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The Group had to temporarily reduce production at our Vietnam
plant because of environmental protection issues last year. With
major products unable to enjoy the full benefit of economy of scale,
the operation and business performances of the Group in the first
half of 2009 were adversely affected. In addition, the looming global
economic downturn and rise in price of molasses during the period
also caused the overall results of the Group to slump when compared
with the same period last year. To mitigate the impact of all the
adverse conditions on its profit, the Group focused on strengthening
higher margin products and markets and maintaining the selling
prices of products.

Overall, in the first half year, the Group made US$133,462,000 in
turnover, a decrease of approximately 27% against the same period
last year. Net profit dropped by about 10.5% to approximately
US$8,303,000 against the same period last year. The decrease in
turnover and profit was the result of installation of environmental
protection facilities still in progress during the period. Other factors
included reduction in production capacity for our core products
MSG and modified starch, which led to contracted sales volume and
turnover. The price of molasses also surged month-on-month, and
together with reduced economies of scale, pushed up production
costs and squeezed its profitability. Furthermore, the Shandong plant
also lagged in profitability and brought in less than expected earning
because of high material and energy costs.

By geographical market and business segment, the reduced capacity
of the Vietnam plant has led to decreased outputs of major products.
To address this, the Group activated the raw material supply chain
to ease pressure from the production cut and supplied products first
to markets with higher margin such as Vietnam and Japan. Also,
with the global economic downturn affecting economies around the
world, sales of our products in different markets also declined when
compared with the same period last year. Turnover from ASEAN
Countries and Europe especially dropped substantially by 85.5%
and 66.3% respectively, attributable mainly to the lower sales and
margins in these regions and the Group reducing sales to these
regions. Similarly, the Group reduced outputs of various products in
the first half year with production scale reduced. It also substantially
lowered sales of GA for boosting sales of MSG products with higher
margin. In addition, as the international price of lysine remained low,
the Group continued to suspend production of the product during
the period.

The major factor affecting the Group’s operation and profitability
in the first half year was the reduced production capacity of the
Vietnam plant which led to dwarfed economy of scale. The plant
will be able to produce at normal capacity when enhancement of
the environmental protection provisions is completed. Since the
end of last year, the Group has focused all resources on improving
environmental protection and related work continues to be the
Group's major task this year. Apart from complying with the
requirements of the Vietnam government and strengthening its
existing wastewater treatment equipment, the Group will complete
installation of additional wastewater treatment facilities and
establishment of a new plant that produces fertilizer products from
recycled resources in the third and fourth quarter of the year. The
Group believes its production capacities for major products will
gradually return to normal after the equipment and facilities are
installed. It expects its overall operation and sales to gradual improve
thereafter and bring in more turnover and profit.
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Apart from the environmental protection installation works at the
Vietnam plant, the Group’s related endeavours also included trial of
Bio-gas (a biological fuel) at its starch plants in Binh Phuoc, Gai Lai
and Ha Tinh, which agrees with the Clean Development Mechanism
("CDM") of the United Nations with environmentally friendly
processing and lowering of carbon emissions as the prime purposes.
Furthermore, the Company has started work in relation to securing
ISO14001 international environmental management certification and
expects to gain accreditation in 2009. The Group hopes to achieve a
complete change in the organization from its operational principles to
its management system and hardware as well as software with regard
to environmental protection. Its goal is to become an environmentally
responsible enterprise that runs a business conducive to the
sustainability of the world.

There are signs that the economic recession is easing entering the
second half of 2009, however, the global economy is still clouded
with uncertainty. Petroleum and raw material prices have been less
stable which added to the shaky market environment. In particular,
with prices of international carbohydrates climbed to historical high,
the prices of sugar cane and cassava have also kept climbing since
the beginning of the year. Thus, the Group expects to feel production
cost pressure in the second half year. Taking into account the overall
economic climate, the unstable raw carbohydrate prices and the
restricted production capacity of the Vietnam plant, the Group will
continue its more prudent operational strategy in the second half
year, with making profit as the primary goal and integrating raw
material and product supply chains to achieve flexible operation,
consolidating sales to key markets, stabilising selling prices and saving
costs as the major missions to accomplish.

Moreover, the Group will take advantage of this period of economic
change to step up consolidation of overall marketing strategy
and development of distribution channels, and through direct
management seek to realise the full value of its sales network. At the
same time, it will take advantage of the open-trade environment of
Vietnam to commence trading and sales operations with the support
of mature distribution channels. Furthermore, presented with a more
open and sophisticated operating environment in Vietnam, the Group
will actively identify cooperative projects in the market to enjoy
geographical benefits and accumulate international experience and
ultimately generate strong integrated effects and many times boosted
results.

Although profit of the Group for the year has been less than desirable
as a result of the slack economy and restricted production capacity
of the Vietnam plant, the management remains optimistic about the
fundamentals of the Group’s core businesses as market demands
for the Group's products have continued to grow and the Group
is leading the industry in competitiveness. Although environmental
protection issues have hit the Group, the Group believes those
impacts would be short-lived and, when all environmental protection
improvements are completed, the community will see that we are
sincere in honouring our social responsibility and that the incident has
prompted us to adjust our strategies and realise our strengths even
better. We will be advancing in even strong strides thereafter towards
achieving higher turnover and better profit.

By order of the Board
Yang Tou-Hsiung
Chairman

Hong Kong, 8 September 2009
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