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ANNUAL RESULTS FOR THE YEAR ENDED 31 DECEMBER 2012

The board (the “Board”) of directors (the “Direct®yr of First Natural Foods Holdings Limited (the
“Company”) announces the audited consolidated tesfithe Company and its subsidiaries (the “Grdig’
the year ended 31 December 2012, which have beaemddpy the auditor of the Company, together with
comparative figures for the corresponding yearQif12as follows:

* for identification purposes only



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2012

Notes

Turnover 3&5
Cost of sales

Gross profit

Other income 4
Selling and distribution expenses

Administrative expenses

Profit from operations

Restructuring costs

Gain on debts discharged under the scheme of @maeg
Loss on group reorganisation

Finance costs

0O ~N~NO

Profit before tax 9
Income tax expenses 10

Profit and total comprehensive income for the year
attributable to owners of the Company

Earnings per share attributable to owners of the Cmpany
Basic and diluted (HK$ per share) 12

2012 2011
HK$'000 HK$'000
651,562 881,291
(626,058) (856,634)
25,504 24,657
13,237 9,662
(6,293) (2,106)
(13,036) (13,619)
19,412 18,594
(8,581) (3,755)
381,258 -
(260) -
(6,629) (8,872)
385,200 5,967
(2,342) (3,225)
382,858 2,742
(Restated)
2.73 0.18



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2012

Notes 2012 2011
HK$'000 HK$'000

Non-current assets

Property, plant and equipment 237 256
Prepayments, deposits and other receivables 26,375 29,375
Goodwiill 6,098 6,098
Deferred tax assets - 253

32,710 35,982

Current assets

Inventories 3,444 4,187
Trade receivables 13 72,318 47,787
Prepayments, deposits and other receivables 8,134 7,905
Bank and cash balances 66,952 36,186
Current tax assets 928 -

151,776 96,065

Current liabilities

Trade and bills payables 14 15,867 16,811
Accruals, other payables and deposits received 8,015 319,664
Bank and other borrowings - 215,597
Financial guarantee liabilities - 15,325
Current tax liabilities 106 1,879
23,988 569,276
Net current assets / (liabilities) 127,788 (473,211)
Total assets less current liabilities 160,498 (437,229)
Non-current liabilities
Deferred tax liabilities 10 -
NET ASSETS / (LIABILITIES) 160,488 (437,229)

Capital and reserves

Share capital 15 4,002 59,296
Reserves 156,486 (496,525)
TOTAL EQUITY / (DEFICIENCY OF TOTAL EQUITY) 160,488 (437,229)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2012

1.

Basis of preparation
Completion of the restructuring of the Group andgsemption of trading in the shares of the Company

Trading in the shares of the Company (the “Sharesty suspended on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Excharnget the request of the Company on 15
December 2008.

On 6 January 2009, a winding-up petition (the “®Rw@il') and the application for the appointment laé t
joint and several provisional liquidators of thenGany (the “Provisional Liquidators”) were presehte
to and filed with the High Court of Hong Kong Spdochdministrative Region (the “Hong Kong Court”)
by the Company. On the same day, Mr. Stephen LiuRéung and Mr. David Yen Ching Wai were
appointed as the Provisional Liquidators by the ¢H&iong Court. The Petition was filed with the Hong
Kong Court on 7 January 2009 to effect the appe@ntmThe Provsional Liquidators took control and
possession of the assets of the Company.

Since then, the Provisional Liquidators had comradmrestructuring the Company. On 30 July 2009 and
21 September 2010, an exclusivity agreement angpplemental exclusivity agreement respectively
were entered into among the investor (the “Invéstoamely Group Will Holdings Limited, Mr. Huang
Kunyan, the Company and the Provisional Liquidatorgrant the Investor an exclusive right to prepar
and submit a resumption proposal to the Stock Exgbawith the view to resume trading of the
Company's shares.

Since the second half of 2009, with the working ipfacility (the “Working Capital Facility”)
provided by the Investor, the Group had restoredtriading business operation by establishing the
special purpose vehicles to carry out the fooditiga@dnd processing business. In October 2010, the
Group completed the acquisition of the entire idsslgare capital of Orient Legend International téui
(“Orient Legend”) for an aggregate cash considenatif HK$10,000,000, pursuant to which the trading
of food products were strengthened further. Insda@me month, the Group entered into an operatirsglea
agreement (the “Sincere Gold Agreement”) with aejmendent third party. According to the terms of
the Sincere Gold Agreement, the independent thamtlypvho has a processing plant in Jiangmen, the
PRC, will provide the processing of food producgsvie for the Group. Leveraging on the large
customers base and trading volume of Orient Legtmed Sincere Gold Agreement further strengthens
the processing of food products business of theisro

On 5 January 2012, the Company, the Provisionalidagors, the Investor and Mr. Huang Kunyan as
the guarantor entered into a formal restructuriggeement to implement the proposed restructuring of
the Company which included, inter alia, (i) caprdtructuring; (ii) open offer; (iii) subscriptiaf new
shares; (iv) issue of creditors shares; (v) implatet#on of the scheme of arrangement; and (vi) grou
reorganisation. On 4 September 2012, the propossiducturing was completed. With effect from 4
September 2012, the Provisional Liquidators weseldirged and the petition for winding-up of the
Company was dismissed by the Hong Kong Court. Upergrant from the Stock Exchange, trading in
the shares of the Company was resumed on 6 Sept@@h2

Change in presentation currency
The Company and the Group changed their presentetirrency from Renminbi to Hong Kong dollars

during year because the Directors consider thatgsihg Hong Kong dollars as the presentation cugrenc
best suits the needs of the shareholders and orgest



2. Adoption of New and Revised Hong Kong FinancidReporting Standards (“HKFRSs”)

In the current year, the Group has adopted forfitse time the following new and revised HKFRSs
issued by the Hong Kong Institute of Certified Rulficcountants (“the HKICPA”) which are effective
for its accounting year beginning on 1 January 2012
HKFRS 1 Amendments Amendments to HKFRS 1 Firsetikdoption of
Hong Kong Financial Reporting Standards
- Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters
Amendments to HKFRS 7 Finarncgituments:
Disclosures - Transfers of Financial Assets
Amendments to HKAS 12 Defeifaxt
Recovery of Underlying Assets

HKFRS 7 Amendments
HKAS 12 Amendments
HKFRSs comprise Hong Kong Financial Reporting Stadd (“HKFRS”); Hong Kong Accounting
Standards (“HKAS”); and Interpretations. The adoptf these new and revised HKFRSs did not result
in significant changes to the Group’s accountinkicps, presentation of the Group’s financial staata

and amounts reported for the current year and peaars.

The Group has not early applied the following newl gevised HKFRSs that have been issued but are

not yet effective:

HKFRS 1 Amendments
HKFRS 7 Amendments

HKFRS 9 and HKFRS 7 Amendments

HKFRS 10, HKFRS 11 and HKFRS 12
Amendments

HKFRS 10, HKFRS 12 and HKAS 27
Amendments

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HKAS 19 (2011)
HKAS 27 (2011)
HKAS 28 (2011)
HKAS 1 Amendments

HKAS 32 Amendments

HK(IFRIC)-Int 20

Government Lodns
Amendments to HKFRS 7 Finaregtuments:
Disclosures - Offsetting Financial Assets
and Financial Liabilitie$
Amendments to HKBR&ancial Instruments and
HKFRS 7 Financial Instruments:
Disclosures - Mandatory Effective Date of HKFRS 9
and Transition Disclosurés
Amendments to HRAR Consolidated Financial
Statements, HKFRS 11 Joint Arrangésne
and HKFRS 12 Disclosure of Interests
in other Entities: Transition Guidante
Amendments to HKARSC onsolidated Financial
Statements, HKFRS 12 Disclosuratefdsts in
Other Entities and HKAS 27 Separate Financial
Statements: Investment Entities
Financial Instruments
Consolidated Financial Statemeénts
Joint Arrangements
Disclosure of Interests in Other Entifies
Fair Value Measuremént
Employee Benefits
Separate Financial Stateménts
Investments in Associates and Jémtures’
Presentation of Financial StateamePresentation of
ltems of Other Comprehensive Incone
Presentation - Offsetting Faamssets and Financial
Liabilities*
Stripping Costs in the ProductiBhase of a Surface
Mine?



Effective for annual periods beginning on or fteJuly 2012

Effective for annual periods beginning on or aftefanuary 2013
Effective for annual periods beginning on or aftetanuary 2014
Effective for annual periods beginning on or afteJanuary 2015

AW N P

In the meantime, there are Annual Improvement td-REs 2009-2011 Cycle on HKFRS 1 and HKASs
1, 16, 32 and 34 for annual periods beginning cafter 1 January 2013.

The Group has already commenced an assessmestiofghact of these new and revised HKFRSs but is
not yet in a position to state whether these neswramised HKFRSs would have a material impact n it
results of operations and financial position.

Turnover

Turnover represents the invoiced value of goodd,delks value-added tax, goods returns and trade
discounts during the year.

2012 2011
HK$'000 HK$'000

Sales of goods 651,562 881,291

Other income

2012 2011

HK$'000 HK$'000

Food processing income 6,810 6,633
Commission income 840 1,603
Storage fee income 5,486 1,361
Interest income 84 39
Sundry income 17 26
ﬂ ﬂ



Segment information

The Group has one reportable operating segmentddafmezen and functional food products” which

refers to the processing and trading of food prtmunainly including frozen and functional food
products.

The accounting policies of the operating segmeattie same as those used in the preparation of the
consolidated financial statements. Segment profitkosses do not include finance costs arising from
bank and other borrowings, restructuring costsarallocated corporate income and expenses. Segment
liabilities do not include bank and other borrovanfinancial guarantee liabilities, deferred tabllities

and amounts due to related parties. Segment noaentuassets do not include financial instruments,
deferred tax assets, post-employment benefit agadtsights arising under insurance contracts.

Information about reportable segment profit or éssassets and liabilities is as follows:

Frozen and
functional food products
2012 2011

HK$'000 HK$'000

Years ended 31 December

Revenue from external customers 651,562 881,291
Segment profit 20,892 20,006
Interest income 58 9
Finance costs arising from bank overdraft - 5
Depreciation 87 77
Income tax expenses 2,342 3,225
Additions to segment non-current assets 78 296

As at 31 December

Segment assets 178,388 117,082
Segment liabilities 23,538 99,398

Reconciliations of reportable segment profit oskss assets and liabilities:

Year ended 31 December
2012 2011
HK$'000 HK$'000

Profit or losses

Profit of reportable segment 20,892 20,006
Unallocated amounts:
Unallocated corporate income and expenses (1,480) (1,417)
Gain on debts discharged under the scheme afgenaent 381,258 -
Loss on group reorganisation (260) -
Restructuring costs (8,581) (3,755)
Finance costs arising from bank and other bomgsvi
excluding bank overdraft (6,629) (8,867)
Consolidated profit before tax 385,200 5,967



Assets
Total assets of reportable segment
Unallocated amounts:

Deferred tax assets

Goodwill

Unallocated corporate assets

Consolidated total assets

Liabilities
Total liabilities of reportable segment
Unallocated amounts:
Deferred tax liabilities
Bank borrowings
Financial guarantee liabilities
Unallocated corporate liabilities

Consolidated total liabilities

Geographical information

Canada
Mainland China
Hong Kong
Others

Consolidated total

As at 31 December

2012 2011
HK$'000 HK$'000

178,388 117,082
- 264

6,098 6,098

- 8,603

184,486 132,047
23,538 99,398
10 11

- 208,597

- 15,325

450 245,945

23,998 569,276

Turnover Non-current assets

Year ended 31 December As at 31 December
2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
37,321 38,316 - -
542,058 775,516 - -
72,183 54,856 32,710 35,729
- 12,603 - -
651,562 881,291 32,710 35,729

In presenting the geographical information, reveisuzased on the locations of the customers.

Revenue from customers of the corresponding yeamgributing over 10% of the total sales of

Group are as follows:

Customer A
Customer B
Customer C

Customer A
Customer B
Customer C

2012
HK$'000

120,517
101,779

70,809

2011
HK$'000

283,886
146,368

105,620

the



Restructuring costs

Restructuring costs of approximately HK$8,581,0@D1(: approximately HK$3,755,000) mainly
included the legal fees, fee to the financial aslvand the Provisional Liquidators and other preifesal

fees for implementing the proposed restructuringhef Company. Such expenses were financed by the
Investor and non-recurring in nature.

The scheme of arrangement and group reorganisatn

Gain on debts discharged under the scheme of arramgnt

On 26 April 2012, the majority of the scheme creditapproved a scheme of arrangement and
accordingly all indebtedness owed by the Comparnkidascheme creditors on the date for determination
of entitlement of the scheme creditors were reladischarged and fully settled on 4 September 2012

The scheme of arrangement was sanctioned by the HMamg Court and the Supreme Court of
Bermuda on 16 May 2012 and 18 May 2012 respectildly total indebtedness admitted by the scheme
administrator under the scheme of arrangement wschaiged in full and settled by way of a
combination of the cash payment of HK$62,000,00d @&@suance of 14,823,936 creditors shares
credited as fully paid. As a result, a gain on detischarged under the scheme of arrangement of
approximately HK$381,258,000 (2011: Nil) was redsgd during the year ended 31 December 2012,
being calculated as follows:

HK$'000
Debts discharged:
Bank borrowings 208,597
Financial guarantee liabilities 15,325
Accruals, other payables and deposit received 227,670
______ 451,592
Satisfied by:
Cash consideration (62,000)
Issue of creditors shares (at fair value) (8,334)
_______ (70,334
Gain on debts discharged under the scheme of amseg 381,258

Loss on group reorganisation

On 4 September 2012, the Group completed the odgting agreement where Smart Dragon
International Trading Limited, First China Techngyd_imited and First China Technology (Hong Kong)
Limited, which are the former immediate subsidisrief the Company, (the “Former Immediate
Subsidiaries”), and Fuging Longyu Food Developmé&uampany Limited, Jiajing Commercial
(Shanghai) Company Limited and Ningbo Dingwei F@mVelopment Company Limited, which are the
subsidiaries of the Smart Dragon International ihgd.imited or First China Technology Limited and
had been deconsolidated from the Group since 12D (details of the deconsolidation were disalose
in note 2 and 10 to the consolidated financialestents of the Company’s 2008 annual report dated 22
January 2010), were transferred out of the Groujm¢onominee of the administrators of the aforesaid
scheme of arrangement.



HK$'000

Net Assets of the Former Immediate Subsidiaries
at the date of disposal of were as follows:

Deferred tax assets 264
Bank and cash balances 62
Accruals, other payables and deposits received (66)

260
Loss on group reorganisation (260)
Total consideration satisfied by cash -

Net cash outflow arising on group reorganisation:

Cash and cash equivalents of the subsidiaripost of (62)

As the result of the group reorganisation, the mergserve of approximately HK$38,900,000 included
in the consolidated statement of changes in equéy transferred to the accumulated losses of the

Group during the year.

Finance costs

2012 2011
HK$'000 HK$'000

Interest expenses on:

Bank borrowings wholly repayable within 1 yeamordemand 6,183 8,657
Other borrowing wholly repayable within 1 year 446 210
- 5

Bank overdraft interest

6,629 8,872

Profit before tax

The Group’s profit before tax is stated after chagdghe following:

2012 2011

HK$'000 HK$'000

Cost of inventories sold 626,058 856,634
Depreciation 92 86

-10 -



10.

11.

12.

Income tax expenses

2012 2011
HK$'000 HK$'000

Current tax - Hong Kong Profits Tax

Provision for the year 2,372 3,211
Under-provision in prior years - 3
Over-provision in prior years (29) -
2,343 3,214

Deferred tax (1) 11

2,342 3,225

Hong Kong Profits Tax is calculated at 16.5% (2018.5%) of the estimated assessable profits for the
year.

Tax charge on profits assessable elsewhere have dateulated at the rates of tax prevailing in the

countries in which the Group operates, based ostiegi legislation, interpretation and practices in
respect thereof.

Dividend

The Directors do not recommend the payment of @ filividend for the year ended 31 December 2012
(2011: Nil).

Earnings per share attributable to owners oftte Company

Basic earnings per share

The calculation of basic earnings per share atailtla to owners of the Company is based on théatprof
for the year attributable to owners of the Compasfy approximately HK$382,858,000 (2011:
approximately HK$2,742,000) and the weighted aweragmber of approximately 140,139,000 ordinary
shares (2011: approximately 14,824,000 ordinaryreshain issue during the year which has been
adjusted resulting from the share consolidatioa stbscription of new shares and the open offer.

Diluted earnings per share

Diluted earnings per share for the years ended &leidber 2012 and 2011 is the same as the basic
earnings per share as the Company did not havdikuniye potential ordinary shares during the years

-11 -



13. Trade receivables

The Group’s trading terms with customers mainly pase credit and cash on delivery. The credit terms
generally range from 30 to 90 days. Each custorasrehmaximum credit limit. For new customers,
payment in advance is normally required. The Greegks to maintain strict control over its outstagdi
receivables. Overdue balances are reviewed regldathe management.

The aging analysis of trade receivables as at tkdeoé the reporting period, based on the invoice,da
and net of allowance, is as follows:

2012 2011

HK$'000 HK$'000

Within 1 month 19,216 5,594
More than 1 month but within 3 months 23,619 27,320
More than 3 months but within 6 months 12,522 12,057
More than 6 months but within 1 year 8,594 2,640
More than 1 year 8,367 176
72,318 47,787

14. Trade and bills payables

The aging analysis of trade and bills payables éiseaend of the reporting period, based on theiges
date, is as follows:

2012 2011

HK$'000 HK$'000

Within 1 month 4,694 5,062
More than 1 month but within 3 months 8,702 10,905
More than 3 months but within 6 months 2,129 8
More than 6 months but within 1 year - 813
More than 1 year 342 23
15,867 16,811

-12 -



15. Share capital

The Group’s objectives when managing capital arsaf@guard the Group’s ability to continue as a

going concern and to maximise the return to theesttdders through the optimisation of the debt and
equity balance.

The Group sets the amount of capital in propornt@risk. The Group manages the capital structuce an
makes adjustments to it in the light of changesdonomic conditions and the risk characteristicthef
underlying assets. In order to maintain or adjostdapital structure, the Group may adjust the gaym

of dividends, issue new shares, buy-back sharisg n@w debts, redeem existing debts or sell aksets
reduce debits.

2012 2011
HK$'000 HK$'000
Authorised:
800,000,000 ordinary shares of HK$0.01 each
(2011: 2,000,000,000 ordinary shares of HK$0 &hg (Note (i) 8,000 100,000
Issued and fully paid:
400,246,274 ordinary shares of HK$0.01 each
(2011: 1,185,914,889 ordinary shares of HK$0 &&hg 4,002 59,296

The holders of ordinary shares are entitled toivecdividends as declared from time to time and are

entitled to one vote per share at meeting of they@my. All ordinary shares rank equally with regtrd
the Company’s residual assets.

Movement of the number of shares issued and thre slagital during the current year is as follows:

Number of Share
shares issued capital
'000 HK$'000
At 1 January 2011, 31 December 2011 and 1 Jan@dr¥ 2 1,185,915 59,296
Capital restructuring (Note (i)) (1,171,091) (59,148)
14,824 148
Share subscription (Note (ii)) 266,831 2,668
Open offer (Note (iii)) 103,767 1,038
Issue of creditors shares (Note (iv)) 14,824 148
At 31 December 2012 400,246 4,002
Notes:

(i) The capital restructuring of the Company becaffiective on 7 August 2012 which comprised the
following:

Capital reduction

The capital reduction involved a reduction of ttee palue of each share from HK$0.05 each to
HK$0.000125 each which gave rise to a credit ofraxamately HK$59,148,000 on the basis of

1,185,914,889 shares in issue. Such credit wasitpedniby the Companies Act 1981 of Bermuda
to set off part of the accumulated losses of then@amy.

-13 -



(ii)

Capital cancellation

Immediately following the capital reduction, them&ning authorised but unissued share capital of
the Company of 814,085,111 unissued shares of glaie vof HK$0.05 each amounting to an
aggregate of approximately HK$40,704,000 was céett@h its entirety resulting in the authorised
and issued share capital of the Company being estliccapproximately HK$148,000, divided into
1,185,914,889 shares of par value of HK$0.000125.ea

Share consolidation

The share consolidation was implemented to corest@liévery 80 issued shares of par value of
HK$0.000125 each into one share of par value of 8% each. As a result, 1,185,914,889 issued
shares of the Company were consolidated into 1498B3%hares of HK$0.01 each.

Share premium cancellation

The entire amount of approximately HK$299,181,0@M0ding to the credit of the share premium
account of the Company as at 31 December 2011 arasetted and applied to set off part of the
accumulated losses of the Company as at 31 Decexfithérpermitted by the Companies Act 1981
of Bermuda.

Increase in authorised share capital

The authorised share capital of the Company wazased from HK$148,000 to approximately
HK$8,000,000 by the creation of approximately 788,200 new shares of HK$0.01 each.

Share subscription

Completion of the share subscription took place orSeptember 2012 pursuant to which
266,830,850 subscription shares were issued top3nill Holdings Limited (now the Controlling
Shareholder of the Company) at the subscriptiocepoif HK$0.5622 per subscription share with
the par value of HK$0.01 each. Accordingly, the @amy’s issued share capital was increased by
approximately HK$2,668,000 and its share premiummoant was increased by approximately
HK$147,344,000. The transaction costs related ® ghare subscription was approximately
HK$75,000.

(i) Open offer

(iv)

Completion of the open offer took place with 103,652 offer shares issued on 4 September 2012
under the open offer on the basis of seven offareshfor every one share held by the qualifying
shareholders after completion of the capital restming at the subscription price of HK$0.5622
per offer share with the par value of HK$0.01 eagbcordingly, the Company’s issued share
capital was increased by approximately HK$1,038,@0@ its share premium account was
increased by approximately HK$57,300,000. The @atisn costs related to the open offer was
approximately HK$1,750,000. The offer shares wsseed on 4 September 2012.

Issue of creditors shares

The scheme of arrangement with the Company’s aneditecame effective on 4 September 2012
upon the sanction by the Hong Kong Court and ther&une Court of Bermuda held on 16 May
2012 and 18 May 2012 respectively, pursuant to vhaigproximately 14,824,000 creditors shares
were issued to the nominee of scheme administratdise aforesaid scheme of arrangement at the
deemed issue price of HK$0.5622 per creditors shatte the par value of HK$0.01 each and
credited as fully paid. Accordingly, the Compangtsare capital was increased by approximately
HK$148,000 and its share premium account was iseckay approximately HK$8,186,000.

-14 -



16. Contingent liabilities

17.

As at 31 December 2012, the Group did not havesgmjificant contingent liabilities (2011: Nil)

Pledge of assets

As at 31 December 2012, the Group did not haveptegge of assets. As at 31 December 2011, all the
assets of Supreme Wit Limited, a direct wholly-odrseibsidiary of the Company, were pledged to the
Investor by way of floating charge to secure therkivg Capital Facility and the additional working

capital facility granted by the Investor to the Gpo The floating charge was released on 4 September
2012.

-15 -



SUMMARY OF INDEPENDENT AUDITOR’S REPORT ON THE COMP ANY’'S CONSOLIDATED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

The independent auditor has included the followguglification paragraphs in the independent auditor
report to draw the shareholders’ attention:

“Basis for qualified opinion

1.

Opening balances and corresponding figures

Our audit opinion on the consolidated financiatestzgents of the Group for the year ended 31 December
2011 (the “2011 Financial Statements”), which fothes basis for the corresponding figures preseinted
the current year’s consolidated financial statesienwis disclaimed because of the significance ®f th
possible effect of the limitations on the scopeoof audit and the material uncertainty in relatton
going concern, details of which are set out in audit report dated 30 March 2012. Accordingly, we
were then unable to form an opinion as to whether2011 Financial Statements gave a true and fair
view of the state of affairs of the Group as atCBdcember 2011 and of the Group’s results and cash
flows for the year then ended.

Deconsolidation of the subsidiaries

Certain subsidiaries of the Company were decores@d from the Group since 1 July 2008. No
sufficient evidence has been provided to satisfgelues as to whether the Company had lost coatrol
the subsidiaries since 1 July 2008 and throughwuyéar ended 31 December 2011 and the period from
1 January 2012 to 3 September 2012, the date inatedylibefore the group reorganisation being
completed.

Accordingly, no sufficient evidence has been predidto satisfy ourselves, in relation to the
deconsolidated subsidiaries, as to the completaridhe transactions of the Group for the year dritle
December 2011 and for the period from 1 Januar®2013 September 2012 and the Group’s financial
positions as at 31 December 2011 and 3 Septemhi@r 20

Gain on debts discharged under the scheme of arramgnt

As explained in note 11 to the consolidated finahsiatements, upon the scheme of arrangemeneof th
Company becoming effective on 4 September 2012Ctrapany recognised a gain on debts discharged
under the scheme of arrangement of approximatel$384,258,000 for the year ended 31 December
2012.

No sufficient evidence has been provided to satsfiselves as to certain liabilities of the Company
being discharged under the scheme of arrangemera. r&sult, we are unable to satisfy ourselves as t
the gain on debts discharged under the schemerahgament of approximately HK$381,258,000
included in the consolidated profit or loss.

-16 -



4. Loss on group reorganisation

As explained in note 11 to the consolidated finahatatements, upon completion of the group
reorganisation on 4 September 2012, the Group mesed a loss on group reorganisation of
approximately HK$260,000 for the year ended 31 Déasr 2012.

No sufficient evidence has been provided to satmfyselves as to the net assets amount of the
subsidiaries transferred out of the Group due ¢ogifoup reorganisation. As a result, we are uneble
satisfy ourselves as to the loss on group reorgtors of approximately HK$260,000 included in the
consolidated profit or loss.

Any adjustments to the matters as described fromt$a to 4 above might have a consequential effedhe
Group’s results for the two years ended 31 Decer2bgt and 2012, the Group’s cash flows for the years
ended 31 December 2011 and 2012 and the finanosiign of the Group as at 31 December 2011, aed th
related disclosures thereof in the consolidateanionl statements.

Quialified opinion

In our opinion, except for the possible effectsitd matters as described in the basis for qualibigidion
paragraphs, the consolidated financial statemeawnésagtrue and fair view of the state of affairstied Group

as at 31 December 2012, and of the results andflcash of the Group for the year then ended in adaoce
with Hong Kong Financial Reporting Standards andehbeen properly prepared in accordance with the
disclosure requirements of the Hong Kong CompaBieknance.”

-17 -



MANAGEMENT DISCUSSION AND ANALYSIS
GROUP RESTRUCTURING AND RESUMPTION OF TRADING OF SH ARES

During the year, the Company completed a serieodorate exercises including, but not limiteddapital
restructuring, open offer of new shares, subscriptif new shares as well as group reorganisatioaddlition,

the scheme of arrangement with the Company’'s aeditvas effective on 4 September 2012 and the
provisional liquidators were discharged on the satage. Accordingly, the resumption conditions oé th
Company was fulfilled on 4 September 2012 and tading of shares of the Company was resumed on 6
September 2012.

BUSINESS REVIEW

The core business which is also the only operaegment of the Group is processing and tradingozieh
and functional food products which are sold maiolyCanada, PRC, Hong Kong and other South-EashAsia
countries.

During the year, the Group continued to reap theefies from the lease of food processing facilitidghe
food processing plant in Jiangmen PRC under thee®&nGold Agreement entered into with an indepeinden
third party in previous year. The value added sew/iof the Group continued to be strengthened groloe
Jiangmen processing plant by taking advantagebeofstablished trading volume already achievedhby t
Group. With the food processing facilities leasedler the Sincere Gold Agreement, certain produtts o
customer orders received by the Group have bearegsed by the Jiangmen processing plant. In addite
Group continued to utilise the food processinglifies to provide food processing service to custmsrand
thus derived food processing income during the ydach formed part of the important income stredrthe
Group.

Orient Legend International Limited (“Orient Legépdan indirect wholly-owned subsidiary of the Coamy
acquired in 2010 and the trading business armefQGloup, delivered a set of satisfactory results2fil 2.
Despite relatively low profit margin for the tradifusiness of Orient Legend, the Company beligvaisthe
trading business of Orient Legend enabled the Gtougxtend its geographical coverage and strengtien
scale of operations of the Group.

The management of the Group recognises the maokentl of frozen food product in the PRC. Therefo
the Group participated in the food expo, namelhFtC China 2012, in Shanghai in November 2012 with
view to increase the Group’s coverage by expantliegcustomer base and supplier network. The fed&dbac
from the visitors and other participants in thedaxpo, mainly food traders, on the products of Greup
was positive and encouraging. We believe that ttemlyrts of the Group are much more known and
recognised by the market as a result of the foqub exd therefore it is expected that food distidyutn the
PRC, currently mainly carried out in Beijing, wile further enhanced.
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FINANCIAL REVIEW
Financial Results

For the year ended 31 December 2012, the Groum\ahia turnover of approximately HK$651,562,000,
decreased by approximately HK$229,729,000 or 26\Mih gross profit increased by approximately
HK$847,000 or 3.4%The decrease in turnover was mainly due to theedserin sales to the PRC as
there was a general decrease in demand, espefriadign meat and poultry, in the PRC. During the
year, he Group continued to provide food processing sesvio customer by using the processing facilities
leased under the Sincere Gold Agreement and derfoed processing income of approximately
HK$6,810,000 in 2012. As a result, even there wdsop in turnover, the Group still managed to aohia
profit from operations of approximately HK$19,41@)0for the year ended 31 December 2012, increaged b
approximately HK$818,000 or 4.4% as compared veith year.

For the year ended 31 December 2012, there wag-@fbrexceptional gain on debts discharged under th
scheme of arrangement amounting to approximatel$3®4,258,000 with the restructuring cost incurred f
the group restructuring amounting to approximaté#§$8,581,000. The Group’s profit attributable toress

of the Company increased from approximately HK$2,0@0 in 2011 to approximately HK$382,858,000 in
2012 whereas basic earnings per share for 201 HK&8.73 compared to HK$0.18 (restated) in 2011.

Notwithstanding that the independent auditor hasdd a qualified opinion on the Company’s constdida
financial statements for the year ended 31 Decer2b&®?, the Board would like to state that the dieali
opinion is due to the gain on liabilities dischat@and the loss arising in the Group's reorganisatibich was
completed on 4 September 2012, and the historigatds of the subsidiaries deconsolidated and drclu
from the existing Group in the Group's reorgansatiompleted on 4 September 2012. The Board coafirm
that no qualified opinion is expressed by the imhefent auditor on the financial and operationshef t
existing companies of the Group.

Significant Investment and Acquisition

Due to the group reorganisation, the Company teaireddl the entire interests/share capitals of theidiaries,
namely, First China Technology Limited, First Chifiachnology (Hong Kong) Limited, Smart Dragon
International Trading Limited, Fuging Longyu Food\Rlopment Company Limited, Jiajing Commercial
(Shanghai) Company Limited and Ningbo Dingwei Fdaelvelopment Company Limited, to the scheme
administrator of the scheme of arrangement at amanaalue of HK$1.00. It should be noted that éhesas

no material financial effect from the disposal loé tabove subsidiaries during this year as eitterdbults,
assets and liabilities of these subsidiaries heghdly been deconsolidated from the Group in previ@ar or

a substantial portion of the assets held by theidissies had already been impaired in previous.yea

Apart from the above, there were no material adipisand disposal of subsidiaries, associated @mgs
and jointly controlled entities in 2012.
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Liquidity and Financial Resources

Upon the completion of the group restructuring atebt restructuring exercises, the Group’s financial
position had been significantly improved. As at Bkcember 2012, total assets of the Group was
approximately HK$184,486,000 (2011: approximatelg$i32,047,000) comprising non-current assets of
approximately HK$32,710,000 (2011: approximately $3&,982,000) and current assets of approximately
HK$151,776,000 (2011: approximately HK$96,065,000).addition, the Group maintained a strong cash
balance of approximately HK$66,952,000 as at 3lebdxer 2012 (2011: approximately HK$36,186,000). At
31 December 2012, the liquidity of the Group asdemced by the current ratio (current assets/current
liabilities) was 6.33 times (2011: 0.17 time). At Becember 2012, the Group’s gearing ratio on #sshof

the Group’s interest bearing liabilities divided toyal equity was nil as the Group did not have engrest
bearing bank and other borrowings due to the digehaf debt under the scheme of arrangement. Téénge
ratio as at 31 December 2011 is not applicablehas@roup had a net deficiency in total equity a8t
December 2011.

Capital Structure

As part of the group restructuring, the Company pleted a series of capital restructuring includicapital
reduction, capital cancellation, share consoligatishare premium cancellation and increase in astt
share capital during the year 2012. As a resudt aiithorised share capital of the Company aftecépial
restructuring was 800,000,000 shares of HK$0.0h ®éih total par value of HK$8,000,000.

Open offer, subscription of shares by the Investord issue of creditor shares

As part of the Group’s restructuring and after ¢apital restructuring, the Company completed amayer

of issuing 103,767,552 shares of HK$0.5622 eactesirad raised a gross proceeds of fund of apprd&lyna
HK$58,300,000. In addition, the Investor also subsgd for 266,830,850 shares of the Company at
HK$0.5622 per shares with a total value of appratety HK$150,000,000. Moreover, after the completio
of the open offer and the subscription of shareghayinvestor, the Company issued 14,823,936 aredit
shares at the deemed issue price of HK$0.5622 peditar share of total value of approximately
HK$8,334,000 credited as fully paid to the Compargreditors pursuant to the scheme of arrangement.

Risk of Foreign Exchange Fluctuation

The business transactions of the Group are maaniyet! in Hong Kong dollars and US dollars mearihrat
it will be subject to reasonable exchange rate sxpo However, the Group will closely monitor thisk
exposure and would take prudent measures as agisopr

Contingent Liabilities

As at 31 December 2012, the Group did not havesayficant contingent liabilities (2011: Nil).

Pledge of Assets

As at 31 December 2012, the Group did not haveptagge of assets. As at 31 December 2011, allgbeta
of Supreme Wit Limited, a direct wholly-owned subary of the Company, were pledged to the Invebyor

way of floating charge to secure the Working Cdpitacility and the additional working capital fatil
granted by the Investor to the Group. The floathgrge was released on 4 September 2012.
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EMPLOYEES AND REMUNERATION POLICIES

Including the Directors, the total number of stafffthe Group as at 31 December 2012 was 24 (2()1: 1
Total staff costs, including Directors’ emolumentnounted to approximately HK$2,897,000 (2011:
approximately HK$3,823,000).

Remuneration packages are reviewed annually aretndieied by reference to market scale and individual
performance. In addition to salary payments, theuralso provides other employment benefits such as
provident fund.

BUSINESS OUTLOOK

Upon the completion of the group restructuring #reldebt restructuring of the Company as well asojen
offer of shares and share subscription by the boveghe financial position of the Group is sigo#ntly
improved. However, the world economy continuesetmain uncertain and it is expected that there iaks r
and challenges ahead. The Group remains cautiopsiyistic on its core business of processing aaditg
of foods products especially by utilising the bdisefrom the capacities of the food processing litees
leased under the Sincere Gold Agreement. Witha taefurther expand the market coverage, the Greillp
continue to explore new customers and to divetsigyproduct range and distribution channels. éxigected
that the uncertain worldwide economies, keen coitipetfrom other food traders and the tightening of
standards on foods safety especially in the PRCinglitably have negative impact on the selling@rand
profit margin. However, the Group will continuegoudently implement the above strategies for theebeof
the Group and the shareholders of the Company.

EVENTS AFTER THE REPORTING PERIOD
There were no material events after the reportaripd.

PURCHASE, REDEMPTION OR SALE OF LISTED SHARES

Save for the open offer, share subscription angeisd shares as set out in the section hea@geani offer,
subscription of shares by the Investor and issugreditor sharesabove neither the Company, nor any of its
subsidiaries purchased, sold or redeemed any dited securities of the Company during the year.

CORPORATE GOVERNANCE

On 6 January 2009, the Provisional Liquidators vwagpointed by the Hong Kong Court to, among others,
take control and possession of the assets of thegiaccordingly, the current Board is unable tmic@nt as

to whether the Company has complied with the CafgoGovernance Code and Corporate Governance
Report (“CG Code”) (previously known as Code onfgooate Governance Practices) as set out in Appendix
14 to the Rules Governing the Listing of Securitisthe Stock Exchange throughout the period from 1
January 2012 to 3 September 2012.

On 4 September 2012, the Provisional Liquidatoreevelischarged. The Company has applied and complied
with the applicable code provisions set out in @@ Code as set out in Appendix 14 to the ListingeRu
throughout the period from 4 September 2012 to 8&ember 2012, except for certain deviations whreh a
summarized below:
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- Code Provision A.1.8

Code provision A.1.8 of the CG Code requires aneisshould arrange appropriate insurance coverspect
of legal action against its directors. With regudend timely communications among the directors #ed
management of the Group, the Board believes thaoéntial claims and legal actions against threators
can be handled effectively, and the possibilityactual litigation against the directors is very lowhe
Company is reviewing various insurance cover prajsoand will make such an arrangement as apprepriat

- Code Provision A.4.1

Code provision A.4.1 of the CG Code requires the-executive directors should be appointed for &ifpe
term, subject to re-election. The Company has ope-axecutive director and three independent
non-executive directors. All of them are not appmihfor a specific term, but subject to re-election
accordance with the Bye-laws of the Company.

- Code Provision A.6.7

Code provision A.6.7 of the New CG Code stipulatest independent non-executive directors and other
non-executive directors should attend general mgetiA non-executive director was unable to attdwd
annual general meeting and special general meetittge Company held on 28 December 2012 due ta othe
important engagement.

AUDIT COMMITTEE REVIEW

The Company has an audit committee which was ésieol in accordance with the requirements of the CG
Code, for the purposes of reviewing and providingesvision over the financial reporting process and
internal controls of the Group. The audit committeenprises three independent non-executive direcbr
the Company. The Group’s consolidated financigkstants for the year ended 31 December 2012 hare be
reviewed and approved by the audit committee.

BROAD OF DIRECTORS

As at the date of this announcement, the Board deegpMr. Huang Kunyan, Mr. Shum Chin Tong Petal an
Mr. Yau Dennis Wai Tak as executive directors; Mee Wa Lun Warren as non-executive director; and Mr
Wong Chi Keung, Mr. Leung King Yue Alex and Mr. Ta@hi Chung Matthew as independent non-executive
directors.

On behalf of the Board of
First Natural Foods Holdings Limited
Huang Kunyan
Chairman

Hong Kong, 28 March 2013

-22 -



