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Principal Suppliers
 
Our principal suppliers during 2010 and 2009 were Shandong Haihua Chlorine & Alkali Colophony Chemicals Company Limited,
Shouguang Hongye Trading Company Limited, and Shouguang City Rongguang Trading Company Limited.
 
During the year ended December 31, 2010, we purchased 49.7% of our products from two suppliers. As of December 31, 2010, the
accounts payable due to these suppliers was approximately $2,544,011.
 
During the year ended December 31, 2009, we purchased 25.5% of our raw material from two suppliers. As of December 31, 2009,
the accounts payable due to these suppliers was approximately $2,146,192.
 
This supplier concentration makes us vulnerable to a near-term adverse impact, should the relationships be terminated.
 
Business Strategy
 
Expansion of Production Capacity to Meet Demand
 

▼ Bromine and Crude Salt
 
 The Company has announced its intent to acquire bromine properties that are unlicensed and thus not legally

permitted to produce bromine.  Prior to 2010, the Company acquired seven such properties, expanded our annual
production capacity to 43,300 metric tons of bromine and 450,000 metric tons of crude salt.  These properties were
purchased with a combination of cash and shares of our common stock, at purchase prices totaling $62.5 million. In
2010, the Company acquired another bromine property of this kind at purchase price of $13.9 million, in form of a
combination of cash and shares of our common stock. This property further expanded our annual production
capacity by 3,000 metric tons of bromine and 100,000 metric tons of crude salt. We also acquired a crude salt field
in late December 2010 at cash consideration of $11 million, which expected to increase our annual production
capacity by 78,000 metric tons of crude salt in 2011.  The Company expects that it will continue its acquisition
program in 2011 and that these acquisitions will be funded by a combination of cash on hand, and the issuance of
debt or equity securities, including securities issued to the sellers.

 
▼Chemical Products

 
 In June 2010, we completed the construction of a new production line for wastewater treatment chemical additives

located in our Yuxin Chemical Plant, at a total cost of $8,838,000. The new production line is now under pilot
testing. We expect the new production line will start operation in 2011 with positive cash from operations. To
expand its chemical production capacity, the Company intends to acquire chemical product producers.  These
acquisitions will be funded by a combination of cash on hand, and the issuance of debt or equity securities

 
Competition
 
The markets for our products have been experiencing increased levels of demand as China continues its recent pace of accelerated
growth.  Nevertheless, the markets for our products are highly competitive.  To date, our sales have been limited to customers within
the PRC and we expect that our sales will remain primarily in domestic for the immediate future.  Our marketing strategy involves
developing long term ongoing working relationships with customers based on large multi-year agreements which foster mutually
advantageous relationships.
 
We compete with PRC domestic private companies and state-owned companies.  Certain state-owned and state backed competitors are
more established and have more control of certain resources in term of pricing than we do.  We compete in our business based on
price, our reputation for quality and on-time delivery, our relationship with suppliers and our geographical proximity to natural brine
deposits in the PRC for bromine, crude salt and chemical productions.  Management believes that our stable quality, manufacturing
processes and plant capacity for the production of bromine, crude salt and chemical products are key considerations in the awarding of
contracts in the PRC.
 
Our principal competitors in the bromine business are Shandong Yuyuan Group Company Limited, Shandong Haihua Group
Company Limited, Shandong Dadi Salt Chemical Group Company Limited, all of which produce bromine principally for use in their
chemicals businesses and sell part of the bromine produced to customers. These companies may switch to selling bromine to the
market if they no longer use bromine in their chemical business.
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