Chairman's Statement
FERES

In the first half of 2010, the Group's operation was affected by the
increase in price of raw materials and natural gas in Vietnam and the
depreciation in the Vietnam Dong. Compared with last year, the rise
in cost and drop in selling price of MSG in China has eroded profits.
To mitigate the impact of increasing raw material prices on costs, we
have directed our attention towards improving production efficiency,
maintaining selling prices of existing products in core markets,
developing higher profit margin products and targeting more lucrative
markets while increasing sales efforts. The most unfavourable factor
affecting the Group’s results during the period was the environmental
issue of the Group’s plant in Vietnam involving compensation to the
farmers and fishermen amounting to US$11,800,000. The necessary
adjustment and recognition of this settlement caused the Group to
turn from profit to loss in the period.

The Group's operations recorded a turnover of around
US$152,000,000, an increase of approximately 14% when compared
with the same period in 2009. This was mainly attributable to the
gradual improvement in production output and sales of the major
products of the Vietnam plant. However, the increase in output
and sales of these products when compared with last year has also
prompted the Group to resume the sales of GA and MSG in export
markets. Although export sales has driven the growth in overall
turnover, gross margin recorded a year-on-year drop of 5.7% because
the selling price in export markets was slightly lower than that in the
Group's major markets such as Vietnam and Japan. As the price of
raw carbohydrates and energy continued to rise, and the exchange
rate of the Vietnam Dong depreciated about 3% in February 2010,
all these factors have offset the book profit of the Vietnam plant.
The net loss of the period amounted to US$6,959,000 because the
profit from operations in China was also below expectation, and
compensation to farmers and fishermen was adjusted and recognized
in the period, though a profit of US$4,848,000 was achieved from
operation.

In terms of geographical distribution and segmental performance,
Vietnam and Japan, the Group’s major markets, continued to record
growth in each of our major product segments as we managed to
maintain the selling price level and secure a stable supply of raw
materials. As production capacity of Vietnam plant has gradually
increased when compared with last year, the output and sales
volume of major products including MSG, GA, modified starch and
specialty chemicals such as hydrochloric acid and caustic soda also
increased accordingly. Since the profit of lysine was still lower than
that of GA, the Group continued to phase out its production in the
period. Insufficient production capacity forced a reduction in sales to
ASEAN and European countries. After careful consideration of our
marketing strategy for the year, the Group gradually resumed sales to
these markets during the period. In China, product prices have been
dropping since the beginning of this year. As the production cost was
relatively higher, the results and profitability in this market did not
reach our target and dragged down our overall profit.
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Relevant improvement to equipment and procedures of our SEHUEBEHBN _ZTNFRAIERGEERR
plant in Vietnam had been implemented in accordance with the ERESKMEBRERNTRE TELTK
environmental protection regulations of Vietnam since the end BIEBEEGEN R REE TELESRR
of 2009, and has been approved by the Environmental Protection A0 2 AE B B8 L 9 SR AT - A U B R AR E D IE X
Department and responsible administrative organisations in Vietnam. FRAEF - ZERNAEIBERTENRAR
Since then, the plant has gradually increased its capacity. As for the BEMERME B EFLAK - RAHE S HEEE
loss claims from farmers and fishermen affected by the Vietnam EWBEE = MMM REREETHA B
plant, the Company has cooperated with relevant departments from L e thEAmERRRETE 25T R
the local governments of three provinces, and it has also coordinated AERESHSZHFEMNERAR RAHEZH
with Institute of Natural Resources in Ho Chi Minh City University REUBESHRAERNE —BREE A&
to conduct a scientific study. However, as the case involved several HREKHE - BRI S0  BEAS B RS
parties, including related authorities and numerous farmers and BB BE WM BN REZSHEEM &
fishermen, and a consensus could not be reached on the amount of BEEZRIAGABEMEINESER L
damages, the issue remained unsolved. Until recently, the pressure BESATEBRTERR  HEBREKR
from local community and the media which gradually induced BEHEBAEMZERNHESE-

further complicated matters of this issue. Taking into consideration

the Company’s reputation and long-term commitment in Vietnam,

the management decided to settle the case as soon as possible and

reached an agreement as to the amount of compensation with all

parties.

The Group has reviewed and analysed the reasons for the EEEHR ¥ MR RIBE IR LR - B
unsatisfactory first half results. During the second half of the year, ST H¥F a2 L RADEYEEMERT
the Company expects that the increasing material prices caused by a FEHBFBAMTBHEIERMERZREE LR
limited supply of agricultural products would create more pressure on W RISEEEEEKARTIE N Hit
our production costs. To cope with, the Group has set up a special FEEKRER BN - SE R RRAMG &
unit to expand and diversify procurement sources, thereby stablising TRELENE Z T b BT 9 U - DABRRR T R B
the supply of materials. To stabilize market situation and in view of B2 - ERREMSEEHEREBRONR
rising raw material cost, we intend to maintain a prudent operational iR EER T EE DGRBS R
approach in the second half by securing a stable supply of materials, EEZOED ERERAIUR HEEERIRE
and leveraging our core strengths including improving production FIE AREEERARBEES L WEEE
procedures to enhance efficiency with a major objective to stabilise DHEMS MERAE TS TREEERS
production costs. In addition, The Group plans to consolidate its EERFIER =M

major markets, endeavouring to regain the share of the market

that we previously owned. At the same time we are determined

to maintain or increase our product prices to preserve our profit

margins.

The Group will aggressively strengthen marketing strategies and EEBRAIEBEEDAMEE - NEES EE D
further expand its distribution and sales channels in order to realise TTHH SR M B R (L B BR 2848 - MR IH B AR - A B
the full potential of the Group's sales network and take advantage B IR B E o AR - & B b i E5 B B Ak A B BE
of the reviving economy. At the same time, to further boost its brand Bt - ARBG AR ERBEEE 2B E T
awareness, the Group will launch new products and enhance its sales B MERR - S —HH - HRA=EDH
presence. With a booming economy in Vietnam and an expanding MM LEIRBEABRANEMSZNIERN &F
domestic market in China, the Group plans to identify potential B ERES BHRRNSREIBESEER &
collaborative projects to enhance its geographical coverage, raise its BN BB AR LIRSS R R
international exposure, and ultimately broaden its revenue and profit EMAF 2 IR

streams.

The Group registered a loss in the first half year, and deeply regrets SERFFFHEMNZREE BBREHLE
reporting results which are below the expectation of shareholders. BRI BRI - H R IRR TAE - S EIR
In the environmental protection issue, upon careful reflection PIRE BB R BETKEERRE
and learning from experience, the Group has completed all the M BRI AP EHE ERERKIBEEE
required improvement measures and is well prepared to move on. EZOEFEFNERNANDREE N mi5HEE
The management remains optimistic about the fundamentals of EmBERNELEENSBE AR SENEE
the Group’s core businesses as market demand for its products has BT AEERMABELNBRE -
continued to increase. Moreover, the Group is leading the industry BMEREOUBEOEESRE BEEHES
in production technologies and distribution. We are confident of our EELERE - SR AN AL T FBE  RIR
capabilities, capitalising on our strengths in production and sales, WEMEEE E2FBUERREERMNE
and implementing more effective operating strategies. By continuing EEFERRKE.

with this approach, we believe we will quickly recover and exceed the

higher results and profit targets the Group has set.

By order of the Board AEEED

Yang Tou-Hsiung *E

Chairman BRI

Hong Kong, 26 August 2010 BE ZE-ZTFN\AZ+H
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