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DAVID’S
PREFACE

It's an early winter this year. It started
getting cold a month ago in Novemnber,
2012 was not a good year for the
European economy. According to the
European Central Bank (ECE), the overall
European economy again succumbed
to economic recession. And it did so
before having recovered to its pre-
Lehman 2008 crisis peak. It is also a
severe winter for the Chinese labor-
intensive industries like ours. Over three decades of capitalization, Chma has
become the world's second largest manufacturing countries. Labor-intensive
industries have grown bigger and stronger and been playing an irreplaceable
role in China. However, with the continuous adjustment of the economic
structure, textile industries facing raw materials prices rise, the appreciation
of the RMB, increasing in labor costs, shortage of labor, and other difficuities.
Traditional manufacturing industries such as the textile and apparel industry,
is impossible to change the status quo of profiting from cheap labor costin a
short time. Although the transformation and upgrading of such traditional
industries is imperative, it needs government support and time to make it

happen.

When we were working on our budget at the beginning of the year, we
already knew there would be a deficit. The number grew bigger throughout
the year. By the end of this year, we are experiencing the largest deficit
compare to 2010 and 2011. It indeed is the coldest winter, As Deputy Group
General Manager, | am wishing in 2013, the new strategy can be implemented
successfully with the cooperation and support from all departments, and it
will be a better year,

The situation in Cambodia does not allow us to be overly optimistic. We had
almost USD 3 million in profit last year. This year our buyers confirmed less
than half of the forecast they gave us. The deficit in two months has severely
affected our profitability this year. Although we will still have some profit this
year, it is much lower than the expectation last year.

From the second quarter of the year, MEGA has officially entered the business,
Their sales have been increasing every month. | am very delighted to see the
whole team is working together and making good process. KEZA has been
operating as planned. Although there are many opportunities in Cambodian
market, we must be prepared before we enter into the market. If we are not
careful enough we could be bruised and battered in the market. For the
textile business in Cambodia, because of the undesirable economic situation
in Europe, we anticipate drops in orders. Industrial experts predict the
European economy would not come back in two years, Therefore we have to
cut cost, provide exceptional service to our customers to survive the recession.

In Malaysia, currently we are operating less than 300 workers, We are planning
to double our productivity and also headcount in order to support and
prepare the company for the TPP (Trans-Pacific Partnership).

2013 is PCCS's 40th year anniversary. We will have many activities to celebrate
our 40 years of history. However under the current economic circumstance,
we cannot be too extravagant. As the old Chinese saying, when a man
reaches 40 he should not be confused anymore; he should know clearly what
his path is. It is the same for PCCS.

There is an Adidas annual supply summit which Mr. John Cha and Mr. Chan
Choo 5ing attended this year. They brought back this year's theme "together
we win”, [ think it is a very suitable theme for PCCS as well. Although we suffer
from economic recession and other difficulties, as long as we stick together
and look to the foundation of what we stand for as a company which is
Quality, Customer Service, Cost Effectiveness and Delivery, | believe we can
go through the hard times together like what we did in 2005 and 2009,
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