Chairman’s Statement

TE®/RES

In 2010, the Group’s operation and profitability were affected by
the price rises of raw materials and energy in Vietnam and the
depreciation in the Vietnamese Dong. Compared with 2009, the
increase in the selling price of MSG in China and fluctuation of selling
prices in the market has also partially lowered profits. During 2010,
to mitigate the impact of increasing raw materials and energy prices
on costs, we have directed efforts towards improving production
efficiency, while raising selling prices of existing products and
stronger sales efforts. The most unfavourable factor affecting the
Group's results during the period was the environmental issue of
the Group’s plant in Vietnam which involved compensation to local
farmers and fishermen amounting to US$11,800,000. This settlement
caused the Group to turn from an operational profit to a net loss in
the period.

The Group’s operations recorded a turnover of approximately
US$336,000,000, an increase of around 16.2% when compared with
2009. This was mainly attributable to the significant improvement
in sales performance of the major products of the Vietnam plant,
including MSG, GA and modified starch. The Group has resumed
the sales of GA and MSG to export markets. Although export sales
have driven the growth in overall turnover, gross margin recorded
a year-on-year drop of 7.5% because the selling price in export
markets was slightly lower than that in the Group’s major markets
such as Vietnam and Japan and the price of carbohydrates and
energy continued to rise. Meanwhile, as Vietnam Dong depreciated
about 5.5% in the middle of 2010 and the price of all raw materials
and wages increased as a result of inflation, all these factors had
to some extent offset the book profit of the Vietnam plant. The
net loss for the period under review amounted to US$2,620,000
because the profit from operations in China was unsatisfactory,
and the compensation to local farmers and fishermen in Vietnam
was adjusted and recognised in the period, though a profit of
approximately US$9,180,000 was achieved from operations.
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Chairman’s Statement
FERESE

In terms of geographical and segmental performance, Vietnam and
Japan, the Group’s major markets, continued to record double digit
growth in each of our major product segments compared to those in
2009, as we managed to maintain the selling price level and secure
a stable supply of raw materials. Insufficient production capacity
forced a reduction in sales to ASEAN and European countries, with
the gradual resumption of production capacity in 2010, there was
a significant growth in sales by 82.8% and 248.1% respectively.
Due to the aforesaid reasons, as the production capacity of the
Vietnam plant has gradually resumed, the sales of our major products
including MSG, GA, modified starch and specialty chemicals also
increased noticeably compared to 2009. Since the profit of lysine
was still lower than that of GA, the Group continued to wind down
its production in the year under review. In China, the results and
profitability did not reach our target and dragged down our overall
profit, because of an unstable market price for MSG and high
materials and production costs starting from early 2010.
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Looking at 2011, the Company expects the increasing material
prices caused by a limited supply of agricultural products, rising
energy costs in Vietnam and the depreciating Vietnam Dong to
create more pressure on our production costs and profitability. To
cope with, the Group has ordered its special unit to expand and
diversify procurement sources to secure the long-term stable supply
of materials at a reasonable cost. To stabilise the market situation,
in addition to sustaining reliable supplies, we intend to maintain
a prudent operational approach in 2011 by leveraging our core
strengths, including improving production procedures, to enhance
efficiency and save energy, costs and expenses, with the major
objective of rationalising production costs. In addition, the Group
plans to consolidate its major markets, while capturing new markets
via new channels. At the same time we are determined to increase
our product prices to preserve our profit margins. Also, as our
operations in China have performed under expectations in recent
years, the management is considering making a larger adjustment
on the Group's strategies and operations this year so as to realise
efficiencies.

The Group will aggressively strengthen its marketing strategies and
business structure as well as further expand its distribution and sales
channels in order to realise the full potential of the Group’s sales
network and take advantage of the reviving economy. At the same
time, to further boost its brand awareness, the Group will launch new
products related to our current lines, and enhance its sales presence.
With a booming economy in Vietnam and an expanding domestic
market in China, the Group plans to identify potential collaborative
projects to enhance its geographical coverage, raise its international
exposure, and, ultimately, improve operational efficiency and broaden
its revenue and profit streams. The Group will also strengthen
distribution and sales, and operations in China, stepping up the
development of MSG and seasoning products and expand its range
of consumer products with high potential so as to improve its results
and profit.
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Chairman’s Statement

TE®/RES

The Group registered a loss in 2010, and regretfully reports results
which are below the expectation of shareholders. Thus, we are
strengthening our operating strategies. As regards the environmental
protection issue, upon careful reflection and learning from
experience, the Group has completed all the required improvement
upgrades and is well prepared to move forward. Although we
encountered a short-term setback, the management remains
optimistic about the fundamentals of the Group’s core businesses as
market demand for its products has continued to increase. Moreover,
the Group is leading the industry in production technologies and
distribution. We are currently facing pressure from rising raw material
prices and costs and are not expecting notable growth in profit in the
short term, but we are confident in our operating strategies and our
capabilities to optimise our strengths in production and sales, embark
on market expansion and enhance our brand value. By continuing
with this approach, we remain cautious yet optimistic about the
Group's results and profit in the future.

By Order of the Board
Yang Tou-Hsiung
Chairman

Hong Kong, 22 March 2011
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