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Financial Highlights

MBRE

Unaudited Unaudited
RBEX REEEZ
Six months ended  Six months ended
30 June 2005 30 June 2004
BZ-ZTHF HE=_ZZTNF
AA=t+HL NA=Zt+HIE Change
~ME A 7 A 23
US$’000 USs$'000
FER FET
Results ESE
Turnover R 117,354 109,439 7.2%
Profit before taxation FRA A& A 7,167 19,238 (62.7%)
Profit attributable to shareholders A& R pE (S B F 5,673 15,677 (63.8%)
Basic earnings per share (US cents) BRERZEF] ) 0.37 1.04 (64.4%)
Diluted earnings per share (US cents) TRREEET] (G) 037 1.02
Interim dividend declared per share EEIRERFHRE
(US cents) () 0.201 0.506
(HK cents) G 1.567 3.947
TURNOVER #3358 NET PROFIT #LF
6 months ended 30 June 6 months ended 30 June
BENA=+HIEAEA BHENA=FHILNEA
2005 | [ 354 2005 | (DI 5,673
o0 | N 000 oo | [ 5677
o0 | N o5 oo | [ 9927
in US$'000 in US$'000
FET FET
TURNOVER BY PRODUCTS TURNOVER BY GEOGRAPHIC LOCATION
BEGDBEZE¥E BMELS 2 & X

6 months ended 30 June 2005
HE—TERFNA=THIEAEAR

6 months ended 30 June 2005
HE—TERFANA=+HIEAEAR

Other regions E At ith & 4.4%
MSG BRkAE 71.8%

ASEAN countries R EEEI % 5.2%
Others HAth 7.8%

PRC 1 14.5%
Cassava starch based products
RERBDER 6.1%

Japan A7 21.4%
Lysine S84 8.9%
GA AR 5.4% Vietnam # 75 54.5%
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Chairman’s Statement

ETRBESE

In the first half of 2005, market demand for the Group’s products grew stably.
All of our major markets reported growth in sales, except for Japan.Turnover
from the Vietnam market grew 4.5% to US$63,909,000, accounting for 54.5%
of the Group's total turnover. Japan remained as the Group's second largest
market. Due to the drop in turnover from lysine, turnover from this market
slightly decreased by 3.7% to US$25,112,000, accounting for 21.4% of the
Group's total turnover. Turnover from the PRC market increased 45.6% to
US$16,958,000, constituting 14.5% of the Group's total turnover. The ASEAN
market reported the fastest growth with turnover surging 53.1% to
US$6,158,000.

Our turnover grew as a result of growing market demand, but the drop in
lysine prices and the rising costs of carbohydrates had adversely affected
our profitability during the review period. Apart from tactically raising
product prices, to mitigate pressure on material costs, we also tried to find
new materials to replace carbohydrates. Currently, we are working with the
Swiss company Syngenta to cultivate tropical sugar beet and satisfactory
progress has been made. We are hopeful about reaping higher and long-
term benefits from the partnership starting next year. And as cultivation
techniques improve over time, such benefits would become even more
significant. Better control over our carbohydrate source would allow us to
significantly lower costs. Furthermore,Ve-Thai Tapioca-Starch Co,, Ltd. (in Gia-
Lai Province), which we acquired in June this year,and the starch factory in
Ha Tinh Province, which is under construction and will be finished next year,
will both be able to produce glucose syrup, hence will also help ease the

pressure of rising material costs on the Group.
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Chairman’s Statement «ontinued)

Apart from continuing to trim costs, seeing mid- to long-term development
potentials in the market, we invested in developing new products and
expanding our production capacities strategically. In the first half of 2005,
we boosted the production capacity of our modified starch factory in
Vietnam and acquired Ve-Thai Tapioca-Starch Co,, Ltd, also in Vietnam.The
moves have allowed us to expand our material sources and grow our
prospering starch business.In the second half of this year, we will establish
more MSG and high value-added seasonings factories.We also expect our
PGA factory and the starch factory in Ha Tinh Province to be ready for
operation in the first half of next year. The Group expects its operation and

profitability to grow when all these expansion initiatives are completed.

During the review period, our core market Vietnam continued to grow
steadily. As for the PRC and ASEAN markets, they achieved notable growth
of 45.6% and 53.1% respectively when compared with the same period last
year.The ASEAN market which has close trading relationship with Vietnam,
strong consumption power and promising potential, was made a prime
focus of the Group, in addition to the PRC market. We believe this market

will bring considerable contributions to our profits in the future.

We have been expanding in the PRC market through mergers and
acquisitions,and forging strategic alliances. During the period under review,
at our efforts to consolidate our networks and brands, we achieved better
performance in the market. Besides pushing for vertical integration of our
MSG operation in the PRC, we also planned to expand our product ranges,
adding to them high value-added products,and step up overall sales efforts.
The overall encouraging economic environment of the PRC and the recent
re-valuation of the RMB, we believe, will work in favour of our investment

and development in the market.
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Chairman’s Statement «ontinueq

ERHREF

Although our profits slipped because of persistently high material costs
during the review period, we have strong confidence in the markets’
prospects and our solid operations. We believe our operational and
investment emphases are correct and will bring concrete results. To effect
robust growth and cement our industry leadership, we will strive to expand
low cost material sources, cut production costs and raise production
efficiency, reduce expenses, enhance corporate governance, achieve
economies of scale, expand product mix, increase market share and
consolidate our networks. Last but not least, while counting on working
closely with our shareholders, we will maintain our proven strategies and
work hard to deliver better results to reward our shareholders for their

support.

By order of the Board
Yang, Tou-Hsiung

Chairman

Hong Kong, 30 August, 2005
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Management Discussion and Analysis

EEEMA RSN

Business Overview

Against the upward trend of oil prices in 2004 and into the first half of 2005,
the prices of agricultural and industrial raw materials remained high, some
climbed even further. This pushed up production costs of the Group and

affected our operations in major markets, including Vietnam and China.

In the first half of 2005, the Group's total turnover amounted to US$117,354,000,
7.2% higher than in the corresponding period last year.Vietnam Vedan brought
in US$101,864,000 in turnover,2.4% more than the last corresponding period,
accounting for 86.8% of the Group total. Turnover from the China operation
(Xiamen Mao Tai and Shanghai Vedan) stood at US$15,490,000, accounting
for 13.2% of the Group total and 56.4% higher than in the corresponding
period last year. Gross profit margin decreased from 34.2% (US$37,374,000) in
2004 to 19.9% (USS$23,361,000) in the first half of 2005. Net profit margin
decreased from 14.3% (US$15,677,000) in the corresponding period in 2004
t0 4.8% (US$5,673,000) this half year.

The Group’'s profit was dragged down by (1) the continuous price slip of lysine
and (2) high oil price-linked raw materials costs. The price of lysine started to
drop after it peaked in the first quarter of 2004. That resulted in its sales
shrinking by US$8,358,000 during the review period when compared with
the corresponding period last year. Our gross profit and gross profit margin

for the period also lowered by US$8,974,000 and 89% respectively.

Over production was to blame for the drop in lysine price.Many manufacturers
expanded their production capacity in the second half of 2003 and the first
half of 2004 when lysine price was at its highest. However, hit by the outbreak
of bird flu in Asia and pig-borne streptococcus disease in China, the demand
for feedstock with lysine as an ingredient was lower than anticipated.The
steady price and supply of soya beans also added pressure on the price of

lysine.

The raw material price hike in the second half of 2004 continued in 2005.The
price of molasses, a major raw material of the Group, for example, more than
doubled the level in the first half of 2004. As such, the proportion of direct
raw material cost to the Group's total manufacturing cost increased to 65.5%,

that of molasses alone accounted for 46.4% of the total direct material cost.

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T
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Management Discussion and Analysis «oninued

BEBWERD M

During the period, to minimize production cost, the Group adopted measures
to enhance efficiency and production capacity, and lower expenses. Sales
expense did not increase although sales increased, and administrative cost
was reduced by approximately 11.9% (US$1,166,000). Financial cost, however,
increased US$1,034,000 during the period attributable to the interest rate
hike in the US.

The Vietnamese economy grew 7.6% in the first half of this year,against 7.1%
in the last corresponding period.To achieve the targeted annual economic
growth rate of 8.5%, the Vietnam government is aiming for a 9.3% growth in
the second half of the year. Taking into account the approximately 5.3%
inflation rate of the country in first half 2005; the relatively stable exchange
rate between the Dong and the US dollar with the Dong depreciated only
0.62%; the 2% appreciation of the revaluated RMB; and the PRC lowered its
import tariff after her admission to ASEAN, Vietnam Vedan enjoys obvious
advantage in exporting its GA, modified starch and lysine to the PRC. During
the period, supported by expanded production capacities, the Group's MSG
business and GA business grew 16.2% and 43.1% respectively. In the PRC
market, the acquisition of Shanghai Vedan proved to be a profitable move.
The Group's six months'hard work bore fruit manifesting as a notable 51.6%
growth in operating turnover to US$ 12,617,000, with MSG business as the
main contributor. With the chicken essence based seasoning and modified
starch production lines expected to start operation in the second half of the
year, the Group will have an even more comprehensive product mix to take
full advantage of its effective distribution network to achieve business

development in the PRC.

The overall performance in the first half of this year suffered a decline in profit
owing to the consistently low level of lysine price and the consistently high
cost of material. Regarding lysine price, though not optimistic of it rising in
the near future, its fluctuation follows an historical track, the Group believes
market demand for lysine will continue to grow in the mid to long run.The
Group will work hard at lowering production cost including finding new
sources of carbohydrates. The Group is cautiously optimistic about its future

development.
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Management Discussion and Analysis «oninued

BERBWH KD Mo

Business Analysis

During the period, all major products saw double-digit growth in sales as
compared with the corresponding period last year, except for lysine which
sales was dragged down by the drop in lysine prices;and native starch which
has low margin.The latter was strategically converted into the production of

modified starch.

Table 1: Comparison of sales of various products

rEDH
HNEBEIBERT BREAREEEAET
B - RABMEERRTE L TR 2 KA1
ERSN - RAFFEIHAL - HAERIIE B
FUEZRE -

*—  RHEmMEEHELR

Unit: US$'000
BAI FET

First half of 2004 First half of 2005 change (%)

ZETPF E¥F “EERFE¥F # (%)
MSG TRA5 72,497 66.2% 84,243 71.8% 11,746 16.2%
GA ARk 4434 41% 6,347 5.4% 1913 43.1%
Lysine rEamE 18,808 17.2% 10,450 8.9% 8,358 -44.4%
Native Starch AR 4,645 4.2% 138 0.1% 4,507 -97.0%
Modified Starch L TR 3,942 3.6% 7,027 6.0% 3,085 78.3%
Specialty Chemicals* R Em* 2,779 2.5% 5,457 4.7% 2,678 96.4%
Others** H e 2,334 2.1% 3,692 3.1% 1,358 58.2%
Total “aFn 109,439 100% 117,354 100% 7915 7.2%

*  Specialty chemicals: Hydrochloric acid, Hypochlorite, Caustic Soda
** Others: Fertilizer, Feed-use additives, Beverages

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T
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Management Discussion and Analysis «oninued

BEBWERD M

(M

Product Analysis

MSG

MSG is the core product of the Group,accounting for 70% of the Group's
total turnover.In the first half of 2005, the sales of MSG and GA grew
16.2% and 43.1% to US$84,243,000 and US$6,347,000 respectively. The

growth was primarily the result of:

(i) Vietnam Vedan completed expansion of its plant in late 2004
resulting in increased production capacities for MSG and GA.
With reference to plant development, the Group decided to
strategically focus on the production of GA in the first to third
quarters. It will change to producing MSG after the new and
sophisticated production facilities are completed in the fourth

quarter.

(i) After the acquisition of Shanghai Vedan, the Group revamped
its MSG sales strategy for the PRC, changing its marketing focus
from primarily on big city wholesaler market to also retail
markets in second and third tier cities, to increase market share.
Currently, the Group's major markets are mainly located in
Eastern and Southern coastal provinces, such as Guangdong,
Fujian, Zhejiang and Jiangsu.The Group expanded its business
through: (1) Expanding sales coverage, promoting the Vedan
brand in second tier cities like Zhejiang and Jiangsu riding on
the acquired "Hoping"brand and its distribution network,and it
also stepped up business developments of its two branches in
Chongging and Tianjin to facilitate its expansion to the Yangtze
River and the Northern China regions; (2) Consolidation of
conventional distribution network and actively rallying the
support of restaurant chains, hyper-market and supermarkets;
and (3) Increasing market share, especially emphasized on the
sales of handy packs designed for family and dining use.The
Group’s MSG business in the PRC market grew 58.2% when
compared with the corresponding period last year. The Group
expects its growth momentum to continue into the second half
of the year as its brand name and distribution network

strengthen and the market keeps expanding.
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Management Discussion and Analysis «oninued

(i) In the ASEAN market, the Group's MSG business grew a
remarkable 68%, increasing from US$3,471,000 in the
corresponding period last year to US$5,823,000 in the review
period.In Japan, the sales of MSG amounted to US$14,915,000,
a growth of 37.3% against US$10,867,000 in the corresponding
period last year. Sales in the European market, however,
decreased 14.7% from US$2,853,000 in the corresponding
period last year to US$2,434,000 this half year.

The substantial drop in the gross profit of MSG in the first half of 2005
was mainly due to the sharp increase in the cost of molasses, which
was more than double than that of 2004. The Group’s profit was
compressed further by the expansion of production capacities that
could not be fully absorbed through pricing. Stable growth in sales is
anticipated after new production facilities commence operation in the
fourth quarter and Shanghai Vedan's expansion is completed. The
Group looks forward to improving its gross profit margin in the second
half of the year by exploring new sources of carbohydrates,enhancing
production efficiency, and further increasing the price of finished

products.

Lysine

As mentioned in the interim report last year, lysine price moves in a
cycle.The Group recorded historically high price for lysine in the first
half of 2004 and the reverse happened in the second half of 2004 and
continued into the first half of this year. Adding to the drop was the
over production by manufacturers lured by the all-time high price of
lysine a year ago.The international price of lysine had dropped around
40% when compared with the level in the corresponding period last
year.The Group’s turnover from lysine decreased 44% to US$10,450,000,
gross profit decreased 89% to US$8,970,000.Share of total turnover of
lysine also dropped from 17.2% to 8.9%. As bird flu cases are still
emerging in Vietnam and elsewhere and cases of Streptococcus suis
infection are reported in Sichuan, the PRC, the Group did not expect
the price of lysine to return to last year’s level shortly. The Group will
continue to reduce production costs and expenses and explore other

potential markets so as to maintain the profit level of this product.
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Starch business

Affected by weather conditions and the increasing demand in Thailand
and Vietnam for cassava slices to make feedstock and alcohol, the price
of cassava continued to surge.To combat the high price, the Group
took the initiative to transform cassava into modified starch raw
materials of higher added value during the period. This contributed to
the 78.3% growth in turnover from modified starch to reach
US$7,027,000.The sales volume of the product also increased by 64%
over that of the corresponding period last year.The sales of native starch,

on the other hand, dropped by 97% to US$138,000.

Starch business is one of the Group's core businesses. The Group has

taken a three-prong approach to strengthen this business segment:

(i) Raise the added value of the products. As a way to improve its
profitability, the Group established a new technology research
and development center in the second half of last year to focus
on the research and development of high value added modified

starch products for food processing.

(i) Secure stable supply of raw materials. The Group announced
its acquisition of Ve-Thai Tapioca-Starch Co,, Ltd. in June.The
plant is expected to commence production in the cassava
harvest season this year,increasing related production capacity
from 60 tonnes/day to 100 tonnes/day this year,and possibly
200 tonnes/day in the coming year.The construction of the new
starch factory in Ha Tinh Province is well under way, with initial
construction scheduled for completion in the second quarter
of 2006.The initial planned production capacity is 200 tonnes/
day.

(i) Enhance the production capacity of modified starch. The
acquisition of Shanghai Vedan was completed in July and
production is scheduled to begin in the third quarter. The
expected production capacity of the new modified starch plant
will be 10,000 tonnes/year. Construction of a starch factory in
Ha Tinh Province is also underway. Its planned initial production
capacity is 20,000 tonnes of modified starch per annum.Vietnam
Vedan completed expansion in late June and its current

production capacity is 60,000 tonnes/year.
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4. Specialty Chemicals 4. HALER
As economic development in Vietnam accelerates, the country’s BE M TS A BER REVRE IR - Bl
demand for specialty chemicals is also rising rapidly. During the period, HRNEE A2 MmO EZE M - AH
the sales of soda and hydrochloric acid and related products amounted SEREITHERAMERNIHESER
to US$5,457,000,up 96.4% against US$2,779,000 in the corresponding 5,457,000 7T + tbEFRIERR2,779,0003E
period last year. T+ KNI R #996.4% ©
5. Fertilizer and Feed Additive (CMS) 5. FERESERINYCMS)
Agriculture constitutes a major proportion of the Vietnam economy, MECEEET - BEDNRARLEG - &
and has been the factor underscoring the stable growth of the Group’s th {0 S B A4 E M AR R AR N R 1R
CMS product. During the period, the sales of CMS and related products ERR - NERE B AR B AR I
totaled at US$1,292,000, representing an increase of 24% as compared (CMS)AERAE A SHE £ 5851,292,0003%
with US$1,042,000 in the corresponding period last year. JC - b EFREIRY1,042,000% 5T © TR
24% °
(2)  Market Analysis (Z) mEDW
Vietnam and Japan remained as the Group's major markets in the first CETRF ¥ FREEREENTED
half of 2005, while China and ASEAN countries posted robust growth BIRABEMBEASE - M EFMEER
(table below). BRAEBREEZKE -
Table 2: Comparison of Sales In Major Markets R BFTEMHHELER
Unit: US$'000
Bh: FET
First half of 2004 First half of 2005 Change (%)
ZTTMF EF “ETRFLY¥F 5 (%)
Vietnam fitdEa] 61,142 55.9% 63,909 54.5% +4.5%
Japan A 26,078 23.8% 25,112 21.4% -3.7%
The PRC & 11,643 10.6% 16,958 14.5% +45.6%
ASEAN REEK 4,023 3.7% 6,158 5.2% +53.1%
Others H it 6,553 6.0% 5217 4.4% -20.4%
Total 4aET 109,439 100% 117,354 100%
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Vietnam

Vietnam remained as the Group's largest market. Total turnover from
this market amounted to US$63,909,000, and its share of the Group's
total turnover grew 4.5% to 54.5%.The sales of MSG and GA, the Group's
core products, grew 4.7% or US$2,362,000 to US$52,684,000. The
turnover from lysine, on the contrary, recorded a significant drop of
349 to US$3,837,000, US$1,944,000 lower than in the corresponding
period last year. The turnover from modified starch sale, the main
product in the Group's starch segment, was US$561,000. Though still
posting a relatively small amount, the product’s turnover boasted a
remarkable 218% growth over the pervious corresponding period.Soda
sales from the market also saw a sharp increase of 111.78% from

US$2,021,000 last year to US$4,280,000 this year.

Japan

Total turnover from this market slightly decreased by 3.7% to
US$25,112,000 due to the drop in turnover from lysine by 49.2% to
US$6,400,000. As a result of higher prices and sales, the turnover from
MSG sale soared 37.3% (USS$ 4,049,000) to US$14,915,000. Modified
starch also recorded an enormous growth of 125% (approximately
US$1,991,000) to US$3,583,000. Supported by its technology research
and development center, the Group is confident of quickly obtaining

a stronghold of the modified starch market in Japan.

The PRC

The Chinese economy has seen continuous robust growth, with growth
rate reported at 9.3% last year and 9.5% in the first half of 2005.Riding
on Shanghai Vedan Foods' established distribution network for MSG
products and increasing consumer awareness of the Vedan brand, our
MSG business recorded a substantial growth of US$13,683,000, or

approximately 58%, during the period under review.
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Other related products, including chicken essence based seasoning
and MSG, will be introduced into the market, creating a more diversified
products mix for the Group and paving the way for the Group to expand
its business even more effectively. As the Chinese economy grows, the
need for processed foods will follow, as evidenced by the continuously
rising import and usage volume of modified starch in the PRC. With
the anticipated support of the improved research and development
capabilities of the Vietnam starch factory and stable supply of top
quality cassava, the advantageously located Shanghai modified starch
factory is expected to commence phase 1 production in the third
quarter of this year.Modified starch business is set to join MSG products

as another core segment of the Group in the PRC.

ASEAN countries

Primly located and growing consistently, the ASEAN market with a total
population of 500 million and tremendous development potential has
been the Group's major focus. During the period under review, turnover
from the ASEAN market amounted to US$ 6,158,000, around 53.1%
higher than the corresponding period last year, with its MSG business
grew 68%. Modified starch has been introduced to the market as well,
and its sales during the review period recorded more than 2009% growth
over that of the same period last year.With the ASEAN free trade zone
taking shape, member nations are gradually opening their markets to
each other and strengthening trade and economic connections,
presenting to the Group substantial room for further business

development.

Production capability expansion and construction of new
factory
Our production related plans for the second half of this year are

summarized as follows:

(i) The production capability for modified starch of the Vietnam

factory reached 60,000 tons per year at the end of June.
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(4)

(ii)

(iff)

(vi)

(vii)

The construction of the new factory in Vietnam for producing
high value-added seasonings was completed at the end of July,
and trial production has begun.The Group expects to launch
the products in the third quarter and will evaluate the need for

further expansion in 2006.

Shanghai modified starch plant will commence production in
the third quarter, with annual production of 10,000 tonnes

modified starch.

Utilizing enhanced GA fermentation capability, new MSG
production facilities are being added to the Vietnam factory and

installation will be completed in the forth quarter.

The PGA factory in Vietnam is expected to be completed at the
end of 2005 or the first quarter of 2006.

The starch factory in Ha Tinh Province, Vietnam will start
production in the second quarter of 2006, with production

capacity of 200 tons/day in the initial stage.

The production capability of the newly acquired starch factory
in Gia Lai Province will be expanded from 60 tons/day to 100

tons/day,and it will start operation in the fourth quarter.

Mergers and acquisitions, and forging of strategic alliances

The acquisition of Ve-Thai Tapioca-Starch Co., Ltd. We require
adequate supply of cassava as fermentation materials to
produce MSG, GA and lysine, etc., and for producing modified
starch raw materials.To assure access to cassava, which is critical
to our long-term development, the Group announced the
acquisition of the entire shareholdings of Ve-Thai Tapioca-Starch
Co,, Ltd.at the end of June. It is the Group's second acquisition
in Vietnam after the French MSG plant Orsan in 2001.The Ve-
Thai factory is located in Gia Lai Province, Central Vietnam, a key

cassava source area, and boasts daily production of 60 tons of

(if)

(iif)

(Vi)

(vii)
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5)

(iff)

starch.The Group plans to purchase more equipment to increase
the plant’s production capability to 100 tons/day by the end of
the third quarter. |t is expected to realize full capability in the
harvest season of cassava in the fourth quarter.To meet the
Group’s future requirement, we will decide in 2006 whether to
increase the plant’s production capacity to 200 tons/day. The
capital for the acquisition was US$3,300,000, but since the assets
acquired comprised around US$1,000,000 in cash, after
deducting that and the around US$563,000 due from
shareholders, the actual purchase price should be around

US$1,750,000.

The acquisition of Shanghai Vedan Foods. The Group
announced the completion of the acquisition of ShanghaiVedan
Foods and its fixed assets at the end of July 2005. Following that,
the Group proceeded with (1) the establishment of a chicken
essence based seasoning processing factory, and (2) the
construction of a modified starch factory as planned. Both
factories are scheduled to start operation in the third quarter of

this year, realizing the anticipated benefits of the acquisition.

Alliance with Shandong Snowflake

At a total investment of US$10,000,000, both parties will set up
a joint venture company which will have an annual production
capacity of 30,000 tons of GA.The Group will hold 70% stake in
the company. All due diligence work has been completed and

the parties involved are in the final stage of the negotiations.

Costs review

During the period under review, the Group's cost of sales increased by

approximately 30.4%.The substantial increase was mainly the result of
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o

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T



Management Discussion and Analysis «oninued

BEBWERD M

Corresponding measures for rising material costs

1. Molasses

Molasses is one of the major raw materials of MSG, GA and lysine. In

the first half of 2005, the price of molasses grew 100% over that in the

first half of 2004, squeezing the profits of our two main products, which

prompted the adoption of the following measures by the Group in

the second half of this year:

(i)

(if)

(iif)

Purchase from diverse sources:In addition to the existing major
sources in nearby countries such as Thailand, we started to
purchase materials from other sources such as Pakistan and

Eastern Europe.

Replace molasses with raw sugar:The Group has already started
import of raw sugar, which will be used in production in the

third quarter.

Develop different types of carbohydrates: Since the fourth
quarter of 2004, we have been working with the Swiss company
Syngenta, a world leading agribusiness company, to cultivate
tropical sugar beet in Vietnam. After several months'hard work,
satisfactory preliminary results were achieved. We have thus
signed an agreement in June 2005 with Mitsui and Co.,
(Thailand) Ltd,, exclusive distributor of Syngenta's tropical sugar
beet seeds in Vietnam, to distribute and jointly promote the
cultivation of tropical sugar beet seeds in Vietnam. This
agreement will enable the Group to expand its sources of

carbohydrates.
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Cassava

During the period under review, the cost of cassava rose approximately
40% above that in the same period last year because of bad weather
and a change of its usage as material for alcohol fermentation.To secure
a new reliable source of cassava, the Group adopted the following

strategies:

0] Actively increase the purchase quantity of its two starch factories

in Phuoc Long Province and Binh Thuan Province.

(i) Expand to the central and northern regions of Vietnam.The
newly acquired Ve-Thai starch factory and new starch factory in
Ha Tinh Province will commence operation in the fourth quarter

of this year and in 2006 respectively.

(i) The Group will follow closely the starch supply situations in

neighboring countries, and seek to expand cultivation areas.

Liquid Ammonia
In the past, the Group had relied entirely on import to meet its need
for liquid ammonia. However, as Vietnam is able to start its own supply,

the Group will purchase more liquid ammonia in Vietnam to save costs.

Research and Development
The Group undertakes various research and development work, to
ensure its ability to cope with changes in the business environment

and support future development needs. These include:

1. Study the feasibility of planting tropical sugar beet in Vietnam,
conduct relevant promotion activities,and continue large-scale

trial cultivation.

2. Study and evaluate the feasibility of using rice as raw materials,
produce high value-added products such as rice protein and
starch syrup.The development of preliminary stage technology
is mature. The Group will continue to conduct larger scale trial
production and evaluate the feasibility of constructing new

plants.

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T
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3. Continue to develop modified starch products, in particular,
enhance the research and development and application of

modified starch for food processing to boost their added values.

4. Improve the production efficiency of starch factories, make the
best use of the byproducts in cassava production,and initiate

and encourage recycling activities.

5. Continue to improve the production processes of MSG, GA and
lysine and enhance production efficiency so as to lower
production costs and enhance overall production management

efficiency.

6. Continue to develop high quality seasonings to increase
products varieties and maximize the integrated benefits of

business development.

Corporate Governance

The Group operates in strict compliance with relevant laws and
regulations and the Articles of Association, and has established and
implemented relevant orders of proceedings and operational
procedures under the management system supervised by the AGM,
the Board, and the audit committee, etc. Comprising five executive
directors, two non-executive directors and three independent non-
executive directors, the Board executes and supervises the Group's

various operations and management activities.

The independent non-executive directors of the Group attend the
Board meetings and audit committee meetings held each quarter,and
exercise the power of independent non-executive directors in
performing their duties.During the review period, the audit committee
comprising the independent directors had reviewed and endorsed
the Group’s financial reporting procedures and internal control in
accordance with related provisions,and also reviewed all connected
transactions and guarantees made upon, and conducted strict

supervision over the Group’s financial risks control.
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The Group will continue to enhance internal control by strengthening
the implementation of its “risks management measures”and the review
of its ERP system,and the systems and rules of its subsidiaries, the quality
certification of products, efforts on safety, hygiene and environmental
protection,and the management of suppliers and customers, etc. It

will also emphasize on training and recruitment of auditing staff.

Prospects

The two main factors affecting the Group’s profitability during the
period are: (1) the slipping price of lysine,and (2) the subsisting high
material costs. The negative impacts of these factors are expected to
persist in the second half of this year. Though we have gone through
similar cycles in the past decades, the most recent ups and downs are
the most severe and has lasted the longest. And both factors striking
at the same time brought even bigger challenges on us.Nonetheless,
we have laid down certain combat strategies. By consistently
implementing these strategies, we are confident that we will come
out of the valley soon.Regarding our development in the second half
of 2005 and onwards, we are cautiously optimistic about our overall

development with the support of the following strategies:

(i) Increase product prices to reflect rising costs
Following the surge of material costs, the Group has been
actively negotiating with dealers and product distributors to
raise product prices without affecting their market shares.The
Group will continue to increase product prices to reflect the

rising costs.

(i)  Realize diverse development of carbohydrate
Develop more carbohydrate sources. Short, medium and long

term directions are being planned and pursued.
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(iii)

(iv)

Obtain reliable supply of GA

Reliable supply of GA raw materials at a competitive price is
one of the key factors for the success of our MSG business in
the PRC.The alliance with Shandong Snowflake is in the final
negotiation stage; and the expansion of the GA factory in
Vietnam has been completed, these favourable developments
plus the PRC lowering its import tariffs and the revaluation of
the RMB, GA from Vietnam has become more competitive in
the PRC, which will in turn enhance our production efficiency

and ultimately benefit our business development in the country.

Further development of starch business

After the Group established a starch research center in the
second half of 2004, apart from enabling it to step up the
development of modified starch products, the Group has further
successfully developed various types of modified starch for
application in food processing. These products are suitable for
making different kinds of food products including chili sauce,
tomato ketchup, BBQ sauce, frozen meat, prepared dim sum, etc.
and have been well received by the market. We have decided
to launch the products to the enormous food processing market

in China and and to other countries.

Expand product mix

Trial production at the new high value added seasonings factory
in Vietnam was completed successfully,and products will be
introduced to the market in the third quarter. The Shanghai
factory is prepared to set up a new high value added seasonings
facility,and has begun the trial sales and marketing of chicken
essence based seasoning. Increasing products varieties will not
only allow us to boost our relationship with dealers, but will also
facilitate the expansion of our distribution network and in turn

contribute to our profits.

(iii)

(iv)

(v)

HMERENSTMER
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BLEERNRNNY  BEPFRER
o BMETTHT BE AR AN
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(vi)  Enhance research and development efforts, and increase
production efficiency
After our research center and pilot plant are upgraded, we are
working on various projects on production process
improvement to help us enhance production efficiency,improve

product quality and production capacities,and cut costs.

(vii)  Bring in contribution by acquiring Shanghai Vedan Foods
The Group completed the acquisition of Shanghai Vedan Foods
and related fixed assets at the end of July 2005. Shanghai Vedan
Foods will start the production of high value added seasonings
and modified starch as soon as practicable, and we believe it
will bring synergies to the distribution network and ultimately

enhance the Group’s profitability.

Financial Review

As at 30 June 2005, our cash and bank savings amounted to
US$20,415,000, decreased by US$12,777,000 from the amount as at
the end of 2004. Our bank loans increased by US$12,740,000 to
US$79,615,000, mainly due to (1) rising capital expenditure, and (2)
substantial surge of material costs leading to a dramatic increase in
inventory valued at US$10,047,000. The current ratio of the Group was
maintained at 1.65, slightly lower than the 1.79 level of last year.99% of
our bank loans were denominated in US dollar, the remaining 1% was
denominated in RMB.The ratio of medium to long term loans and short-
term loans was 37% to 63%.The Group's gearing ratio, based on total
bank loans to shareholders'funds, was 34.1%. After deducting cash and

bank savings, our net gearing ratio is 25.4%.

The majority of the Group's transactions from its business in the PRC
are conducted in RMB, and our RMB loans approximated at only
US$785,000.The exchange rate between the Vietnamese Dong and
the US dollar remained stable, the depreciation rate of the Dong for
the period between 1 January and 30 June 2005 was about 0.62%.The
Group did not record any negative foreign exchange trade, nor did we

engage in any exchange rate hedging activities.

The basic earnings per share for the review period were 0.37 US cent.
The Board recommended the payment of an interim dividend of 0.201

US cent per share.

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T

(vi) DRERERMIETE - BALERER

FE B B O B B T A0 ER
Tt ARSHELERENICE - R
FHEEME - BREmmME - 1810
EERE » FRIEAA o

(vii) BIEGHIE EIRWR A R

SRR -_ZEEAFLARRERT
KEBRAKBIBELRS BT
B BEERETESRRMEET
B EERORALLE - #TZIH
EABRHELCTRNOEE @ &
fLERES  BEBRGH BS
BNz -

(hv) BtEs =R

HR-_ZTRFNA=1+HBIE - KNEER
S MIRITERE20415000%TC © L —FF
PU4F[ESR 412,777,000 7T © $RITEA
79,615,000 7T + tb Z T T I0F KN
12,74000037C * £ BR(NEARZ G
ROBERBMERAR LR  FEomEES
B3£10,047,000 7T - KEZ B E A
165+ BEEREEFR1 792 KF © R171E
FARFETTHERE9% » ARMEE1% - AR
HRERAT HAME SR EL ) A3 7%Ek63% - BARAE
tb GRITAEE LR R RR) /334.1% » &
ANEEL GRS MTR) B 5254% °

EEFHREBETEUAARERS  MA
RESIEFE 497850003 7T MMl G ¥
CEHEBE  —ETRFYESNA=TH
LEBZEIRE £70.62% o BT M SNE
EBE MR AEM SR T AETINES
o

NEBREREF H037E - EF 2
IR A% B BR%0.201 A1 ©



Other Information

H &R

PURCHASE, SALE OR REDEMPTION OF SHARES

During the review period, neither the Company nor its subsidiaries had

purchased, sold or redeemed any of the Company'’s listed shares.

DISCLOSURE OF INTERESTS AND SHORT POSITIONS OF
OUR DIRECTORS AND CHIEF EXECUTIVE OF OUR
COMPANY

(a)

As at 30 June 2005, the interests and short positions of each Director
and chief executive of our Company in the shares, underlying shares
and debentures of our Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
("SFO")) which (a) were required to be notified to the Company and
the Stock Exchange of Hong Kong Limited (“Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which the Directors was taken or deemed to have under
such provisions of the SFO); or (b) were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies contained in the Listing Rules, to be

notified to our Company and the Stock Exchange, were as follows:—

BE - LESBEEARAR ZE S
RPN - AN RN EAT B2 TR
o - sk E A A R ZAEA L E S -

RRABEERBSTRAERERRK
KB ZRE

(a)

WRZZEZRFRA=1TH FRRASEF
RE&BITIRA BRAA B R EAERAREHE
B (£ AEn LAERD (EFRHEE
1)) SEXVER) Z Bxn - AR D R EHEE
o R REBEES R ERDIEXVES
TRFNHAMEARRI RELMERS
FERAR ([BFR)) 2 s FoRE (B
REBES LB RO BAGEFTHRS
R DR 2 SORE) - RO)RE
B AGEHF R HBIEDIFI2MREFEZ
BRMAZEREIRE - HORIBB AT
ETRAFFE . EMARERETESFR
5 ZAZHEST RIA G AN A B KRB 32 i 2 #E
HEKBIT  —

Interests in Shares

Rz
Number of Number of
Shares in Shares in which

which interested
(other than under

equity derivatives)

interested under
physically settled

equity derivatives

HEEER REWGE Percentage of

ZRHEE ERASTE Total number issued Shares

Name (B f74 TEEE#ER of Shares 2BITRE

e TERS ZROBEE R Py

Mr.YANG, Tou-Hsiung 424,325,488 4,500,000 428,825,488 28.16%
SRR (Note 1) (Note 3)
Cia) (fH5E3)

Mr.YANG, Chen-Wen 424,325,488 4,500,000 428,825,488 28.16%
BRXEE (Note 2) (Note 3)
(M5E2) (fH5E3)
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Number of
Shares in

which interested
(other than under

equity derivatives)

Interests in Shares
RIRG 2=

Number of
Shares in which
interested under
physically settled

equity derivatives

wEERER REWE Percentage of
2R EE ERARLTE Total number issued Shares
Name (BRALTE ITE#EE#ERS of Shares 2RTRG
#E T ERKRI ZRHEE BHEE Ba
Mr.YANG, Cheng - 4,500,000 4,500,000 0.30%
BIESRE (Note 3)
(FF5E3)
Mr.YANG, Kun-Hsiang - 4,500,000 4,500,000 0.30%
G E A (Note 3)
(FF5E3)
Mr.WANG, Joel J. 750,000 - 750,000 0.05%
TEREE
Mr.HUANG, Ching-Jung 200,000 - 200,000 0.01%
Mr.LAM, Tuan - 500,000 500,000 0.03%
W& A (Note 3)
(FF5E3)
Mr.CHAQ, Pei-Hong 500,000 - 500,000 0.03%
B REA
Ms.CHUANG, Shu-Fen 500,000 - 500,000 0.03%

szt
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Notes:—

1.

Mr. YANG, Tou-Hsiung's interest in Shares are held in the following

MizE: —

1B AT B Dt B s -

capacities:—
Number of
Shares through
physically
settled equity
derivatives ****
EREY
Number of Shares HEEBRARITE
Capacity 54 RBHE TRBEZRE o
Beneficial owner BalEEA - 4,500,000 ***
Interest of company STVt o
controlled by him NGILE %oy 82,897,246 * -
Others HAt 341,428,242 ** -

*%

XHHK

Mr.YANG, Tou-Hsiung is entitled to exercise or control the exercise
of more than one-third of the voting power of King International
Limited ("King International”) and King International is the holder
of such 82,897,246 Shares.

Mr.YANG, Tou-Hsiung is entitled to exercise or control the exercise
of more than one-third of the voting power of King International,
which is the holder of 40 per cent. of all the issued and
outstanding units in the Royal Trust and is taken to be interested
in the 341,428,242 Shares in which DBS Trustee Limited as trustee
of the Royal Trust is interested. These 341,428,242 Shares include
62,172,933 Shares held by each of Concord Worldwide Holdings
Ltd.(“Concord Worldwide") and High Capital Investments Limited
("High Capital”) pursuant to section 317 of the SFO and
217,082,376 Shares held by DBS Trustee Limited as trustee of the
Royal Trust.

Mr.YANG, Tou-Hsiung is interested in 4,500,000 Shares pursuant
to the options granted to him on 13 June 2003 under a share
option scheme adopted by our Company on 13 June 2003 (the
"Pre-IPO Share Option Scheme”). The exercise price under the
options is HK$0.801 and the exercise period is 13 June 2004 to
12 June 2008.

These derivatives are unlisted.

*%

XHHK

15 BRI S e A AT SIE HITT fEKing
International Limited ([King International])
BBE=9m—2®&E# BKing
International #3458 7% #£82,897,246 A
ZEBA -

15 SR e B AT SIE BT EKing
International 838 =7 — 2R ; King
International A5 Royal Trust2 52 347
REARITRERA0% 2 FFE A - Ti5sam
J AR B ARoyal Trust BBEZFEA
DBS Trustee Limited 3574 341,428,242 &A%
10 2 % © 32341,428,242 RARD B145
Concord Worldwide Holdings Ltd. ([Concord
Worldwide]) K& High Capital Investments
Limited ([High Capitall) 1R &7 % & Hi& &
DIEE31 7163 BF76 262,172,933 IR () &%
DBS Trustee Limitedf /Royal Trust 2 5
AFEE 217,082,376 BRERS °

BHEELRERBRADNAR-TST=FX
A+=R&EM ERESE (T8R AR
BHERRBRENE]D MR _ST=FR
B+= BRIk - #754,500,000 iR
Befp 2 ek - ZEBBREZITEES
0.801 7T » ITEER —ZTTINE N A+
=REZZTZN\FX A+=AlL -

ZEMET RS RIELT -
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2.

Mr. YANG, Chen-Wen's interest in Shares are held in the following 2. BRI E AT S AR DR« —
capacities:i—
Number of
Shares through
physically
settled equity
derivatives ****
EBEY
Number of Shares HERAITE
Capacity 4 RHEE TEBEZREY o
Beneficial owner BERERAA 4,500,000 ***
Interest of company PG IR S 5 A 2
controlled by him AR 62,172,933 * -
Others Hity 362,152,555 ** -

X%

HHHK

Mr.YANG, Chen-Wen is entitled to exercise or control the exercise
of one-third of the voting power of High Capital and High Capital
is the holder of such 62,172,933 Shares.

Mr.YANG, Chen-Wen is entitled to exercise or control the exercise
of one-third of the voting power of High Capital, which is the
holder of 30 per cent.of all the issued and outstanding units in
the Royal Trust and is taken to be interested in the 362,152,555
Shares in which DBS Trustee Limited as trustee of the Royal Trust
is interested.These 362,152,555 Shares include 62,172,933 Shares
held by Concord Worldwide, 82,897,246 Shares held by King
International pursuant to section 317 of the SFO and 217,082,396
Shares held by DBS Trustee Limited as trustee of the Royal Trust.

Mr.YANG, Chen-Wen is interested in 4,500,000 Shares pursuant
to the options granted to him on 13 June 2003 under the Pre-
IPO Share Option Scheme.The exercise price under the options
is HK$0.801 and the exercise period is 13 June 2004 to 12 June
2008.

These derivatives are unlisted.
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BRI e B RETT R SE TR
High Capital =D — 2 & =H# - B
High Capital &#5 72 #£62,172,933
PRAD ZFFBA °

R LB RITE R IEGITTR
High Capital =9 — 2% 5H# :
High Capital /3#58 Royal Trust 2
BT R RITEERI30% 215
BA - MBRXGEEHEAES
Royal Trust #EiBHZ5EADBS
Trustee Limited #5485 #%362,152,555
AR 17 2 MEds © 5%362,152,555%A%
3B 3EConcord Worldwide &z King
International iR & 78 % K B & 15051
E317165 BIFA 262,172,933 /%
19 1282,897,246 ARAR 17 LA DBS
Trustee Limited{E ARoyal Trust 2 %
FEANEE 2217,082,396 BRAR(S ©

BRXEEREERAREER
BREABMR —ET=F A
T—BERCZERE %A
4,500,000 BRARMD 2 #E 2w o R RE
R4 2 1T E A0.801 8T » 1T(E
HE—ZTTNFAA+=RAZE=
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ZEMET A RIELT -



Other I nfO rm atiOn (continued)

HEE R o

3. Various interests of our Directors and chief executive of our Company
pursuant to physically settled equity derivatives are through share
options granted pursuant to the Pre-IPO Share Option Scheme.The
exercise price under the options is HK$0.801 and the exercise period is
13 June 2004 to 12 June 2008.

Save as disclosed in this circular,as at 30 June 2005, none of our Directors
or chief executive of our Company had or was deemed to have any
interest or short position in the shares, underlying shares and
debentures of our Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which (a) were required to
be notified to our Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which he/she was taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein; or (c) were
required, pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies contained in the Listing Rules, to be

notified to our Company and the Stock Exchange.

Since 31 December 2004, the date of the latest published audited
financial statements of our Company, none of our Directors has any
direct or indirect material interest in any assets which have been
acquired or disposed of by or leased to us, or proposed to be acquired

or disposed of by or leased to us.

As at 30 June 2005, none of our Directors was materially interested in
any contract or arrangement which is subsisting at the date of this

circular and which is significant in relation to our business.

3. RABEERERTHRABREEDE
ERAVTETAREZ S ERRETER
REEHRXARBEEAERET SR
CHERERE  ZEBREZTEER
0.801 7T - ITEER —ZTTINE N A+
=REZTZN\FX A+=AlL -

BRABEFTIREESN  RZETRERA
=TH BERAFAEFRESTHAE
AR E REAEERER (ER RESFR
HAEBIZEXVED) 2 kfn - MR R &
B - HEQIREBESREEEFIEXVED
F7REsH EAME NN T RIS R FT 2
wRKRE (@%ﬁﬁfﬁﬁ%’é#&ﬁﬁ%’iﬂ%ﬁﬂ%&
REBVEEREAE =R AR -
RERTIAFE %&ﬁﬁ%’iﬂﬂﬁ'l%%zﬂﬁﬁmﬁ
B2 ERMARZERS AR (0B ES
iﬁﬁ%%tﬁfﬁﬁllﬁﬁ%iZtﬁ"ETE%iﬁ
IBHRF 2 EAE~FRIZBHE A T R
R 2 R SRR R

B-ZTTNFE+-A=+—H EAFRRA
—IRAMIEEZI G HRE 2 A) R - AR
NAEEFHEAERLRAINE - HEXHEE
ZEMEEREENEESAEAER -
AN AFUEE - HESEEZ EREE
FEESERSEEAER

ZETRFANA=TAH - BERD

REAER Tii’xfﬂa%ik(ﬁéﬁﬁliﬁﬁé‘
HEADBAR 2 EREN L+ HEE
AHEE o
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SUBSTANTIAL SHAREHOLDERS FERR

(@  Sofaraswas known to any Director or chief executive of our Company, @ BARREEERESTTBRABHAM - R
as at 30 June 2005, the following persons, other than a Director or chief TERAFANA=ZTH  BRAARESIH
executive of our Company, had an interest or short position in the SITBAESN « AR ALTRAR B Z 5
Shares or underlying shares of our Company which would fall to be LA DB RIRE 5 RS RHIEXV
disclosed to our Company under the provisions of Divisions 2 and 3 of HE2RFEIDH 2 EBERRNATHRE L
Part XV of the SFO or who were, directly or indirectly, interested in five IR E - KEESIHERBM EER
per cent.or more of the nominal value of any class of share capital FMEAER AR AMEAIMTE A &2 ik
carrying rights to vote in all circumstances at general meetings of any RRE HRE 2 AR A IR AR E (B 5% A
of our Subsidiaries:— s —

Number of Shares in
which interested
(other than under Percentage of
equity derivatives) issued Shares
Name REEZZROEA 2RITRG
=z (BRALTE T ARRIN R

Billion Power Limited 460,237,609 30.22%
(Note 1)
(f5E1)

Vedan Enterprise Corporation &/&Kf 2D ER A A) 460,237,609 30.22%
(“Taiwan Vedan”) (Note 1)
(TaEW®SH) (F3E1)

DBS Trustee Limited 424,325,488 27.86%
(Note 2)
(fF5E2)

King International Limited ("King International”) 424,325,488 27.86%
(Note 3)
(MH3E3)

Concord Worldwide Holdings Limited (“Concord Worldwide") 424,325,488 27.86%
(Note 4)
(i E4)

High Capital Investments Limited ("High Capital”) 424,325,488 27.86%
(Note 5)
(M3ES)

J.P.Morgan Chase & Co. 87,064,000 571%
(Note 6)
(Hi3Ee)
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Number of Shares in

which interested

(other than under Percentage of
equity derivatives) issued Shares
Name RERZZROEA ERITRG
=L (BRALTETRRID Bk
Nordea 1 Sicor FE Value Fund 80,836,000 531%
(Note 7)
(F5E7)
Notes:- PEE - —
Vedan Enterprise Corporation (“Taiwan Vedan”) is entitled to KARERNERAE (TAEK

exercise or control the exercise of more than one-third of the
voting power of Billion Power and is therefore taken to be

interested in these 460,237,609 Shares held by Billion Power.

Of these 424,325,488 Shares, 217,082,376 Shares are held by DBS
Trustee Limited as trustee of the Royal Trust and the remaining
82,897,246,62,172,933 and 62,172,933 Shares are held by King
International, Concord Worldwide and High Capital, respectively,
each of which is party to an agreement under section 317(1)(a)

of the SFO with DBS Trustee Limited.

King International directly holds 82,897,246 shares and is the
holder of 40 per cent.of all the issued and outstanding units in
the Royal Trust. Accordingly, King International is taken to be
interested in the 341,428,242 shares in which DBS Trustee
Limited as trustee of the Royal Trust is interested. These
341,428,242 shares include 62,172,933 shares held by each of
Concord Worldwide and High Capital pursuant to section 317
of the SFO and 217,082,376 shares held by DBS Trustee Limited

as trustee of the Royal Trust.

) BT ESREFIFTEBIlion
Power =5 v — 2 IR - A
TER AR A% A Billion Power FTs
B#2460,237,600B% B 17 2 25

7%424,325 488 1 EL H1 217,082,376
J1% FRDBS Trustee Limited JARoyal Trust
ERAZENDHE - M HER
82,897,246H% ~ 62,172,933/ &
62,172,933/ 5 AlAKIing
International * Concord Worldwide A
K High Capital 38 ° RIEFEH K
EIEHIE370) @)1 - B kRE
DBS Trustee Limited 7] M 1% 2 &

DAl

King International EL #4575 82,897,246
A& I A¥FHRoyal Trust 2EE
BT RIB AR TR BRLA0%HIFFB A ©
At + King International #18 A B
DBS Trustee Limited {E&Royal Trust &
SEAFTRIERZHE341,428 2428 AR 1D Y
RS o $25341,428, 242 R BL3E
Concord Worldwide }High Capital &
BRIEE 5 M A EIRPIZEN 715 E
262,172,933 {0 K2 DBS Trustee
Limited EARoyal Trust X5 A B Z
217,082,376 A& 5
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4. Concord Worldwide directly holds 62,172,933 shares and is the
holder of 30 per cent.of all the issued and outstanding units in
the Royal Trust. Accordingly, Concord Worldwide is taken to be
interested in the 362,152,555 shares in which DBS Trustee
Limited as trustee of the Royal Trust is interested. These
362,152,555 shares include 62,172,933 shares held by High
Capital, 82,897,246 shares held by King International pursuant
to section 317 of the SFO and 217,082,396 shares held by DBS

Trustee Limited as trustee of the Royal Trust.

5. High Capital directly holds 62,172,933 shares and is the holder
of 30 per cent. of all the issued and outstanding units in the
Royal Trust. Accordingly, High Capital is taken to be interested in
the 362,152,555 shares in which DBS Trustee Limited as trustee
of the Royal Trust is interested. These 362,152,555 shares include
62,172,933 shares held by Concord Worldwide, 82,897,246 shares
held by King International pursuant to section 317 of the SFO
and 217,082,396 shares held by DBS Trustee Limited as trustee
of the Royal Trust.

6. The capacity of JP Morgan Chase & Co and its associates in
holding the 87,064,000 shares was as to 77,024,000 shares as
investment manager and as to 10,040,000 shares as approved

lending agent.

7. The capacity of Nordea 1 Sicor FE Value Fund in holding the

80,836,000 shares was as beneficial owner.

(b)  Save asdisclosed above,as at 30 June 2005, there was no other person
(other than our Directors or chief executive of our Company) who was
recorded in the register of our Company as having interests or short

positions in the Shares or underlying shares of our Company.
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4. Concord Worldwide HE##FE
62,172,933/ /%10 - WA BRoyal
Trust 2 &P AT R ARITE B
30%HIFB A o Bk - Concord
Worldwide 7§45 & B DBS Trustee
Limited E&Royal Trust 2L AFTIR A
FZHE362,152,555 AR AR 1D Bt RS © %At
362,152,555 A fn B H162,172,933/%
FiHigh Capital#5 5 -+ 82,897,246/% i
King International 1R 1555 % & Bi & 5
BIZE31716458 - 217,082,396 FR A
FHDBS Trustee Limited £ A&Royal Trust
ZEFENFE -

5. High Capital E#45662,172,9330 8%
5+ I A ERoyal Trust 232 31T
R ARITEER0BHIFFE A ©
It + High Capital TMF48 B#EBDBS
Trustee Limited 1 &Royal Trust X5E
AFTR 52 #362,152,555 A% A% 17 B2
o 5% #362,152,555 B Bk 15 H A
62,172,933 B B3 Concord Worldwide #f
A - 82,897,246 IR E3King International
RIEE A RBBEOIE7EFE -
217,082,396 A AADBS Trustee
Limited fEA&Royal Trust Z ZFEAS
5o

6. JP Morgan Chase & Cof HESEE A F
#57 2.87,064,0000% 815 + 5 RILAIE
BB B 15 77,024,00008 8 19 &
LARRAfE AR IR & 9456 10,040,000
AR 1D -

7. Nordea 1 Sicor FE Value Fund J3 LA E 25
A A7 15580,836,0000% %7 °
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COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES OF THE LISTING RULES

The Company has complied with the Code on Corporate Governance
Practices as set out in Appendix 14 of the Listing Rules, except code provisions
A.4.2 and B.1 in respect of the rotation of Chairman of the Board and

establishment of remuneration committee.

Under the code provision A4.2,all directors appointed to fill a causal vacancy
should be subject to election by shareholders at the first general meeting
after their appointment. Under the code provision B.1, a remuneration
committee should be established to make recommendations to the board
on policy and structure of all remuneration of directors and senior

management.

CODE PROVISION A.4.2

According to Bye-law 87 of the Bye-laws of the Company, the chairman or
the managing director of the Board shall hold officer and not subject to
retirement by rotation or be taken into account in determining the number

of directors to retire in each year.

To comply with code provision A4.2 of the Code, the Board of directors will
propose relevant amendments to be made to the Bye-laws of the Company
for approval by the shareholders at the forthcoming special general meeting

or annual general meeting of the Company, whichever comes first.

CODE PROVISION B.1
The Company has not established the remuneration committee and is

currently studying the relevant method and procedure for such establishment.

EMPLOYEE INFORMATION

At 30 June, 2005, the Group has 2,689 employees of whom 2,294 are based in
Vietnam, 380 are based in the PRC, 14 are based in Taiwan and 1 is based in

Hong Kong.

The employees are remunerated based on their work performance,
professional experiences and prevailing industry practices. The Group's
employee remuneration policy and package are periodically reviewed by the
management. Apart from pension funds, discretionary bonuses and share
options are awarded to certain employees according to the assessment of

individual performance.
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Other Information «ontinueq
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COMPLIANCE OF THE MODEL CODE FOR DIRECTORS'
SHARE DEALING

All Directors have confirmed, following specific enquiry by the Company, that
they complied with the required standards set out in the Model Code for
Directors’ Share Dealing as set out in Appendix 10 to the Listing Rules

throughout the review period.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal controls
and financial reporting matters including the review of the unaudited interim
financial report for the six months ended 30 June 2005. In addition, the
condensed consolidated financial statement of the Company for the six
months ended 30 June 2005 have been reviewed by our auditors, Messrs.
PricewaterhouseCoopers and an unaudited review report was issued. The
Audit Committee comprises the three independent non-executive directors

of the Company.

SHARE OPTION SCHEMES

On 13 June 2003, the Pre-IPO Share Option Scheme and the Post-IPO Share
Option Scheme were approved by shareholders under which the Directors
of the Company may, at their discretion, offer any employee (including any
executive director) of the Company or of any of its subsidiaries. options to
subscribe for shares in the Company subject to the terms and conditions

stipulated in the two schemes.

Options to subscribe for 29,770,000 Shares had been granted to employees
on 13 June 2003 under the Pre-IPO Share Option Scheme.No further options
can be,or have been, issued under the Pre-IPO Share Option Scheme from 27

June 2003, the date of listing of the Shares on the Stock Exchange.
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Other I nfO rm atiOn (continued)

;ifﬂZEiﬂﬁl%Q

Details of the share options outstanding as at 30 June 2005 which have been AT RIBRE R ARSI ERET SRR QA
granted to the Directors of the Company under the Pre-IPO Share Option EEELY  MRZTETRAFSA=THREKRITE
Scheme are as follows: 2 FERRIESSIS
Number of options
BREHE

balance outstanding

at 1 January at 30 June

2005 exercised 2005

R-EZTEF during the R-EZTEHF exercise

Director/Employees -A—H period ~A=tA price date of grant exercise period
2 B8 53 BT i RATE TEE Rt A 768
MrYANG, Tou-Hsiung 4,500,000 - 4,500,000 HKS0.801 13 June 2003 13 June 2004 to
Gl 0.801787T —ET=F 12 June 2008
RAt=H ~ETNEAATZEE
“EEN\FARATZR
MrYANG, Chen-Wen 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
BRXEE 0.801787T TR 12 June 2008
~NAT=H “EEMERAT=ZAZE
“ZEN\FRATZH
MrYANG, Cheng 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
BIERE 08017 7T —ZT=F 12 June 2008
~NAT=H “ETMEAAT=RZE
—EEN\FARATZR
MrYANG, Kun-Hsiang 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
B L 0801#7T ZZT=F 12 June 2008
~AT=H “ZTMERATZRAZE
“TTN\FAATZA
Mr LAM, Tuan 500,000 - 500,000 HK$0.801 13 June 2003 13 June 2004 to
EEE 0.801787T TR 12 June 2008
~NAT=H “LTIMEAAT=AE

“ET\EXATZH

18,500,000 - 18,500,000
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Condensed Consolidated Balance Sheet

ERGReEERER

Asat30June 2005 R=TTRFA=1+H

Unaudited Restated
RASEX =7
As at As at

30 June 31 December
2005 2004

R-BZREFE RN_ZZTWF
ANA=+R +=—A=+—8H

Note USs$’000 Us$'000
B s FErx FE7
Non-current assets IRBEE
Property, plant and equipment Y - BB KRR 4 212,663 213,849
Land use rights TR R4 4 221 225
Intangible assets | EE 4 18,545 6,859
Held-to-maturity investments REEIRZKE 3,170 =
Prepayment to a related party TR BAE 5 ROE 16(b) 5,145 =
239,744 220,933
Current assets REBEE
Inventories T8 55,295 45,248
Trade receivables FEUE 5 8RR 5 34,455 31,104
Due from related parties FEUS R 5 IR 16(b) 28 53
Prepayments and other receivables TE IS SRR K Ho A FE IR IR 11,024 6,739
Cash and cash equivalents ReRBLERBY 20,415 33,192
121,217 116,336
Current liabilities RBEE
Trade payables FERTE SRR 7 13,990 11,107
Accruals and other payables FEAT 88 R e EAth e A~ 508 8,557 12,122
Due to related parties FEAST R IE 16(b) 666 193
Short-term bank loans EEIRITER
~Secured —BHEH 17 12,713 9374
~Unsecured — IR 29,434 23,523
Current portion of long-term liabilities REIBE 2 BEE R 8 7,818 8,235
Taxation payable FESTFRIR 437 392
73,615 64,946
Net current assets BN E E SR 47,602 51,390
Total assets less current liabilities BEERREAE 287,346 272,323
Non-current liabilities ERBEE
Long-term bank loans REFIRITE R 8 29,650 25,743
Deferred taxation IRAERR IR 12,127 12,059
Long term payable to a related party FETRRETS 2 RERFRIA 16(b) 12,277 =
Net assets BEAE 233,292 234,521
Financed by: ELWR :
Capital and reserves EARN#E
Share capital [N 6 15,228 15,228
Retained earnings REB AT
—Proposed dividends —BRERR B 3,060 6,895
~Others —HAth 215,004 212,398
Shareholders'funds BRES 233,292 234,521

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA 7



Condensed Consolidated Income Statement

s EEER

For the six months ended 30 June 2005 HZEZTZTHFXA=1+HIENEAR

Unaudited
RICEX

Six months ended 30 June
BEANA=THIANEAR

2005 2004

Note US$'000 US$'000

FfaE FEx F=T

Turnover E < 3 117,354 109,439
Cost of sales SHEM A (93,993) (72,065)
Gross profit E 23,361 37,374
Other revenues H A as 9 314 165
Selling and distribution expenses HE kD HF< (7,627) (7,742)
Administrative expenses TR (8,647) (9,813)
Net other operating income HAbE WA FRE 1,610 64
Operating profit RSk 10 9,011 20,048
Finance costs BhE AN 11 (1,844) (810)
Profit before taxation BRE A& A 7,167 19,238
Taxation IR 12 (1,494) (3,561)
Profit attributable to shareholders R FE (R &R 5,673 15,677
Dividends 85\ 14 3,060 7,705
Basic earnings per share (US cents) BAREAREF] (EAL) 13 0.37 1.04
Diluted earnings per share (US cents) ERHEERR) (GI0) 13 0.37 1.02
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Condensed Consolidated Cash Flow Statement

FAGERERER

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

Unaudited
RBEX

Six months ended 30 June
BZXA=+tHIEAEAR

2005 2004
US$'000 USS$'000
FEr F=T
Net cash generated from operating activities SIS E IR & FR 445 14,143
Net cash used in investing activities KEEHB AR FRE (19,060) (2,551)
Net cash generated from/(used in) mMEEBEE (@A)
financing activities KER & 58 5,845 (7,455)
Net (decrease)/increase in cash Be MRSEEY (R~
and cash equivalents EHFER (12,770) 4,137
Cash and cash equivalents at 1 January —A—BRReRALEEY 33,192 35,447
Effect of foreign exchange rate changes EXFHNTE 7) 5
Cash and cash equivalents at 30 June ANAZTENRERRSEEY 20,415 39,589
Analysis of balances of cash and cash equivalents:  IR& RIRSEEYREBLIN
Bank balances and cash RITRBRIRE 20,415 39,589
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Condensed Consolidated Statement Of Changes In Equity

GRS EERER

For the six months ended 30 June 2005 HZEZTZTHFXA=1+HIENEAR

Unaudited
RICER
Share Share  Exchange Merger Retained
capital premium reserve reserve earnings Total
BA  BROBE EXRE S6HEE RKREER #ast
US$'000 US$’000 US$’000 US$’000 US$'000 US$'000
FEx FEn FER FTEr FTEr FEn
At 1 January 2005 —EERF—H—H 15,228 47,358 3,628 79,994 88,313 234,521
Profit for the period ~ ZHIZEF| - - - - 5,673 5,673
Dividends RE - - - - (6,895) (6,895)
Exchange translation  [E % Z%8
differences - - (7) - - (7)
At 30 June 2005 —EERFARA=1H 15,228 47,358 3,621 79,994 87,091 233,292
Unaudited
REEZ
Share Share Exchange Merger Retained
capital premium reserve reserve earnings Total
B BhaE [EEREE SO0REE  REEF BEt
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
FET FET FET FET FET FET
At 1 January 2004 —EENF—-A—H 15,115 46,314 3,621 79,994 80,079 225,123
Profit for the period ZNERZ ) - - = = 15,677 15,677
Dividends s = = = = (8,395) (8,395)
Exchange translation ~ [EH Z=%8
differences - - 5 - - 5
At 30 June 2004 ZZETWFEAA=+THE 15115 46314 3,626 79,994 87,361 232,410
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Notes to the Condensed Consolidated Financial Information

AR S P E R EE

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

Basis of preparation and accounting policies

This unaudited condensed consolidated financial information has been
prepared in accordance with Hong Kong Accounting Standard ("HKAS")
34"Interim Financial Reporting”issued by the Hong Kong Institute of

Certified Public Accountants.

This condensed consolidated financial information should be read in

conjunction with the 2004 annual financial statements.

The accounting policies and methods of computation used in the
preparation of this condensed consolidated financial information are
consistent with those used in the annual financial statements for the
year ended 31 December 2004 except that the Group has changed
certain of its accounting policies following its adoption of new/revised
Hong Kong Financial Reporting Standards and Hong Kong Accounting
Standards (‘new HKFRS") which are effective for accounting periods

commencing on or after 1 January 2005.

This interim financial information has been prepared in accordance
with those HKFRS standards and interpretations issued and effective
as at the time of preparing this information.The HKFRS standards and
interpretations that will be applicable at 31 December 2005, including
those that will be applicable on an optional basis, are not known with

certainty at the time of preparing this interim financial information.

The changes to the Group's accounting policies and the effect of

adopting these new policies are set out in note 2 below.
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Notes to the Condensed Consolidated Financial Information «ontinueq)

AR & P BRI EE o

For the six months ended 30 June 2005 HZE=ZTZTHFXA=1+HIENEAR

Changes in accounting policies

Effect of adopting new HKFRS
The adoption of new/revised HKASs 1,2,7,8, 10, 16, 21, 23, 24,
27 and 33 did not result in substantial changes to the Group's

accounting policies. In summary:

- HKASs 1,2,7,8,10,16,23,27 and 33 had no material effect on

the Group’s policies.

- HKAS 21 had no material effect on the Group's policy. The
functional currency of each of the consolidated entities has been

re-evaluated based on the guidance to the revised standard.

- HKAS 24 has affected the identification of related parties and

some other related-party disclosures.

The adoption of revised HKAS 17 has resulted in a change in the
accounting policy relating to the reclassification of land use rights from
property, plant and equipment to operating leases. The up-front
prepayments made for land use rights are expensed in the income
statement on a straight-line basis over the period of the lease or where
there is impairment; the impairment is expensed in the income
statement. In prior years, the land use rights were accounted for at cost

less accumulated depreciation and accumulated impairment.

The adoption of HKAS 32 and 39 has resulted in the following changes:

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment. In prior years, they are carried at
cost. A provision for impairment of trade and other receivables is
established when there is objective evidence that the Group will not
be able to collect all amounts due according to the original terms of
receivables. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future
cash flows, discounted at the effective interest rate. The amount of the

provision is recognised in the income statement.

SRR Z N

RN ERMBREER 25
BRAEHIR]EER] 2 B A ST EERE, 2,
7,8,10, 16, 21, 23, 24, 27} 335k W R A 1A
SEZ SEHBCREREANRE - BERE
T

— EAEFERIE1,2,7,810,16,23,27
T335RE AL E 2 R EE AT
5,

—  BAEEHERFENREAKRE K
RIBEATE - MAGLERZ
WEE R ERBEETER 2155
FUAEHEHE -

- BASHERFEURTEWESZ
Hpl A BACRRE T 2 WEE -

RNBBSFIERIE 1 7R EBOREYE -
R Rt LB IR EH D BARK
EHEZ SFTHBERNE - L AE TR
NREBRERPREEHRIRERESN A
FI - SRNEIRBUER - ORIERNERR
PIIRFAX - RBEFE - LHERETD
ERASR R E R RTRRIESI

HNE B S ER 532 R30G5
2 .

B 5 FEMBRRRBSIIEAFERR -
BE1& R0 A BB A AR A AN FT B
R - WBEFE - ZFHRAT
BAFEIR - EEFBERRT - A%
ERBER BB YRR 2 RARHIR K2 A
HIR - AR S REMEKARBIELRIE
Bk - BB RBEREERMGARIER
ERBEZER  RERNEFRERZE
7 o BB BaRPRER

Interim Report 2005 2005 FH HiskE



Notes to the Condensed Consolidated Financial Information «ontinueq

AR S P E R EE

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

Changes in accounting policies (continued)

Effect of adopting new HKFRS (continued)

Borrowings are recognised initially at fair value, net of transaction costs
incurred. Transaction costs are incremental costs that are directly
attributable to the acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid to agents,
advisers, brokers and dealers, levies by regulatory agencies and
securities exchanges, and transfer taxes and duties. Borrowings are
subsequently stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value is
recognised in the income statement over the period of the borrowings
using the effective interest method.Borrowings were previously carried

at cost.

The adoption of HKFRS 2 has resulted in a change in the accounting
policy for share-based payments.Until 31 December 2004, the provision
of share options to employees did not result in an expense in the
income statement. Effective on 1 January 2005, the Group expenses
the cost of share options in the income statement. As a transitional
provision, the cost of share options granted after 7 November 2002
and had not yet vested on 1 January 2005 was expensed retrospectively

in the income statement of the respective periods.

The adoption of HKFRS 3, HKAS 36 and HKAS 38 results in a change in
the accounting policy for goodwill. Until 31 December 2004, goodwill

was:
= Amortised on a straight-line basis over the economic useful life;
and

- Assessed for an indication of impairment at each balance sheet

date.
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Notes to the Condensed Consolidated Financial Information «ontinueq)

AR & P BRI EE o

For the six months ended 30 June 2005 HZE=ZTZTHFXA=1+HIENEAR

2. Changes in accounting policies (continued)

Effect of adopting new HKFRS (continued)

In accordance with the provisions of HKFRS 3:

- The Group ceased amortisation of goodwill from 1 January 2005;

- Accumulated amortisation as at 31 December 2004 has been
eliminated with a corresponding decrease in the cost of

goodwill;and

- From the year ending 31 December 2005 onwards, goodwill is
tested annually for impairment, as well as when there is

indication of impairment.

All changes in the accounting policies have been made in accordance
with the transitional provisions in the respective standards, where
applicable. All standards adopted by the Group require retrospective

application other than:

- HKFRS 2-only retrospective application for all equity instruments
granted after 7 November 2002 and not vested at 1 January

2005; and

- HKFRS 3-prospectively after the adoption date.

The adoption of revised HKAS 17 resulted in:

S EER 2R E @
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RREIERI 2 BB ST ERSE 173 R
T -

As at
As at 31 December

30 June ®+=A

RAA=+8 =+—H

2005 2004

US$’000 US$'000

Fxx F=T
Decrease in property,plant and equipment  #13% « lE K& E 2w (221) (225)
Increase in land use rights b FAAE 2 1B N 221 225
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Notes to the Condensed Consolidated Financial Information «ontinueq

AR S P E R EE

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

2. Changes in accounting policies (continued)

Effect of adopting new HKFRS (continued)
The adoption of revised HKFRS 3 and HKAS 38 resulted in:

BEBER Z MU @

R E BN EREERN ZEE @

%@%&f”}nTZ?}%ﬂﬁ%iﬁ%ﬁﬂ'J%ﬁ)ﬁ&?
B EETAERE35R 2 AR AT ¢

As at 30 June

RAA=+H

2005

USs$’000

FErn

Increase in intangible assets EREE LM 184
Increase in retained earnings REBEF| 2B 184
For the six months

ended 30 June

Bz

ARA=tHLAER

2005
Decrease in administrative expenses TRRAZ 2/ (184)
Increase in earnings per share (US cents) BRREF (L) ZEm 0.012

Increase in diluted earnings per share EREERT G

(US cents) il 0.012

There was no impact on opening retained earnings at 1 January 2004

from the adoption of HKAS 17 and HKFRS 2.
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Notes to the Condensed Consolidated Financial Information «ontinueq)

AR & P BRI EE o

For the six months ended 30 June 2005 HZE=ZTZTHFXA=1+HIENEAR

3. Segment analysis 3. WD

Segment information is presented in respect of the Group's business DEBERBANEE 2 EBRIMBESESE

and geographical segments. Business segment information is chosen P EEEBHOHERHEREEZ WV

as the primary reporting format because this is more relevant to the X REAREBD AR ERNERLE R

Group in making operating and financial decisions. ISR FEREL AR

(@) Business segment @ HEKDER
The Group has been operating in one single business segment, REBBIREE X515 B4E
i.e. the manufacture and sale of fermentation-based food MHESEERRMANE - £
additives and biochemical products and cassava starch-based ERRAREBRHIXAR  BEEL
industrial products including modified starch, glucose syrup, IR  SEEEE - KB - M
MSG, soda and acid, and beverages. 1T« BR R BRAY -

(b) Geographical segments (b) HEHER
In presenting information on the basis of geographical segment, LIRS 2T E R - A TR
revenue is based on the geographical presence of customers. BEPATE AL ©

Six months ended 30 June

BEAA=THILAEAR

2005 2004
US$’000 US$'000

Fxx F=

Vietnam i 63,909 61,142
The People’s Republic of China (the “PRC”) AREE AR FLAE ([HE) 16,958 11,643
Japan =N 25,112 26,078
Taiwan =) 1,408 1,991
ASEAN countries (other than Vietnam) PR SR PSR B (DB 4 ) 6,158 4,023
Other regions H b= 3,809 4562
117,354 109,439
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Notes to the Condensed Consolidated Financial Information «ontinueq

AR S P E R EE

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

4. Capital expenditure 4, EBEAXRLH
Property,
Intangible assets plant and
BILEE equipment Land use
Goodwill  Trademark Total #1% - W& rights
BmE (G FEb REE LfERARE
US$'000 US$'000 US$'000 US$'000 US$'000

FET T TET TET TET

Opening net book value RIZTRF
as at 1 January 2005 — A —H#EGl
FEREFHE 6,859 - 6,859 213,849 225
Additions NE = 12,089 12,089 8,545 -
Reclassification from inventories FE B DA = - - 3,100 -
Disposals HE - = = ) =
Amortisation/ 374
depreciation charge neEER = (403) (403) (12,824) @)
Closing net book value RIZTREF
as at 30 June 2005 NA=THEE
FEREFHE 6,859 11,686 18,545 212,663 221
Opening net book value RZZTTMEF
as at 1 January 2004 —R—H&5i
KRREFE 838 = 838 203,000 233
Additions NE = = - 2,713 -
Disposals HE - = = (374) =
Amortisation/ e
depreciation charge heEEA (54) = (54) (11,713) )
Closing net book value RZTZMEF
as at 30 June 2004 NA=TH#&E 784 = 784 193,626 229
BEREDFE
Additions NE 6,259 = 6,259 32,010 -
Disposals & - = = (84) =
Amortisation/ e
depreciation charge HEER (184) = (184) (11,703) @)
Closing net book value RZZTMEF
as at 31 December 2004 +=A=+—H
FEEE IR A 6,859 - 6,859 213,849 225
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AR & P BRI EE o

For the six months ended 30 June 2005 HZE=ZTZTHFXA=1+HIENEAR

5. Trade receivables 5. EWEFZERX
As at
As at 31 December
30 June R+=A
RABA=1H =r—
2005 2004
US$'000 US$'000
Fxx F=
Trade receivables FEUE 5 8RR 31,048 27,053
Due from Vedan Enterprise Corporation FEUER SR ZEAR (D B BR A R
("Taiwan Vedan”) ([BERA) 50R 1,778 2,371
Due from Shanghai Vedan Foods FEW BRI R mAER AR
Company Ltd (“Shanghai Vedan Foods") (BRSNS KA 2,097 2,171
Less: provision for impairment of receivables & : FEURER TR (B B4 (468) (491)
Trade receivables — net JEN & BRI — F 34,455 31,104
The credit terms of trade receivables range from cash on delivery to FEWWE SEER ZEEERERNZE120
120 days. At 30 June 2005 and 31 December 2004, the ageing analysis R -RZEBEZRFAAA=THER=ZZZN
of the trade receivables was as follows: F+-—A=+—H  EKEZERI KK
AT
As at
As at 31 December
30 June ®+=A
RAAB=1H =r—
2005 2004
US$'000 US$'000
Fxx F=T
Current BNER 15,922 16,451
30 -90 days 30E 90K 15,536 10,935
91 - 180 days 91E180K 648 1,447
181 — 365 days 181F 365K 440 2,271
Over 365 days HBiB365K 1,909 =
34,455 31,104
The Group's trade receivables at 30 June 2005 include a receivable of R-EZRFANA=THZAEEREKZ
US$10,511,000 from one customer of the Group. This receivable is aged SEFERERAER —ZEFE 2 HIE
within 90 days at 30 June 2005.Management believes that no additional 10,511,000%7C - R=ZEZRFNA=FH
credit risk beyond the amounts provided for collection losses that are I FEUR BR X 2 BR B A00 KA o EIEEHE
inherent in the Group’s trade receivables. EHRAEE 7 EWE FERFRGEIREZ

WERRRIASY - BEEEMERIMEE AR -
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AR S P E R EE

HE_ZZTRFA=THLEREA

For the six months ended 30 June 2005

6. Share capital

6. MRA

Authorised Ordinary shares

EEEBR
Par Number
value of shares
HE RHEE
uss US$'000
ETT FET
At 31 December 2004 and RZZTWF+_A=+—HEK
at 30 June 2005 RZTZTRFASA=TH 0.01 10,000,000,000 100,000
Issue and fully paid
Ordinary shares
ERTRAREER
Par Number
value of shares
HE RHEE
uss US$'000
ETT FET
At 31 December 2004 and RZZTOF+_A=+—HEK
at 30 June 2005 R-ZZEZRFA=TH 0.01 1,522,742,000 15,228

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

—TE=FXNA+=8 AAFFBRE
RESERABRRMEBBRESA IR ERA

shareholders of the Company.

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 exceed 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 period.

Under the Pre-IPO Share Option Plan, the board of directors may at its
discretion offer options to any directors or employees of the Company
to the Group and its subsidiaries which entitled them to subscribe for
shares of the Company. On 13 June 2003, 29,770,000 share options
were granted under this Plan. These options are exercisable in
accordance with the terms of the Pre-IPO Share Option Plan
commencing on 13 June 2004 up to 12 June 2008.
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Notes to the Condensed Consolidated Financial Information «ontinueq)

AR & P BRI EE o

TTRFANA=THIEAEAR

For the six months ended 30 June 2005 #Z=

6. Share capital (continued)

Pre-IPO share options outstanding as at 30 June 2005 have the

following terms:

BN can)

RZZEBRFRA=TH - WARTTEZE
IR B A RS AR RN T

Exercise
price per Number of
share options
BRITEE BRERE
Directors - HK$0.801 18,500,000

No share options were exercised nor cancelled during the period.

7. Trade payables

The ageing analysis of trade payables is as follows:

HAPNBR R T ST SR AR -

B B 5 R

FENE SRFEBREBEATIT

As at

As at 31 December

30 June »+=A

RAA=+H =t+—H

2005 2004

US$'000 Us$'000

FEr F=T

Current BNEA 11,923 8,835
30 -90 days 30E290K 1,759 2,238
91 - 180 days 91E180K 267 =
181 — 365 days 1812365K 41 34
13,990 11,107
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AR S P E R EE

HE_ZZTRFA=THLEREA

For the six months ended 30 June 2005

8. Long-term bank loans RESRITER

As at

As at 31 December

30 June m+=A

RAA=+H =+—HR

2005 2004

USs$’000 Us$'000

FEx F=T

Long-term bank loans — secured REIRITER —HER 37,468 33,978

Current portion of long-term bank loans REIRTTE A BNEAER (9

- secured —HEH (7,818) (8,235)
29,650 25,743

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

REERRBRITERAR AT BAEE
=

As at

As at 31 December

30 June R+=A

RAB=+H =+—H

2005 2004

US$'000 USs$'000

Fxx F=T

Within one year —FR 7,818 8,235
In the second year REBE=F 9,289 8,971
In the third to fifth years RE=FFRF 20,361 16,772
37,468 33,978

9. Other revenues

HAth iz

Six months ended 30 June
BZEAA=THLEAXEA

2005 2004

USs$’000 Us$'000

FEx F=T
Net loss from sales of electricity HEE ) 2 EIEFE (85) (80)
Interest income FEUA 200 162
Sales of scrap materials BERISHE 199 83
Other revenues H e 314 165
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AR & P BRI EE o

For the six months ended 30 June 2005 HZE=ZTZTHFXA=1+HIENEAR

10. Operating profit 10. KERERR
Operating profit is arrived at after (crediting)/charging the following: B GEA) /B 58 IE :
Six months ended 30 June
BEANA=THLEAREA
2005 2004
US$'000 USs$'000
Fxx F=T
Crediting A
Vietnam tax refund with respect BRABEFERRENYREERRH
to reinvestment in prior years (1,200) -
Charging R
Cost of inventories (included FERN (BRETEER
depreciation charge RBITAKZ)
and staff costs) 93,993 72,065
Amortisation of trademark Sl s
(included in administrative expenses) GHING:G:I) 403 =
Amortisation of goodwill R
(included in administrative expenses) GHING:GI) - 54
Amortisation of land use rights 3 {55 R A 8 4 4
Depreciation on owned property, BEYX BER
plant and equipment SEiTE 12,824 11,713
Operating leases in respect of land AL REFH
and buildings TR 60 51
Loss on disposal of fixed assets HEREEERE 7 374
Net exchange losses ME 5 B985 5E 90 195
Staff costs EEKA 6,632 6,242
11. Finance costs 11. BERKA
Six months ended 30 June
BEAA=THLEAEA
2005 2004
US$'000 USs$'000
FEx F=r
Interest on bank loans and overdraft RITERREZFE 1,656 810
Amortised cost on long-term payable e B3 75 R AR RIE 2 S AR
to a related party 188 -
1,844 810
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Notes to the Condensed Consolidated Financial Information «ontinueq

AR S P E R EE

For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

12. Taxation

Taxation charged to the consolidated income statement represents:

WIN

TAEERANTIARSE

Six months ended 30 June
BEAA=tTHLEREAR

2005 2004

USs$’000 Us$'000

FEx F=T

Enterprise income tax T EEFTIF 1,426 3,068
Deferred taxation IREIE 68 493
1,494 3,561

Enterprise income tax (“EIT")

(i)

(ii)

(iii)

Vietnam

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 operation in Vietnam
range from 15% to 20%, as stipulated in the respective

subsidiaries'investment licenses.

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 rate for the Group’s operation in the PRC

ranges from 15% to 27%.

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/Hong Kong during the periods.
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Notes to the Condensed Consolidated Financial Information «ontinueq)

AR & P BRI EE o

For the six months ended 30 June 2005 HZEZTZTHFXA=1+HIENEAR

13.

Earnings per share

Basic earnings per share is calculated by dividing the profit attributable
to equity holders of the Company by the number of ordinary shares in

issue during the period (note 6).

The calculation of basic earnings per share is based on the Group's
profit attributable to shareholders of US$5,673,000 (2004:
US$15,677,000). The basic earnings per share for the six months ended
30 June 2005 is based on 1,522,742,000 (2004: 1,511,472,000) ordinary

shares in issue during the period.

Diluted earnings per share is calculated adjusting the number of
ordinary shares outstanding to assume conversion of all share options.
A calculation is done to determine the number of shares that could
have been acquired at fair value (determined as the average annual
market share price of the Company’s shares) based on the monetary
value of the subscription rights attached to outstanding share options.
The number of shares calculated as above is compared with the
number of shares that would have been issued assuming the exercise

of the pre-IPO share options.

The calculation of diluted earnings per share is based on the Group's
profit attributable to shareholders of US$5,673,000 (2004:
USS$15,677,000).The diluted earnings per share for the six months ended
30 June 2005 is based on the number of ordinary shares of
1,530,659,231(2004: 1,541,242,000) which is the 1,522,742,000 (2004:
1,511,472,000) ordinary shares in issues plus the number of ordinary
shares deemed to be issued at no consideration as if all outstanding

pre-IPO share options had been exercised.

13.

BREF

BRERBIIZANRRIRAREARGR
FMERAMAE BT E BB (te)st
&

BRENEF 2 EUAREBBRRELE
F1I5,673,0003 7T (ZZ U4 : 15,677,0003
L) REE - HEZTTAFAA=THIE
NERZ BRERZF AN E 1T
T EAR1,522,742,0000% (ZTE 4 :
1,511,472,0008%) B4 o

BREE R TRREUR A B AET
PRETEBRBEFE - MAHEE
ZETERRER AT BRENE 2R
FEIEEE  ZRATECARRERGD 2T
FEMSERE]BAZBNEE - RIE
EiEtE R B8 B BERRITEER
NFEERABREMETZRNEKE L

BRESERRN 2 St EUREBRRELR
15,673,000 7T (ZZZMU4F : 15,677,000
T REE - HETTAFAA=THIE
NEAZzERBERT AL BREE
1,530,659,231 /% (ZZ U4 : 1,541,242,000
i) REEE - L ARHENBERTE
E1,522,742,000 (ZEZMEF

1,511,472,0000%) h0_EBREREATEFTA MR
Tz 8RR ARERRIBRIEMRE BUE
REBGTETZLBREE -
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For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

14. Dividends

14. KA

Six months ended 30 June

BESA=THIEAEAR

2005 2004
US$’000 Us$'000
FER FEx
2004 Final dividend of 0.453 US cents ENZZTFRAKRE
(2003:0.555 US cents) AR mAR0.4535 11l 6,895 8,395
per ordinary share, paid (ZFZ=F : 055531l
2005 Interim dividend of 0.201 US cents BRLN _EERAFTHHRE
(2004:0.506 US cents) BA%E mA%0.201 311l
per ordinary share, proposed (ZZEZMEF : 0.506511L) 3,060 7,705
9,955 16,100
15. 74
15 Commitments R
(@ BEREE
(@) Capital commitments
As at As at
30 June 31 December
i n
AA=+HA +=—A=+—H
2005 2004
US$'000 Uss$'000
TER FET
Contracted but not provided for: BRI 4B R
— Property, plant and equipment —W% - BB RERE 5,010 2,706
— Acquisition of land use rights from  — Wi E/8RS R M
Shanghai Vedan Foods B iR AR A
(note 16(b)(ii)) (FF=E16(0)(i)) 4,555 10,149
— Acquisition of trademarks from — MR T ERNDERAR
Tung Hai Fermentation Industrial (I8 RaERT
Co Ltd (‘Tung Hai") and W B A
Taiwan Vedan (note 16(a)(ii)) (FsE16()(iN) - 15,303
Authorised but not contracted for: EHLEBRETEY -
— Property, plant and equipment o /JE B 20,979 35,130
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For the six months ended 30 June 2005 HZEZTZTHFXA=1+HIENEAR

15 Commitments (continued)

(b)

(©)

Lease commitments

The Group had future aggregate minimum lease payments in

15 EEw

(b) FEKEE
REERE L RAET ORI R

respect of land and buildings under non-cancellable operating TR AT 22 PR 2R 2 T A B (K AR
leases as follows: REIEBTNT
As at As at
30 June 31 December
i S
A~A=tHA +=ZA=+—H
2005 2004
US$'000 USS$'000
FEx FET
Not later than one year E—FR 101 101
Later than one year and not FEZFRFR
later than five years 404 404
Later than five years ERFIER 2,913 2,961
3,418 3,466
Other commitments (0 HtEE

(0]

On 22 June 2005, the Group has entered into an
Acquisition Agreement with Gia Lai Export Agricultural
Product Foodstuff Co., Bangna Steel Works Ltd., Sin Thai
Import-Export Co., Ltd. and Taiwan Vedan pursuant to
which the Group will acquire 100% of the entire issued
share capital of Ve-Thai Tapioca-Starch Co,, Ltd (“Ve-Thai").
The Group will pay US$3.3 million subject to the fulfilment
of the conditions precedent to the Acquisition

Agreement.

As at 30 June 2005, the Group has letters of credit facilities
in place with banks which are irrevocable amounted to
approximately US$8.3 million (31 December 2004:US$8.3
million). These mainly relate to commitments of a
subsidiary to purchase raw materials which are fall due

within 12 months.

(0]

R-ZEZERFA-—+-H
AEBEBEGIa Lai

Agricultural Product Foodstuff

Export

Co. * Bangna Steel Works Ltd. *
Sin Thai Import-Export Co., Ltd.
RAERNRI R - &
bt ANEEHWEVe-Thai
Tapioca-Starch Co., Ltd ([Ve-
Thail) 2382 B2ATAARZ 100%
T - ERITH B S 2 R
BET  NEEK M
3,300,0005 7T ©

RZZETRFAA=1TH &
SEEHEBTAIHEERIT{EAE
B4 ERA18,300,000E (= F
ZME+-—_F=+—8 :
8300,000357T) ° WEEREE
BB ARBERMELZ
EEERE - L1 2EARE
Hf o
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For the six months ended 30 June 2005 HZE=TZTRFA=+HIE@EA

16 Related party transactions

16. BEARS

(@  Significant related party transactions, which were carried out in @ EAREEBEEGT RS ET
the normal course of the Group's business are as follows: HEAR ST :
Six months ended 30 June
BZAA=THLAER
2005 2004
Note US$'000 US$'000
{3 FEn FET
Sale of goods to M TAARHEER i)
— Taiwan Vedan — BIEKRS 4,254 4,533
— Shanghai Vedan Foods - DERARS - 3464
Trademark license fee paid to Tung Hai B8 S i2sr o] & (ii) 289 926
Technological support fee paid to IV SRV EN =S -]
Taiwan Vedan and Tung Hai BTz &2 (ii) 1,292 682
Commission from Taiwan Vedan in HREHRZERE S E
connectionwith the Agency Agreement KARAE (ii) 57 81
Assignment of trademarks from REREERTE
Tung Hai and Taiwan Vedan PR (iif) 12,089 =
Note: Fi5E
(i) In the opinion of the directors of the Company, sales to related 0} RNAREZRRREESHEER

parties were conducted in the ordinary course of business at
prices and terms no less 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 normal course of business and the fees
are charged in accordance with the terms of the underlying

agreements.

(iii) On 13 June 2003, the Company entered into a trademark
assignment agreement (the “Trademark Assignment
Agreement”) with Taiwan Vedan and Tung Hai, pursuant to which
each of Taiwan Vedan and Tung Hai has agreed to assign to the
Company absolutely all its entire right, title and interest in and
to the trademarks registered in the name of Taiwan Vedan and
Tung Hai in Vietnam, the PRC and certain ASEAN countries.

During the period, the transfer of the titles and registrations of
these trademarks had been substantially completed and accordingly,
these trademarks were recognised as intangible assets.
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For the six months ended 30 June 2005 HZEZTZTHFXA=1+HIENEAR

16. BERFRZ @

BAET Z &8k
R-ZTREANA=TH  £5H

16 Related party transactions (continued)

(b) Balances with related parties (b)
As at 30 June 2005, the Group had the following significant

balances with related parties:

HEIET BIA T EREER

As at As at
30 June 31 December
b "
AA=+H +=-A=1+—H
2005 2004
Note US$'000 US$'000
k3 FEx F=T
Current: BNAS
Trade receivables from FEYRRE T
related parties (note 5): B SRR (I7E5) - 0]
— Shanghai Vedan Foods — EERNRE 2,097 2,171
—Taiwan Vedan — AERST 1,778 2,371
3,875 4,542
Due from related parties FEU BRsE 75 5RIE 0]
— Bosen Trading Limited —Bosen Trading Limited - 10
- Taiwan Vedan — 8RS 28 43
28 53
Due to related parties JFE BT 5IE 0]
—Taiwan Vedan — 8EIR ST (467) (29)
~Tung Hai — R (199) (164)
(666) (193)
Non-current: FERNER -
Prepayment made to Shanghai Vedan — BLES:E -t {F F#E REF
Foods for assignment of land M 8RR mIER
use rights and buildings A (ii) 5,145 -
Due to Taiwan Vedan and Tung Hai PLES R RIZ R 2 RS
in connection with assignment S EVisd e
of trademarks (iif) (12,277) -
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HE_ZZTRFA=THLEREA

For the six months ended 30 June 2005

16 Related party transactions (continued)

(b)

Balances with related parties (continued)

Note:

(ii)

(i)

(iv)

All current balances with related parties are unsecured, interest-
free and repayable on demand except for the trade balances
with Shanghai Vedan Foods and Taiwan Vedan which are
repayable within their trade credit terms.

The amount represented a prepayment made to Shanghai Vedan
Foods for certain land and buildings for a total cash consideration
of approximately US$9.7 million, in connection with the
Immovable Properties Acquisition Agreement dated 6 May 2004.
As at 30 June 2005, the aforesaid agreement has not yet been
completed.

The amount represented payable to Taiwan Vedan and Tung Hai
for assignment of certain trademarks. It is payable by seven equal
annual instalments commencing in December 2006. Details of
which are set out in Note 16(a)(iii).

On 22 June 2005, the Group has entered into an Acquisition
Agreement to acquire the entire equity interest in Ve-Thai, in
which Vedan Taiwan has 30% equity interest. As at 30 June 2005,
the acquisition has not yet completed. Refer to Note 15(c)(i) for
details of the commitment.

17 Banking facilities

The Group's bank borrowings of US$50,181,000 as at 30 June 2005 (31
December 2004: US$43,352,000) were secured by legal charges over

certain of the Group's fixed assets with net book value of approximately

US$83,985,000 (31 December 2004: USS$112,418,000).
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Auditors' Independent Review Report

BBV B L FR RS

INDEPENDENT REVIEW REPORT
TO THE BOARD OF DIRECTORS OF
VEDAN INTERNATIONAL (HOLDINGS) LIMITED

(incorporated in the Cayman Islands with limited liability)

Introduction
We have been instructed by the company to review the interim financial report
set out on pages 36 to 58.

Respective responsibilities of directors and auditors

The Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited require the preparation of an interim financial report to be in
compliance with HKAS 34 “Interim financial reporting”issued by the Hong
Kong Institute of Certified Public Accountants and the relevant provisions
thereof. The interim financial report is the responsibility of, and has been
approved by, the directors.

[tis our responsibility to form an independent conclusion, based on our review,
on the interim financial report and to report our conclusion solely to you,as a
body, in accordance with our agreed terms of engagement and for no other
purpose.We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Review work performed

We conducted our review in accordance with SAS 700“Engagements to review
interim financial reports”issued by the Hong Kong Institute of Certified Public
Accountants. A review consists principally of making enquiries of group
management and applying analytical procedures to the interim financial
report and based thereon, assessing whether the accounting policies and
presentation have been consistently applied unless otherwise disclosed. A
review excludes audit procedures such as tests of controls and verification of
assets, liabilities and transactions. It is substantially less in scope than an audit
and therefore provides a lower level of assurance than an audit. Accordingly
we do not express an audit opinion on the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim
financial report for the six months ended 30 June 2005.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 30 August 2005
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Notice of Payment of Interim Dividend, 2005

KE_ZZRFERHRE2ES

INTERIM DIVIDEND AND CLOSE OF REGISTER FHIRERBLEBFR
The Board of Directors has resolved to declare an interim dividend of 0.201 EREFATREE_STERF T+ _A=1+—H
US cents (1.567 HK cents) per share for the year ending 31 December 2005. IEFEFRR0.20134L (1.5677811) 2 R EIRL S -

The share register will be closed from 7 October to 13 October 2005, both BBPECLERR_EERFETALAE

days inclusive, during which period no transfer of shares will be registered. THFE+AT=H (BRMAXBEEN) %ﬂ??jﬁf@
Dividend warrants will be dispatched to shareholders on or about 20 October WPERTFE REEKN_ZTRFE+A=+

2005.In order to qualify for the interim dividend,all properly completed transfer Hekfe s TR - AERERPERE - I8
forms accompanied by the relevant share certificates must be lodged with HEZMBPRIEGERGHEREREN_ZTZ ﬂi‘f’

the Company’s Hong Kong Branch Register, Tengis Limited on Ground Floor, R7<H —FtFEHn*:‘f'ﬂ ARERBEFELITE
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong 565R R ERTTEER LT - ARARZIRMD MBS
Kong not later than 4:30 p.m.on 6 October 2005. BREEE \E‘Eﬂﬁﬁ{ﬁﬁﬁ RHBERPEFE -
By Order of the Board AEFEm

Lo Chi Man NEE

Company Secretary BEX

Hong Kong, 30 August 2005 5% —EERFNA=TH

Vedan International (Holdings) Limited Bk FHEIFE (G2AR) BFRA T
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