, please click on ‘Qian Hu Feedback’
- Follow the instructions and click ‘Submit’ when you have completed the online form

* By calling our automated hotline number 6511 1086

- Dial 6511 1086
- Choose your language options
- Press 1 for 'Feedback’

* By sending us an email through investor@qianhu.com
e By faxing us your feedback through 6766 3995

We will look into all of your feedback questions and answer them during the AGM,
provided they reach us before 18 March 2005. A copy of the minutes of the AGM
will be posted on our website and via SGXNET.

Yours faithfully

Kenny Yap Kim Lee
Executive Chairman and Managing Director
Qian Hu Corporation Limited

To facilitate your attendance at our Annual General Meeting
(AGM) and Extraordinary General Meeting (EGM) on 18 March
2005, at No. 71 Jalan Lekar Singapore 698950 at 11am,
transport arrangements have been made available for you.

We have chartered a bus to ferry you from the Choa Chu
Kang MRT Station to our meeting venue. The bus will leave at

10:40am sharp.

Please proceed to the Taxi Stand in front of the Choa Chu
Kang MRT Station. Kindly refer to the location map.

Transportation will also be provided back to the Choa Chu

Kang MRT Station after the meeting.




