Notes to the Condensed Consolidated Financial Information
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

Vedan International (Holdings) Limited

PR S B E R

General information

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

and several European countries.

The Company was incorporated in the Cayman Islands with limited
liability.

The Company’s shares are listed on The Stock Exchange of Hong

Kong Limited.

This condensed consolidated interim financial information was

approved for issue on 29 August 2006,

Basis of preparation

This condensed consolidated interim financial information for the
six months ended 30 June 2006 has been prepared in accordance
with HKAS 34 “Interim financial reporting”. The interim condensed
financial report should be read in conjunction with the annual financial

statements for the year ended 31 December 2005.

Accounting policies

The accounting policies adopted are consistent with those of the

annual financial statements for the year ended 31 December 2005.

The following new standards, amendments to standards and
interpretations are mandatory for annual periods beginning on or
after 1 January 2006.

- Amendment to HKAS 19, "Actuarial gains and losses, group

plans and disclosures”
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Accounting policies (continued)

Amendment to HKAS 39, Amendment to “The fair value

option”

Amendment to HKAS 21, Amendment “Net investment in a

foreign operation”
Amendment to HKAS 39, Amendment “Cash flow hedge

accounting of forecast intragroup transactions”

Amendment to IAS/HKAS 39 and IFRS/HKFRS 4,

Amendment “Financial guarantee contracts”

HKFRS 6, “Exploration for and evaluation of mineral resources’

HK(IFRIC)-Int 4, “Determining whether an arrangement

contains a lease”

IFRIC/HK(IFRIC)-Int 5, “Rights to interests arising from
decommissioning, restoration and environmental rehabilitation

funds”

IFRIC/HK(FRIC)-Int 6, “Liabilities arising from participating in

a specific market — waste electrical and electronic equipment”

The adoption of the above new standards, amendments to standards

and interpretation have had no significant impact to the accounting

policies of the Group.
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

4. Segment analysis 4.  SERHH
Segment information is presented in respect of the Group’s business DEERHEAEE 2 £ MBS
and geographical segments. Business segment information is | o L&%%"ﬁﬁéﬂf’ﬁﬁigiiﬁﬁé
chosen as the primary reporting format because this is more relevant X REREBHHPEREAEBLE &
to the Group in making operating and financial decisions. HISARBER AR -
(a) Business segment (@) EBHIW
The Group has been operating in one single business AEBZIEEE %5 B4EE
segment, i.e. the manufacture and sale of fermentation-based MEESESRERSAMNE - £
food additives and biochemical products and cassava starch- EmMARZBRMTERM  B2EN
based industrial products including modified starch, glucose MR - BEEESE - KIS &
syrup, MSG, soda and acid, and beverages. 1T - PR R ARAL o
(b) Geographical segment (b) HIESER
In presenting information on the basis of geographical LIRS LRI ERIE - A TR
segment, revenue is based on the geographical presence of BEPAEH AL
customers.
Six months ended
HELATHELEAEAR
30 June 30 June
NA=1H NAZTH
2006 2005
US$000 US$000
F=ET FET
Vietham fifea) 74,765 63,909
The PRC B 20,203 16,958
Japan SN 28,107 25,112
Taiwan B 3,380 1,408
ASEAN countries (other than Vietnam) 373 25 BB B8 (NE 3E# ) 12,564 6,158
Other regions H A 2,454 3,809
141,473 117,354

Vedan Interational (Holdings) Limited B FHEIER (#22A%) B[R A Al
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SECE S

I 5y = 7

Capital expenditure

Property,
Intangible assets plant and
B EE equipment Land use
Goodwil  Trademark Total  #1% - E&E rights
BHE [EE k] B AR
US$000 Us$'000 US$000 US$'000 US$000
FET FET TET FTET FET
Six months ended 30 June 2005 HEZE_—FEHE
ANAZ+HLEAEAR
Opening net book valueasat R_ZEFHF—F—H
1 January 2005 B ER R A 6,859 - 6,859 213,849 225
Additions RE - 12,089 12,089 8,045 -
Reclassification from inventories ~ FEE#H D - - - 3,100 -
Disposals HE - - - (7 -
Amortisation and depreciation BELITEER
charge - (403) (403) (12,824) (4)
Closing net book value R_FERE
as at 30 June 2005 ~A=+H
B EA R BR AR A 6,859 11,686 18,545 212,663 221
Six months ended 30 June 2006 HE_FFRF
AA=+HLEARMER
Opening net book value as at RIEERE
1 January 2006 —A—H
RO HA AR R E 8,169 11,082 19,241 216,187 5,583
Additions NE - - - 18,077 543
Disposals HE - - - (19) -
Exchange translation difference Rt 58 - 58 177 51
Amortisation and depreciation BERINEER
charge - (605) (605) (13,268) (71)
Closing net book value RIFEARE
as at 30 June 2006 ~A=+H
RYHI R R R E 8,217 10,477 18,694 221,154 6,106

Vedan International (Holdings) Limited Bk BIER (12A%) B R A &)
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

6. Trade receivables 6. [EWE SR
As at
As at 31 December
30 June w+=A
WANA=1H =t+—H
2006 2005
US$000 US$000
S FEx
Trade receivables JEURE SRR 34,962 33,542
Due from related parties (note 18(b)) e A BEE A £ R0E (FFEE18(0) 483 2,087
35,445 35,829

S 5 R 2 2 B R S BB 120
X - R-BETAFAASTARPEE

The credit terms of trade receivables range from cash on delivery to
120 days. At 30 June 2006 and 31 December 2005, the ageing

analysis of the trade receivables was as follows: FHA=1—0 BUREIERZER
DT -

As at
As at 31 December
30 June »+=A
RNA=+H =+—H
2006 2005
US$000 US$000
TET TET
Current BN &R 19,315 23,063
30 - 90 days 30290k 15,622 11,760
91 - 180 days 91E180K 325 305
181 — 365 days 181E365K 183 60
Over 365 days HBEE65K - 641
35,445 35,829

The Group’s trade receivables at 30 June 2006 include a receivable
of US$9,806,000 (31 December 2005: US$ 10,758,000) from one

customer of the Group. This receivable is aged within 90 days at 30

June 2006. Management believes that no additional credit risk

beyond the amounts provided for collection losses that are inherent

in the Group’s trade receivables.

Vedan International (Holdings) Limited
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For the six months ended 30 June 2006 #HZE—ZZFRXA=+HI~EA

Share capital BE
Authorised Ordinary shares
VETE TR
Par Number
value of shares
HE f& 1888
US$ US$000
EV F=
At 31 Decembber 2005 and RZZEERF+-_A=+—8K
at 30 June 2006 RZZEERFA=1H 0.01 10,000,000,000 100,000
Issue and fully paid
Ordinary shares
BEIT AR T B
Par Number
value of shares
HE (EgnE4=
US$ US$000
EV F=
At 31 December 2005 and RZZEERF+-_A=+—8K
at 30 June 2006 RZZBEBRFARA=1TH 0.01  1,622,742,000 15,228
On 13 June 2008, a share option scheme and a Pre-IPO Share —EE=FXA+T=H  ARRFERRE

Option Plan were approved pursuant to a written resolution of all the
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 exceeding 10% of the shares in issue from
time to time. These options have a duration of ten years from the date
of grant, but shall lapse where the grantee ceases to be employed by
the company or its subsidiaries. No share options were granted by
the Company under the share option scheme during the 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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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

B
R-ZZXRFRA=1TH " MERTEZE

7. Share capital (continued) 7.

Pre-IPO share options outstanding as at 30 June 2006 have the

following terms:

RAFIERBIRBARE ST

Exercise

price per Number of

share options

BRITEE fERREEL B

Directors 4 HK$0.801 18,000,000
0.801%7T

500,000 share options were cancelled while no share options were

BRI B 5 85500,00017 B B 4 M 48 £ RS A%

exercised during the period. LT -
Trade payables FETE SR

The ageing analysis of trade payables is as follows:

FEN B ZIRRHBRE DA T

As at

As at 31 December

30 June W+=A

RANA=+H =+—H

2006 2005

US$000 US$000

TET TET

Current BNEA 9,938 18,161
30 - 90 days 30&90K 3,442 359
91 - 180 days 91E180K 3 -
181 — 365 days 181&365K 2 -
13,385 18,520

Vedan International (Holdings) Limited
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For the six months ended 30 June 2006 #HZE—ZZFRXA=+HI~EA

9. Long-term bank loans 9. RHEIRITER

As at

As at 31 December

30 June W+=A

WNA=+H =—+—H

2006 2005

US$'000 US$'000

TEx FET

Long-term bank loans — secured RERITER —GEH 37,143 38,052
Current portion of long-term bank loans RESRITE XA BN SR (5 (10,227) (8,346)
26,916 29,706

The Group's long-term bank loans were repayable as follows: AREEBHRBPRITERAN AT EEE
=

As at

As at 31 December

30 June W+=A

WNA=+H =—+—H

2006 2005

US$'000 US$'000

FET FET

Within one year —FNR 10,227 8,346
In the second year REZF 10,834 10,465
In the third to fifth years RE=ZFRHF 16,082 19,241
37,143 38,052

Vedan International (Holdings) Limited Bk BIER (12A%) B R A &)
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

10. Other gains - net

10. Hiblss — %38

Six months ended

HEATAHIENEA
30 June 30 June
NA=1H NA=1H
2006 2005
US$000 US$000
F= F=T
Net loss from sales of electricity HESHZEBFHE (5) (85)
Sales of scrap materials EERLEHE 192 199
Vietnam tax refund with respect to BAFERBREESZ
reinvestment in prior years ERT = 1,200
Loss on disposal of property, plant HEME - HEK
and equipment BAEEE (19) )
Net exchange gains/(losses) TRIE s (E518) 43 (90)
Others Hith 354 507
565 1,724
11. Operating profit 11. HZEF
Operating profit is arrived at after charging the following: L BT E R T 5 SR
Six months ended
HELATHELEAEAR
30 June 30 June
NA=1H NAZTH
2006 2005
US$000 US$000
F=ET FET
Cost of inventories (include depreciation GFERA (BIEITEER K
charge and staff costs) BTIARAK) 114,885 93,993
Amortisation of trademark PR
(included in administrative expenses) (BEt ATTHRX) 605 403
Amortisation of land use rights b PR A8 71 4
Depreciation on property, plant W -~ WE &
and equipment REIE 13,268 12,824
Operating leases in respect of land BT RIEFH
and buildings LETEA 60 60
Staff costs B IR 7,379 6,632

Vedan International (Holdings) Limited

PRAHEIRR (PERR) AR A 7]
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=121 AN
SRR
12. Finance costs - net 12. BIERE —FE
Six months ended
HEUATHELERMEA
30 June 30 June
NA=1+H ~NA=1H
2006 2005
US$000 US$'000
F=T F=x
Interest on bank loans and overdraft RITEFR BT E 2,675 1,656
Amortised cost on long-term payable FENEER REIFIEZ
to a related party S SE P AN 283 188
Interest income FEWA (269) (200)
2,689 1,644
13. Income tax expense 13. FifsBif%

Income tax expense charged to the consolidated income statement

represents:

FEBERANMERAX e

Six months ended

HEUATHHLEAEA
30 June 30 June
NA=1H NA=1H
2006 2005
US$000 US$'000
FET FET
Enterprise income tax EMSH 1,932 1,426
Deferred income tax EIEFTSHE (141) 68
1,791 1,494

(i) Vietnam

Enterprise income tax (“EIT") is provided on the basis of the

statutory profit for financial reporting purposes, adjusted for

income and expenses items which are not assessable or

deductible for income tax purposes. The applicable EIT rates

for the Group’s operation in Vietnam range from 10% to 25%,

as stipulated in the respective subsidiaries’ investment

licenses.

@iy #ME

EMEH ([EMSH]) R
RmEEEATEBE - BRAEH
B AR B S AT R B U S TR B
VEHTAR - AEBETEMmE R ETEE
BEEMSRENTI0%E25%2
- M BA RS ARIRE T F
FTA&7E °

Vedan International (Holdings) Limited Bk BIER (12A%) B R A &)



Notes to the Condensed Consolidated Financial Information continueq)

RS I E R T =

For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

13. Income tax expense (continued) 13. P8R @
(i) The PRC iy HE
EIT is provided on the basis of the statutory profit for financial RS HIRT R RAET A
reporting purposes, adjusted for income and expenses items B BRRPTIS A BARBI ST
which are not assessable or deductible for income tax AR B B SR - K&
purposes. The applicable EIT rates for the Group’s operation BB EFREEEMEHE
in the PRC range from 15% to 27%. NF16%E27%2 8
Mao Tai Foods (Xiamen) Co, Ltd, Shanghai Viedan Enterprise EREm(EFM) BRAR - &K
Co., Ltd and Shandong Vedan Snowflake Enterprise Co., FE¥xERAFLIRKSSEE
Ltd (“Shandong Snowflake”) are entitled to full exemption from E¥BRAR ([UERSTE)) fFEHEHEFT
EIT for the first two years and 50% reduction EIT for the next BRAFEHEE 2 KRBTSR -
three years, commencing from the first profitable year after AEERNFERBIZMFEEH
offsetting all unexpired tax losses carried forward from the MerEMGHEEERER=(EF
previous years. These entities have not triggered its first ERZ50% 2 BRIFEMEH © %
profitable year for the above EIT exemption and reduction SEBEAS LA EMERR R
puUrposes. BRESHEERTFE -
(i) Singapore/Hong Kong (i) FHong S EE
No Singapore/Hong Kong profits tax has been provided as FR A 7N ER B P ZN HA /O 37 B A 3T D3R
the Group had no estimated assessable profit arising in or S BB ES G ERRA
derived from Singapore/Hong Kong during the periods. - B EIER NGB ST
1STIRAE o
14. Earnings per share 14. BEREF
Six months ended
HETFBELEAEAR
30 June 30 June
NA=1H NAZ1H
2006 2005
US cents US cents
per share per share
B AR
Earnings per share for profit attributable to ~ ANA BIAXH#ERE B A FE(L
equity holders of the Company FREF
- Basic — &K 0.40 0.37
— Diluted —#y 0.40 0.37

Vedan Interational (Holdings) Limited B FHEIER (#22A%) B[R A Al
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For the six months ended 30 June 2006  #Z= NENRA=THIEAEAR
15. Dividends 15. BB
Six months ended
HETYHHEARMEAR
30 June 30 June
NA=1H NA=1H
2006 2005
US$'000 US$'000
FET FET
2005 Final dividend of 0.112 US cents ENZZETREREARE
(2004: Final dividend 0.453 US cents) TR BARO0.1123AL
per ordinary share, paid (ZZEZWNF - RERB.0.453%1) 1,708 6,895
2006 Interim dividend of 0.200 US cents ~ BRIRN T NFHHKE
(2005; Interim dividend 0.201 US cents) BFR% 3R A0, 200311l
per ordinary share, proposed (ZZZRF - FHIARE0.2013E) 3,026 3,060
4,734 9,955
16. Capital commitments 16. BAEKIE
As at
As at 31 December
30 June W+=A
RNA=+H =—+—H
2006 2005
US$'000 US$'000
FZET FET
Contracted but not provided for; BETABERELE
— Property, plant and equipment —WE - BERE 2,362 12,836
Authorised but not contracted for: BHLEBRETL
— Property, plant and equipment — W% - BB KR 16,972 34,751

46
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

17. Contingent liabilities 17. SHABE

As at 30 June 2006, the Company has given corporate guarantees

to its subsidiaries for banking facilities amounting to
US$171,000,000 (31 December 2005: US$93,000,000).

HE-_ZZREXA=Z1+H  ARQFHA
2171,000,000F T (ZEETRF+=-A=
+—H : 93,000,000%7T) Z FITREE AH
N e e b P

18. Related party transactions FREH RS
(@  Significant related party transactions, which were carried out (@ HEAEEHBEFPUERGESET
in the normal course of the Group’s business, are as follows: HERZ ST :
Six months ended
HETFBELEANEAR
30 June 2006 30 June 2005
ZTERF ZTERF
NA=1H NA=1H
Note US$000 Us$0oo
B s F=r FET
Sale of goods to Vedan MRS ERDER AT
Enterprise Corporation ([BEKRY]) HEmm
(“Taiwan Vedan”) (i) 2,200 4,254
Trademark license fee paid to BENI = RES )
Tung Hai Fermentation BREAT([EAE])
Industrial Co. Ltd (‘Tung Hal") AR A B (i) - 289
Technological support fee R A ERM MG
paid to Talwan Vedan B i&Z &
and Tung Hali (ii) 1,299 1,292
Technological support fee IER & R T2
received from Taiwan Vedan Ktk g (i) 20 -
Commission from Taiwan TR A R & &
Vedan in connection with WHIEE
the Agency Agreement (i) 31 57
Assignment of trademarks from B8 K& & &K HY
Tung Hai and Taiwan Vedan PR R (i) - 12,089

Vedan International (Holdings) Limited

PRAHEIRR (PERR) AR A 7]
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For the six months ended 30 June 2006 #HZE—ZZ X FRA=+HIR

n\l-_l_\

B HEER M

18. Related party transactions (continued)

(@)

(continued)

Notes:

(i)

(i)

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

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.

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.

In 2005, the transfer of the titles and registrations of these

trademarks was substantially completed and accordingly,

these trademarks were recognised as intangible assets.

@A
18. BEBX S @
@ (@&

(i)

i

ARREERRABETIHELER
BEBTET - BERRERTE
NAREEEEME=TTEFZ P
S RET S B RS

ARREERRZERHEARE
EHPETT - W RRBAERIHRAE
HUE

RZZEZ=FA+=H A2
A VER ST R — Tﬁ?ﬁﬁiﬁi}
ﬁ%Tﬁ%aﬁa [PiSeE R E]) © it
ABKARFESERBRARAT
RSN AERETRE
BIK A & VRS S 308 2 B iEa

2R RN - AR LA

R-ZFZTRF  WEREZMERE
HEMEMFES Ak - 1%
AREAMCERRELEE -

Vedan International (Holdings) Limited Bk BIER (12A%) B R A &)
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For the six months ended 30 June 2006 BZE—ZZ R FA=F+HIEA

18. Related party transactions (continued)

18. BEAXS®

(b) Balances with related parties (o) FAERZHEHR
As at 30 June 2008, the Group had the following significant RZZZRFRA=TH  F£5E
balances with related parties: MEFE S B TERGER -
As at
As at 31 December
30 June R+=A
BAA=1H = =
2006 2005
Note US$'000 US$000
BisE FT=r F=n
Current: BRE -
Trade receivables from e REE T
related parties (note 6): 2 S5 (fisEe) 0]
— Shanghai Vedan Foods - EERARM
Company Limited BRARF
("Shanghai Vedan Foods’) ([HBRARMA]) - 633
— Taiwan Vedan — BERM 483 1,654
483 2,287
Current: BNH -
— Technological support fee —ENRERARREE
payable to Taiwan Vedan RS IRE
and Tung Hai 0] 1,329 274
— Current portion of the amount -ENEERNRES
due to Talwan Vedan and EREENR
Tung Hai in connection with 2B AEE
assignment of trademarks (il 2,145 -
3,474 274
Non-current portion of the B &SRS REE
amount due to Taiwan Vedan BREEEE
and Tung Hai in connection 2 B2 IEANEER D
with assignment of trademarks (if) 10,698 12,560

Vedan International (Holdings) Limited

PRAHEIRR (PERR) AR A 7]

49



50

Notes to the Condensed Consolidated Financial Information continueq)

/\-I-\-

For the six months ended 30 June 2006 #HZE—ZZ X FRA=+HIR

JEpetes

B HEER M

18. Related party transactions (continued)

(b)

Balances with related parties (continued)

Notes:

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 were
repayable within their trade credit terms.

The amount represented the fair value of payable to Taiwan
Vedan and Tung Hai for assignment of certain trademarks under
the Trademark Assignment Agreement (note 18 (a)(iii)). It is
payable by seven equal annual instalments commencing on
1 January 2007. The face amount is US$15,014,000 and is
discounted to fair value using a rate based on the borrowing
rate of 4.7% per annum at the date of assignment of the
trademarks.

19. Banking facilities

The Group'’s bank borrowings of US$93,426,000 as at 30 June
2006 (31 December 2005: US$79,653,000) were secured by:

legal charges over certain of the Group's property, plant and

equipment with net book value of approximately
US$41,066,000 (31 December 2005: US$50,341,000).

corporate guarantee provided by the Company.
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