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Vedan International (Holdings) Limited
has been listed on the Main Board of
the Stock Exchange of Hong Kong since
2003. The Group is the leading producer
of fermentation-based amino acids, food
additive products and cassava starch-
based industrial products in Asia. Our
products are sold to food distributors,
International trading companies, and
manufacturers of food, paper, textile, and
chemical products in Vietnam and other
ASEAN countries, the PRC, Japan, Taiwan
and several European countries. Most

of our products are marketed under the
VEDAN brand name.

Since the 1970s, our products have been marketed in Vietnam, the
PRC, and other ASEAN countries. To accelerate market expansion, the
Group established Vietnam Vedan in 1991 as our major production
base. Since then, the Group’s production has been undergoing
continuous expansion due to strong growing demand. The Group
is currently the largest MSG producer in the Southeast Asian
region, and the largest supplier of lysine and cassava starch-based
industrial products in Vietnam. In 1995, Vedan acquired a factory in
Xiamen to focus on developing the PRC market. In 2004, the Group
further acquired the assets and MSG business of Shanghai Vedan
Foods Company Limited, which will be developed into its business
operations center in the PRC, signifying its determination and
commitment to become a major player in the PRC market. To ensure
the Group has a stable supply of starch and a strong production
platform for starch related products, Vedan Vietnam acquired Ve-Thai
Tapioca-Starch Co. Ltd. in November 2005. In December the same
year, Shandong Vedan Snowflake Enterprise Co., Ltd. was established
and started production of GA in April 2006. Shandong Vedan
Snowflake will play a crucial role in Vedan's global supply chain in the
future, allowing it to meet the demand and to stabilise prices of raw
materials, hence facilitate its business development strategy in the
PRC.

Leveraging on our production facilities located in Vietnam and the
PRC, steady upstream supply of raw materials, our possessing of
advanced fermentation production technology and other biochemical
processing technology, coupled with the experienced management
team, the Group boasts strong competitiveness over its peers.
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Financial Highlights
MBERE

BEt-A=+-BHLEE

For the year ended 31 December

2016 2015
us$'000 US$'000 Difference
TER FTE £8
Revenue Wi 327,640 327,821 0%
Gross profit EH 79,030 60,703 30.2%
Profit for the year REZHEM 22,233 11,830 87.9%
Profit attributable to owners BEARMEEN 22,501 12,095 86.0%
Basic earnings per share BRERZF 1.48 US centsEfl  0.79 US cents
Diluted earnings per share BREBERF 1.48 US centsEl 0.79 US centsAll
Final dividend proposed per share BEGRAARE 0.837 US centsE{l  0.301 US cents 1
Total dividends paid and B R E R
proposed per share Rk EER 1.478 US centsEfll  0.476 US cents 1l
PROFIT/(LOSS) ATTRIBUTABLE TO OWNERS REVENUE
EEAEGRR (BER) W =
in US$'000 FZ7T in US$'000 FZ7T
25,000 22,501 350,000 325,627 327,821 327,640
20,000 300,000
6 12,095 250,000
200,000
10,000
150,000
2000 (2,434) 100,000
0 | 50,000
-5,000 0
2014 2015 2016 2014 2015 2016

REVENUE BY PRODUCTS
REm7E2WE
12 months ended 31 Dec 2016
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REVENUE BY GEOGRAPHIC LOCATION
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12 months ended 31 Dec 2016
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¢ Great Vision
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Chairman’s Statement

FERES

Armed With Modern
Technology And Sound
Management, We Have
Successfully Created A
Number Of Quality Products
To Cater To The Consumers’
Tastes And Demands.

RE IR AR

BHEIR HPFEEIZE
EEEmM ND&
HEBEMOKRME K.

Yang, Tou-Hsiung #5 S8 i
Chairman=® &

Long-established in Asia, Vedan International (Holdings) Limited is  BRABIER (%) BBR A G B2 2 A BB
a premier manufacturer of fermentation-based amino acids, food AEERMAEEDER - B RN MNAZ BN B
additive and cassava starch-based products. Its prominent reputation — E R EIZEER - K ABREAK I EENE A
has been built on the quality manufacture of MSG, a key food EEEMNKBESRL MEEZRHANYE
additive lying at the heart of the unique tastes of Asia’s two billion M= +EEEHZHOKPIHEEB AL
consumers. The Group's vision of the future is simple: to expand SEEARKHNBIZ: HE KRR MNTE  BEH
and enrich its markets across the Asian region while developing new E i Aim B HEENFTK -

products for the demand of consumers.
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In 2016, the global economy remain troubled by uncertainties
brought by Brexit, the outcome of the US presidential election, the
changing market and economic conditions in the PRC, and interest
rate hike by the Federal Reserve in the US, consequently resulting
in fluctuations in international exchange rates and interest rates.
The unstable situation in the Middle East and Europe also added
uncertainties to the market. Nonetheless, material and energy costs
of the Group's Vietnam factory have remained relatively stable
during the year; hence production costs have gradually stabilised
and facilitated higher overall profitability. Still, the price competition
affecting various markets that the Group operates in has shown
no sign of abating, which not only affected these major markets
but also the Group’s revenue and profitability. To cope with such
situations, the Group has switched its focus to stabilising costs
and actively expanding its businesses by strengthening sales efforts
and developing new products with the ultimate aim of boosting
profitability.

Looking at the Group's operations and profit for 2016, turnover
amounted to approximately US$327,000,000 during the year, which
is similar to the last corresponding period though dipping slightly
by US$181,000 year-on-year. Although the competitiveness of the
Group's production operations has improved, and the overall sales
volume of its products has recorded growth in most regions, the
Group's total revenue has declined modestly, mainly due to persistent
price competition in the international market which dragged down
the selling price of various products and affected the Group’s revenue
growth. Nonetheless, the Group’s gross profit grew substantially by
30.2% over the previous year to US$79,030,000, benefitting from
the decline in overall production cost resulting from generally stable
material and energy costs. Net profit of the Group increased by
US$10,403,000 to US$22,233,000, and net profit margin stood at
6.8%.

Vedan International (Holdings) Limited & FBEIER (28) GR A7
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In terms of major geographical markets and segment performance,
in Vietnam, the economy has been on the road to recovery and
together with the stabilised energy and material costs, thus enhanced
competitiveness of its products. Revenues of various products of the
Group including hydrochloric acid, soda, modified starch and maltose
recorded increases. However, the sales progress of MSG products has
been affected by continuous import, and the unfavourable climate
in Vietnam in the first half of the year also hindered the sales of
fertiliser. All of these factors impacted the overall performance of the
Vietnam operation, which recorded a year-on-year decline in revenue
of 5.3%. In respect of the PRC operation, due to the slowdown in
economic growth, depreciation of the RMB, along with weakening
market demand and intense competition, the Group recorded a year-
on-year revenue drop of approximately 7.6%. On the other hand,
revenue from the Japan market grew by 4.1% year-on-year due
to sales increases from MSG and modified starch. The reduction in
production cost combined with the increasing competitiveness of
MSG and modified starch in the market during the year have also
led to growth in revenue from the ASEAN and European markets of
approximately 11%. The US market saw higher growth in revenue
as well from the sales increases in MSG and modified starch when
compared with the previous year, underpinned by rising revenue from
MSG and maltose.

As for the performance of the Group’s products, although revenue
from its leading product, mainly MSG-related products, decreased
due to price competition, its profit rose year-on-year benefitting from
stabilised energy and material costs, enhanced competitiveness and
greater contribution from stronger brand and distribution channels.
Revenue of modified starch, another key product of the Group,
increased as compared with the previous year owing to the Group's
ability to stabilise its cost, secure new customers and realise product
synergy. In respect of hydrochloric acid and soda, which are under the
specialty chemicals segment produced by the Group, revenue of such
products recorded steady growth when compared with the previous
year, and can be attributed to more stable demand for fundamental
chemicals in Vietnam as market sentiment in the country gradually
improved. Regarding the Group's fertiliser products, the drought
and soil salinisation that occurred in Vietnam in the first half of the
year affected domestic demand. Overseas sales also dropped notably
due to intense product and market competition which caused the
price of similar products to fall. However, thanks to the growing
demand and increasing sales of amylase in Vietnam, as well as the
Group's effective marketing channels and strategies, sales from its
new maltose plant soared by 60.5% year-on-year and its profit also
gradually increased. The new plant has not only served as another
revenue growth driver, but has also enhanced the production
efficiency of the Group’s existing maltose plant and diversified its
starch business.
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During the year, driven by an improved cost structure and
strengthened businesses, the Vietnam plant of the Group has
gradually gained profit growth momentum. However, threats arising
from currently intense price competition among various products
have continued to grow, while overall economic uncertainties also
linger in the operating environment. To cope with these challenges,
the Group will review its strategies and mechanisms on a timely
basis and adopt a more flexible raw material procurement procedure,
as well as improve production technologies. Such actions will help
stabilise costs and maintain the competitiveness of its production
capabilities. It is noteworthy that the Vietnam Government has
entered into a number of free-trade agreements which are expected
to boost mid-to-long-term economic growth. In the area of sales
and marketing, the Group will seize opportunities to expand in
the Vietnam market, while also focus on emerging markets with
development potential as well as strengthen its distribution channels.
For the mature channels, the Group will integrate its marketing
strategies and expand its sales channels in order to realise the
full potential of its sales network. It will also increase R&D efforts
on new products and introduce new products to raise brand
awareness. As for the PRC operation, in addition to bolstering its
business development team, the Group will continue to expand
in regional markets and develop new products with higher gross
profit. The Group will also review and identify potential acquisitions
and strategic collaborations in projects, leverage its geographical
reach and international experience, and establish overseas business
presence in order to improve its operational efficiency and broaden its
revenue streams.

Vedan International (Holdings) Limited R fBIER (=8) GR A7
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We realise that the uncertain global economic conditions and
operating environment will present many growth opportunities, but
also tough challenges to the Group'’s operations. In the face of these
variables, the Group will conduct in-depth planning and reviews, as
well as formulate relevant strategies to capture opportunities and
overcome the challenges ahead. Looking at 2017, the Group believes
that the competitiveness of its production operations has gradually
improved. This, plus an open market in Vietnam and presently stable
economic growth across the region have raised the operation team’s
confidence in promoting sales and further expanding into different
business sectors. As the Group enters a stable phase in the business
cycle, it has observed signs of an upswing as its operation develops
and advances. Recognising the ever-changing operating environment
and the opportunities presented to the Company, as well as the
responsibilities on its shoulders, the management at all levels will
execute strategies devised by the Group in a proactive, pragmatic
and prudent manner, with the aim of achieving breakthroughs and
growth in both results and operations.

By Order of the Board
Yang, Tou-Hsiung
Chairman

Hong Kong, 28 March 2017
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In 2016, the recovery of the global economy continued to be
sluggish, mainly because the pace of growth of developed
countries including the US, Japan and Europe fell below
expectations, the PRC economy has undergone a fundamental
shift, political and economic conditions in Europe and the
Middle East were unstable and the growth momentum of
emerging markets slowed down. In addition, uncertainties
brought by the course of Brexit after the referendum in June
and other variables in the global economy have affected
the financial markets, global trading and the confidence of
consumers and investors. In 2016, global economic growth
dropped to 2.4%, the lowest since the global financial tsunami
in 2008.

Vietnam’s Gross Domestic Product (GDP) grew 6.21% in 2016,
lower than 6.68% in 2015, mainly due to weather change.
In the first half of the year, Vietnam suffered from severe
drought and soil salinisation, hence forestry and aquaculture
only increased 1.36%, the lowest in five years, which dragged
down the overall GDP growth. During the year, the Consumer
Price Index (CPI) in Vietnam climbed to 2.66%, with prices of
food and beverage products up around 2%. Besides, Vietnam
recorded a trading surplus with foreign capital flowing into the
country, so its foreign exchange reserve surged to a historical
high of US$41 billion, which can help to stabilise the exchange
rate of the Vietnam Dong. The country’s economic growth
target for 2017 is 6.7%, and is expected to exceed the growth
in 2016.

The Group's revenue for the year under review amounted
to approximately US$327,640,000, which was US$181,000,
slightly lower than in the previous year. Its gross profit of
US$79,030,000 leaped 30.2% or US$18,327,000 above the
previous year with overall gross profit margin up from 18.5%
of the pervious year to 24.1% in 2016. The Group’s net profit
for the year also surged US$10,403,000 or 87.9% year-on-year
to US$22,233,000 with net profit margin up from 3.6% of the
pervious year to 6.8%. The profit growth during the period was
mainly attributable to: 1) stable material and energy costs, 2)
continuous strengthening of the brand and channels, and 3)
a higher export market share. These factors are also likely to
bolster the Group's operating performance in 2017. Although
material and energy costs are expected to rise and in fact have
slightly increased, the Vietnamese government has signed
several free trade agreements. As the market has increasingly
become more open, the economy in Vietnam is expected to
rebound gradually. Therefore, the Group will strive to maintain
steady performance in its operations, and the management is
prudently optimistic about its business prospects in the near-
term future.

14  vedan International (Holdings) Limited B EIBS (328R) HR AR
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Sales Analysis by Market

(=) WEHETH

Unit : US$'000 BAL:TFET
2016 2015 Difference
—E-RE 0% =8
Amount % Amount % Amount %
Area & £8 % G % ok %
Vietnam i 160,615 49.0% 169,527 51.7% -8,912 -5.3%
Japan AAK 66,793 20.4% 64,176 19.6% 2,617 4.1%
The PRC 2 31,853 9.7% 34,430 10.5% -2,627 -7.6%
ASEAN i) 32,422 9.9% 28,992 8.8% 3,430 11.8%
Other regions Hi 35,957 11.0% 30,646 9.4% 5,311 17.3%
Total A&t 327,640 100.0% 327,821 100.0% -181 -0.1%
1. Vietnam 7 HE TS

During the year under review, the Group’s
turnover in Vietnam market dropped by 5.3% or
US$8,912,000 to approximately US$160,615,000.
The sales of modified starch and amylase products
increased this year, but other products were
continuously imported from overseas, so the market
prices were chaotic with intense competition
and the average selling price of various products
declined as a result. The extended influence of
El Nino in the previous year leading to drought
and soil salinisation in different places in the first
half of the year has caused considerable damage
to the crops in Vietnam, and drastically affected
local agriculture. The Group’s fertiliser and feed
product sales in Vietnam have notably decreased as
a result when compared with that of the previous
year. These developments have trimmed down the
revenue, and the share of Vietnam market dropped
from 51.7% in 2015 to 49.0%.
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Sales Analysis by Market (continued)

2.

Japan

The Group’s revenue from the Japan market
increased in the second half during the year,
and total revenue for the year was up 4.1% or
US$2,617,000 to US$66,793,000 year-on-year. The
major reasons for the increase were the Group's
efforts to leverage stable customer relationships,
commit to product quality and secure new
customers. Hence, the proportion of revenue from
the Japan market to total revenue reached 20.4%
during the year, higher than 19.6% in the previous
year, and the country remained as the second
largest geographic sales market. The Japanese yen
was highly volatile during the year due to concerns
about Brexit and the result of the US presidential
election, the Group will pay close attention to the
fluctuations and trends of its exchange rate in the
future.

The PRC

Revenue from the PRC market reached
US$31,853,000, representing a decrease of
US$2,627,000 or 7.6% from the previous year. Its
share in the Group’s total revenue reduced from
10.5% in the previous year to 9.7%. The decrease
in revenue in this market was due to the combined
effect of slower economic growth, sluggish sales
and decrease in product selling prices, which have
affected the overall revenue accordingly.

ASEAN member countries

In the ASEAN market, excluding Vietnam, revenue
increased by 11.8% or US$3,430,000 in the
previous year to US$32,422,000 during this year,
and its proportion of the Group’s total revenue
increased from 8.8% to 9.9%. The Group's
efforts to consolidate market channels, actively
secure new markets and customers and the
free trade agreements among ASEAN member
countries gradually yielded benefits and enhanced
competitiveness, and all of these factors have
combined to boost the sales and ultimately the
Group's revenue.

Vedan International (Holdings) Limited R fBIER (=8) GR A7

(=) TEHETH (F)

2

=N

EBBEATSBFRTEFER
N 2 F & U E66,793,000
EL B EFENL 1%KL S
2,617,000% 7T - AR SEE BN
RAPHBEFPIBRERR Em
B o B RELET R P RO B
FHATSRAE 25 %
EEEIE04% SR EF
219.6% N AEBEE=XKH
EMB-FR - BEZIEEH
iR BRRBERY
2 ERXRARBEY SEBE
PBE AEERRR 7 EE)E

# [ 77 5

X F miEE KA
31,853,000% 7T * & k= F ik
2,627,000 7T 347.6% * &
b EFREM10.5%0F
£9.7% o F T 15 & WUR
FERRARLEKRME
EHETIR AERBEER
TR HEFERRENENE
o

HETS

RERBEME REEZIN

& A32,422,000% 7 ¢

B EFENI1.8%% &8
3,430,000% T ' fhEE A& I
F8.8% 18 £9.9% o & Ug 1 N
FEAREERNZEEMISE
B BEREIMESEHES

HRRBERENEHE S
EXE hERBHmAERBER B
BRI HEBUE R



Sales Analysis by Market (continued)

5.

Other regions

Revenue from other regions totaled US$35,957,000
during the year, representing an increase of 17.3%
or US$5,311,000 from US$30,646,000 in the
corresponding period of the previous year. The
proportion of this segment of the Group’s total
revenue increased from 9.4% to 11% mainly due
to the growth in the US and other new markets.
Among the products sold in these markets, except
for MSG-related products, new products including
maltose and fertilisers began to bear fruits, thanks
to the efforts in securing new customers.

Sales Analysis by Product
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MSG/GA Wi/ ARk 228,893 69.9% 230,344 70.3% -1,451 -0.6%
Modified starch/Native ~ E 1R,/
starch KRB 40,393 12.3% 38,628 11.8% 1,765 4.6%
Specialty chemicals KLEM 22,518 6.9% 22,557 6.9% -39 -0.2%
Fertilisers and P &R 1L EE
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Others Hit 20,223 6.1% 16,510 5.0% 3,713 22.5%
Total st 327,640 100.0% 327,821 100.0% -181 -0.1%
1. MSG and GA 1 B FEH 2 £

Revenue of MSG and GA amounted to
US$228,893,000 during the year, 0.6% or
US$1,451,000 less than the previous year. The
decrease in revenue was mainly attributable to
a larger volume of imported goods into Vietnam
leading to keen market competition and lower
average selling prices, thus eventually notably
affecting the revenue. However, the Group recorded
growth to varying extent in overseas markets
including the US, EU, ASEAN and Japan. In all, this
product’s proportion in overall revenue marginally
dropped from 70.3% of the previous year to 69.9%
in 2016.
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Sales Analysis by Product (continued)

2.

Modified starch/Native starch

The Group's starch (both modified starch and native
starch) recorded a revenue of US$40,393,000
during the year, up by 4.6% or US$1,765,000
in the previous year, mainly due to stable
production costs and the positive results from
new product development and new customers.
Sales of modified starch recorded growth in many
geographic markets. Thanks to the increased sales,
its proportion within the Group’s total revenue
increased from 11.8% to 12.3%.

The amylase business that the Group launched
in recent years has become the star product,
generating a revenue of US$10,814,000, soaring
60.5% or approximately US$4,075,000 higher than
the same period of the previous year. The increase
was mainly because its product quality gradually
gained recognition from current customers as well
as the Group has also successfully secured new
customers which served to boost the sales.

Specialty chemicals/Fertilisers and feed products
Specialty chemicals including hydrochloric acid,
soda and bleach are principally sold in the Vietnam
market. The revenue from specialty chemicals
during the period amounted to US$22,518,000
slightly decreased by 0.2% or US$39,000 vyear-
on-year and the contribution to the Group’s total
revenue was maintained at 6.9%. During the year,
all industries in Vietnam were affected by the
slowing economic growth which also directly hit
the demand of fundamental chemical raw materials
and especially the import of similar products. This
has led to an imbalance in supply and demand
and erratic fluctuations or drops in prices which
eventually affected the revenue of related products.
However, the trend has improved in the fourth
quarter, together with the gradual recovery in the
sentiment in Vietnam of the economy has driven
the recovery in demand for basic chemicals. The
year-on-year growth in sales volume of these
products also indicates that there is room for
growth in the specialty chemicals sector. The
turnover of hydrochloric acid during the period has
been US$5,881,000, representing an increase of
0.6% or US$38,000. Turnover of soda decreased by
0.9% or US$123,000 to US$14,039,000.
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Sales Analysis by Product (continued)
3. Specialty chemicals/Fertilisers and feed products

(continued)

In the first half of 2016, some regions in Vietnam
suffered from drought and soil salinisation due to
the unfavorable weather. Demand for fertilisers
dropped sharply within a short period of time and
resulted in excess supply in Vietnam’s fertilisers
market. Increase in imports of similar products has
also led to more severe price competition and the
eventual substantial decline in the market price of
fertilisers in Vietnam. The international sales market
was also affected by similar price competition. All
of these factors have led to the Group's fertilisers
and feed products substantially decrease in
revenue. Revenue of the products during the period
amounted to US$15,613,000, representing a year-
on-year decrease of 21.1% or US$4,169,000. Its
contribution to the Group’s total revenue also
dropped from 6.0% to 4.8%.

Cassava/Starch

More farmers in Vietnam have expanded cassava
plantation areas because the price of rubber has shown
a greater decline during the year under review. The
plantation areas in Vietnam's neighbour Cambodia
have also expanded, this together with the upgrade
in plantation technologies have resulted in the rising
production volume of cassava, therefore, the Group also
imported raw materials from Cambodia. Although the
overall cassava supply in Southeast Asia has increased,
the oversupply of corn grain in the PRC and other factors
have led to weaker demand from the country for the
import of cassava raw materials, and eventually affected
the mass export of cassava materials from Vietnam to the
PRC. The price of cassava starch has therefore dropped
considerably.
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Molasses/Sugar source

After suffering from oversupply and a substantial price
drop over a few consecutive years in the global sugar
manufacturing industry, the global sugar market finally
experienced a supply shortage due to climate change
and a subsequent adjustment in the production volume
in the industry in 2016. The production volume of major
sugar manufacturing countries such as Thailand, Brazil
and India has also been reduced. Prices of raw sugar
rose to their highest level in recent years. The change
in the sugar manufacturing industry also affected the
production capacity and price of molasses and amylase.
Looking at 2016/2017, the normal climate condition
would see a possible increase in production volume in
various countries, and the market will realise a balance in
supply and demand while the price of sugar will be less
volatile. The Group will continue with its strategies of
securing stable sugar sources, looking for those sources
which can be used as raw material and adopting flexible
procurement procedures so as to ensure a stable supply of
these raw materials.

Energy

The energy price has rebounded after hovering at low
levels for a long period of time. The price is expected to
gradually rise in the future.

As for coal, the Group’s core fuel for production, after
attaining the high level of more than US$130/tonne, the
global coal price has been dropping sharply to a trough
of about US$40/tonne in February 2016. A direct reason
for the decline was the breakthrough in exploitation
technology for shale gas in the US, which has directly and
indirectly dragged down crude oil prices to a great extent.
The deep-rooted causes of the decline included the excess
supply and weak demand in key markets including the US
and Europe. However, in the second half of 2016, factors
such as the closing or reduction of production by some of
the international production facilities, the PRC’s policy to
reduce inventory days and the international energy price
have alleviated the imbalance in supply and demand in
the coal market. The market has started to show notable
improvement since the second and third quarter in 2016.
And after experiencing a long period of decline, the price
of coal has rebounded sharply and the Group expects the
price to continue to rise in 2017.
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Energy (continued)

The wholesale price of electricity in Vietnam has increased
2% to 5% in 2016, which was mainly attributable to
the increase in coal prices and the strong US dollar in
late 2016. The price of electricity is expected to rise in
2017 as well. Nevertheless, the Group has reduced the
purchase of external electricity and increased the use
of self-generated electricity since the adoption of the
co-generation power system. Consequently, the rise of
electricity charges has only posed a minimal impact on
the Group's operations.

Liquidity and Financial Resources

As at 31 December 2016, the Group had cash and short-
term bank deposits of US$88,497,000, US$24,977,000
or around 39.3% higher than at the end of 2015. Short-
term bank borrowings decreased by US$10,493,000 or
around 45.4% to US$12,620,000 compared to the end of
2015, while mid-to-long-term bank borrowings declined
by US$4,423,000 or around 15.5% to US$24,190,000.
Total bank borrowings amounted to US$36,810,000,
US$14,916,000 or around 28.8% less than that at the
end of 2016. The borrowings were mainly denominated
in US dollars, which accounted for 98.6% of the total,
with the remaining 1.3% denominated in New Taiwan
dollars. The proportions of short-term and medium-to-
long-term bank borrowings were 34.3% and 65.7%
respectively. Net interest expenses during the year
dropped by about US$148,000 from the corresponding
period of the previous year.

Trade receivables for the period were US$27,993,000,
representing a decrease of US$1,870,000 or around 6.3%
when compared with the end of 2015. Around 93.0%
of the trade receivables were due within 30 days. Total
inventory was US$65,282,000, down by US$14,755,000
or around 18.4% when compared with the end of 2015.

The gearing ratio (total borrowings to total capital ratio)
was 13.2% during the year, which was lower than
18.9% in the end of 2015 due to the decline in bank
borrowings. And as cash was higher than borrowings, the
Group’s net gearing ratio (total borrowings less cash and
deposits to total capital ratio) was -18.5%, a further drop
from —4.3% at the end of 2015.
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Liquidity and Financial Resources (continued)

Current liabilities decreased sharply because of a decrease
in short-term borrowings, so current ratio rose from 3.8
at the end of 2015 to 4.0, while the quick ratio increased
from 2.1 to 2.7. The financial position of the Group
remained sound.

Capital expenditure

During the year, capital expenditure amounted to
approximately US$12,153,000, US$1,143,000 lower than
the capital expenditure of US$13,296,000 recorded in the
pervious year.

Exchange rate

During the year, many foreign companies made
investments in Vietnam based on their strong confidence
in the future development of the country, and the
investment capital inflow by way of foreign direct
investment (FDI) was impressive. The annual foreign
exchange reserve of Vietnam reached a historical high
of US$41,000,000,000, which has provided the Vietnam
Dong support to maintain a stable exchange rate of the
currency to the US dollar. The State Bank of Vietnam
has adopted a new exchange rate management system
since 4 January 2016, in which it adjusted the daily fixed
exchange rate of the day based on the domestic and
overseas economic conditions of the day. This system has
made the Vietnam Dong less vulnerable to the external
impact and the foreign currency speculative activities.
Consequently, the Vietnam Dong was relatively stable
when compared with other currencies in the first half of
the year. Since the second half of the year, the currency
was also affected by the depreciation of the RMB,
anxieties about Brexit and the US presidential election in
November as well as the interest rate hike by the Federal
Reserve in December. The sharp increase in the value
of the US dollar has inevitably led to the depreciation
of the Vietnam Dong, but the exchange rate remained
relatively stable when compared with other currencies.
The Vietnam Dong only depreciated against US dollar
by 1.1% to 1.2% in 2016. The State Bank of Vietnam
expects the imports into the country will continue to
grow in 2017, but exports will tend to drop due to the
comparatively weak competitive position of the Vietnam
Dong against other currencies and could potentially
cause the trade deficit. The international trade cash flow
will also affect the exchange rate of the Vietnam Dong
and the currency is generally expected to show a slight
depreciation in 2017.
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3. Exchange rate (continued)

The Group's subsidiaries in the PRC are mainly for
domestic distribution and the transactions there are
denominated in RMB. During 2015, the median exchange
rate of the RMB depreciated by 6%. Stepping into 2016,
the RMB-USD exchange rate was better managed, with
only a moderate increase recorded in the first quarter
while it started to depreciate again in the second quarter
of the year. It further depreciated after the result of the
Brexit referendum in the UK was announced. The RMB
depreciation suffered the biggest fall in 2016 since the
RMB's huge depreciation in 1994. For the whole year
of 2016, the RMB depreciated by 6.6%. Many experts
believe that trend of depreciation of the RMB will
continue in 2017.

Approximately 50% of the Group’s revenue was in US
dollars. This could basically balance out the need for the
US dollars, so the potential exchange risk was relatively
low. The Group continues to closely monitor the changes
of exchange rates of various currencies and endeavours to
avoid exchange loss resulting from large volatility in the
operations as much as possible.

4. Dividends
Basic earnings per share were 1.48 US cents. The Board
has resolved to declare the payment of a final dividend of
0.837 US cents. The dividend payout ratio was 100%.

Looking ahead to the development in 2017, amidst the
changing global backdrop and economic shifts, global
economic growth estimates are generally optimistic yet
prudent. However, the overall economy and trade demand still
has not demonstrated a recovery to any great extent. There
is still excess production capacity and supply of products,
while the price competition in the industry that the Group is
involved in is expected to continue. Moreover, the uncertainties
over the policies of the world's major countries lead to more
complicated economic conditions in the future, which in turn
uncertainties to the operations of the Group.
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In recent years, the Group has reinforced its corporate
structure, secured stable raw material supplies, improved
production efficiency, stabilized production costs, enhanced
marketing and business development efforts and developed
new products, new markets and new customers and so on. As a
consequence, initial signs of improvement are evident. Despite
of facing numerous uncertainties in the future, the Group will
continue to adhere to its development strategies and adopt
measures to ensure such strategies are well-implemented,
including:

- Product lines will be restructured to raise the proportion
of high value-added products. The number of items
with low gross profit will be reduced to maintain the
reasonable product profitability.

- New products will be developed as the Group seeks out
new markets. It will increase the number of new agents
and customers, enhance the existing distribution channels
and maximise the branding efforts so as to further
reinforce the Group’s business development.

- The Group will strengthen the procurement of key
materials in bulk quantities.

- The Group will continue to enhance production
technology in order to improve the production efficiency,
and at the same time continue to implement energy-
saving projects.

- The Group will develop customised production techniques
and enhance the production scale of new products by
more effectively utilising its resources, collaborating
with different industries and customers, and conducting
regular evaluations. More products from third parties will
be introduced to fulfill customers’ needs in a segmented
market and bolster offerings to niche markets.

- Based on the strategy of “co-opetition,” the production
base in Vietnam will be used to develop markets in
ASEAN and FTA nations. This complementary relationship
can develop relevant businesses with added value.
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—  The Group will consider pursuing its market penetration - ZENRBEIRB L EERS - LT
in ASEAN countries by setting up business footholds, so R EBES FAEEREK &
as to extend its business network from Vietnam, explore HRENE BEEARNEERE -
business opportunities for its products, broaden its brand
influence and eventually expand its business presence.

— By strengthening its financial management, the Group - BEMBER ERANGHFRE -
can enhance efficiency and optimise the asset utilisation MABEFRRERR L LER
rate. Steps will also be taken to mitigate the risk of SRS IR EIREIG K 28 - ariE
foreign exchange and interest rate fluctuations amidst the - MENRBREE I

increased turbulence in financial markets.

The Group will maintain flexible approaches at operating BEELEIRBELRE SENKCEER
level to cope with the rapidly changing business environment. BREFEHETNTHLIR REELE
Apart from maintaining fundamental operations, the Group ERTESN - TH ¥ 5 3R 35 1R 60 SR A%
will also devote more efforts to formulating strategies for EREBERA-REZBEABE - #AKE
new environments. While there are challenges in the current AnERe EREEREEEANANK
situation, there are still opportunities. The management is EER FERENRTSEER XA
confident that by implementing strategies cautiously and BESIEMLERS SEEBEEE—F
prudently based on its solid business foundation and capturing B 2 B B B R o

opportunities actively and efficiently, the Group will achieve
further breakthroughs and development in its operations.
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High Quality
Hih-Demand Products




At the heart of Vedan International’s
business success is a group of core
products with widespread applications
and strong brand recognition, one

of the Group’s most important and
well-guarded assets. Its renowned
“Vedan"” brand MSG, for example, is
considered essential throughout the
food processing industries across Asia
for its role in enhancing the flavours
of a range of foodstuffs, and enjoys a
huge and constantly growing market
throughout Vietnam, the PRC, ASEAN

countries, Japan and the United States.
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Mr. YANG, Tou-Hsiung, 74, the Chairman and an Executive Director
of the Company. Mr. YANG, Tou-Hsiung graduated from Taichung
Min Der Commercial Vocational High School. Mr. YANG, Tou-Hsiung
has approximately 54 years’ working experience in the MSG industry
and is one of the founders of the Taiwan Vedan Group. Mr. YANG,
Tou-Hsiung is responsible for formulating our overall corporate
strategy. Mr. YANG, Tou-Hsiung is also a director of Vedan Vietnam,
Taiwan Vedan, Billion Power Limited and King International Limited.
Mr. YANG, Tou-Hsiung is also an executive director of Taiwan Amino
Acid Manufacturers Association.

Mr. YANG, Cheng, 62, an Executive Director of the Company. Mr.
YANG, Cheng had approximately 41 years’ working experience in the
MSG industry. Mr. YANG, Cheng is responsible for formulating our
business development strategy. Mr. YANG, Cheng is also a director of
Taiwan Vedan, Billion Power Limited and King International Limited.
Mr. YANG, Cheng is presently the Chairman of Vedan Culture and
Education Foundation, one of the advisers to the Taichung City
Government, the commissioner of Industrial Development and
Investment Promotion Committee of Taichung City, the executive
director of Chunghwa Real Property Research Association, Executive
director of New Taiyuan Urban Development Association and the
supervisor of Taichung Culture & Education Foundation. Mr. YANG,
Cheng obtained an EMBA Degree from Xiamen University in the PRC
in 2004.

Mr. YANG, Kun-Hsiang, 59, the Chief Executive Officer of the
Company. Mr. YANG, Kun-Hsiang is responsible for overseeing the
Group's operations and strategic management. Mr. YANG, Kun-
Hsiang obtained a master degree in agricultural chemistry from Meiji
University, Japan. Mr. YANG, Kun-Hsiang has been involved in the
development of the business operations of Vedan Vietnam since
1991. Mr. YANG, Kun-Hsiang is currently a director and President of
Vedan Vietnam and also a director of Taiwan Vedan, Billion Power
Limited and Concord Worldwide Holdings Ltd. Mr. YANG, Kun-
Hsiang is also the Chairman of Taiwan Amino Acid Manufacturers
Association and Mr. YANG, Kun-Hsiang has 30 years’ working
experience in the MSG industry.

Mr. YANG, Chen-Wen, 53, an Executive Director and a director of
Vedan Vietnam, Taiwan Vedan, Billion Power Limited, High Capital
Investments Limited and also the President of Dan Lian Biotechnology
Corporation. Mr. YANG, Chen-Wen has approximately 20 years’
working experience in the MSG industry. Mr. YANG, Chen-Wen is
responsible for coordinating our purchase activities. Mr. YANG, Chen-
Wen obtained a bachelor degree in mechanics in 1993 from Waseda
University, Japan.

Mr. YANG, Kun-Chou, 57, an Executive Director. Mr. YANG, Kun-
Chou had approximately 35 years’ working experience in the food,
beverage and consumer products industry. Mr. YANG, Kun-Chou is
a director and Vice President of Taiwan Vedan and is also a director
of Vedan Vietnam, Shanghai Vedan, Xiamen Vedan (formerly known
as Xiamen Maotai) and Concord Worldwide Holdings Ltd. Mr.
YANG, Kun-Chou also holds directorship in Ve Wong Corporation (a
company listed on the Taiwan Stock Exchange Corporation) since 28
June 2006.
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Mr. HUANG, Ching-Jung, 63, a Non-executive Director and
Chairman of Shanghai Vedan and Xiamen Vedan (formerly known
as Xiamen Maotai). Mr. HUANG is also the Vice President of Taiwan
Vedan. Mr. HUANG graduated from the department of accounting
and statistics of the National Taichung Commercial College, Taiwan
in 1974. Mr. HUANG has approximately 39 years’ experience in
administration and finance.

Mr. CHOU, Szu-Cheng, 56, a Non-executive Director. Mr. CHOU is
the Supervisor of Taiwan Vedan and an Independent Non-executive
Director of Shin-Kuen Plastics Co., Ltd. (a publicly-traded company on
the Taiwan Stock Exchange Corporation). Mr. CHOU was the director
and legal consultant of Wincome Incorporation and a supervisor of
Shih-Kuen Plastics Co., Ltd. (a publicly-traded company on the Taiwan
Stock Exchange Corporation). He has over 24 years of experience in
the legal industry. Mr. CHOU obtained his Bachelor of Law degree
from Soochow University, Master of Law degree from East China
University of Political Science and Law and Doctorate of Law degree
from Peking University.

Mr. CHAO, Pei-Hong, 55, an Independent Non-executive Director
and a member of the Audit Committee. Mr. CHAO obtained a
bachelor degree in law in 1984 and a master degree in law from
Soochow University, Taiwan in 1986 and a master degree in law
from the University of Houston in 1992. Mr. CHAO is an executive
partner of Jurist Law Offices, a law firm in Taiwan. Mr. CHAO is
also a director of Hua Yu Lien Development Co., Ltd (a company
listed on the Taiwan Stock Exchange Corporation, formerly known
as Fui Industrial Co., Ltd. and was renamed on 19 June 2013) and
the Independent Non-executive Director of Force-MOS Technology
Co., Ltd (an emerging-stock company on the Taiwan Stock Exchange
Corporation). Mr. CHAO has approximately 26 years' experience in
his practice.

Mr. KO, Jim-Chen, 56, an Independent Non-executive Director
and a member of the Audit Committee. Mr. KO graduated
with a Bachelor of Business Degree from Feng Chia University,
Taiwan, and subsequently obtained a Master of Science Degree
in Accounting from the University of Delaware, USA. Mr. KO has
been the executive partner of Weyong International CPAs & Co.,
Certified Public Accountants in Taiwan since 2000. Mr. KO is also
the Independent Non-executive Director of Force-MOS Technology
Co.,Ltd. (an emerging-stock company on the Taiwan Stock Exchange
Corporation), Kunyue Development Co., Ltd. (a publicly-traded
company on the Taiwan Stock Exchange Corporation) and Jourdeness
Group Limited. Mr. KO is currently a director of Taichung Season Arts
Education Foundation, Taiwan.

ERELE 63 FATEERLERAEE
FIRA (AIBEMXR)EER-BELEETRA
BIRFBAR BEREE-NLNFEERE
BEYaTEER SRR R - BREETT
BN BT RTERI39OF KR -

BRBREL 565 FATEF - FAELLEREE
RNZBIFRTES TRERBBEMNE
RAB(RERAFXSGMLEBRAR) ZEREA-
BAEREBRERMBEBRNDABRARZES X
RERARERZBROBRAFB (BEERX
S EEAR) 2ERA WEARREBE24F
BE BEREESRRRBEBRELBN ER
BUERBRIESZEL BN IR KRB EEE L2
fiz o

BB ESEE 555 BUIERITEERENEE
ERE -BEED IR —NANBFERE—NLAKR
FRAERRABERZIZELRERBELE
il RR— AN FRERTE R SRR EAEEL
B - HWAEARAE—RAEMEBKMELAEME
BRZHITEEBAN TRERBHAZKRMHEARA
Al (BAEBHFERSGHETRAR RE BREE
BOBRAR R_E—=F~A+LBESR)
CEBERNIREBRHDBERAFB (AEESFR
SEIEERR) Z B ENITEF - HMAELENE
26F N EELL B o

FRIELE 565 BUFRITEFRENEZE
EXRBE - MELEEENGEEFABLRBER
BESLEM UYRXBERNEASER S
BESRTEU-MELEA _TTTFERA
EBEMestmEsBefmEBMZATA
BA-FEETEZATREBEOBERAR (BE
BHERZAEBEAR)  HHFHEROBR AR
(BEBBEFRZALEERR) RMEBRASE K
MBERRBZBEYLIFHITES - FELB AT
FREETTNFEMBEESGLES-

Annual Report 2016 £ 29



Mr. CHEN, Joen-Ray, 57, an Independent Non-executive Director
and a member of the Audit Committee. Mr. CHEN, holds a Master
of Business Administration Degree from the Eastern lllinois State
University, and a Bachelor Degree from the National Taiwan
University. Mr. CHEN is presently the Chairman of Ray Wing Research
and Investment Corporation and also an Independent Non-executive
Director of Vectorite Biomedical Inc. (an emerging-stock company on
the Taiwan Stock Exchange Corporation). Mr. Chen has more than
29 years of experience in securities business in Taiwan and was the
Vice Chairman and General Manager of Yuanta Securities Investment
Consulting Co., Ltd,. the Chairman of Concord Capital Management
Corp. and the Senior Vice President of Concord Securities Co., Ltd.

Mr. HSIEH, Lung-Fa, 63, was appointed as an Independent Non-
Executive director and a member of the Audit Committee of
the Group on 28 December 2012. Mr. HSIEH obtained a master
degree in management from National Chiao Tung University,
Taiwan and obtained a doctor degree in business management
from National Chengchi University, Taiwan. Mr. HSIEH is presently
the President of Commerce Development Research Institute and is
also the independent director of Y.C.C. PARTS MFG. CO. LTD. (a
company listed on the Taiwan Stock Exchange Corporation) and
the representative of legal entity as director of First Commercial
Bank. He was the member of remuneration committee of Long
Bon International Co., Ltd (a company listed on the Taiwan Stock
Exchange Corporation). He was also the supervisor of Taiwan Life
Insurance Co., Ltd. Mr. HSIEH has approximately 24 years’ working
experience in the business management, strategic management and
technology management field.

The relationships of the following directors are as follows:

- Mr. YANG, Tou-Hsiung and Mr. YANG, Cheng are brothers.

- Mr. YANG, Kun-Hsiang and Mr. YANG, Kun-Chou are brothers.
- Mr. YANG, Tou-Hsiung and Mr. YANG, Cheng are cousins of Mr.

YANG, Kun-Hsiang, Mr. YANG, Kun-Chou, as well as Mr. YANG,
Chen-Wen.
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Mr. NI, Chih-Hao, 51, the Group’s Chief Financial Officer and
the Executive Vice President of Vedan Vietnam and Financial Vice
President, is responsible for the finance functions of the Group.
Mr. NI graduated from University of Oregon, major in finance and
marketing, and holds a master degree in business administration
from Tunghai University, Taiwan. Mr. NI joined Vedan Group in 1993,
and was the senior manager of financial department, vice manager
of business and foreign trade department of Vedan Vietnam, special
assistant to the chairman, project manager of finance department of
Taiwan Vedan as well as the manager of the Group's Taiwan branch.
Mr. NI has full qualification in finance, marketing and executive
administration, and has accumulated approximately 24 years of
working experience.

Mr. HSIEH, Jau-Hwang, 66, Chief Strategy Officer of Vedan
Vietnam. Mr. HSIEH graduated from the National Cheng Kung
University, major in accounting and finance. Mr. HSIEH is responsible
for the strategic development and functions of the Group. Mr. HSIEH
has approximately 37 years of finance management and banking
experience. Mr. HSIEH was financial vice president of Vedan Vietnam
and worked for several financial institutions in Taiwan and Vietnam
including International Bank of Singapore and ABN AMRO Bank. Mr.
HSIEH was also a general manager of ChinFon Bank, Ho Chi Minh
City Branch. Prior to joining us, Mr. HSIEH worked as the President in
Gia Hen International Co., Ltd.

Mr. CHAO, Wen-Jui, 53, general plant manager of the production
management department of Vedan Vietnam, is responsible for
managing and overseeing all production departments of the
company. Mr. CHAO graduated from National Tsing Hua University
with a master degree in chemistry. Mr. CHAO joined Taiwan Vedan
in 1987, and was the vice plant manager of a recycle plant and
the manager of a MSG plant. He joined Vedan Vietnam in 2009
as the vice general plant manager of the production management
department. Mr. CHAO has over 27 years of working experience in
the MSG and food additive industry.

Mr. HUANG, Chih-Yuan, 66, Vice President of food and amino
acid business department of Vedan Vietnam, is responsible for the
marketing and management functions of the company’s amino
acid product business. Mr. HUANG graduated from National Tainan
Commercial Vocational Senior High School. Mr. HUANG joined
Taiwan Vedan in 1988 as business supervisor, and joined Vedan
Vietnam in 1993 as the senior manager of food and amino acid
business department. Mr. HUANG also served as the head of business
department of Ve Wong Corporation, and has over 29 years of sales
management experience in the food industry.
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Mr. YANG, Tzu-Chang, 55, Vice President of specialty chemicals
business department of Vedan Vietnam, is responsible for the
marketing planning and sales management of the company’s
specialty chemicals products. Mr. YANG, Tzu-Chang graduated from
National Taiwan University, major in economics. Mr. YANG, Tzu-
Chang joined Taiwan Vedan in 1991 as the assistant manager of
international trading department. Mr. YANG, Tzu-Chang joined Vedan
Vietnam in 1996, and was the manager of amino acid business
division and marketing planning division. Mr. YANG, Tzu-Chang has
over 26 years of sales management experience in the food production
industry.

Mr. KO, Chung-Chih, 54, Vice President of Vedan Vietnam, is
responsible for planning the overall management system and
overseeing the administration of the company. Mr. KO holds a master
degree in management from National University of Kaohsiung. Mr.
KO joined Taiwan Vedan in 1988, and had served as the supervisor
of the finance department. He joined Vedan Vietnam in 1991 as the
assistant manager of the finance department, and was subsequently
promoted to senior manager of the General Manager Office,
Corporate Administration Management Division. Mr. KO has 28 years
of working experience in finance and administration.

Mr. ZHUANG, Kuixing, 49, General Manager of the Group in
Chinese mainland region. Mr. ZHUANG graduated from Zhi-Ren
School of General Education. He joined Vedan Taiwan in 1997
and had acted as Manager of the Consumer Goods Division and
Assistant Vice President to the Agent Products Division successively.
Mr. ZHUANG has rich agency sales experience in international brands
such as Kinmen Kaoliang Liquor, SPEY Whiskey, Gekkeikan Sake, and
Cha Cha Spiced Sunflower Seeds. Mr. ZHUANG has over 21 years’
profound sales, operational, and management experience in the food
industry.
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Mr. YANG, Meng-Ta, 43, senior manager of the Group’s Taiwan
Branch, is responsible for overseeing various aspects of the finance,
business and administrative function of the company. Mr. YANG,
Meng-Ta graduated from National Taiwan University with a bachelor
degree in civil engineering, and holds a master degree in civil
engineering from Pennsylvania State University. Mr. YANG, Meng-
Ta is also the director of Vedan Vietnam, Shanghai Vedan and
Xiamen Maotai. Mr. YANG, Meng-Ta joined Taiwan Vedan in 2001,
and was the supervisor of consumer product business department,
international trade department and finance department. He was
subsequently promoted to the senior manager of Taiwan branch. Mr.
YANG, Meng-Ta has accumulated extensive experience during his
service in various departments in the food production industry, and
has 16 years of management experience.

Ms. WONG, Wai Yee, Ella, 41, is a Senior Manager, Corporate
Services of Tricor Services Limited (“Tricor”), a global professional
services provider specializing in integrated Business, Corporate and
Investor Services. Ms. WONG has over 18 years of experience in
the corporate secretarial field and has been providing professional
corporate services to Hong Kong listed companies as well as
multinational, private and offshore companies. Ms. WONG is a
Chartered Secretary and an Associate of both The Hong Kong
Institute of Chartered Secretaries ("HKICS") and The Institute of
Chartered Secretaries and Administrators (“ICSA”) in the United
Kingdom. (Note: The Company has engaged Tricor Services Limited as
external service provider and appointed Ms. WONG as the Company's
company secretary since 1 April 2012.)
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The Group commits to maintaining and ensuring a high level of
corporate governance standards and continuously reviews and
improves our corporate governance and internal controls practices.

The Company’s corporate governance practices are based on the
principles as set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The Board is of the view that throughout the year under review, the
Company has complied with all the code provisions as set out in the
CG Code, except for code provision E.1.2.

In respect of code provision E.1.2 of the CG Code, the chairman
of the board should attend the annual general meeting and should
also invite the chairman of the audit, remuneration and nomination
committees to attend. Mr. YANG, Tou-Hsiung, the Chairman of the
Board was not able to attend the Annual General Meeting of the
Company held on 24 May 2016 due to business commitments.

The Group always believes that high-level corporate governance
standards and a sound and efficient board of directors are the
crucial foundation for the assurance of the Company’s effective
operation and sustainable development. In addition to mitigating
operational risks, pursuing performance excellence and enhancement
of the shareholders’ interests by making significant efforts through
continuous improvement of the corporate governance and internal
monitoring system, we also fulfill the environmental and social
responsibility of the Group in the ordinary course of business, which
has become a power for the advancement of society.
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The positions of Chairman and CEO are held by Mr. YANG, Tou-
Hsiung and Mr. YANG, Kun-Hsiang respectively.

The Chairman of the Board is responsible for leading the Board in
establishing and monitoring the implementation of strategies and
plans to create values for shareholders.

The CEO is responsible for managing the operation of the Group's
businesses, proposing strategies to the Board and the effective
implementation of the strategies and policies adopted by the Board.

As of 31 December 2016, there were 11 members on the Board,
which are the Chairman, the CEO, 3 other Executive Directors, 2
Non-executive Directors (“NED") and 4 Independent Non-executive
Directors (“INEDs").

The INEDs are considered by the Board to be independent of the
management and free of any relationship that could materially
interfere with the exercise of their independent judgments. The Board
considered that each of the INEDs brings his own relevant expertise
to the Board and its deliberations.

During the year ended 31 December 2016, the Board at all times met
the requirements of the Listing Rules relating to the appointment
of at least three Independent Non-executive Directors representing
one-third of the Board with one of whom possessing appropriate
professional qualifications or accounting or related financial
management expertise.

None of the INEDs has any business or financial interests with the
Group nor has any relationship with other directors and confirmed
their independence to the Group.

The relationships between some members of the Board are disclosed
under “Profile of Directors, Senior Management and Company
Secretary” on page 28.

The Board met regularly during the year. The Board’'s primary
function is to set and review the overall strategic development of
the Group and to oversee the achievement of the plans to enhance
shareholders’ value. Daily operational decisions are delegated to the
Executive Directors. The Board met four times during the year and the
Directors’ attendance is shown in the table on page 39. The NED and
INEDs may take independent professional advice at the Company’s
expense in carrying out their functions.
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The Board should assume responsibility for leadership and control
of the Company; and is collectively responsible for directing and
supervising the Company's affairs.

The Board directly, and indirectly through its committees, leads and
provides direction to management by laying down strategies and
overseeing their implementation, monitors the Group's operational
and financial performance, and ensures that sound internal control
and risk management systems are in place.

All Directors, including non-executive Director and independent
non-executive Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for
its efficient and effective functioning.

The independent non-executive Directors are responsible for ensuring
a high standard of regulatory reporting of the Company and
providing a balance in the Board for bringing effective independent
judgment on corporate actions and operations.

All Directors have full and timely access to all the information of the
Company and may, upon request, seek independent professional
advice in appropriate circumstances for discharging their duties to the
Company.

The Directors shall disclose to the Company details of other offices
held by them.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of
Directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board,
directing and co-ordinating the daily operation and management of
the Company are delegated to the management.
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The Company has established an Audit Committee with written
terms of reference as suggested under the former Code on Corporate
Governance Practices as set out in Appendix 14 of the Listing Rules.
The Audit Committee comprises Mr. CHAO, Pei-Hong, Mr. KO, Jim-
Chen, Mr. CHEN, Joen-Ray and Mr. HSIEH, Lung-Fa, all Independent
Non-executive Directors. The chairman of the Audit Committee is
Mr. CHAOQO, Pei-Hong. Each member brings to the Committee his
valuable experience in reviewing financial statements and evaluating
significant control and financial issues of the Group who among
themselves posses a wealth of management experience in the
accounting profession, commercial and legal sectors.

The main duties of the Audit Committee are to assist the Board in
reviewing the financial information and reporting process, internal
control procedures, internal audit function and risk management
system, audit plan and relationship with external auditors, and
arrangements to enable employees of the Company to raise, in
confidence, concerns about possible improprieties in financial
reporting, internal control or other matters of the Company.

The Audit Committee held two meetings to review interim and
annual financial results and reports in respect of the year ended
31 December 2016 and significant issues on the financial reporting
and compliance procedures, internal control, internal audit function
and risk management systems, scope of work and appointment of
external auditors, connected transactions and arrangements for
employees to raise concerns about possible improprieties.

The Remuneration Committee comprises Mr. KO, Jim-Chen, Mr.
CHAO Pei-Hong, Mr. CHEN, Joen-Ray, the Independent Non-executive
Directors, and Mr. HUANG, Ching-Jung, the Non-executive Director.
The Chairman of the Remuneration Committee is Mr. KO, Jim-Chen.

The primary functions of the Remuneration Committee include
determining/reviewing and making recommendations to the Board
on the remuneration packages of individual Executive Directors
and senior management, the remuneration policy and structure for
all directors and senior management; and establishing transparent
procedures for developing such remuneration policy and structure to
ensure that no director or any of his/her associates will participate in
deciding his/her own remuneration.
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The Remuneration Committee met once to review and make
recommendation to the Board on the remuneration policy and
structure of the Company, and the remuneration packages of the
Executive Directors and senior management and other related
matters.

Details of the amount of Directors emoluments are set out in Note 29
to the accounts.

The Nomination Committee comprises Mr. YANG, Tou-Hsiung,
Executive Director, Mr. CHAQO, Pei-Hong, Mr. KO, Jim-Chen and
Mr. CHEN, Joen-Ray, the Independent Non-executive Directors. The
Chairman of the Nomination Committee is Mr. YANG, Tou-Hsiung.

The principal duties of the Nomination Committee include reviewing
the Board composition, developing and formulating relevant
procedures for the nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
Independent Non-executive Directors.

The Board adopted the board diversity policy (“Board Diversity
Policy”) in accordance with the requirement set out in the CG Code.
Such policy aims to set out the approach towards achieving diversity
on the Board.

In assessing the Board composition and recommending candidates of
directors to the Board, the Nomination Committee would consider
a number of perspectives as set out in the Board Diversity Policy,
including but not limited to professional qualifications, regional and
industry experience, cultural and educational background, ethnicity,
gender and other characteristics.

The Nomination Committee met once to review the structure,
size and composition of the Board and the independence of
the Independent Non-executive Directors, and to consider the
qualifications of the retiring directors standing for election at the
Annual General Meeting.
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The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

The Board reviewed the Company’'s corporate governance policies
and practices, training and continuous professional development
of directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements,
the compliance of the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) and Written Employee
Guidelines, and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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Attendance/Number of Meeting

HEE/EERY
Audit  Remuneration Nomination  Annual General
Board Committee Committee Committee Meeting

Ez8 EHELL I EI ] REZEE  RRAEAE

Executive Directors HiTES
YANG, Tou-Hsiung (Chairman) GEIE(LE) 4/4 N/ATE NANER 7 0/
YANG, Cheng BIE 414 NAT B NATE B NATEF 01
YANG, Kun-Hsiang (CFO) GE (7TE##) 444 NAT B NATE B NATEF 10
YANG, Chen-Wen BRX 4/4 N/ATE A NATER NATE R 0
YANG, Kun-Chou Rl 4/4 N/AT A NATEF NATEE 0
Non-executive Directors FHTES
HUANG, Ching-Jung ARR 4/4 N/ATE 1n NATE R 0/
CHOU, Szu-Cheng A5k 3/4 NATER NATE 5 NATER 0/
Independent Non-executive BUkYnES

Directors
CHAO, Pei-Hong BER 4/4 22 7 0 111
KO, Jim-Chen ffig 3/4 10 7 0 01
CHEN, Joen-Ray Rak 414 22 7 0 01
HSIEH, Lung-Fa EEES 414 ) N/ATE A N/AT & A 0/
Notes: M 7

1. Mr. KO, Jim-Chen authorized Mr. CHAO, Pei-Hong to exercise the voting
right on the third board meeting. Mr. CHOU, Szu-Cheng authorized Mr.
HUANG, Ching-Jung to exercise the voting right on the fourth board
meeting.
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BOIERRE-AHRLEREERREER
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In respect of code provision A.6.5 of the CG Code, all Directors of the
Company have developed and refreshed their knowledge and skills by
reading books and articles relating to legal and regulatory updates.

All Directors have already provided the training records for the year
ended 31 December 2016 to the company secretary.

The Company has received, from each of the Independent Non-
executive Directors, a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all of the
Independent Non-executive Directors are independent.

Code provision A.4.1 of the CG Code stipulates that Non-executive
Directors shall be appointed for a specific term, subject to re-election,
whereas code provision A.4.2 states that all directors appointed to
fill a casual vacancy shall be subject to election by shareholders at
the first general meeting after appointment and that every director,
including those appointed for a specific term, shall be subject to
retirement by rotation at least once every three years.

Each of the Non-Executive Directors of the Company is appointed for
a specific term of 1 year or 3 years, where Mr. HUANG, Ching-Jung
and Mr. CHAOQ, Pei-Hong were appointed for a term of 1 year and
Mr. CHOU, Szu-Cheng, Mr. KO, Jim-Chen, Mr. CHEN, Joen-Ray and
Mr. HSIEH, Lung-Fa were appointed for a term of 3 years. Each of the
Non-Executive Directors of the Company is subject to retirement by
rotation once every three years.
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Corporate Governance Report
EREARE

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2016.

AUDITOR’'S REMUNERATION

The Audit Committee of the Company is responsible for considering
the appointment of the external auditor and reviewing any non-audit
functions performed by the external auditor. During the year under
review, the Group is required to pay approximately US$320,000
and US$5,000 to the external auditor for their audit and non-audit
services respectively.

DIRECTORS’ RESPONSIBILITIES FOR ACCOUNTS

The Directors of the Company acknowledge their responsibilities for
preparing the Company’s accounts for the year ended 31 December
2016.

The Statement of the independent auditor of the Company about
their reporting responsibilities on the financial statements is set out in
the Independent Auditor’s Report on pages 81 to 87.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management
and internal control systems and reviewing their effectiveness.
Such systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material misstatement
or loss.

The principal businesses of the Group are manufacturing, R&D and
sales, of which the Group has not engaged in any high-risk and high-
leveraged investment. The members of the Board and the senior
management have not engaged in any conduct of business which is
beyond the risk acceptance level of the Company.

The Board of the Group oversees the Company to establish an
appropriate and effective risk management mechanism and internal
control system. The Audit Committee of the Board assists the Board
to oversee the management of existing or potential risks in the
Company. The management of the Company constantly supervises
risks and the implementation of the internal control system to
guarantee its effectiveness.

EFENESXS
ARBERA ETRRME10PTHA GRESF
a) e

ARRIERMEEFFEAREN RMEESTE
BR RERBE-_Z—XR"F+-_A=+—Hit
BEFE-—BHET (BETA) -

1 B B %7 B
ARBBFLZEGRAEEZRZEINSZEE R
FZSNIE L BRRD AT 1T 2 (R SRR Bz B BE
REBFERN NEEFHINEZBEREZ
AR% (BB R IR BURT ) ME 2 B4
320,0003 7t 15,0003 7T ©

ESHREZRE
ARREEFTAREARBEARBDBE_FT—X
Ft-A=T—BLEFERANEE-

BEARANBYUZHEMNYBHRROREE
FEERNFESIESTAN B ZBAIRE

BEERRANPER
ExeRIEAMAREIERABEIESE A
R ERRZEE - HEFHE S HEEEMIEHE
BRORBEEREB R R 2R  WERLEKRHBR
B RBRIRH A IR IR ERE -

AEBENURE MERHEELSAE  UWEKFE
MEmER SEREZRE EFEEXERSHEE
EEOYAREARARARESEE ZHE
TR

FEFEEEEENRRZYAEAFRNEAR
ERBEIRANERERS EFEE TEZRIE
EemPETSEBERAFEREEZARE
B AREREEREERARMABEZE RGN
BEAEREARML-

Annual Report 2016 £ 41



According to the characteristics of the industry in which the Group
operates, a designated internal audit department and personnel are
set up and appointed in each operating region with an operating
cycle of control customised for the regions to carry out regular audit
based on an annual plan and professional division of labour. Analysis
on the seriousness and deficiency rate of each operational risk will
be made, the results of which will be promptly reported to the
management of the Company and subsequent improvements will be
followed up. In addition to the monthly submission of audit reports
to the Audit Committee for review, the internal audit department
also presents major audit findings at Board meetings for examinations
by the members of the Board in order to effectively mitigate the
operational risks of the Group.

The major scopes of work of the risk management and internal
controls of the Group are summarised as follows:

o Financial and financing cycle management — Alleviate risks
through stringent internal controls and legitimate taxation
planning applicable locally, credit risk management and control,
evaluation and prediction of factors attributing to financial
crisis; regularly assess capital position in markets, changes in
exchange rates and bank interest rates, and prudently manage
the fund allocation of the Company.

o Sales and payment collection cycle management — Oversee the
due execution of the procedures in the sales business, including
orders, credit provision, delivery, payment collection or refund
and customer complaints so as to minimise the risks in relation
to operating revenue.

o Procurement and payment cycle management — Perform
internal controls on operating procedures in relation to
supplier management, purchase requisition, price negotiation,
contracting, quality check for purchased products or product
returns, verification on payment or purchase discounts in order
to ensure the openness, fairness and incorruptibility of the
procurement system.

o Investment cycle management — The Group has established
the “Investment Review Board” to rigourously evaluate mid-
to-long-term investment or the subject matters of strategic
alliance and to timely deal with investment projects.
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o Information risk management — Maintain the soundness of the
information management system of the Company, manage
and safeguard the security of network information and
swiftly provide the management with effective information on
operational management.

o Legal affairs, intellectual property rights and R&D cycle
management — The legal affairs department of the Group
collaborates with professional legal counsels to achieve risk
mitigation, transfer or aversion and to secure law compliance
by offering education, training and consultation in relation
to indentures, product liabilities, legal disputes and litigation,
patents, trademarks, intellectual property rights and other
relevant matters.

o Environmental protection management for production cycle —
Implement all environmental protection stipulations and plans
in accordance with the local regulatory requirements of the
operating regions; and establish special units to plan, execute,
supervise and track all environmental protection measures in
order to assure the fulfillment of environmental protection
responsibility.

o Occupational safety and hygiene management for production
cycle — Conduct review and risk analysis on the detrimental
level of abnormal environmental safety and hygiene incidents;
and require the relevant departments of the plants to formulate
improvement measures.

During the year under review, all Directors have reviewed the
effectiveness of the internal control system of the Group, including
the resources on accounting and financial reporting functions of
the Company, the qualification and experience of staff members
and the training programmes participated by the staff members and
the relevant budgets and considered that such systems are effective
and adequate. The Group will, from time to time, review its risk
management and internal control system in order to optimise its
effectiveness and in turn heighten the overall corporate governance
standard of the Group.
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Ms. WONG, Wai Yee, Ella of Tricor Services Limited, external
service provider, has been engaged by the Company as its company
secretary. Its primary contact person at the Company is Mr. NI,
Chih-Hao, Chief Financial Officer of the Company.

Ms. WONG has taken no less than 15 hours of relevant professional
training for the year ended 31 December 2016.

To safeguard shareholder interests and rights, a separate resolution
is proposed for each substantially separate issue at shareholders’
meetings, including the election of individual directors. All resolutions
put forward at shareholders’ meetings will be voted on by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company and of the Hong Kong Stock Exchange
after each shareholders’ meeting.

Pursuant to the Company’s Articles of Association, shareholders
holding at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the Secretary of the
Company, to require an extraordinary general meeting to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two months after
the deposit of such requisition. If within twenty-one days of such
deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.
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Shareholders may send their enquiries or requests as mentioned MRERAIH LiliEHH BRI TRHERXE ¢
above to the following:

Address:  Level 54, Hopewell Centre, oAk BEZRNBEBR1835%
183 Queen’s Road East, & FH L5442
Hong Kong
(with attention to the Board of Directors) (FBERESFEW)
Fax: (852) 2528 3158 EE: (852) 2528 3158
Email: vdi@vedaninternational.com T : vdi@vedaninternational.com

For the avoidance of doubt, shareholder(s) must deposit and send A®EE BREVBEBCEZATENZEEMENR
the original duly signed written requisition, notice or statement, or RIS EANE R (BB RME ) K IERKEK
enquiry (as the case may be) to the above address and provide their — #3xZE Fifithih - WIRHFESH 2L - BKE R
full name, contact details and identification in order to give effect N EMER  LMlEHBEFEBWR - NARAILE
thereto. Shareholders’ information may be disclosed as required by IREREERTEIWBERE L+ o

law.

The Group will keep on reviewing its corporate governance standards ~ ANEEGHEE BT ECEEAKFE MES
on a timely basis and the Board endeavors to take the necessary &8 HIREFIEFEME  AERETE BB A
actions to ensure the compliance with the provisions of the CG Code 28 H) (B EE AT KX -

introduced by the Hong Kong Stock Exchange.
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Amidst the alarm of global warming and climate change, issues
such as energy conservation, carbon reduction and Earth caring
have already been supported around the world as the awareness of
environmental protection. Being an international corporate citizen,
the Group has been focusing on and striving for environmental
protection as our important goal. We are pleased that the new
Greenhouse Gas Reduction Accord has been passed at COP21. By
virtue of the undertakings among the world leaders, we believe
that practical actions of emission reduction worldwide must be
accelerated and delivered effectively.

For a long time, the Group has been in compliance with the
applicable national standards and regulations of the places where its
production bases located, and has formulated environmental policy
which includes environmental protection in its routine management.
The Group carried out self-initiated environmental protection in the
ordinary course of business and increased its energy efficiency, while
paying attention to the natural ecosystem and developing the green
economy. We are constantly learning and endeavouring to fulfill
corporate social responsibility in the hope of extending the well-
cultivated corporate influence and making notable contributions to
environmental protection in our market presence.

To uphold the mission of sustainable operation, corporate social
responsibility of the Group includes not only environmental
protection and energy conservation education, but also maintenance
of sound corporate governance and risk management, provision
employees with a safe and healthy working environment where
they can fully exploit their potentials, and balance of the interests
of employees, customers, supply chain, investors and the overall
development of the community. We undertake to use our best
endeavour to constantly contribute to economic development,
environmental protection for the Earth and society through good and
solid corporate governance.

This report has been prepared in compliance with the requirements
of the Environmental, Social and Governance (ESG) Reporting
Guide under Appendix 27 and the principles of the CG Code under
Appendix 14 of the Listing Rules on the Hong Kong Stock Exchange
for the purposes of general disclosure responsibility. The period and
areas covered by this report are as follows:
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From 1 January 2016 to 31 December 2016
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Areas covered

K 2 M (& covered by the Group

The production bases in Vietnam and China and the business footholds of branches in Taiwan
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Policy: Care for Environment and Sustainable Operation

The Group upholds the concept of “care for environment and
sustainable operation” and proactively carries out the efficiency
management of water resources, carbon reduction management
and waste management, while initiating energy management
system and continuous management of power consumption, and
adopting energy-saving electrical equipment to enhance the energy
conservation performance in the offices, as well as promoting park-
like construction in factory areas with colossal tree plantings to
conserve the ecology.

In respect of environmental protection and energy conservation, the
Group undertakes to carry out the following actions:

(1) Emission management— Striving to reduce discharge of
wastewater, exhaust gas and waste

o Employee safety, environmental protection and resources
conservation are the prime principles of all operating
activities of the Group.

° In the ordinary course of business, the Group shall, as
long as technically practicable, provide treatment for,
and secure the reduction of, emission of exhaust gas,
wastewater and waste, and achieve or over-achieve
the provisions of the prevailing national laws of the
places where its production bases are located and the
requirements of internal standards.

o The Group regularly reviews the progress and
effectiveness of each resources management plan every
year and improves the deficiencies to ensure that there is
no substantial impact on the surrounding environment in
the factory areas.
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BR EERE KELYE (H)

Policy: Care for Environment and Sustainable Operation
(continued)

(2) Resources usage management — Promoting energy 2 ERFEHEE-HDHREERE EREWY
conservation, consumption reduction, recycle and reuse of BF A
resources
. The Group advocates and implements the 3R policy . £ B T 8 HEH {T3RB K (Reduce,

(Reduce, Reuse, Recycle) and recycles and reuses its
resources to achieve the goal of reducing materials
consumption and waste generation.

The Group adopts the green procurement policy and
procures the suppliers to reduce their impact on the
environment.

The Group implements ISO 50001 with an established
energy management system and concurrently carries out
maintenance and examinations for equipment in order to
continuously increase the efficiency of the equipment and
implement the energy conservation and carbon reduction
plan which procures sensible energy consumption and
reduces energy costs.
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(3) Environment and natural resources management —
Enhancing efficiency of energy consumption, caring for
environment and protecting natural ecosystem

48

In order to combat the global warming and devote our
efforts against the climate change, the Vietnam plant
(primary production base of the Group) obtained the
ISO 50001 energy management system certificate in
October 2016. We established an impeccable equipment
maintenance and examination system through a high-
standard certification inspection. The usage of energy
consuming equipment has been gradually optimised,
which facilitated reasonableness and efficiency of energy
consuming equipment and reduced energy costs.

Based on the differences of soil and changes in climate
among different business footholds globally, the Group
adopts environmentally friendly designs for its plants and
grows a variety of appropriate and diversified plants and
trees in the surroundings and at the same time promotes
park-like construction in factory areas. Various animals
are commonly seen in the landscaping wildlife ponds
at certain business footholds. The Group brings land
greening, carbon reduction, biodiversity and ecosystem
and environmental protection into its ordinary course of
business.
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Policy: Care for Environment and Sustainable Operation
(continued)

(3)

(4)

Environment and natural resources management -
Enhancing efficiency of energy consumption, caring
for environment and protecting natural ecosystem
(continued)

With reference to the international environmental
education regulations, the Group merges the national
environmental protection concept into the employee
concept through daily trainings and enhances the
knowledge, skills, attitude and values of the employees
in respect of environmental protection while promoting
environmental protection, safety and hygiene propaganda
and continuously universalising civic environmental
protection education.

Internal inspection enhancement and cycle improvement

The Vietnam plant (primary production base of the
Group) regularly reviews the progress and effectiveness
of all plans in respect of environment protection (ISO
14000), safety (ISO 18001) and energy conservation
(ISO 50001) every year and proactively improves the
deficiencies in order to govern the Company with high-
standard international regulations and conduct self-
reflection.

In 2016, the Group complied with all laws related to
environmental protection and each of the air monitoring,
sewage discharge and waste disposal met the national
standard of the places where its production bases are
located.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits

To gain trust from the employees, the Group maintains sincere
communication, proactively cares for the employees and values
employees’ benefits and opinions. The Group supports the
international labour and human right standards and achieves the goal
of “building corporate harmony and enhancing employees’ benefits”
through three measures, namely “full compliance with the labour
laws, continuous optimisation of the safety and healthiness of the
working environment and proactive implementation of employees’
training and communication”, which help build a sound labour-
employer interrelationship and maximise the benefits of the Group
and society.

The Group undertakes to earnestly implement the following
employee relations policies:

(1) Employment principles —Fair employment conditions,
compliant and reasonable remuneration

° The Group considers its employees to be its most
important cooperative partners. The employment of
an employee is based on the ability-oriented and fair
employment principles. There is no discrimination in
each division and department in terms of recruitment,
employment, promotion, training and reward. Upon
employment, the remuneration of an employee shall
be based on an equal pay for equal work principle and
there shall be no bias or discrimination against different
identities such as race, religion, nationality, gender or

disability in terms of appointment and promotion.

° The Group has long been complying the national labour
laws of the places where its production bases are located
to systematise the remuneration and report to the
competent authorities of the places where the enterprises
are located.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(2)

(3)

Employees’ benefits —Enhancing benefits and good
working conditions

The Group attaches importance to gender equality
at work and has included such into the standards of
the Company. Provisions such as maternity system
management measure, paternity leave and menstrual
leave are clearly stipulated.

The Group has formulated relevant regulations which
provide workers based at the primary production
bases in Vietnam and China with benefits, such as free
food, clothing, housing, transportation, education,
entertainment and training.

Employees’ benefits and working hour management
systems have been established for all operating areas
of the Group in compliance with the local labour laws,
including minimum wage, annual leave and other
statutory benefits. Except for special operating situations,
such as production lines during peak seasons, workers are
entitled to the leaves as stipulated by the local laws.

Labour communication - Strengthening communication
channels and valuing human rights

The Group provides diversified channels for internal
communication and opinion expressing which allows
it to persistently understand employees’ real opinions
and recommendations on each aspect of the Company
through diversified means such as the proposal system,
suggestion boxes and employee satisfactory survey, and
to make improvements based on the problems raised by
the employees upon discussion.

The Group respects the right of employees to form
associations and organise unions upon their own free
will in accordance with the laws, and regularly convenes
labour conferences to share opinions with the labour
representatives and directly respond to the queries raised
by the employees. Meanwhile, it regularly organises
“Employee Forum” with the labour unions which allows
the labour unions to promptly reflect each problem raised
by the employees and constantly follow up the execution
progress of each discussion topic.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(3) Labour communication — Strengthening communication
channels and valuing human rights (continued)

° The Group has reported its internal regulations to
the competent authorities in the countries where its
production bases are located. Furthermore, it has
established the “Incentive and Disciplinary Committee”
comprising labour unions, legal personnel and relevant
competent units to deal with the matters of the reward
and punishment on the internal staff of the Company in a
transparent and open manner.

. The Vietnam plant (primary production base of the
Group) has coordinated with external independent
auditing institutions to regularly carry out external audits
and collect employees’ opinions on the Company's
management system, which is in line with the
requirements of internationally recognised standards.

(4) Establishment of safe and healthy working environment
- Ensuring Company’s safety to maintain employees’
healthiness

o Adhering to the concept of “ensuring Company's safety
to maintain employees’ healthiness”, the Group places
significant importance on the promotion of occupational
safety and hygiene. All of its policies, which are in
compliance with the relevant laws applicable to the local
operating area, have formed a safe working environment
to its employees, clients, underwriters and relevant
personnel.

° The Group offers labour insurance and health insurance
applicable to the local operating area to each employee
and arranges regular health check for the employees in
an endeavour to look after the physical and mental health
of all employees. Moreover, the Group cooperates with
professional medical institutions to find out whether an
employee suffers from an occupational disease based
on the differences of each business division in order to
safeguard the healthiness of the employees.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(4)

(5)

Establishment of safe and healthy working environment
- Ensuring Company'’s safety to maintain employees’
healthiness (continued)

° In order to carry out the propaganda of the concept of
environmental protection, safety and hygiene, in addition
to organising environmental safety education programs
for the management level and the employees from time
to time, the Group has also merged the concept of
environmental safety and hygiene into major corporate
activities in order to create an impact of the combination
of environmental safety education with operating
activities.

° The Group regularly inspects the progress and outcome
of every environmental protection, safety and hygiene
plan and continuously improves those plans in accordance
with the requirements. The department in charge of
environmental management implements and supervises
various safety and hygiene drills in the factory areas
targeting at the harm of special or major equipment in
the factory areas, and performs precaution inspections,
such as fire safety equipment, use of chemicals and safety
inspections on electrical equipment to avoid risks of
potential disaster.

Development and training —Talent cultivation and
establishment of learning and growing environment
which employees can follow

° As the Group believes that talents are, above all, the
greatest assets of the Company, we value the nurture
and development of talents and provide each employee
with a comprehensive educational training and promotion
system to satisfy the needs of employees in different
countries and regions, which allows all employees to
deploy their skills and unearth their potentials.
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Policy: Building Corporate Harmony and Enhancing Employees’ HH BUME£ME -HESTIHEF (&)
Benefits (continued)

(5) Development and training —Talent cultivation and (5) BEEBI-AFEE BUBSITER
establishment of learning and growing environment WEERREE (&)
which employees can follow (continued)

(6)

The Group regularly convenes meetings of the education
and training committee while proactively organising
professional courses and language courses based on
the job requirements of each department and regularly
conducting language and computer skill assessments to
improve occupational skills of the employees.

To enhance the diversification of learning, in addition
to assigning employees to training institutions to
participate in various education and trainings, the Group
also engages professional lecturers to hold a variety of
seminars in the factories from time to time and nurture its
employees based on their aptitudes so as to boost their
potentials and enhance their work passions and at the
same time raise their sense of belonging to the Company.

Based on the global operating strategy of the Group,
it continues to cultivate talents for its future senior
management and strategically nurtures employees
possessing high potentials with emphasis on specific
trainings to heighten the professionalism and regularly
updates on their promotion and development to ensure
the instantaneity and integrity of its talent reserve in a bid
to satisfy the needs for the long-term business growth of
the Group and enhance the core competitiveness of the
organisation.

Labour standards — Ensuring compliance with labour and
safety laws

The Group strives to comply with all labour laws
applicable to the operating areas and achieve the goal of
“establishing a safe and healthy working environment”
by three aspects, namely “ensuring the compliance with
labour laws, constantly reviewing the development plans
and prohibiting the violation of human rights”.

The Group adheres to the principle of employment
freedom and refuses to hire forced labour and child
labour. All employment shall be based on the employees’
own free will and imposition of mandatory measures
on employees in violation of laws or human rights of
employees is prohibited.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(6)

(7

Labour standards — Ensuring compliance with labour and
safety laws (continued)

° The Group accepts inspections on its labour safety and
hygiene system carried out by government authorities
or external independent inspection units to ensure all
operating activities are in compliance with the local
government decree and international standards.

° The Group has an internal legal affairs department which
is not only responsible for revising the internal regulations
and systems of the Company in accordance with the
decrees issued by the government, but also for educating
the employees to understand and comply with the labour
laws through its education and training system.

Continuous review on development plans in pursuit of
better safety and health management system

° The fundamental obligation of the Group is to provide
its employees a safe and healthy working environment.
The Group has an internal environment safety and
hygiene management department which is responsible for
supervising the management system for environmental
protection, safety and hygiene, formulating all safety and
hygiene management regulations, regularly reviewing the
improvement recommendations put forward by all units,
examining the abnormal safety and hygiene incidents
and analysing the causes thereof, and suggesting feasible
improvement proposals or refined engineering designs
to the Group in an endeavour to assist the Group to
continuously heighten the management standards.

° Annual targets of the safety and hygiene management
have been set in each factory areas of the Group in
accordance with the local regulations. The occurrences
of abnormal safety and hygiene incidents have been
effectively reduced through an implementation of safety
and hygiene inspections, safety and hygiene education
and trainings and regular inspections on working
environment in order to maximise the working efficiency
of the employees in a safe and healthy environment.
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Policy: Building Corporate Harmony and Enhancing Employees’
Benefits (continued)

(7) Continuous review on development plans in pursuit of
better safety and health management system (continued)

° In addition to the respective safety and hygiene inspection
of each unit of the Group, the internal inspection
department also regularly reviews the management of
every environmental protection and safety operation
and the relevant operating environment to ensure the
implementation of the OHSAS 18001 management
system.

Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers

Under the primary condition of stable quality and honesty in the
process of determining the suppliers, the Group selects its suppliers
across the globe as if deciding a long-term cooperation partner.
Under the gradual surge of green energy awareness across the
globe, the Group also wishes to promote the relevant environmental
protection concepts or practices to the upstream suppliers through
its supply chain management strategy of green products and
encourage the suppliers to actively cooperate and participate in the
environmental protection movement with its influence as a local
enterprise in hope to establish a green supply chain in the food
industry with its suppliers and improve the performance of the Group
and its suppliers in terms of social and environmental responsibility.

The raw material suppliers of the Group include manufacturers
and distributors while engineering constructions are undertaken by
engineering contractors of construction and machinery. The Group
adopts standardised procurement model which not only includes
comparison of quality, cost, service, technology and delivery, but
also includes linked management for the information of suppliers
to ensure the integrity of the long-term information storage and
flexibly updates the changes in procurement demands so as to reduce
procurement risks.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

The cooperation agreements between the Group and its suppliers
or contractors firstly requires the suppliers to faithfully carry out
every transaction and not to damage the interests and image of the
Group, where the suppliers also undertake not to engage in transfer
of personal benefits or involve in loans, leases and investments
for any non-business purposes with employees of the Group or
their families, relatives and friends, while the Group also takes into
account of appeals lodged by the suppliers against the employees
of the Group who may have breached the procurement rules, and
carries out investigations to safeguard the interests of the suppliers
in a bid to build a harmonious trading relationship between both
parties and establish an open, fair and just procurement management
mechanism.

We undertake to implement the following supply chain management
policies with considerable efforts:

(1) Regular supplier assessment mechanism for purposes of
improving management system of both parties

° The Group has established a system for inspection upon
delivery, regular inspection and assessment, and explicitly
has required the suppliers to cooperate with the Group’s
investigation in the factories based on the “Suppliers’
Annual External Assessment Program”. The top priority
is to guide the supplier to improve the deficiencies
found in the inspection and assessment. After notifying
suppliers the items which require improvement, regular
investigation shall be continued and gradings will be
given in order to improve the management system of
both parties and ensure its business relationships with
quality suppliers.

° The procurements of new raw materials or newly added
suppliers of the Group are all subject to the examination
and qualification judgement based on the “Assessment
Form for New Supplier” in order to ensure the standards
of the Group's procurement management.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

(2)

(3)

Continuous promotion and encouragement to suppliers
for implementation of their own management systems

In order to carry out safety management for suppliers
and prevent constructional safety incidents, the Group
not only continuously reminds and informs contractors
the relevant safety management requirements, but also
conducts on-site supervision over the operation safety of
the manufacturers and procures them to implement their
own management to prevent safety hazard to workers
or damage to the environment arising from improper
operation.

The Group also requires engineering contractors to
comply with and undertake to abide by all requirements
under the “Management Measures for Safety
and Hygiene of Contractors” and the policies and
requirements under ISO 14001 and OHSAS 18001 of
the Group and concurrently requires contractors to
assign safety management personnel and engineering
supervisors to the construction sites to confirm the safety
before, during and after the construction in order to
ensure the operation safety and environmental hygiene.

Continuous increase in proportion of green procurement

In principle, if the suppliers in the country of the Group's
business footholds or the neighbouring countries share
the advantages in delivery time with the same favourable
conditions in terms of quality, service and price, priority
would be given to the local raw material suppliers and
contractors in order to reduce the carbon emission in
the process of transportation and jointly achieve green
efficiency.

In addition to continuously facilitating the replacement of
old and high-consumption equipment with new models
through plans on manufacturing process improvement
or special projects, the Group also regularly participates
in various exhibitions of innovative technology and new
energy conservation equipment in hope to continue to
manufacture with relatively high-efficiency equipment,
reduce energy consumption per unit, reduce the cost of
electricity used for operation, thereby implement energy
management and enhance the competitiveness of the
Group in the industry.
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Policy: Strengthening Green Procurement and Maintaining
Mutual Growth with Suppliers (continued)

(3) Continuous increase in proportion of green procurement
(continued)

. The Group advocates green procurement policy and
gradually carry out the environmental protection
concept of “low pollution, recyclability and resources
conservation”. We support ecologically friendly products
and green energy, and give priority to recyclable,
degradable, reusable and recoverable products in
response to the international environmental protection
standards. In compliance with the local environmental
protection regulations, we encourage suppliers to actively
develop green products so as to minimise the damage
to the environment. All in all, we make a contribution to
take the eco-friendly pledge for all mankind.

Policy: Comprehensive Quality Management to Live Up to
Customers’ Satisfaction

Continuous pursuit of high quality is the core objective of the
Group's corporate culture. Over the years, we have been enhancing
the planning and implementation of quality improvement of our
products and persisting to exceed customers’ expectations with
supreme quality.

Through a consolidation of three aspects, namely quality control,
production technology and management system, the Group strictly
complies with the highest standard of “Comprehensive Quality
Management” to carry out quality control, enhance productivity and
pursue a production process with lower cost and higher efficiency so
as to achieve a more promising operating performance of the Group.

We undertake to implement the following product responsibility
policies with considerable efforts:

(1) In compliance with national quality and safety regulations

° As product is the core competitiveness of an enterprise,
the Group has established GMP+, HACCP, ISO 9001 and
FSSC 22000 food safety management systems and enforce
them on relevant food production aspects to enhance its
competitiveness and satisfy customers’ requirements on
quality and the requirements of food safety standards.

° The Group ensures the quality of every product it
produced is in compliance with all requirements of
relevant local laws applicable to the operating areas.

BE BEReRBE FEEHEFARKR
(%)

(3) FEENZGRBLE (#)

e SBERESERBEHRR BFRE
MESHR - AT - EER ]| 2RRE
DHAXKARRERENER R
ek BE2Z0% ZHFE -8
EEREREEMARSNER &
EEBERRIEE  ENEBHRRX
MBI T SRR EER R AR
CES REHMBIRENEE A
ABERREEZE—MHON-

BE - ZERE BEERR

FEERSMERAKELE MR LER
ZERBEMAE R CEBENRERTNRE
BT BRUSENREBETP -

SEZEEAREEY LERMAETERR=T770
EE BTUA2ERE]NEsBERTRE
EECRIUEEN BREAERERYEXES
WEE EMAEREERBNREEN -

BMAREENITATEREERE:

(1) HEERRERZZRE

s ERECENRLEFEN KEDE
7 GMP++HACCPISO 9001 + FSSC
22000 RE2ER RS LEHERN
EHEMARMMENEE  UERHF
BN ZINEPHNRERRARERE
HEBR-

s SERAMLEZEBEEMMED B
NemBLERNEMRNE LA
ELRTE -

Annual Report 2016 F

59



60

Policy: Comprehensive Quality Management to Live Up to
Customers’ Satisfaction (continued)

(2)

Preservation of customers’ interests and consolidation of
customer relations

As the Group weighs its customer relation management
system, it has established feasible and effective customer
communication channels to understand the needs and
questions of customers. The Group has established the
"operating procedures for toll-free customer service
hotline”. Through the toll-free customer hotline, the
Group ascertains the procedures and scope of customer
service operation and matters which require customers’
cooperation in order to ensure customers’ interests as
well as to safeguard the interests of the distributors and
agents.

Addressing customers’ opinions and feedbacks and the
quality issues, each business unit has formulated standard
operating procedures in compliance with the local laws,
according to which it promptly provides proper responses,
makes reports and puts forward solutions through the
communication channels specified in the official website
of the Group and sales personnel to achieve the goal of
customer satisfaction.

The distribution partners around the world are important
market vanguards of the Group which help the Group to
deliver its brand value to the potential customers at every
corner of the world. The Group organises distribution
partner meetings or product launching events from time
to time to share the analysis on the overall market trend
and its marketing strategies in order to assure customers’
satisfaction and establish a long-term and stable market
operating foundation for Group.

Policy: Upholding Integrity and Formulating Standards

The Group highly values operation in good faith. It has established

a designated inspection unit, in addition to the establishment of a
transparent and open communication platform. The Group requires
its employees to comply with the regulations of integrity and also
reinforces the propaganda on a regular basis to prevent corruption

and fraud.
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Policy: Upholding Integrity and Formulating Standards
(continued)

The Group requires all employees to abide by the prevailing
government regulations in each operating area and the internal
regulations of the Company in an endeavour to procure employees
to safeguard the Group's reputation with the highest moral standard.
For the implementation of the Group's anti-corruption policy, penalty
shall be imposed on inappropriate conducts in accordance with the
relevant regulations of the Company, while local legal proceedings
shall be instituted on a serious breach.

The Group shall implement the following policies with considerable
efforts to enforce the regulations of integrity on employees:

(1) Continuous propaganda of integrity

The Group requires every employee internally, and reminds all
customers, suppliers and all third parties involved in business
transactions externally not to obtain commercial benefits
directly or indirectly through malfeasance or bribery. It has also
established standard operation procedure systems for business,
procurement and finance departments to prevent employees
from abusing their power for personal gains which would result
in conflict of interests.

(2) Establishment of transparent and open communication
platform

Integrity is a major criterion of the Group's assessment on its
employees and employees who reported corrupt conducts shall
not result in any implication to their salaries and promotion
prospects or be subject to other unfavourable penalties.
There is a feedback channel which allows all employees to
report corrupt conducts to the management directly through
diversified means, where the whistle blower shall be protected
by the Group’s system.
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Policy: Facilitating Social Development and Willing to be
Corporate Volunteer

The Group provides special care to the relatively underprivileged
minority in society and gives long-term and appropriate support and
positive encouragement. With a thankful heart, the Group is willing
to be a cheerful corporate volunteer and a benevolent friend to
society so as to requite the public for the support to the Group.

Through internal coordination and planning of the public relations
department, the Group has been devoting itself to public welfare
activities, such as providing international medical support, taking care
of the impoverished families, promoting environmental protection
and energy conservation education and sponsoring outstanding poor
students for a long period of time in hope for encouraging more
enthusiasts to carry out charitable work and radiating warmth to
every corner in need through our modest contribution and increased
participation. In the year of 2016, Vietnam Red Cross once again
awarded the “Red Cross Outstanding Contribution of Business
Enterprise Award” to a Vietnamese company under the Group,
indicating that the Company’s devotion to the public welfare has
obtained recognition by international charity and aid organisation.

The followings set forth a summary of the Group's social operation
and participation in public welfare:

(1) Continuous international medical support

Given that international human care has always been the
benevolent activity which the Group pays attention to, other
than sponsoring the “Agent Orange Victim Fund” and the
"“Child Protection Fund”, the Vietnam plant (primary production
base of the Group) has cooperated with the Government
of Dong Nai Province, Taichung Veterans General Hospital,
Taiwan and Huei-Kong Social Welfare Foundation for five
consecutive years to carry out international medical support
activities which benefitted over ten thousand people. It has also
entered into the “Medical Cooperation Memorandum” with
the government, universities and companies in 2016 in hope
to cultivate more outstanding medical professionals through
international medical exchange and expand the local medical
services.
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Policy: Facilitating Social Development and Willing to be
Corporate Volunteer (continued)

(2)

(3)

(4)

(5)

Encouragement to employees to participate in social
welfare activities

The Group always encourages its employees to participate in
all kinds of public welfare activities and several directors of
the Group and their families have set an example by working
as long-term volunteers of medical institutions and hospice
centres in an endeavour to motivate more employees to unite
their power through personal actions and serve the public with
contribution to society.

Continuous charity and public welfare activities

To demonstrate the spirit of fraternity and help impoverished
families, the Group adheres to the concept of gaining healthy
lives through flavourful and delicious food and organises
various activities such as “Spreading Warmth at the End of the
Year”, “Gratitude Fund”, “Building Warm-hearted House" and
“Poverty Fund” every year to provide the most appropriate
support to the needy.

Facilitation environmental protection and energy
conservation education

In order to enhance the awareness of the importance of
energy and climate change issues among all people, the Group
cooperated with the local government and international
organisations every year to promote the concept of forest
conservation by organising activities such as “Tree planting”,
“Environmental Protection Drawing Competition” and
“Classification of household waste”, and sponsor a variety of
environmental protection funds in an endeavour to facilitate
environmental protection, forest conservation, forest expansion
and improve the ecological environment.

Continuous promotion study encouragement

In order to incentivise impoverished students, the Group
not only entered into the “Industry-University Collaboration
Memorandum” with numerous higher education institutions,
but also regularly carried out study encouragement in
accordance with the local government policies and gave
scholarships and donations for construction of schools in a bid
to provide better education to outstanding students in order to
encourage students to study hard.
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Policy: Facilitating Social Development and Willing to be
Corporate Volunteer (continued)

(6) Generation of a centripetal force towards society by
culture education

The cultivation strategy of the Group is to rapidly and fully
integrate into local culture where it operates. As such, the
Group provides various recreational activities and supports the
relevant activities of local governments, such as celebrating
local festivals, participating in the International Women's Day,
commending senior employees, establishing party organisations
and organising activities in a bid to enhance a sense of
belonging of the employees to the local culture and earn
recognition of the Company from society.

Details of corporate governance of the Company are set out on pages
34 to 45 of the Corporate Governance Report.
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“Care for environment and sustainable operation” is the operational
mission of the Group and also a commitment and fundamental
responsibility of us as an international corporate citizen to the
environment and society. In process of the preparation of the
disclosure in this report, we have reviewed the actual actions taken
by the Group in a new perspective for implementing the three
sustainability measures, namely sustainable environment, public
welfare and sound corporate governance. We are committed to
improving and formulating seamless development solutions which
integrate the operating procedures, striving for excellence, facilitating
social development and benefitting the environment as a whole.

With reference to the relevant regulations and international
standards, the Group will continue to review the hindrances and
risks to be involved in the future corporate governance, social
development and environmental protection. It will also formulate
mid-to-long-term improvement strategies and action plans as early
as possible with effective communication with the stakeholders of
the Group, including employees, customers, suppliers, investors and
the community that enable them to understand and support every
practical action taken by the Group for the environmental, social and
governance in order to face the trend of the macro-environment and
challenges together in a prudent manner and seek the best way for
coexistence and mutual prosperity.

The Group believes that the fulfillment of social responsibility is
the critical driving force for the sustainable growth of enterprises
in the 21st century. In the future, we will continue to integrate the
core competence of biotechnology with social responsibility, nurture
talents for the greening field and develop green economy. The Group
not only expects to have a significant influence on the food industry,
but also hopes to arouse the awareness of climate change among
global citizens in an endeavour to contribute to the sustainable
development of the environment of the Earth and create a better
home together.
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The directors of the Company (“Directors”) present their report and
the audited accounts for the year ended 31 December 2016.

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.

Preface

For fair review of the Group’s business, the description about major
risks and uncertainties and business prospects, please refer to
“Chairman’s Statement” and “Management Discussion and Analysis”
in this Report.

Subsequent events after year end date

No major event that influences business operation of the Group has
occurred since 31 December 2016 (the balance sheet date of the
financial year under review) until the date of this report.

Analysis of key financial performance indicators

For detailed key financial performance indicators that reflect business
performance of the Group, refer to “Financial Highlights” on page 5
in this Annual Report.

Corporate environmental policy and performance

Environmental protection has always been a key target that the
Group is concerned and works hard on. The Group has worked
out an environmental policy and included environmental protection
in daily management in accordance with related environmental
protection laws and regulations applicable to the production
base. The Group has also helped every employee cultivate their
environmental protection awareness, strengthen the environmental
protection concept, prevent environmental pollution, and cherish the
earth’s natural resources, so as to conserve energy, reduce carbon
footprint, and jointly build a sustainable green enterprise.
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In line with the national policy for production base, the Group
regularly holds all kinds of environmental safety drills and review
meetings to enhance the disaster response capability of employees,
creates a safe industrial environment for all the employees, and
actively strives to become a model enterprise in labour safety and
health.

The Group will continuously promote its environmental protection
policy to meet the following requirements:

1. Comply with or surpass provisions of the related laws and
internal standards.

2. Carry out corporate activities in light of the principles of paying
attention to personal safety, environmental protection and
resources conservation.

3. Minimize the emission of waste gas, waste water and waste
material as far as technically feasible.

4. Advocate recycling of resources to achieve the objective of
reducing material consumption and waste.

58 Include the concept of environmental protection, safety
and health in employee training and carry out all kinds of
environmental safety and health activities.

6.  Check the progress and implementation effect of each plan on
an annual basis and improve deficiencies to achieve the purpose
of continuous improvement.

Compliance with laws and regulations

The Group constantly updates related laws and regulations applicable
to the production base (in Vietnam and China) and ensures
compliance with them. The Group’s assets are located in Vietnam and
China respectively, while its income mainly comes from operations
of the Vietnam plant. During the year under review, the Group
observed the applicable laws and regulations of the country where
the production base is in all the aspects of significant influences.
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Major relationships with employees, customers and suppliers
The Group energetically cultivates local talents of the production
base to become major officers, and provides outside training or
internal training specific to expertise of employees so as to enhance
professional functions of all employees. The Group promotes park-
like construction of plants, offers an elegant working environment
and employee dormitories, sets up books, recreation, balls and
other facilities, and organizes comprehensive and attractive welfare
and recreational activities for employees. The Group has been
implementing its corporate citizenship concept and recruiting
outstanding talents to support its sustainable operations. Neither
strike nor major occupational hazard cases ever occurred during the
year under review.

The Group has established sound interactive relationships with
suppliers to realize efficient cooperation and jointly meet the business
requirements of all the customers. The purchase department of
the Group regularly reviews the supply quality with suppliers, and
examines all the production processes of the supply plant on site to
ensure stable and high purchase quality of the Group. Prior to each
purchase project, the Group has clarified the Group's regulations
and standards to the supplier; all purchase processes comply with
the principles of openness, fairness and justice, and agreements are
signed to ensure rights and interests of both parties.

The Group highly values the opinions and views of all customers,
learns the consumption demand trends of customers by using
different methods and pipelines, analyzes customer feedback
regularly, and adjusts the production and marketing plan flexibly to
meet requirements of all the customers and enhance the Group's
performance gradually. The Group carries out strict control and
inspection of product quality in accordance with international food
regulations so as to provide customers with products and services
of the best quality. The Group signs sales agreements with all the
major customers and distributors and maintains good cooperation
relationships with them by observing the standard sales procedures of
the Group.

The results of the Group for the year ended 31 December 2016 are
set out in the consolidated income statement on page 90.

The Board recommended the payment of a final dividend of 0.837 US
cents per share, totalling US$12,740,000 (2015: US$4,583,000) for
the year ended 31 December 2016. Subject to shareholders’ approval
at the forthcoming annual general meeting of the Company, the
final dividend will be paid in cash on or around 9 June 2017 to the
shareholders whose names appear on the register of members of the
Company on 31 May 2017.
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Report of Directors

EEERE

DONATIONS

Donations made by the Group during the year ended 31 December
2016 amounting to US$98,000.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s share premium reserve
(subject to the Cayman Companies Law and the articles of association
of the Company) and retained earnings available for distribution to
the Company’s shareholders are set out in Note 34 to the accounts.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s shares during the year ended 31
December 2016.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2016, the Group purchased
less than 35% of its goods and services from its 5 largest suppliers
and sold less than 20% of its goods and services to its 5 largest
customers. None of the directors, their associates or any shareholder
(which to the knowledge of the directors owns more than 5% of the
Company's share capital) had an interest in these major suppliers or
customers.

EMPLOYEE COMPENSATION AND TRAINING

As at 31 December 2016, the Group had a total of 3,763 employees,
3,532 of whom were employed by subsidiaries in Vietnam, 217 by
subsidiaries in the PRC and 14 by the Taiwan Branch. The Group's
employees are remunerated in accordance with prevailing industry
practices, and with reference to the financial performance of the
Group and performance of individual employees. Other fringe
benefits such as accommodations, meals, insurance, medical
coverage and provident fund are provided to employees to ensure
staff loyalty and the Group's competitiveness. To enhance the quality
of human resources, bolster the professional skills and management
abilities of employees and build localised workforces, the Group
provides job rotation as well as internal and external training courses
and seminars on professional skills, languages, etc.
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Report of Directors

EEERE

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
YANG, Kun-Chou

Non-executive Directors
HUANG, Ching-Jung
CHOU, Szu-Cheng

Independent Non-executive Directors
CHAO, Pei-Hong

KO, Jim-Chen

CHEN, Joen-Ray

HSIEH, Lung-Fa

According to Article 87(1) of the Company’s articles of association,
Mr. YANG, Tou-Hsiung, Mr. YANG, Cheng, Mr. YANG, Kun-Hsiang
and Mr. CHEN, Joen-Ray will retire by rotation at the forthcoming
annual general meeting of the Company. 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 28 to 33.
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As at 31 December 2016, the interests of Directors of the
Company in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the

mean

ing of Part XV of the Securities and Futures Ordinance

(the "SFQ"), were as follows:—

(@ RZE—XR"F+ZA=+—H FAQFE=E
ERARRAHEEMEEEE (E&ERE
7 M ERPIEXVER) 2 B - HE R (D
MEEFEPHB 2ERZIT: —

Interests in shares

R Pz S

Percentage of
issued shares

Number of of the Company
Name Capacity ordinary shares HARATE BT
£ g1 EEREE RHBE DL
Mr. YANG, Tou-Hsiung Interest of company 169,730,196 11.15%
TR controlled by him Long Positions
REZEH Z 7w A
(Notes 1 and 3)
(BaE1%3)
Mr. YANG, Cheng Interest of company 169,730,196 11.15%
15 IE 54 controlled by him Long Positions
REEH Z 7w A
(Notes 2 and 3)
(KtzE2k3)
Mr. HUANG, Ching-Jung Beneficial owner 200,000 0.01%
ERELE EmEAA Long Positions
A
Mr. CHAO, Pei-Hong Beneficial owner 500,000 0.03%
=Ry e EmEAA Long Positions
A
Notes: Mz -
1. Mr. YANG, Tou-Hsiung was entitled to exercise or control 1. BRI S B REITE SR IT
the exercise of more than one-third of the voting power King International Limited ([King
of King International Limited (“King International”). Mr. International | ) BB =52 —# X
YANG, Tou-Hsiung was therefore deemed to have interest SRAE - 15 B M T £ A W A48 A R King
in the 169,730,196 shares of the Company as held by King International¥ & 2 169,730,196 & &~ A
International. TR PRS-
2. Mr. YANG, Cheng was entitled to exercise or control the exercise 2. BELEEBRETERZHITHEKInG
of more than one-third of the voting power of King International. InternationalfBiB =% 2 —HIRRE - 15
Mr. YANG, Cheng was therefore deemed to have interest IS E A MR AR King InternationalF
in the 169,730,196 shares of the Company as held by King B 2169,730,196 & AN A )AL 1D A 7k A #E
International. 5o
3. The interests that Mr. YANG, Tou-Hsiung and Mr. YANG, Cheng g BHEEEERERBEXEMBEA Z

had in the 169,730,196 shares were of the same block of shares.

169,730,196 A% 10 #E a5 J5 B A R — HL AR

,T/'\ @
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Pursuant to Rule 13.51B(1) of the Listing Rules, the changes and
updates in Directors’ information during the year ended 31 December
2016 are as follows:—

1. Mr. CHOU, Szu-Cheng, a Non-executive Director, no longer
served as a Supervisor and was appointed as the Independent
Non-executive Director of Shih-Kuen Plastics Co., Ltd., a
publicly-traded company on the Taiwan Stock Exchange
Corporation, with effect from 24 June 2016.

2. Mr. CHAO, Pei-Hong, an Independent Non-executive Director,
was appointed as the Independent Non-executive Director of
Force-MOS Technology Co., Ltd., an emerging-stock company
on the Taiwan Stock Exchange Corporation, with effect from 2
June 2016.

3. Mr. CHEN, Joen-Ray, an Independent Non-executive Director,
was appointed as the Independent Non-executive Director of
Vectorite Biomedical Inc., an emerging-stock company on the
Taiwan Stock Exchange Corporation, with effect from 28 June
2016.

4. Mr. HSIEH, Lung-Fa, an Independent Non-executive Director,
no longer served as the member of remuneration committee
of Long Bon International Co., Ltd., a company listed on the
Taiwan Stock Exchange Corporation, with effect from 6 May
2016. And no longer served as a professor of the Business
Administration Department of University of Chung Yuan
Christian University, Taiwan since 1 August 2016.

5. Mr. NI, Chih-Hao was appointed as the Group’s Chief Financial
Officer and the Executive Vice President of Vedan Vietnam, with
effect from 30 March 2016.

6. Mr. HSIEH, Jau-Hwang no longer served as the Group’s Chief
Financial Officer, with effect from 29 March 2016.

Saved as disclosed above, the Directors are not aware of any other
change in the Directors’ information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules since the date of the
2016 annual report of the Company.
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Save as disclosed above, as at 31 December 2016, none of the
Directors or chief executives 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 Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV 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 in Appendix 10 of the Listing Rules, to be notified to the
Company and the Hong Kong Stock Exchange; nor had they been
granted such rights.

Each of Mr. YANG, Tou-Hsiung, Mr. YANG, Cheng, Mr. YANG,
Kun-Hsiang and Mr. YANG, Chen-Wen has entered into a service
agreement with the Company for an initial period of three years
commencing on 27 June 2003. Such service agreements may
continue thereafter from year to year until terminated by not less
than three months’ notice in writing served by either party to the
other following the expiration of the end of the initial term or at any
time thereafter.

Mr. YANG, Kun-Chou has entered into a service agreement with the
Company for a fixed period of three years commencing on 8 March
2015.

Each of Mr. HUANG, Ching-Jung and Mr. CHAO, Pei-Hong has
entered into a service agreement with the Company for an initial
term of one year commencing on 27 June 2003. Such service
agreements may continue thereafter from year to year until
terminated by one month’s notice in writing served by either party to
the other following the expiration of the end of the initial term or at
any time thereafter.

Mr. CHOU, Szu-Cheng has entered into a service agreement with the
Company for a term of three year commencing on 31 May 2015.
Mr. Chou and the Company may, upon or before the expiration of
the original term or any renewed term (as the case may be) thereof,
agree in writing to extend the term of the service agreement for
another year. If the Company and Mr. Chou do not agree to extend,
the service contract shall lapse upon the expiration of the original
term or any renewed term (as the case may be) of the service
agreement. During the renewed term, Mr. Chou’s appointment may
be terminated by the giving of one month’s notice in writing by
either party to the other.
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Mr. KO, Jim-Chen has entered into a service agreement with the
Company for a term of three year commencing on 1 April 2015.
Mr. Ko and the Company may, upon or before the expiration of the
original term or any renewed term (as the case may be) thereof,
agree in writing to extend the term of the service agreement for
another year. If the Company and Mr. Ko do not agree to extend, the
service contract shall lapse upon the expiration of the original term
or any renewed term (as the case may be) of the service agreement.
During the renewed term, Mr. Ko's appointment may be terminated
by the giving of one month's notice in writing by either party to the
other.

Mr. CHEN, Joen-Ray has entered into a service agreement with the
Company for a term of three year commencing on 1 April 2015.
Mr. Chen and the Company may, upon or before the expiration of
the original term or any renewed term (as the case may be) thereof,
agree in writing to extend the term of the service agreement for
another year. If the Company and Mr. Chen do not agree to extend,
the service contract shall lapse upon the expiration of the original
term or any renewed term (as the case may be) of the service
agreement. During the renewed term, Mr. Chen’s appointment may
be terminated by the giving of one month’s notice in writing by
either party to the other.

Mr. HSIEH, Lung-Fa has entered into a service contract with the
Company for a fixed term of three year commencing on 26 December
2015.

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.

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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The Articles of Association provides that the Directors shall be 4 ZERMAUEFEETHAIRARAINEER
indemnified and secured harmless out of the assets and profits of  FEESFEE  ZEA LRSS EOBGHITHR
the Company from and against all actions, costs, charges, losses, BEREFTEL - BENEARTEAMBRAR
damages and expenses which they shall or may incur or sustain by or  SZHFTAFR - BH - WE BX - BENMAL
by reason of any act done, concurred in or omitted in or about the  AIEMERE I T IEE  ERBERETLT
execution of their duty; provided that this indemnity shall not extend HE{IfEEFKFXTHEEBNER -

to any matter in respect of any fraud or dishonesty which may attach

to any of the Directors.

EE%%ETEE’\JHE EEHIN RARRERNIL &
HMEAERI AL  RAFEABEITLEMAL
B EEARNREMEHNBEBE D HAEM
&

e

Other than the service contracts of the Directors, the Company
has not entered into any contract with any individual, firm or body
corporate to manage or administer the whole or any substantial part
of any business of the Company during the year.

HFHMHE\E@

okt
A

Transactions with Vedan Enterprise Corporation (“Taiwan HIXKALCERBERAT([AEKANZRS
Vedan”)

For the year ended 31 December 2016, the Company entered into EHE-ZT— A NF+_-_A=+—HILFE AQF
the following transactions with its substantial shareholder, Taiwan EEF TR R K EEA LS EKRMET TR
Vedan, a connected person of the Company, which constituted 5 MZEXSENBEST EMRAFEI4AZR
continuing connected transactions of the Company and were subject HEAERTEZHEBER S ARANTEEE
to the reporting and announcement requirements under Chapter 14A TR BIE4AENERIEL BEEE

of the Listing Rules. The Company has complied with the disclosure

requirements in accordance with Chapter 14A of the Listing Rules:

Note Us$'000
bz FET
A.  Sale of goods to Taiwan Vedan A. AREKNEEER (i) 6,164
B.  Technological support fee paid to B. A 8 E RN (ii) 2,156

Taiwan Vedan Rt &
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Notes:

(i)

(iii)

Vedan

The Group has been selling certain GA (acronym as “glutamic acid”),
MSG (acronym as “monosodium glutamate”) and cassava starch based
industrial products to Taiwan Vedan and its subsidiaries (other than
members of the Group) (“Taiwan Vedan Group”) for use in Taiwan. On
7 November 2014, the Company and Taiwan Vedan entered into an
agreement in respect of the sales of such products by the Group to the
Taiwan Vedan Group for a term of three years from 1 January 2015 to
31 December 2017 (“Taiwan Sales Agreement”). At the relevant time,
the Company estimated that the annual total aggregate amount of
sales of the products to the Taiwan Vedan Group will not exceed the
maximum cap of US$50,000,000 for each of the three financial years
ending 31 December 2017. The Directors believe that the sale of goods
to the Taiwan Vedan Group pursuant to the Taiwan Sales Agreement will
generate additional income to the Group.

US$6,164,000 represents the annual total aggregate amount of sales
of the products by the Group to the Taiwan Vedan Group for the
financial year ended 31 December 2016, which has not exceeded the
relevant maximum cap of US$50,000,000 as disclosed in the previous
announcement dated 7 November 2014.

The Taiwan Vedan Group has been providing certain technological
support services to the Group. On 7 November 2014, the Company and
Taiwan Vedan entered into an agreement in respect of the provision of
such services by the Taiwan Vedan Group to the Group for a term of
three years from 1 January 2015 to 31 December 2017 (“Technology
Support Agreement”). At the relevant time, the Company estimated
that the annual total aggregate amount of service fee payable pursuant
to the Technology Support Agreement will not exceed the maximum
cap of US$2,500,000 for each of the three financial years ending 31
December 2017. The Directors believe that the technology support
from Taiwan Vedan Group will benefit the Group's future business
developments.

US$2,156,000 represents the annual total aggregate amount of
service fee payable by the Group to the Taiwan Vedan Group for the
financial year ended 31 December 2016, which has not exceeded the
relevant maximum cap of US$2,500,000 as disclosed in the previous
announcement dated 7 November 2014.

The prices of goods and services provided to connected persons of the
Company are determined within the normal commercial price range
and the price quotation of the product is determined after taking
into account the production cost and the local market price of the
product with an aim to maintain the overall gross profit margin within
a reasonable range. The management of the Company has reviewed
the prices of transactions with connected persons and those with other
independent customers on a quarterly basis to ensure that the pricing
and terms with connected persons are fair and reasonable, and has
reported the relevant information at least once every six months to the
Board for review.

International (Holdings) Limited BRAHEIFR (38R) BRA A

B

(iii)
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Confirmations

The aforesaid continuing connected transactions for the year ended
31 December 2016 have been reviewed by Independent Non-
executive Directors of the Company. The Independent Non-executive
Directors confirmed that the aforesaid connected transactions were
entered into (a) in the ordinary and usual course of business of the
Group; (b) on normal commercial terms or better; and (c) according
to the agreement governing them on terms that are fair and
reasonable and in the interests of the Company’s shareholders as a
whole.

The Company's auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group on pages 81 to 87 of the annual report in
accordance with paragraph 14A.56 of the Listing Rules. A copy of
the auditor’s letter has been provided by the Company to Hong Kong
Stock Exchange.

Details of the related party transactions entered into by the Group
during the year ended 31 December 2016 are set out in Note 33
to the accounts. Save for the continuing connected transactions
disclosed above, none of these related party transactions constitutes
a connected transaction as defined under the Listing Rules which
requires to be disclosed.

Save for the continuing connected transactions disclosed above
and certain other continuing connected transactions/connected
transactions which is exempted from reporting, annual review,
announcement and independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules, during the reporting year,
there were no other transactions which constituted connected
transaction or continuing connected transactions that were subject to
the reporting requirements under the Listing Rules.

The Company has complied with the requirements for connected
transactions in Chapter 14A of the Listing Rules.
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Report of Directors

EEERE

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

FIVE-YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the group

for the last five financial years is set out on page 174 of the annual
report.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS OR SHORT
POSITIONS IN SHARES

So far as known to the Company, as at 31 December 2016, other
than the interests of the Directors or chief executives of the Company
as disclosed above, the following persons had interests in the 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:

EEWRE
ARAREBERARNKASHS AL ERSL
BEERTE BERAQARLIARBRREE
FAAD o

IFMBEE
AEBRBARTAMBRFENEEREENE
BERBBENAFERFE 1748 -

FERRREMZERBKR

BARBMM R_F—RFt-_A=1+—8"
BREXFAEBEARARESZHZEHITHRABNE
@I A TATRARBRM P HEREES R
HERPIEXVERFE2 R E3N B Z EXARAR
BIRBENED  RIARRRIREZE S LS K
PIZE336IGMIFE 2 B M AR :

Percentage of
issued shares

Number of of the Company
Name Capacity ordinary shares HELARE
£ 18 514 ZER#EA BITROBES L
Billion Power Limited (“Billion Power") Beneficial owner 512,082,512 33.62%
EmnEE A Long Positions
S}
(Note 1)
(BEET)
Vedan Enterprise Corporation Interest held by its controlled 512,082,512 33.62%
(“Taiwan Vedan"”) corporation Long Positions
IR EROAER AT ([REKRS]) REESZCEER S=)
King International Beneficial owner 169,730,196 11.15%
EmnEEA Long Positions
S~}
Concord Worldwide Holdings Limited Beneficial owner 127,297,646 8.36%
EmEEA Long Positions
TA
High Capital Investments Limited Beneficial owner 127,297,646 8.36%
EmEEA Long Positions
R
Notes: B 5
1 Billion Power was a wholly-owned subsidiary of Taiwan Vedan. Taiwan 1. Billion PowerR & BRI 2 EMBE AR WA

Vedan was therefore deemed to be interested in these 512,082,512
shares held by Billion Power.
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Save as disclosed above, so far as is known to the Company, as at
31 December 2016, no other person (not being a Director or chief
executives of the Company) 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 Hong Kong Stock Exchange, 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.

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
Annual Report, the Company has maintained a sufficient public float.

Five Directors of the Company, namely, Messrs. YANG, Tou-Hsiung,
YANG, Cheng, YANG, Kun-Hsiang, YANG, Chen-Wen and YANG,
Kun-Chou were also directors of the Group’s controlling shareholder,
Taiwan Vedan. In addition, Messrs. YANG, Tou-Hsiung, YANG,
Cheng, YANG, Kun-Hsiang, YANG, Chen-Wen and YANG, Kun-Chou
indirectly held approximately 19.77 percent., 9.89 percent., 6.18
percent., 8.24 percent, and 6.18 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 of the Group (“Product
Portfolio”).

Since Messrs. YANG, Tou-Hsiung 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
and YANG, Chen-Wen together with an independent management
team. In Taiwan Vedan, Mr. YANG, Kun-Chou is mainly responsible
for the sales of the products of the Company and products of other
companies which the Company acts as an agent within Taiwan.
In the Group, he provides guidance and assistance for selling the
Group's products in Vietnam and the PRC markets. Taiwan Vedan
and the Group are operated by separate sales teams which are
independent of each other, while market segmentation shall comply
with the details of the territorial delineation agreement signed by
the Group and Taiwan Vedan. 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.
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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.

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
28 March 2017
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TO THE SHAREHOLDERS OF
VEDAN INTERNATIONAL (HOLDINGS) LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

What we have audited

The consolidated financial statements of Vedan International
(Holdings) Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 88 to 173, which comprise:

. the consolidated balance sheet as at 31 December 2016;

° the consolidated income statement for the year then ended;

o the consolidated statement of comprehensive income for the
year then ended;

o the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which
includes a summary of significant accounting policies.

B gk K E
HEPER (ZER)ERLATARRE
(REIEHEFME T BERAA)
R
BIIE&EF AR
PIF N FESSE173IE MK B (IR BRA
TUEATH&ﬁWF“ ([&&£E]) M5
AU HRER EREE:

s RIE-RFT-A=+-HBHE/REE
BERXR:

s HEZALFENKRAENRER:

. BEZALEENGASEKNE

. HASZALSENSARSEDHE

4 HEZHIEFEMNGRAHERER K

s KRAMBHRRWE ETFERIZER
RE-

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.
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Key audit matter identified in our audit is summarised as follows:

o Impairment of goodwill

Key Audit Matter
HREEH

BFERE P RANERETFEAMADT

. HERE

How our audit addressed the Key Audit Matter
RPN ET U AEERRETER

Impairment of goodwill

AmERE

Refer to note 8 to the consolidated financial statements

FE2HEE B MR TS

As at 31 December 2016, the carrying amount of the
Group's goodwill amounted to US$7.3 million related to
the PRC MSG business. As described in the Accounting
Policies in note 2.7, goodwill impairment assessments
are undertaken annually or more frequently if events
or changes in circumstances indicate a potential
impairment. The carrying value of goodwill is compared
to the recoverable amount, which is the higher of value-
in-use and the fair value less costs to sell.
RZE—AFT+ZA=+—H EBEEEHEAPEHKEE
%ﬁ%%ﬁ%%%ﬁﬁﬁmﬁ%%ﬁﬁﬂ%ﬁﬂ]Z@
STEGRAT  BESFETREN G TERAEMHLER
ﬁ1ﬁE“ETT EHIRRER - B AR AL - R
FEHERAWESE (NEREEREA TEREEXAR
ZEEE) LR

Management tests annually whether goodwill suffered
any impairment. The carrying value of goodwill is
determined based on value-in-use calculations. These
calculations use pre-tax cash flow projections based on
financial budgets approved by management covering a
five—year period. Cash flows of the related CGU beyond
the five-year period are extrapolated using the estimated
growth rates.

T B 2D hBREMRE %@Fﬁﬁiiﬁﬁﬂﬁ
ﬁ@W$EE&Vﬁ%FE BEHAsmEE-EREER

BN EREEZ AFHNBRERELERAREY
A Iﬁi/mi?@/ﬁ” BERAFHMEERIRSEMMIE
EREAGTEREER -

We focus on this area because these calculations and
valuations require the use of significant judgements
and estimates. These estimations are also subjected to
uncertainty.

HRZEAETERGKES
BPAE TSR -

Z{F B KR ) T R b &t
ZEMET I TNARERTE

We evaluated the appropriateness and consistency of
assumptions and estimates applied in financial budget
approved by management covering a five-year period such
as sales growth rate, gross margin and discount rate by
comparing with current year and historical trends.
BMEBEBLBHEEERE EMNERTREXSNREER
FEriBs FhEANEEBMAE s AFBMBREEF R
R EAEFEES R Bt

We involved our internal valuation specialist to assess
the valuation methodology, discount rate adopted and
the numerical accuracy of the calculations prepared by
management.
BMABEEERE2EAFGERBETTENMGEER
FERANTRERE B B AR -

We evaluated management’s sensitivity analysis which
considers the effect of reasonably possible changes of major
assumptions including sales growth rate, gross margin and
discount rate to the recoverable amount of goodwill.

BMENBEEENSRESIN EFEREERZALEE
BHAERIHNTE BRHEEERX ENELEHEAR
oS ENFTIRE-

Based on the procedures described, we considered the
methodology used and key assumptions applied in the
impairment assessment of goodwill is supportable.
RBEFMEF  BPIR BN EERENERAERNTER
FERNEERRABRE -
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, in accordance with Section 405 of the Hong
Kong Companies Ordinance and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.
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o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’'s report to the related
disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Chan Kam Chiu Raymond.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 March 2017
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As at 31 December

R+=—A=+—8
2016 2015
—E-REF —E—A8F
Note Us$‘000 Us$'000
B & FEx FET
ASSETS BE
Non-current assets IRBEE
Land use rights & s A 6 2,321 2,544
Property, plant and equipment M- WEREE 7 143,263 156,603
Intangible assets EBEEE 8 8,677 9,177
Long-term trade receivables REEWE Z R 13 168 =
Long-term loan and receivables REFE R % B W RUIE 13 90 70
Investment in an associate REEE QT 2 ®wE 10 3,350 3,365
Total non-current assets FRBEELE 157,869 171,759
Current assets REBEE
Inventories FE 12 65,282 80,037
Trade receivables FEUWE 5 BR N 13 27,825 29,863
Amount due from the non-controlling YT B A =) FEIEARE =
interest of a subsidiary Z IR 823 879
Short-term loan to an associate BTEE AR ZEEER 10, 33(d) 120 120
Prepayments and other receivables T8~ FRIE K i E YRR 13 13,283 10,451
Short-term bank deposits RMHISRITIE R 14 33,287 19,330
Cash and cash equivalents RekHFEZEEY 14 55,210 44,190
Total current assets REBEELE 195,830 184,870
Non-current assets held for sale BEGEZHRBDEE 7 3,091 -
Total assets EEHAE 356,790 356,629
EQUITY R
Equity attributable to owners AREEEAELER
of the Company
Share capital [N 15 15,228 15,228
Reserves s 16 266,307 260,390
281,535 275,618
Non-controlling interest I IR 2 (2,329) (2,168)
Total equity ERBRE 279,206 273,450
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As at 31 December

R+=—HA=+—8
2016 2015
—E-ARF —T—AF
Note uUss$‘000 Us$'000
B 5 FEx FET
LIABILITIES =K
Non-current liabilities FRBEE
Bank borrowings RITIEE 18 24,190 28,613
Deferred income tax liabilities RERMSHAaRE 19 3,416 4,178
Retirement benefit obligations BAREMNEE 28 1,386 1,230
Long-term environmental provision RHIRIREE 17 113 E
Total non-current liabilities kRBEBELAE 29,105 34,021
Current liabilities REBEE
Trade payables JETE SR 17 18,296 10,686
Accruals and other payables JEET B R & E bR IR 17 15,637 13,548
Amounts due to related parties IS B RE AT RIE 33(d) 836 946
Bank borrowings RITEE 18 12,620 23,113
Current income tax liabilities ENEAFT S B & 1,090 865
Total current liabilities B AEEEE 48,479 49,158
Total liabilities =Rtk 77,584 83,179
Total equity and liabilities ERREEEE 356,790 356,629

The notes on pages 94 to 173 are an integral part of these

consolidated financial statements.

The financial statements on pages 88 to 173 were approved by the
Board of Directors on 28 March 2017 and were signed on its behalf.

Yang, Tou-Hsiung

Yang, Kun-Hsiang

B B
Director Director
EFE EBF

BN EUE173AMNMETIBARA MIEHRERED
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Year ended 31 December

BE+t-A=+—-HLEE

2016 2015
—E—RE —T—AF
Note us$'000 Us$'000
P 5E TEx FE=T
Revenue Woas 5, 20 327,640 327,821
Cost of sales & KA 22 (248,610) (267,118)
Gross profit EX 79,030 60,703
Other losses — net HihEE— 558 21 (4,090) (1,786)
Selling and distribution expenses HE R HAX 22 (21,517) (20,737)
Administrative expenses THRAX 22 (24,743) (21,937)
Operating profit LR T 28,680 16,243
Finance income B BURA 686 799
Finance costs BB (875) (1,136)
Finance costs — net BB — 88 23 (189) (337)
Share of post-tax loss of an associate FEAG B & A R
B 1% B 18 10 (15) (28)
Profit before income tax BRETB B ANER 28,476 15,878
Income tax expense FrisHiF 24 (6.243) (4,048)
Profit for the year KEERF 22,233 11,830
Profit attributable to: LU & 7 AR
Owners of the Company KARHEE A 22,501 12,095
Non-controlling interest FEIE R (268) (265)
22,233 11,830
Earnings per share for profit ARAREE AR
attributable to the owners of the FRBEFNZESREF
Company during the year (expressed (LA EREAFIR)
in US cents per share)
Basic earnings per share BRELRER 26 1.48 0.79
Diluted earnings per share BR#BEER 26 1.48 0.79
The notes on pages 94 to 173 are an integral part of these HHMNFIUAE173EMKEIIBREAMBHRED

consolidated financial statements.
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Year ended 31 December

BE+tZ-A=+—-HLEE

2016 2015
—E-ARF —T—AF
Us$’000 Us$'000
FER FET
Profit for the year AKEERF 22,233 11,830
Other comprehensive loss: Hih2mEEE:
ltem that may be reclassified to AIEHHEEEE 2EE
profit or loss
Currency translation differences PEH =% (2,073) (2,789)
Other comprehensive loss AFEERBFAHGCE2EER
for the year, net of tax (2,073) (2,789)
Total comprehensive income rEEZHEBALLE
for the year 20,160 9,041
Total comprehensive income/(loss) DTE&FEEEAEER2E
for the year attributable to: WA (R #5HE:
— Owners of the Company A YNEIEZ PN 20,261 9,159
- Non-controlling interest —FFIERE R (101) (118)
Total comprehensive income rEEZHEBALLE
for the year 20,160 9,041

The notes on pages 94 to 173 are an integral part of these #HKREIAE173EMM T IBRLAMIBHREN
consolidated financial statements. —#H e
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Consolidated Statement of Changes in Equity
PPy EY Y E:

Attributable to owners of the Company

KAAERARS
Non-
Share Share Other Merger Retained controlling Total
capital premium reserve reserve earnings Total interest equity
B R EE Hipfte ARRE REBA ax  FERER BLEE

US§'000 US§'000 US$'000 US$'000 Us$'000 US§'000 US§'000 Us$'000
TER e TEL e TEL TER TEL TER

Balance at 1 January 2015 R-E-RE-A-B7&4 15,28 47,358 16,344 79,994 109,705 269,129 2030 267,099
Comprehensive income 2EHRA

Profit for the year KEERF - - - - 12,095 12,095 (265) 11,830
Other comprehensive income/(loss) ~ Eft2ERA/ (H#)

Currency translation differences ERZE - - (2,936) - - (2,936) 147 (2,789)
Total comprehensive income/(loss) ~ 2ERA/ (KR 48 - - (2,936) - 12,095 9,159 (118) 9,041

Total transactions with owners BREEAZARSE

Dividends (Note 25) T8 (E2s) - - - - (2,670) (2,670) (20) (2,690)
Balance at 31 December 2015 RoB-EE+ZA=1-HZ

&8 15,228 47,358 13,908 79,994 119,130 275,618 (2,168) 273,450
Balance at 1 January 2016 RZE-"E-A-Az&8 15,228 47,358 13,908 79,994 119,130 275,618 (2,168) 273,450
Comprehensive income 2EBA
Profit for the year REFET - - - - 22,501 22,501 (268) 22,033
Other comprehensive income/(loss) ~ Ef2EMB A/ (FB)
Currency translation differences EizE - - (2,240) - - (2,240) 167 (2,073)
Total comprehensive income/(loss) ~ 2FWA/ (Fi8) B - - (2,240) - 22,501 20,261 (101) 20,160
Total transactions with owners BEAAZBRSE
Dividends (Note 25) &2 (K25) = = - - (14,344) (14,344) (60) (14,404)
Balance at 31 December 2016 RZB-RE+=A=+-H2

] 15,228 47,358 11,668 79,994 127,287 281,535 (2,329 279,206

The notes on pages 94 to 173 are an integral part of these #ENFEIAE173E MM sE I EKLEE FEIRED
consolidated financial statements. — & e
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Year ended 31 December

BE+t-A=+—-HLEE

2016 2015
—E—XF —ZT—AhF
Note Us$'000 Us$'000
B 5 FEx FE
Cash flows from operating activities REEBZHERE
Cash generated from operations XBEEZES 30 73,829 58,174
Interest paid B F A (900) (1,269)
Income taxes paid EAER (6,701) (4,669)
Net cash generated from operating REEXEBEEZ
activities b 66,228 52,236
Cash flows from investing activities REFTHZHRERE
Purchases of property, plant and BEME WEREE
equipment (11,798) (13,012)
Proceeds from disposal of property, HEME BEX
plant and equipment BB TS RIE 30 62 23
Proceeds from disposal of assets LEFELEZ
held for sale BEZSRIEA - 2,386
Purchases of intangible assets BEERVEE 8 (132) (151)
Increase in short-term bank deposits 58 HASR1T 17 )38 0 (13,957) (15,867)
Decrease in restricted cash PR HIER 2R A = 4,249
Increase in short-term loan to LTHERAZ
an associate S EE R N = (120)
Decrease in amount due from e A W/N Il
an associate RIER A - 123
Interest received 2UH B 686 799
Net cash used in investing activities BEEBAZ
REFH (25,139) (21,570)
Cash flows from financing activities RETEZEERE
Dividends paid BB E 25 (14,344) (2,670)
Proceeds from bank borrowings RITEEMEHNIEA 16,735 73,236
Repayment of bank borrowings BERITEE (31,651) (93,063)
Net cash used in financing activities BEEBAZ
We (29,260) (22,497)
Net increase in cash and ReRELEEY
cash equivalents B INFEE 11,829 8,169
Cash and cash equivalents RENzRE R
at beginning of year REeEEY 14 44,190 37,491
Exchange losses on cash and RekREEBYWZ
cash equivalents FE X &8 (809) (1,470)
Cash and cash equivalents RERZRER
at end of year HEEEY 14 55,210 44,190
The notes on pages 94 to 173 are an integral part of these E B el

consolidated financial statements.

BHRFIAR173AMMEIBKER S
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Vedan International (Holdings) Limited (“the Company”) and
its subsidiaries (together the “Group”) manufacture and sell
fermentation-based food additives, biochemical products and
cassava starch-based industrial products including modified
starch, glucose syrup, Monosodium Glutamate (“MSG”"),
soda and acid. The products are sold to food distributors,
international trading companies, and manufacturers of food,
paper, textiles, and chemical products in Vietnam, other ASEAN
member countries, the People’s Republic of China (the “PRC"),
Japan, Taiwan, and several European countries.

The Company is a limited liability company incorporated in the
Cayman Islands. The address of its registered office is P.O. Box
10008, Willow House, Cricket Square, Grand Cayman KY1-
1001, Cayman Islands.

The Company is listed on The Stock Exchange of Hong Kong
Limited.

These financial statements are presented in United States
dollars (“US$"), unless otherwise stated.

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation
The consolidated financial statements of the Group have
been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRS"). The
consolidated financial statements have been prepared
under the historical cost convention.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements, are disclosed in Note 4.
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Notes to the Consolidated Financial Statements

RE M BRI

2 BASIS OF PREPARATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES

N

RREERFERHBREE (W)

(continued)
2.1 Basis of preparation (continued) 21 RBEE(E)
(@) The following new standards, interpretations and (@) ARABERFAZTE—RNF—

amendments to standards are mandatory for the
Company for the first time for the financial year
beginning on or after 1 January 2016, but have not
had any significant impact on the preparation of the
consolidated financial statements.

A—BRZERABZHBEFER
BRERTIHMEL 2EBR
B Z B BXEEEA Y
BRRZMBEELTAERY
o

HKFRS 10, HKFRS Investment Entities: Applying ERMBREER KREEZE:
12 and HKAS 28 the Consolidation F105 ABHMB  ERAH

(Amendments) Exception BEENENRR B
B gL
£28% (BFTK)
HKFRS 11 Accounting for Acquisitions ERMBREEL WESRER
(Amendment) of Interests in Joint E15 (BFTR) BHzed
Operations FREd
HKFRS 14 Regulatory Deferral Accounts ERMBREEN EEETRE
F145%
HKAS 1 Disclosure Initiative BERSHENE S RETEH
(Amendment) (3T A)

HKAS 16 and HKAS
38 (Amendments)

Clarification of Acceptable
Methods of Depreciation
and Amortisation

HKAS 16 and HKAS  Agriculture: Bearer Plants

41 (Amendments)

BEGTENEI6% BEUERZ
REEGER REREH
F38% (BAIA) WA

BRGHERE 6% B AEM
REBEHENE B

415% (BFT )

HKAS 27 Equity Method in Separate BRI LN EBNERE
(Amendment) Financial Statements CCHES) ZRERE
Annual Annual Improvements FEMEE )
Improvements 2012-2014 Cycle e S a3
Project BHZFE

St
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Notes to the Consolidated Financial Statements

mEMBEWRE

2 BASIS OF PREPARATION AND SUMMARY 2
OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

2.1 Basis of preparation (continued) 2.1
(b)  The following new standards, interpretation and (b)
amendments to standards have been issued, but are
not effective for the financial year beginning on 1

January 2016 and have not been early adopted.

RREBERFERHBREE (W)

mAEEE (H)

LTRERBGELIR_-F
—RF-R—BRRZITBF
EAER - BIREIZATRA Z 5
R 2B REAZER]

Effective for
annual periods
beginning on or after

RT5 B Z%E%
ZFEEHBEER
HKAS 7 (Amendments) Statement of cash flows 1 January 2017
ER G EUETR (BFTXR) BeREX —Z—tF¥—-HA—H

HKAS 12 (Amendments) Income taxes

ERGFERE125 (BETAR) FMEHR

HKFRS 2 Classification and Measurement of
Share-based Payment Transactions
(amendments)

BB B RS ERE2R RO BERN RN 2D ERE
(EFTAR)

1 January 2017
—E—+F—-H—H

1 January 2018

—E2—-N\F—A—H

HKFRS 9
BB E LA B

HKFRS 15
BV EREERFE 1558

HKFRS 15 (Amendments)
BAYBWEENE155%
SCHEN)

HKFRS 16
BV HEREERFE 1658

HKFRS 10 and HKAS 28
(Amendments)

RV BREERNF 105 &

BB SR ERE285
CCHEN)

Financial Instruments
TRMITA

Revenue from Contracts with Customers

KAEEFA#K W

Clarifications to HKFRS 15 (amendments)
BEAUHREEAFEISRAEE
(BETA)

Leases
HE

Sale or Contribution of Assets between
an Investor and its Associate or
Joint Venture

REEHHABE NFIREERE LN
BELEIEE

1 January 2018
—T-NFE—A—H

1 January 2018
—Z-N\F¥—-HA—H

1 January 2018
—Z-N\F¥—-HA—H
1 January 2019
I e =

To be determined

FHEE

The Group has already commenced an assessment
of the impact of adopting the above new standards,
interpretations and amendments to standards. The
Group is not yet in a position to state whether
substantial changes to the Group’s accounting
policies and consolidated financial statements
presentation will result.

Vedan International (Holdings) Limited & FBEIER (28) GR A7

REE T ARG SRR Ll
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2.2 Subsidiaries
2.2.1 Consolidation
A subsidiary is an entity (including a structured
entity) over which the Group has control. The
Group controls an entity when the Group is
exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over the
entity. Subsidiaries are consolidated from the date
on which control is transferred to the Group. They
are deconsolidated from the date that control

ceases.

(a)

Business combinations

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to
the former owners of the acquiree and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at their fair
values at the acquisition date.

The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis. Non-controlling
interests in the acquiree that are present
ownership interests and entitle their holders
to a proportionate share of the entity's
net assets in the event of liquidation are
measured at either fair value or the present
ownership interests’ proportionate share in
the recognised amounts of the acquiree’s
identifiable net assets. All other components
of non-controlling interests are measured
at their acquisition date fair value, unless
another measurement basis is required by
HKFRS.

Acquisition-related costs are expensed as
incurred.

22 KMIEBAFA

2.2.1
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Notes to the Consolidated Financial Statements

mEM BRI

BASIS OF PREPARATION AND SUMMARY

OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

(a)

Business combinations (continued)

If the business combination is achieved in
stages, the acquisition date carrying value
of the acquirer’s previously held equity
interest in the acquiree is re-measured to fair
value at the acquisition date; any gains or
losses arising from such re-measurement are
recognised in profit or loss.

Any contingent consideration to be
transferred by the Group is recognised at fair
value at the acquisition date. Subsequent
changes to the fair value of the contingent
consideration that is deemed to be an asset
or liability is recognised in accordance with
HKAS 39 either in profit or loss or as a change
to other comprehensive income. Contingent
consideration that is classified as equity is not
remeasured, and its subsequent settlement is
accounted for within equity.

The excess of the consideration transferred,
the amount of any non-controlling interest
in the acquiree and the acquisition-date fair
value of any previous equity interest in the
acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill.
If the total of consideration transferred, non-
controlling interest recognised and previously
held interest measured is less than the fair
value of the net assets of the subsidiary
acquired, in the case of a bargain purchase,
the difference is recognised directly in the
income statement.

98 Vedan International (Holdings) Limited Tk /3 BB (25%) AR A =
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2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

(a)

(b)

(o]

Business combinations (continued)
Intra-group transactions, balances and
unrealised gains on transactions between
group companies are eliminated. Unrealised
losses are also eliminated unless the
transaction provides evidence of an
impairment of the transferred asset. When
necessary, amounts reported by subsidiaries
have been adjusted to conform with the
group’s accounting policies.

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests
that do not result in loss of control are
accounted for as equity transactions — that
is, as transactions with the owners in their
capacity as owners. The difference between
fair value of any consideration paid and the
relevant share acquired of the carrying value
of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-
controlling interests are also recorded in
equity.

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured
to its fair value at the date when control is
lost, with the change in carrying amount
recognised in profit or loss. The fair value is
the initial carrying amount for the purposes
of subsequently accounting for the retained
interest as an associate (Note 2.3), or financial
asset (Note 2.10). In addition, any amounts
previously recognised in other comprehensive
income in respect of that entity are accounted
for as if the Group had directly disposed of
the related assets or liabilities. This may mean
that amounts previously recognised in other
comprehensive income are reclassified to
profit or loss.

22 MEAR (&)
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2.2

2.3

Subsidiaries (continued)

2.2.2 Separate financial statements of the Company
Investments in subsidiaries are accounted for at
cost less impairment. Cost is adjusted to reflect
changes in consideration arising from contingent
consideration amendments. Cost also includes
direct attributable costs of investment. The results
of subsidiaries are accounted for by the Company
on the basis of dividend and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving dividends
from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor's share of the
profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill
identified on acquisition.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss
where appropriate.
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2.3

2.4

Associates (continued)

The Group’s share of post-acquisition profit or loss
is recognised in the consolidated income statement,
and its share of post-acquisition movements in
other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment
to the carrying amount of the investment. When the
Group's share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses,
unless it has incurred legal or constructive obligations or
made payments on behalf of the associate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and
its carrying value and recognises the amount adjacent to
‘share of post-tax loss of an associate’ in the consolidated
income statement.

Profits and losses resulting from upstream and
downstream transactions between the Group and
its associate are recognised in the Group’s financial
statements only to the extent of unrelated investor’s
interests in the associates. Unrealised losses are
eliminated unless the transaction provides evidence of
an impairment of the asset transferred. The financial
information of associate has been changed where
necessary to ensure consistency with the policies adopted
by the Group.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-
maker, who is responsible for allocating resources and
assessing performance of the operating segments, has
been identified as the Executive Directors.

2.3

2.4
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Notes to the Consolidated Financial Statements

mEM BRI

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income statement,
except when deferred in equity as qualifying cash
flow hedges and qualifying net investment hedges.

All foreign exchange gains and losses including
those relate to borrowings and cash and cash
equivalents are presented in the consolidated
income statement within ‘other losses — net’.

Translation differences on non-monetary financial
assets and liabilities are recognised in profit or loss
as part of the fair value gain or loss.

102 vedan International (Holdings) Limited Bk EIBS (28R) AR AT

2 BASIS OF PREPARATION AND SUMMARY 2 RREERIEGHBREE ()
OF SIGNIFICANT ACCOUNTING POLICIES
(continued)
2.5 Foreign currency translation 25 SHEEBRE
(a)  Functional and presentation currency (a) WEERZHEE
ltems included in the financial statements of each AEEZEERBZUBHREM
of the Group’s entities are measured using the BEZER DERZERBKSE
currency of the primary economic environment FIEsEERBERFECEE
in which the entity operates (“the functional ([T EB ) rE - REWH
currency”). The consolidated financial statements WMEARRR 2B R
are presented in US$, which is the Company’s SEZEWMEKETES -
functional and the Group's presentation currency.
(b)  Transactions and balances (b) XZRAEZE

INER SR ZRENE
BB ZEEERZRITERR
BERVEEE ALl R 54
BN 0 R I R R LA SN
BZEREERABMELZ
PE N W E IR R IRE R
MR RS NRTEES
RERATRENEHIRAE
RIFIRE W EPERIN

PBREENRENREEE
MBEBNELBBERE K
RAW[EMBEE-FE] B

E Ik

FEKUWBEERABHEEZ
ERER GREZNERR
RN EREHERN—ED -



2.5

2.6

Foreign currency translation (continued)

(c)

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

- assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

- income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of
the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the rate on the dates of the
transactions); and

- all resulting exchange differences are
recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the closing rate. Exchange differences arising are
recognised in other comprehensive income.

Property, plant and equipment

Property, plant and equipment, except for construction-
in-progress, is stated at historical cost less accumulated
depreciation and accumulated impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

2.5

2.6
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2.6

Property, plant and equipment (continued)
Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged in the consolidated
income statement during the financial period in which
they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful
lives, as follows:

— Properties 15-50 years
— Plant and machinery 10-20 years
— Motor vehicles 5-8 years
- Office equipment 5-8 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Note 2.8).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within ‘other losses — net’, in the
consolidated income statement.

Construction-in-progress, comprising capital expenditure
on buildings and plant where the construction work has
not been completed, is carried at cost less accumulated
impairment losses. No depreciation is provided for
construction-in-progress.
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2.7

Intangible assets

(a)

(b)

(c)

Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree
over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units ("CGUs"),
or groups of CGUs, expected to benefit from the
synergies of the combination. Each unit or group of
units to which the goodwill is allocated represents
the lowest level within the entity at which the
goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating
segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value
in use and the fair value less costs to sell. Any
impairment is recognised immediately as an expense
and is not subsequently reversed.

Trademarks, brand name and licence

Separately acquired trademarks, the brand name
and the licence, which have finite useful lives,
are carried at cost less accumulated amortisation
and impairment losses. Amortisation is calculated
using the straight-line method to allocate the cost
of trademarks, brand name and licence over their
estimated useful lives of 6 to 10 years.

Computer software

Acquired computer software licenses are capitalised
on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are
amortised over their estimated useful lives of 5
years.
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2.8

2.9

2.10

Impairment of non-financial assets

Assets that have an indefinite useful life — for example,
goodwill — are not subject to amortisation and are
tested annually for impairment. Assets that are subject
to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value
less costs to sell and its value in use. For the purposes of
assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other
than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting
date.

Non-current assets held for sale

Non-current assets are classified as assets held for sale
when their carrying amount is to be recovered principally
through a sale transaction rather than through continuing
use and a sale is considered highly probable. They are
stated at the lower of carrying amount and fair value less
costs to sell.

Financial assets

2.10.1 Classification
The Group classifies its financial assets as loans
and receivables, based on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets at
initial recognition.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
included in current assets, except for amounts that
are settled or expected to be settled more than 12
months after the end of the reporting period. These
are classified as non-current assets. The Group’s
loans and receivables comprise trade and other
receivables (Note 2.12), cash and cash equivalents
(Note 2.13), amount due from the non-controlling
interest of a subsidiary, long-term loan and
receivables, short-term bank deposits and short-
term loan to an associate in the balance sheet.
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2.10 Financial assets (continued)
2.10.2 Recognition and measurement

Regular way purchases and sales of financial
assets are recognised on the trade-date — the date
on which the group commits to purchase or sell
the asset. Investments are initially recognised at
fair value plus transaction costs for all financial
assets not carried at fair value through profit or
loss. Financial assets carried at fair value through
profit or loss are initially recognised at fair value,
and transaction costs are expensed in the income
statement. Financial assets are derecognised
when the rights to receive cash flows from the
investments have expired or have been transferred
and the group has transferred substantially all
risks and rewards of ownership. Available-for-sale
financial assets and financial assets at fair value
through profit or loss are subsequently carried at
fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest
method.

Gains or losses arising from changes in the fair
value of the ‘financial assets at fair value through
profit or loss’ category are presented in the income
statement within ‘Other losses — net’ in the
period in which they arise. Dividend income from
financial assets at fair value through profit or loss is
recognised in the income statement as part of other
income when the group’s right to receive payments
is established.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale
are recognised in other comprehensive income.
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2.10 Financial assets (continued)
2.10.3 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a
net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must
not be contingent on future events and must be
enforceable in the normal course of business and
in the event of default, insolvency or bankruptcy of
the company or the counterparty.

2.10.4 Impairment

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is
impaired. A financial asset or a group of financial
assets is impaired and impairment losses are
incurred only if there is objective evidence of
impairment as a result of one or more events that
occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can
be reliably estimated.

Evidence of impairment may include indications
that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency
in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.10 Financial assets (continued)
2.10.4 Impairment (continued)

For loans and receivables, the amount of the loss
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset’s original effective interest rate. The carrying
amount of the asset is reduced and the amount of
the loss is recognised in the consolidated income
statement. If a loan has a variable interest rate, the
discount rate for measuring any impairment loss
is the current effective interest rate determined
under the contract. As a practical expedient, the
Group may measure impairment on the basis of an
instrument’s fair value using an observable market
price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’'s credit rating), the
reversal of the previously recognised impairment
loss is recognised in the consolidated income
statement.
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Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work-
in-progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the HEBKREANEECHEEA
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Consumables are included within inventories and stated
at cost, using the weighted average method.
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2.12

2.13

2.14

2.15

Trade and other receivables

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for
impairment. If collection of trade and other receivables is
expected in one year or less, they are classified as current
assets. A provision for impairment of trade and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due
according to the original terms of the receivables.

The amount of the provision is the difference between
the asset’'s carrying amount and the present value of
estimated future cash flows, discounted at the original
effective interest rate. The carrying amount of the assets
is reduced through the use of an allowance account, and
the amount of the loss is recognised in the consolidated
income statement within administrative expenses. When
a trade receivable is uncollectible, it is written off against
the allowance account for trade receivables. Subsequent
recoveries of amounts previously written off are credited
against administrative expenses in the consolidated
income statement.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents includes cash on hand, deposits held
at call with banks and other short-term highly liquid
investments with original maturities of three months or
less.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

Trade and other payables

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method. Trade and other payables
are classified as current liabilities if payment is due within
one year or less.
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2.16

2.17

2.18

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated income statement
over the period of the borrowings using the effective
interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the
reporting period.

Borrowing costs

General and specific borrowings costs directly attributable
to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognized in profit or loss
in the period in which they are incurred.

Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this
case the tax is also recognised in other comprehensive
income or directly in equity, respectively.

(@)  Current income tax
The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries
where the Company’s subsidiaries and associates
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.
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2.18 Current and deferred income tax (continued)
Deferred income tax

(b)

0]

(if)

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
deferred tax liabilities are not recognised
if they arise from the initial recognition
of goodwill, the deferred income tax is
not accounted for if it arises from initial
recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects
neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax
rates (and laws) that have been enacted or
substantively enacted by the balance sheet
date and are expected to apply when the
related deferred income tax asset is realised or
the deferred income tax liability is settled.

Deferred income tax assets are recognised
only to the extent that it is probable that
future taxable profit will be available against
which the temporary differences can be
utilised.

Outside basis differences

Deferred income tax is provided on
temporary differences arising on investments
in subsidiaries and associates, except for
deferred income tax liability where the timing
of the reversal of the temporary difference
is controlled by the Group and it is probable
that the temporary difference will not reverse
in the foreseeable future.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and
joint arrangements only to the extent that it is
probable the temporary difference will reverse
in the future and there is sufficient taxable
profit available against which the temporary
difference can be utilised.
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2.18 Current and deferred income tax (continued)

(c)

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle
the balances on a net basis.

2.19 Employee benefits

(a)

Pension obligations

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity. The Group has no legal or
constructive obligations to pay further contributions
if the fund does not hold sufficient assets to pay
all employees the benefits relating to employee
service in the current and prior periods. A defined
benefit plan is a pension plan that is not a defined
contribution plan.

Typically defined benefit plans define an amount
of pension benefit that an employee will receive
on retirement, usually dependent on one or
more factors such as age, years of service and
compensation.

The liability recognised in the balance sheet in
respect of defined benefit pension plans is the
present value of the defined benefit obligation at
the end of the reporting period. The present value
of the defined benefit obligation is determined by
discounting the estimated future cash outflows
using interest rates of high quality corporate bonds
that are denominated in the currency in which
the benefits will be paid, and that have terms to
maturity approximating to the terms of the related
pension obligation. In countries where there is no
deep market in such bonds, the market rates on
government bonds are used.
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2.19 Employee benefits (continued)

(a)

(b)

Pension obligations (continued)

The current service cost of a defined benefit plan,
recognised in the income statement in employee
benefit expense, except where included in the cost
of an asset, reflects the increase in the defined
benefit obligation results from employee service in
the current year, benefit changes, curtailments and
settlements.

Past-service costs are recognised immediately in
profit or loss.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions
are charged or credited to equity in other
comprehensive income in the period in which they
arise.

For defined contribution plans, the Group pays
contributions to publicly or privately administered
pension insurance plans on a mandatory,
contractual or voluntary basis. The Group has no
further payment obligations once the contributions
have been paid. The contributions are recognised as
employee benefit expense when they are due.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The Group recognises termination benefits
when it is demonstrably committed to a termination
and when the entity has a detailed formal plan to
terminate the employment of current employees
without possibility of withdrawal. In the case of an
offer made to encourage voluntary redundancy, the
termination benefits are measured based on the
number of employees expected to accept the offer.
Benefits falling due more than 12 months after the
end of the reporting period are discounted to their
present value.
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2.19

2.20

Employee benefits (continued)

(c)  Bonus plans
The Group recognises a liability and an expense
for bonuses, based on a formula that takes
into consideration the profit attributable to the
Company’s shareholders after certain adjustments.
The Group recognises a provision where
contractually obliged or where there is a past
practice that has created a constructive obligation.

(d)  Employee leave entitlements
Employee entitlements to annual leave are
recognised when they accrue to employees.
Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Provisions

Provisions for environmental restoration, restructuring
costs, and legal claims are recognised when: the Group
has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources
will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions
comprise lease termination penalties and employee
termination payments. Provisions are not recognised for
future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to passage of time is recognised as interest expense.

2.19

2.20

BEEA (&)

() TEALETE
AEERBRE -GN (BEA
DA IR A I A T A
BIR) MUEAEIABERRA
X AKREREHOREIBE
EBPEELHETEEETRER
e

(d) ESEZEHY
REEHFBRZENNERE
BRER - BEZRBEDBR
BREEBKRBRTSER -

BiE

RIBIMIE - BEMERAARERREZ
BAERATERER  AEERBE
EMMBRAABEEXBEERE:
BIIZEEREeERERAH &
SRCOEAEGF - EHAREEEN
ERIEAFRRRIEANK TE5
AREEEBEERDEE-

WMEZBEEUERE HE2EERMNF
M 2 AT RE M - IRIR B 2 FH R
ZR -AFEER-—BEEERNAESE
fEfl — 138 B MR B 2 7] g8 15 &
K- B REME -

BRI AT R REFEN
EREEZRAXZBRENE ZHX
RREETSHEEREEME B
BEFERR G -BEREREM
BN BEERSFEFAX -

Annual Report 2016 % 115



2.21

2.22

Revenue and other income recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts, returns and
value added taxes. The Group recognises revenue when
the amount of revenue can be reliably measured; when
it is probable that future economic benefits will flow to
the entity; and when specific criteria have been met for
each of the Group’s activities, as described below. The
Group bases its estimates of return on historical results,
taking into consideration the type of customer, the type
of transaction and the specifics of each arrangement.

(a)  Sales of goods

Sales of goods are recognised when a Group
entity has delivered products to the customer, the
customer has accepted the products and has full
discretion over the channel and price to sell the
products, and there is no unfulfilled obligation
that could affect the customer’s acceptance of the
products.

(b) Interest income

Interest income is recognised on a time-proportion
basis using the effective interest method. When a
loan and receivable is impaired, the Group reduces
the carrying amount to its recoverable amount,
being the estimated future cash flow discounted at
the original effective interest rate of the instrument,
and continues unwinding the discount as interest
income. Interest income on impaired loan and
receivables is recognised using the original effective
interest rate.

(c)  Dividend income
Dividend income is recognised when the right to
receive payment is established.

Leases (as the lessee for operating leases)

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged to the consolidated income statement
on a straight-line basis over the period of the lease.
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2.23

2.24

3.1

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and Company’s
financial statements in the period in which the dividends
are approved by the Company’s shareholders or directors,
where appropriate.

Dividends proposed or declared after the reporting period
but before the consolidated financial statements are
authorised for issue, are disclosed as a non-adjusting
event and are not recognised as a liability at the end of
the reporting period.

Financial guarantees

Financial guarantee contracts under which the Group
accepts significant risk from a third party by agreeing to
compensate that party on the occurrence of a specified
uncertain future event are accounted for in a manner
similar to insurance contracts. Provisions are recognised
when it is probable that the Group has obligations under
such guarantees and an outflow of economic resources
will be required to settle the obligations.

Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange risk and
cash flow and fair value interest rate risks), credit risk
and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group’s financial performance.

Risk management is carried out by a central treasury
department (group treasury) under policies approved
by the board of directors. Group treasury identifies and
evaluates financial risks in close co-operation with the
Group’s operating units. The board provides principles
for overall risk management, as well as policies covering
specific areas, such as foreign exchange risk, interest rate
risk, credit risk and investment of excess liquidity.
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3.1

Financial risk factors (continued)
Market risk

(a)

0]

(if)

Foreign exchange risk

The Group operates internationally and is
exposed to foreign exchange risk arising
from various currency exposures, primarily
with respect to Vietnam Dong against US$.
Foreign exchange risk arises from future
commercial transactions, recognised assets
and liabilities and net investments in foreign
operations, which the Group does not have
a foreign currency hedging policy. However,
management of the Group monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should
the need arise.

At 31 December 2016, if the Vietnam Dong
had weakened/strengthened by 5% against
the US$ with all other variables held constant,
post-tax profit for the year would have been
Us$1,508,000 (2015: US$1,552,000) lower/
higher (2015: lower/higher), mainly as a
result of foreign exchange losses/gains on
translation of Vietnam Dong-denominated
trade and other receivables, cash and cash
equivalents and trade and other payables.

Cash flow and fair value interest rate risks

As the Group has no significant interest-
bearing assets apart from bank balances, the
Group's income and operating cash flows
are substantially independent of changes in
market interest rates.
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3.1

Financial risk factors (continued)
Market risk (continued)

(a)

(b)

(if)

Cash flow and fair value interest rate risks
(continued)

The Group's interest rate risk arises from
borrowings. Borrowings issued at variable
rates expose the Group to cash flow interest-
rate risk, and borrowings issued at fixed
rates expose the Group to fair value interest
rate risk, which the directors consider the
exposures to be insignificant. The Group
does not have an interest rate hedging policy.
However, management of the Group monitors
interest rate exposure and will consider
hedging significant interest rate exposure
should the need arise.

At 31 December 2016, if interest rates on
borrowings had been 50 basis points higher/
lower with all other variables held constant,
post-tax profit for the year would have been
UsS$43,000 (2015: US$10,000) lower/higher
(2015: lower/higher), mainly as a result of
higher/lower interest expense on floating rate
borrowings.

Credit risk

Credit risk arises from bank deposits and bank
balances, trade receivables, amount due from the
non-controlling interest of a subsidiary, short-term
loan to an associate and other receivables.
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3.1

Financial risk factors (continued)

(b)

Credit risk (continued)

The Group has policies in place to ensure that sales
of products are made to customers with appropriate
credit histories. The Group has policies to assess
the credit quality of the customer, taking into
account its financial position, past experience and
other factors. Individual risk limits are set based on
internal or external ratings. The utilisation of credit
limits is regularly monitored.

The carrying amount of cash and cash equivalents,
trade receivables, amount due from the non-
controlling interest of a subsidiary, short-term loan
to an associate and other receivables included in the
consolidated balance sheet represents the Group's
maximum exposure to credit risk in relation to these
financial assets.

For bank deposits and bank balances, the Group
only uses banks and financial institutions with good
reputation. As at 31 December 2016 and 2015, all
the bank balances as detailed in Note 14 are held
in major financial institutions, which are either state
owned or with high credit quality. Management
believes that the credit risk for bank deposits and
bank balances is minimal.
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3.1

Financial risk factors (continued)

(b)

(c)

Credit risk (continued)

As at 31 December 2016 and 2015, the amount
due from the non-controlling interest of a subsidiary
is neither past due nor impaired. Given that all the
balance is within credit period, management are of
opinion that the receivable from the non-controlling
interest of a subsidiary is of low credit risk.

No impairment has been provided for other
receivables as at 31 December 2016 and 2015.
Other receivables do not contain impaired assets.
Management are of opinion that these balances are
of low credit risk.

Liquidity risk
Due to the capital intensive nature of the Group's
business, the Group ensures that it maintains
sufficient cash and credit lines to meet its liquidity
requirements.

Management monitors rolling forecasts of the
Group's liquidity reserve which comprises undrawn
borrowing facilities and cash and cash equivalents
on the basis of expected cash flows. The Group's
policy is to regularly monitor current and expected
liquidity requirements and its compliance with
lending covenants, to ensure that it maintains
sufficient reserves of cash and adequate committed
lines of funding from major financial institutions
to meet its liquidity requirements in the short and
longer term.
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Notes to the Consolidated Financial Statements

mEMBEWRE

3 FINANCIAL RISK MANAGEMENT (continued)

3 MBERRTE(R)

3.1 Financial risk factors (continued) 3.1 HMERKBREZE (&)
(c)  Liquidity risk (continued) (c) HBELER (&)
The table below analyses the Group's financial THRBEEEBZES 45 H
liabilities into relevant maturity groupings based AR THREASRE 2B E
on the remaining period at the balance sheet BN REWERAERETS
date to the contractual maturity date. The M- RKEPAEBELEERE
amounts disclosed in the table are the contractual HARFTERERE -
undiscounted cash flows.
Group rEH
Between Between
Less than 1and 2 and Over
1 year 2 years 5 years 5 years Total
-FR -5ZME WEERF BBEE s
Us$'000 Us$'000 Us$'000 Us$'000 UsS$'000
FET S S S FET
At 31 December 2016 RZZ—RF
+-A=+—~H
Bank borrowings (Note) BRITEE (M) 13,387 8,264 16,479 = 38,130
Trade payables ERE SRR 18,296 - - - 18,296
Other payables and HibERFIER
accruals BT E R 5,469 - - - 5,469
Amounts due to related EREBEATL
parties A 836 - - - 836
At 31 December 2015 RZE-HF
+=A=+-8
Bank borrowings (Note) BITEE (M) 24,160 8,325 21,112 1,040 54,637
Trade payables EREZHER 10,686 - - - 10,686
Other payables and Efh A HRER
accruals [EETER 5,505 - - - 5,505
Amounts due to related EREBEATL
parties FIE 946 - - - 946
Note: Bt aT -

The balance includes interest payable on bank borrowings
up to their respective maturities.
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3.2

Capital management 3.2 BXER
The Group’s objectives when managing capital are to FAEEETEESBEAREARASE
safequard the Group's ability to continue as a going B BB S EEELE 288 A
concern in order to provide returns for shareholders BREGTREFRBEMBRERSE
and benefits for other stakeholders and to maintain an HRA G AREFEBEZBERE
optimal capital structure to reduce the cost of capital. AR DB AP -
In order to maintain or adjust the capital structure, BTHESIABRERNERE  KAEET
the Group may adjust the amount of dividends paid to BEARRENTRECKRESEE MR
shareholders, return capital to shareholders, issue new BEER BITHROMIEEEE
shares or sell assets to reduce debt. VAR BE B 75 o
Consistent with others in the industry, the Group BENEMAR—K ANEEUEE
monitors capital on the basis of the gearing ratio. This BENEAERERER ZHEXIZ
ratio is calculated as total bank borrowings divided by BAEBEABRIMRZBRITEER
owners' equity as shown in the consolidated balance BRUATEE AT E - BIEEBEHE
sheet. Total borrowings include non-current borrowings REBEERTBEE -
and current borrowings.
During 2016, the Group's strategy, which was unchanged RZB—RF AKBEZKREHE_-ZT
from 2015, was to maintain a reasonable gearing ratio. —HFEMRAEER B DHERFE
The gearing ratios at 31 December 2016 and 2015 were EABELEREEKT RZT—X
as follows: FRZZF—RAF+TZA=+—HZ
EEABLERUT:
2016 2015
—E-XRE —T—RF
Us$’000 Us$'000
FEx FET
Total bank borrowings (Note 18) RIRITIEE (MI5E18) 36,810 51,726
Owners’ equity (including non- WA AR (BEFA
controlling interest in equity) a2 IR 279,206 273,450
Gearing ratio BEBGELE 13% 19%
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3.3 Fair value estimation

The carrying values less impairment provisions of trade
and other receivables and trade and other payables are
assumed to approximate their fair values because of
their short maturities. The fair values of financial assets
and liabilities for disclosure purposes are estimated by
discounting the future contractual cash flows at the
current market interest rate that is available to the Group
for similar financial instruments.

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets or liabilities within
the next financial year are addressed below.

(@) Estimated impairment of goodwill
The Group tests annually whether goodwill has suffered
any impairment, in accordance with the accounting policy
stated in Note 2.8. The recoverable amounts of cash-
generating units have been determined based on value-
in-use calculations. These calculations require the use of
estimates and judgements (Note 8).

(b) Estimated impairment of property, plant and

equipment

Property, plant and equipment (Note 7) are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
The recoverable amount of the property, plant and
equipment are determined based on value-in-use
calculations. These calculations and valuations require the
use of judgements and estimates.
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(c)

(d)

(e)

Useful lives of property, plant and equipment and
intangible assets

The Group’s management determines the estimated
useful lives and related depreciation and amortisation
charges for its property, plant and equipment and
intangible assets by reference to the estimated periods
that the Group intends to derive future economic benefits
from the use of these assets. These estimates are based
on the historical experience of the actual useful lives of
property, plant and equipment and intangible assets of
similar nature and functions. Management will adjust
the depreciation and amortisation charges where useful
lives vary from previously estimates. Actual economic lives
may differ from estimated useful lives. Periodic review
could result in a change in useful lives and therefore
depreciation and amortisation expense in the future
periods.

Current income taxes and deferred income taxes

The Group is subject to income taxes in the PRC,
Vietnam and Taiwan. Significant judgement is required in
determining the worldwide provision for income taxes.
There are many transactions and calculations for which
the ultimate tax determination is uncertain. The Group
recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the current and deferred income
tax assets and liabilities in the period in which such
determination is made.

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised as management
considers it is probable that future taxable profit will be
available against which the temporary differences or tax
losses can be utilised. Where the expectation is different
from the original estimate, such differences will impact
the recognition of deferred tax assets and income tax
expense in the periods in which such estimate is changed.

Functional currency

The functional currency of each of the Group’'s entities
has been determined based on the primary economic
environment in which the entity operates, that is normally
the one in which each of the Group’s entities primarily
generates and expends cash. The determination requires
the use of judgment.
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The chief operating decision-maker has been identified as
the Executive Directors collectively. The Directors review the
Group's policies and information for the purposes of assessing
performance and allocating resources. The Group presents its
operating segment results (below), based on the information
reviewed by the chief operating decision-maker, and used to
make strategic decisions. This information includes segment
revenue, segment capital expenditure, segment assets, segment
non-current assets, other than financial instruments and
deferred income tax assets and segment liabilities.

The chief operating decision-maker considers the business
mainly from a geographical aspect. In presenting information
on the basis of operating segments, segment revenue is based
on the geographical presence of customers. Segment capital
expenditure, segment assets, segment non-current assets, other
than financial instruments and deferred income tax assets and
segment liabilities are based on the geographical location of the
assets or liabilities.

The chief operating decision maker mainly assesses the
performance based on revenue derived by each geographical
segment and product nature. Accordingly, the segment
performance is restricted to revenue information.

Revenue of approximately US$34,126,000 (2015:
US$45,453,000) is derived from a single external customer
located in Japan. This revenue is attributable to the MSG/GA
segment.

(a) Segment revenue
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Wz #4A34,126,000 T (=T —H
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2016 2015

—~"E —T—hHF

US$'000 US$'000

FEx FEx

Vietnam jia=] 160,615 169,527

Japan A& 66,793 64,176

The PRC A 31,853 34,480

America E&H 19,042 11,031

Taiwan = 10,649 12,765
ASEAN member countries (other than HEK 2

Vietnam) (TE1EMm) 32,422 28,992

Other regions b i (2 6,266 6,850

327,640 327,821
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Notes to the Consolidated Financial Statements

e M BRI

5 SEGMENT INFORMATION (continued) 5 SEBEHE(E)
(a) Segment revenue (continued) (a) DUz (E)
2016 2015
ZE-XKF —T—HF
uUs$’000 Us$'000
FEx FET
MSG/GA KIE Al 228,893 230,344
Modified starch/Native starch BRI RARD 40,393 38,628
Specialty chemicals FRLEm 22,518 22,557
Fertiliser and feed products AE &R A4 2 15,613 19,782
Others Hih 20,223 16,510
327,640 327,821
(b) Capital expenditures (b) EBEAXZH
2016 2015
—EB—XRE —E-RF
Us$‘000 Us$'000
FEETE FET
Vietnam 5 11,903 13,145
The PRC A 250 151
12,153 13,296

Capital expenditures are attributed to segments based on
where the assets are located.

Capital expenditures comprise additions of property, plant
and equipment, land use rights and intangible assets.

BEARZHTIRIBEEME T oA
EED

2|
=]

o

BAXHBHE

B LHERAREREREE-
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() Assets () EE

2016 2015
—E—XRF —T-HF
Us$’000 Us$'000
FEx FEx
Vietnam i) 285,341 298,634
The PRC s 42,710 45,608
Hong Kong aBE 28,211 10,784
Taiwan =N 384 1,511
Singapore 3 n % 144 92
Total assets per consolidated REBEEBERMT
balance sheet BEEHRE 356,790 356,629
Total assets are attributed to segments based on where BEEREDRBEEEMEMMT DA
the assets are located. BEEDE -
Property, plant and equipment are monitored by the ME BERXEREEENEES
management at the operating segment level. The HEMER -LLTASEEN B
following is a summary of amortisation, depreciation, MBEEHHE E -RE EM
impairment of non-current assets, income tax expense X MEEE SR RBENE-
and share of loss of an associate for each operating
segment.
Amortisation Share of
and Income tax loss from
depreciation Impairment expense an associate
JE A Bt
BHERTE RE Frispimx NEEE
USs$'000 US$'000 US$'000 US$'000
FER F=7 FE7 F=5x
2016 —E-XE
Vietnam 4 17,438 2,882 6,117 15
The PRC i 1,231 - 82 -
Others E A - - 44 -
18,669 2,882 6,243 15
2015 o o e
Vietnam figa] 19,615 1,790 3,989 28
The PRC & 1,527 - 12 -
Others HAh - - 47 =
2% 142 1,790 4,048 28
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e M BRI

5

SEGMENT INFORMATION (continued)

(d)

(e)

Non-current assets, other than financial instruments,

SEWEH (&)

(d) ZUBASZHRBDEE (EMIA

by location: BROM) -
2016 2015
AT —E—h8F
uss$‘000 Us$'000
SRET FET
Vietnam R 135,101 146,704
The PRC a3 19,160 21,620
Total “Er 154,261 168,324
Liabilities Cl
2016 2015
—E-RE —E—hfF
us$’'000 Us$'000
FErx FET
Vietnam e 67,856 69,951
The PRC a3 4,617 3,880
Hong Kong B 3,726 7,689
Taiwan =9 1,339 1,613
Singapore oo 46 46
Total liabilities per consolidated GEBEEBEBERMTARG
balance sheet 4agn 77,584 83,179
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Notes to the Consolidated Financial Statements

mEMBEWRE

LAND USE RIGHTS

The Group’s interests in land use rights represent prepaid
operating lease payments and their net book values are
analysed as follows:

& ith 45 A 4
AEERLERBIESELEROZ
BNRE EREFEITET

2016 2015

—E-REF —E—RF

Us$'000 Us$'000

SRET FET

At 1 January mn—H—H 2,544 2,767
Amortisation of land use rights (Note 22) o Hb {5 A A R 8

(FF5E22) (61) (66)

Exchange differences IEH =58 (162) (157)

At 31 December R+=ZA=+—8H 2,321 2,544

In respect of the Group’s land use rights, Xiamen Vedan
Foods Co. Ltd (“Xiamen Vedan”), Shandong Vedan Snowflake
and Shanghai Vedan Enterprise Co. Ltd (“Shanghai Vedan”),
subsidiaries established and operating in the PRC, have each
been granted rights to use the land by the relevant authority
for 50 years, which will expire in 2042, 2056 and 2060
respectively.

Amortisation of land use rights has been charged in
administration expenses.
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Notes to the consolidated financial statements

me

B EE Lk

PROPERTY, PLANT AND EQUIPMENT 7 ME-BERE
Construction- Plant and Motor Office
in-progress Properties machinery vehicles  equipment Total
ERIR NE HBERHES RE BLERE &t
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
TEx FEn FEn =T FER TER
At 1 January 2015 R-B-5%-A-H
Cost A 60,753 110,414 409,469 9,263 30,404 620,303
Accumulated depreciation 2EHE - (69119)  (336,123) (7,064) (28952)  (441,258)
Accumulated impairment Z3tRE - (2,634) (9,169) - (22) (11,825)
Net book amount REFE 60,753 38,661 64,177 2,199 1,430 167,220
Year ended 31 December 2015 HE_Z-1F
TZA=+-HLFE
Opening net book amount FNEEFE 60,753 38,661 64,177 2,199 1,430 167,220
Additions NE 11,722 ) 762 420 199 13,145
Transfer L (68,401) 10,377 57,081 609 334 -
Disposals (Note 30) & (K1530) - (111) (341) (28) (17) (497)
Depreciation (Note 22) W& (MzF22) - (4,490) (15,313) (517) (438) (20,758)
Impairment (Note 21) WIE (FiEE21) - - (1,790) - - (1,790)
Exchange differences [ER =R - (471) (198) (30) (18) (717)
Closing net book amount FRE@FE 4,074 44,008 104,378 2,653 1,490 156,603
At 31 December 2015 R-Z-1F
tZA=t-H
Cost A 4,074 117,874 439,366 9,119 19,439 589,872
Accumulated depreciation 2 & - (72,766)  (330,113) (6466)  (17927)  (427,272)
Accumulated impairment R5tRME - (1,100 (4,875) - (22) (5,997)
Net book amount REFE 4,074 44,008 104,378 2,653 1,490 156,603
Year ended 31 December 2016 BE_Z-RE¥
TZA=+-HLFE
Opening net book amount FNEEFE 4,074 44,008 104,378 2,653 1,490 156,603
Additions NE 9,054 202 1,862 605 298 12,021
Transfer g3 (5,883) 258 5,625 - - -
Disposals (Note 30) & (AEE30) = (64) (150) (16) ®) (238)
Depreciation (Note 22) & (MzF22) = (4,202) (13,284) (582) (407) (18,475)
Impairment (Note 21) WE (FiEE21) = (1,990) (772) (43) (77) (2,882)
Transfer to non-current assets E} %:zlz: -ir VE Hj % Z
held for sale ERBEE = (3,091) = s = (3,091)
Exchange differences EXEE 2) (463) (173) (24) (13) (675)
Closing net book amount FREEEFE 7,243 34,658 97,486 2,593 1,283 143,263
At 31 December 2016 R-E-RE
Ar=RIEa sl
Cost B AR 7,243 109,735 439,123 9,046 18,945 584,092
Accumulated depreciation ZEHE - (73,977) (338,552) (6,453) (17,640)  (436,622)
Accumulated impairment ZERE = (1,100) (3,085) = (22) (4,207)
Net book amount EHEFE 7,243 34,658 97,486 2,593 1,283 143,263
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Depreciation expense of US$17,143,000 (2015:
US$19,418,000) has been charged in cost of sales, US$286,000
(2015: US$305,000) in selling and distribution expenses
and US$1,046,000 (2015: US$1,035,000) in administrative
expenses, respectively.

During the year, the Group has capitalised borrowing costs
amounting to US$25,000 (2015: US$133,000) on qualifying
assets.

Impairment of property, plant and equipment of US$2,882,000
(2015: US$1,790,000) related to the Group’s Ha Tinh plant
which is located in central-northern part of Vietnam, has been
charged in other losses — net (Note 21). The impairment was
due to the underutilisation of the production capacity as a
result of the lack of supply of raw materials for production.

On 22 February 2017, Vedan (Vietnam) Enterprise Corporation
Limited entered into an agreement with an independent third
party, to dispose of its property, plant and equipment of Ha
Tinh plant for US$3,091,000. The relevant property, plant and
equipment were presented as non-current assets held for sale
as at 31 December 2016.
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Notes to the consolidated financial statements

RE M BRI

INTANGIBLE ASSETS 8 HEIEEE
Software
Goodwill and licence Trademarks Total
BE HHRER [ &t
Us$'000 Us$'000 Us$'000 UsS$'000
T=n TEL TEn T=n
At 1 January 2015 R-E-1%-HA-H
Cost BN 9,019 1,748 12,089 22,856
Accumulated amortisation g = (1,146) (11,888) (13,034)
Net book amount BREFE 9,019 602 201 9,822
Year ended 31 December 2015 BE-—=E—1%
TZA=+—HLEFE
Opening net book amount FHREFE 9,019 602 201 9,822
Additions NE = 151 = 151
Amortisation charge (Note 22) BiEm s (MiE22) S (M7 (201) (318)
Exchange differences PE X =% (478) - = (478)
Closing net book amount FREMFE 8,541 636 = 9,177
At 31 December 2015 R-ZE—FRHF
+=—RA=+-—H
Cost N 8,541 1,899 12,089 22,529
Accumulated amortisation g s (1,263) (12,089) (13,352)
Net book amount BREFEE 8,541 636 - 9,177
Year ended 31 December 2016 BE-—S—AE
TZA=E+—HLEFE
Opening net book amount FYEREFE 8,541 636 = 9,177
Additions NE - 32 100 132
Amortisation charge (Note 22) B (KsE22) = (125) (8) (133)
Exchange differences N Z5 (499) = - (499)
Closing net book amount FREEEFE 8,042 543 92 8,677
At 31 December 2016 N-ZB—RE
SiR=00 =1}
Cost DN 8,042 1,931 12,189 22,162
Accumulated amortisation B o (1,388) (12,097) (13,485)
Net book amount BREFE 8,042 543 92 8,677
Amortisation charge is included in administrative expenses. BHR X P ATTRIFA X ©

Annual Report 2016 3% 133



Impairment tests for goodwill: PR E R

Goodwill is attributed to the Group's CGUs according to PEDIRIEANEEEES D IEERIE
operating segment. S EBALo
The PRC Vietnam
MSG business MSG business Total
PEKERE BEREER a5t
Us$'000 Us$'000 US$'000
Fx= FET FET
At 31 December 2016 RZB—RF+-A=+—H 7,312 730 8,042
At 31 December 2015 R-B—AF+_-A=+—H 7,811 730 8,541
The recoverable amount of a CGU is determined based on WEGR B 2 WE B A EFEA
value-in-use calculations. These calculations use pre-tax cash BEZARET ZEAEERENEE
flow projections based on financial budgets approved by Bz AFHRBESL ZBRBAIR
management covering a five years period. Cash flows beyond CREBAET - BHAFHZBASRE
the five years period are extrapolated using the estimated = LAT?ﬁEﬁUZE-‘I'i'ETT’E (i@
growth rates stated below if applicable. The growth rates do A) BEEEIAgaNRIEBE B ME
not exceed the long-term average growth rates for the MSG BEvRBEBHNRATHEERE.

business in which the CGU operates.

The key assumptions used for the value-in-use calculation of AUETEPBEKREEESHERAER L E
the goodwill in the PRC MSG operating segment are as follows. E/RBOT -
The PRC
HEl
2016 2015
—E-KF —E-LF
Growth rate in sales volume HESHRRE 0% - 20% 0% — 23%
Growth rate in sales price HEBERX 0% (18.7%)-2.3%
Gross margin E R 26.1% - 32.5% 23.5% - 48.7%
Other operating costs per annum BFEMEERAR
(US$'000) (F%7T) 2,344 2,930
Annual capital expenditure (US$'000) BEBEARRX
(F=71) 15 32
Long term growth rate RHER X 3% 3.5%
Discount rate RS 12.5% 12%
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Growth rate of sales volume is the average annual growth
rate over the five years forecast period. It is based on past
performance and management’s expectations of market
development. Growth rate of sales price is the average annual
growth rate over the five years forecast period. It is based
on current industry trends and includes long term inflation
forecasts.

Management determined budgeted gross margin based on past
performance and its expectations of market developments. The
discount rates used are pre-tax and reflect specific risks relating
to the relevant operating segments.

Other operating costs are the fixed costs of the CGUs, which do
not vary significantly with sales volumes or prices. Management
forecasts these costs based on the current structure of the
business, adjusting for inflationary increases and these do not
reflect any future restructurings or cost saving measures. The
amounts disclosed above are the average operating costs for
the five-year forecast period.

Annual capital expenditure is the expected cash costs in the
PRC MSG operating segment for addition in property, plant
and equipment. This is based on the historical experience of
management in the Group. No incremental revenue or cost
savings are assumed in the value-in-use model as a result of this
expenditure.

For the goodwill of the PRC MSG business, the recoverable
amount calculated based on value in use calculations exceeds
carrying value by US$1.9 million. A decrease in annual sales
volume growth rate of 3%, a decrease in annual sales price
growth rate of 3%, a decrease in gross margin of 1%, an
increase in annual operating costs of 12.8%, a fall in long term
growth rate of 2.5% or an increase in discount rate of 1.5%,
all changes taken in isolation, would remove the remaining
headroom.

HEBMERZTSAFEAMTFHFER
T EREBEBERALREEBHEMSERE
MIEHSH - HEBENERESAFER
HWFHFRERR BERERTXBY
B YERREMBRER -

EREDREBEXENEHTSEEY
BEHEEREENK - TAFRRTIRHR
AT RRIE R D B 2 5 E B o

HAb & RATIBREVR € E (L) B E K
AU HEHEEXHEEAREY -E
BEEARAREBRBRAZEXAS I
SBR EFHEHAE BERITERRE
MARREBLEE KA EAKER
SRV FEAHRNFIOLERE -

FEEARAXTINPEKEEED FRE
ME BB RRENFEHREKAR BT
ERFEERTEBRKLRSL -LEARN
AR 3 A A B EEE P RRKR AR
AREFHI &1L 0

HAERBEEB s HEmME  ERFTEE
BEEMSAIEKEEBHEREIOBR
EXN -FHEERERBKEI% FHE
BREETHI% EFETEI% FE&
BRAER12.8% REEREERTHK2.5%
IR ERIER15% FTEBYBEECZE
B ¥ 5 % T SRR EE o
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SUBSIDIARIES

Notes to the consolidated financial statements

mEMBEWRE

The following is a list of the principal subsidiaries at 31

December 2016:

B I8 2 B

THARZBE-—RF+ZA=+—HZ=E

ZHBARF:

Proportion of

Proportion of
ordinary shares

Place of incorporation/ Particulars of ordinary shares held by
establishment and Principal activities and issued/paid up held by non-controlling
Name kind of legal entity place of operation share capital the Group interest
EMAL/ AL rEEREC  FEREZREZ
£R DREEERER TEERREELY BRI/ BRREHE EBRWLA EERLH
Directly held:
EERE:
Winball Investment Limited British Virgin Islands Investment holding in Hong Kong 100 Ordinary shares of 100% -
("BVI") US$1 each
Winball Investment Limited RERAHES EERRERR 100REREBEIZTH
([AERREE]) R
Talent Top Investment Ltd. BVI Investment holding in Hong Kong 100 Ordinary shares of 100% -
US$1 each
Talent Top Investment Ltd. EBENHE ERBRERR 100REREEIZETH
AR
Indirectly held:
HERE -
Burghley Enterprise Pte., Ltd. Singapore Investment holding in Singapore US$61,109,000 100% -
Ordinary shares
Burghley Enterprise Pte., Ltd. s ERMBREER 61,109,000% 7t & &%
Ordino Investments Pte., Ltd. Singapore Investment holding in Singapore US$20,177,000 100% -
Ordinary shares
Ordino Investments Pte., Ltd. s ERMBREER 20,177,000% 7t & B %
Vedan (Vietnam) Enterprise Corporation Vietnam Manufacturing and sale of fermentation- 131,970,000 99.9% 0.1%
Limited based food additives and biochemical Ordinary shares of
products and cassava starch-based US$1 each
industrial products including MSG,
GA, modified starch, glucose syrup,
soda and acid in Vietnam and for
export
WA (B8 RAERAR il EHBREREERERADME 131,970,000 5 B & E
EERRAERNIXER 1ETHERR
BERE ARK FUHRH
BERR RIRERIHELD
Shandong Vedan Snowflake Enterprise Co., PRC, limited liability Manufacture and sale of MSG in the PRC  US$17,200,000 70% 30%
Ltd. company Registered capital
WRKASEEXERAA PE BREARA EHEEERHERSE 17,200,000% AR
Shanghai Vedan Enterprise Co. Ltd. PRC, limited liability Packaging and sale of MSG in the PRC US$9,800,000 100% -
company Registered capital
LERALZERAR PE BREARA ETEARRHERSE 9,800,000% L A
Xiamen Vedan Foods Co. Ltd. PRC, limited liability Packaging and sale of MSG in the PRC US$20,270,000 100% -
company Registered capital
EFRARRERAA PE BREARA EHEARRHERE 20,270,000% LA
Xiamen Darong Import & Export PRC, limited liability Trading of cassava starch-based industrial ~ US$254,000 100% -
Trade Co., Ltd. company products in the PRC Registered capital
EMARELDESERAT PE-ARAEAT ETEEEAZRNIXER 254,000 i &R
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RE M BRI

10 INVESTMENT IN AN ASSOCIATE, SHORT-TERM
LOAN TO AN ASSOCIATE

10

REE
BHRE®R

LFZREB BTHRELFZ

(a) Investment in an associate (a) REELATNZRE
Movement of the investment in an associate is as follows: REEE NGB 2 IRE 2T
2016 2015
—B-XRE —F-1fF
Us$'000 Us$'000
SRELT FET
As at 1 January ®n—H—H 3,365 3,393
Share of post-tax loss of an associate {5 Bt 4 A &)
BREi1& R 1R (15) (28)
As at 31 December W+=ZA=+—¢© 3,350 3,365

Nature of the investment in an associate as at 31 E@:g ¢ —hRE+=A
December 2016 and 2015: =+—0B R /& Z&QI#LL%TZZD
T
Country of Particulars of % Measurement
Name Incorporation issued share capital interest held method
=L HM R LER BRITRAFE BEEZE% ERE
Dacin International The Cayman Islands 4,100,000 shares of 30 Equity
Holdings Limited US$1 each
EMBEREZERERAT FeiHB 4,100,000/ AR E & 30 X
1€ 7T 2 R
The associate is principally engaged in real estate ZHMENTZTENVEREFME
development in Vietnam. BRE-

EMBERZERER AT RUART
BER I E 5 ME

Dacin International Holdings Limited is a private company
and there is no quoted market price available for its
shares.

REBERZBERAZRESR
2,632,000 (=T —HF:
2,632,000% 70 ) 2 B ARFYE -

There is capital commitment amounting to US$2,632,000
(2015: US$2,632,000) in relation to the Group's
investment in the associate.
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(a) Investment in an associate (continued) (a) REELATZRE (&)
Reconciliation of summarised financial information BRERBELR
2016 2015
—E—RE —T—AF
us$‘000 Us$'000
FEx FET
Net assets as at 1 January R—BA—BzEEFHE 11,217 11,309
Loss for the year FAERE (51) (92)
Net assets as at 31 December R+ZA=+—H2
EEFE 11,166 11,217
Interest in an associate (30%) REEE QA 2 R (30%) 3,350 3,365
(b) Short-term loan to an associate (b)

As at 31 December 2016, there is a short-term loan to
an associate of US$120,000 (2015: $120,000) which is
unsecured, bears interest at 4% per annum, denominated
in US$ and is repayable on demand.
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Notes to the consolidated financial statements

mE M BRI

11

FINANCIAL INSTRUMENTS BY CATEGORY 11 BRI Z&MIA
2016 2015
—E—XRF —E—AE
us$‘000 Us$'o00
Fxx FET
Loans and receivables BEXRREWRE
— Long-term loan and receivables —REAEFREWIA
(Note 13) (BFEE13) 20 70
— Trade receivables (Note 13) — KB SRR (MEE13) 27,993 29,863
— Amount due from non-controlling — BB AR
interest of a subsidiary PRI R 2 R 823 879
— Loan to an associate — W THERRZER 120 120
— Other receivables — current portion — E fh pE U FRIE — BN AR ER (9 1,352 1,351
— Short-term bank deposits (Note 14) — R HIRIT TR (KI5E14) 33,287 19,330
— Cash and cash equivalents (Note 14) -HekIReEEY
(Mi5E14) 55,210 44,190
Assets as per balance sheet EEBBRMTAZEE 118,875 95,803
Financial liabilities at amortised cost REEKATHE VM BAE
— Trade payables (Note 17) —EREBSER(ME17) 18,296 10,686
— Other payables and accruals —H e RIE R FERT B A 5,469 5,505
— Amounts due to related parties —FERBREANTFRIE (H
(Note 33(d)) ££33(d) 836 946
— Bank borrowings (Note 18) —RITEE (KsE18) 36,810 51,726
Liabilities as per balance sheet BEBBEXRFRAZAE 61,411 68,863
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mEMBEWRE

12 INVENTORIES 12 #8&
2016 2015
—ZT-XKF —T—RF
Us$‘000 Us$'000
FEx FET
Consumables SEFE M 5,186 3,775
Raw materials R ## 28,306 31,238
Work in progress & 5,005 3,971
Finished goods BURK 26,785 41,053
65,282 80,037
The cost of inventories of US$196,996,000 (2015: FEMKA A196,996,000k L (ZF—H
US$216,542,000) has been charged in cost of sales. % :216,542,000370) BEst ASHER A o
13 TRADE AND OTHER RECEIVABLES 13 BEREZEFRREMEKRRE
2016 2015
—B—AE —E-REF
Us$‘000 Us$'000
FEx FET
Non-current trade receivables ERBERE ZERN 168 =
Current trade receivables mENEWE 5K 27,825 29,863
Total trade receivables EUNE BERR B 27,993 29,863
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RE M BRI

13 TRADE AND OTHER RECEIVABLES (continued) 13 BWHSERREMERRIE (#F)
2016 2015
—E-XKF —T—AF
Us$’000 Us$'000
FEx FET
Trade receivables from third parties EWE=FEZEFER 28,379 30,216
Less: provision for impairment of B EWE SRR

trade receivables Ve RIERE: i (386) (353)
Trade receivables - net EBHRESERER—FHE 27,993 29,863
Prepayments T IR 11,931 9,100
Other receivables H b FE YR IR 1,442 1,421
41,366 40,384

Less: non-current portion of other B B A FEUGRIB 2
receivables FE B AR &6 10 (90) (70)
Current portion BB S 41,276 40,314

The carrying values of the Group’s trade and other receivables
approximate their fair values.

Prepayments mainly represent advance payment for the
purchase of raw materials.

A ER 1B e WK B 5 R R e L At B W R TR 2 B

EEEEAFEBS-

BENFIRTERRFEERMHRNORX

Ig o
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The credit terms of trade receivables range from cash on
delivery to 60 days. The Group may grant a longer credit period
to certain customers and it is subject to the satisfactory results
of credit assessment. The ageing of the trade receivables based
on invoice date is as follows:

KRB SERZEEMHERNERE60
R-AEHRATMETEFREHEBREEER
H MEXRREEFGZREAER B
WESERFIEERAMRRINOT

2016 2015
—EB—XRE —E-REF
Us$’000 Us$'000
SREZT FET
0 - 30 days 0F 30K 26,388 27,124
31 - 90 days 31£90K 770 1,920
91 - 180 days 91£180K 271 624
181 — 365 days 181£365K 584 166
Over 365 days 365K A 366 382
28,379 30,216
As at 31 December 2016, trade receivables of US$26,187,000 R-ZE—X_"F+=-A=+—H" 26,187,000
(2015: US$25,764,000) were fully performing. XL (ZZ—F4F :25764,000%7T) 2 &
WE SRR HBRIT -
As at 31 December 2016, trade receivables of US$1,806,000 RZZE—RE+=-A=+—H" 1,806,000

(2015: US$4,099,000) were past due but not considered
impaired. These relate to a number of independent customers
for whom there is no significant financial difficulty and based
on past experience, it is considered that the overdue amounts
can be recovered. The ageing of those past due but not
impaired receivables is as follows:

ET(ZF—FH4F:4,099,000E7T) 2 fE
WEBFERCINHEREHAME G-
FRBUEE TV EEAGBRRE ZBIEF
B AEREBALR BHKERRA
Al B - 5% 5 B B B I R RE 2 FE UK
BZREBEDITT :

2016 2015
—EB—XREF —ET-RF
Us$’000 US$'000
FTEx FET

Overdue by pang i
0 - 90 days 0F90k 1,330 3,423
91 - 180 days 912180k 117 585
Over 180 days 180K £ 359 91
1,806 4,099
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Notes to the consolidated financial statements

RE M BRI

13 TRADE AND OTHER RECEIVABLES (continued) 13 BWHSERREMERRIE (#F)
As at 31 December 2016, trade receivables of US$386,000 RZE—XF+-_A=+—H" 386,000
(2015: US$353,000) were considered impaired. The amount ExT(ZF—RHF:353,000E7T) 2 &
of the provision made was US$386,000 as at 31 December WESEXRFERABERHE- RZT—X
2016 (2015: US$353,000). The ageing of these receivables is as F+_A=Z+—HEENEESEA
follows: 386,000% T (ZF — H % : 353,000

TL) c A EFEMFIANRE OTAOT

2016 2015
—EB—XRE —E-REF
Us$’000 US$'000
FEx FET
Overdue by #6n HA
0 - 90 days 0290k - -
91 - 180 days 91£180K - =
181 — 365 days 181E365K - -
Over 365 days 365K 386 353
386 353
The carrying amounts of the trade and other receivables are FE WU 5 BR 30 B B JE U SR IE 2 BRENE 1R
denominated in the following currencies: THIEEEHE -
2016 2015
—E-XE —E—hF
Us$’000 US$'000
FTEx FET
Vietnam Dong B E 20,043 20,717
us$ ETT 15,936 11,690
New Taiwan dollar ek 181 523
Renminbi AR 4,437 6,816
Others Hh 769 638
41,366 40,384
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Notes to the consolidated financial statements

mEMBEWRE

13 TRADE AND OTHER RECEIVABLES (continued) 13

Movements on the Group’s provision for impairment of trade
receivables are as follows:

PR B0 55 R vk e HE Mt PR M ok OB (4% )

AEBEZEKE S RFRERBEEET
mr

2016 2015
—E-XE —T-0F
us$‘000 Us$'000
SR FET
At 1 January Hn—A—H 353 1,670
Provision for receivables impairment JE W R TR R 1B B
(Note 22) (F5E22) 33 2
Receivables written off during the year F A E B I B 2
as uncollectible JiE U FRTE = (1,279)
Unused amounts reversed (Note 22) EEEARASE
(M$5%22) - (40)
At 31 December W+ZA=+—H 386 353

The creation and release of provision for impaired receivables
have been included in administrative expenses in the
consolidated income statement (Note 22). Amounts charged to
the allowance account are generally written off when there is
no expectation of recovering additional cash.

The other classes within trade and other receivables do not
contain impaired assets.

The maximum exposure to credit risk at the balance sheet date

is the carrying value of each class of receivable mentioned
above. The Group does not hold any collateral as security.
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The remittance of these funds out of the PRC of US$7,933,000 FEHAPEZESL7,933,000 0 (=%

(2015: US$6,012,000) and Vietnam of US$58,720,000 (2015: —RF:6,012,000% ) RELME
US$50,125,000) is subject to exchange restrictions imposed by 2B £58,720,000E t (Z_E—HF:
the PRC and Vietnamese governments. 50,125,0003 7t ) 78 & <7 P B % 4 /9 I AT

H) SN & 15 B

2016 2015
—EB-AF —T-hF
Us$’000 Us$'000
FEx FET
Short-term bank deposits with original REEB RBERB=1EA
maturity over three months 2R ARIRITIF K 33,287 19,330
Cash at bank and on hand RITAFHERE 55,210 44,190
88,497 63,520
As at 31 December 2016, cash at bank of US$55,012,000 RZE-—RE+ZHA=+—8 R17
(2015: US$43,564,000) and bank deposits of US$33,287,000 I 4£55,012,000F (= E—HF:
(2015: US$19,330,000) were exposed to credit risk. 43,564,000 7t ) & 3R 17 17 33,287,000
ZEx (ZZ—AR%:19,330,000%7w) EFR
EERR-
The Group's cash and cash equivalents and short-term bank REBEHReRASFEYREHRRITE
deposits are denominated in the following currencies: IR TEBEE
2016 2015
—E-XE —ET-0F
Us$’000 Us$'000
FEx FET
Vietnam Dong BEE 28,254 27,847
uss e 50,287 27,434
Renminbi AR 9,681 7,940
Hong Kong dollar BT 207 97
New Taiwan dollar e 65 200
Others wiil 3 2
88,497 634520
The effective interest rates per annum of the Group at the end RBERR AKE 2 ERFHN R0
of the reporting period were as follows. &
2016 2015
e AAtia —F-—h=
Short-term bank deposits with REBEABB=EAZ
original maturity over three months EHRITER 3.1% 5.1%
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Authorised ordinary shares

FEEEER
Par value Number
Us$ of shares Uss$’000
HEXR R#HEE FEn
At 1 January 2015, RZZE—HFE—-A—H"
31 December 2015 and ZE-RFE+ZA=+-HBRK
31 December 2016 ZE-RE+TZA=+—H 0.01  10,000,000,000 100,000
Issued and fully paid ordinary shares
ERTRBEEER
Par value Number
uUs$ of shares Uss$'000
HEXR RBHE FEr
At 1 January 2015, R-ZE-RFE—-—A—H"
31 December 2015 and —E-RFE+ZA=+-BRK
31 December 2016 ZE-RE+TZA=+—H 0.01 1,522,742,000 15,228
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Notes to the consolidated financial statements

RE M BRI

16 RESERVES 16 W
Share Exchange Merger Retained
Premium Reserve reserve earnings Total
(Note)
R EE EXGE abtE REEFH okl
(P &)
Us$'000 Us$'000 Us$'000 Us$'000 Us$'000
FET TEx FTEn TE FEL
At 1 January 2015 W-B-R%—f—H 47,358 16,844 79,994 109,705 253,901
Comprehensive income 2HEBA
Profit for the year KEREF = = = 12,095 12,095
Other comprehensive income  HAIZEURA
Currency translation differences % Z %8 - (2,936) = = (2,936)
Total comprehensive income 2K A B - (2,936) - 12,095 9,159
Total transaction with owners BEEBAZBRZE
Dividends paid (Note 25) BRRE (H325) - - - (2,670) (2,670)
At 31 December 2015 R-ZZ—1F
+-A=+—H 47,358 13,908 79,994 119,130 260,390
At 1 January 2016 R-ZZE-A"¥—-H—H 47,358 13,908 79,994 119,130 260,390
Comprehensive income ZEBA
Profit for the year KERHEF - - = 22,501 22,501
Other comprehensive income  EiZEKA
Currency translation differences [ i Z %8 = (2,240) = = (2,240)
Total comprehensive income ~ ZHKA B = (2,240) = 22,501 20,261
Total transactions with owners EHEEAZHRZH
Dividends paid (Note 25) BERRE (FaE25) - - - (14,344) (14,344)
At 31 December 2016 R-ZE—RE
+-A=+—H 47,358 11,668 79,994 127,287 266,307
Note: B o

AEENAHRERBRER _ZZT_F+_A
ZHNB KRS B E AT IENE AR &R
AEE R B S EEAR R ET AT HT
ZBRAHENEE-

The merger reserve of the Group represents the difference between
the nominal value of the share capital and share premium of the
subsidiaries acquired pursuant to the group reorganisation completed
on 26 December 2002 and the nominal value of the share capital of the
Company issued in exchange therefor.
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2016 2015
— RE —E—01%F
Us$‘000 US$'000
FEx FET
Non-current FEENHA
Long-term environmental provision RHIRIG B 113 -
Current BN A7
Trade payables FET B 5 BR 18,296 10,686
Accruals FEEtE A 8,125 6,656
Payable of construction costs JE 1~ B SRR AN FRIB 222 420
Receipts in advance T8 U FRIE 2,581 2,175
Other payables H b fE < 5K IR 4,709 4,297
33,933 24,234
Total trade and other payables ETE SRR K
H A & T SRIB R 34,046 24,234

At 31 December 2016, the ageing of trade payables based on

invoice date is as follows:

R-B—AF+-A=+—8 BNES
BREBEEON Y ERAFOT

2016 2015
—NE —T—HF
Us$’000 Us$'000
FTEx FET
0 — 30 days 0F30K 17,232 7,872
31 - 90 days 31290k 1,026 2,654
91 — 180 days 912 180K 4 31
181 — 365 days 181E365K 7 99
Over 365 days 365K A 27 30
18,296 10,686

The carrying amounts of the Group’s trade and other payables REBZENESERREMENRIEZ

are denominated in the following currencies: IREAEZR T E®E:

2016 2015
T—ARE —T—HF
Us$’000 US$'000
TEx F=T
Vietnam Dong WmEE 12,813 12,045
us$ ET 16,209 8,074
New Taiwan Dollar A 1,212 810
Renminbi AR 3,694 2,929
Others Hith 118 376
34,046 24,234
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Notes to the consolidated financial statements

e M BRI

18 BANK BORROWINGS 18 SMITER
2016 2015
—ZT-XKF —T—AF
Us$’000 Us$'o00
FEx FET
Non-current FE BD HA
- Long-term bank borrowings —RITREER 31,950 35,818
Less: current portion of long-term bank W IRTTREE R
borrowings ENERER o (7,760) (7,205)
24,190 28,613
Current BN EA
— Short-term bank borrowings —RITEHER 4,860 15,908
— Current portion of long-term bank —RITRBERZ
borrowings B EAER & 7,760 7,205
12,620 23,113
Total bank borrowings RITEERE 36,810 51,726
At 31 December 2016, the Group's bank borrowings were RZE—R"F+ZA=+—H KEEZ
repayable as follows: RITEEERATERERE:
2016 2015
—E-RE —F-IF
Us$’000 Us$'000
FXE FET
Within 1 year —FR 12,620 23,113
Between 1 and 2 years —FEMEF 7,760 7,760
Between 2 and 5 years WFEERF 16,430 19,853
Over 5 years AFEMNRE - 1,000
36,810 51,726
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Notes to the consolidated financial statements

mEMBEWRE

18 BANK BORROWINGS (continued)

The exposure of the Group’s borrowings to interest rate
changes and the contractual repricing dates at the end of the
reporting period are as follows:

18

SMITHE (&)

B85 R - AR B M B R
BRANEHTEASNT

2016 2015

—B-XRE —F-If

Us$'000 Us$'000

FTEx FET

Within 6 months 61E A A 17,340 30,196
Between 7 and 12 months 721218 A 2,371 2,371
Between 1 and 5 years 18254 17,099 18,159
Over 5 years SEMN - 1,000
36,810 51,726

The carrying values of the Group's borrowings approximate AEBEEZRAERALRAFEES -

their fair values.

The effective interest rates per annum of the Group's
borrowings at the end of the reporting period were as follows:

- %
o
&

AR AEEEEZERFN XN

2016 2015

—E—X —E—hF

us$ ETT 2.1% 2.0%
New Taiwan dollar =N 2.0% 2.0%
RMB AR 4.8% 3.3%
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The carrying amounts of the Group's borrowings are
denominated in the following currencies:

REBEEZREERATEREE:

2016 2015
—Z-XKF —RF
Us$'000 Us$'000
FEx FET
us$ ETT 36,296 50,901
New Taiwan dollar e 465 756
RMB AR 49 69
36,810 51,726
The Group has the following undrawn borrowing facilities: REBBEUTRREABERE
2016 2015
—E—XRE TR
USs$’000 Us$'000
FTEx FE
Floating rate: ER
— Expiring within one year —R—F AN 20,044 26,018
— Expiring beyond one year —R—F &3 H 18,000 18,000
Fixed rate: ER
— Expiring within one year —R—FRNE 76,460 68,358
— Expiring beyond one year —R—F&H 3,963 8,387
118,467 120,763
As at 31 December 2016, the Group has aggregate RZE-—RF+-A=+—H *&H

bank facilities of approximately US$171,219,000 (2015: AHBA BBH71,219,0003% T Z R1T

US$172,489,000) for bank borrowings, trade finance and other
general banking facilities. Unutilised amount as at 31 December
2016 amounted to US$118,467,000 (2015: US$120,763,000).

The Group's bank borrowings of US$30,646,000 as at 31
December 2016 (2015: US$38,188,000) were secured by

corporate guarantees.

BME(ZZT— R4 :172,489,000%E 7T) 1
BIRTEE BIRMEREM—RIEBITR
B-R-ZZE—RNE+ZA=+—8B k8

4% /5118,467,000F 7T (=%
120,763,000 7T) ©

KEBR T —

5 #30,646,0003

38,188,000F% 7T ) 2
RIEBEIM -

—RE:

N e =
TEA (T

RITEETIRAA
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Deferred income tax is calculated in full on temporary BEMSHIORBAEEUNAREEEERRN

differences under the liability method using the principal tax EEREBERHNFENEFAAE TR ZELT
rates prevailing in the countries in which the Group operates. Bo
The analysis of deferred income tax liabilities is as follows: BIEFREHEEZAMAOT:
2016 2015
—EB—XRE —E-REF
Us$’000 US$'000
FTER FET
— Deferred income tax liabilities to — R BE1218 A &K E
be recovered after more than BB A E
12 months 3,416 4,178
The gross movement on the deferred income tax account is as REPMSTHER S SR T
follows:
2016 2015
—EB—XRE —E-RF
USs$’000 US$'000
TER FET
At 1 January w—HA—H 4,178 4,772
Income statement credit (Note 24) P AME R (KFE24) (762) (594)
At 31 December WR+ZA=+—H 3,416 4,178
The movement in deferred income tax assets and liabilities REEREMEREERARE (Rt KK
during the year, without taking into consideration the offsetting HERBW AR &R W E 0
of balances within the same tax jurisdiction, is as follows: e
Deferred income tax liabilities BELEMEHAR

Accelerated tax depreciation

MEHERE
2016 2015
—E-XE —T—RF
us$‘000 Us$'000
FErx FET
At 1 January m—HA—AR 4,899 5,575
Credited to consolidated income statement it A%RE WK (703) (676)
At 31 December R+-=A=+—8H 4,196 4,899
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Deferred income tax assets

EEFMEHEE

Other temporary differences

Hitp Er=58
2016 2015
—NE —T—HF
US$'000 Us$'o00
FEx FET
At 1 January n—RA—H (721) (803)
(Credited)/charged to consolidated (BT A) /R & Wk
income statement (59) 82
At 31 December R+=—A=+—A~ (780) (721)

According to the PRC Enterprise Income Tax Law, the profits
of PRC subsidiaries of the Group derived since 1 January 2008
will be subject to withholding tax at a rate of 10% upon
the distribution of such profits to foreign investors. Deferred
income tax liabilities of US$799,000 (2015: US$764,000)
have not been recognised in respect of temporary differences
attributable to accumulated profits of the Group’s PRC
subsidiaries as the Group controls the dividend policy of
these PRC subsidiaries and it is probable that these temporary
differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised in respect of
tax losses carried forward to the extent that realisation of
the related tax benefit through the future taxable profits is
probable. The Group has unrecognised deferred income tax
assets of US$2,085,000 (2015: US$2,748,000) in respect of the
unrecognised tax loss of US$8,338,000 (2015: US$10,992,000).
These tax losses for PRC corporate income tax purposes will
expire within five years. Tax losses of US$2,512,000 (2015:
Us$2,583,000), US$3,732,000 (2015: US$5,098,000),
US$2,094,000 (2015: US$3,311,000) will expire within
one year, within two years and within three to five years
respectively.

The Group manufactures and sells fermentation-based food
additives, biochemical products and cassava starch-based
industrial products including modified starch, glucose syrup,
MSG, soda and acid. Revenues recognised for the years ended
31 December 2016 and 2015 were US$327,640,000 and
US$327,821,000 respectively.

BEFBRECEMSHRE AEEETHH
WBARBE-ZZEN\F—A—HEBE4L
/3% F) - BRIk TONRIL & E 80 FliR
10% A9 B R AN TR 0T o | 78 2 5 (B35
ZETEMBRARZERERK  BAEE
ZHEMBARRTEFEG G =
FRARER T B R BB - M ek &
R EEERIELEASHAET799,000%
T (ZZFE—F%:764,000%7T) °

BEMSHEEIREBHREFE BB
IR PR FR B ) S 3R B Bt BT A4 B8 0 B 7 U
BELER AEEEEARERNGEES
8,338,000 L (=& — A : 10,992,000
ENIZCABRELEFRBHEESR
2,085,000% 7T (=& — F 4 : 2,748,000
EL) cBHABECEMBHmME 2REHB
EE R A FE AR E - L5 E182,512,000
EL(ZE— £¢-2 583,000 7T )
3,732,000% 7T (= £¢ 5 098,000
ET) - 2094000%7&( aEal G
3,311,000%7T) % Al i A — iﬁqﬁim
AR =2RFANEE-

AEBRERHEEERRAMNNE - £t
ERKAREBRHDIEER 2REE2HR
WBEREE KR RITAER -BE—
T NER=Z—FE = Bi=CEEamllE
FEER WD R A327,640,0003 7T
}%327,821,000% 7T °
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2016 2015
—E-XKF —E-HEF
Us$’000 Us$'000
FEx FET
Net exchange loss M X B 18 F 58 (1,102) (1,155)
Loss on disposal of property, plant and HEME BER
equipment HEZEE (176) (474)
Impairment of property, plant and M- BERRENRE
equipment (Note 7) (MH5E7) (2,882) (1,790)
Sales of scrap materials EERHEE 501 608
Gain on disposal of assets held for HERIEHEEE 2 &
sale (Note) (HMt3E) - 460
Others Efh (431) 565
(4,090) (1,786)
Note: AT -

The assets and liabilities related to Orsan Vietnam Co., Ltd, a wholly
owned subsidiary of the Group, have been presented as disposal group
held for sale following the approval of the Group’s management on 31
December 2014 to sell Orsan Vietnam Co., Ltd in Vietnam to a third
party. The transaction has been completed during the year ended 31
December 2015.

The following table summarises the consideration received for
the disposal of assets held for sale and the amounts of assets
and liabilities disposed on the disposal date:

RAEEEBER -_T—HNF+=-A=+—H
R E =75 & 8E 2 Orsan Vietnam Co.,
Ltdi% - BRAAREE 2 & KB A A Orsan Vietnam
Co, WIZEERBEEERSFELHEZLEA
REF -BEXFERBE-ZT—RAF+=A
=t+—HIEFERTK-

TERBARFHELECEELEMERE
ERHEERMHEEERABZERE:

2015

—E-hE

Us$'000

FET

Consideration RE 2,386

Net asset value disposed of HECEESFE (1,926)

Gain on disposal of assets held for sale HEFELECEE 2 W& 460

Assets and liabilities disposed: HECEERAE:

Cash and cash equivalents RekREEEY 1,811

Property, plant and equipment Y BB R 38

Other receivables H fh fE R IE 77

Net asset value BEFE 1,926
Proceeds from disposal of assets held for sale comprise: H&EHERE 2 EE 2

FIBRIERLE:

Cash consideration received FrBIReRE 2,333

Other receivables H b FE W SRIB 58

Proceeds from disposal of assets held for sale HEFELEZEEZFIERIE 2,386

154 vedan International (Holdings) Limited B/ BB (28R) HR AR



Expenses included in cost of sales, selling and distribution

HERA  HE RS HFA X RITHRA T

expenses and administrative expenses are analysed as follows: BREZHAIZWET:
2016 2015
ZE-XKF —ET-0F
Us$'000 Us$'000
FEx FET
Changes in inventories and FEKERERERE
consumables used (Note 12) (FFzE12) 196,996 216,542
Amortisation of intangible assets (Note 8) & 7 # 1 (Ki5E8) 133 318
Amortisation of land use rights (Note 6) {5 PR R HE 8 (BT 3E6) 61 66
Auditor's remuneration 1% BLRD B &
— Audit services —ZER 320 305
— Non-audit services — IEZBUR T 5 30
Depreciation on property, plant and M- BEREETE
equipment (Note 7) (FFEE7) 18,475 20,758
Operating leases expenses in respect of ERAAEI HEEHEN 2
leasehold land =53 305 326
Employee benefit expenses (Note 27) EERAMFAZ (M5E27) 36,973 31,364
Provision/(reversal of provision) for W E 5RO ERE
impairment of trade receivables (Note 13) (#mE) (MEE13) 33 (38)
Technical support fee (Note 33(b)) itz & & (M33(0)) 2,156 2,216
Travelling expenses ERAL 1,486 1,473
Transportation expenses RiBHX 8,893 8,795
Advertising expenses BERX 3,147 2,989
Other expenses H A 25,887 24,648
Total cost of sales, selling and distribution  $8 &R A « 5% Ko 5551
expenses and administrative expenses T RITHHAZ B 294,870 309,792
2016 2015
—E-RE —_ET-1#F
Us$’000 Us$'000
TEx F=T
Finance income BB A 686 799
Interest expense on bank borrowings RITEBENERX (900) (1,269)
Less: amounts capitalised B EBREEENETIE
on qualifying assets (Note 7) (PfFEE7) 25 133
Finance costs B B (875) (1,136)
Finance costs — net M B — 558 (189) (337)
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Taxation on profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing
in the countries in which the Group operates.

The amount of income tax charged to the consolidated income

statement represents:

S ) 0 B TR L 4 19 i B AR A R fR AN S
BEMEBRRZRITHEE-

REAWBERANTBZAEHSBREE:

2016 2015

—EB—XRE —E-RF

Us$'000 Us$'000

SREZ FET

Enterprise income tax (“EIT") TEFEH 6,993 4,633
Under-provision of income tax BAFEMESHBHETR

in previous years 12 9

Total current tax BIEATI TE 42 %8 7,005 4,642

Deferred income tax (Note 19) EIEFTS R (FFEE19) (762) (594)

6,243 4,048

The income tax on the Group's profit before income tax
differs from the theoretical amount that would arise using
the applicable tax rate for Vietnam Vedan, which is a major

subsidiary of the Group, as follows:

AR ER B R F AT 1S B A gt ) 19 P 5 750 B2 i
RAAEEEIENERTBEKRANER
BEMABEOERBBRTRE HIWT

2016 2015

—E—XRF —E—AE

Us$‘000 Us$'000

FEx FET

Profit before tax B 252 BT 4 A 28,476 15,878
Tax calculated at domestic tax rate of WA R15%t 8 2 i 1E

15% (2015: 15%) (ZE—ARF:15%) 4,271 2,382

Tax effects of different tax rates TRBEZRGTE 1,249 894

Expenses not deductible for tax purposes R b3 683 431

Income not subject to tax HARBUA - (114)

Utilisation of previously unrecognised AR AERT G EE

tax losses (220) -

Under-provision in prior years RBTEETERE 12 9
Tax losses for which no deferred income tax WiEBRIRILEFFEHEEZ

asset was recognised B E R 248 446

Tax charge RIBXZ B 6,243 4,048
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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.

(i) Vietnam
The applicable EIT rate for the Group’s operations in
Vietnam is 15%, which is an incentive tax rate offered
by the Vietnam Government and is stipulated in the
subsidiary’s investment license.

(ii) The PRC
The applicable EIT rate for the Group’s operation in the
PRC is 25%.

(iii) Singapore/Hong Kong
No Singapore/Hong Kong profits tax has been provided as
the Group had no estimated assessable profit arising in or
derived from Singapore and Hong Kong during the year.

(iv) Taiwan
The applicable EIT rate for the Group's operations in
Taiwan is 17%.

% P19 BURBE 5 R A RIS B
BT B 0 B AR B T AT B e
e

() M
BB R RN ERFAIERIA A
SEEBRENEBNERLRME
HEB15% BRAT X SBAERTM
BTHEEDER-

(i) HE
AEETHFEMNEBOBEADERN
BIHER25% °

(i) FmmxEE
B A AN 5 B 0 7R 4F 2 0 4 TR R b3
MEERI S ESEFTERE R F
Rt I 1E B 3 & B RIS
B

(iv) &8

REBERENEBNBERLER
BRHREE1T% °
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A final dividend of US$4,583,000 that relates to the year ended
31 December 2015 was declared in May 2016 and was paid in

June 2016 (2015: nil).

The interim dividends paid in 2016 was US$9,761,000 (0.641
US cents per share) (2015: US$2,670,000, 0.175 US cents
per share). A final dividend in respect of the year ended 31
December 2016 of 0.837 US cents per share, amounting to
a total dividend of US$12,740,000, is to be proposed for
approval at the annual general meeting on 23 May 2017. These
consolidated financial statements do not reflect this dividend

payable.

BRABE-_ZE—RF+ZA=+—HL
FE 2R BE4,583,000 TER -
—RNERAEREK-ZE—R"FNATUX
H(ZE—RFE)-

RZE-—ANFIXINOFPHRE A
9,761,000% jT (BR%0.64131l) (==
— A% :2,670,000% 5t (FRK0.175%
) R —ZT—tFRA-_+=B%
THBRRAFARE FIRZ AR ENE
ETE-—RE+-_A=+—BIFEH
RKEKE ASR0837EN REBEE
12,740,000 € T > Z E 4R A B ISR R W &
R EZFET IR B -

2016 2015
—E—XF —E-REF
Us$’000 Us$'000
FER FEx
Interim dividend paid of 0.641 SAE PR B B
US cents (2015: 0.175 US cents) o3 P%0.6413E1L
per ordinary share (—E—RE:
0.175%Al) 9,761 2,670
Proposed final dividend of 0.837 BOR KRB S BR T AR
US cents (2015: 0.301 US cents) 0.83731ll
per ordinary share (ZZFE—HRF:
0.301&1) 12,740 4,583
22,501 7,253
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Notes to the consolidated financial statements

e M BRI

26 EARNINGS PER SHARE 26 B{EER
(a) Basic (a) EX
Basic earnings per share is calculated by dividing the BREABNIRARTESE AL
profit attributable to owners of the Company by the i M bR LA B 31T E B AR Y hN
weighted average number of ordinary shares in issue FHEETE -

during the year.

2016 2015
—EB—XRE —E-RF
Profit attributable to owners RRAEEB AEAG R
of the Company (US$'000) (F=m) 22,501 12,095
Weighted average number of ordinary & 17 & i i% &9 ot
shares in issue (thousands) FHE(FR) 1,522,742 1,522,742
Basic earnings per share BREREF
(US cents per share) (FREEA) 1.48 0.79
(b) Diluted (b) #3
Diluted earnings per share is same as basic earnings per HE-_Z-—R"FERZT—HF+=
share as there are no dilutive instruments for the years A=+—HBLFE AREE#EET
ended 31 December 2016 and 2015. B BREERMNEGRERZNNE
G
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Notes to the consolidated financial statements

mEMBEWRE

27 EMPLOYEE BENEFIT EXPENSES (INCLUDING 27 ERRFIAXZ (BEESEHM)
DIRECTORS’ EMOLUMENTS)

2016 2015

—E-RF —T-HF

Us$’000 Us$'000

FEx FET

Wages, basic salaries and allowances IE K& &REM 29,462 25,300

Directors’ bonus (Note 29) B (H7E29) 2,515 1,359

Pension costs — defined contribution plans iR iRk & B A — & 58 {1t Z s+ 2 2,681 2,523

Other employee benefits HibE BRI 2,315 2,182

36,973 31,364

28 RETIREMENT BENEFIT OBLIGATIONS 28 EBHRFRE
As stipulated by the labour laws in Vietnam, the Group BEOHLEERRT NEBAEARZ
operates defined benefit pension plans for its employees in T NF+Z A=+ —HRUREAK B
Vietnam employed on or before 31 December 2008. The HEERHTERMNRAKRETE -ZFE
provision is determined based on the employees’ years of HBAREBER-_ZENE+_A=+—A2
services as at 31 December 2008 and their average monthly PR 7% 4 B8R e B 1% AR 7 B EA BT 7518 A HARE &Y
salary for the six-month period prior to the last service day. I AFIEL -

2016 2015

—EB—XRE —E-RF

Us$’000 Us$'000

FTEx FET

As at 1 January n—A—H 1,230 1,214

Current service cost BIVHA AR 75 7 % 253 92

Payments NN (97) (76)

As at 31 December nt+-—_B=+—H 1,386 1,230
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Notes to the consolidated financial statements

e M BRI

28

RETIREMENT BENEFIT OBLIGATIONS (continued)

The principal actuarial assumptions used were as follows:

28 EBHREFIRE (M)
FERNEIERERRET:

2016 2015

ZE-XKF —T—RF

Us$’000 Us$'000

FX5t FET

Discount rate iR x 9% 9%
Salary growth rate IEERE 3.0% - 7.9% 3.0% -7.9%
Expected years of service remaining T8 HA FR 64 AR TS SF IR 14-18 years£F 14 =19 yearsfF

Pursuant to the Law on Social Insurance in Vietnam effective
from 1 January 2009, the Group is required to contribute to
a state-sponsored employees’ social insurance scheme for its
employees in Vietnam. The Group has no further payment
obligations once the contributions have been paid. The
contributions are recognised as employee benefit expense when
they are due.

BRER-_ZTNF-A-HEERZHERE
HERBE AEBAREBEEEERE
REBZEEHERBAIEHHER -
EHZEHRE AREHELQNRE
T REHRFANIPIMNHERREER
MBS
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Notes to the consolidated financial statements

e MR

29 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE OF
INFORMATION ABOUT BENEFITS OF DIRECTORS)
REGULATION (CAP. 622G) AND HK LISTING
RULES)

(A) Directors’ and chief executive’s emoluments
The remuneration of every director and the chief
executive is set out below:

For the year ended 31 December 2016:

29

EEHERER (FRAFGH (H
622E )5E3831&F AT (HBEEF
REH)RG (B622GE)RFEL
THRAARESEE)

(A) EERERITBRAEZHSE
ZREZERRAITRAB ZEHHE T
R

BE-ZE—X"F+=-A=+—AHL
FE:

Other
emoluments
paid or
receivable
in respect
of director's
other services
in connection
with the
management of
Allowances Employer's the affairs of
and benefits  contributionto  the company or
Salary Discretionary in kind a retirement its subsidiary
Fees (Note a) bonuses (Note b)  benefit scheme undertaking Total
RESHE
ERANTY
Bxn HHEATEEN
i EHRRENERN EARRHE  EpBHEAD
Name of Director j £33 He (Hizta) BERL (Hf3tb) s ERzEf#E EH
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
TEn TEn T#n T£n T£n TEn TEn
Executive Director HTES
Mr. Yang, Tou-Hsiung BREESE 1 338 750 15 - - 1,104
Mr. Yang, Cheng BEEE - 16 - i\ - - 30
Mr. Yang, Kun-Hsiang (Note ¢) #5335 & (fifsEc) - 374 715 15 - - 1,104
Mr. Yang, Chen-Wen BRUEE - 179 525 15 - - 719
Mr. Yang, Kun-Chou ory b - 179 525 15 S S 719
Non-executive Director FHTES
Mr. Chou, Szu-Cheng AL - - - 14 - S 14
Mr. Huang, Ching-Jung BREEE 1 - - 14 - - 15
Independent non-executive ~ BUFHTEE
Director
Mr. Chao, Pei-Hong BELEE 2 - - 1% - - 16
Mr. Chen, Joen-Ray BHEEE 2 - - 14 - S 16
Mr. Hsieh, Lung-Fa EEykd 1 - - 14 - - 15
Mr. Ko, Jim-Chen mfiaxE 3 - - 1% - - 17
Total ek 10 1,086 2,515 158 - - 3,769
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Notes to the consolidated financial statements

e MR

29 BENEFITS AND INTERESTS OF DIRECTORS 29 EFERIRES(FHLOVEN ($
(DISCLOSURES REQUIRED BY SECTION 383 OF 622FE ) E383 1 AF (HEEETF
THE HONG KONG COMPANIES ORDINANCE SEF )G ($622GE)REE L
(CAP. 622), COMPANIES (DISCLOSURE OF THRAUBREWHSE) ()

INFORMATION ABOUT BENEFITS OF DIRECTORS)
REGULATION (CAP. 622G) AND HK LISTING
RULES) (continued)

(A) Directors’ and chief executive’s emoluments (A) EERERTHRAEZHME ()
(continued)

For the year ended 31 December 2015: BE-Z-HF+=-HA=+—H8BLt
FE:

Other
emoluments
paid or
receivable

in respect

of director's
other services
in connection

with the
management of
Allowances Employer's the affairs of
and benefits contribution to the company or
Salary Discretionary in kind a retirement its subsidiary
Fees (Note a) bonuses (Note b) benefit scheme undertaking Total
REFHL
EBARAL
Exm HEMBAREHH
e R REMERN EREHE  ERBBENR
Name of Director j £3:21 e (it 3ta) filpz A (Hi3th) FfERS  ERzAb#E Rt
US§'000 US$'000 US$'000 US§'000 US§'000 US§'000 US§'000
T%n TEn FEr FEr RE 0 FEn T£n
Executive Director HTES
Mr. Yang, Tou-Hsiung BREESE 1 280 403 13 - - 697
Mr. Yang, Cheng BEXE - 200 - 12 - - M
Mr. Yang, Kun-Hsiang (Note ¢) #5383 5 & (fific) - 305 392 13 - - 710
Mr. Yang, Chen-Wen BRXEE - 150 282 13 - - 445
Mr. Yang, Kun-Chou o b - 150 282 13 S S 445
Non-executive Director FHTES
Mr. Chou, Szu-Cheng BBREE - - - 1 - - 12
Mr. Huang, Ching-Jung BREELE 1 - - 1 - - 13
Independent non-executive ~ BUFHTEE
Director
Mr. Chao, Pei-Hong BEREE 2 - - 1 - - 14
Mr. Chen, Joen-Ray REREE 2 - - 12 - - 14
Mr. Hsieh, Lung-Fa HEBEE 1 - - 12 - - 13
Mr. Ko, Jim-Chen akg:tita 2 - - 12 - - 14
Total &g 9 1,085 1,359 136 - - 2,589
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Notes to the consolidated financial statements

e MR

29 BENEFITS AND INTERESTS OF DIRECTORS 29 ESERIRER(FEAFGH (5
(DISCLOSURES REQUIRED BY SECTION 383 OF 622E)E383F AT (BHBEETF
THE HONG KONG COMPANIES ORDINANCE S8EH) )R (F622GE)RFHE L
(CAP. 622), COMPANIES (DISCLOSURE OF THAUREWHS) ()

INFORMATION ABOUT BENEFITS OF DIRECTORS)
REGULATION (CAP. 622G) AND HK LISTING
RULES) (continued)

(A) Directors’ and chief executive’s emoluments (A) EERERTHAEZHME (E)
(continued)

Aggregate emoluments paid to or

Aggregate emoluments paid to or receivable by directors in respect of
receivable by directors in respect of their other services in connection with
their services as directors, whether of the management of the affairs of
the company or its subsidiary undertaking the company or its subsidiary undertaking Total Total
EERIERET LIRS EEREEARAL
(FHBERRARREMBARZES) EMBARSEHHED
SE STEY oYk HiREDEX oz ame &t &3t
2016 2015 2016 2015 2016 2015
“B-RE 04 —E-RE —T-RfF “E-RE —T-RE
Uss$'000 Us$'000 US$‘000 Us$'000 Uss$'000 Us$'000
TEn TEn TEn TEn TEn TEL
3,769 2,589 - - 3,769 2,589

Note: Pt -

(a)  Salary paid to a director is generally an emolument paid (@) XNFT—R2EZHNHF2RETAR
or receivable in respect of that person’s other services in ZALTREEERARQ G KEM
connection with the management of the affairs of the BARIEBA MO E MRS mE
company or its subsidiary undertakings. S REROB D

(b)  Allowances and benefits in kind include travelling (b)y EEIREYEFEEZRER-
allowance.

() The director is also the CEO of the Company, no separate () ZHESHITARAITHREE W&
disclosure in respect of the remuneration of the CEQ has MITHRARENTFETHFRRE -
been made.
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Notes to the consolidated financial statements

e MR E

29 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE OF
INFORMATION ABOUT BENEFITS OF DIRECTORS)
REGULATION (CAP. 622G) AND HK LISTING
RULES) (continued)

(B) Directors’ retirement benefits
During the year ended 31 December 2016, no other
retirement benefits were paid to directors in respect of
their services in connection with the management of the
affairs of the Company or its subsidiaries undertaking
(2015: same).

(C) Directors’ termination benefits
During the year ended 31 December 2016, no
termination benefits were paid to directors (2015: same).

(D) Consideration provided to third parties for making
available directors’ services
During the year ended 31 December 2016, no
consideration was provided to third parties for making
available directors’ services (2015: same)

(E) Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors
During the year ended 31 December 2016, no loans,
quasi-loans and other dealings in favor of directors,
controlled bodies corporate by and connected entities
with directors (2015: same).

29 EFERHRHES (FRAFGH (%
622E ) 583831 AT (HBESF
ZEH)BH (F622GE)REFE L
TRABEHE) (&)

(B) EZRMKER
RBE-ZF-—R"Ft+-A=t+—H
LHFEE UEANEERFEERAR
AREMB AR EHMETHR
BXMEMEAREN (ZF—0F:
R °

(© RIEEBREES
RBE-F—AE+-A=+—8
L - A B TR AL B
#(—B—H%F HR) -

(D) HREHEEHRBEMAF=FREHHN
RE
RBE-Z-—R"Ft+-_A=t+—H
LEE YERREESRE A
F=ZTRHREB(ZF—AF:H
[)

() FAEBUES ZTZRFEBEHNEA
BERERZEESNAREERAR
HANER EERREGBXENE
-
RBE-_Z-—RF+-_A=+—H
IFFE - UENES IRFEFE
HEEABBRZEEENARE
ERARBAELNER EERK
Hp=Z 5 (ZF—nF:8RF) -
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mEMBEWRE

29 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE OF
INFORMATION ABOUT BENEFITS OF DIRECTORS)
REGULATION (CAP. 622G) AND HK LISTING
RULES) (continued)

(F)

@)

(H)

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Company
was a party and in which a director of the Company
had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the
year (2015: same).

Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year included five (2015: five)
executive directors; their emoluments are reflected in the
analysis presented above.

Senior management remuneration by band
The emoluments fell within the following bands:

29

EEHEARER (FRAFGH (5
622E ) 553831 AT (HBEEF
REH)RG (B622GE)RFEL
TRABEHE) (&)

(F)

@)

(H)

ESRRS RFERSHNTHNERE
=

RAFESIAFEAEMER AR
A BT EARBEEBERBMmA
NRAEEFERIFEAFTEAER
MEMBEARS RHIEH (ZF
—hF:ER) -

EEREMEAL
AEBRFEANRERSHEAL
BRAA(ZE-RF RAB)NT
B mENMeOR EXZAH
[ B

REEASCEREEAENE
e ERNIATE&EE :

Number of individuals

AE
2016 2015
—E—-NEF —E-hE
Emolument bands (in US$) e EE (FT)
US$80,001 — US$105,000 80,0013 7T
-105,000% 7T 2 4
US$105,001 — US$130,000 105,001 75
-130,000% 7T 4 7
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2016 2015
—E—XRF —T—RHF
Us$’000 Us$'o00
FEx FET
Profit before income tax B P15 %1 Al ) 28,476 15,878
Adjustments for: BUATIEE A
— Finance costs — net (Note 23) —W R - F8
(M5E23) 189 337
— Share of post tax loss of an associate A NG
(Note 10) BBz EE (E10) 15 28
— Depreciation of property, plant and —WE BWEREERTE
equipment (Note 7) (MI5E7) 18,475 20,758
— Provision/(reversal of provision) for —EWE ZERFRIE
impairment of trade receivables BiE(#E)
(Note 13) (M45E13) 33 (38)
— Amortisation of intangible assets — B EERH (W5E8)
(Note 8) 133 318
— Amortisation of land use rights (Note 6)  — == b {5 Ff 72 8 85
(HisEe) 61 66
— Impairment of property, plant and —WE - BEREFERE
equipment (Note 21) (FF5E21) 2,882 1,790
— Loss on disposal of property, plant and —BEWE - BE K
equipment (see below) REZEE (AT 176 474
— Gain on disposal of assets held for sale ~ —HEHIEFHEREZ
(Note 21) Woas (BzE21) = (460)
50,440 39,151
Change in working capital BBEESHE
(excluding the effects of (Rt RBEEAZ
exchange differences on consolidation) fEREZRHEE)
- Inventories =1 14,755 24,738
— Trade receivables, prepayments and - KRB ZER-
other receivables TE T RIE R
H A & Y SRR (1,015) 786
— Trade payables, accruals and other -ERBZER:
payables Bt ER R
H b FE {4 58 9,770 (8,627)
— Net changes in balances with related —HAEBEQARIELZ
companies HE)FE (121) 2,126
Cash generated from operations ¥BELEZHRS 73,829 58,174
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In the consolidated statement of cash flows, proceeds from sale
of property, plant and equipment comprise:

ERARERERAN HEVE BER
R ZFERIEWT

2016 2015

—B-XRE —F-1fF

US$’000 Us$'000

FEx FET

Net book amount (Note 7) BREFE (MFE7) 238 497
Loss on disposal of property, plant and LEME BERZEZ

equipment (Note 21) 18 (fFE21) (176) (474)
Proceeds from disposal of property, plant LHEME BMERRBEZ

and equipment FriS 8 62 23

(a) Capital commitments (a) EXEIE

The Group's capital expenditure contracted for at the end
of the reporting period but not yet incurred is as follows:

AEBRBRERRDITOEREE
ZEAZHWT:

2016 2015
—EB—XRE —ET-REF
USs$‘000 US$'000
FTEx FET
Contracted but not provided for ERTHB R B E

Property, plant and equipment ME - WEREE 1,043 1,087
Investment in an associate REEERA 2" E 2,632 2,632
3,675 3,719

Operating lease commitments (b) RBERYEIE

(b)
The Group had future aggregate minimum lease
payments under non-cancellable operating leases as
follows:

ARBERBETATBEEEEHEOARN
AR REREFIREBMNT -

2016 2015

ZE—XEF —ET—hF

Us$°000 US$'000

TER FET

No later than one year —FR 305 518
Later than one year and no later than —#F&ERF X

five years 809 1,218

Later than five years fF & 2,138 2,442

3,252 4,178
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At 31 December 2016, the Company has given guarantees for
bank facilities of subsidiaries amounting to US$128,462,000
(2015: US$122,850,000), of which US$83,946,000 (2015:

US$84,662,000) has not been utilised.

The ultimate controlling party of the Group is the Yang Family,

whose members are Messrs. Yang, Tou-Hsiung, Yang, Cheng,
Yang, Yung-Huang, Yang, Kun-Hsiang, Yang, Kun-Chou, Yang,
Yung-Jen, Yang, Chen-Wen, Yang, Wen-Hu, Yang, Tung, Ms.
Yang, Wen-Yin, Ms. Yang, Shu-Hui and Ms. Yang, Shu-Mei.

(@) The table below summarises the related parties and
nature of their relationship with the Group as at 31

December 2016:

Related party

i

LENEEIN
F

E-RF+ZA=+—H FXRAR

T/420128,462,000% 7w (—ZE—H

122,850,000 7T ) < SRITRE & IR L &

- H$183,946,000E T (ZE— R 4F:
84,662,0003 70 ) M AR B A

REEZKRERIRBRRE EKER
EHBEELE BIEXE BKIELE 5
HELEE - HENEE HBXKELEE BR
X?‘EE TﬁXﬁﬂf’EE T’% 5'6% 15305 21

(a)

TREAR ZZE—RF+A
=St—HAZEBEALRERARE
EEREREE:

Relationship with the Group

FHEAL

BEREBENER

Vedan Enterprise CORP (“Taiwan Vedan")
RATEROERDA ([BEKT])
Dacin International Holdlngs Ltd.
EMBFERERA

Capron Group lelted

Capron Group Limited

A substantial shareholder of the Company
ARAIMEERE

An associate of the Group

N e}t NG|

A company commonly controlled by the Yang Family

—EHBRRERARES 2 QA

(b) Significant related party transactions, which were carried (b) EAEERBEBRBESRETHE
out in the normal course of the Group's business are as RKEBEATZRZWT:
follows:
2016 2015
—EBE-AF —E—RF
Note US$°000 Us$'000
M 5 FER FET
Sale of goods to Taiwan Vedan M A ERTHEER (i) 6,164 6,729
Technical support fee paid to A & & R P} A Bl
Taiwan Vedan XES (i) 2,156 2,216
Agency commission income A & 2 R A B Y
received from Taiwan Vedan REMAS KA (i) 6 5
Notes: B 3
(i) In the opinion of the directors of the Company, sales to (i) RAREERR MEBEALE

the related party were conducted in the normal course of

business.

(i) 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 underlying agreements.

HeHERERREBBREDE

o

(i) ARAEZERR ZEXHERR
ERBRTET X ERBEBER
= RS o
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(c) Key management compensation (9]
The compensation paid or payable to key management,
including all executive directors and senior management,
for employee services is shown below.

FTEEEAEHSE
REERBENAEBNEIZEEA
B(BEMERTESFRSRER
)z HMEFNMT -

2016 2015
—E—XRE —E-RF
Us$'000 Us$'000
FEx FET
Salaries and other short-term FHMEEMEEEESRT
employee benefits 4,464 3,983
(d) Year-end balances with the related parties (d) HBEBEATZFRLAH

As at 31 December 2016, the Group had the following
significant balances with the related parties:

RZFB-RE+_A=1+—RH X&
EEREFEAL ZTEHEBRNOT:

2016 2015
—E-RF T —AhF
Note Us$'000 Us$'000
F 5 FEx FEx
Current: BIHR :
Amount due to Taiwan Vedan B &BK N 2 5KIE (i) (806) (934)
Short term loan to an associate BTHERNAZ
BEE R (i) 120 120
Amount due to Capron Group J& 1 Capron Group
Limited Limited,Z 318 (iif) (30) (12)
Notes: ffsE -

(i) All balances with Taiwan Vedan are unsecured, interest-
free and have no fixed terms of payment.

(i) The short-term loan to an associate is unsecured, bears
interest at 4% per annum, denominated in US$ and is
repayable on demand.

(iii)  The balance with Capron Group Limited is unsecured,

interest-free, denominated in US$ and repayable within
one year.
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Balance sheet of the Company

AAREERER

As at 31 December

R+=—HA=+—8
2016 2015
—E—RE —E—hE
Note USs$'000 Us$'o00
B 5 FEx FET
ASSETS BE
Non-current assets EREBEE
Investments in subsidiaries RHtB AR ZIRE 166,030 166,030
Investment in an associate REENAZ’E 3,788 3,788
Loan to subsidiaries BTIHBARIZER 2,200 2,200
Total non-current assets ERBEELE 172,018 172,018
Current assets REBEE
Amounts due from subsidiaries g N NGIE O] 68,421 49,385
Short-term loan to an associate Rl /N I SR N = 120 120
Prepayments and other receivables T8 - 5018 2 H Ath fE R 733 1,052
Short-term bank deposits RHRITER 19,816 1,940
Cash and cash equivalents ReERBAEEEY 1,928 5,395
Total current assets RBEELE 91,018 57,892
Total assets EEHE 263,036 229,910
EQUITY R
Equity attributable to owners of the ZN/NCIE RN R g
Company
Share capital [N 15,228 15,228
Reserves Gk (Note(a))
(MF5E()) 243,516 206,121
Total equity B 258,744 221,349
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Notes to the consolidated financial statements

mEMBEWRE

34 BALANCE SHEET AND RESERVE MOVEMENT OF 34 FAFBEEREREMEE (8)
THE COMPANY (continued)

Balance sheet of the Company (continued) EAREEEER (&)

As at 31 December

R+=—A=+—~H
2016 2015
—ZE-XF —E-HEF
Note Us$’000 Us$'000
s SEESow FET
LIABILITIES =R
Current liabilities REBEE
Accruals and other payables FERT 8 A R E A FE IR 3,714 2,532
Bank borrowings HRITEE 465 5,756
Amount due to a related party FEfT B RAE A T FIE 113 273
Total current liabilities RBEERAE 4,292 8,561
Total equity and liabilities ERREEEE 263,036 229,910
The balance sheet of the Company was approved by the Board KARREEABREEESTEN _S—+
of Directors on 28 March 2017 and were signed on its behalf. FZAZTNBAEHTATINALTRESE
2.
Yang, Tou-Hsiung Yang, Kun-Hsiang
HEEE ok
Director Director
EZE 2
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Notes to the consolidated financial statements

34

S MR M

me

BALANCE SHEET AND RESERVE MOVEMENT OF 3 FAFREARETRGEMEE (|)
THE COMPANY (continued)
Balance sheet of the Company (continued) EAAREEEER (&)
Note (a) Reserve movement of the Company I 3E (a) AN 1 &) fq6 8 & &
Share Exchange Retained
premium reserve earnings Total
B3R E XA REER Fit-c)
Us$'000 uUs$'000 uUs$'000 Us$'000
FET FET FET FET
At 1 January 2015 R-_Z—RAF—H—H 194,098 (39) 964 195,023
Comprehensive income 2EBA
Profit for the year REE - - 13,880 13,880
Other comprehensive income Hftt 2 EUA
Currency translation difference ERZ% - (112) - (112)
Total comprehensive income 2HEW AL = (112) 13,880 13,768
Dividends paid B 1% 8 - - (2,670) (2,670)
At 31 December 2015 R-_ZE—AF
+=ZA=+—H 194,098 (151) 12,174 206,121
At 1 January 2016 RZZE—XR"F—HA—H 194,098 (151) 12,174 206,121
Comprehensive income ZEBA
Profit for the year A E - - 51,719 51,719
Other comprehensive loss Hith 2 EEE
Currency translation difference [ & =% - 20 - 20
Total comprehensive income ZHEUWAEE - 20 51,719 51,739
Dividends paid BT S - - (14,344) (14,344)
At 31 December 2016 R-ZZE—RF
+=-—A=+—H 194,098 (131) 49,549 243,516
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Five-Year Financial Summary

EFHBEHME

CONSOLIDATED RESULTS FOR THE YEARS ENDED 31

BE+-_A=+—HLFEFaRR

DECEMBER
2016 2015 2014 2013 2012
—E-RE ZE—RF ZE—WNFE =ZZT—=F ZT—=F
Us$’000 Us$'000 Us$'000 uUs$'000 Us$'000
FErx FET FET FET FET
Revenue U =5 327,640 327,821 325,627 342,453 372,922
Profit/(loss) before EIZiRCE:
income tax wAL(EiE) 28,476 15,878 (1,496) 2,522 9,964
Income tax expense FriSfim X (6,243) (4,048) (1,432) (1,794) (3,413)
Profit/(loss) attributable A2 7]
to owners of A A
the Company FEAE =
(E18.) 22,501 12,095 (2,434) 1,488 7,342

CONSOLIDATED ASSETS AND LIABILITIES AS AT 31

R+-A=+—BHGRaRERAR

DECEMBER

2016 2015 2014 2013 2012
—E—RF —T—HF —ET—NmNFE =—ZT—= —E——F
US$'000 us$'000 us$'000 us$'000 Us$'000
FEx FET FET FET FET

Assets and liabilities EENAE
Total assets BEERLE 356,790 356,629 378,440 352,670 353,729
Total liabilities BERTE (77,584) (83,179) (111,341) (82,513) (82,329)
Total equity T B 279,206 273,450 267,099 270,157 271,400
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Reference for Shareholders

RRSZEHR

Place of Listing : Main Board of ik O BABEBRMER
Hong Kong Stock Exchange (“HKEx")

Stock Code & 71X 5%

HKEx © 02317 Bgh 22 P ¢ 02317

Access to Bloomberg : 2317 HK Equity ZIBhRE ¢ 2317 HK Equity

Access to Reuters : 2317 HK BB MRE - 2317.HK
Board Lot : 4,000 BEEEN ¢ 4,000
Par Value © US$0.01 B © 0.01%ETT
Trading Currency : HKD R EHE BT
FINANCIAL CALENDAR MBITERE
Financial year ended 31 December 2016 2 FE£EHFE —E-RF+ZA=1+—8
Full year results announced 28 March 2017  2FEERH —E—tF=A=+NH
Annual general meeting 23 May 2017 HKHREAFERE —E—+FRAZT=H
Interim results to be announced In the last week of  FHAZEE N —E—+HFNA

August 2017* & — {82~

* subject to change L BRHE
SHAREHOLDER SERVICES B& 3R BR 75
For enquiries about share transfer and registration, please contact the {ERIBBERMNBFE RELZEH  BHEARNQF]
Company's Hong Kong branch share registrar: ZBBRNDBAFPELDE
Tricor Tengis Limited PEEEREARAA
Level 22, Hopewell Centre &5
183 Queen’s Road East EFRNERI1835
Hong Kong SR L2218
Telephone : (852) 2980 1768 FE:E: (852) 2980 1768
Facsimile : (852) 2528 3158 {5 H : (852) 2528 3158

Holders of the Company's shares should notify the Hong Kong #BARRAFRMNZ AL HERMU FEFB
branch share registrars promptly of any change of addresses. MEEBRNBFEL DG -
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Over the years, the Group has been committed to maintaining close
contact and good communication with investors in a professional
and open manner to collect more information and valuable opinions,
as well as providing timely disclosure of its business strategies and
directions of the Group, so as to enhance corporate governance while
strengthening investor confidence.

During the year under review, the management team had regular
meetings and conference calls with investors in Hong Kong and
was proactive in dispatching the latest information of its business
to investors. Information about an environmental issue related
to its Vietnam operation was relayed to investors. This is in line
with the Group’'s commitment to keep up open and transparent
communication as well as ensuring that investors fully understand its
operations in order for them to make sound investment decisions.

Vedan International places strong emphasis of maintaining good
investor relations. During the year under review, the Group hosted
a total of 31 one-on-one meetings and teleconferences with major
international institutional investors including Macquarie Securities,
CIMB Securities, CCB International Securities, ABCI Securities and
Value Partners, among others, employing all the different important
channels to nurture good investor relations.

In addition, the Group constantly interacts with investors via its
corporate website. During the year, the Group has posted its
announcements, annual and interim reports, and all relevant
disclosures and circulars on its website promptly for the convenient
access and reference by investors. The Company website address is:
http://www.vedaninternational.com

Vedan welcomes all opinions and suggestions from investors.
The e-mail address of its investor relations department is
vdi@vedaninternational.com
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