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The directors of the Company (“Directors”) present their report and the

audited accounts for the year ended 31 December, 2006.

Principal Activities
The Company acts as an investment holding company. Its subsidiaries are

principally engaged in the production of fermentation-based amino acids,

food additive products and cassava starch based industrial products. Details

of the principal activities of its subsidiaries are set out in Note 9 to the

accounts.

There have been no significant changes in the nature of these activities

during the year under review.

Results and Appropriations
The results of the Group for the year ended 31 December, 2006 are set

out in the consolidated income statement on page 60.

An interim dividend of 0.200 US cents (1.560 HK cents) per share was

declared and paid to the shareholders during the year under review. The

directors recommend the declaration and payment of a final dividend of

0.158 US cents (1,232 HK cents) per share for the year ended 31

December, 2006. Subject to shareholders’ approval at the forthcoming

annual general meeting of the Company, the final dividend will be paid in

cash on or about 5 June 2007 to the shareholders whose names appear

on the register of members of the Company on 15 May 2007.

Share Capital
Details of the movements in the share capital of the Company are set out

in Note 15 to the accounts.

Distributable Reserves
As at 31 December, 2006, the Company’s share premium reserve of

approximately US$194,098,000 (subject to the Cayman Companies Law

and the articles of association of the Company) and retained earnings of

approximately US$10,915,000 were available for distribution to the

Company’s shareholders.

Purchase, Sale or Redemption of Securities
During the year ended 31 December, 2006, neither the Company nor

any of its subsidiaries has purchased, sold or redeemed any of the

Company’s shares.
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Reserves
Movements in the reserves of the Group and of the Company during the

year are set out in Note 16 to the accounts.

Property, Plant and Equipment
Details of movements in the Group’s property, plant and equipment during

the year are set out in Note 7 to the accounts.

Major Customers and Suppliers
During the year, the five largest customers of the Group accounted for

approximately 35% of the Group’s consolidated turnover. In addition, the

five largest suppliers of the Group accounted for approximately 61% of

the Group’s consolidated purchases for the year. Sales to the Group’s

largest customer and purchases from the Group’s largest supplier accounted

for less than 15% and 23% of the Group’s consolidated sales and

consolidated purchases respectively.

Directors
The Directors during the year under review and up to the date of this

report are:

Executive Directors

Yang, Tou-Hsiung

Yang, Cheng

Yang, Kun-Hsiang

Yang, Chen-Wen

Wang, Joel J.

Non-executive Directors

Huang, Ching-Jung

Lam, Tuan (resigned on 31 May 2006)

Chou, Sze-Cheng (appointed on 31 May 2006)

Independent Non-executive Directors

Chao, Pei-Hong

Chuang, Shu-Fen

Ko, Jim-Chen

According to Article 87(1) of the Company’s articles of association, Mr

Yang, Tou-Hsiung, Mr Yang, Cheng and Mr Yang Kun-Hsiang will retire by

rotation at the forthcoming annual general meeting of the Company.

According to Article 86(3) of the Company’s articles of association, Mr.

Chou, Sze-Cheng, who was appointed by the Board as a non-executive

Director on 31 May 2006, will held office until the forthcoming annual

general meeting and shall then by eligible for re-election. All such Directors

being eligible, offer themselves for re-election.

Biographical Details of Directors and Senior Management
Brief biographical details of the directors and senior management are set

out on pages 32 to 35.
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Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures
As at 31 December, 2006, the interests and short positions of each Director

and chief executive of the Company in the shares, underlying shares and

debentures of the Company or any of its associated corporations (within

the meaning of Part XV of the Securities and Futures Ordinance (the “SFO”),

which (a) were required to be notified to the Company and The Stock

Exchange of Hong Kong Limited (“Stock Exchange”) pursuant to Divisions

7 and 8 of Part XV of the SFO (including interests and short positions

which the Directors were 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 Rules Governing the Listing of Securities on

The Stock Exchange of Hong Kong Limited (“Listing Rules”), to be notified

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

XV

(a)

XV 7 8

(b)

352

(c)

Interests in shares

Number of
shares in which

Number of shares interested under
in which interested physically settled

(other than under equity derivatives Percentage of
equity derivatives) Total number issued shares

Name of shares
 

(Note 2)
2

Mr. YANG, Tou-Hsiung 169,730,196 4,500,000 174,230,196 11.44%
(Note 1)

1

Mr. YANG, Chen-Wen – 4,500,000 4,500,000 0.30%

Mr. YANG, Cheng – 4,500,000 4,500,000 0.30%

Mr. YANG, Kun-Hsiang – 4,500,000 4,500,000 0.30%

Mr. WANG, Joel J. 750,000 – 750,000 0.05%

Mr. HUANG, Ching-Jung 200,000 – 200,000 0.01%

Mr. CHAO, Pei-Hong 500,000 – 500,000 0.03%

Ms. CHUANG, Shu-Fen 500,000 – 500,000 0.03%
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Notes:

1. Mr. YANG, Tou-Hsiung’s interest in shares are held in the following capacities:— 1.

Number of

shares through

physically settled

Number equity derivatives ***

of shares

Capacity ***

Beneficial owner – 4,500,000 **

Interest of company controlled 169,730,196 * –

by him

* Mr. YANG, Tou-Hsiung is entitled to exercise or control the exercise of

more than one-third of the voting power of King International Limited

(“King International”) and King International is the holder of such

169,730,196 shares.

** Mr. YANG, Tou-Hsiung 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.

2. Various interests of the Directors and chief executive of the 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.

* K i n g

International Limited King International

King International

169,730,196

**

4,500,000 

0.801 

***

2.

0.801 
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Save as disclosed above, as at 31 December, 2006, none of the Directors

or chief executive of the Company had or was deemed to have any interest

or short position in the shares, underlying shares and debentures of the

Company or any of its associated corporations (within the meaning of

Part XV of the SFO) which (a) were required to be notified to the Company

and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the

SFO (including interests and short positions which he/she was taken or

deemed to have under such provisions of the SFO); or (b) were required,

pursuant to section 352 of the SFO, to be entered in the register referred

to therein; or (c) were required, pursuant to the Model Code for Securities

Transactions by Directors of Listed Companies contained in the Listing

Rules, to be notified to the Company and the Stock Exchange.

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 may, at their discretion, offer any employee (including any

executive director) of the Group, 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 the

Directors and employees of the Group 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. No options have been granted

under the Post-IPO Share Option Scheme as at 31 December, 2006.

XV

(a)

XV 7 8

(b) 352

(c)

29,770,000
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Details of the share options outstanding as at 31 December, 2006 which

have been granted to the Directors of the Group under the Pre-IPO Share

Option Scheme are as follows:

Number of options

Held as at

31 December,

Held as at Granted Exercised 2006

1 January, 2006 during during the Exercise

Directors/Employees the period period price Date of grant Exercise period

Mr. YANG, Tou-Hsiung 4,500,000 – – 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to

0.801 12 June, 2008

Mr. YANG, Chen-Wen 4,500,000 – – 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to

0.801 12 June, 2008

Mr. YANG, Cheng 4,500,000 – – 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to

0.801 12 June, 2008

Mr. YANG, Kun-Hsiang 4,500,000 – – 4,500,000 HK$0.801 13 June, 2003 13 June, 2004 to

0.801 12 June, 2008
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Directors’ Service Contracts
Each of Mr. Yang, Tou-Hsiung, Mr. Yang, Cheng, Mr. Yang, Kun-Hsiang, Mr.

Yang, Chen-Wen and Mr. Wang, Joel J. has entered into a service agreement

with the Company for an initial period of three years. Such service

agreements may continue thereafter unless terminated by not less than

three months’ notice in writing served by either party following the

expiration of the end of the initial term or at any time thereafter.

Each of Mr. Huang, Ching-Jung, Mr. Chao, Pei-Hong and Ms. Chuang, Shu-

Fen has entered into a service agreement with the Company for an initial

term of one year. Such service agreements may continue thereafter unless

terminated by one month’s notice in writing served by either party following

the expiration of the end of the initial term or at any time thereafter.

Mr. Chou, Sze-Cheng has entered into a service contract with the Company

for a term commencing on 31 May 2006 (“Commencement Date”) and

shall continue unti l  the year fal l ing on the third year from the

Commencement Date or the annual general meeting of the Company to

be held in the third year from the Commencement Date, whichever is

earlier or otherwise terminated by the giving of one month’s notice in

writing thereof by either party to the other.

Mr. Ko, Jim-Chen has not entered into service contract with the Company,

and has no fixed term of service with the Company but will be subject to

retirement by rotation and re-election at annual general meetings of the

Company in accordance with the articles of association of the Company.

Apart from the foregoing, no director proposed for re-election at the

forthcoming annual general meeting has a service contract with the

Company which is not determinable by the Company within one year

without payment, other than statutory compensation.

Directors’ Interests in Contracts
Except for the service contracts detailed above, no director had a material

interest in any contract of significance to the business of the Group to

which the Company or any of its subsidiaries was a party during the year.
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Connected Transactions
For the year ended 31 December, 2006, the Company and its subsidiaries

entered into the following transactions with Taiwan Vedan Enterprise

Corporation (“Taiwan Vedan”), its subsidiaries and its related companies,

which constituted continuing connected transactions as defined in the

Listing Rules:

Note US$’000

A. Sale of goods to

– Taiwan Vedan Enterprise

Corporation (“Taiwan Vedan”) (i) 4,085

B. Technological support fee paid

to Tung Hai and Taiwan Vedan (ii) 2,422

C. Technological support fee received from

Taiwan Vedan (ii) 20

D. Commission income received from

Taiwan Vedan in connection with the

Agency Agreement (ii) 73

Notes:

(i) In the opinion of the directors of the Company, sales to related parties were

conducted in the normal course of business at prices and terms no less

favourable than those charged to and contracted with other third party

customers of the Group.

(ii) In the opinion of the directors of the Company, the transactions were carried

out in the ordinary course of business and the fees are charged in accordance

with the terms of underlying agreements.

The Company has been granted conditional waivers by The Stock Exchange

of Hong Kong Limited from strict compliance with the Listing Rules in

respect of the continuing connected transactions above mentioned.

For the year ended 31 December, 2006, the Company and its subsidiaries

entered into various transactions with Shandong Xue Hua Bio-chemical

Co., Ltd. (“Xue Hua”), which constituted connected transactions or

continuing connected transactions as defined in the Listing Rules. The

Directors are of the view that such transactions will provide cost benefits

to the Group for its GA (acronym as “glutamic acid”) and MSG (acronym

as “monosodium glutamate”) manufacturing businesses.

(i)

(ii)
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On 22 December, 2005, Ordino Investments Pte Ltd (“Ordino”), a wholly-

owned subsidiary of the Company and Xue Hua entered into a joint venture

contract to set up a joint venture company, Shandong Vedan Snowflake

Enterprise Co., Ltd. (“JV Company”) in the PRC. Upon the establishment

of the JV Company, the JV Company becomes a 70% non wholly-owned

subsidiary of the Company, and Xue Hua, which holds 30% of the equity

interest in the JV Company, becomes a connected person of the Company

under Chapter 14A of the Listing Rules.

Set out below is a table summarising the non-exempt continuing connected

transactions with Xue Hua as at 31 December 2006 which are subject to

the reporting requirements under Chapter 14A of the Listing Rules:

Note US$’000

E. Provision of certain technology Ordino

services by Ordino to Xue Hua (i) 1,345

F. Supply of certain raw materials

by Xue Hua to the JV Company (ii) 11,354

Notes:

(i) On 22 December 2005, Ordino and Xue Hua entered into an agreement in

respect of the provision of certain technology services by Ordino to Xue Hua

(“Technology Services Agreement”) during the term of the Technology

Services Agreement.

(ii) On 28 December, 2005, Ordino, Xue Hua and the JV Company entered into

an agreement (“Raw Materials Purchase Agreement”) in respect of the supply

of certain raw materials (“Raw Materials”) by Xue Hua to the JV Company.

Ordino Investments Pte Ltd Ordino

( )

70%

30%

14A

14A

(i) Ordino

Ordino

( )

(ii) Ordino

( ) ( )
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Under the Raw Materials Purchase Agreement, Xue Hua will guarantee to

the JV Company that in the event of the GA products produced by the JV

Company utilising the Raw Materials reaching 25,000 tonnes per annum,

the lower of (a) the average profit before tax for each tonne of such GA

products will be not less than RMB450; or (b) the annual profit before tax

for such GA products produced will reach RMB11,470,000, and Xue Hua

will reimburse the shortfall to the JV Company, up to a maximum term of

5 years and an amount of RMB71,420,000 (which includes the service

fees payable by Xue Hua to Ordino under the Technology Services

Agreement) or RMB60,570,000 (which excludes the service fees payable

under the Technology Services Agreement).

Pursuant to the Raw Materials Purchase Agreement, Xue Hua is entitled to

claim reasonable damages from the JV Company in case of the JV Company

sells products to the Group at a price level lower than the then average

selling price available from Xue Hua of a comparable product.

The annual aggregate amount of the Raw Materials to be purchased by

the JV Company from Xue Hua will not exceed the maximum cap of

RMB120,000,000 for each of the three financial years ending 31 December

2008.

GA

25,000 ( )(a)

GA 450

(b) GA

11,470,000

71,402,000 (

Ordino ) 60,570,000 (

)

120,000,000



 Annual Report 2006 51

Report of the Directors (continued)

The directors, including the independent non-executive directors, of the

Company have reviewed the above mentioned connected transactions

and confirmed that:

(a) the connected transactions were:

(i) entered into in the ordinary and usual course of business;

(ii) conducted on normal commercial terms; which were no less

favourable than those available to or from independent third

parties; and

(iii) fair and reasonable so far as the shareholders are connected;

(b) the aggregate amount of sales to Taiwan Vedan did not exceed the

cap amount of US$12 million for the financial year ended 31

December, 2006.

(c) the aggregate amount for each type of the above mentioned

transactions (except for transactons A, E and F) has not exceeded

the higher of HK$10,000,000 or 3% of the net tangible asset value

of the Group as at 31 December, 2003.

(d) the aggregate amount for transaction E has not exceeded the relevant

caps disclosed in previous announcements.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the Company’s articles

of association or the laws of Cayman Islands, which would oblige the

Company to offer new shares on a pro-rata basis to existing shareholders.

(a)

(i)

(ii)

(iii)

(b)

12,000,000

(c) A E F

10,000,000

3%

(d) E
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Substantial Shareholders’ Interests and Short Positions in
Shares
So far as was known to any Director or chief executive of the Company, as

at 31 December, 2006, other than the interests and short positions of the

Directors or chief executive of the Company as disclosed above, the

following persons had an interest or short position in the shares or

underlying shares of the Company which would fall to be disclosed to the

Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,

or which were recorded in the register required to be kept by the Company

under Section 336 of the SFO:

Number of shares in

which interested Percentage

(other than under of issued

equity derivatives) shares

Name

 

Billion Power Limited 460,237,609 30.22%

(Note 1)

1

Taiwan Vedan 460,237,609 30.22%

(Note 1)

1

King International 169,730,196 11.15%

(Note 2)

2

Nordea 1 Sicor FE Value Fund 80,836,000 5.31%

(Note 3)

3

XV 2 3

336

Notes:

1. Taiwan Vedan is entitled to exercise or control the exercise of more than one

third of the voting power of Billion Power and is therefore taken to be

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

2. The capacity of King International in holding the 169,730,196 Shares was as

beneficial owner.

3. The capacity of Nordea 1 Sicor FE Value Fund in holding the 80,836,000

Shares was as beneficial owner.

1. Billion Power 

Billion Power 460,237,609

2. K ing Internat iona l

169,730,196

3. Nordea 1 Sicor FE Value Fund

80,836,000
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Save as disclosed above, so far as is known to the Directors or chief

executives of the Company, no other person (not being a Director or chief

executives of the Company) who had any interests or short positions in

shares or underlying shares of the Company which would fall to be

disclosed to the Company and the Stock Exchange, under the provisions

of Divisions 2 and 3 of Part XV of the SFO, or who was, directly or indirectly,

interested in 5% or more of the nominal value of any class of share capital

carrying rights to vote in all circumstances at general meetings of any

other member of theGroup or held any option in respect of such capital.

Directors’ Interests in Competing Business
Four Directors of the Company, namely, Messrs. Yang, Tou-Hsiung, Yang,

Cheng, Yang, Kun-Hsiang and Yang, Chen-Wen, were also directors of the

Group’s controlling shareholder, Taiwan Vedan. In addition, Messrs. Yang,

Tou-Hsiung, Yang, Cheng, Yang, Kun-Hsiang and Yang, Chen-Wen indirectly

held approximately 19.77 percent., 9.89 percent., 6.18 percent., and 8.24

percent. interest in Taiwan Vedan, respectively and they were therefore

considered as having an interest in Taiwan Vedan under Rule 8.10 of the

Listing Rules.

The Taiwan Vedan Group is principally engaged in, inter alia, the production

of food additive products, including MSG products, and beverages in Taiwan,

which may compete with the Group’s business operations in respect of

the Product Portfolio.

Since Messrs. Yang, Tou-Hsiang and Yang, Cheng are both responsible

only for the overall strategic planning and the business development of

the Taiwan Vedan Group and the Group and the daily operations of the

Group are managed by Messrs. Yang, Kun-Hsiang, Yang, Chen-Wan and

Wang, Joel J. together with an independent management team, the

Directors are of the view that the management and the operational

functions of the Group are independent of and separate from those of

other members of the Taiwan Vedan Group.

For safeguarding the interests of the Group, the independent non-executive

Directors and the Audit Committee of the Company would on a regular

basis review the business and operational results of the Group to ensure,

inter alia, that the Group’s business operations in respect of the Product

Portfolio is and continues to be run on the basis that it is independent of,

and at arm’s length from, that of Taiwan Vedan.

XV 2 3

5%

19.77% 9.89% 6.18% 8.24%

8.10
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Auditors
The accounts have been audited by PricewaterhouseCoopers who retire

and, being eligible, offer themselves for re-appointment.

By Order of the Board

Yang, Kun-Hsiang

Director and Chief Executive Officer

20 March 2007




