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Although the global economy was still slack in the review period
under the impact of the global financial crisis that erupted in the
second half of last year, the price of petroleum and raw materials
such as molasses had climbed from their low points last year and
posed considerable pressure on cost and sales of the Group. The
cutting back and suspension of production in Vietnam, the Group's
major production base, since the fourth quarter last year led to
reduction in turnover and increase in costs in the review period. At
the concerted effort of all staff, the Group made an overall turnover
of US$133,462,000 for the period, down by approximately 27%
or US$49,273,000 year-on-year. The notable reduction in turnover
was from the reduced production capacity, but with average selling
price up markedly, overall profit did not decline as substantially as
that of turnover. Gross profit of the Group for the period reduced
to US$32,061,000 from US$33,933,000, representing a decrease
of approximately 5.5% or US$1,872,000, which was far less than
decline in revenue. As for net profit, it decreased by approximately
11% or US$975,000 to US$8,303,000 with net profit margin at 6.2%
which was slightly higher than 5.1% recorded in the same period last
year.

Taking into account the effect of reducing production capacity on
the market and customers, the Group’'s MSG sales strategy for the
period was geared towards providing stable supply as committed
to long-term customers and increasing supply to end users. These
efforts were aimed at fulfilling the Group’s commitment to long-term
customers and avoiding substantial drop in profit. Also, to alleviate
the impact brought by reduction in MSG production, the Group
kicked off its supply chain mechanism and imported GA to produce
MSG for sale. Thus, MSG, the major product of the Group, recorded
sales of US$102,978,000 for the period, representing a decrease of
approximately 13.4% or US$15,979,000 when compared with the
same period last year. Production of lysine was suspended because of
low demand and international price, and environmental protection
issues. The Group stopped selling GA to industry peers during the
period but used it to produce MSG to meet market demand. The
Group will gradually resume putting out GA starting from the third
quarter. Since installation of wastewater treatment equipment was
not completed during the period, turnover from starch product
dropped by 38.7%. The Group expects its revenue to return to
normal level after completion of installation of all relevant facilities in
the third quarter.

As a result of the production cut and suspension at the Vietnam
plant, revenue from all different markets of the Group declined in
different degrees. However, the percentages of decline in major
markets including Vietnam, Japan and China were only 16.2%, 8.4%
and 11.8% respectively which were lower than the 27% drop in total
turnover. This proved the effectiveness of the Group’s core market
and product strategies in helping it minimise loss. The Group thanks
its long term partners for their continuous support and care during
this challenging period.
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Although nearly all major products of the Group including
fermented amino acids products, modified starch and specialty
chemicals faced possible drop in turnover because of the restricted
production capacity in the first half of 2009, the Company was able
to flexibly adjust production processes to improve efficiency, and
maximise production capacity while complying with environmental
requirements, hence minimised the drop in turnover. It also took
the opportunity to fine-tune its domestic sales and retail system
and strategies so as to strengthen and consolidate the Vietnam and
China markets. When the environmental protection equipment and
solid fertilizer recycle production lines are completed in the third and
fourth quarter respectively, production of the Group is expected to
gradually resume normal and be able to excel in due course.

(1) Sales analysis by product
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Unit: US$'000 B FET
[tem First half of 2009 First half of 2008 Growth/(Drop) (%)
EH 20094F |4 20084 ¥4 # (%)
USD’'000 %  USD'000 % Diff. %
FET % FET % =5 %
MSG IR & 102,978 77.2 118,957 65.1 (15,979) (13.4)
GA HAak 425 0.3 12,634 6.9  (12,209) (96.6)
Lysine Bt 2 R 842 0.6 14,913 82  (14,071) (94.4)
Starch BB,
KRB D 11,216 8.4 18,286 10.0 (7,070) (38.7)
Specialty Chemicals 4B 27 7,036 5.3 8,768 4.8 (1,732) (19.8)
Fertilizer fE At 6,505 4.9 5,131 2.8 1,374 26.8
Others HAh 4,460 3.3 4,046 2.2 414 10.2
Total FEEd 133,462 100.0 182,735 100.0  (49,273) (27.0)

1. MSG and GA

Turnover from MSG business in the period was
US$102,978,000, down by 13.4% or US$15,979,000
against the same period last year. The decrease in
turnover was mainly attributable to the reduced
production capacity and the Group’s strategy to reduce
MSG supply for industrial use and certain supply to
overseas customers. However, the Group continued to
meet demand for MSG product of long-term customers
and at the best of its ability cater for the sales need of
its own brand products. As for GA, the Group adjusted
related sales strategy. With the understanding of
customers, it suspended sales of GA and processed the
product and used it to produce MSG to satisfy market
demand. Thus, the turnover of GA was only US$425,000
for the period, a notable decrease of 96.6% when
compared with US$12,634,000 in the same period last
year. To maintain cooperative relationship with long-term
GA customers, the Group’s Vietnam plant will gradually
resume supply of GA starting in the third quarter.
Turnover from the two products accounted for 77.5% of
the Group total as compared to 72% in the same period
last year.
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(1

Sales analysis by product (continued)

2,

Lysine

As international lysine price continued to stay low, the
Group started to shift part of the capacity to producing
GA to support MSG supply in the second half of last
year. Lysine production was stopped in the period. Thus,
the turnover from lysine was only US$842,000 for the
period, representing a marked decrease of 94.4% when
compared to US$14,913,000 in the same period last year
and accounted for less than 1% of the total turnover
of the Group. The Group expects all environmental
protection equipment to be installed in its Vietnam plant
in the fourth quarter and by then it will assess market
conditions and re-consider production of lysine.

Modified Starch/Natural Starch

Decreased production capacity caused turnover from
starch business to drop by 38.7% to US$11,216,000,
from US$18,286,000 in the previous period. The
percentage of turnover contribution of starch products
to total turnover of the Group also decreased, by 10%,
to 8.4%. Wastewater treatment equipment relevant to
the production of modified starch are being installed and
should be finished in the third quarter for full production
to resume as planned.

Specialty chemicals and Fertilizer

During the period, demand for caustic soda and
hydrochloric acid softened because of the economic
slowdown, affecting the sales volume and price of the
Group's products. Besides, the Group did not exercise full
production of these products after taking into account
of restricted production capacity. However, it expects
supply to return to normal by the fourth quarter of the
year, driven by reviving market and improved production
capacity. The turnover from specialty chemicals reached
US$7,036,000, which was US$1,732,000 less than that
of the same period last year. Turnover contribution from
the segment to total turnover increased from 4.8% in the
same period in 2008 to 5.3%.

Fertilizer products were the only ones that were
supported by expanded capacity during the period with
Phase Il of our solid fertilizer plant commencing operation
in the third quarter last year. Turnover from this product
category was US$6,505,000, a gain of around 26.8%,
or US$1,374,000, when compared to US$5,131,000
in the same period last year, accounting for 4.9% of
the total turnover of the Group verses 2.8% in the last
corresponding period.
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(2)  Market Analysis (=) MBEESWT

Unit: US$'000 B FET
REGIONS First half of 2009 First half of 2008 Growth/(Drop)(%)
= 2009 | ¢4 2008t F 4 # (%)
US'000 % US’'000 % Diff %
FET % FXE7T % =% %
Vietnam A 65,081 48.8 77,649 425 (12,568) (16.2)
Japan SN 31,622 23.7 34,538 18.9 (2,916) (8.4)
China e 24,350 18.2 27,622 15.1 (3,272) (11.8)
Taiwan = 4,475 3.4 5,124 2.8 (649) (12.7)
Asean countries g 3,590 2.7 24,736 13.5 (21,146) (85.5)
European BROM 1,916 1.4 5,684 3.1 (3,768) (66.3)
Other regions HA 2,428 1.8 7,382 4.1 (4,954) (67.1)
Total st 133,462 100.0 182,735 100.0  (49,273) (27.0)

In the first half of 2009, sales of MSG in this market reached
a level similar to that of the same period last year. However, as
output of GA and lysine, which were sold primarily in Vietnam,
was markedly reduced, turnover from them dropped markedly
by around 16.2% or US$12,568,000 to US$65,081,000 from
US$77,649,000 in the previous period. Contribution from
Vietnam to total turnover increased to 48.8% for the period
from 42.5% in the previous corresponding period. The Group
expects turnover from the market to increase when the Group
gradually resumes GA production.

The Group enjoys long-standing relationship with its Japanese
customers, which has bolstered steady growth of its business in
the market over the years. Thus, MSG business in the market
did not decline in Japan during the period, although demand
for lysine and modified starch of the market was not fully met
because of the production reduction in Vietnam. As a result,
turnover from Japan was down by 8.4%, or US$2,916,000,
from US$34,538,000 in the last corresponding period to
US$31,622,000, the smallest decline among all markets of the
Group. Contribution from the Japan market to total turnover
increased from 18.9% in the same period last year to 23.7%.

Turnover from China was US$24,350,000, representing a
decrease of 11.8%, or US$3,272,000, against US$27,622,000
in the same period last year. The decrease was mainly
attributable to sharp decline in supply of modified starch
resulting from decreased production at Vedan Vietnam and
the marked decrease in sales during the period with Shandong
Snowflake undertaking production adjustment in the first
quarter. The latter, however, has gradually resumed production
since the second quarter. Turnover from the China market to
total turnover increased to 18.2% from 15.1% in the same
period last year.
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During the period, ASEAN countries were affected the most
by the production reduction at Vedan Vietnam. Turnover
from this market to total turnover dropped to 2.7% from
13.5% in the same period last year. Turnover of the segment
plunged by 85.5%, or US$21,146,000, to US$3,590,000
from US$24,736,000 in the last corresponding period mainly
because of MSG supply falling short of demand and the very
limited supply of GA and lysine to the market which is a major
consumer of these products.

Although material costs dropped sharply in the fourth quarter last
year alongside the economic downturn, in the first half of 2009, the
Group saw raw material prices fluctuated with the price of molasses
climbed about 40% and energy cost rose with oil prices, while the
price of cassava and liquid ammonia dropped around 50% and 26%
respectively. However, when international demand picks up and the
prices of oil and most agricultural products start to rise in the second
half of 2009, the prices of cassava and molasses will follow. The
Group has already made procurement plans that will allow it to satisfy
production demand in the second half year at stable costs.

(1) Cash flow and financial resources

As at June 2009, cash and bank deposits of the Group
amounted to US$22,692,000, which was US$13,594,000 lower
than that of the last corresponding period and was mainly used
to repay bank borrowings. Total bank borrowings decreased
from US$53,152,000 at end of last year to US$40,612,000.
Total repayment was US$12,540,000 during the period,
down by 23.6%. Account receivables slightly increased by
approximately 2.4% or US$698,000. Inventory reduced by
approximately 2.2% or US$1,621,000. Account payables
amounted to US$15,708,000, an increase of approximately
9.6% or US$1,373,000 against the end of last year. Bank
borrowings are mainly denominated in the US dollar (93.6%)
and Taiwan dollar (6.4%). To fund the setting up of solid
fertilizer production lines and purchase of concentration
equipment during the period, long-term loans increased to
US$11,673,000 from US$7,552,000 at the end of last year.
Short-term loans dropped significantly by US$14,719,000
to US$23,941,000 against US$38,660,000 at the end of
last year. Of all the loans, 28.7% were long-term loans and
71.3% were short-term loans. Gearing ratio (total loans over
shareholders interest) was 15.3%. Net gearing ratio (after
deducting cash and deposit) was 6.7%. Current ratio rose from
1.85 to 2.20 because of decreased short-term loans. Interest
expenses declined as both loan rate and loan amount down,
and net interest cost was US$597,000, about 0.4% of the total
turnover.
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(2)

(3)

(4)

Capital Expenditure

During the period, the Group’s capital expenditure amounted
to US$22,132,000, mainly used in setting up solid fertilizer
production lines and purchase of concentration equipment
for improving environmental protection provisions and
resources recycling. Most of the equipment will be delivered
for installation to begin in the third quarter and testing to
follow. All related works are expected to be completed in the
fourth quarter. To support the above investment, the Group has
secured long-term loans of US$11,000,000 and US$9,000,000
for a term of six and five years respectively from two banks.
The two loans were available and allocated during the period
and are expected to be all used up at the end of the year. The
remaining balances will be paid by internal funds.

Exchange Rate

Vietnam has also been adversely affected by the global financial
crisis since September 2008. The Vietnam Dong depreciated by
1.8% during the period. Since export sales of Vedan Vietnam
were mainly settled in US dollars, the Group was able to
maintain exchange balance. For Vedan Shanghai and Xiamen
Maotai, which serve mainly domestic demand in China, the
exchange rate between RMB and US dollars stayed stable
during the period.

Dividend

Basic earnings per share for the period were 0.55 US cents. The
Board of Directors has resolved to give out dividend of 0.273
US cents, representing a payout ratio of 50%.

In early May 2009, Head of the Environmental Protection
Department of Vietnam visited the Vietnam plant to review
conditions. His report confirmed that the environmental
protection standards at Vedan Vietnam have improved and
are meeting standards under government regulations. It
also requested the Company to implement and complete all
improvement initiatives proposed according to schedule.

The Company is working according to the improvement
proposal approved by the Environmental Protection
Department. The 3rd and 4th batch of crucial equipment for
concentration facility and resources recycling in solid fertilizer
production have been delivered and are currently being
installed. Related works are expected to be completed in the
fourth quarter for all operations to return to return to normal.

As of end of June 2009, the Vietnam plant has been in
full compliance to environmental protection regulations
including having repaid the environmental fee equivalent to
US$5,785,000, which represented 75% of the total fee, on
time. It will repay the remaining US$1,928,000 in the second
half of 2009.
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- Regarding the damage claims from the neighbouring farmers
and fishermen, the Environmental Protection Department had
scholars from the National University of Ho Chi Minh City
formed an investigation taskforce to verify the claims of the
farmers and fishermen and assess the extent of responsibility
of Vedan and other plants that caused the pollution. The
investigation report is expected to be completed in the second
half of the year.

- Vedan Vietnam has started works related to ISO14001
environmental management system in early 2009 and expects
to gain accreditation by November 2009.

- Phuoc Thai factory of Vedan Vietnam in Dong Nai Province
had completed environmental protection measures which are
all in compliance with local government standards. Besides,
other starch factories in Binh Phuoc, Gia Lai and Ha Tinh
provinces also finished installation of equipments in relation to
environmental protection at the bio-gas production lines. These
facilities will start operation in the new production season.

In the coming half year, the Group will continue to push forward with
works in relation to adding environmental processing equipment and
solid fertilizer production facilities at its Vietnam plant to make sure
production will resume smoothly and as early as possible, allowing it
to forge ahead in realising the goal becoming a green enterprise that
values the environment and is dedicated to building a sustainable
environment.

To secure stable carbohydrate sources at competitive cost has been
a consistent pursuit of the Group. The Group deferred plantation of
cassava in Cambodia and Laos because of the environmental incident
last year. It expects to continue related plan in the second half year to
address the anticipated vigorous fluctuation in price of raw materials
in the future. The Group has set up “Carbohydrates Operation
Division” for active exploration in carbohydrate sources and related
areas.

Recently, many MSG manufacturers in China have expanded
production capacities notably. This trend has not only affected
the MSG market in the country, but has also led to more intense
competition in the international market. In mid-August 2009,
China and ASEAN countries signed the ASEAN-China Free Trade
Agreement which will take effect on 1 January 2010. The agreement
will boost trading activities between China and all ASEAN countries
meaning the different products of the Group will be presented with
bigger challenges. However, the agreement will also present a good
opportunity to the Group to integrate the resources of its companies
in China and Vietnam and optimise operational efficiency.

The global financial crisis and economic downturn have caused rapid
changes to the operating environment. The Group, however, has
seized the opportunity to reform its business. Apart from stepping
up distribution channel development, the Group also put efforts
into boosting its sale teams, assessing import trends or the potential
of new products. Moreover, to shape up internally, the Group
has started work in relation to gaining 1SO14001 environmental
management certification and implementation of an Enterprise
Resources Planning (ERP) system. Expansion of international market
will be a key focus of the Group in the hope of resuming supply to
existing markets and customers. All these efforts are going to help
consolidate the foundation and facilitate growth of the Group in the
years to come.

- BB RARZREEBRL UWEERRF
MO ERAERAMBEILANB 2 BHHK
HRAEXRBERFAES A BREAREBX
REBRFAREMIERSRBE BT
A HRBEREERSFETEFRNTHK

— KA MEBRERSTEYREMISO14001IR5%
BEIRRHGREEE - FEfH2009F 11 ARG

L7 5%
u/zjui"

- KABEERRENERAR B2miE
TEERFEBEBRANREREN &
BRIEFIRA - 32 A B AR A AR R
hEBFE A BIOGAS A E K IR R BR IR 3% » #5
HMeEHEFTHRRN BALEFEH-

RREE FERBES KGR SF T4
TERKIG AR IR (R AS B B BE AR A - [ RS AR RO R
HRBEKETBIRELETSEE FNE 2
[ERRE KERKE | WEREEXBERBE-

REREERFINBEEEBZFRE DD
B RNREMEEREAZEELIAEFRR
EMMEEED RATYFREEET UE
EARREHERELARANZ BB -EEHD
BRIAIBER [RRELE] BERBBRNERR
KRR EE L ETTEBRA -

FRPEKEEEORNRNERBTER TE
HEAKBTHISERTE Iﬂﬁl%mam
FEMNEZ-ER FEMREEANAPE

F$ﬁ—$&§m%%J%E§mm¢m1E
RAEM WENEFEREMRESEBESE N
BYER  EEAEBEE G b EkE B
ERTEEE—ERITNEE  BREGESFE
EMMERSARER O BRELENGD-

ﬁ%&%‘%ﬁé@ﬁﬁm%%uééﬁﬁmm
PRI - SEEZ R UL E TR R EB0E - bR
TM%%% BEBE AN - 18 N 5H & BEX - ¥ﬁﬁ
O EEFEREEBREERIEHER -5
HN - FEEEE R ED ha@%ﬁ@mmmmmaa
1B ZFEAEIN B EETHREERES ZS(ERP)
RS MEEMSESHRE - E%%@T%
ENTHE UBHERRERERENMIZHEY
FoBETIENRRM AEASEAETEEE
W BPREEHREKKE-

\o

B






