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04 NSZSSGNIA Management Discussion and Analysis

1.  Overview

Xiwang Sugar Holdings Company Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) refine natural corn to a variety of sweeteners and corn
co-products that are widely applied in food and beverage, animal feed, and many other

consumer and industrial products.

Our mission is to provide global customers with healthy sweeteners and ingredients. The
Group operates a fully integrated production plant in Shandong Province in the People’s
Republic of China (“China” or the “PRC”), with a corn processing capacity of 1.5 million
tonnes per annum. The Group has a leadership position in the starch sweetener industry
in China. The annual production capacity of crystalline glucose is 800,000 tonnes. The

Group has its own highly advanced research and development team for developing high

value products and continually to enhance operation efficiency.

The Group was honored as the Number 1 of Top 20 Enterprises in the Starch Sweetener
Industry in 2006 (awarded by China Fermentation Industry Association) and Capital for
Chinese Sweetener Products in 2007 (by State Food Industry Association). The Group
has also been accredited as the National Environmental Friendly Corporation since 2005
(by General Administration of State Environment Protection) for its continual effort and

compliance in environmental safety matters.
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Management Discussion and Analysis

The key products of the Group are divided into two main operating segments, namely,

(1)  Sweetener products which include crystalline glucose, crystalline fructose and other
syrup products.

(2) Corn co-products and others which include corn gluten meal, corn gluten feed, corn

germ, corn starch, sodium gluconate and other products.

Crystalline glucose is a monosaccharide which can be directly absorbed in the human
digestive system. It has a medium sweet taste to complement sweetness in food and
drinks. Crystalline glucose has a simple structure. Upon mild industrial heating, the
thermal energy in it is released. This chemical property favors it as a fermentation agent.
It is also a basic unit of many organic compounds that a wide range of consumer and
industrial products are synthesised. The Group derives crystalline glucose from corn
starch, and supplies it to food and beverages, fermentation, chemical and pharmaceutical
sectors. Besides, the Group sells glucose syrups and high fructose corn syrups (a
mixture of glucose and fructose in thick liquid form) of different concentration according

to customers’ requirements.

Crystalline fructose is a natural sweetener from corn starch with a fruity scent. It is
composed of pure fructose and takes the form of white granules. When it is added to
food, the sweetness of food will be highly elevated, at maximum 1.8 times higher than
cane sugar, thereby effectively reduce the intake of calories in healthy diets. Moreover,
crystalline fructose has the lowest Glycemic Index (which measures the rate of increase
in blood glucose level after a meal) among ordinary sugars. Hence, it is suitable for the
diabetics and is regarded as an ideal sweetening ingredient in healthy lifestyle.
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06 _ Management Discussion and Analysis

Corn gluten meal contains a high proportion of protein which is essential for animal
growth. Corn gluten feed is comprised of corn fiber which is a digestive element for
pigs and poultry. Both corn gluten meal and corn gluten feed are basic nourishment

in animal feed and pet food. Corn germ is a source of corn oil. The Group sells corn
germ to Xiwang Food Company Limited (a connected company owned by the Group’s
ultimate controlling shareholder) to produce edible corn oil. Corn starch is obtained after
protein and germ separation. Corn starch is a raw material for the production of various

sweetener products. It is also applied in food, paper and textile industries.

Sodium gluconate is important for construction of buildings. It extends the time before
concrete solidifies, therefore increases the flexibility of this material. It is also a safe
detergent which cleans glass bottles effectively in the beverages industry. The Group
produces sodium gluconate from its fermentation facility with an annual capacity of
100,000 tonnes.

Xiwang Sugar Holdings Company Limited
Interim Report 2009



01

Management Discussion and Analysis

2. Review of operating and financial results

The Group reported a drop in revenue of approximately 25.6% to Renminbi (“RMB”) 1.03
billion, and a substantial decline in net profit of approximately 99.5% to RMB 1.1 million
for the six months ended 30 June 2009 (the “Period”) compared to the corresponding
period in 2008. During the Period, the Group focused on the development of new
products. Certain production facilities were upgraded, resulting in an overall lower
utilisation rates of the production plants. On the other hand, the sales performance of
the Group’s key products continued to suffer from the adverse impact of the melamine
scandal and the global financial crisis which broke out in the fourth quarter of 2008.

The operating environment has been gradually recovering and the Group’s business has
started to improve since April 2009, as evidenced by the continual upward adjustment

of the average selling prices and the sales volume of the Group’s key products.
Nevertheless, the net profit generated in the second quarter of 2009 was just sufficient to
offset the loss incurred in the first quarter, and the Group’s overall financial results for the
first half of 2009 was significantly lower compared to that in the first half of 2008.
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Management Discussion and Analysis

Revenue

Revenue of operating segments:

Six months ended 30 June 2009 2008 Increase/(Decrease)
RMB’000 RMB’000 %

Sweetener products

Crystalline glucose 431,359 604,543 (28.6)
Crystalline fructose 613 1,496 (59.0)
Other syrup products 25,850 3,052 747.0

457,822 609,091 (24.8)

Corn co-products and others

Corn gluten meal 103,141 149,229 (30.9)
Corn gluten feed 90,754 189,451 (52.1)
Corn germ 104,732 181,000 (42.1)
Corn starch 171,081 63,960 167.5
Sodium gluconate 68,812 - -
Others 34,962 193,497 (81.9)
573,482 777,137 (26.2)

1,031,304 1,386,228 (25.6)

1H 2009 1H 2008
Crystalline glucose Corn gluten meal Corn gluten me%l — Crystalline glucose
42% T 10% 1% 44%

Corn gluten feed  Corn gluten feed

9% 14%
Other syrup products

3%

Corn germ
Others 10%
0,
2% Corn g?g‘é}o Others
Sodium gluconate Corn starch 14%
7% 17% Corn starch

4%
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Management Discussion and Analysis

Sales volume of each key product:

Six months ended 30 June 2009 2008 Increase/(Decrease)

Tonnes Tonnes %

Sweetener products

Crystalline glucose 198,959 250,543 (20.6)
Crystalline fructose 57 152 (62.5)
Other syrup products 14,491 1,369 958.5

Corn co-products and others

Corn gluten meal 26,105 34,363 (24.0)
Corn gluten feed 96,415 159,871 (39.7)
Corn germ 41,884 40,218 4.1
Corn starch 110,742 34,423 221.7
Sodium gluconate 16,324 - -

Average selling price of each key product:

Six months ended 30 June 2009 2008 Increase/
RMB/tonne RMB/tonne (Decrease)
VAT-inclusive Net of VAT VAT-inclusive Net of VAT %

Sweetener products

Crystalline glucose 2,537 2,168 2,823 2,413 (10.2)
Crystalline fructose 12,640 10,803 11,536 9,860 9.6
Other syrup products 2,087 1,784 2,608 2,229 (20.0)

Corn co-products and others

Corn gluten meal 4,623 3,951 5,081 4,343 (9.0)
Corn gluten feed 941 941 1,185 1,185 (20.6)
Corn germ 2,825 2,500 5,085 4,500 (44.4)
Corn starch 1,808 1,545 2,174 1,858 (16.8)
Sodium gluconate 4,932 4,215 - - -
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10 NEZASENIA Management Discussion and Analysis

In the first half of 2009, the Group recorded a revenue of RMB 1.03 billion, representing
a decline of 25.6% over that of the corresponding period in 2008. This was generally
caused by a significant drop in both the sales volume and the average selling prices

of the Group’s key products. During the Period, the Group has a lower corn processing
volume of 548,000 tonnes compared to 597,000 tonnes in the first half of 2008. The
average selling prices of the Group’s key products decreased as a result of reduced
market demands.

During the Period, the revenue of the sweetener products was approximately RMB 458
million which accounted for 44.4% of the total revenue (first half 2008: 43.9%). Revenue
of corn co-products and others was approximately RMB 573 million which was 55.6% of
the total revenue (first half 2008: 56.1%).

(1) Sweetener products
1. Crystalline glucose
The Group was engaged in the development of new products that are
profitable with distinctive niches. As part of the production facilities in the
glucose production plant was being upgraded, the utilisation rate of the plant
became lower during the first half of 2009, causing a reduction of the output
volume. In addition, crystalline glucose was used internally for the production

of the Group’s sodium gluconate.

The average selling price of crystalline glucose recorded a 10.2% drop
compared to the first half of 2008. However, the price of it continued to rise
moderately during the Period. The average selling price in the second quarter
of 2009 was approximately RMB 2,600 (VAT inclusive), which was 4% higher
than that in the first quarter. The price of cane sugar in China started to climb
since the beginning of 2009 due to its declining supply. Also, the consumption
of sugar and sweeteners is increasing with the total output of various sugar
and sweetener-contained food in China has grown year-on-year.

2. Crystalline fructose
During the Period, the Group continued the research and development of
crystalline fructose and commercial production has not begun. A small

quantity of crystalline fructose was sold as samples to potential customers.
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Management Discussion and Analysis

3. Other syrup products
The Group sold glucose syrups and high fructose corn syrups of different
concentration to the food and beverages customers.

(2) Corn co-products and others
1. Corn gluten meal and corn gluten feed

Hog prices were weak due to oversupply and there were concerns that
the H1N1 influenza virus was connected with pigs. This situation led to an
unfavorable market condition for corn gluten feed and corn gluten meal, and
therefore the sales performances declined significantly in the Period. However,
the Chinese government has started to purchase and reserve frozen pork
in June 2009 to stabilize prices in order to protect the pig breeders. It also
strengthened the examination on feed producers after the melamine scandal.
Although the average selling prices of the Group’s corn gluten feed and corn
gluten meal declined by 20.6% and 9.0% respectively from the same period of
2008, their prices in the second quarter of 2009 have ascended by about 20%
and 5% from the first quarter.

2. Corn germ
It was the global financial crisis in October 2008 that caused the prices of
agricultural commodities and corn oil to fall, and that of corn germ was also
negatively affected. The average selling price of corn germ dropped by 44.4%
from the corresponding period last year. Yet, the average selling price in the
second quarter of 2009 rebounded by about 9% from the first quarter, and
the demand for corn germ continued to rise in the Period, reflecting a solid

recovery.

3. Corn starch
As discussed in the earlier session, the utilisation rate of the glucose
production plant was reduced during the Period. As less corn starch is used
to produce the Group’s crystalline glucose, a higher volume of corn starch

was sold directly.

Similar to other key products, although the price of corn starch decreased by
16.8% on a half-year basis comparison, its sales performance continued to
improve during the Period. From the first quarter to second quarter of 2009,
the price of the Group’s corn starch climbed up by around 7%.
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12 _ Management Discussion and Analysis

4. Sodium gluconate
The Group ceased to produce semi-alcohol but switched to the production of
sodium gluconate from the fermentation plant since the beginning of 2009,
with sodium gluconate having a higher profit margin in specific markets. The
strong growth in the demand for sodium gluconate was supported by a series
of infrastructure and reconstruction plans in China.

The Group’s revenue was substantially generated within the PRC with a portion accounted
for by export sales:

Six months 2009 2008 Increase/(Decrease)
ended 30 June RMB’000 % of total RMB’000 % of total %
The PRC 916,765 88.9 1,182,083 85.3 (22.4)
Other countries 114,539 1.1 204,145 14.7 (43.9)

1,031,304 100.0 1,386,228 100.0 (25.6)

The Group’s revenue from export dropped by 43.9% in the Period compared to the first
half in 2008. The Group’s export products included crystalline glucose, corn gluten meal,
corn gluten feed and sodium gluconate. The quality of domestic feed products remained
an issue after melamine was found in those products. As a result, the demand for the

Group’s corn gluten meal and corn gluten feed were particularly affected.

Xiwang Sugar Holdings Company Limited
Interim Report 2009



13

Management Discussion and Analysis

Cost of sales
Breakdown of cost of goods sold:

Six months ended 30 June 2009 2008 Increase/(Decrease)

RMB’000 RMB’000 %
Corn 748,506 837,656 (10.6)
Other materials 57,917 104,605 (44.6)
Utilities 119,763 103,423 15.8
Depreciation 30,188 31,281 (3.5)
Labour 16,431 20,862 (21.2)
Others* (16,808) 24,820 (167.7)

955,997 1,122,647 (14.8)

Others in first half of 2009 included the reversal of previous inventory with net realisable value
provision of RMB 37,896,000 as the Group has sold all the goods that were written down to
independent customers (first half 2008: Nil), which was neglected in the graph presentation

below.
1H 2009 1H 2008
Other materials 6% Other materials 9%
Utilities 12% Utilities 9%
Cormn 75% Depreciation 3%

Labour 2%

‘ Depreciation 3% Corn 75%
Labour 2%
Others* 2%

Others 2%
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L _ Management Discussion and Analysis

The Group’s cost of goods sold for the Period amounted to RMB 956 million, which was
14.8% less than the first half of 2008. It was attributable to a lower corn processing
volume, and the reduction of corn cost, other materials cost and labour cost.

Domestic corn price was relatively stable over the Period. The average corn cost in the
first half of 2009 was about RMB 1,520 per tonne, which was approximately 9.5% lower
than RMB 1,680 per tonne in the first half of 2008 (both prices were tax-inclusive).

The Group incurred a higher utilities expense during the Period due to the increase in
unit costs of steam and electricity. Meanwhile, several new products such as sodium
gluconate were in their start-up stages, and such products consumed a relatively larger
amount of energy.

Gross profit margins of each key product:

Six months ended 30 June 2009 2008 Increase/(Decrease)

% % Percentage points

Sweetener products

Crystalline glucose 9.2 19.3 (10.1)
Crystalline fructose 2.9 11.9 (9.0)
Other syrup products 15.3 (9.0) 24.3

Corn co-products and others

Corn gluten meal 1.4 24.2 (22.8)
Corn gluten feed 6.9 271 (20.2)
Corn germ 8.5 23.6 (15.1)
Corn starch 4.4 15.5 (11.1)
Sodium gluconate 11.2 - -
The Group’s overall

gross profit margin 7.3 19.0 (11.7)
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Management Discussion and Analysis

As a result of a lower utilisation rate of the production facilities, and the deteriorated
sales performances of all the key products, the gross profit margins of the Group’s key
products diminished even though corn cost has become more advantageous. The Group’s
overall gross profit margin for the Period dropped to 7.3% (first half 2008: 19.0%).

Other income
Other income primarily represented the gains on sales of scrap materials (other than the
key products and other products).

Selling and marketing costs

Since the second half of 2008, the Group started to offer more one-stop-shop sales
service to certain selected customers in order to enhance their loyalty, so selling and
marketing costs of the Period increased by approximately 12.1% to RMB 46 million
compared to that of the corresponding period in 2008.

Administrative expenses

Administrative expenses reduced by about 40.0% to RMB 20 million from the same period
of last year, as the expenditure on research and development was significantly reduced
during the Period.

The Group has maintained a relatively stable expenditure on the overall selling, marketing
and administrative expenses. They together represented approximately 6.3% of the total
revenue in the Period (first half 2008: 5.3%, second half 2008: 8.4%).

Finance income and cost, net

The net finance cost of the Group was approximately RMB 19 million in the Period, versus
a net finance income of RMB 25 million in the first half of 2008. There was no significant
foreign exchange gain in the first half of 2009 while an exchange gain of RMB 51 million

was recorded in the first half of the previous year.
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16 NEASENIA Management Discussion and Analysis

3. Liquidity, capital resources and gearing ratio

30 June 31 December

2009 2008
Cash and cash equivalents (RMB million) 833 248
Net current liabilities (RMB million) 362 287
Total borrowings (RMB million) 1,591 869
Shareholders’ equity (RMB million) 1,370 1,368
Current ratio 0.82 0.78
Gearing ratio* 0.55 0.45

* Gearing ratio was calculated as net debt divided by shareholders’ equity, of which net debt
equals to total borrowings minus cash and cash equivalents.

As at 30 June 2009, cash and cash equivalents of the Group amounted to approximately
RMB 833 million (as at 31 December 2008: RMB 248 million). During the Period, the
Group had net cash inflow of operating activities of approximately RMB 46 million (first
half 2008: RMB 209 million). The Group paid RMB 187 million for the acquisition of
property, plant and equipment (first half 2008: RMB 111 million) which was mainly used
for the construction of crystalline fructose plant and the related facilities, and the upgrade
of certain existing production facilities. On the other hand, the Group received a bank
interest from fixed deposit of RMB 4 million (first half 2008: RMB 4 million). The Group had
a net proceeds of borrowings of RMB 722 million during the Period (first half 2008: net
repayment of borrowings of RMB 137 million). In the first half of 2009, the Group obtained
new short-term RMB denominated borrowings amounted to RMB 1.22 billion. Majority of

it was used to settle the previously held United States dollars (“USD”)-denominated loans.
As a result, the gearing ratio increased to 0.55 (as at 31 December 2008: 0.45). With the
new RMB borrowings, the Group’s borrowings structure has changed to consist of mainly
RMB loans, which represented approximately 76.5% of the total borrowings outstanding
as at 30 June 2009 (as at 31 December 2008: 16.1%).
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Capital investment

The Group’s capital investment in the first half of 2009 amounted to approximately

RMB 109 million (first half 2008: RMB 107 million) mainly for the construction of crystalline
fructose plant and the related facilities, and the upgrade of glucose production plant.

Apart from this, there was no other major capital investment during the Period.

Contingent liabilities
The Group did not have any material contingent liabilities as at 30 June 2009 (as at 31
December 2008: Nil).

Foreign exchange risk

The Group’s main operation is in China. The functional currency of the Group is RMB.
Most of the Group’s assets, liabilities, income, payments and cash balances are
denominated in RMB, with a minor portion of bank loans denominated in USD and Hong
Kong dollars. Therefore, the directors of the Company considered that the risk exposure

of the Group to foreign exchange rate fluctuation was minimal.

Human resources
The Group had 2,654 employees as at 30 June 2009 (as at 31 December 2008: 2,616
employees).

The Group regularly reviewed the remuneration packages of the directors and employees,
with respect to their experience, responsibility, workload and the time devoted. The

Group has established a remuneration committee to determine and review the terms

of remuneration packages, bonuses and other compensation payable to the directors

and senior management. In addition to basic remuneration packages and discretionary
bonuses, share options may also be granted based on individual performance.
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Outlook and Development

As the effect of the melamine scandal and the global financial crisis faded off, the sales
performance of the Group’s key products will continue to improve in the third quarter of
2009. We believe the worst moment of economic recession has passed and the Group’s
business will gradually recover in the second half of 2009.

China’s sugar industry has begun to show an uptrend in the beginning of 2009. The
Chinese government’s national sugar reserve and industrial reserve program aimed

to maintain smooth production operation of cane farmers. The demand for sugar and
sweeteners mainly came from beverages and food processing, which has remained a
high growth rate over the last decade. In recent years, diabetics or obesity were found
correlated to unhealthy diets. Our sweeteners products are safe and functional, which are

regarded as ideal sweetening ingredients for people to pursue healthiness.

Hog prices in China were weak in the first half of 2009 and pork producers were hoping
for a timely response for government support. In June 2009, the Chinese government
started the purchase and reserve of domestic frozen pork. Together with the coming peak
season of the pork and chicken consumption in the third and fourth quarters of 2009, we

expect the sales performance of our animal feed products will improve.

Domestic corn price is sensitive to government policy. Currently, China’s strategic corn
reserves have reached 35 million tonnes, holding a dominant position in the market. With
the available cropland for corn having expanded this year, the supply and demand of

Chinese’s corn tend to be balanced.

The Group continued to enrich the product spectrum. Commercial production of
crystalline fructose has begun by the middle of August 2009. The Group has completed
the upgrade of the glucose production plant for pharmaceutical-grade glucose, and it
is expected that the utilisation rate of glucose production plant will gradually resume to
normal level in the second half of this year. For the production of sodium gluconate, the

Group expects it will reach full utilisation by 2010.
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Condensed Consolidated Statement of
Comprehensive Income

The board of directors (the “Directors” or the “Board”) of Xiwang Sugar Holdings Company
Limited (“Xiwang Sugar” or the “Company”) is pleased to announce the unaudited condensed
consolidated results of the Company and its subsidiaries (collectively, the “Group”) prepared
under the Hong Kong Financial Reporting Standards (“HKFRSs”) for the six months ended 30
June 2009 (the “Period”), together with the comparative figures, as follows. The consolidated
results are unaudited, but have been reviewed by the Company’s audit committee.

Six months ended 30 June

2009 2008
Note RMB’000 RMB’000
Unaudited Unaudited
Revenue 2 1,031,304 1,386,228
Cost of goods sold 3 (955,997) (1,122,647)
Gross profit 75,307 263,581
Other gains — net 10,394 11,810
Selling and marketing costs 3 (45,510) (40,604)
Administrative expenses 3 (19,791) (32,972)
Operating profit 20,400 201,815
Finance income and costs, net 4 (19,256) 25,238
Profit before income tax 1,144 227,053
Income tax expense 5 - (8,468)
Profit for the Period 1,144 218,585
Other comprehensive income for the Period,
net of tax - -
Total comprehensive income for the Period 1,144 218,585
Attributable to:
Equity holders of the Company 1,296 218,585
Minority interest (152) -
1,144 218,585
Earnings per share for profit attributable
to equity holders of the Company
during the Period (RMB per share)
— basic 6(a) 0.0016 0.2633
— diluted 6(b) 0.0016 0.2633

Dividends 7 - -

The notes on pages 24 to 45 are an integral part of these condensed consolidated financial
statements.
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_ Condensed Consolidated Balance Sheet

30 June 31 December

2009 2008
Note RMB’000 RMB’000
Unaudited Audited
Assets
Non-current assets
Property, plant and equipment 8 1,415,995 1,437,558
Land use rights 159,512 160,251
Construction in progress 8 150,156 50,656
Deferred income tax assets 7,054 7,054
1,732,717 1,655,519
Current assets
Inventories 9 310,662 326,483
Trade and other receivables 10 498,463 453,172
Current income tax receivable 7,677 5,485
Amounts due from related companies 14(c) 12,363 8,130
Cash and cash equivalents 832,715 248,158
1,661,880 1,041,428
Total assets 3,394,597 2,696,947
Equity
Attributable to equity holders of the Company
Share capital 11 86,455 86,455
Share premium 11 472,731 471,853
Other reserves 247,269 247,269
Retained earnings
— Declared dividend/proposed dividend 22,420 22,420
— Others 540,985 539,689
1,369,860 1,367,686
Minority interest in equity 368 520
Total equity 1,370,228 1,368,206
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Condensed Consolidated Balance Sheet

30 June 31 December

2009 2008
Note RMB’000 RMB’000
Unaudited Audited
Liabilities
Non-current liabilities
Borrowings - -
Current liabilities
Trade and other payables 12 430,277 451,391
Amounts due to related companies 14(c) 2,772 7,940
Borrowings 1,591,320 869,410
2,024,369 1,328,741
Total liabilities 2,024,369 1,328,741
Total equity and liabilities 3,394,597 2,696,947
Net current liabilities (362,489) (287,313)
Total assets less current liabilities 1,370,228 1,368,206

WANG Yong WANG Liang
Director Director

The notes on pages 24 to 45 are an integral part of these condensed consolidated financial
statements.
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_ Condensed Consolidated Statement of
Changes in Equity

Unaudited
Attributable to equity holders of the Company

Share Share Capital ~ Statutory ~ Retained  Minority Total

Capital ~ Premium  Reserve Reserves Earnings  Interest Equity

Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000

Balance at 1 January 2008 86,375 468,998 117,023 119,547 632,517 - 1,424,460

Profit for the Period - - - - 218,585 - 218,585

Proceeds from share

options exercised 80 1,812 - - - - 1,892
Share options scheme value of

service provided - 110 - - - - 110

Final dividend for 2007 - - - - (126,446) - (126,446)

Balance at 30 June 2008 86,455 470,920 117,023 119,547 724,656 - 1,518,601

Balance at 1 January 2009 86,455 471,853 117,023 130,246 562,109 520 1,368,206

Profit for the Period - - - - 1,296 (152) 1,144
Share options scheme value of

service provided 11 - 878 - - - - 878

Balance at 30 June 2009 86,455 472,731 117,023 130,246 563,405 368 1,370,228

The notes on pages 24 to 45 are an integral part of these condensed consolidated financial

statements.
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Condensed Consolidated Cash Flow Statement

Six months ended 30 June

2009 2008

RMB’000 RMB’'000

Unaudited Unaudited

Net cash inflow from operating activities 45,568 208,722
Net cash outflow from investing activities (183,189) (106,963)
Net cash (outflow)/inflow before financing activities (137,621) 101,759
Net cash inflow/(outflow) from financing activities 722,178 (137,142)
Net increase/(decrease) in cash and cash equivalents 584,557 (35,383)
Cash and cash equivalents at beginning of the Period 248,158 343,085
Cash and cash equivalents at end of the Period 832,715 307,702

The notes on pages 24 to 45 are an integral part of these condensed consolidated financial
statements.
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20 NOASCGNIA Notes to the Condensed Consolidated

1

Financial Statements

General Information, Basis of Preparation and Accounting Policies

1.1

1.2

General information

Xiwang Sugar Holdings Company Limited (the “Company”) and its subsidiaries
(together, the “Group”) are principally engaged in the manufacture of a variety of
sweeteners and corn co-products, distribution and sales within and outside of the
People’s Republic of China (the “PRC”).

The Company is a limited liability company incorporated in Bermuda on 21 February
2005. The address of its registered office is Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda. The Company has been listed on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) since 9 December 2005.

The English names of some of the companies referred to in the condensed
consolidated financial statements represent management’s translation of the
Chinese names of these companies as these companies have not adopted formal
English names.

These unaudited condensed consolidated financial statements are presented in
Renminbi (“RMB”), unless otherwise stated. These consolidated financial statements
have been approved for issue by the Directors on 25 August 2009.

Basis of preparation

The unaudited condensed consolidated interim financial statements are prepared
in accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") and Appendix 16 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange.

The accounting policies and method of computation used in the preparation of
these condensed consolidated interim financial statements are consistent with those
adopted in the annual financial statements for the year ended 31 December 2008.

These unaudited condensed consolidated interim financial statements should be
read in conjunction with the Group’s audited 2008 annual financial statements,
which have been prepared in accordance with HKFRSs.
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Notes to the Condensed Consolidated
Financial Statements

1 General Information, Basis of Preparation and Accounting Policies

(continued)
1.3 Accounting policies

The following new standards and amendments to standards are mandatory for the
financial year beginning 1 January 2009:

. HKFRS 2 (Amendment), ‘Share-based payment’

. HKFRS 7 (Amendment), ‘Financial instruments: improving disclosure about
financial instruments’

. HKFRS 8, ‘Operating Segments’

. HKAS 1 (Revised), ‘Presentation of financial statements’

. HKAS 23 (Revised), ‘Borrowing costs’

. HKAS 23 (Amendment), ‘Borrowing costs’

. HKAS 36 (Amendment), ‘Impairment of assets’

The following new standards, amendments to standards or interpretations are

mandatory for the first time for the financial year beginning 1 January 2009 but are
not currently relevant to the Group’s operations:

HKFRS 1 (Amendment), ‘First time adoption of HKFRS’
. HKAS 16 (Amendment), ‘Property, plant and equipment’
. HKAS 19 (Amendment), ‘Employee benefits’

. HKAS 20 (Amendment), ‘Accounting for government grants and disclosure of
government assistance’

. HKAS 28 (Amendment), ‘Investments in associates’

. HKAS 29 (Amendment), ‘Financial reporting in hyperinflationary economies’
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26 NSZRNGNIA Notes to the Condensed Consolidated

Financial Statements

1 General Information, Basis of Preparation and Accounting Policies

(continued)
1.3 Accounting policies (continued)

. HKAS 31 (Amendment), ‘Interests in joint ventures’
. HKAS 32 (Amendment), ‘Financial instruments: Presentation’

. HKAS 38 (Amendment), ‘Intangible assets’

. HKAS 39 (Amendment), ‘Financial instruments: Recognition and measurement’
. HKAS 40 (Amendment), ‘Investment property’ (and consequential amendments
to HKAS 16)

. HKAS 41 (Amendment), ‘Agriculture’

. HK(IFRIC) — Int 13, ‘Customer Loyalty Programmes’

. HK(IFRIC) — Int 15, ‘Agreements for construction of real estates’

. HK(IFRIC) — Int 16, ‘Hedges of a net investment in a foreign operation’

The following new standards, amendments to standards and interpretations have
been issued but are not effective for the financial year beginning 1 January 2009
and have not been early adopted by the Group:

. HKFRS 1 (Revised), ‘First time adoption of HKFRS’

. HKFRS 3 (Revised), ‘Business combinations’

. HKFRS 5 (Amendment), ‘Non-current assets held for sale and discontinued
operations’ (and consequential amendment to HKFRS 1, ‘First-time adoption’)

. HKAS 27 (Revised), ‘Consolidated and separate financial statements’
. HK(IFRIC) — Int 9, ‘Embedded Derivative and HKAS 39’
. HK(IFRIC) — Int 17, ‘Distributions of non-cash assets to owners’

. HK(IFRIC) — Int 18, ‘Transfers of assets from customers’
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Notes to the Condensed Consolidated
Financial Statements

General Information, Basis of Preparation and Accounting Policies
(continued)
1.3 Accounting policies (continued)

Improvements to the following HKFRS from HKICPA are published in May 2009:

. HKFRS 5 (Amendment), ‘Non-current assets held for sale and discontinued
operations’

. HKFRS 8 (Amendment), ‘Operating segments’

. HKAS 1 (Amendment), ‘Presentation of financial statements’
. HKAS 7 (Amendment), ‘Statement of cash flows’

. HKAS 17 (Amendment), ‘Leases’

. HKAS 36 (Amendment), ‘Impairment of assets’

. HKAS 38 (Amendment), ‘Intangible assets’

For applying the above revised standards, amendments and interpretations to
existing standards, the Group is either assessing the impact of or considers that
there will have no material impact on the results and the financial position of the
Group.

Segment Information

The chief operating decision-maker has been identified as the chief executive officer.
Chief executive officer reviews the Group’s internal reporting in order to assess
performance and allocate resources. Management has determined the operating
segments based on these reports.

Chief executive officer assesses the performance of the operating segments based on a
measure of operating profit. This measurement basis excludes the effects of non-recurring
expenditure from the operating segments, such as restructuring costs, legal expenses and
impairments when the impairment is the result of an isolated, non-recurring event. Interest
income and expenditure are not included in the result for each operating segment that is
reviewed by the chief executive officer. Other information provided to the chief executive
officer is measured in a manner consistent with that in the financial statements.
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28 NSZRNGNA Notes to the Condensed Consolidated

Financial Statements

2  Segment Information (continued)
The Group is organised on a nationwide basis in the PRC with two main operating

segments:

(1)  Sweetener products which include crystalline glucose, crystalline fructose and other

syrup products.

(2) Corn co-products and others which include corn gluten meal, corn gluten feed, corn

germ, corn starch, sodium gluconate and other products.

The unaudited segment results for the six months ended 30 June 2009 are as follows:

Corn

Sweetener co-products
Products and others Unallocated Group
RMB’000 RMB’'000 RMB’'000 RMB’'000
Segment sales, gross 457,822 1,026,145 - 1,483,967
Intra-segment sales - (452,663) - (452,663)
Revenue 457,822 573,482 - 1,031,304
Operating profit 10,844 13,563 (4,007) 20,400
Finance income and costs, net (19,256)
Profit before income tax 1,144
Income tax expense (Note 5) -

Profit for the Period 1,144
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Notes to the Condensed Consolidated
Financial Statements

2  Segment Information (continued)

The unaudited segment results for the six months ended 30 June 2008 are as follows:

Corn

Sweetener co-products
Products and others Unallocated Group
RMB’000 RMB’000 RMB’000 RMB’000
Segment sales, gross 609,091 1,365,793 - 1,974,884
Intra-segment sales - (588,656) - (588,656)
Revenue 609,091 777,137 - 1,386,228
Operating profit 78,760 125,184 (2,129) 201,815
Finance income and costs, net 25,238
Profit before income tax 227,053
Income tax expense (Note 5) (8,468)

Profit for the Period 218,585

Unallocated costs represent corporate expenses. Inter-segment transfers or transactions

are entered into under the terms and conditions agreed by both parties.
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Financial Statements

Segment Information (continued)

The Group’s revenue was substantially generated within the PRC with a portion accounted

for by export sales.

Six months ended 30 June

2009 2008
RMB’000 RMB’000
Unaudited Unaudited

Revenue
The PRC 916,765 1,182,083
Other countries 114,539 204,145
1,031,304 1,386,228
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Notes to the Condensed Consolidated
Financial Statements

3  Expenses by Nature
Expenses included in cost of goods sold, selling and marketing costs and administrative
expenses are analysed as follows:

Six months ended 30 June

2009 2008

RMB’000 RMB’000

Unaudited Unaudited

Share option scheme value of service provided 878 110

Depreciation and amortisation 32,202 39,985

Employee benefit expenses 30,329 41,193
Changes in inventory levels of finished goods

and work in progress (6,336) (52,210)

Raw materials and consumables used 811,452 992,660

Reversal of inventory net realisable value provision (37,896) -

Transportation expenses 37,241 28,224

Utility expenses 120,526 106,960

Directors’ emoluments 434 940
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32 NEZRSEGNTZ Notes to the Condensed Consolidated

Financial Statements

4 Finance Income and Costs, Net

Six months ended 30 June

2009 2008

RMB’000 RMB’'000

Unaudited Unaudited

Interest expenses — borrowings 26,318 29,865
Less: amount capitalised as construction in progress (3,408) -
22,910 29,865

Net foreign exchange translation losses/(gains) 1,161 (51,219)
Finance costs/(income) 24,071 (21,354)
Finance income — interest income on bank balance (4,815) (3,884)
Net finance costs/(income) 19,256 (25,238)

5 Income Tax Expense
The amount of income tax charged to the consolidated statement of comprehensive

income represent:

Six months ended 30 June

2009 2008
RMB’000 RMB’000
Unaudited Unaudited
Current income tax
— PRC enterprise income tax - 8,468

Pursuant to the rules and regulations of Bermuda and the British Virgin Islands (“BVI”),
the Group was not subject to any income tax in Bermuda and BVI during the Period
presented (first half of 2008: Nil).
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Notes to the Condensed Consolidated
Financial Statements

Income Tax Expense (continued)
No Hong Kong profits tax was provided during the Period as the Group had no assessable
profit arising in or derived from Hong Kong (first half of 2008: Nil).

Group companies registered in the PRC are subject to PRC Corporate Income Tax (“CIT”).

All PRC enterprises are subject to a standard enterprise income tax rate of 25%, except
for enterprises under specific preferential policies and provisions. Shandong Xiwang
Sugar Industry Co., Ltd (“Xiwang Sugar”) and Shandong Xiwang Bio-chem Technology
Co., Ltd (“Xiwang Technology”) are production enterprises with foreign investments, and
therefore they are eligible to enjoy certain CIT preferential treatments in accordance with
the new CIT Law and tax regulation. The applicable tax rate of Xiwang Sugar and Xiwang
Technology in 2009 was 12.5%. In 2008, the applicable tax rate of Xiwang Sugar was
12.5% while Xiwang Technology was exempt from the full amounts of CIT.

No CIT was provided during the Period as Xiwang Sugar and Xiwang Technology had no

assessable profit.
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6

Financial Statements

Earnings Per Share

(a)

Basic

Basic earnings per share is calculated by dividing the profit attributable to equity
holders of the Company by the weighted average number of ordinary shares in
issue during the Period.

Six months ended 30 June

2009 2008
Unaudited Unaudited
Profit attributable to equity holders of
the Company (RMB’000) 1,296 218,585
Weighted average number of ordinary shares
in issue (thousands) 830,352 830,343
Basic earnings per share (RMB per share) 0.0016 0.2633

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number
of ordinary shares outstanding to assume conversion of share options. For the share
options, a calculation is done to determine the number of shares that could have
been acquired at fair value (determined as the average annual market share price
of the Company’s shares) based on the monetary value of the subscription rights
attached to outstanding share options. The number of shares calculated as above
is compared with the number of shares that would have been issued assuming the

exercise of the share options.
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Financial Statements

6 Earnings Per Share (continued)
(b) Diluted (continued)

Six months ended 30 June

2009 2008
Unaudited Unaudited
Profit attributable to equity holders of
the Company (RMB’000) 1,296 218,585
Weighted average number of ordinary shares
in issue (thousands) 830,352 830,343
Adjustments for share options (thousands) 332 -
Weighted average number of ordinary shares for
diluted earnings per share (thousands) 830,684 830,343
Diluted earnings per share (RMB per share) 0.0016 0.2633

7 Dividends
A final dividend for the year ended 31 December 2008 of RMB 0.027 per share, which
was wholly satisfied by allotment of new ordinary shares of the Company, credited as fully
paid, by way of scrip dividend without offering any right to shareholders of the Company
to elect to receive the final dividend in cash in lieu of such allotment, was approved at the
annual general meeting held on 26 June 2009 and issued in July 2009.

No interim dividend was proposed for the Period (2008: nil).

8 Non-Current Assets
There was no major additions of property, plant and equipment during the Period. The
net additions of construction in progress amounting to RMB 99,500,000 mainly included
the construction costs incurred for crystalline fructose plant and modifications of existing

production plants.
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Financial Statements

9 Inventories

30 June 31 December

2009 2008

RMB’000 RMB’000

Unaudited Audited

Raw materials 177,016 199,173
Work in progress 42,841 44,530
Finished goods 90,805 82,780
310,662 326,483

The cost of inventories recognised as expenses and included in “cost of goods
sold” amounted to approximately RMB 955,997,000 for the Period (first half of 2008:
RMB 1,122,647,000).

The Group reversed RMB 37,896,000 of a previous inventory net realisable value
provision during the Period. The Group has sold all the goods that were written down to
independent customers. The amount reversed has been included in “cost of goods sold”

of the income statement of comprehensive income.

10 Trade and Other Receivables

30 June 31 December

2009 2008

RMB’000 RMB’000

Unaudited Audited

Trade receivables 175,250 135,819
Bill receivables 222,822 205,964
Other receivables 100,391 111,389
498,463 453,172
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Notes to the Condensed Consolidated
Financial Statements

10 Trade and Other Receivables (continued)
Some major customers are allowed with credit periods of 30 to 180 days while most other
customers are on a cash on delivery basis, or with prepayment of the full amount of sales
be made before delivery is made.

Ageing analysis of the gross trade receivables is as follows:

30 June 31 December

2009 2008

RMB’000 RMB’000

Unaudited Audited

0 — 30 days 38,951 65,273
31 - 60 days 50,046 9,102
61 — 90 days 17,920 19,865
Over 90 days 68,333 41,579
175,250 135,819

Bill receivables are received from customers under the ordinary course of business and

all of them are bank accepted bills with maturity period within 6 months.
Included in other receivables was an advance of RMB 70,663,000 (2008: RMB 56,461,000)

paid to the corn, electricity and steam suppliers in order to obtain stable supply and
favourable price of corn, electricity and steam purchase.
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Financial Statements

11 Share Capital and Share Premium
Details of the movements of share capital of the Company during the Period are as

follows:
BNl 2o WaP et 20 NaE e 1 20 WP el 2 RiEnt 2o WaP ey 20 NPt o WP G 2o WaE et oo,
Number Share Share
of shares capital premium
(thousands) RMB’000 RMB’000
At 1 January 2008 829,552 86,375 468,998
Proceeds from share option exercised 800 80 1,812
Share option scheme value of
service provided - - 110
At 30 June 2008 830,352 86,455 470,920
At 1 January 2009 830,352 86,455 471,853
Share options scheme value of
service provided - - 878
At 30 June 2009 830,352 86,455 472,731

The total authorised number of ordinary shares are 2,000 million shares (2008: 2,000
million shares) with a par value of HK$0.1 share (2008: HK$0.1 per share). All issued
shares are fully paid.

17,024,406 shares were allotted and issued subsequent to 30 June 2009 on 7 July 2009
under the scrip dividend scheme approved in the annual general meeting held on 26 June 2009.

(a) Share option scheme

A share option scheme was approved and adopted by the Company according to
a written resolution passed on 6 November 2005 (the “Share Option Scheme”). The
Share Option Scheme is designed to enable the Group to grant options to selected
participants as incentives or rewards for their contribution to the Group. According
to the scheme, the Company can issue options to the extent that the total number of
shares that may be issued upon exercise of all outstanding options to be granted and
any other share option scheme of the Company must not exceed 80,000,000 shares
in aggregate.
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Financial Statements

Share Capital and Share Premium (continued)
(a) Share option scheme (continued)

5,979,000 share options granted in 2008 were cancelled and replaced with
5,979,000 new share options in May 2009.

In addition, a further 600,000 share options were granted in May 2009.

Movements in the number of share options outstanding and their related weighted average

exercise prices are as follows:

2009 2008

Average Average

exercise price exercise price
in HK dollar Options in HK dollar Options
per share (thousands) per share (thousands)
At 1 January 2.95 5,979 3.69 6,592
Granted 1.32 6,579 2.95 5,979
Cancelled 283 (5,979) - -
Exercised - - 2.50 (800)
Lapsed - - 3.86 (5,792)
At 30 June 1.32 6,579 2.95 5,979

Share options outstanding as of the end of the Period have the following expiry date and
exercise price:

Exercise price Number of

Expiry date HK$ per share options
(thousands)

7 May 2019 1.32 6,579
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11

Financial Statements

Share Capital and Share Premium (continued)

(a)

Share option scheme (continued)

The fair value of options granted during the interim period ended 30 June 2009
determined using the Binomial Option Pricing Model was approximately RMB
3,909,000 (first half of 2008: RMB 5,931,000). The significant inputs into the model
were share price of HK$1.32 (first half of 2008: HK$2.95) at the grant dates and
the exercise price shown above; volatility of 62.72% (first half of 2008: 56.68%);
dividend yield of 2.55% (first half of 2008: 5.6%); an expected average option life
of 3,650 days (first half of 2008: 2,008 to 2,373 days); and annual risk-free interest
rate of 2.199% (first half of 2008: 2.66% to 2.74%). The volatility measured at the
standard deviation of continuously compounded share returns is based on the
historical volatility of the share prices of the Company over a interim period that is
equal to the contractual life of the share options.

12 Trade and Other Payables

30 June 31 December

2009 2008

RMB’000 RMB’000

Unaudited Audited

Trade payables 228,117 200,648
Other payables 177,734 236,039
Other taxes payables 798 2,163
Deposits and advance from customers 23,628 12,541
430,277 451,391
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Financial Statements

12 Trade and Other Payables (continued)

Ageing analysis of the trade payables is as follows:

30 June 31 December

2009 2008

RMB’000 RMB’000

Unaudited Audited

0 — 30 days 96,118 95,172
31 - 60 days 64,742 26,398
61 — 90 days 12,772 36,324
Over 90 days 54,485 42,754
228,117 200,648

Approximately RMB 133,611,000 (2008: RMB 206,323,000) of other payables as at 30
June 2009 represent payables to vendors in relation to the construction of production line

for crystalline fructose.

13 Capital Commitments
Capital expenditures authorised/contracted at the balance sheet date but not yet incurred

is as follows:

30 June 31 December

2009 2008
RMB’000 RMB’'000
Unaudited Audited

Property, plant and equipment
— Contracted but not provided for 19,656 12,977
— Authorised but not contracted for - -

19,656 12,977
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Financial Statements

14 Related Party Transactions
The Group is controlled by Xiwang Investment Company Ltd (“Xiwang Investment”)
(incorporated in BVI), which owns about 63% of the Company’s shares. The remaining
37% of the shares are held by public. The ultimate holding company of the Group is
Xiwang Holdings Limited (incorporated in BVI). The Directors consider Mr. Wang Yong
to be the ultimate controlling party of the Group. During the Period, the Group had

undertaken transactions with the following related companies:

Relationship

English Name Chinese Name with the Company

Xiwang Group Company Limited BERERRAA Controlled by the shareholders of
(“Xiwang Group”) Xiwang Holdings Limited

Shandong Xiwang Food Company Limited LWRBATRmAR AR Subsidiary of Xiwang Group
(“Xiwang Food”)

Shandong Fangong Wine WRBABEXEERAR Subsidiary of Xiwang Group
Industry Co., Ltd. (“Fangong Wine”)

Shandong Xiwang Leavening Co., Ltd LWRATERERAR Subsidiary of Xiwang Group
(“Xiwang Leavening”)

Shandong Xiwang Steel Structure WRATHAEEERAR Subsidiary of Xiwang Group
Co., Ltd (“Xiwang Steel Structure”)

Shandong Xiwang Steel Co., Ltd R T HE AR A A Subsidiary of Xiwang Group
(“Xiwang Steel”)

Shandong Xiwang Pharmaceutical Co., Ltd ~ IURATEEERFE N E] Subsidiary of Xiwang Group

(“Xiwang Pharmaceutical”)

In addition to the related party transactions as disclosed in other notes to these financial
statements, the Group had the following significant transactions carried out with related
parties during the Period:
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14 Related Party Transactions (continued)

(a) Sales of goods

Six months ended 30 June

2009 2008
RMB’000 RMB’000
Unaudited Unaudited
Sales of corn germ
— Xiwang Food 104,761 181,000
Sales of corn starch
— Xiwang Pharmaceutical 28,403 -
Sales of crystalline glucose
— Xiwang Pharmaceutical 6,249 -
Sales of glucose syrup
— Xiwang Leavening 1,801 420
141,214 181,420

The pricing of these transactions was determined based on agreement between the
Group and the related parties with reference to market prices on each individual

transaction.
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Financial Statements

14 Related Party Transactions (continued)

(b) Purchases of goods and services

Six months ended 30 June

2009 2008
RMB’000 RMB’'000
Unaudited Unaudited
Purchase of corn germ dregs
— Xiwang Food 323 24,285
Purchase of packaging materials
— Fangong Wine 16,885 27,537
17,208 51,822
Construction of property,
plant and equipment
— Xiwang Steel Structure - 4,784
Sewage services
— Xiwang Group 1,798 1,020

The pricing of these transactions was determined based on agreement between the
Group and the related parties with reference to market prices on each individual
transaction.
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14 Related Party Transactions (continued)

(c) Balances due from/to related parties

30 June 31 December

2009 2008
RMB’000 RMB’000
Unaudited Audited
Receivables:

Outstanding end of the periods 12,363 8,130

Maximum amounts outstanding during
the periods 18,756 82,047
Payable, end of the periods 2,772 7,940

The related parties were all under the control of Mr. Wang Yong, chairman and

director of the Company.

The balances due from/to related parties are interest-free, unsecured, and repayable

on demand.
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Organisation Structure

As at 30 June 2009:

Xiwang Investment
Company Limited
62.97%

Free float
37.03%

Xiwang Sugar Holdings Company Limited
(Bermuda)
100%

Master Team International Limited
17:1%))
100%

Winning China Limited Xiwang Sugar
(Hong Kong) (Hong Kong) Limited
100% (Hong Kong)
100%

Shandong Xiwang Bio-chem Shandong Xiwang Sugar Xiwang International
Technology Company Limited Industry Company Limited Company Korea Limited

(PRC) (PRC) (Korea)
100% 100% 71%

Shandong Xiwang Functional
Sugar Company Limited
(PRC)

100%
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Other Information

Corporate Governance Practices

The Company has compiled throughout the Period with all the code provisions set out in the
Code on Corporate Governance Practices contained in Appendix 14 to the Rules (“Listing
Rules”) governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

Model Code for Securities Transactions by Directors

The Company has also adopted the “Model Code for Securities Transactions by Directors of
Listed Issuers” (the “Model Code”) as set out in Appendix 10 to the Listing Rules as its own
code for Directors’ securities transactions. Having made specific enquiries with all Directors,
the Company confirmed that all Directors have complied with the required standard set out in
the Model Code during the Period.

Audit Committee

The Company has set up an audit committee (“Audit Committee”) with written terms of reference
based upon the provisions and recommended practices of the CG Code on 6 November 2005.
The primary duties of the Audit Committee are to review and supervise the financial reporting
process and internal control systems of the Group. At present, members of the Audit Committee
comprise Mr. WONG Kai Ming (chairman), Mr. SHI Wei Chen and Mr. SHEN Chi, being the three

independent non- executive Directors.

The Group’s unaudited condensed consolidated financial statements for the Period have been
reviewed by the Audit Committee of the Company, which is of the opinion that such statements
complied with the applicable accounting standards, the Listing Rules, the Stock Exchange and
legal requirements, and that adequate disclosures have been made.

Purchase, Sale or Redemption of the Company’s Securities

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
listed securities of the Company during the Period.
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_ Other Information

Interim Dividend

The Board of Directors resolved not to declare any interim dividend for the six months ended 30
June 2009.

Share Option Scheme

The Company adopted a share option scheme (the “Scheme”) on 6 November 2005. The
purpose of the Scheme is to enable the Group to grant options to selected participants as
incentives or rewards for their contribution to the Group. As at 30 June 2009, the outstanding
share options were 6,579,000 shares of the Company, details of which are set out in note 11(a)
to the condensed consolidated financial information and below:

Outstanding  Outstanding

as at as at Exercise
Class of During the six months ended 30 June 2009 1 January 30 June price per Exercise
grantee Date of grant Granted  Exercised  Cancelled Lapsed 2009 2009 Share period
(HKS)
Employees 26 May 2008 - - 5,979,000 - 5,979,000 - 2.95
(Note 1)
8 May 2009 6,579,000 - - - - 6,579,000 1.32 (Note 2)
(Note 3)
Notes:
(1 Employees include employees of the Group (other than Directors) working under employment contracts with the

Group which are regarded as “continuous contracts” for the purpose of the Employment Ordinance (Chapter 57
of the Laws of Hong Kong).
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Other Information

(2) These options can only be exercised by the grantee in the following manner:

Maximum cumulative number of shares under

the options that can be subscribed for

Commencing from pursuant to the exercise of the options
8 May 2010 2,193,000
8 May 2011 4,386,000
8 May 2012 6,579,000

(3) The closing price of shares of the Company immediately before the date on which the options were granted was
HK$1.28.

Directors’ Interests in Shares, Underlying Shares
of the Company and its Associated Corporations

As at 30 June 2009, the interests and short positions of the Directors

and Debentures

and chief executive of

the Company in the shares, underlying shares and debentures of the Company or any of its

associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance

(Cap. 571, Laws of Hong Kong) (“SFQ”)) as recorded in the register required to be kept by the

Company under section 352 of the SFO, or were required, pursuant to the Model Code, to be

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

Percentage
shareholding
in the class of

Company/Name of Number and class securities as at

associated corporations Name of directors Capacity of securities 30 June 2009
(Note 1)

Company WANG Yong Interest of a controlled 522,860,000 62.97%

corporation (Note 2) ordinary shares (L)

(Note 3)
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Percentage
shareholding
in the class of

Company/Name of Number and class securities as at

associated corporations Name of directors Capacity of securities 30 June 2009
(Note 1)

Xiwang Holdings Limited WANG Yong Beneficial owner 5,931 shares (L) 47.45%

(“Xiwang Holdings”)

Xiwang Investment Company WANG Yong Interest of a controlled 3 shares (L) 100%
Limited (“Xiwang corporation (Note 2)
Investment (BVI)")

Xiwang Holdings WANG Cheng Qing Beneficial owner 230 shares (L) 1.84%
Xiwang Holdings WANG Liang Beneficial owner 230 shares (L) 1.84%
Xiwang Holdings HAN Zhong Beneficial owner 177 shares (L) 1.42%
Xiwang Holdings LI Wei Beneficial owner 89 shares (L) 0.71%
Xiwang Holdings LIU Ji Qiang Beneficial owner 89 shares (L) 0.71%
Xiwang Holdings SUN Xinhu Beneficial owner 89 shares (L) 0.71%
Notes:

(1) The letter “L” represents the director’s interests in the shares.

(2) Mr. WANG Yong holds 47.45% of the issued share capital of Xiwang Holdings which in turn holds 100% interests

in Xiwang Investment (BVI).

(3) These shares are registered in the name of Xiwang Investment (BVI). Mr. WANG Yong is deemed to be interested

in all shares of the Company in which Xiwang Investment (BVI) is interested.
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Substantial Shareholders and Other Persons who are Required to
Disclose their Interests Pursuant to Part XV Of the SFO

(a) Substantial shareholders of the Company
As at 30 June 2009, the following shareholders (other than the directors and chief
executive of the Company whose interests and short positions in the shares and
underlying shares of the Company are set out above) had interests or short positions in
the shares and underlying shares of the Company as recorded in the register required to
be kept by the Company under section 336 of the SFO:

Approximate
percentage of

Name of Number of shares interest as at

substantial shareholders Capacity of the Company held 30 June 2009
(Note 1)

Xiwang Investment (BVI) Beneficial owner 522,860,000 62.97%

ordinary shares (L)

Xiwang Holdings Interest of a controlled 522,860,000 62.97%
corporation (Note 2) ordinary shares (L)

Zhang Shufang Interest of spouse 522,860,000 62.97%
(Note 3) ordinary shares (L)

Notes:

(1) The letter “L” represents the entity’s interests in the shares.

(2) Xiwang Investment (BVI) is a wholly-owned subsidiary of Xiwang Holdings.

(3) Ms. ZHANG Shufang, being the spouse of Mr. WANG Yong, is deemed to be interested in all the shares
of the Company, in which Mr. WANG Yong is deemed to be interested.
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Other Information

(b) Other persons who are required to disclose their interests pursuant to Part XV of the SFO
Save as disclosed in the paragraph headed “Directors’ interests in shares, underlying
shares and debentures of the Company and its associated corporations” and
paragraph (a) above, as at 30 June 2009, no other person had interests or short positions
in the shares and underlying shares of the Company which are required to be recorded in
the register required to be kept by the Company under section 336 of the SFO.

Miscellaneous

In the event of inconsistency, the English texts of this interim report shall prevail over the
Chinese texts.
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