
Vedan International (Holdings) Limited  Interim Report 200824

Notes to the Condensed Consolidated Financial Information

1 GENERAL INFORMATION

Vedan International (Holdings) Limited (the “Company”) and its
subsidiaries (together, the “Group”) manufacture and sell
fermentation-based food additives, biochemical products and
cassava starch-based industrial products including modified starch,
glucose syrup, Monosodium Glutamate (“MSG”), soda, acid and
beverages. The products are sold to food distributors, international
trading companies, and manufacturers of foods, paper, textiles,
and chemical products in Vietnam, other ASEAN member countries,
the People’s Republic of China (the “PRC”), Japan, Taiwan, and
several European countries.

The Company is a limited liability company incorporated in the
Cayman Islands. The address of its registered office is Century Yard,
Cricket Square, Hutchins Drive, George Town P.O. Box 2681 GT,
Grand Cayman, British West Indies.

The Company has its primary listing on the The Stock Exchange of
Hong Kong Limited.

This condensed consolidated interim financial information is
presented in US dollar (US$), unless otherwise stated. This
condensed consolidated interim financial information has been
approved for issue by the Board of Directors on 9 September 2008.

2 BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2008 has been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
financial reporting”. The interim condensed financial report should
be read in conjunction with the annual financial statements for
the year ended 31 December 2007.

3 ACCOUNTING POLICIES

Except as described below, the accounting policies adopted are
consistent with those of the Company’s audited consolidated
financial statements for the year ended 31 December 2007.

Taxes on income in the interim periods are accrued using the tax
rate that would be applicable to expected total annual earnings.

The following new interpretations are mandatory for the first time
for the financial year beginning 1 January 2008, but are not
currently relevant for the Group.

• HK(IFRIC) — Int 11, “HKFRS 2 — Group and treasury share
transactions”;

• HK(IFRIC) — Int 12, “Service concession arrangements”;

• HK(IFRIC) — Int 14, “HKAS 19 — The limit on a defined
benefit asset, minimum funding requirements and their
interaction”.
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4 SEGMENT ANALYSIS

Segment information is presented in respect of the Group’s business
and geographical segments. Business segment information is
chosen as the primary reporting format because this is more
relevant to the Group in making operating and financial decisions.

(a) Business segment

The Group has been operating in one single business
segment, i.e. the manufacture and sale of fermentation-
based food additives, biochemical products and cassava
starch-based industrial products including modified starch,
glucose syrup, MSG, soda, acid and beverages.

(b) Geographical segment

In presenting information on the basis of geographical
segments, segment revenue is based on the geographical
presence of customers. Segment assets and capital
expenditures are based on the geographical location of the
assets.

(i) Segment revenue

4

(a)

(b)

(i)

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Vietnam 77,649 77,563
The PRC 27,622 24,250
Japan 34,538 22,126
Taiwan 5,124 4,135
ASEAN member countries

(other than Vietnam) 24,736 14,319
Other regions 13,066 4,367

182,735 146,760
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4 SEGMENT ANALYSIS (continued)

(b) Geographical segment (continued)

(ii) Capital expenditures

4

(b)

(ii)

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Vietnam 9,213 2,029
The PRC 608 892

9,821 2,921

Capital expenditures are allocated based on where the
assets located.

Capital expenditures comprise additions of property,
plant and equipment and intangible assets.

(iii) Total assets (iii)

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Vietnam 309,113 280,961
The PRC 69,135 65,139
Hong Kong 2,039 550
Taiwan 843 1,126
Singapore 64 64

381,194 347,840

Total assets are allocated based on where the assets
are located.
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5 CAPITAL EXPENDITURES

Intangible assets

Property,
plant and

equipment Land use
Software Brand rights

and licence Goodwill Trademarks name Total

US$’000 US$’000 US$’000 US$’000 US$’000 US$’000 US$’000

Opening net book amount
as at 1 January 2007

— 7,226 9,873 1,028 18,127 211,688 6,038
Exchange differences — 165 — — 165 789 154
Additions 245 — — — 245 2,676 —
Disposals — — — — — (31) —
Amortisation and

depreciation (25) — (605) (57) (687) (14,157) (65)

Closing net book amount
as at 30 June 2007

220 7,391 9,268 971 17,850 200,965 6,127

Opening net book amount
as at 1 January 2008

275 7,674 8,664 914 17,527 197,848 6,320
Exchange differences — 451 — — 451 2,160 410
Additions 1,048 — — — 1,048 8,773 —
Disposals — — — — — (28) —
Amortisation and

depreciation (146) — (605) (57) (808) (14,562) (72)

Closing net book amount
as at 30 June 2008

1,177 8,125 8,059 857 18,218 194,191 6,658

5

6 TRADE RECEIVABLES

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Trade receivables from third parties 47,838 41,724
Trade receivables from a related party

(note 17(b)) 17(b) 958 339

48,796 42,063

6
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6 TRADE RECEIVABLES (continued)

The credit terms of trade receivables range from cash on delivery
to 120 days. At 30 June 2008 and 31 December 2007, the ageing
analysis of the trade receivables is as follows:

6

120

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Current 26,154 22,838
31 - 90 days 31 90 21,224 18,890
91 - 180 days 91 180 1,275 242
181 - 365 days 181 365 116 31
Over 365 days 365 27 62

48,796 42,063

7 SHARE CAPITAL

Authorised

Ordinary shares
Par Number of

value shares

US$ US$’000

At 30 June 2008 and
31 December 2007 0.01 10,000,000,000 100,000

Issued and fully paid

Ordinary shares
Par Number of

value shares

US$ US$’000

At 30 June 2008 and
31 December 2007 0.01 1,522,742,000 15,228

7

On 13 June 2003, a share option scheme and a pre-IPO share option
plan were approved pursuant to a written resolution of all the
shareholders of the Company.

(a) Under the share option scheme, the board of directors may
at its discretion offer options to any directors, employees,
business partners or their trustees of the Group which entitle
them to subscribe for shares in aggregate not exceeding 10%
of the shares in issue from time to time. These options have
a duration of ten years from the date of grant, but shall
lapse where the grantee ceases to be employed by the
Company or its subsidiaries. No share options were granted
by the Company under the share option scheme during the
current period and previous years.

(a)

10%
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7 SHARE CAPITAL (continued)

(b) Under the pre-IPO share option plan (“Pre-IPO Share Option
Scheme”), the board of directors may at its discretion offer
options to any directors or employees of the Group and its
subsidiaries which entitle them to subscribe for shares of
the Company. On 13 June 2003, 24,500,000 options and
5,270,000 options were granted to directors of the Company
and employees of the Group, respectively, under the Pre-
IPO Share Option Scheme. These options are exercisable in
accordance with the terms of the Pre-IPO Share Option
Scheme commencing on 13 June 2004 and up to 12 June
2008, on which date all outstanding share options lapsed.

8 TRADE PAYABLES

The ageing analysis of trade payables is as follows:

7

(b)

2 4 , 5 0 0 , 0 0 0
5,270,000

8

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Current 10,832 11,688
31 - 90 days 31 90 2,158 1,436
91 - 180 days 91 180 23 89
181 - 365 days 181 365 8 2

13,021 13,215

9 BANK BORROWINGS

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Long-term bank borrowings
— secured  20,561 21,335
— unsecured  — 4,792

Current portion of long-term bank borrowings (8,273) (10,506)

12,288 15,621

Short-term bank borrowings
— secured  42,381 —
— unsecured  10,750 18,969

53,131 18,969

9
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9 BANK BORROWINGS (continued)

The Group’s long-term bank loans were repayable as follows:

9

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Within one year 8,273 10,506
In the second year 6,248 7,081
In the third to fifth year 6,040 8,540

20,561 26,127

The carrying amounts of the borrowings are denominated in the
following currencies:

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

US dollar 63,973 35,624
Renminbi 5,832 5,681
New Taiwan dollar 3,887 3,791

73,692 45,096

10 OTHER GAINS — NET

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Net exchange (losses)/gains (631) 332
(Loss)/gain on disposal of

property, plant and equipment (14) 588
Sales of scrap materials 249 252
Interest income from held-to-maturity

financial asset 124 124
Others 339 86

67 1,382

10   
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11 EXPENSES BY NATURE

Expenses included in cost of sales, selling and distribution expenses
and administrative expenses are analysed as follows:

11

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Changes in inventories of finished goods
and work in progress 3,526 (1,603)

Raw materials and consumables used 124,680 94,416
Amortisation of trademarks 605 605
Amortisation of brand name 57 57
Amortisation of land use rights 72 65
Amortisation of software and licence 146 25
Depreciation on property, plant and equipment 14,562 14,157
Operating lease expenses in respect of

leasehold land 73 65
Employee benefit expenses 10,810 8,654
Other expenses 15,940 19,361

Total cost of sales, selling and distribution
expenses and administrative expenses 170,471 135,802

12 FINANCE COSTS — NET

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Interest expense on bank borrowings 1,378 2,318
Amortisation of discount on long-term

payable to a related party 220 258
Interest income on bank deposits (579) (101)

1,019 2,475

12   
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13 INCOME TAX EXPENSE

The amount of income tax charged to the consolidated income
statement represents:

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

US$’000 US$’000

Enterprise income tax 3,397 2,770
Deferred income tax (591) (432)

2,806 2,338

13

(i) Vietnam

Enterprise income tax (“EIT”) is provided on the basis of the
statutory profit for financial reporting purposes, adjusted for
income and expenses items which are not assessable or
deductible for income tax purposes. The applicable EIT rates
for the Group’s operations in Vietnam range from 10% to
25%, as stipulated in the respective subsidiaries’ investment
licences.

(ii) The PRC

EIT is provided on the basis of the statutory profit for financial
reporting purposes, adjusted for income and expenses items
which are not assessable or deductible for income tax
purposes. The applicable EIT rates for the Group’s operations
in the PRC range from 12.5% to 18%.

Certain subsidiaries of the Group including Mao Tai Foods
(Xiamen) Co., Ltd, Shanghai Vedan Enterprise Co. Ltd
(“Shanghai Vedan”) and Shandong Vedan Snowflake
Enterprise Co., Ltd (“Shandong Snowflake”) are entitled to
full exemption from EIT for the first two years and 50%
reduction of EIT for the next three years, commencing from
the first profitable year after offsetting all unexpired tax losses
carried forward from the previous years. Shanghai Vedan
and Shandong Snowflake have triggered its first profitable
year in 2006.

(iii) Singapore/Hong Kong

No Singapore/Hong Kong profits tax has been provided as
the Group had no estimated assessable profit arising in or
derived from Singapore and Hong Kong during the period.

(iv) Taiwan

EIT is provided on the basis of the statutory profit for financial
reporting purposes, adjusted for income and expenses items
which are not assessable or deductible for income tax
purposes. The applicable EIT rate for the Group’s operation
in Taiwan is 25%.

(i)

10% 25%

(ii)

12.5% 18%

50%

(iii)

(iv)

25%
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14 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company of US$9,278,000
(2007: US$7,992,000) by 1,522,742,000 (2007: 1,522,742,000)
ordinary shares in issue during the period.

Diluted earnings per share is calculated by adjusting the number
of ordinary shares outstanding to assume conversion of all share
options. During the six months period ended 30 June 2008, the
outstanding share option has an anti-dilutive effect. The diluted
earnings per share for the six months ended 30 June 2007 is
calculated by dividing the profit attributable to equity holders of
the Company of US$7,992,000 by 1,527,075,000 adjusted
ordinary shares during the period.

15 DIVIDENDS

A dividend that relates to the period to 31 December 2007 and
that amounts to US$4,432,000 was paid in June 2008.
(2007: US$2,432,000).

In addition, an interim dividend of 0.305 US cents per share
(2007: 0.262 US cents per shares) was proposed by the board of
directors on 9 September 2008. This interim dividend, amounting
to US$4,644,000 (2007: US$3,996,000), has not been recognised
as a liability in this interim financial information. It will be
recognised in shareholders’ equity during the period from 1 July
2008 to 31 December 2008.

16 CAPITAL COMMITMENTS FOR PROPERTY, PLANT
AND EQUIPMENT

14

9,278,000 7,992,000

1 , 5 2 2 , 7 4 2 , 0 0 0
1,522,742,000

7,992,000
1,527,075,000

15

4,432,000
2,432,000

0.305
0.262

4,644,000 3,996,000

16

As at As at
30 June 31 December

2008 2007

US$’000 US$’000

Contracted but not provided for 3,863 3,893

Authorised but not contracted for 1,822 6,031



Vedan International (Holdings) Limited  Interim Report 2008

Notes to the Condensed Consolidated Financial Information  

34

17 RELATED PARTY TRANSACTIONS

(a) Significant related party transactions, which were carried out

in the normal course of the Group’s business are as follows:

For the For the
six months six months

ended ended
30 June 2008 30 June 2007

Note US$’000 US$’000

Sale of goods to Vedan
Enterprise Corporation
(“Taiwan Vedan”) (i) 1,536 711

Technological support fee
paid to Taiwan Vedan and
Tung Hai Fermentation
Industrial Co., Ltd. (ii) 1,525 1,238

Commission from Taiwan
Vedan in connection
with the Agency Agreement (ii) 53 38

17

(a)

Note:

(i) In the opinion of the directors of the Company, sales to the
related party were conducted in the normal course of business
at prices and terms no less favourable than those charged to
and contracted with other third party customers of the Group.

(ii) In the opinion of the directors of the Company, the
transactions were carried out in the ordinary course of
business and the fees are charged in accordance with the
terms of the underlying agreements.

(i)

(ii)
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17 RELATED PARTY TRANSACTIONS (continued)

(b) Balances with related parties

As at 30 June 2008, the Group had the following significant
balances with related parties:

17

(b)

As at As at
30 June 31 December

2008 2007

Note US$’000 US$’000

Current:
Trade receivables from

Taiwan Vedan (i) 958 339

Current:
Technological support fee

payable to Taiwan Vedan (i) 295 301
Current portion of the

amount due to Taiwan
Vedan in connection with
assignment of trademarks (ii) 1,072 —

1,367 301

Non-current:
Non-current portion of the

amount due to Taiwan
Vedan in connection
with assignment of
trademarks (ii) 7,468 9,393

Note:

(i) All these balances with related parties are unsecured,
interest-free and have no fixed terms of repayment.

(ii) The amount represented the fair value payable to Taiwan
Vedan for assignment of certain trademarks under the
Trademark Assignment Agreement. It is payable by seven
equal annual instalments commencing on 1 January 2007.
The amount is discounted to fair value using a rate based on
the borrowing rate of 4.7% per annum at the date of
assignment of the trademarks.

18 BANKING FACILITIES

Certain of the Group’s bank borrowings of US$62,942,000 as at
30 June 2008 (31 December 2007: US$21,335,000) were secured
by:

(i) legal charges over certain of the Group’s property, plant and
equipments with net book value of approximately
US$22,366,000 (31 December 2007: US$25,417,000).

(ii) corporate guarantee provided by the Company.

(i)

(ii)

4.7

18

62,942,000
21,335,000

(i) 22,366,000

25,417,000

(ii)




