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Financial Highlights

MR E

Unaudited Unaudited
Six months ended Six months ended
30 June 2006 30 June 2005
HEZZZRF HE_TTHE
ANA=+THIE ~A=+HI Change
7~ ME A 7~ A #aE)
Us$’000 US$'000
F=T FET
Results ¥+
Turnover EHEE 141,473 117,354 20.6%
Profit before taxation BrE A& F) 7,886 7,167 10.0%
Profit attributable to shareholders PR ER FE1R B 6,051 5,673 6.7%
Basic earnings per share (US cents) BREARBF (EM) 0.40 0.37 8.1%
Diluted earnings per share (US cents) SR EEEZRF] (Fl) 0.40 0.37
Interim dividend declared per share EERERF KRS
(US cents) (=) 0.200 0.201
(HK cents) (B 1.560 1.567
TURNOVER Z## NET PROFIT 457
6 months ended 30 June 6 months ended 30 June
HEZNA=1HINEA HENA=1HIANEA
141,473 6,051
117,354 5,673
109,439 15,677
in US$'000 in US$'000
T TR

TURNOVER BY PRODUCTS
RERDEIEXHE

6 months ended 30 June 2006
HE—ZTTNFNA=FHILNEA

MSG bk 45 68.1%
Others EAth 8%
Cassava starch

based products

RERMER 6.1%
Lysine BBEEE  6.5%
CA A&l 11.3%

TURNOVER BY GEOGRAPHIC LOCATION
RESREEXE

6 months ended 30 June 2006
BE—TENFNA=FHIENEA

Vietnam #F8  52.8%
Other regions

FL A 3 = 4.1%
ASEAN countries
REER 8.9%
PRC 14.3%
Japan BZA 19.9%
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Corporate Information (ontinued)
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Vietnam Office:
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Tel: (84) 61-3825 111
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18, Jinhua Street, Shalu, Taichung, Taiwan, R.O.C.
Tel: (886) 4-2665-2178
Fax: (886) 4-2665-6463
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Chairman’s Statement

ERHRES

Although our gross profit in the first half of the year suffered because of
high raw material costs and suppressed sales price of lysine, our efforts to
expand markets and raise the sales price of MSG, and to enhance
production efficiency and lower production costs and expenses paid off.
The Group was able to achieve notable growth in turnover and a slight
increase in net profit in the first half of the year when compared with the

last corresponding period.

QOur business continued to report overall steady growth in the first half of
2006 and market demand for our core products was strong. Our turnover
was 20.6% higher than in the same period last year. The Group’s major
markets including Vietnam, Japan, the PRC and ASEAN countries recorded
17%, 12%, 19% and 104% growth in tumover respectively when compared
with the same period last year, mainly attributable to the increase in sales
of MSG products in these markets. Other products such as starch and

specialty chemicals also achieved satisfactory growth.

We made good business progress during the review period. However, our
gross profit and overall profitability fell short of expectation as a result of
surge in the price of molasses. We thus raised the selling price of our
products in different markets starting in the second half of last year and
continuing in the first half this year to respond to the higher molasses
price. This enabled us to maintain a profit level similar to last year's. However,
taking into account the keen market competition, price adjustments were
made prudently. Another important factor suppressing profit was the
continuous slide of lysine price. In combat, we used part of the lysine
production facilities to produce MSG products that have higher margin to

help us raise overall profit.

At the same time, the Group’s effort to secure a more stable supply of
carbohydrates, the trall cultivation of tropical sugar beet in Vietnam has
porne encouraging preliminary results. However, we have still some way
to go before we can reap economy of scale benefits. In addition, the Ve-
Yu Starch Factory, which was acquired at the end of last year, and the
new starch factory, which is to be built this year in Ha Tinh province in
Central Northern of Vietnam, will give the Group better control on sources
of carbohydrates. The management believes these pursuits will bring
concrete benefits including helping the Group to stabilize production cost

and grow profit.,

BESF LY FORMKAREEFNSIEEL
SNEREXMBRERER - REENXIFE -
BEE—FEERMREATS 5~ THABNH
SRBEREE - RITEERE - BELEEKRA
HEEER  E L FEXBRREFRMNAE
BRE RIS - F A LRTRR

SEETE20065F - F B8 HM I M IR FFFRIEAK
R ROERRTISZRHRER - SREAFR
HiF20.6%KIER - EEMEETISEHER - A
K PEHERBERBREFRBHNEI7%
12% ~ 19%E8104% AR + L& EFRIE N
ZNENNKBERESHTISHENEEL 3
AN+ SEEEADE AR B34 L 22 R A TS 5H
B A TEMHRE -

HAEEAEER LB THRHER - BEMDRE
BERMEBEERNERS T TOFE  ERAMRT
IR - RIREERKAH RS - EEBEFT
FFEREESF EFFHRERN SIS EmR
BEE - EhE L FNANERGUEREFR
HiRO/K2E - BRERE BRI MISHF RGN - &
HIREDRINEENETT - 5 EBREENNEE
RZAERE Z ER TR - LR RR R EE
[REAREN - WREAENL - S ERERE
RBERFE AR EERNRSHKRBE
fn o DASE DNEERE ROBERIIKF o

R - REVSEZIERHEZ TG - KERA
AR bR SR R EVE RHSOE R - ¥)2
A BEERLEXSER 86 —RE
BE  BRUb 2SN EFEEMGBARARMMES
FER R RAA RO - ZLEEE
EEREERNBE - BEIEERENRFERER
EEEKAEENCTHISE BE 2 M
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Chairman’s Statement continueq)

In the first half year, the Group focused on securing a stable supply of raw
materials and expanding market presence. Shandong Vedan Snowflake
Enterprise Co., Ltd., which was set up at the end of last year, commenced
operation in April this year. Apart from directly selling its products to
customers, the company also supplies MSG and GA to the Group'’s
factories in Shanghai and Xiamen, and as such, it boasts strategic value in

the Group’s plan to develop and consolidate the China market.

Outlook for the second half year

Facing vigorous challenges in the current operational environment, apart
from securing a stable supply of carbohydrates to help reduce production
costs and boost production efficiency and overall competitiveness, the
Group will also strive to push up profit and market share by continuing to
consolidate existing core products. Furthermore, the Group will continue
to negotiate and develop high-valued new products and new technology,

with the aim of achieving profit breakthrough.

Regarding development of the China market in the second half year, we
will pursue in greater depth the development of our MSG business in
Shanghai, Xiamen and Shandong. We also expect the Shanghai factory
to start producing and selling value-added seasoning and modified starch
for food application to add to our product portfolio and enhance our

business performance.

The new factory for producing the new product, Y-PGA, was completed in
the second quarter this year. The trial run is expected to complete in the
third quarter and production to begin in the fourth quarter. We are fully
confident of the prospects of this new product and expect it to deliver
good return to the Group in the future. Currently, apart from forging on with
our in-house R&D efforts, we are negotiating with some international bio-
chemical companies holding advanced technical know-how about
collaboration in developing new products or production technology. Our
aims are to continuously improve our production technology and efficiency,

and to develop more products with high added value.

Vedan Interational (Holdings) Limited B FHEIER (#22A%) B IR A 7l
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Chairman’s Statement continueq)

ETRBEE

Although there are hurdles in front of us, as a team, we are determined to
overcome them. We understand that our business has room for
improvement, but we also know what our edges are. We will, in the second
half year, strive to lower production cost, enhance production efficiency
and capacity, and consolidate our business network. We firmly believe
with the support of our solid foundation and collective efforts of our staff
and by adhering to the aforesaid strategies, Vedan will be able to achieve
breakthrough and restore profitability, and ultimately become a stronger

company.

By order of the Board
Yang, Bu-Hsiung

Chairman

Hong Kong, 29 August 2006
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Management Discussion and Analysis

BB RO

Business Overview

In the light of rising raw material costs and sliding lysine prices, which
started in the second half of 2004, the Group's profit declined in three
consecutive half year. Since 2005, the Group has flexibly purchased raw
materials and gradually raised selling prices of products, exercising strict
cost control, the Group has turned around in the difficult market. The net
profit recorded in the first half of 2006 was US$6,051,000, representing
166% surge when compared with US$2,274,000 in the second half of
2005, and an increase of 6.7% when compared with US$5,673,000 in
the corresponding period last year. Total turover was US$141,473,000,
20.6% more than the corresponding period last year. 84.9% of the Group's
total turnover was generated from the Vietnam operations, amounting to
US$120,187,000, 18% higher than the same period last year, and that
from the China operations rose 37.4% to US$21,286,000. The growth of
turnover from the Vietnam operations was mainly the result of lifted price of
MSG and GA, and expanded GA sales accounted for the turnover growth
from the China operations.

As lysine price is still in the slump, while raw material costs, including that
for molasses, cassava and liquid ammonia continued to rise when
compared with same period of the last year, although the price of MSG
and GA were increased, overall gross profit margin still fell from 19.9% to
18.8%. However, total gross profit rose from US$23,361,000 to
US$26,588,000. Net profit margin dropped to 4.3% from 4.8% in the first
half of 2005, but total net profit slightly increased from US$5,673,000 to
US$6,051,000.

Raw material prices have significant bearing on the Group’s profit. The
Group acquired Ve-Yu Starch Factory in November last year, and more
cassava was harvested than last year. Therefore, the costs of starch and
cassava were relatively lower than that of molasses. The Group used more
starch and cassava in production in the second quarter to lower cost and
the result has been fairly satisfactory. The Group invested in Shandong
Vedan Snowflake Enterprise Co., Ltd., in December last year. The plant
commenced operation in April and has benefited growth of the Group’s

China operations.

CRAHEIRR (PR BIR A A
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Management Discussion and Analysis ontinued)
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BEBMFRD M=

To raise profit, the Group effectively lowered management cost from
comparably 7.4% of its total operating turnover (US$8,647,000) in the
same period last year to 6.5% (US$9,248,000) this period. Sales cost
was also down from 6.5% of its total operating turnover (US$7,627,000)
in the same period last year to 5.2% (US$7,330,000), despite that operating
turnover had grown 20.6% during the period. This showed that the Group
had been successful in controlling cost without affecting growth of its
operating turnover. Finance cost, however, increased by US$1,045,000
in the period, approximately 63.6% higher than that of last year, due to
increase borrowing by the Group and rising US interest rates. Finance
cost increased from comparably 1.4% of the total operating turnover
(US$1,644,000) to 1.9% (US$2,689,000).

2006 is a significant year for the Group in overcoming the tough business
environment. The implementation of the Group’s strategy in the first half
vear had allowed it to combat raw material price hikes and low lysine price,
and stopped the profit slide. Some of the achievements made by the

Group during the period are as follows:

1. Secured raw material resources, namely cassava and molasses, to

stabilize production cost.

2. Adjustment of flexible production including switching part of the lysine
production line to producing GA. For the raw materials, increase
the usage of cassava starch, at the same time, also increase

production capacity and yield, resulted in cost reduction.

3. Gradually pushed for the increase of market share of modified starch

for food applications to raise added-value and profit.

4., Continued to advance leavening technology to sharpen competitive

strengths. Actively launch and promote new brand of seasonings.
5. Expanded the marketing activities in the ASEAN markets and
strengthened China market by establishing the production base of

GA fermentation.

6. Carried out BPR to prepare for launching ERP in the future.

Vedan Intemational (Holdings) Limited
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Management Discussion and Analysis (ontinued)

BB KD @

Business Analysis BESH
Table 1: Comparison of sales of various products *— FHEEMEEEMNLR
Unit: US$'000
B FET
First half of 2006 First half of 2005 Change(%)
ZTTNFLEYEF ZTTRFLYEF 2/ (%)
MSG KA 96,300 68.07% 84,243 71.79% 12,057 14.31%
GA Ao 16,008 11.32% 6,347 5.41% 9,661 152.21%
Lysine Bam 9,212 6.51% 10,450 8.90% (1,238) (11.85%)
Native Starch RN 1,363 0.96% 138 0.12% 1,225 887.68%
Modified Starch SR 7,314 517% 7,027 5.99% 287 4.08%
Seasoning R R R 169 0.12% - - 169 -
Specialty Chemicals KRtER 5,977 4.22% 5,457 4.65% 520 9.53%
Fertilizer and feed-use additives BB R £k 2,185 1.54% 1,292 1.10% 893 69.12%
Beverage Rt 2,315 1.64% 1,996 1.70% 319 16.98%
Others Hit 630 0.45% 404 0.34% 226 55.94%
Total At 141,473 100% 117,354 100% 24,119 20.55%
(1)  Sales Analysis by Product (—) EmSHEDIH
MSG and GA TRAE R A EBE 75

Vedan Intemational (Holdings) Limited

The turnover of MSG and GA grew by 14.3% and 152.2% to
US$96,300,000 and US$16,008,000 respectively. The growth in
turnover was attributable to the rising of sales prices, while the
remarkable surge in turnover of GA revenue was the results of the
Group freeing some of the lysine facilities to produce GA and
Shandong Vedan Snowflake Enterprise Co. Ltd. starting to produce
GA. The proportion of contribution of MSG and GA in the Group's
total turnover slightly increased from 77.2% in the same period last

year to 79.4% this year.

Vedan Vietnam completed expansion of its MSG and GA plants in
2004 and 2005 respectively, resulting in increased production
capacities for GA and MSG to 168,000 tonnes and more than
200,000 tonnes per annum respectively. With the economic growth
in Vietnam, the demand of food consumptions increases. With the
growing market demand and growing competition, the Group will
continue to strengthen its position by expanding its distribution

channels and add warehouses in major regions to boost the

CRAHEIRR (PR BIR A A
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efficiency of products delivery. Regarding export sales, we capitalized
on the geographical advantage of Vietnam and its ASEAN status to

actively expand in the ASEAN market.

In the PRC market, Shandong Vedan Snowflake commenced
operation in April. In addition to domestic sales, it also helped secure
supply of GA and MSG for Xiamen Mao Tai and Shanghai Vedan.
During the period, turnover of MSG and GA businesses in the PRC

market grew 22.8% compared with the last corresponding year.

Starch

Helped by the good weather and increasing in purchase price, the
farmers expanded cultivation of cassava. More cassava was
harvested in 2005/2006 season than in the harvest period of 2004/
2005 season. This plus the acquisition of Ve-Yu Starch Factory in
November last year, the Group was able to secure more cassava
supply substantially. Part of the purchase was used for converting
into raw materials for MSG fermentation and the remaining was used
to produce modified starch and native starch. The total turnover of
modified starch and native starch grew 4.1% and 887.7% to
US$7,314,000 and US$1,363,000 respectively. The relatively
meager rate of the former was mainly due to the Group's strategies
to focus on producing modified starch for food applications that
has higher added-value. However, as the product has more
complicated specifications and requires more technical support to
the customers, it will take longer time for the customers to adapt to
their production system. The contribution from this business was
not obvious during the review pericd. The Group expects the starch
business to achieve more satisfactory growth in the fourth quarter
this year, especially in Japan and the PRC markets. The surge in
sales of native starch came from the newly acquired Ve-Yu starch

factory.

Lyine

The price of lysine remains depressed. The Group thus freed some
of the lysine faclilities to produce GA and MSG to enhance the
Group's gross profit and turnover. During the period, turnover of
lysine amounted to US$9,212,000, a decrease of 11.9% compared
with the same period last year. The average unit sales price of lysine
only slightly reduced by 2.2% compared with the last corresponding
period and unlike the sharp plunge in the previous, indicating that

the price of the lysine may stop falling and head back on the up

Vedan Intemational (Holdings) Limited

Management Discussion and Analysis ontinued)
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trend. The booming Viethamese economy has seen demand for BEMBRKBIRENEER  SEIERNE
poultry products in the country grows steadily. Seeing this trend, BITHES - A5G BiEREmE 1D
the Group has been consolidating its distribution system and working BAEREFS

to penetrate the market for long-term gains.

Specialty Chemicals FRAERER

As the economic development in Vietnam accelerates, the country's BEEMEIEMNERE  ITENENMER
demand for basic chemicals such as caustic soda and hydrochloric BRITEREERL Y ESRWABT N K - HINEA
acid has been rising rapidly. During the period, the turnover of b2 @B EF R EIR K 9.5%18 11520,000
specialty chemicals amounted to US$5,977,000, up 9.5% ETT 0 BEF AL 977 000%TT © FBEHARK
(US$520,000) when compared with the corresponding period last FBRINIGFFEE N

year. Itis expected that the demand in the future will increase steadlly.

(2) Market Analysis (=) WHEHH
Table 2: Comparison of sales in major markets R BREEMSGHELR
Unit: US$'000
BfI: FET
First half of 2006 First half of 2005 Change(%)
ZETRFLE¥F ZETRFLH¥F %R (%)
Vietnam e 74,765 52.8% 63,909 54.5% 10,856 17.0%
The PRC s 20,203 14.3% 16,958 14.5% 3,245 19.1%
Japan A 28,107 19.9% 25,112 21.4% 2,995 11.9%
Taiwan =0 3,380 2.4% 1,408 1.2% 1,972 140.1%
ASEAN HEBEER 12,564 8.9% 6,158 5.2% 6,406 104.0%
Europe BRM 2,151 1.5% 2,499 2.1% (348) (13.9%)
Others E bl 303 0.2% 1,310 1.1% (1,007) (76.9%)
Total &t 141,473 100% 117,354 100% 24,119 20.6%
- Vietnam -  MEWH
In the first half of 2006, turnover from sales in this market 20065 L F MA@ 2L REE
amounted to US$74,765,000, accounting for 52.8% of the BREI52.8% 574,765,000 TT * £
Group’s total turnover. It represented an increase of EFREI63,909,0005TT (54.5%) 18
US$10,856,000 when compared with the last corresponding HN10,856,000% 7T « #AN17%EE
period, at US$63,909,000 (54.5%). The 17% growth was FIE RIRBIRIER R8.2% R A Al
mainly attributable to the 8.2% and 78.7% growth sales of 78.7% + EEER D B H60,315,0003
MSG and GA to US$50,315,000 and US$11,043,000 TTR 11,043,000 7T + 53 AlMEHE
respectively, accounting for 67.3% and 14.8% of the total [ UW67.3% &% 14.8% + BIMNEFRIE
turnover from the Vietnamese market. Turnover of specialty B e 5 A5,977, 000 L liE R

Vedan Intemational (Holdings) Limited RAHEIBR (F52A%) AR A A



14

Management Discussion and Analysis (ontinued)

BEBMFRD M=

chemicals was recorded at US$5,977,000, constituting 8.0%
of the total tumover from the market. As the Group strategically
reduced lysine production and increased GA output, turnover
of lysine business decreased by 28.4% from US$3,837,000
to US$2,748,000.

Japan

Total turnover from sales in Japan for the year reached
US$28,107,000, US$2,995,000 or 11.9% higher than the
corresponding period last year. Japan is the second largest
market of the Group, accounting for 19.9% of the total
turnover. The price of lysine continued to drop while the sales
of MSG, on the other hand, reported notable growth because
of rise in sales quantity as well as the sales price. With
Japanese customers becoming more receptive of modified
starch for food application, the market is expected to deliver

more satisfactory results in the second half of the year.

The PRC

The PRC market continued to grow robustly. It grew 31.8%
last year and 19.1% in the first half of 2006. Turnover was
US$20,203,000, an increase of US$3,245,000 when
compared with the same period last year. The growth mainly
came from the acquisition and commencement of operation
of Shandong Vedan Snowflake. Since Shandong Vedan
Snowflake has been operating for 3 months only, the synergy
from the acquisition has not yet been fully realized. The Group
expects better results in the second half. The intense
competition in the PRC's MSG market, increase in energy
costs and com price, all posed pressure on the Group's profit
and business expansion. Despite that, the management
actively raised the operational efficiency of the joint venture
company in Shandong and strengthened relationship with
suppliers so as to improve the competitiveness of its MSG
products. The Group will set up chicken essence production
line in Shanghai in the third quarter this year. This plus the
expected wider acceptance of the modified starch for food
processing in the PRC will help to widen the Group's product

mix and increase its profitability.

EU8.0%  BEEESE R MER
EBEEA/AQE - £IH3,837,000
EEM A E2,748,0005% T B
28.4% °

BAN S

HAA B AR T5 & S EEIE 702,995,000
T (11.9%) 85 58/4528,107,000%
T AEEE RN HAER
19.9% » BAFRRLHERA Tk -
BERBABBEEZENR  TERHY
SRERKIGFRA - #HRHER
AR IE L TE T F
BEFHRE

HE %
IEAE2005FF Bl 5K ;R 31.8%
SEPEFNE101%EER - Bl
¥E/520,203,000% T © bR FRE
3 HN3,246,000% 7T © EEAPE KRR
BILRRNSEZHALE - AR
IRKASET REESEA - B
REEDHEE - BHETFFHA
BIEZ KRB - REIKIETISERAR
FHR - BINERERKAES - £
KREWBIT LR - BREEMNRERZ
HE BEERBERREALREE
DA - Wb EE 2 BER
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ASEAN countries

ASEAN countries have been the Group's major focus.
Continuing the 54.2% growth in turnover in 2005, the Group
recorded a remarkable increase of 104% in turnover from the
market in the first half of this year from US$6,1568,000 in the
last corresponding period to US$12,564,000. The impressive
growth was mainly the result of increased sales of MSG.
Leveraging on its integrated modern production system in
Vietnam, the Group expects this state-of-art facility will help

boost the continuous penetration of the vast ASEAN market

- HETSH
REME-HEAREMGAERZ
M5 - EHEO005FE4.0% 2 & HEE
KE  SFLFFERBRIER
104% + BREF[RIEA6,158,000% 7T
BILE]12,564,000% 7 © E B
RIREWREHE RGN - EETH
HOASTERAEEREN - #HBR
EEERBETISNSEER -

(38) Securing Raw Material Resources (2) ERERE

HABRERKE  TERRE - A&
REGEE2004FERIER R 2 - BAERF
FIHALLE - B RIRIEIN13%EIB7% 5
ERRIE KBRS T EER AR LR o 18
Em&EE 2 IRAREIEE G INER &
B o BEEF T EFLURREEHER DR
@K - RRREETZER KR E G

In the period under review, cost of molasses, cassava and liquid
ammonia continued on the up trend that started in 2004 and
increased markedly between 13% and 37%. The phenomenon led
to a rise in production cost of MSG and lysine and the increase in
selling prices was not enough for generating higher profit. Cost of
raw material has remained high since the second half of last year,

so the Group does not anticipate further sharp rise in raw material

Vedan Intemational (Holdings) Limited

prices. Also, the Group has stocked up on raw materials to shield

its production cost from impact of possible material costs fluctuation.

Molasses

The high price of molasses has persisted but remained stable
for about a year. In addition to expanding molasses sources,
the Group has been lowering usage of molasses and
lessening its dependence on the material by replacing it with
starch carbohydrates. \With bigger harvests of cane sugar
expected in Thailand and Vietnam this coming season and
the price of molasses in Vietnam dropping, the Group is

optimistic about keeping costs under control in the future.

Cassava

The harvest season of cassava in 2005-2006 was longer
than usual and more cassava was harvested because of
favourable weather. As a result, cassava starch cost has
remained stable. However, increased cassava harvest is
expected for 2006-2007, meaning its price may decline. This
will help to stabllize and possibly reduce cost and support

the expansion of the Group's starch business.

CRAHEIRR (PR BIR A A
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- Liquid ammonia
The price of liquid ammonia is closely related to the supply of
natural gas. The persistently high energy costs in the first half
of 2006 also saw the cost of liquid ammonia standing notably
higher than that in the same period last year. However, thanks
to suppliers expanding production capacities to increase
supply, the international price of liquid ammonia has started

to show sign of softening in the third quarter of 2006.

- New sources of carbohydrates
The Group continued to develop more carbohydrate sources

o address rising raw material costs in the middle to long term.

+ Tropical sugar beet: After 1.5 year of trial cultivation,
the Group's farming experts have mastered critical
cultivation conditions for the crop and have enlarged
cultivation scope. The current plan is to transfer
experience gained at the experimental farm to farmers
in around October this year after the rainy season. If
the farmers are able to achieve the same results as
those managed in the experimental farm, massive

cultivation can begin in 2007.

+ Cormn starch and rice starch: Rice is the major raw
material for export among agricultural raw material
produced by Vietnam and the country also produces
a lot of com. To make the best use of these materials
has always been a focus of the Group's R&D effort.
Along with production of the two starches, we will see
the birth of other by-products which application will in
turn give rise to high value adding products. As these
developments will allow it to boost overall investment

return, the Group is actively assessing their feasibility.

Plant Expansion and Construction Plans

With raw material prices started to rise since second half of 2004,
the Group adopted forceful yet prudent raw material control strategy.
In Vietnam in particular, apart from strengthening working relationship

with farmers and suppliers, the Group also added new plants and

()
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embarked on expanding its production capacities. In addition to

actively ascertaining raw material sources and seeking to lower cost,

it has also hastened steps of new products introduction into the

market. Related plans are as stated below:

- Vietnam

(1

The newly acquired Ve-Yu Starch Factory in Gia Lai
province has expanded daily production capacity from
60 tonnes to 100 tonnes. Depending on cassava
supply situation, daily production capacity will be raised

gradually to 150 tonnes then 200 tonnes.

Phase one of the starch factory in Ha Tinh province
has secured investment license and investment has
commenced and it is expected to start operation in
the first half of 2007.

Trial run of the Y-PGA plant is expected to complete in
the third quarter of this year and production to begin in

the fourth quarter.

- China

(1)

A value-added seasoning production line is being built
in Shanghai and will be ready for operation in the fourth

quarter.

Actively pursue addition of MSG production line at
Shandong Vedan Snowflake Enterprise Co. Ltd.
targeting for completion early next year.

Actively seek to forge strategic alliance with other

manufacturers to build a supply chain platform.

Research and Development

The Group's emphasis on R&D has been reflected in the R&D

activities undertaken and their results in the past two years. During

the period under review, it had spent 16% more on R&D than the

same period last year. The Group's different short-term and long-

term R&D projects have been in good progress.

Vedan Intemational (Holdings) Limited RAHEIBR (F52A%) AR A A
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Major focuses of the Group include improving fermentative
technology with the aim of lowering cost and developing new
products including value-added seasonings of new flavours and
new modified starch products. Pork and seafood flavour value-added
seasonings have already been launched to market and in the pipeline
are chicken, beef and mushroom flavours. As for modified starch,
in addition to the existing 80 items, the Group's R&D team has
developed 16 new items for use in food processing and other
industrial applications. The Group now has near 100-strong modified
starch portfolio and with that it can expect to achieve yet deeper
penetration of the market. At the same time, the Group plans to use
the by-products in production to create value-added products and
related R&D efforts have borne preliminary fruits.

In the medium to long run, the Group will focus on the R&D of
application of Y-PGA in agriculture, aguaculture and livestock farming,
development of new fermentation strains and pursuit of cooperation
in different technology areas with the aim of achieving breakthroughs
in creating new products, sustaining long-term growth and optimizing
the Group's production cost structure.

Financial Review

Cash flow and financial resources

As at 30 June 2006, the Group’s cash and bank savings amounted
to US$15,966,000, decreased by US$12,021,000 from that as at
the end of 2005. The decline was mainly due to the injection of
US$8,400,000 as capital into the joint venture company Shandong
Vedan Snowflake in early 2006. Our bank loans increased by
US$13,773,000 to US$93,426,000 compared with the year-end
of last year, mainly due to the substantial inventory kept amounted
to US$24,077,000. Inventory amount surged because the Group
harvested and purchased more cassava and the average unit price
of molasses was 30% higher than that of the same pericd last year.
Moreover, with the selling price of MSG set to increase on 1 June,
wholesalers ordered in advance before the end of May. Therefore,
overall inventory increased from comparably 14% of the Group’s
total turnover (US$51,993,000) in late 2005 to 19.9%
(US$76,070,000) in the period under review. Account receivable
was US$35,445,000 as at 30 June 2006, a slight 1.07% lower
than that as at the end of last year, and falling slightly from a
comparable 9.6% of the Group's total turover to 9.3%. Current
ratio dropped from 1.58 to 1.45 compared with the same period
last year, resulting from the increase in short-term loans.

Vedan Intemational (Holdings) Limited
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Bank loans are all in US dollars. In the period, total costs of bank
loans increased from 4.9% in 2005 to 6.3%, a result of mainly the
rising US interest rate. The proportion of medium-/long-term loans
to short-term loans was 40% to 60%. Gearing ratio (total bank loans/

shareholders fund) was 38.7%, while net gearing ratio was 32.1%.

Prospects

The next half of the year will be challenging to the Group, mainly
due to remaining-high raw materials costs and the international sales
price of lysine still suppressed. Achieving growth in the Group’s
core business, such as MSG and GA, is the most important issue.
To face the challenges in operation, enhance the Group’s

competitiveness and profitability, the management will focus on:

Business
1. Strengthen the Group’s brand and establish the brand

leadership.

2. Develop and promote new products, including value-added

seasonings and modified starch for food applications.

3. Strengthen sales system. Set up more distribution
warehouses. Enhance penetration of second and third tier

cities and towns to enlarge market share.

4. Integrate the Group’s resources and strengthen supply chain

system.

5. Strengthen the Group’s presence in the ASEAN and China
market. Consolidate sales network.

Production and R&D
1. Strengthen production technology by technical breakthrough
to take to another height. Improve quality and add value to

the products.
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Flexible adoption of different carbohydrates as raw material

to save production cost.

Accelerate the development of application technology of new

products to create added value and raise profit.

Continue to develop different carbohydrate substitutes to

secure stable supply of raw materials.

Finance

1.

Implement strict cash flow control. Strengthen inventory
management. Focus on effectiveness of CAPEX, and increase

assets utility efficiency and current ratio.

Improve account payable/receivable efficiency. Enhance
effectiveness of capital utilization. Diversify capital sources to

reduce loans and capital costs.

Purchase of raw materials with greater flexibility and from more
diverse sources to lower costs. Continue to control costs of
sales. Management and financial expenses and reduce non-

essential expenditures.

Although the Group is facing great challenges and tough competition,

it has managed to overcome the pressures from hefty raw material

costs, price competition by enacting carefully thought of its short-/

mid- to long-term business strategies. The Group will also actively

pursue new products research and new markets penetration to

remain competitive and continues to raise profit.

Vedan Intemational (Holdings) Limited
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PURCHASE, REDEMPTION OR SALE OF LISTED BBE - BEOsHEA AT EhEs

SECURITIES OF THE COMPANY

RN F A BN AR RIS o AR F]

FEAAME A RBENAANBE R EEEFA
A e

The Company has not redeemed any of its shares during the period. Neither
the Company nor any of its subsidiaries has purchased or sold any of the
Company's shares during the period.

DISCLOSURE OF INTERESTS AND SHORT POSITIONS OF AATEERBRSTHABEERREZ

OUR DIRECTORS AND CHIEF EXECUTIVE OF OUR e

COMPANY

(@  Asat30June 20086, the interests and short positions of each Director @ RIZEZRFRAZTH AQARSES
and chief executive of our Company In the shares, underlying shares FEREITHRABRALDR R E (I8

and debentures of our Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFQO”)) 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:—

H (EEREFLE RN ([FEr LR
Bil1) EXVER) 2 &1 « RGN REREE
W BB @IRIEE %&Eﬁfﬂxfﬁﬂ;ﬁxvjﬁ%
TRESHEEME RN T REBIEE AT
FIBMRAR ([B3F)) 2 Bk R (’FE%
RIEZSFMEEDIBRIEXEETERE
IR RIEE 2w RAR) - SDRER
HIANFBH R EIROIESEHEFE S
BRMAZERRE  SORBEM AT
SRR ETARIEREITEFZ
52 AT RIR G RN A RIS P2
REREWAT : —

Interests in Shares

vl s
Number of Number of
Shares in Shares in which

which interested

interested under

(other than under physically settled
equity derivatives) equity derivatives

WHEER REYE Percentage of

Z iR BRADTA Total number issued Shares

Name (RALT4E TEMARER of Shares BTG

e TEBRSN 2 IRHEE %17 4828 BO

Mr. YANG, Tou-Hsiung 424,325,488 4,500,000 428,825,488 28.16%
Pt (Note 1) (Note 3)
(BF=E1) (B 5ES)

Mr. YANG, Chen-Wen 424,325,488 4,500,000 428,825,488 28.16%
BRXEE (Note 2) (Note 3)
(FF3E2) (FF7E3)

Vedan Intemational (Holdings) Limited
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Other Information continueq)

Number of
Shares in

which interested

Interests in Shares
R 2 s

Number of
Shares in which

interested under

(other than under physically settled
equity derivatives) equity derivatives
HEER REMLE Percentage of
pdii s = BRANTAE Total number issued Shares
Name (RABTHE TEMERER of Shares BTG
e TEARIN 2R E B & 17 42 gx B
Mr. YANG, Cheng - 4,500,000 4,500,000 0.30%
HIE%AE (Note 3)
({50
Mr. YANG, Kun-Hsiang - 4,500,000 4,500,000 0.30%
HEE LA (Note 3)
({50
Mr. WANG, Joel J. 750,000 - 750,000 0.05%
FEEB A
Mr. HUANG, Ching-Jung 200,000 - 200,000 0.01%
mRERSAE
Mr. CHAO, Pei-Hong 500,000 - 500,000 0.03%
fizb = itas
Ms. CHUANG, Shu-Fen 500,000 - 500,000 0.03%

HRFat

Vedan Intemational (Holdings) Limited
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Notes:—

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

capacities:—

Capacity &1

GERE

Number of Shares
it g B TEREZRE

BEELE AT H 5B RO -

Number of
Shares through
physically
settled equity
derivatives ****
HEERADTE

Beneficial owner

HmEBA

i3
Interest of company RIGIEHE TS 2

controlled by him
Others

ke

ko

Vedan Intemational (Holdings) Limited

ARP A ED

=

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 Intemational”) 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.

CRAHEIRR (PR BIR A A

- 4,500,000 ***

82,897,246 * -

e

Fkkx

341,428,242 ** -

1AM e E BT E ST HITTEKIing
International Limited ([King Internationall )
R =0 — 2 %EHE -+ BKing Intermational
ﬁ%%ﬁ%i%tt82.897,246 Pptn 2 58
Ao

Tﬁ“ﬂ&?‘ziﬁ%?ﬂi&? HlTTEKIng
International #BiE =5 —ZREH# ; King
International A4 Roya\ Trust2EPE BT
RMKRITHEBELA0% 2B A - TiHEEM
AW AR A A Royal Trust BB EFFEA
DBS Trustee Limited $58341,428,242 &
B&17 2 RS - 5%341,428,242 IRARIA B35
Concord Worldwide Holdings Ltd.
([Concord Worldwide]) & High Capital
Investments Limited ([High Capitall) #£1&
BHERBEROIE17THREEERZ
62,172,933 A&A% 15 &DBS Trustee Limited
fEARoyal Trust Z2RFEAHBEZ
217,082,376 AxAR L

BB ERBARATN_ZZZ=F<
ﬂ+75%m2%kﬁﬁﬁqamﬁﬁ
BERIBRETE] MR T =F<
A+=BERZERE - %i/H4,500,000
fePRfh 2 et - ZEWBREZTHRER
0.801 7T - ITEHBH—ZTTMF A+
:Efzf%g)\fﬁ/\ﬂ 'f'fEUJ: °©

ZENTET RS AL -
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Other Information (continued)

2. Mr. YANG, Chen-Wen's interest in Shares are held in the following

2. BRXEEATIEDRBERDER - —

Number of Shares

gny ¢=!

Number of
Shares through
physically
settled equity
derivatives ****
HERAITE
TAFAZRE

capacities:—

Capacity g%

Beneficial owner BEnlEEA

Interest of company PG R S S A 2
controlled by him ZARIRE R

Others Efth

wx

Hk

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
362,162,555 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.

62,172,933 *

4,500,000 ***

362,162,655 ** -

ko

Hkk

Hkkk

Vedan Intemational (Holdings) Limited

BRI EARITRSIF TR
High Capital =5 — 2 %22 -
BHigh Capital BEHZ#t
62,172,933 BRIRMD Z FFE A ©

BRI EARITRSIF TR
High Capital =5 — 2% 22# ;
High Capital 758 Royal Trust &
FE BT RMARITEERIZ0% 2
BBEA  MBREERR AR
ARoyal Trust FiBEFFLADBS
Trustee Limited A%
362,152,665 BRI 2 #Eas © %
362,152,555/ i 13 B #&Concord
Worldwide &King Internationaltf #&
EFEHREBEGRIES1TIED R
BAE262,172,933BBH R
82,897,246 MRARMLAKDBS
Trustee LimitedE&Royal Trust .2
RFEAFH2217,082,396 Ak

f\ o

BRXEERBEERAREEH
BREH BN ST =F<A
+TCRAERCERE EA
4,500,000 f&A&D 2 g - SRR
B 2 1TE B B0.80 18T © 1718
M- TERNFAA+TZAES
ZB\FXA+ZAL-

BENTET A RIELT -

IRFHBIRR (1 R%) AR AR



Other Information (continueq)

Vedan Intemational (Holdings) Limited

HE R e

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 2006, 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
1o 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
3562 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 2005, 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 2006, 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.

CRAHEIRR (PR BIR A A

3. ARAREERESTBRABRBEEDLE

ERAVTET ARG S ERR TSR
REEERAMABERHBRESTERD
CERERE - ZEBREZTEER
0.801 BT - ITEHBH—ZTTMF A+
TNFAATZBL -

:EI—?

BRABFTIREE N R TRNFERA
=TH BERAFAEFRESTHAE
AR E REAEERER (ER REFR
HEGMEXVER) 2kt - MR GN RE
EER - HEE QIREBESF REEBRAIEX
HETRESHMAMGNAT REZZ
T g e (BIERE Dl s RS G0
WRRBBERBER 2 A R) » H(d)
RERFIAZ S KB GHIE35216RE
FEzELfMRzEmRKAE - Se)RiR
B PR S LR AIRRE Y EhARES

BITEAFZ S 2RESTAEAERRAR
B AZ P 2 i mm SOK R ©

B-ZETRF+-A=+—H @285
—IRREEZH SRR 2 A) L - A
AREFHERARRYWE - HEXHE
ZEREEPERIMRFEEA RS
FARERME - HEIMEZEFNEE
PERIMESAEAEL

R-FEAEAR=+E - BEAR
e TEYNGES T PN OMMW

AR A M) 2 (FA ORE P RAE
KRS -
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Other Information (continued)

26

SUBSTANTIAL SHAREHOLDERS

(@)

So far as was known to any Director or chief executive of our
Company, as at 30 June 2006, the following persons, other than a
Director or chief executive of our Company, had an interest or short
position in the Shares or underlying shares of our Company which
would fall to be disclosed to our Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or who were, directly or
indirectly, interested in five per cent. or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances

at general meetings of any of our Subsidiaries:—

Name

Ey

FERE

(@ BARAEZERESITBRABMA K=
ETRFARA=THE  BRARREFHH
BITHABIN - U FALTRARBZBN
RABRER D A RIRE 7 R R R HIEXV
B2 R BIN A2 EXARAARARWE 2
RRIAR - HEEIEEEFHBERN
PMEAER TEAR R RN B 2 72 %
RAE LR Z AR AR E E5% A
Them —

Number of Shares in

which interested
(other than under Percentage of
equity derivatives) issued Shares
AR RNHEE ST,
(RABTHETARRSIN AL

Billion Power Limited

Vedan Enterprise Corporation & /&5 b ¥ AR A
(“Taiwan Vedan”)
([&EKM))

DBS Trustee Limited

King International Limited (*King International”)

Concord Worldwide Holdings Limited (“Concord Worldwide”)

High Capital Investments Limited (‘High Capital”)

J. P. Morgan Chase & Co.

460,237,609 30.22%
(Note 1)
(BfaE1)

460,237,609 30.22%
(Note 1)
(FF5E1)

424,325,488 27.86%
(Note 2)
(i)

424,325,488 27.86%
(Note 3)
(HF3E3)

424,325,488 27.86%
(Note 4)
(Bfaxa)

424,325,488 27.86%
(Note 5)
(Mt5E5)

87,064,000 5.71%
(Note 6)
(HiE6)

Vedan Interational (Holdings) Limited DRAFRRR (15ER%) BRR A F]



Other I nfo rm ation (continued)

HitnEw

Number of Shares in
which interested

(other than under Percentage of
equity derivatives) issued Shares
Name AR ZRNOEE BEITRR (D
B (FEAPTHE T ARRIN Botk
Nordea 1 Sicor FE Value Fund 80,836,000 5.31%
(Note 7)
(B &E7)
Notes:— MsE - —
1. Vedan Enterprise Corporation (“Taiwan Vedan”) is entitied to exercise 1. WA EROBRAR ((BE®RS])E
or control the exercise of more than one-third of the voting power of HEFT{E Sk $I 7T (EBIllon Power iBiB=%
Bilion Power and is therefore taken to be interested in these 2R WABRSERAES
460,237,609 Shares held by Billion Power. Billion Power FT#§74 7%460,237,6098% A%

02 sk

2. Of these 424,325,488 Shares, 217,082,376 Shares are held by DBS 2. §2424,325,4880% A% (5 EH217,082,3768%
Trustee Limited as trustee of the Royal Trust and the remaining FDBS Trustee Limited LARoyal Trust {55
82,897,246,62,172,933 and 62,172,933 Shares are held by King AZG0FE - MEERS2,897,2468% -
International, Concord Worldwide and High Capital, respectively, 62,172,933M% }.62,172,9338% % Al FKing
each of which is party to an agreement under section 317(1)(a) of the Intermational ~ Concord Worldwide JA K High
SFO with DBS Trustee Limited. Capital %8 ° RIEEH RIEEDIZE

317(1)(a) 1§ - LA £ ABEDBS Trustee
Limited T3 i 2 B 77 °

3. King International directly holds 82,897,246 shares and is the holder 3. King Interational E##5582,897,2468%
of 40 per cent. of all the issued and outstanding units in the Royal Btn A A ARoyal Trust 2305 21T R
Trust. Accordingly, King International is taken to be interested in the MARITEBERI40%HFFE A © Bt + King
341,428,242 shares in which DBS Trustee Limited as trustee of the International 1% &% EDBS Trustee
Royal Trust is interested. These 341,428,242 shares include Limited 1E&Royal Trust ZEAFTIE B %
62,172,933 shares held by each of Concord Worldwide and High #£341,428 242 IR VI o ZF
Capital pursuant to section 317 of the SFO and 217,082,376 shares 341,428, 242Kt EFEConcord
held by DBS Trustee Limited as trustee of the Royal Trust. Worldwide KHigh Capital % B IR {E#E % &

BB GBS 716558 2 62,172,933 A%
15 J2DBS Trustee Limited ¥E&Royal Trust
FEEAREA 2217,082,376 8 ©

Vedan Intemational (Holdings) Limited RAHEIBR (F52A%) AR A A
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Other Information (continued)

HtE R =

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
Rovyal 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.

Save as disclosed above, as at 30 June 2006, 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.

B)

4, Concord Worldwide E#45562,172,933

BARMD + A A ERoyal Trust 2 2P 31T
R M ERITEBELIZ0BNFE A B
Concord Worldwide 74718 &# B DBS
Trustee Limited ¥E&Royal Trust Z5EAFT
BB ZHE362,152, 555 A7 HMERS © 7%
#£362,152, 5558 AR (A H +62,172,9330%
FiHigh Capital#$45 » 82,897,246% FaKing
International 184555 & BRE GBI 3175
#A > M217,082,396 MAIHDBS
Trustee Limited {E&Royal Trust 2 Z5EA
BB -

5, High Capital BE##5H62,172,933M& A%

% W AFARoyal Trust 2308 277 M i
RITE BRSO FFA A Bt © High
Capital TF#48 & #EADBS Trustee Limited
EAERoyal Trust SFEAFTEAZI
362,152,555 MEVHER - Ziit
362,152,565 E 162,172,933 Bx M
Concord Worldwide ## + 82,897,246 &
FIKing International AR 15 #& % K B & 1641
E317IEEFAE - 217,082,396/ 8l i
DBS Trustee Limited 1E£&Royal Trust 2%
FEAFER ©

6. JP Morgan Chase & CoX EEtE A Frs
B 287,064,00008 15 - 9 RIAIRE L
B HPEBT7,024,00008 815 RIARR
BRI F 1755 10,040,0008% 8 (5 °

7. Nordea 1 Sicor FE Value FundJi A B 2545
B A 515 #580,836,0000% %15 °

B EXEBREN  RZTEAFAA=T+
B BIEAWUALTERRARZEEHLEST
A BBIN A A EIE MRt AR A
AR 2 B AR SRR RA AR 1) A M w slA

A
=

Vedan Interational (Holdings) Limited DRAFRRR (15ER%) BRR A F]
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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.

EMPLOYEE INFORMATION

At 30 June, 2006, the Group has 3,456 employees of whom 2,711 are
based in Vietnam, 730 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.

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 2006. In addition,
the condensed consolidated financial statement of the Company for the
six months ended 30 June 2006 have been reviewed by our auditors,
Messrs. PricewaterhouseCoopers in accordance with Statement of Auditing
Standards 700 “Engagements to review interim financial reports” issued
by the Hong Kong Institute of Certified Public Accountants. The Audit
Committee comprises the three independent non-executive directors of

the Company.

CRAHEIRR (PR BIR A A

Vedan Intemational (Holdings) Limited

#r EHRAIEEESER TR

AARDET EMARRM S OS2 BEER
FBRSTA -

i

EEEH

RZBTRFANA=TH  NEEEHF3,456%
‘B8 - Ao 711N « 780 RHE -
1AZBREEARIBENES -

BEZHMIDRTIERR BREEREEITX
BYIETE - ERES TR ALEIRES 23
BRI o FRRAEIN - AEREIRRERIRER
AHE RS TR B 3R EISTEAL M BB R -

ETEERHB X H2FEFA

RANAAREHR  MAEFCHEINEED
BHARDET ETRAM SR P8I ERESR
MRBZIFETAUZRE °

EHRRECEREEERNAKERMANGST
[RAIAER] - W B ME = TR A RREE M 7% 5
BEH - B ZEGCKENBE_TTRFEAX
A=t BIENERZ REE %P BRI BRE - it
S ARRRBEEEXRFEANA=TRHIEREAR
2 B AMISIRER D AR BB 2 Rk
BRI EBAREE B RN 2R
R FE7005% [FHIh PRI B MENEIE] T -
B R EG K EBRARR =B IERITE
=
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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.

Detalils of the share options outstanding as at 30 June 2006 which have
been granted to the Directors of the Company under the Pre-IPO Share

Option Scheme are as follows:

FERRtEsT 8l

“ET=FRA+T=H RREIEERDME
ERBRER IR BR AR ERBAMERTE -
Bt ARBERARBRARBSREAMES
ARIZER (BRIMHTES) RLBEE - 1R
IR IR &) 2 R IR RBA AR
Bedn o

“ER=FRAT=A ERBEERAMBEER
RSt 1A B R h AT s8RE 29,770,000 A {3
ZHERE - B ET=F A -+t H EESL
REEZZFT B 2 H) 2 - AR ERIBEERA
B 55 A B A AT 31X R RB AU -

AT —IREE R AFEER BRI BIRAAAF
EFRY - MR -_ETRFRNA=TRAERITE
ZRBRHERHS

Number of options
BIREHE

balance outstanding

at 1 January at 30 June

2006 exercised 2006

RZZTRF during the RZZTRF exercise

Director/Employees —A—H period ~A=TH price date of grant exercise period
g 3 N7 HARITHE 1TE(E KHBEH IR
Mr YANG, Tou-Hsiung 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
1B E 0.8017%87T ZET=F 12 June 2008
~NAT=H “ZTMERAT=RAZ
ZEEN\FRATZA
Mr YANG, Chen-Wen 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
BREE 0.8017%87T ZET=F 12 June 2008
~AT=R “EEMERAT=AZ
“EEN\ERATZH
MrYANG, Cheng 4,500,000 - 4,500,000  HK$0.801 13 June 2003 13 June 2004 to
BIEKE 0.80137T T 12 June 2008
~NAT=H ZTEMFAAT=AE
ZEEN\FAATZA
Mr YANG, Kun-Hsiang 4,500,000 - 4,500,000 HK$0.801 13 June 2003 13 June 2004 to
iR E 0.801/87T TR 12 June 2008
~NAT=H “ZTMERAT=RAZE
ZETNERATZH

18,000,000 - 18,000,000

Vedan Intemational (Holdings) Limited
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Condensed Consolidated Balance Sheet

BRFESEERER

As at 30 June 2006 R=ZT A FA=1H
As at As at
30 June 31 December
2006 2005
RZZZERNFE RZZETRF
NAZtTH +ZA=+—H
Note US$000 US$000
FaE FEx E
Unaudited Audited
ASSETS &E
Non-current assets ERBEE
Property, plant and equipment Y 5 221,154 216,187
Land use rights T i 5 6,106 5,583
Intangiole assets M EE ) 5 18,694 19,241
Held-to-maturity investments BEZRIEEE 3,233 3,361
Totalnon-currentassets  __ ____ #ABMREGE 249187 244372
Current assets MENEE
Inventories & 76,070 51,993
Trade receivables FEUE SR 6 35,445 35,829
Prepayments and other receivables BN R R B A R IR 5,276 6,287
Tax recoverable AT Y E IR 483 1,272
Due from a minority shareholder U — 7 ) SRR R FIE - 3,600
Cash and cash equivalents ReERBSEFED 15,966 27,987
Totalcurrentassets = WEEERME 133240 = 126968_
Total assets EERE 382,427 371,340
EQUITY S
Capital and reserves attributable to KN EBEERE AES
equity holders of the Company BEARKE
Share capital % 7 15,228 15,228
Retained eamings IREBEF
— Proposed dividends —RURAR S 3,026 1,708
— Others —H 219,421 216,119
237,675 233,055
Minority interest VERREER 3,644 3,600
Total equity B 241,319 236,655
LIABILITIES af
Non-current liabilities ERBAE
Long-term bank loans EHRITER 9 26,916 29,706
Deferred taxation IRERIA 11,885 12,026
Long-term payable to related parties B EBEALTZ REFIE 18(b) 10,698 12,560
Totalnon-curentlbifies _____ FmmmNE® 4% bio%
Current liabilities mEaR
Trade payables FERTE SR 8 13,385 18,520
Accruals and other payables FERT B A R E AP 5RI8 8,177 11,578
Due to related parties BN BREALRRIR 18(b) 3,474 274
Short-term bank loans EERITER
— Secured —FHEA 2,126 500
— Unsecured — A 54,157 41,101
Current portion of long-term bank loans £ HISR1TE Z A BNERER D 9 10,227 8,346
Taxation payable FERIEIE 63 74
Total current liabilites  mE&fe®E 91,609 80,393
Total liabilities =Rt o 141,108 134,685
Total equity and liabilities EZRAEEE 382,427 371,340
Net current assets REEEFE 41,631 46,575
Total assets less current liabilities HWEERTBER 290,818 290,947

The notes on pages 35 to 50 form an integral part of this condensed

interim financial information.

Vedan Interational (Holdings) Limited B FHEIER (#22A%) B IR A 7l
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Condensed Consolidated Income Statement

EH |‘/-..r\ |:| \%Eie

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

Unaudited
RICEZ
Six months ended 30 June

HERA=TRIRER

2006 2005
Note US$'000 US$'000
ihE=s FET FExT
Turmnover R 4 141,473 117,354
Cost of sales SHERAR (114,885) (93,993)
Gross profit EF 26,588 23,361
Other gains — net H At Yz 558 10 565 1,724
Selling and distribution expenses SHE D ERA (7,330) (7,627)
Administrative expenses TTHFX (9,248) (8,647)
Operating profit 4 B | 1 10,575 8,811
Finance costs — net BhE AN — B 12 (2,689) (1,644)
Profit before income tax KPS BRI & 7,886 7,167
Income tax expense FriSEifsz 13 (1,791) (1,494)
Profit for the period REARA 6,095 5,673
Attributable to: AT 77 AR
— equity holders of the Company —ARQAREREA 6,051 5,673
— minority interest — L ERR R s 44 -
6,095 5,673
US cents per US cents per
share share
AL FREEA
Eamings per share for profit attributable to AN A AR B A JE(L
equity holders of the Company HREEF
— Basic — &R 14 0.40 0.37
— Diluted —#E 14 0.40 0.37
Dividends s 15 3,026 3,060
The notes on pages 35 to 50 form an integral part of this condensed EE35ES0E 2 M SR AN BB R AT S &R 2 —
interim financial information. %Bﬁ

Vedan International (Holdings) Limited ~ BR/-BIER (12A%) B R A 7]



Condensed Consolidated Statement of Changes in Equity

BRGREEEEBR

For the six months ended 30 June 2006 EHE—ZZNENA=+RHINEA

Unaudited
R
Attributable to the equity holders
RetERs A A TG
Minority
Share Share Exchange  Merger Retained  interest
capital premium  reserve  reserve eamings TR Total

B BinaE EXEE AHEE REERT #EE st
USE000 USFO00 USFO00 USE000 USEO00 USFO00 USH000
T TET TERT O TET O OTET TERT TER

At 1 January 2005 —EERF—A—H 16,228 47,358 3,628 79,994 88,313 - 234,521
Profit for the period AER B | - - - - 5,673 - 5,673
Dividends g - - - - (8,895) - (6,895)
Exchange translation (&5 Z=%8

differences - - 7) - - - 7)
At 30 June 2005 —ETRFA=1H 16,228 47,358 3,621 79,994 87,091 - 233,292

At 1 January 2006 Z—FEZFAFE—HA—H 15,228 47,358 4,170 79,994 86,305 3,600 236,655

Profit for the period Z<EFZ 7 - - - - 6,051 44 6,095
Dividends B2 - - - - (1,708) - (1,708)
Exchange translation [& 5 %%

differences - - 277 - - - 277
At 30 June 2006 ZEFEREANA=H+H 15,228 47,358 4,447 79,994 90,648 3,644 241,319

The notes on pages 35 to 50 form an integral part of this condensed F35EO0 8 2 MsT R AR I s E k2 —

interim financial information. B o
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Condensed Consolidated Cash Flow Statement

BRGERERER

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

Unaudited
B
Six months ended 30 June
HESNA=THIENEA

2006 2005

US$000 US$000

FEx FExT

Cash flows from operating activities - net REXBEENRETHE (9,455) 445

Cash flows from investing activities — net BRERHEENREFE (18,223) (19,060)

Cash flows from financing activities: MEERELENRSE !

— contribution from minority interest — LR EERTE 3,600 -

— dividends paid —BRRKRE (1,708) (6,895)

— drawdown of bank loans —IREURITE R 74,201 72,186

— repayments of bank loans —[EBIRTTER (60,428) (59,446)

Cash flows from financing activities - net MEENELANREFHE 15,665 5,845

Net change in cash and cash equivalent ReERRSEEMED)FHE (12,013) (12,770)

Cash and cash equivalents at 1 January —A—BNRERIREEEY 27,987 33,192

Effect of foreign exchange rate changes [E R L (8) (7)

Cash and cash equivalents at 30 June NAZTHMBEESRIRSEEY 15,966 20,415
Analysis of balances of cash and cash equivalents: 3¢ MIR & S EYHERRAIT -

Bank balances and cash RITHEHBR RS 15,966 20,415

The notes on pages 35 to 50 form an integral part of this condensed FR5FE508 2 M B ANFgRR R BRI AR 2 —
interim financial information. 5 o
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RS B E R

For the six months ended 30 June 2006 BZE—ZZ R FA=1THINEA

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”

Vedan Interational (Holdings) Limited B FHEIER (#22A%) B IR A 7l
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Notes to the Condensed Consolidated Financial Information continueq)

RS M E R e

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA
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.

3.

R E )

EHRIEABIORET - [ATHE
BRI 2 55T

FRGRTERE215RIEET - [RSNEA
RAEZFRE | 2ER]

BRGRTAERIERRERT - A%
ERRZZReRBEPETHE] 2 &
7l

B &R BB ERE39
5% e BIRR BA S SR RN BB R

WELLFAFIER] - [MBERE
#]ZERT

BRMBHRELAFCH - [BEER
R By R R 1E]

BR (AR BEREREZES) -
BRI [BELHEEREH
#]

BB RERBEES] BE
HREBHERERES) —REFS
5 DBH  BERRBERESE
7 R 2 KR

BRI BRERBEES, B8 E
BB HmEREZES) - %%"”*
5 [R28EE5ITS —ERER
EFREBELZERE]

BRan Lt #r R - R ZER] R
HAREBESFHBREETAEATE -

Vedan International (Holdings) Limited ~ BR/-BIER (12A%) B R A 7]



Notes to the Condensed Consolidated Financial Information continueq)

B RRAR S IS E R

For the six months ended 30 June 2006 EHE—ZZNENA=+RHINEA

4. Segment analysis 4.  SEHH
Segment information is presented in respect of the Group’s business DEERHEAEE 2 £ R HE D
and geographical segments. Business segment information is | o L%%%’\ﬁﬁéﬂf’ﬁ%?ﬁgiiﬁﬂé
chosen as the primary reporting format because this is more relevant X REREFHBERBEAEELE R
to the Group in making operating and financial decisions. SRR BB ARE
(a) Business segment (@) HEHDEW
The Group has been operating in one single business REBZIEEE 25 B4EE
segment, i.e. the manufacture and sale of fermentation-based MEESERERRAMNE - £t
food additives and biochemical products and cassava starch- EmEARZBRMITERR  B2EN
based industrial products including modified starch, glucose MRY - BEEESE - K5 &
syrup, MSG, soda and acid, and beverages. 1T - EEPE R ARA -
(b) Geographical segment (b) HIESER
In presenting information on the basis of geographical LIRS BRI ERIE - A TR
segment, revenue is based on the geographical presence of BEPAEHAL ©
customers.
Six months ended
HELTHELEAEAR
30 June 30 June
NA=1H NAZTH
2006 2005
US$'000 US$000
F=ET F=ET
Vietham fifea) 74,765 63,909
The PRC i 20,203 16,958
Japan SN 28,107 25,112
Taiwan =) 3,380 1,408
ASEAN countries (other than Vietnam) 373 25 B 5B B8 (RE) 3E# ) 12,564 6,158
Other regions EH b= 2,454 3,809
141,473 117,354

Vedan Intemational (Holdings) Limited SR AHERIRS (322R%) B R A )
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Notes to the Condensed Consolidated Financial Information continueq)

BRRGRE M ERM L e

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

Capital expenditure

5. EAXXH

Property,
Intangible assets plant and
B EE equipment Land use
Goodwil  Trademark Total  ¥%E - E&E rights
BHE [EE k] B AR
US$000 US$'000 Us$000 US$'000 US$000
FE FET FTET TET F=ET
Six months ended 30 June 2005 HEZE_-FEHE
ANAZ+HLEAEAR
Opening net book valueasat R_ZEFHF—H—H
1 January 2005 BB EBR R A 6,859 - 6,859 213,849 225
Additions B - 12,089 12,089 8,045 -
Reclassification from inventories ~~ FEEH D - - 3,100 -
Disposals HE - - - (7 -
Amortisation and depreciation BERITEER
charge - (403) (403) (12,824) 4)
Closing net book value R-FERE
as at 30 June 2005 ~A=+H
B R BRI R A 6,859 11,686 18,545 212,663 221
Six months ended 30 June 2006 HE_FFRF
ANA=+HLEAMERA
Opening net book value as at RIEERE
1 January 2006 —A—H
R AR R E 8,159 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 RIFERE
as at 30 June 2006 ~A=+H
HYHI R AR R E 8,217 10,477 18,694 221,154 6,106
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Notes to the Condensed Consolidated Financial Information continueq)

B RRAR S IS E R

For the six months ended 30 June 2006 &

EZETRFARA=THIEAER

6. Trade receivables 6. [EWESERR
As at
As at 31 December
30 June B+=A
RANAE=+H =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 (5E18(0) 483 2,087
35,445 35,829

Félﬂlféf%ﬁﬁ K2 EE B EENRE 120

The credit terms of trade receivables range from cash on delivery to

120 days. At 30 June 2006 and 31 December 2005, the ageing CcRIZEERENA=TAR=ZEH
analysis of the trade receivables was as follows: ¢+:ﬂ =t—B  BURESERERZEER
DT -
As at
As at 31 December
30 June »+=A
RNA=+H =+—H
2006 2005
US$000 US$000
FET FET
Current BN ER 19,315 23,063
30 - 90 days 30290k 15,622 11,760
91 -180 days 91E 180K 325 305
181 — 365 days 181E365K 183 60
Over 365 days BAE65K - 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 Intemational (Holdings) Limited SR AHERIRS (322R%) B R A )
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Notes to the Condensed Consolidated Financial Information continueq)

/‘-I-\-

For the six months ended 30 June 2006 #Z—

PR S B E R

TREANA=THIEANEA

Share capital 7. BEB=X
Authorised Ordinary shares
VETE TR
Par Number
value of shares
HE mHEE
US$ US$000
E F=T
At 31 Decembber 2005 and RZZEZERF+-_A=+—8K
at 30 June 2006 RZZEERFARA=+H 0.01 10,000,000,000 100,000
Issue and fully paid
Ordinary shares
BT REEERR
Par Number
value of shares
HE mHEE
US$ US$000
E F=T
At 31 December 2005 and RZZEZERF+-_A=+—HK
at 30 June 2006 RZZBBRFARA=1TH 0.01  1,622,742,000 15,228
On 13 June 2008, a share option scheme and a Pre-IPO Share —EET=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.

REEMRERMEBBEABIRERA
& AR ATRB A RT B -

RIEBEHETE EFSUHBRAAEE
TMES BB - FHBHARENTE

AR LBEAE BT RSENZEA LT
BT BT 10%M ) - ZERE
BENEMMERHNE BER - B+

F o EHRZARATBRERAAFH
HE AR R o AR RFEANHREL
RIRRERRE ST B h (AT RE AR -

BEREAAFERABRESTS - EFg
A BYIE (R 2 65 [ Ko B JB8 X BMEfAT EE sk
EERTERE  BTHRSEMNRERA
Ak c RZZEE=FAT=H - EF
SIREFT B H129,770,0000 BB AE 7%
EHBREE _TTNFAT=HE=F
ZN\FARATZBHETREEAAHAE
F A e s = B B IR FRAT A ©
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Notes to the Condensed Consolidated Financial Information continueq)

RS B E R

For the six months ended 30 June 2006 BZE—ZZ R FA=1THINEA

7. Share capital (continued) 7. [} NG|
RIZETRFRNA=TH HRTEZE
KA ERBIIBRE G T

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

following terms:

Exercise
price per Number of
share options

BRITEE BERE

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

BRI B 5 85500,00017 B B 4 M 48 £ BE %

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

exercised during the period. EIETTIE -
8. Trade payables 8. MEFNEISERXR

The ageing analysis of trade payables is as follows: ERNESERNERITAT

As at

As at 31 December

30 June w+=A

RANA=+H =+—H

2006 2005

US$000 US$000

TET TET

Current BNHEA 9,938 18,161
30 - 90 days 30&90K 3,442 359
91 - 180 days 91E180K 3 -
181 — 365 days 1812365k 2 -
13,385 18,520

Vedan Intemational (Holdings) Limited SR AHERIRS (322R%) B R A )
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Notes to the Condensed Consolidated Financial Information continueq)

BRRGRE M ERM L e

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

9. Long-term bank loans 9. RHERITER

As at

As at 31 December

30 June wn+=A

WNA=+H =—+—H

2006 2005

US$'000 US$'000

TET FET

Long-term bank loans — secured RESRITER —EEKHE 37,143 38,052
Current portion of long-term bank loans RESRITE R ENER SR (10,227) (8,346)
26,916 29,706

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

As at

As at 31 December

30 June wn+=A

WNA=+H —+—H

2006 2005

US$'000 US$'000

FET FET

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

Vedan International (Holdings) Limited ~ BR/-BIER (12A%) B R A 7]



Notes to the Condensed Consolidated Financial Information continueq)

ERES M B ERM e

For the six months ended 30 June 2006 &

10. Other gains - net

E-FFAFAA=TALAMEA

10. Hiblss — 58

Six months ended

HEUTAHIENER
30 June 30 June
NA=1H NA=1H
2006 2005
US$000 US$000
F=T F=T
Net loss from sales of electricity HEBH 2 ERFHE (5) (85)
Sales of scrap materials EERLEEE 192 199
Vietnam tax refund with respect to BAFERBREES
reinvestment in prior years ERT = 1,200
Loss on disposal of property, plant HEME - HEK
and equipment B (19) )
Net exchange gains/(losses) SFIEH Was (8518) 43 (90)
Others Hith 354 507
565 1,724
11. Operating profit 11. HZEEF
Operating profit is arrived at after charging the following: BB R THIFIE -
Six months ended
HELTHEEAEAR
30 June 30 June
~NA=1H NAZTH
2006 2005
US$000 US$000
F=ET FET
Cost of inventories (include depreciation GFERAN (BIETEER L
charge and staff costs) BTRZA) 114,885 93,993
Amortisation of trademark PR 8
(included in administrative expenses) (BEt ATTHRX) 605 403
Amortisation of land use rights b PR A B 71 4
Depreciation on property, plant M -~ WE &
and equipment REIE 13,268 12,824
Operating leases in respect of land BT RETH
and buildings ERL 60 60
Staff costs BIRKA 7,379 6,632

Vedan Intemational (Holdings) Limited SR AHERIRS (322R%) B R A )
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Notes to the Condensed Consolidated Financial Information continueq)

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

12. Finance costs - net 12. BIERE —FE
Six months ended
HENATBHLENEAR
30 June 30 June
NA=1+H NA=TH
2006 2005
US$'000 US$'000
F=x FEx
Interest on bank loans and overdraft RITERRBLFE 2,675 1,656
Amortised cost on long-term payable FENEER REIFEZ
to a related party S S P AN 283 188
Interest income FEWA (269) (200)
2,689 1,644
Income tax expense 13. Fifs8if%

13.

Income tax expense charged to the consolidated income statement

represents:

FeEBERANMERAX e

Six months ended

HEUATHHIEAREA
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 EEFTSH (141) 68
1,791 1,494

()  Vietnam iy #%E

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.

REMEH (M) R
RImEEE AT BE - ERATEH
8B AR T S AT R A R 1B B
TEHFAR - AEBETEMmE R EFE
BEEMSRENTI10%E25%2
B R BA RS ARIRE T ol
FTA&7E °
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Notes to the Condensed Consolidated Financial Information continueq)

RS B E R

For the six months ended 30 June 2006 BZE—ZZ R FA=1THINEA

13. Income tax expense (continued) 13. Fid8ilXZ @
(i) The PRC iy HE
EIT is provided on the basis of the statutory profit for financial RS RIR R RAEE BT
reporting purposes, adjusted for income and expenses items B - BB BERB T
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 EFAEEEMEHE
in the PRC range from 15% to 27%. NTF15%E27%2 [
Mao Tai Foods (Xiamen) Co, Ltd, Shanghai Viedan Enterprise EREm(EFM) BRAR - EEK
Co., Ltd and Shandong Vedan Snowflake Enterprise Co., FEE¥ERARRLIRKSSEE
Ltd (“Shandong Snowflake”) are entitled to full exemption from ¥BRAR ([UERSTE)) fFEEHEFT
EIT for the first two years and 50% reduction EIT for the next BRTFEHEE 2 RBETIER -
three years, commencing from the first profitable year after HEERFNFERBIZMFEH
offsetting all unexpired tax losses carried forward from the HerEMSHEREERER=(EF
previous years. These entities have not triggered its first ERZ50% 2 BRIEFEMGH © %
profitable year for the above EIT exemption and reduction SERBEASR LA EMEHRER
puUrposes. WRBESHEERTFE -
(i) Singapore/Hong Kong (i) FHAnE S EE
No Singapore/Hong Kong profits tax has been provided as FR A 7 5 B A 7 HR 79 I 4 7 37
the Group had no estimated assessable profit arising in or S BB ES G ERRA
derived from Singapore/Hong Kong during the periods. - B EIELRF NGB AT
1STIBAE o
14. Earnings per share 14. BEREF
Six months ended
HETFBELLEAEAR
30 June 30 June
NA=Z1H NAZ=Z+H
2006 2005
US cents US cents
per share per share
B AR
Earnings per share for profit attributable to AN A BIRXH#ERE B A FE(L
equity holders of the Company BREF
- Basic — &K 0.40 0.37
— Diluted —#5 0.40 0.37
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Notes to the Condensed Consolidated Financial Information continueq)

BRRGRE M ERM L e

For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

15. Dividends

Six months ended
HET5HHIEANMEA

30 June 30 June
NA=1+H NA=TH
2006 2005
US$'000 US$'000
FET FEx
2005 Final dividend of 0.112 US cents BN ZEERFRERE
(2004: Final dividend 0.453 US cents) BREBAR0.11231L
per ordinary share, paid (ZZEZWNF - RERB.0.453%1L) 1,708 6,895
20086 Interim dividend of 0.200 US cents IR ZZ TN FH HRE
(2005; Interim dividend 0.201 US cents) TR BA%0.200%AL
per ordinary share, proposed (ZZ2ZThF : FHRE0.2012AL) 3,026 3,060
4,734 9,955
16. Capital commitments 16. BAKIE
As at
As at 31 December
30 June w+=A
RANB=+B =+—H
2006 2005
US$'000 US$'000
FET FEx
Contracted but not provided for; BETHBERESE
— Property, plant and equipment —WE - BERF 2,362 12,836
Authorised but not contracted for: BHLEBRETL
— Property, plant and equipment — W% - BB REE 16,972 34,751

46
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ERES M B ERM e

For the six months ended 30 June 2006 EHE—ZZNENA=+RHINEA

HAAERE

HE-_ZTREXAZ+H  A2FHA
171,000,000 T (ZEZRF+ A=
+—H : 93,000,00037T) Z FITRIE AH
BB A RIEHE A RIHELR -

17. Contingent liabilities 17.

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).

FEHRXD
EARSE ARG RS ET

18. Related party transactions 18.

(@  Significant related party transactions, which were carried out (a)

in the normal course of the Group’s business, are as follows:

MEARZWT

Six months ended

HETIIBHIERER

30 June 2006 30 June 2005
e ZEERF
~NA=+H NA=TH
Note US$000 Us$000
B s F=r FET
Sale of goods to Vedan AR RO BR A
Enterprise Corporation ([BE%RM]) HEE @
(“Taiwan Vedan”) (i) 2,200 4,254
Trademark license fee paid to BENEE RS Y
Tung Hai Fermentation BRAT([E8])
Industrial Co. Ltd (‘Tung Hal") AR A B ) - 289
Technological support fee R A ERM RGNS
paid to Taiwan Vedan Rl &8
and Tung Hali (ii) 1,299 1,292
Technological support fee IER & R T 2
received from Taiwan Vedan B Es (i 20 -
Commission from Taiwan AR E WA E
Vedan in connection with wAHEE
the Agency Agreement (i) 31 57
Assignment of trademarks from B8 & &K Y
Tung Hai and Taiwan Vedan iR R (i) - 12,089

Vedan Intemational (Holdings) Limited SR AHERIRS (322R%) B R A )

47



48

Notes to the Condensed Consolidated Financial Information continueq)
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For the six months ended 30 June 2006 #HZ—ZZ X FA=+HIEA

PR a B E B o

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.

18. BEFRXSH @

@ &

Mi%

(i)

i

Rt

ARREERRABETHELER
BEBTET - BERRERTE
MNAEEEEME=TTEFZZH
S BRI B R

ARREERRZERHEARE
TEHPETT - W RRIBAARI AR
HUE

RZEZT=FA+=H " K27
A ERST R EBR] L — iR
ﬁi%Tﬁaza [PZeEEaE]) © it
ABKARFESERBRARAT
RSN AERETRE
BIK A & VKT R B8 2 BiEa
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18. Related party transactions (continued) 18.

(o) Balances with related parties

As at 30 June 2006, the Group had the following significant

balances with related parties:

HRES A TEANGSR -

As at
As at 31 December
30 June R+=A
RANA=1H =+—H8
2006 2005
Note US$000 US$000
BisE F=r F=r
Current: BH -
Trade receivables from e REE T
related parties (note 6): B SR (fisEe) 0]
— Shanghai Vedan Foods - EERNRG
Company Limited BRARF
(“Shanghai Vedan Foods’) ([EB%RARA]) - 633
— Talwan Vedan — B ER ST 483 1,654
483 2,287
Current: BNH -
— Technological support fee —ENRERARREE
payable to Taiwan Vedan RS RE
and Tung Heai (i) 1,329 274
— Current portion of the amount -ENEERNRES
due to Talwan Vedan and EREERR
Tung Hai in connection with 2B BVEE L
assignment of trademarks (il 2,145 -
3,474 274
Non-current portion of the [ BERARRE
amount due to Taiwan Vedan BREEEE
and Tung Hai in connection 2 B IEANERE D
with assignment of trademarks (if) 10,698 12,560
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Notes to the Condensed Consolidated Financial Information continueq)
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For the six months ended 30 June 2006 #HZ=—ZFZX
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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.

VFEARA=TRIEREAR

18.

19.
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FAE (H7E18(a)i) - & ¥7AM
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HEFIN -k -EHEA
15,014,000% 7T + WHAERERE

ZEHATNEEFRETEE
AFE -
RITIEE
AEBR ZZTRFNA=-+HMIRITE

HQ3,426,000E L (ZETRF+-_A=7
—H 1 79,653,000%7T) T A NAIHE A

i

LAZR£2 (B AR TE B 4941,066,0003

T(ZEERF+ZR=+—H8:

50,341,000 7T) 8& T - BE
JEEEEEA -
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Auditors’ Independent Review Report

R EM R B E R

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 31 to 50.

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.

It is 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 2006.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 August 2006
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Notice of Payment of Interim Dividend, 2006

52

KE—ZTRFEFHREZE

INTERIM DIVIDEND AND CLOSE OF REGISTER

The Board of Directors has resolved to declare an interim dividend of 0.200
US cents (1.560 HK cents) per share for the year ending 31 December
2008.

The share register will be closed from 6 October to 13 October 2006,
both days inclusive, during which period no transfer of shares will be
registered. Dividend warrants will be dispatched to shareholders on or
about 19 October 2006. In order to qualify for the interim dividend, all
properly completed transfer forms accompanied by the relevant share
certificates must be lodged with the Company's Hong Kong Branch
Register, Tengis Limited of 26/F Tesbury Centre, 28 Queen’s Road East,
Wanchal, Hong Kong not later than 4:30 p.m. on 5 October 2006.

By Order of the Board
Lo Chi Man

Company Secretary

Hong Kong, 29 August 2006
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VEDAN

VEDAN INTERNATIONAL (HOLDINGS) LIMITED
RRAAERE (2RR) HIRAR

VIETNAM

National Road 51, Hamlet 1A, Phuoc Thai

Long Thanh District, Dong Nai Province, Vietnam
Tel : (84) 61-3825 111 Fax : (84) 61-3543 160

SHANGHAI
158 Chexin Road, Songjiang Park, Shanghai, PRC
Tel : (86) 21-5760 2525 Fax : (86) 21-5760 2030

XIAMEN

568 North Tong Ji Road, Tong-An District, Xiamen
Fujian Province, P.R.C.

Tel : (86) 592-712 8111 Fax : (86) 592-702 9274

SHANDONG

Xue-hua Industry Park

Jining High & New Tech. Industries
Development Zone, Shandong Province, PRC
Tel : (86) 537-3866566 Fax : (86) 537-3768566

HONG KONG

Suite 3706, 37/F, Shun Tak Centre, West Tower
200 Connaught Road Central, Hong Kong

Tel : (852) 2854-2812 Fax : (852) 2544-6452

TAIWAN BRANCH
18, Jinhua Street, Shalu, Taichung, Taiwan, R.O.C.
Tel : (886) 4-2665-2178 Fax : (886) 4-2665-6463
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