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Graubard Miller
405 Lexington Avenue
New York, New York 10174
Telephone: (212) 818-8800
Fax: (212) 818-8881

Approximate date of commencement of proposed sale to the public: As
soon as practicable after this Registration Statement becomes effective and all
other conditions to the merger contemplated by the Agreement and Plan of Merger
described in the enclosed proxy statement/prospectus have been satisfied or
waived.

If any of the securities being registered on this form are to be
offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box: |_|

If this form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. |[_|

If this form is a post-effective amendment filed pursuant to Rule
462 (d) under the Securities Act, check
the following box and list the Securities Act registration statement number of

the earlier effective registration statement for the same offering. |_|

CALCULATION OF REGISTRATION FEE

Proposed Proposed
Maximum Maximum
Title of each Class of Amount being Offering Price Per Aggregate Offer
Security being registered Registered Security (1) Price (1)
Units, each consisting of one 4,025,000 Units $13.45 $54,136,250.0
share of Common Stock, $.0001 par
value, and two Warrants (2)
Shares of Common Stock 4,025,000 Shares @ ——————— ===
Warrants included as part of the 8,050,000 Warrants @ ——————— = ————
Units
Shares of Common Stock underlying 8,050,000 Shares $5.00 $40,250,000.0
the Warrants included in the
Units (3)
Shares of Common Stock 875,000 Shares $7.70 $6,737,500.00
Representative's Unit Purchase 1 $100 $10
Option



Edgar Filing: Origin Agritech LTD - Form S-4/A

Units underlying the 350,000 Units $9.90 $3,465,00
Representative's Unit Purchase

Option ("Underwriter's Units") (3)

Shares of Common Stock included as 350,000 shares @ ——————— - ————=

part of the Underwriter's Units(3)

Warrants included as part of the 700,000 Wwarrants ~  ——————— - ————=
Underwriter's Units (3)

Shares of Common Stock underlying 700,000 Shares $6.40 $4,480,00
the Warrants included in the
Underwriter's Units (3)

(1) Based on the market price of the Units or exercise price for the purpose of
calculating the registration fee pursuant to Rule 457 (f) (1) and Rule
457 (g) (1) .

(2) ©No fee pursuant to Rule 457 (g).

(3) Pursuant to Rule 416, there are also being registered such indeterminable
additional securities as may be issued as a result of the anti-dilution
provisions contained in the Warrants.

(4) Based on the market price of a share of common stock on June 25, 2005.

The registrant hereby amends this registration statement on such date
or dates as may be necessary to delay its effective date until the registrant
shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8 (a) of
the Securities Act of 1933, as amended, or until the registration statement
shall become effective on such date as the Securities and Exchange Commission,
acting pursuant to said Section 8(a), may determine.

Chardan China Acquisition Corp.
625 Broadway, Suite 1111
San Diego, CA 92101

To the Stockholders of Chardan China Acquisition Corp:

You are cordially invited to attend a special meeting of the
stockholders of Chardan China Acquisition Corp. ("Chardan"), relating to its
proposed purchase of the stock of State Harvest Holdings Limited ("Origin"), a
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British Virgin Islands company, and related matters. The meeting will be held at
10:00 a.m., eastern time, on , 2005, at Chardan's offices at 625
Broadway, Suite 1111, San Diego, California, 92101.
At this meeting, you will be asked to consider and vote upon the

following proposals:

1. to approve a Stock Purchase Agreement, dated as of December 20, 2004

("Purchase Agreement") among Chardan, Origin and the stockholders of Origin (the
"Origin Stockholders") and the transactions contemplated thereby. Origin and the
Origin Stockholders (collectively, the "Origin Parties") have already approved

the Purchase Agreement;

2. to approve the merger of Chardan with and into a wholly owned
subsidiary formed under the laws of the British Virgin Islands, with the name
Origin Agritech Limited ("Agritech") for the purposes of redomestication of our
company to the British Virgin Islands (the "Redomestication Merger") and
acquiring Origin; and 3. to approve the Chardan 2005 Performance Equity Plan
("Stock Option Plan");

If these proposals are approved:
o we will acquire an operating business in China;
o we will change our corporate domicile from the State of Delaware to
the British Virgin Islands, which means we will be governed by the

laws of the British Virgin Islands;

o we will change our corporate name to "Origin Agritech Limited" as a
result of the Redomestication Merger;

o the majority of our board of directors and officers will be the
Origin Stockholders and their designees; o the Agritech Memorandum
of Association and the Articles of Association will become the

equivalent of our certificate of incorporation and Dby-laws,
respectively;
o each share of common stock of Chardan will automatically convert

into one share of common stock of Agritech; and

o each outstanding warrant of Chardan will be assumed by Agritech with
the same terms, but exercisable for common stock of Agritech.

Agritech will continue as a reporting company under the Securities
Exchange Act of 1934, as amended, with its units, common stock and warrants
trading on the Nasdag National Market for which it has received provisional
approval of listing concurrent with the consummation of the Redomestication
Merger.

We will not consummate the transactions described under proposal 1
unless the Redomestication Merger in proposal 2 is also approved. Similarly, the
Redomestication Merger will not take place if the Purchase Agreement is not
approved. The approval of the Stock Option Plan in proposal 3 is not a condition
to consummation for the Purchase Agreement and the Redomestication Merger.

At the closing of the Purchase Agreement, the Origin Stockholders and
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their designee, A Plus Resources Limited, will be paid an aggregate of
$10,000,000 in cash and issued an aggregate of 10,000,000 shares of Agritech
common stock for all the outstanding common stock of Origin. Of the cash portion
of the purchase price, $250,000 will be retained for one year by Agritech to
secure certain indemnification obligations of the Origin Stockholders. The above
cash payment will be made with some of the funds from the trust account; the
balance of the trust account will be used by Agritech for operating capital.

Additional purchase price payments will be made to the Origin
Stockholders and their designee, up to an aggregate of $15,000,000, if either of
the following occurs during any fiscal year of Agritech after the closing date
until December 31, 2008 (or June 30, 2009 if the fiscal year is changed to a
July 1 - June 30 fiscal year) from funds generated in the additional financing
or from operational earnings as described below:

A. If Agritech receives at least $40,000,000 in gross proceeds
in additional financing as a result of (i) the call of the outstanding public
warrants assumed by Agritech at the closing; (ii) Agritech's successful
completion of a follow-on offering; or (iii) a private investment into Agritech
by a strategic investor ("Financing Adjustment"), then Agritech will pay an
additional $15,000,000 to the Origin Stockholders and their designee; or

B. If Agritech generates net positive cash flow of $2,000,000
or more on a consolidated basis ("Earnings Adjustment"), then the Origin
Stockholders and their designee will be entitled to receive 75% of the net
positive cash flow up to a maximum of $7,500,000 per fiscal year and $15,000,000
in the aggregate.

If both an Earnings Adjustment and a Financing Adjustment
occur, the maximum aggregate amount to be paid to the Origin Stockholders and
their designee, from one or both adjustments, is $15,000,000.

As further additional purchase price, certain Origin Stockholders and
their designee will be issued an aggregate of 1,500,000 shares of common stock
of Agritech for each of the next four years if, on a consolidated basis,
Agritech generates after-tax profits (excluding after-tax operating profits from
any subsequent acquisitions of securities that have a dilutive effect and before
the expenses of this transaction and director and employee option expense) of at
least the following amounts:

Year ending June 30, After-Tax Profit
2006 $11,000,000
2007 $16,000,000
2008 $21,000,000
2009 $29,000,000

The affirmative vote of the holders of a majority of the outstanding
shares of Chardan common stock is required to approve each of the Purchase
Agreement and the Redomestication Merger. The affirmative vote of holders of a
majority of the shares represented and entitled to vote at the meeting is
required for approval of the Stock Option Plan.

Each Chardan stockholder that holds shares of common stock issued in
Chardan's initial public offering has the right to vote against the stock
purchase proposal and at the same time demand that Chardan convert such
stockholder's shares into cash equal to a pro rata portion of the funds held in
the trust account into which a substantial portion of the net proceeds of
Chardan's initial public offering was deposited. These shares will be converted
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into cash only if the Purchase Agreement is consummated. However, if the holders
of 805,000 or more shares of common stock issued in Chardan's initial public
offering vote against the stock purchase proposal and demand conversion of their
shares, then Chardan will not consummate the Purchase Agreement. Chardan's
initial stockholders who purchased their shares of common stock prior to its
initial public offering and presently own an aggregate of approximately 17.9% of
the outstanding shares of Chardan common stock, have agreed to vote all of their
shares on the Purchase Agreement and Redomestication Merger proposals as the
majority of the other shares are voted.

Immediately after consummation of the Purchase Agreement, if no holder
of shares of Chardan common stock demands that Chardan convert these shares into
a pro rata portion of the trust account, Chardan stockholders will own
approximately 32.5% of Agritech's issued and outstanding shares of common stock.
If one or more of Chardan's stockholders vote against the stock purchase
proposal and demand that Chardan convert their shares into a pro rata portion of
the trust account, then Chardan's stockholders will own less than approximately
32.5% of Agritech's issued and outstanding shares of common stock.

Chardan's shares of common stock, warrants and units currently are
listed on the Over-the-Counter Bulletin Board under the symbols CAQC, CAQCW and
CAQCU, respectively. Chardan, however, has applied for listing on the Nasdag
National Market and been provisionally approved contingent on the consummation
of the Redomestication Merger under the proposed symbols SEED, SEEDW and SEEDU.
If the securities are not listed on Nasdag for some reason, they will remain
traded on the OTCBB.

After careful consideration of the terms and conditions of the proposed
Purchase Agreement, the Redomestication Merger and the Stock Option Plan, the
board of directors of Chardan has determined that the Purchase Agreement and the
transactions contemplated thereby, the Redomestication Merger and the Stock
Option Plan are fair to and in the best interests of Chardan and its
stockholders. The board of directors of Chardan did not obtain a fairness
opinion on which to base this assessment. The board of directors of Chardan
unanimously recommends that you vote or give instruction to vote "FOR" the
approval of the Purchase Agreement, the Redomestication Merger and the Stock
Option Plan.

Enclosed is a notice of special meeting and proxy statement containing
detailed information concerning the Purchase Agreement and the transactions
contemplated thereby, the Redomestication Merger and the Stock Option Plan.
Whether or not you plan to attend the special meeting, we urge you to read this
material carefully.

Your vote is important. Whether you plan to attend the special meeting
or not, please sign, date and return the enclosed proxy card as soon as possible
in the envelope provided.

I look forward to seeing you at the meeting.

Sincerely,
Richard D. Propper, MD

Chairman of the Board

Chardan China Acquisition Corp.
625 Broadway, Suite 1111
San Diego, CA 92101
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON , 2005

TO ALL THE STOCKHOLDERS OF CHARDAN CHINA ACQUISITION CORP:

NOTICE IS HEREBY GIVEN that a special meeting of stockholders,
including any adjournments or postponements thereof, of Chardan China
Acquisition Corp. ("Chardan"), a Delaware corporation, will be held 10:00 a.m.
eastern time, on , 2005, at Chardan's offices at 625 Broadway, Suite
1111, San Diego, California, 92101 for the following purposes:

o To consider and vote upon a proposal to adopt the Stock Purchase
Agreement, dated as of December 20, 2004, among Chardan, State
Harvest Holdings Limited, ("Origin"), a British Virgin Islands
company, and the stockholders of Origin (the "Origin Stockholders,"
together with Origin, the "Origin Parties"), and the transactions
contemplated thereby;

o To consider and vote upon the merger of Chardan into its wholly
owned subsidiary Origin Agritech Limited ("Agritech"), formed under
the laws of the British Virgin 1Islands, for the purposes of
reincorporation and redomestication of the company to the British
Virgin Islands (the "redomestication merger"); and

o To consider and vote upon a proposal to adopt the Chardan 2005
Performance Equity Plan.

The board of directors has fixed the close of business on ,
2005 as the date for which Chardan stockholders are entitled to receive notice
of, and to vote at, the Chardan special meeting and any adjournments thereof.
Only the holders of record of Chardan common stock on that date are entitled to
have their votes counted at the Chardan special meeting and any adjournments or
postponements of it.

Chardan will not transact any other business at the special meeting,
except for business properly brought before the special meeting or any
adjournment or postponement of it by Chardan's board of directors.

Your vote is important. Please sign, date and return your proxy card as
soon as possible to make sure that your shares are represented at the special
meeting. If you are a stockholder of record of Chardan common stock, you may
also cast your vote in person at the special meeting. If your shares are held in
an account at a brokerage firm or bank, you must instruct your broker or bank on
how to vote your shares. If you do not vote or do not instruct your broker or
bank how to vote, it will have the same effect as voting against the stock
purchase agreement and the redomestication merger.

The board of directors of Chardan unanimously recommends that you vote
"FOR" the approval of the stock purchase agreement, the redomestication merger
and the stock option plan.

By Order of the Board of Directors,
Richard D. Propper, MD

Chairman of the Board
, 2005
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PROXY STATEMENT FOR SPECIAL MEETING OF STOCKHOLDERS OF
CHARDAN CHINA ACQUISITION CORP.

PROSPECTUS FOR UP TO 4,375,000 UNITS, 12,950,000 SHARES OF COMMON STOCK,
AND
8,750,000 WARRANTS OF ORIGIN AGRITECH LIMITED

The board of directors of Chardan China Acquisition Corp. ("Chardan")
and its wholly-owned subsidiary, Origin Agritech Limited ("Agritech") have
unanimously approved the acquisition of State Harvest Holdings Limited
("Origin") pursuant to a stock purchase agreement whereby Agritech will purchase
all of the outstanding securities held by the stockholders of Origin.
Furthermore, the board of directors of Chardan has unanimously approved the
reincorporation of Chardan from the State of Delaware to the British Virgin
Islands, through a redomestication merger with Agritech such that the merged
corporation will be incorporated under, and subject to, the laws of the British
Virgin Islands. We also believe that, for a variety of financial and tax
reasons, the British Virgin Islands is an attractive country of incorporation
for a company wholly operating in China. As a British Virgin Islands
corporation, Agritech will be able to benefit from these advantages, and we
believe the redomestication merger will permit us to take advantage of such
benefits.

In connection with the redomestication merger, you will receive from
Agritech units, common stock or warrants equal to the number of units, common
stock or warrants you own in Chardan, which will be in the name of Agritech,
following the redomestication merger. Agritech will assume the outstanding
obligations under the Chardan warrants, the terms and conditions of which will
not change, except that, upon exercise, warrant holders will receive shares of
common stock of Agritech, the newly reincorporated company. Upon consummation of
the redomestication merger, the operations and assets of Origin will become
those of Agritech and under the Agritech name.

Chardan was organized to serve as a vehicle for the acquisition of a
company operating in the Peoples Republic of China. Origin, through its four
operating subsidiaries in China, develops, produces, distributes and markets
hybrid food crop seeds to the Chinese agricultural industry.

Chardan's common stock, warrants and units are currently listed on the
Over-the-Counter Bulletin Board under the symbols CAQC, CAQCW and CAQCU,
respectively. The securities of Agritech, at the time of the redomestication
merger, will be listed on the Nasdag National Market. The proposed symbols are
SEED, SEEDW and SEEDU.

This proxy statement/prospectus provides you with detailed information
about the acquisition of Origin and redomestication merger and the special
meeting of stockholders. We encourage you to carefully read this entire document
and the documents incorporated by reference. YOU SHOULD ALSO CAREFULLY CONSIDER
THE RISK FACTORS BEGINNING ON PAGE 23.

The acquisition of Origin cannot be completed unless at least a
majority of the shares of Chardan's common stock, are present in person or by
proxy and entitled to vote at the special meeting as of [ ], 2005, approve the
acquisition. The redomestication merger cannot be completed unless at least a
majority of outstanding shares of Chardan's common stock, present in person or
by proxy and entitled to vote at the special meeting as of [ ], 2005, approve
the redomestication merger.

The board of directors unanimously approved and declared advisable the
acquisition and the redomestication merger and unanimously recommends that you
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vote or instruct your vote to be cast "FOR" the approval of the acquisition
proposal and "FOR" the approval of the redomestication merger proposal. The
board of directors did not obtain a fairness opinion for any aspect of the
transaction.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED
UPON THE ACCURACY OR ADEQUACY OF THIS PROXY STATEMENT/PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THIS PROXY STATEMENT/PROSPECTUS IS DATED [ ], 2005, AND IS FIRST BEING
MAILED TO CHARDAN STOCKHOLDERS ON OR ABOUT [ ], 2005.
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This proxy statement/prospectus incorporates important business and
financial information about Chardan Origin and the Origin Operating Companies
that is not included in or delivered with the document. This information is
available without charge to security holders upon written or oral request. The
request should be sent to

Dr. Richard Propper
c/o Origin Agritech Limited
625 Broadway, Suite 1111
San Diego, California 92101
(619) 795-4627

To obtain timely delivery of requested materials, security holders must
request the information no later than five days before the date they submit
their ©proxies or attend the special meeting. The latest date to request the
information to be received timely is , 2005.

The financial statements of Origin are prepared using Renminbi, the
currency of the Peoples Republic of China ("PRC"). For convenience, the Renminbi
amounts have been converted throughout the text of the proxy
statement/prospectus into United States dollars. The Renminbi is a controlled
currency, and the exchange rate maintained by the PRC is approximately 8.27
Renminbi to one United States dollar. This is the exchange rate used for the
translated dollar amounts in the text of this proxy statement/prospectus.

Under the law of the British Virgin Islands, Agritech is authorized to
issue "ordinary shares" and holders of ordinary shares are "members." References
to ordinary shares and members have been translated to common stock
stockholders, which are terms more familiar to United States persons who Chardan
believes are the majority of its stockholders.

QUESTIONS AND ANSWERS ABOUT THE MEETING

Q. Why is Chardan proposing A. Chardan was organized to effect a business combination w
the stock purchase? business that is based in China and that has significant
The operating companies of Origin, after the consummatio

purchase will be Beijing Origin Seed Limited, Henan Orig
Technology Development Limited, Changchun Origin Seed Te
Development Limited and Beijing Origin State Harvest Bio
(these four companies are referred to as the "Origin Ope
Companies"). Together they develop, produce, distribute
food crop seeds to the Chinese agriculture industry. Th
Companies have, collectively, demonstrated significant g
commencing operations in 1997. Chardan believes that the

10
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Why is Chardan proposing
the redomestication
merger?

Why is Chardan proposing
the stock option plan?

What is being voted on?

What vote is required in
order to adopt the stock
purchase proposal?

A.

A.

A.

Companies have the infrastructure in place to expand the
the development of additional hybrids and the expansion
base. As a result, Chardan believes that a business con
Origin will provide Chardan stockholders with an opportu
in a combined company with significant growth potential.

Chardan is proposing the reincorporation of itself into
under the laws of the British Virgin Islands to align it
liabilities with the location of its activities to reduc
impact of corporate income tax on the surviving company
stockholders. Because the future operations will be alm
foreign to the United States, the redomestication merger
reduce or entirely eliminate the income tax liability of
United States and permit greater flexibility in structur
creating subsidiaries in China and other countries as th
Origin expands. By becoming a non-United States company
that the successor company will only be taxed on its ope
jurisdiction in which they are located and undertaken, a
subject to additional income taxes merely by virtue of t
place of incorporation.

Chardan is proposing the stock option plan to enable the
attract, retain and reward its directors, officers, empl
consultants using equity-based incentives.

There are three proposals that you are being asked to vo
proposal is to adopt the stock purchase agreement, dated
and the transactions contemplated thereby. We refer to t
stock purchase proposal.

The second proposal is to approve the merger of Chardan
Agritech for purposes of redomestication to the British
refer to this proposal as the redomestication merger prc

The third proposal is to adopt Chardan's 2005 Performanc
refer to this proposal as the stock option plan proposal

The approval of the stock purchase will require the affi
majority of the outstanding shares of Chardan's common s
holders of 805,000 or more shares of common stock issued
initial public offering vote against the stock purchase

Chardan convert their shares into a pro rata portion of

as of the record date, then the stock purchase will not

vote of the holders of Chardan's warrants is necessary t
purchase proposal or other proposals, and Chardan is not
holders to vote on the stock purchase proposal or the ot
Chardan will not consummate the transaction described in
proposal unless the redomestication merger is also appro
the redomestication merger will not be consummated if th
proposal is not approved. The approval of the stock opt
is not a condition to the consummation of the stock purc
redomestication merger proposals.

11
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What vote is required in
order to adopt the
redomestication merger?

What vote is required in A.

order to adopt the stock
option plan?

How do the Chardan A.

insiders intend to vote
their shares?

What will I receive in A.
the redomestication

merger?

How will the A.

redomestication merger
be accomplished?

Will the Chardan A.

stockholders be taxed as
a result of the
redomestication merger?

Will Chardan be taxed on A.

the redomestication
merger?

How much of the A.

surviving company will
existing Chardan
stockholders own?

What will the name of A.

The affirmative vote of the holders of a majority of the
of Chardan common stock is required to approve the redon
proposal.

The approval of the stock option plan will require the a
a majority of the shares represented and entitled to vot
The approval of the stock option plan is not a condition
the stock purchase or the redomestication merger proposa

All of the insiders who purchased their shares prior to
offering (including the officers and directors) have agr
shares held by them on the stock purchase and redomestic
proposals in accordance with the vote of the majority of
common stock issued in the initial public offering. The
that they also will vote in favor of the stock option pl

Chardan security holders will receive an equal number of
stock of Agritech in exchange for their Chardan common s
will assume the outstanding Chardan warrants, the terms
which will not change, except that on exercise, they wil
common stock.

Chardan will merge into Agritech, incorporated as a Brit
company on March 11, 2005, and its wholly owned subsidia
the redomestication merger, each currently issued outsta
common stock of Chardan will automatically convert into
stock of Agritech. This procedure will result in you be
stockholder in Agritech.

Generally for United States federal income tax purposes,
are United States holders will not recognize any gain or
holder owns 5% or more of the common stock of Agritech £
redomestication merger. We urge you to consult your own
regard to your particular tax consequences of the redome

We believe that Chardan will not incur any material amou
income or withholding tax as a result of the redomestica
IRS may not agree with this conclusion. In such an even
significant tax obligation for Agritech, the surviving c

The Origin Stockholders initially will receive 10,000, 00
stock of Agritech. After the stock purchase, if no Char
demand that Chardan convert their shares into a pro rata
trust account and no Chardan stockholder exercises its a
then Chardan's stockholders who own shares immediately
purchase will own approximately 32.5% of the outstanding
Agritech. Existing Chardan stockholders could own less
32.5% if one or more Chardan stockholders vote against t
proposal and demand conversion of their shares into a pr
the trust account or appraisal rights are exercised.

The name of the surviving company following completion o

12
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the surviving company be
after the stock purchase?

Do I have conversion
rights?

If I have conversion
rights, how do I
exercise them?

What happens to the
funds deposited in the
trust account after
consummation of the
stock purchase?

Who will manage the
combined company?

purchase and redomestication merger will be "Origin Agri

If you hold shares of common stock issued in Chardan's i
offering, then you have the right to vote against the st
proposal and demand that Chardan convert these shares in
portion of the trust account in which a substantial port
proceeds of Chardan's initial public offering are held.
to these rights to vote against the stock purchase and G
the shares into a pro rata portion of the trust account
rights.

If you wish to exercise your conversion rights, you must
stock purchase proposal and at the same time demand that
your shares into cash. If, notwithstanding your vote, t
is completed, then you will be entitled to receive a pro
the trust account, including any interest earned thereon
date. You will be entitled to convert each share of com

hold into approximately $ . If you exercise your
then you will be exchanging your shares of Chardan commo
and will no longer own these shares. You will be entitl

for these shares only if you continue to hold these shar
closing of the stock purchase and then tender your stock
the stock purchase is not completed, then your shares ca
to cash.

Upon consummation of the stock purchase:

the stockholders electing to exercise their conversion r
their pro rata portion of the funds in the trust account
the funds in the trust account will be paid to the Origi
part of the stock purchase consideration, less $250,000
retained by Agritech to satisfy any damages of the exist
stockholders under the indemnification provisions of the
agreement; and the balance of the funds in the trust acc
retained by Agritech for operating capital subsequent to
business combination.

The combined company will be managed by the current mana
Dr. Gengchen Han, who is currently the chief executive c
will become the chairman and chief executive officer and
Agritech. Yasheng Yang, who is currently the president c
the president and chief operating officer and a director
Liang Yuan, who 1is currently executive director of Origi
executive vice president and a director of Agritech. Dr
Propper, who is currently the chairman of the Chardan bo
vice president for Corporate Development, but he will nc
Kerry Propper, who 1s currently the executive vice presi
of Chardan will become a director of Agritech. Michael
currently a director of Chardan, will become a director
addition, there will be four additional directors. Thes
Bailiang Zhang, Dafang Huang, Steven Urbach and Remo Ric

13
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Do I have dissenter or
appraisal rights?

What happens if the
stock purchase is not
consummated?

When do you expect the
stock purchase to be
completed?

If I am not going to
attend the Chardan
special meeting in
person, should I return
my proxy card instead?

What will happen if I
abstain from voting or
fail to vote?

What do I do if I want
to change my vote?

If my shares are held in
"street name" by my
broker, will my broker
vote my shares for me?

Do I need to turn in my
old certificates?

A.

In connection with the redomestication merger, the Chard
have appraisal rights under Delaware corporate law.

If the stock purchase is not consummated, Chardan will c
for an operating company to acquire. However, Chardan wi
it does not consummate a business combination by Septemk
a letter of intent, agreement in principle or definitive
executed by September 22, 2005, in which case, Chardan w
if it does not consummate such business combination by M
any liquidation, the funds held in the trust account, pl
earned thereon, together with any remaining out-of-trust
be distributed pro rata to Chardan's common stockholders
Chardan initial stockholders, each of whom has waived an
liquidation distribution.

It is currently anticipated that the stock purchase will
promptly following the Chardan special meeting on

Yes. After carefully reading and considering the informa
this proxy statement/prospectus, please fill out and sig
Then return the enclosed proxy card in the return envelo
possible, so that your shares may be represented at the
meeting.

An abstention or failure to vote will have the same effe
against the stock purchase proposal, but will not have t
converting your shares into a pro rata portion of the tr
abstention or failure to vote will also have the effect
the redomestication merger, but will have no effect on t
stock option plan.

Send a later-dated, signed proxy card to Chardan's secre
date of the special meeting or attend the special meetin
vote. You also may revoke your proxy by sending a notice
Chardan's secretary at the address of Chardan's corporat

No. Your broker can vote your shares only if you provide
how to vote. You should instruct your broker to vote you
the directions provided by your broker.

No. If you hold your securities in Chardan in certifica
to holding them through your broker, you do not need to
certificates issued by Agritech. Your current certifica
your rights in Agritech. You may exchange them by contac
agent, Continental Stock Transfer & Trust Company, Reorg
Department, and following their requirements for reissua
conversion or appraisal, you will need to deliver your o
Agritech.

14
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5

Q. Who can help answer my A. If you have questions about the stock purchase,
questions? Chardan China Acquisition Corp., 625 Broadway,
92101. The phone number is (619) 795-4627.

SUMMARY

Summary

This section summarizes material items related to the proposals to be
voted on. These items are described in greater detail elsewhere in this proxy
statement/prospectus. You should carefully read this proxy statement/prospectus
and the other documents to which this proxy statement/prospectus refers you. See
"Where You Can Find More Information."

The Companies

Chardan

Chardan is a blank check company organized as a corporation under the
laws of the State of Delaware on December 5, 2003. It was formed to effect a
business combination with an unidentified operating business having operations
based in China and significant growth potential. On March 22, 2004, Chardan
successfully consummated an initial public offering of its equity securities
from which it derived net proceeds of approximately $21,242,000. The prices of
Chardan's common stock, warrants to purchase common stock and units (each unit
consisting of one share of common stock and two warrants to purchase common
stock) are quoted on the Over-the-Counter Bulletin Board under the symbols CAQC
for the common stock, CAQCW for the warrants and CAQCU for the units.
Approximately $20,527,500 of the net proceeds of the initial public offering was
placed in a trust account and will be released to Chardan upon consummation of
the stock purchase, subject to the exercise of conversion rights by holders of
less than 20% of the Chardan stock issued in the initial public offering. The
balance of the net proceeds of approximately $714,500 has been and will be used
by Chardan to pay the expenses incurred in its pursuit of a business
combination. These expenses include legal and accounting fees, payment to
consultants to Chardan who have assisted with due diligence reviews of business
combination targets, travel expenses, monthly office expenses of $7,500 payable
to Chardan Ventures LLC, and premiums for general and officer and director
insurance. Other than its initial public offering and the pursuit of a business
combination, Chardan has not engaged in any business to date. If Chardan does
not consummate a business combination by the later of September 22, 2005 and
March 22, 2006, if a letter of intent, an agreement in principle or a definitive
agreement to complete a business combination has been executed but not
consummated by September 22, 2005, then, pursuant to article fifth of its
certificate of incorporation, Chardan's officers must take all actions necessary
to dissolve and liquidate Chardan within 60 days.

you may
Suite 111
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The mailing address of Chardan's principal executive office is Chardan
China Acquisition Corp., 625 Broadway, Suite 1111, San Diego, California 92101,
and its telephone number is (619) 795-4627.

The Origin Parties

Origin was organized by the Origin stockholders as a corporation under
the laws of the British Virgin Islands on November 24, 2004, and on December 25,
2004 Origin entered into consignment agreements and technology agreements to
control the stock of the four Origin Operating Companies. Origin itself does not
engage in any operations.

The four Origin Operating Companies are Beijing Origin Seed Limited,
Changchun Origin Seed Technology Development Limited, Henan Origin Cotton
Technology Development Limited and the newly created and currently inactive
Beijing Origin State Harvest Biotechnology Limited, the technology-intellectual
property holding and licensing company ("Origin Biotechnology"). Beijing Origin

Seed Limited is 97.96% controlled by Origin, with Henan Agriculture University
holding the remaining 2.04%; Henan Origin Cotton Technology Development Limited
is 97.96% controlled by Origin, with the remaining 2.04% owned by Mr. Gu
Dengbin, an individual; and Changchun Origin Seed Technical Development Limited
and Origin Biotechnology is 100% controlled by Origin. Three of the Chinese
Operating Companies have also executed Technology Service Agreements with Origin
Biotechnology for the assignment, holding and management of the technology and
intellectual property of the seeds and their production. The four Origin
Operating Companies are organized and exist under the laws of the PRC. The
Origin Operating Companies conduct the various business operations which include
development, production, marketing, distributions and sale of food crop hybrid
seeds. The businesses of the Origin Operating Companies began in 1997.

Under Chinese law, it is permissible for record owners of a Chinese
corporation to consign to another all the indicia of ownership and control of
their stock while retaining only title. This includes the consignment of the
record owner's voting, dispositive, dividend, meeting calling, proposal
submission and other rights so that the consignee is for all intents and
purposes the functional owner, except for record ownership. The reason for this
is that PRC law relating to corporations prevents the full title transfer of
shares of a joint stock company for three years after the corporate creation. In
the case of the Beijing Origin, Changchun Origin and Henan Origin, these
corporations were reorganized in 2003, and the stock of these companies is under
this title transfer restriction. Origin Biotechnology was created as a wholly
foreign-owned company of Origin, hence a consignment agreement for its control
is unnecessary. The consignment agreements provide for the full transfer of
share ownership, including title, when the corporate law restrictions terminate.
However, because the Origin Operating Companies are engaged in the "fundamental"
business of food production, only a 49% title transfer of ownership is permitted
under PRC law and is expected to occur, and the consignment agreements will
continue to be binding on the stockholders and their heirs until a greater title
ownership may be held by Origin. As greater title ownership is permitted, the
shares automatically transfer to Origin for no additional consideration.

Both counsel for Chardan and the Origin Parties have assured all the
parties to the stock purchase agreement and consignment agreements that the

16



Edgar Filing: Origin Agritech LTD - Form S-4/A

consignment agreements are enforceable under the laws of the PRC so as to give
Origin the functional ownership of the Origin Operating Companies.

For the years ended December 31, 2003 and 2004, Origin generated
approximately $23,000,000 and approximately $36,000,000 in revenue,
respectively, principally from the sale of hybrid corn seeds.

The Origin Operating Companies have in development a number of
additional hybrid corn seeds which they plan to seek approval for and begin
marketing over the next years. There is also under development cotton and rice
seeds which the Origin Operating Companies plan to commence marketing in 2005.

The current management of the Origin Operating Companies is led by Dr.
Gengchen Han and Messrs. Yasheng Yang and Liang Yuan, each of whom will become
executive officers of Agritech and will continue to operate the Origin Operating
Companies. These persons will also become three of the nine-person board of
directors of Agritech. Kerry Propper, a current director and an officer of
Chardan, also will be a director of Agritech. Dr. Han and Messrs Yang and Yuan
will enter into a voting agreement with Agritech and Mr. Propper for their
commitment to take such action as is necessary to nominate and elect Mr. Propper
and a designee of his (currently Mr. Steven Urbach) as directors of Agritech for
three years after the closing. Of the remaining four director positions, two
will be filled upon the recommendation the Origin Parties and two will be
jointly determined by the Origin Parties and Chardan, but consideration will be
made in meeting the requirements of having directors who are both independent
and financially literate.

The mailing address of Origin's principal executive offices is 12
Shangdi Xinxi Lu, Haidian District, Beijing 100085 China, and its telephone
number is (86) 10-62988498.

The Business Combination

The stock purchase agreement provides for Chardan to form a wholly
owned subsidiary under the laws of the British Virgin Islands, under the name
"Origin Agritech Limited." At the time of closing of the stock purchase
agreement, Chardan will merge with and into Agritech for the purpose of
redomestication out of the United States to secure future tax benefits and
greater corporate flexibility to structure the business of Origin within China
and effect acquisitions and reorganizations under Chinese law. Simultaneously
with the redomestication merger, Agritech will acquire all of the issued and
outstanding stock of Origin, gaining control of the four Origin Operating
Companies pursuant to existing stock consignment agreements, dated December 24,
2004, between Origin and the stockholders of the Origin Operating Companies
other than Origin Biotechnology which latter company is wholly owned by Origin.
Following consummation of the stock purchase agreement and the redomestication
merger, Agritech will continue as the surviving company and owner of Origin and,
effectively, the Origin Operating Companies. Pursuant to the redomestication
merger, all of the Chardan common stock held by Chardan's stockholders will be
converted into common stock in Agritech and the other outstanding warrants of
Chardan will be assumed by Agritech.

At the closing, the Origin Stockholders and their designee, A Plus

Resources Limited, will be paid an aggregate of $10,000,000 in cash, using the
funds held in the trust account, and will issue an aggregate of 10,000,000
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shares of Agritech common stock for all the outstanding common stock of Origin.
Of the cash portion of the purchase price, $250,000 will be held back for one
year by Agritech to secure certain indemnification obligations of the Origin
Stockholders.

Additional purchase price payments will be made to the Origin
Stockholders and their designee, up to an aggregate of $15,000,000, if either of
the following occurs during any fiscal year of Agritech after the closing date
until December 31, 2008 (or June 30, 2009 if the fiscal year is changed to a
July 1 - June 30 fiscal year) from funds generated in the additional financing
or from operational earnings as described below:

A If Agritech receives at least $40,000,000 in gross
proceeds in additional financing as a result (i) of the call of the issued and
outstanding public warrants assumed by Agritech at the closing; (ii) Agritech's
successful completion of a follow-on offering; or (iii) a private investment
into Agritech by a strategic investor ("Financing Adjustment"), then Agritech
will pay an additional $15,000,000 to the Origin Stockholders and their
designee; or

B If Agritech generates net positive cash flow of
$2,000,000 or more on a consolidated basis ("Earnings Adjustment"), then the
Origin Stockholders and their designee will be entitled to receive 75% of the
net positive cash flow up to a maximum of $7,500,000 per fiscal year and
$15,000,000 in the aggregate.

If both an Earnings Adjustment and a Financing Adjustment
occur, the maximum aggregate amount to be paid to the Origin Stockholders from
one or both adjustments is $15,000,000.

As further additional purchase price, certain Origin Stockholders and
their designee will be issued an aggregate of 1,500,000 shares of common stock
of Agritech for each of the next four years if, on a consolidated basis,
Agritech generates after-tax profits (excluding after-tax operating profits from
any subsequent acquisitions of securities that have a dilutive effect and before
the expenses of this transaction and director and employee option expense) of at
least the following amounts:

9
Year ending June 30, After-Tax Profit
2006 $11,000,000
2007 $16,000,000
2008 $21,000,000
2009 $29,000,000

Chardan and the Origin Parties plan to complete the stock purchase
promptly after the Chardan special meeting, provided that:

o Chardan's stockholders have approved the stock purchase agreement
and the redomestication merger proposals;

o holders of less than 20% of the shares of common stock issued in
Chardan's initial public offering vote against the stock purchase
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proposal and demand conversion of their shares into cash; and

o the other conditions specified in the stock purchase agreement have
been satisfied or waived.

The designee, A Plus Resources Limited, a company formed under the laws
of the British Virgin Islands, is owned by Ms. Song Baoquing, and provided
financial advisory services to the Origin Parties.

The Stock Purchase Agreement

The stock purchase agreement is included as an annex to this proxy
statement/prospectus. We encourage you to read the stock purchase agreement. It
is the legal document that governs the stock purchase and the other transactions
contemplated by the stock purchase agreement. It is also described in detail
elsewhere in this proxy statement/prospectus.

The Chardan Stock Option Plan

The stock option plan reserves 1,500,000 shares of Chardan common stock
for issuance in accordance with the plan's terms. The purpose of the stock
option plan is to enable Chardan to offer its employees, officers, directors and
consultants whose past, present and/or potential contributions to Chardan have
been, are or will be important to the success of Chardan, an opportunity to
acquire a proprietary interest in Chardan. The various types of awards that may
be provided under the stock option plan will enable Chardan to respond to
changes in compensation practices, tax laws, accounting regulations and the size
and diversity of its business. Upon the redomestication merger, the plan will
become that of Agritech, and will be administered by the board of directors of
Agritech using the common stock of Agritech instead of Chardan common stock.

The stock option plan is included as an annex to this proxy
statement/prospectus. We encourage you to read the stock option plan in its
entirety.

Management

After the consummation of the stock purchase and of the redomestication
merger, the board of directors of the surviving corporation will be Dr. Gengchen
Han, Liang Yuan, Yasheng Yang, Bailiang Zhang, Da Fang Huang, Kerry Propper,
Steven Urbach, Michael D. Chermak and Remo Richli.

10

Each of Dr. Gengchen Han and Messrs. Liang Yuan and Yasheng Yang will
enter into a three-year employment agreement with Origin. Dr. Han will be
employed as Origin's chairman and chief executive officer, Mr. Yuan will be the
executive vice chairman and Mr. Yang will be president and chief operating
officer. The form of executive employment agreement which they will sign is
annexed as an annex to this proxy statement/prospectus.

Special Meeting of Chardan's Stockholders

Date, time and place. The special meeting of the stockholders of
Chardan will be held at 10:00 a.m., eastern time, on , 2005, at
Chardan's offices at 625 Broadway, Suite 1111, San Diego, California, 92101 to
approve the stock purchase, the redomestication merger, and the stock option
plan proposals.
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Approval of the Origin Stockholders

All of the Origin Stockholders have approved the stock purchase
proposal and the transactions contemplated thereby by virtue of the execution of
the stock purchase agreement.

Voting Power; Record Date

You will be entitled to vote or direct votes to be cast at the special

meeting if you owned shares of Chardan common stock at the close of business on
, 2005, which is the record date for the special meeting. You will

have one vote for each share of Chardan common stock you owned at the close of

business on the record date. Chardan warrants do not have voting rights. On the
record date, there were 4,900,000 outstanding shares of Chardan common stock.

Vote Required to Approve the Proposals

The approval of the stock purchase agreement proposal will require the
affirmative vote of the holders of a majority of the outstanding shares of
Chardan common stock on the record date.

The approval of the redomestication merger proposal will require the
affirmative vote of the holders of a majority of the outstanding shares of
Chardan common stock on the record date.

The approval of the stock option plan proposal will require the
affirmative vote of the holders of a majority of the shares represented and
entitled to vote at the meeting.

Relation of Proposals

The stock purchase will not be consummated unless the redomestication
merger proposal is approved, and the redomestication merger will not be
consummated unless the stock purchase proposal is approved. The approval of the
stock option plan is not a condition to consummation of either the stock
purchase or the redomestication merger proposals.

Conversion Rights

Pursuant to Chardan's certificate of incorporation, a holder of shares
of Chardan's common stock issued in its initial public offering may, if the
stockholder votes against the stock purchase, demand that Chardan convert such
shares into cash. This demand must be made in writing at the same time that the
stockholder votes against the stock purchase proposal. If so demanded, Chardan
will convert each share of common stock into a pro rata portion of the trust
account as of the record date. If you exercise your conversion rights, then you
will be exchanging your shares of Chardan common stock for cash and will no
longer own these shares. You will be entitled to receive cash for these shares
only if you continue to hold these shares through the effective time of the
stock purchase and then tender your stock certificate to the combined company.
If the stock purchase is not completed, then these shares will not be converted
into cash at that time.

11
The stock purchase will not be consummated if the holders of 20% or

more of common stock issued in Chardan's initial public offering (805,000 shares
or more) exercise their conversion rights.
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Appraisal Rights

Appraisal rights are available under the Delaware General Corporation
Law for the stockholders of Chardan in connection with the redomestication
merger proposal. The procedure to exercise appraisal rights is described in
detail elsewhere in this proxy statement. For a more complete discussion of
appraisal rights, see pages 63 to 65 and Annex I.

Proxies
Proxies may be solicited by mail, telephone or in person.

If you grant a proxy, you may still vote your shares in person if you
revoke your proxy before the special meeting.

Stock Ownership

On the record date, directors and executive officers of Chardan and
their affiliates (the "Management Shareholders") beneficially owned and were
entitled to vote 689,501 shares of Chardan's common stock. In addition, there
are four additional insider persons who beneficially own 185,499 shares of
common stock acquired prior to the initial public offering. Together the
Management Shareholders and these stockholders are the "Initial Shareholders."
The total of these two groups of shares represent 875,000 shares or
approximately 17.9% of Chardan's issued and outstanding common stock. In
connection with its initial public offering, Chardan and EarlyBirdCapital, Inc.
entered into agreements with each of the Initial Shareholders, pursuant to which
each Initial Stockholder agreed to vote his or its shares of Chardan common
stock on the business combination in accordance with the majority of the votes
cast by the holders of shares issued in connection with the initial public
offering.

Chardan's Board of Directors' Recommendation

After careful consideration, Chardan's board of directors has
determined unanimously that the stock purchase plan proposal, the
redomestication merger proposal, and the stock option proposal are fair to, and
in the best interests of, Chardan and its stockholders. Chardan's board has
unanimously approved and declared advisable the stock purchase proposal, the
redomestication merger proposal and the stock option plan proposal, and
unanimously recommends that you vote or instruct your vote to be cast "FOR" the
adoption of the stock purchase proposal, the redomestication merger proposal,
and the stock option plan proposal. The board of directors did not obtain a
fairness opinion.

Interests of Chardan Directors and Officers in the Stock Purchase

When you consider the recommendation of Chardan's board of directors
that you vote in favor of adoption of the stock purchase proposal, you should
keep in mind that a number of Chardan's executives and members of Chardan's
board have interests in the stock purchase agreement that are different from, or
in addition to, your interests as a stockholder. These interests include, among
other things:

12
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o if the stock purchase 1is not approved and Chardan fails to
consummate an alternative transaction within the time allotted
pursuant to its amended and restated certificate of incorporation,
Chardan will be required to liquidate. In such event, the shares of
common stock held by Chardan's officers and directors will be
worthless because Chardan's officers, directors and initial
stockholders are not entitled to receive any liquidation proceeds.
Additionally, the warrants held Dby such persons will expire
worthless in the event of liquidation;

o after the completion of the stock purchase, Kerry Propper and Steven
Urbach, a designee of Mr. Propper's, will serve as members of the
board of directors of Agritech;

o after the completion of the stock purchase, Dr. Richard Propper will
continue to serve in the capacity of Vice President, Corporate
Development (without individual compensation), and Chardan Capital,

LLC, an affiliate of Dr. Propper, Mr. Beharry, Mr. Zhang, and Mr.
Huang, will provide a variety of ongoing services to Origin over the
next two vyears at a cost to Origin of $30,000 per month which
services will be on a non-exclusive Dbasis and include advice and
help in meeting US public reporting requirements and accounting
standards, Sarbanes-Oxley compliance, corporate structuring and
development, stockholder relations, corporate finance and
operational capitalization and such other similar services as
requested and agreed to by Chardan Capital, LLC; and

o if the business combination transaction is not consummated under
certain circumstances, Chardan's officers and directors and certain
initial stockholders may be personally liable for a termination fee
payvable to the Origin Stockholders.

Conditions to the Completion of the Stock Purchase

Each of Chardan's and the Origin Parties' obligation to effect the
stock purchase is subject to the satisfaction or waiver of specified conditions,
including the following:

Conditions to Chardan's and the Origin Parties' obligations

o Approval Dby Chardan's stockholders of the stock purchase and
redomestication merger proposals;

o the absence of any order or injunction preventing consummation of
the stock purchase;

o the absence of any suit or proceeding by any governmental entity or
any other person challenging the stock purchase or seeking to obtain
from the Origin Parties or Chardan any damages;

o at Chardan's stockholders' meeting, holders of no more than 805,000
shares of common stock issued in Chardan's initial public offering,
vote against the stock purchase proposal and demand that Chardan
convert their shares into a pro rata portion of the trust account;
and
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Certain key members of the management team of Origin and the Origin
Operating Companies will have entered into employment agreements in
form and substance acceptable to Chardan, providing, among other
things, for a term of three (3) years at compensation levels in
effect prior to the closing of the stock purchase and including
intellectual property assignment and non-competition provisions to
be in effect for a period of two (2) years following termination of
employment.

13

Conditions to Chardan's obligations

the Origin Parties' representations and warranties that are
qualified as to materiality must be true and correct in all
respects, and those not qualified as to materiality must be true and
correct in all material respects, as of the date of completion of
the stock purchase, except representations and warranties that
address matters as of another date, which must be true and correct
as of that other date, and Chardan must have received an officer's
certificate from the Origin Parties to that effect;

the Origin Parties must have performed in all material respects all
obligations required to be performed by them;

Origin will have acquired ownership and control of the four Origin
Operating Companies and the technology service agreements among the
Origin Operating Companies will be executed;

the Origin Parties must have received all required and unconditional
approvals or consents of governmental authorities, and Chardan must
have received written confirmation that such approvals and consents
have been received;

at closing, Origin and the Origin Stockholders will have certified
to Chardan that on a consolidated basis, immediately prior to
closing, Origin and the Origin Operating Companies, together, will
have not less than $10,000,000 in cash assets and its short and long
term debt arose only in the ordinary course;

Chardan's board of directors must have determined that the combined
fair market wvalue of Origin and the Origin Operating Companies,
together, is at least 80% of the net assets of Chardan;

there must not have occurred since the date of the stock purchase
agreement any Origin Material Adverse Effect, as defined in the
stock purchase agreement;

the Origin Proxy Statement/Prospectus Information, as defined in the
stock purchase agreement, accurately describes Origin, the Origin
Operating Companies and the business in which they are engaged, and
the Origin Stockholders, and the Origin Proxy Statement/Prospectus
Information does not contain any untrue statement of a material fact
or omit to state a material fact necessary 1in order to make the
statements in the Origin Proxy Statement/Prospectus Information not
misleading; and

Conditions to the Origin Parties' obligation

Chardan's representation and warranty regarding the compliance of
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the stock purchase agreement and the agreements contemplated by the
stock purchase agreement with the applicable provisions in Chardan's
certificate of incorporation and the wunderwriting agreement it
executed in its initial public offering must be true and correct in
all respects, as of the date of completion of the stock purchase;

o Chardan must have performed in all material respects all obligations
required to be performed by them under the stock purchase agreement;

14
o the Origin Parties must have received a written opinion, dated as of
the <closing date, from Guantao Law Firm, counsel to the Origin
Parties relating to, among other things, the wvalidity and

enforceability of the stock consignment agreements;

o there must not have occurred since the date of the stock purchase
agreement any Chardan Material Adverse Effect, as defined in the
stock purchase agreement; and

o the Origin Parties must have received an officer's certificate of
Chardan to the effect that the Chardan board of directors has
independently determined that the combined fair market value of
Origin and the Origin Operating Companies is at least 80% of the net
assets of Chardan as of the date of consummation of the stock
purchase.

No Solicitation

The stock purchase agreement contains detailed provisions prohibiting
each of Chardan and the Origin Parties from seeking an alternative transaction.
These covenants generally prohibit Chardan and the Origin Parties, as well as
their officers, directors, subsidiaries, employees, agents and representatives,
from taking any action to solicit an alternative acquisition proposal. The stock
purchase agreement does not, however, prohibit Chardan from considering an
unsolicited bona fide written superior proposal from a third party. The approval
of the stock purchase agreement by the Origin Parties has already been given,
and no proposal from a third party will be effective to revoke or withdraw that
approval.

Termination, Amendment and Waiver
The stock purchase agreement may be terminated at any time prior to the
consummation of the stock purchase, whether before or after receipt of the
Chardan stockholder approval, as follows:
o by mutual written consent of Chardan and Origin;
o by either party if the other party amends a schedule and such

amendment or supplement reflects a material adverse change in the
condition, operations or prospects of its business;

o by either party if the closing has not occurred by August 1, 2005
(unless such terminating party is in breach of any of its material
covenants, representations or warranties);

o by either party if the other party has breached any of its covenants
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or representations and warranties in any material respect and has
not cured its breach within ten Dbusiness days of the notice of an
intent to terminate, provided that the terminating party is itself
not in breach;

o by Origin, 1f the board of directors of Chardan (or any committee
thereof) shall have failed to recommend or withdraw or modify in a
manner adverse to Origin its approval or recommendation of the stock
purchase agreement and any of the transactions contemplated thereby;

o by Chardan if its board of directors shall have determined in good
faith, based upon the advice of outside legal counsel, that failure
to terminate the stock purchase agreement is reasonably 1likely to
result in the board of directors breaching its fiduciary duties to
stockholders by reason of a pending, unsolicited, bona fide written
proposal for a superior transaction; or
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o by either party if, at the Chardan stockholder meeting, the stock
purchase agreement and the redomestication merger shall fail to be
approved and adopted by the affirmative vote of the holders of
Chardan's common stock, or 20% or more of the shares sold in
Chardan's initial public offering request conversion of their shares
into the pro rata portion of the trust account in accordance with
the Chardan certificate of incorporation.

If the stock purchase agreement is terminated by Chardan for material
breach of a covenant, representation or warranty or material amendment to a
schedule of Origin (which includes information about the Origin Operating
Companies) or Origin Stockholders, then the Origin Stockholders will pay Chardan
$1,000,000 upon termination of the stock purchase agreement in lieu of any other
right or remedy that the Chardan may have against the other parties to the stock
purchase agreement for such breach. If the stock purchase agreement is
terminated by Origin for a material breach of a covenant, representation or
warranty or material amendment to a schedule of Chardan, or because the board of
directors of Chardan fails to recommend or withdraws or modifies its approval or
recommendation of approval of the stock purchase agreement, then Richard
Propper, Kerry Propper, Jiangnan Huang, Li Zhang, Dan Beharry and Steven Urbach
(pro rata in relation to their initial ownership in Chardan) will pay Origin
$1,000,000 upon termination of the stock purchase agreement in lieu of any other
right or remedy that Origin may have against the other parties to the stock
purchase agreement for such breach. The $1,000,000 amount payable to the Origin
Stockholders by the foregoing person will be prorated based on their initial
ownership of Chardan common stock. The Origin Parties have no right to damages
from Chardan or Agritech and they have no right to any amount held in the trust
account. The Origin Parties have agreed not to make any claim against Chardan
and Agritech that would adversely affect the business, operations or prospects
of Chardan and Agritech or the amount of the funds held in the trust account.

Quotation or Listing

Chardan's outstanding common stock, warrants and units are quoted on
the Over-the-Counter Bulletin Board. The common stock, warrants and units of
Agritech, at the consummation of the stock purchase, will be quoted on the
Nasdag National Market. The proposed symbols for Nasdag are SEED, SEEDW and
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SEEDU. Seeking the Nasdag listing is an obligation of Chardan under the stock
purchase agreement. Agritech's securities have been provisionally approved for
listing on the Nasdag National Market, subject to consummation of the
redomestication merger and stock purchase of Origin. If Nasdag listing is not
achieved, it is anticipated that the common stock, warrants and units will
continue to trade on the OTCBB.

Governance and Voting Arrangements after the Purchase

As provided in the stock purchase agreement, the board of the combined
company will initially consist of nine members, five of whom are designated by
Origin, two of whom are designated by Chardan and the others to be mutually
determined. At the closing, Dr. Han and Messrs. Yang and Yuan will enter into a
voting agreement with Agritech and Mr. Kerry Propper pursuant to which they will
agree to take such action as is necessary to nominate and elect Mr. Kerry
Propper and a designee of his (currently Mr. Steven Urbach) as directors for
three years after the closing.

Indemnification by Origin Stockholders

The Origin Stockholders have agreed to indemnify Agritech for breaches
of the representations, warranties and covenants of the Origin Parties. In order
to secure the indemnity obligation, $250,000 of the purchase price will be
retained by Agritech. The funds do not represent the exclusive remedy for losses
incurred in connection with a breach by the Origin Parties. The holdback will
only be available to satisfy claims against the Origin Parties that are made
within one year after the completion of the stock purchase. On the one-year
anniversary of completion of the stock purchase, any remaining holdback that has
not been used to satisfy damages will be released to the Origin Stockholders,
however, certain rights to indemnification survive for longer periods.
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Comparison of Stockholders Rights

In connection with the consummation of the stock purchase agreement,
Chardan has formed a wholly owned subsidiary under the laws of the British
Virgin Islands, under the name of Agritech. Chardan will, if the stock purchase
proposal and redomestication merger proposal are approved, merge with Agritech,
effectively changing its jurisdiction of incorporation from Delaware to the
British Virgin Islands. Chardan's common stock will be converted into common
stock of Agritech. The rights of Chardan stockholders will change accordingly. A
comparison of the rights of stockholders under Delaware and British Virgin
Islands law is included elsewhere in this proxy statement/prospectus.

Material United States Federal Income Tax Consequences of the Stock Purchase

Chardan expects that the redomestication merger will qualify as a
reorganization for United States income tax purposes. No gain or loss will be
recognized on the exchange of the Chardan common stock for the stock of
Agritech, provided no holder of Chardan common stock owns 5% or more of the
stock of Agritech following the redomestication merger. Stockholders of Chardan
are encouraged to consult their own tax advisors, because the tax consequences
may be different among the stockholders depending on their personal
circumstances.

Chardan will not recognize any gain or loss as a result of the stock
purchase or redomestication merger with Agritech.
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Accounting Treatment

The stock purchase will be accounted for as a recapitalization of
Origin rather than as an acquisition. The financial statements of Agritech will
combine the historical statements of Origin and Chardan for the prior years
giving effect to the merger and stock purchase transactions as if it occurred on
January 1, 2004. After the acquisition, the financial statements of Origin
Companies will become the financial statements of Agritech.

Regulatory Matters

The stock purchase and the transactions contemplated by the stock
purchase agreement are not subject to any federal or state regulatory
requirement or approval, including the Hart-Scott-Rodino Antitrust Improvements
Act of 1976, or HSR Act, except for filings necessary to effectuate the
transactions contemplated by the stock purchase and redomestication merger
proposals with the State of Delaware and the British Virgin Islands.

Board Solicitation

Your proxy is being solicited by the board of directors of Chardan on
each of the three proposals being presented to the stockholders at the special
meeting.
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SELECTED HISTORICAL FINANCIAL INFORMATION

We are providing the following financial information to assist you in
your analysis of the financial aspects of the stock purchase. We derived Origin
historical information from the audited consolidated financial statements of
Origin as of and for each of the years ended December 31, 2004, 2003 and 2002.
We derived the Chardan historical information from the audited financial
statements of Chardan as of December 31, 2004 and for the periods then ended and
from the unaudited financial statements at March 31, 2005 and for the
three-month periods then ended. The information is only a summary and should be
read in conjunction with each company's historical consolidated financial
statements and related notes contained elsewhere herein. The historical results
included below and elsewhere in this proxy statement/prospectus are not
indicative of the future performance of Origin, Chardan or the combined company
resulting from the business combination.

THE ORIGIN PARTIES HISTORICAL FINANCIAL INFORMATION

Year Ended December 31,

2004 2003 2002 2001 2000
Revenue $36,430,799 $23,155,094 $11,936,798 $ 9,075,764 $ 5,650,225
Net income 7,909,076 3,497,959 3,211,752 981,259 481,848
Income (loss) per share 0.08 0.13 — — __
Book value per share 0.17 0.34 — __ __
Dividends paid per share 0.0025 0.0074 - — —
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As at Year Ended December 31,

2004 2003 2002 2001 2000
Total assets $50,309,138 $37,153,175 $31,123,038 $11,781,627 $ 9,312,712
Total current 32,985,232 27,541,487 24,807,546 9,336,486 7,317,013
liabilities
Long-term liability 346,982 347,255 347,255 —— ——
Stockholders' equity 16,549,920 8,879,466 5,572,684 2,383,516 1,407,861
18
CHARDAN HISTORICAL FINANCIAL INFORMATION
For the Period From
December 5, 2003
March 31, 2005 Year Ended (Inception) to March
(unaudited) December 31, 2004 31, 2005 (unaudited)
Revenue $ - S - $ -
Interest income on trust account 87,121 166,483 253,604
Net loss (156,523) (667,699) (824,757)
Net loss per share (0.03) (0.17) ——
Cash dividends per share - - -
March 31, December 31,
2005 0000 e
(unaudited) 2004 2003
Total assets (including cash deposited in S 20,863,957 S 20,884,091 S 84,988
trust account in 2004)
Common stock subject to possible redemption 4,103,450 4,103,450 —=
Stockholders' equity 16,339,216 16,495,739 24,465
19

SELECTED UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
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The stock purchase will be accounted for as a recapitalization of
Origin rather than an acquisition. Accordingly, although the merger and stock
purchase 1is structured such that the Origin Operating Companies will be directly
and indirectly controlled subsidiaries of Agritech at closing, Origin and the
Origin Operating Companies will be treated as the continuing reporting entity
for accounting purposes. The assets and liabilities of Chardan will be recorded,
as of completion of the merger and stock purchase, at their respective
historical cost, which is considered to be the equivalent of fair value and
added to those of Origin and the Origin subsidiaries. For a more detailed
description of purchase accounting, see "The Merger--Anticipated Accounting
Treatment" on page 38.

We have presented below selected unaudited pro forma combined financial
information that reflects the purchase method of accounting and is intended to
provide you with a better picture of what our businesses might have looked like
had they actually been combined. The combined financial information may have
been different had the companies actually been combined. The selected unaudited
pro forma combined financial information does not reflect the effect of asset
dispositions, if any, or cost savings that may result from the stock purchase.
You should not rely on the selected unaudited pro forma combined financial
information as being indicative of the historical results that would have
occurred had the companies been combined or the future results that may be
achieved after the stock purchase. The following selected unaudited pro forma
combined financial information has been derived from, and should be read in
conjunction with, the unaudited pro forma condensed combined financial
statements and related notes thereto included elsewhere in this proxy
statement/prospectus.

Year Ended
December 31, 2004

(in thousands, except per share data)

Revenue $ 36,431 36,431

Net income 7,282 7,241

Net income per share 0.51 0.53

Total assets 61,443 $ 57,298

Long-term debt 347 347

Stockholders' equity 27,190 23,046
20

COMPARATIVE PER SHARE INFORMATION

The following table sets forth selected historical per share
information of Origin and Chardan and unaudited pro forma combined per share
ownership information of Origin and Chardan after giving effect to the stock
purchase proposal of Origin, which includes control of the Origin Operating
Companies and the merger between the Chardan and Agritech, assuming a maximum
level and a minimum level of approval of the stock purchase by Chardan
stockholders who exercise their conversion and/or appraisal right. The stock
purchase will be accounted for as a recapitalization of Origin. You should read
this information in conjunction with the selected historical financial
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information, included elsewhere in this proxy statement/prospectus, and the
historical financial statements of Origin and Chardan and related notes that are
included elsewhere in this proxy statement/prospectus. The unaudited Origin and
Chardan pro forma combined per share information is derived from, and should be
read in conjunction with, the Unaudited Pro Forma Condensed Combined Financial
Statements and related notes included elsewhere in this proxy
statement/prospectus. The historical per share information is derived from
financial statements as of and for the years ended December 31, 2003 and 2004.

The unaudited pro forma combined per share information does not purport
to represent what the actual results of operations of Origin and Chardan would
have been had the companies been combined or to project the Origin and Chardan
results of operations that may be achieved after the stock purchase.

Number of shares of common

stock assumed to be issued in stock purchase: Origin
Assuming maximum approval 10,000,000
67.55%
Assuming minimum approval 10,000,000
71.35%
Net (loss) per share--historical:
Year ended December 31, 2003: S 0.13
Year ended December 31, 2004: S 0.08

Net income per share--pro forma:
Year ended December 31, 2004:

Maximum $ 0.51
Minimum $ 0.53
Book value per share--December 31, 2004 $ 0.17
Cash dividends declared per share--Year ended December
31, 2004 $ 0.0025
Notes:
(1) Operations of Chardan are for the period from December 5, 2003

(inception) to December 31, 2004.

(2) Historical per share amounts for Chardan were determined based upon
the actual weighted average shares outstanding at December 31, 2003 and 2004,
respectively, and consolidated pro forma per share amounts for Chardan and
Origin (a) were determined based upon the assumed number of shares to be issued
under the two different levels of approval and (b) include 200,000 shares to be
issued to Best of the Best upon consummation of the Stock Purchase Agreement.

(3) Calculated Dbased on the minimum approval, to record refund of funds

($4,103,450 plus related interest) to dissenting stockholders.
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(4) Assumes no change in the total dividends paid in 2004 (RMB2,000,000).

Chardan (
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MARKET PRICE INFORMATION

Chardan's common stock, warrants and units are each quoted on the
Over-the-Counter Bulletin Board under the symbols CAQC, CAQCW and CAQCU,
respectively. Chardan's units commenced public trading on March 16, 2004 and its
common stock and warrants commenced public trading on March 29, 2004. The
closing price for each share of common stock, warrant and unit of Chardan on
Thursday, December 23, 2004, the last trading day before announcement of the
execution of the stock purchase agreement, as amended, was $5.05, $.90 and
$6.90, respectively.

In connection with the stock purchase, application has been made for
the quotation of the combined company's common stock, warrants and units on the
Nasdag National Market and has been provisionally approved. The proposed symbols
are SEED, SEEDW and SEEDU. Management anticipates that the Nasdag listing will
be concurrent with the consummation of the redomestication merger. If the
listing on Nasdaqg is not finally approved, it is expected that the common stock,
warrants and units will continue to trade on the OTCBB.

The table below sets forth, for the calendar quarters indicated, the
high and low bid prices of the Chardan common stock, warrants and units as
reported on the Over-the-Counter Bulletin Board. The over-the-counter market
quotations reported below reflect inter-dealer prices, without markup, markdown
or commissions and may not represent actual transactions.

Over—-the-Counter Bulletin Board

w O J O wu

Common Stock Warrants Units
High Low High Low High
2004 First Quarter N/A N/A N/A N/A $6.25
2004 Second Quarter $4.85 $4.65 $1.05 $0.64 $6.95
2004 Third Quarter $4.94 $4.75 $0.85 $0.61 $6.80
2004 Fourth Quarter $6.65 $4.85 $2.03 $0.62 $10.60
2005 First Quarter $8.12 $6.20 $3.12 $1.60 $14.35
Holders
As of June __, 2005, there was one holder of record of the units,

eleven holders of record of the common stock and two holders of record of the
warrants. Chardan believes the beneficial holders of the units, common stock and
warrants to be in excess of 400 persons each.

Dividends

Chardan has not paid any dividends on its common stock to date and
does not intend to pay dividends prior to the completion of a business
combination. The payment of dividends in the future will be contingent upon
revenues and earnings, if any, capital requirements and general financial
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condition subsequent to completion of a business combination. The payment of any
dividends subsequent to a business combination will be within the discretion of
the then board of directors. It is the present intention of the board of
directors to retain all earnings, if any, for use in the business operations
and, accordingly, the board does not anticipate declaring any dividends in the
foreseeable future.

22

RISK FACTORS

You should carefully consider the following risk factors, together with
all of the other information included in this proxy statement/prospectus, before
you decide whether to vote or instruct your vote to be cast to adopt the stock
purchase proposal.

If Origin and the Origin Operating Companies do not manage their growth
successfully, their growth and chances for continued profitability may slow or
stop.

Origin and the Origin Operating Companies have expanded their
operations rapidly during the last several years, and they plan to continue to
expand with new seed products and distribution outlets. This expansion has
created significant demands on their administrative, operational and financial
personnel and other resources, particularly its need for working capital.
Additional expansion in existing or new markets and new lines of business could
strain these resources and increase its need for capital, which may result in
cash flow shortages. Origin's and the Origin Operating Companies' personnel,
systems, procedures, controls and existing space may not be adequate to support
further expansion.

Origin and the Origin Operating Companies have a short operating history and are
subject to the risks of a new enterprise any one of which could limit growth and
product and market development.

Origin's and the Origin Operating Companies' short operating history
makes it difficult to predict how their businesses will develop. Accordingly,
Origin and the Origin Operating Companies face all of the risks and
uncertainties encountered by early-stage companies, such as:

o uncertain growth in the market for, and uncertain market acceptance
of, its products and services;

o the evolving nature of the crop seed Dbusiness 1in PRC, where
significant consolidation is 1likely to occur, leading to the
formation of companies better able to compete with Origin than is
currently the case; and

o the risks of competition, technological change or evolving customer
preferences could harm sales of their products or services.

If Origin and the Origin Operating Companies are not able to meet the
challenges of building their businesses and managing their growth, the likely
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result will be slowed growth, lower margins, additional operational costs and
lower income.

The profitability of Origin's and the Origin Operating Companies' businesses
will decrease if they do not continue to find and market products considered
valuable by Chinese farmers.

The profitability of Origin's seed business depends on recurring and
sustained reorders. Reorder rates are inherently uncertain due to several
factors, many of which are outside Origin's control. These include changing
customer preferences, competitive price pressures, failure to develop acceptable
new products and general economic conditions.
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Three of the Origin Operating Companies will be controlled subsidiaries through
stock consignment agreements rather than by direct ownership of shares, the
terms of which may have to be enforced causing extra costs, uncertainty of
ownership of the operating businesses and the possible loss of rights.

PRC law does not permit the transfer of shares in a Chinese joint stock
company within three years of its formation. In addition, under PRC law, foreign
entities are not currently permitted to own more than 49% of a seed production
company. These legal restrictions prevent Agritech, through Origin, from having
full ownership of the stock of three of the Origin Operating Companies because
they underwent restructuring in 2003. In order to address those restrictions,
Origin, a non-Chinese entity, will not directly own the shares of three of the
Chinese Operating Companies. Rather, it will hold the right to control the
shares in all respects, including voting, dividends, nomination of directors,
and corporate management, through stock consignment agreements executed by the
owners of the stock of these companies. When the shares can be transferred, they
will be transferred over to Origin for no additional consideration. These
agreements are commonly used in the PRC, and Chardan has consulted its Chinese
counsel and been assured of their efficacy and enforceability.

There is the risk, however, that a consigning stockholder will not
fulfill its obligations under the stock consignment agreement. In that event,
Origin may need to resort to PRC courts to have its rights under the agreements
enforced. Such enforcement will cause Origin to incur legal expenses, while the
case 1is pending it will cause uncertainty in the rights of Origin, and may
result in a PRC court deciding not to enforce the agreements in part or at all.
To the extent these agreements are neither observed nor enforced as intended,
the Origin Operating Companies will not be controlled by Origin as intended
which will affect their value to Origin and restrict the ability to obtain the
income and other rights of ownership. It may also prevent the consolidation of
their financial statements which would reduce the reported earnings of the
consolidated companies. The uncertainty of ownership may also affect the market
value of the company.

Origin and the Origin Operating Companies, due to their size and short operating
history, depends substantially on a few key personnel which if not retained
would cause declines in productivity and profitability and loss of vision, all
of which would diminish the prospects of the company and investor interest.

Due to their size and short operating history, Origin's and the Origin
Operating Companies' success depends to a large extent upon the continued
service of a few executive officers and key employees, including:
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o Dr. Gengchen Han;
o Dr. Yasheng Yang; and
e} Liang Yuan.

The loss of the services of one or more of these key employees could
have an adverse effect on Origin and the Origin Operating Companies, as each of
these individuals played a significant role in developing and executing the
overall Origin business plan and maintaining customer relationships and
proprietary technology systems. While none of these key personnel is
irreplaceable, the loss of the services of any of these individuals would be
disruptive in business through a disruption to the senior management and loss of
the current corporate vision. Origin believes that its overall future success
will depend in large part upon its ability to attract and retain highly skilled
managerial and marketing personnel. There can be no assurance that Origin and
the Origin Operating Companies will be successful in attracting and retaining
such personnel on terms acceptable to them. Inadequate personnel will limit
growth of the company, and will be seen as a detriment to the prospects of the
company and result in loss of investor interest in the company.
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If Origin and the Origin Operating Companies do not comply with applicable
government regulations, they may be prohibited from continuing some or all of
their operations resulting in a reduction of growth and ultimately market share
due to loss of competitive position.

The revenue of Origin depends on receiving approval from the PRC
government to market new seed hybrids that the Origin Operating Companies will
develop. In addition, there may be circumstances under which the approvals
granted are subject to change without substantial advance notice, and it is
possible that the Origin Operating Companies could fail to obtain the approvals
that they require to expand their business as they intend to do. The failure to
obtain or to maintain such approvals would limit the number and quality of
products that the Origin Operating Companies would be able to offer. This
reduction in product offerings would cause a reduction in the growth previously
experienced and over time would result in loss of market share from the
competitive pressures of seeds developed by others that would likely be better
than the Origin products.

The single business line of crop seed development and production does not permit
Origin to spread its business risks among different business segments, such that
a disruption in its seed production or the industry would hurt the company more
immediately and directly.

After the stock purchase there will be one industry in which Origin
will be operating. Without business line diversity, Origin will not be able to
spread the risk of its operations. Therefore, its business opportunities,
revenues and income could be more immediately and directly affected by
disruptions in production of seed from such things as drought and disease or
widespread problems affecting the industry such as the absence of farmer credit
and payment disruptions and rejection of modified crop seeds. If there is a
disruption as described above, the revenues and income of the Origin will be
reduced and the business operations may have to be scaled back.

Natural disaster could damage seed production, in which event Origin will suffer
a loss of production and will suffer the consequential losses of revenues,
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market disruption and reputation, and there is no agriculture insurance in the
PRC to cover loss of seed crops.

The Origin Operating Companies produce their seeds using a network of
approximately 60,000 farmers, which plant the crops and harvest the seeds for
use as crop seeds for the next growing season. As a result, the source of supply
for Origin's seeds is subject to all of the risks associated with any
agricultural enterprise, including widespread drought, pestilence or other
natural disasters. While the use of such a large number of farmers provides some
protection against a widespread failure of any particular crop, the majority of
the seed production farmers are located in a Jjust two provinces, making them
subject to risks that are somewhat local in nature. Origin has attempted to
manage this risk by obligating itself to pay the farmers who produce its seeds
only for the quantity of seeds that they produce. However, a significant portion
of Origin's expenses are in the nature of fixed overhead, and in the event of a
widespread failure of the seed crop, Origin would likely sustain substantial
operating losses. Although insurance to protect against such a risk is available
in many jurisdictions, such insurance is not available in the PRC.
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The Origin Operating Companies rely on its network of 60,000 farmers for
production of its seeds, and although its relationship with those farmers has
been stable in the past, there are no assurances that those relationships will
remain stable in the future, the result of which could limit the amount of seed
products available to the Origin Operating Companies for sale to customers and
customer loyalty.

The Origin Operating Companies believe they maintain a favorable
relationship with the farmers in the seed production network by paying them a
higher price for their crop seeds than they would receive by producing crops for
sale in the market. In addition, the large number of farmers on which the Origin
Operating Companies rely to produce crop seeds means that no one or even several
of them can, acting independently, adversely and materially affect the business
of Origin. However, events such as a shift in pricing caused by an increase in
the value of food crops rather than seed crops, increase in land prices or
competition could disrupt the chain of supply. Any of these disruptions could
limit the supply of seeds that the Origin Operating Companies obtain, adversely
affecting supply and thereby lowering revenues from the lack of product to sell.
Such disruption could also damage distributor relationships and farmer loyalty
to the brand if the Origin Operating Companies cannot supply the quantity of
seed expected from them.

The corn seed prices and sales volumes may decrease in any given year with a
corresponding reduction in sales, margins and profitability.

During most of the brief existence of the Origin Operating Companies,
the corn seed market has been stable in the PRC, but in the past, it was marked
by periods of instability. In the future there may be periods of instability
during which commodities prices and sales volume might fluctuate greatly.
Commodities can be affected by general economic conditions, weather, disease and
aspects of demand such as financing, competition and trade restrictions.
Although Origin has followed a branded product strategy to differentiate its
products from those of other crop seed producers, the crop seed market continues
to behave as a commodity market. As a result, the price that Origin is able to
demand for its seeds is somewhat dependent on the size of the supply of its
seeds and the seeds of other producers. Therefore, the potential exists for
fluctuation in supply, and consequently in price, in Origin's own markets, even
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in the absence of significant external events that might cause volatility. As a
result, the level of revenues that Origin receives in any given year is subject
to change. Because decisions are made regarding the level of production prior to
the time that the volume of orders and the market price for those orders is
known, it is possible that Origin will have too much or not enough product
available, each with the attendant impact on revenues, margins and
profitability.

Origin's revenues depend on the ability of a large number of small farmers
buying the seed for cash because financing for purchases of this size and type
is not available; therefore, if a substantial number of Origin's customers
become unable to pay for seed, Origin's sales, revenues and profitability will
decline.

Origin has a large and diversified customer base, with no single
customer representing even 1% of its revenues. The large customer base provides
some protection against the loss of revenues due to the inability of a
significant number of Origin's customers paying for the seed that has been
previously ordered. The unavailability of credit for farmers in China further
reduces the ability of those farmers to withstand the effects of difficult
economic times. The lack of credit could prevent them from fulfilling their
purchasing commitments with the result that Origin's revenues and profitability
would be reduced.
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Competition, both domestic and foreign, may slow or reverse Origin's recent

rapid growth, which could result in a decrease in margins and cause an operating

loss.

Competition may develop from consolidation within the Chinese seed
industry and privatization of seed producers that are extensions of the county
governments. A number of companies are developing using more efficient business
models. Competition may develop from foreign seed producers who have
high-quality products. As competition develops, Origin will expect its recent
rapid growth to slow and will probably experience a reduction in margins. As
marketing expenses increases, it may experience operating losses.

Technological change in creating seed hybrids could adversely affect Origin's
business, causing a loss in business opportunities, market share and revenues.

Origin currently relies upon traditional methods of creating crop seed
hybrids to develop its new products. While these methods are highly effective,
there has been an increase in the development of genetically modified
agricultural products to increase the quality and quantity of crop yields. This
new genetic technology is controversial, and it has not been widely accepted in
many regions of the world, including China. However, as the ability to use
genetic modification to produce seeds that are superior to or less costly than
those that Origin produces by traditional methods increases, the threat of
competition from this source becomes more realistic. A number of factors that
are difficult to predict, such as a shift among farmer and consumer attitudes
making these kinds of products fore or less acceptable, affect the extent to
which this potential threat could affect Origin's business prospects.

Origin is taking steps to respond to the competition risk presented by
genetically modified agricultural products. It has commenced its own research
and development efforts for genetically modified seeds, and it has entered into
agreements with other research institutions in China working on genetic
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modifications that give Origin the right to market the seeds they develop.
However, there can be no assurance that these efforts will be successful in
producing improved seed varieties that are able to compete with those produced
by other genetically-modified seed producers or that ultimately genetically
modified seeds will be accepted by the Chinese farmer or Chinese consuming
public.

If the PRC does not leave in place or continue to expand its economic reforms,
the result may be to interfere with the growth of private businesses in the PRC
such as Origin and the source of much needed capital from elsewhere will become
limited.

Since the late 1970's, the PRC has been reforming its economic system
and changing from a planned economy based on governmental dictates and
priorities. It has implemented measures to emphasize the use of market forces
and reduce state ownership and control of business and business planning. It is
impossible to predict whether or not the government will continue to encourage
economic liberalization and further release its control over the economy and
encourage private enterprise. We also cannot predict the timing or extent of
future economic reforms that may be proposed. Any return to the PRC's policies
in effect previously could reduce the freedom of private businesses to operate
in a profitable manner, reduce the incentives of those businesses to be
profitable or both

The economy of China has been experiencing unprecedented growth and resulted in
some inflation which if the government tries to control by traditional means of
monetary policy or returns to planned economic techniques, Origin's business
will suffer a reduction in sales growth and expansion opportunities.

The rapid growth of the Chinese economy has resulted in higher levels
of inflation. If the government tries to control inflation, it may have an
adverse effect on the business climate and growth of private enterprise in the
PRC. An economic slow down will have an adverse effect on Origin's sales and may
increase costs. If inflation is allowed to proceed unchecked, Origin's costs
would likely increase, and there can be no assurance that it would be able to
increase its prices to an extent that would offset the increase in its expenses.
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A return to profit repatriation controls may limit the ability to pay dividends,
expand business and reduce the attractiveness of investing in Chinese business
opportunities.

PRC law allows enterprises owned by foreign investors to remit their
profits, dividends and bonuses earned in the PRC to other countries, and the
remittance does not require prior approval by the State Administration of
Foreign Exchange (SAFE). SAFE regulations required extensive documentation and
reporting, some of which was burdensome and slowed payments. If there is a
return to payment restrictions and reporting, the ability of a Chinese company
to attract investors will be reduced. Also, current investors may not be able to
obtain the profits of the business in which they own for other reasons. Relevant
PRC law and regulation permit payment of dividends only from retained earnings,
if any, determined in accordance with PRC accounting standards and regulations.
It is possible that the PRC tax authorities may require changes in income of the
company that would limit the ability of it to pay dividends and other
distributions. PRC law requires companies to set aside a portion of net income
to fund certain reserves which amounts are to distributable as dividends. These
rules and possible changes could restrict a company in the PRC from repatriating
funds to State Harvest and ultimately Agritech and the shareholders as
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dividends.

Any devaluation of the currency of the PRC could negatively impact Origin's
results of operations as reported in United States dollars.

Upon consummation of the acquisition of Origin, the operations of the
company will be located exclusively in the PRC. If the exchange rate of the
Renminbi is effected by lowering its value as against the US dollar, Origin's
reported profitability when stated in US dollars will decrease. Origin does not
engage in any currency hedging transactions because its business in conducted in
the PRC and it has few obligations denominated in foreign currencies.

There government regulations that limit or prohibit foreign investment in the
PRC, which may restrict the growth of Origin.

Although there is a general restriction on foreign investment in the
seed industry in the PRC, the corporate structure of Origin enables it to
receive foreign investment. The continued ability to receive foreign investment
may be important to its ability to continue to rapidly expand its business and
to manage that expansion effectively. There is no way to be certain that a
change in the regulations allowing Origin to receive foreign investment will not
occur which could disrupt its plan to expand its business.

If certain exemptions within the PRC regarding withholding taxes are removed, we
may be required to deduct Chinese corporate withholding taxes from any dividends
that are paid by the Chinese companies to its parent company which will reduce
the return on investment.

Under current PRC tax laws, regulations and rulings, companies are
exempt from paying withholding taxes with respect to dividends paid to
stockholders outside the PRC. If the foregoing exemption is eliminated, Origin
may be required to withhold such taxes which will reduce the revenues of the
parent company and the amount of retained earnings that may be distributed to
the stockholders.
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Because some of the Agritech directors and officers will reside outside of the
United States and substantially all of the assets will be located outside of the
United States, it may be difficult for investors to enforce their legal rights
against such individuals and the company.

Some of our directors and officers after the consummation of the stock
purchase will reside outside of the United States and substantially all of our
assets will be located outside of the United States. As a result, it may not be
possible for investors in the United States to enforce their legal rights, to
effect service of process upon our directors or officers or to enforce judgments
of United States courts predicated upon civil liabilities and criminal penalties
of our directors and officers under the United States securities laws, the laws
of the British Virgin Islands and the Agritech Memorandum and Articles of
Association. Moreover, Chardan has been advised that the PRC does not have
treaties providing for the reciprocal recognition and enforcement of judgments
of courts with the United States and it is uncertain whether or not there would
be effective enforcement in the PRC of criminal penalties imposed under United
States securities laws.

There will be a substantial number of shares of common stock available for sale
in the future which may be increased volumes of common stock available and a
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decline in the market price of the common stock.

The initial purchase price for the acquisition of Origin and its
subsidiaries includes 10,000,000 shares of common stock. These shares are not
being registered and a substantial portion of them will be held by insiders;
therefore they will be restricted. Commencing one year after the consummation of
the acquisition, these shares will become eligible for resale in the public
market under Rule 144 with limitations, and after two years some of these shares
may become eligible for resale in the public market under Rule 144 (k). As a
result, the number of shares available for sale will likely increase which tends
to adversely impact the market price of a stock.

As a result of the reincorporation in the British Virgin Islands, the governing
documents of the company will provide its stockholders with rights that differ
from those afforded by Delaware law which may be more protective in some
instances and less protective in others.

Chardan will merge with its wholly owned subsidiary in the British
Virgin Islands, and the constituent documents of the BVI company will be in
compliance with the laws of that jurisdiction. The rights of stockholders and
requirements of directors of a BVI company differ in a number of respects from
those of a Delaware company. These differences may result in differing outcomes
in the event of takeovers, stockholder suits and governance procedures from
those that the stockholders are familiar with when investing in United States
companies. In addition, there is not a substantive body of law interpreting the
corporate law of the BVI, so there is no basis for analyzing likely outcomes of
such matters in advance. Finally, if there are controversies, these will have to
be determined in accordance with BVI law and may have to be determined and
enforced in jurisdictions other than the United States resulting in less
predictability and additional costs.

As a result of the redomestication merger, the Chardan stockholders have
appraisal rights, the exercise of which would reduce the amount of cash assets
available to the surviving corporation.

The Chardan stockholders have appraisal rights under Delaware law in
connection with the redomestication merger. If exercised, these persons are
entitled to a cash payment for the fair value of their shares at the time of the
redomestication merger, without increase or decrease for the anticipated value
of the merger or subsequent acquisition. Any payment will reduce the cash assets
of the surviving company which may limit its ability to implement its business
plan.
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The combined company's working capital could be reduced, and Chardan
stockholders could own as little as 28.65% of the combined company's common
stock, 1if Chardan stockholders exercise their right to convert their shares into
cash.

Pursuant to Chardan's certificate of incorporation, holders of shares
issued in Chardan's initial public offering may vote against the stock purchase
and demand that Chardan convert their shares into a pro rata share of the trust
account, as of the record date, where a substantial portion of the net proceeds
of the initial public offering are held, including all interest earned thereon.
Chardan and the Origin Parties will not consummate the stock purchase if holders
of 805,000 or more shares of common stock issued in Chardan's initial public
offering, exercise these conversion rights. To the extent the stock purchase is
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consummated and holders have demanded to so convert their shares, there will be
a corresponding reduction in the amount of funds available to the combined
company following the stock purchase. As of , 2005, the record
date, assuming the stock purchase proposal is adopted, the maximum amount of
funds that could be disbursed to Chardan's stockholders upon the exercise of
their conversion rights is approximately $ , or approximately 20% of
the funds then held in the trust account.

The outstanding warrants may be exercised and as a result the underlying shares
would become eligible for future resale in the public market which would result
in dilution and might have an adverse effect on the market price of the common
stock.

Outstanding warrants and unit purchase options to purchase an aggregate
of 9,100,000 shares of common stock issued in connection with the Chardan
initial public offering will become exercisable after the consummation of the
stock purchase. If they are exercised, then a substantial number of additional
shares of Chardan common stock will be eligible for resale in the public market.
Sales of substantial numbers of such shares in the public market could adversely
affect the market price of such shares.

If certain financial or financing objectives are achieved, the Origin
Stockholders will be entitled to receive additional stock of Agritech as
contingent consideration for the acquisition of their Origin stock which would
result in dilution and might have an adverse effect on the market price of the
common stock.

Under the stock purchase agreement, the Origin Stockholders are
entitled to receive additional common stock if certain financial or financing
targets are achieved. There is no obligation to register the stock after
issuance. However, after being held for the appropriate periods, the common
stock will be eligible for resale under Rule 144. If the additional stock is
earned, it will significantly increase the number of shares of common stock
outstanding. The issuance of this additional stock will have a dilutive effect
on the stock already outstanding and may cause a reduction in the trading price
of the common stock in the public market.

If Origin meets targeted financing and earnings objectives, the Origin
Stockholders will be entitled to additional cash payments which will reduce the
amount of working capital available for use in the business which may hinder
expansion or cause the company to borrow to cover expenses.

In the future, if Origin raises additional capital and/or has net
profits, the Origin Stockholders will be entitled to an additional $15,000,000
of cash consideration as contingent purchase price for their share in Origin. To
the extent that Origin must pay these amounts from its future additional capital
and future profits, then it will have less funds available for use in the
business. The reduced working capital may limit or hinder expansion or to cover
expenses cause the company to borrow more funds at a time when borrowings may
not be advantageous and at costs that are in excess of what might otherwise be
acceptable.
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If Chardan is unable to receive a listing of its securities on the Nasdag
National Market, then it may be more difficult for its stockholders to sell
their securities.
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The units, common stock and warrants are currently traded in the
over—the-counter market and quoted on the Over-the-Counter Bulletin Board.
Agritech has applied for listing on the Nasdag National Market, and received
indication that the listing will be confirmed upon consummation of the business
combination. If Agritech is unable to obtain a listing or approval of trading of
its securities on Nasdag National Market, then it may be more difficult for its
stockholders to sell their securities.

Chardan directors and executive officers have interests in the stock purchase
that are different from yours because if the stock purchase is not approved then
the securities held by them may become worthless.

In considering the recommendation of the board of directors of Chardan
to vote for the proposal to adopt the stock purchase agreement and other
proposals you should be aware that certain members of the Chardan board are
parties to agreements or arrangements that provide them with interests that
differ from, or are in addition to, those of Chardan stockholders generally.
Chardan's executives and directors are not entitled to receive any of the net
proceeds of Chardan's initial public offering that may be distributed upon
liquidation of Chardan. Therefore, if the stock purchase is not approved and
Chardan fails to consummate an alternative transaction within the time allotted
pursuant to its certificate of incorporation, the securities held by Chardan's
officers and directors may be worthless.

Voting control by executive officers, directors and other affiliates of the
combined company may limit your ability to influence the outcome of director
elections and other matters requiring stockholder approval.

Upon consummation of the stock purchase, executive officers, directors
and affiliates of the combined company will own a majority of the combined
company's voting stock. These stockholders can control substantially all matters
requiring approval by our stockholders, including the election of directors and
the approval of other business transactions. This concentration of ownership
could have the effect of delaying or preventing a change in our control or
discouraging a potential acquirer from attempting to obtain control of us, which
in turn could have a material adverse effect on the market price of the common
stock or prevent our stockholders from realizing a premium over the market price
for their shares of common stock.

FORWARD-LOOKING STATEMENTS

We believe that some of the information in this proxy
statement/prospectus constitutes forward-looking statements within the
definition of the Private Securities Litigation Reform Act of 1995. However, the
safe-harbor provisions of that act do not apply to statements made in this proxy
statement/prospectus. You can identify these statements by forward-looking words
such as "may," "expect," "anticipate," "contemplate," "believe," "estimate,"
"intends," and "continue" or similar words. You should read statements that
contain these words carefully because they:

o discuss future expectations;

o contain projections of future results of operations or financial
condition; or

o state other "forward-looking" information.
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We believe it is important to communicate our expectations to the
Chardan stockholders. However, there may be events in the future that we are not
able to predict accurately or over which we have no control. The risk factors
and cautionary language discussed in this proxy statement/prospectus provide
examples of risks, uncertainties and events that may cause actual results to
differ materially from the expectations described by Chardan or the Origin
Parties in its forward-looking statements, including among other things:

o the number and percentage of Chardan stockholders voting against the
stock purchase proposal;

o changing interpretations of generally accepted accounting
principles;

o outcomes of government reviews, inquiries, investigations and
related litigation;

o continued compliance with government regulations;
o legislation or regulatory environments, requirements or changes

adversely affecting the Dbusinesses in which Origin and the Origin
Operating Companies are engaged;

o fluctuations in customer demand;
o management of rapid growth;
o intensity of competition from other providers of crop seeds; o

timing of approval and market acceptance of new products;

o general economic conditions; and o geopolitical events and
regulatory changes.

You are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date of this proxy statement/prospectus.

All forward-looking statements included herein attributable to any of
Chardan, the Origin Parties or any person acting on either party's behalf are
expressly qualified in their entirety by the cautionary statements contained or
referred to in this section. Except to the extent required by applicable laws
and regulations, Chardan and the Origin Parties undertake no obligations to
update these forward-looking statements to reflect events or circumstances after
the date of this proxy statement/prospectus or to reflect the occurrence of
unanticipated events.

Before you grant your proxy or instruct how your vote should be cast or
vote on the adoption of the stock purchase agreement you should be aware that
the occurrence of the events described in the "Risk Factors" section and
elsewhere in this proxy statement/prospectus could have a material adverse
effect on Chardan, Origin the Origin Operating Companies or the combined
company .
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THE CHARDAN SPECIAL MEETING

Chardan Special Meeting

42



Edgar Filing: Origin Agritech LTD - Form S-4/A

We are furnishing this proxy statement/prospectus to you as part of the
solicitation of proxies by the Chardan board of directors for use at the special
meeting in connection with the proposed stock purchase, redomestication merger
and stock option plan. This document provides you with the information you need
to know to be able to vote or instruct your vote to be cast at the special
meeting.

Date, Time and Place

We will hold the special meeting at 10:00 a.m., PST, on at
625 Broadway, Suite 1111, San Diego, California 92101, to vote on the proposals
to approve the stock purchase agreement, the redomestication merger and stock
option plan.

Purpose of the Special Meeting

At the special meeting, we are asking holders of Chardan common stock
to: o approve the stock purchase proposal; o approve the redomestication merger
proposal; and o approve the stock option proposal.

The Chardan board of directors:

o has unanimously determined that the stock purchase proposal, the
redomestication merger proposal and the stock option proposal are
fair to and in the best interests of Chardan and its stockholders;

o has unanimously approved the stock purchase proposal, the
redomestication merger proposal and the stock option proposal;

o unanimously recommends that Chardan common stockholders vote "FOR"
the proposal to adopt the stock purchase agreement,

o unanimously recommends that Chardan common stockholders vote "FOR"
the proposal to redomesticate in the British Virgin Islands; and

o unanimously recommends that Chardan common stockholders vote "FOR"
the proposal to adopt the stock option plan.

Record Date; Who is Entitled to Vote

The "record date" for the special meeting is , 2005. Record
holders of Chardan common stock at the close of business on the record date are
entitled to vote or have their votes cast at the special meeting. On the record
date, there were 4,900,000 outstanding shares of Chardan common stock.

Each share of Chardan common stock is entitled to one vote per share at
the special meeting.
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Pursuant to agreements with Chardan, any shares of Chardan common stock
held by stockholders who purchased their shares of common stock prior to the
initial public offering will be voted in accordance with the majority of the
votes cast at the special meeting on the stock purchase and redomestication
merger proposals.

Chardan's issued and outstanding warrants do not have any voting
rights, and record holders of Chardan warrants will not be entitled to vote at
the special meeting.
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Voting Your Shares

Each share of Chardan common stock that you own in your name entitles
you to one vote. Your proxy card shows the number of shares of Chardan common
stock that you own.

There are three ways to vote your shares of Chardan common stock at the
special meeting:

o You can vote by signing and returning the enclosed proxy card. If
you vote by proxy card, vyour "proxy," whose name is listed on the
proxy card, will vote your shares as you instruct on the proxy card.
If you sign and return the proxy card but do not give instructions
on how to vote your shares, your shares will be voted as recommended
by the Chardan board "FOR" the adoption of the stock purchase
proposal, the redomestication merger proposal, and the stock option
plan proposal.

o You can vote by telephone or on the internet by following the
telephone or Internet voting instructions that are included with
your proxy card. If you vote by telephone or by the 1Internet, vyou
should not return the proxy card.

o You can attend the special meeting and vote in person. We will give
you a ballot when you arrive. However, 1if your shares are held in
the name of your Dbroker, Dbank or another nominee, you must get a
proxy from the broker, Dbank or other nominee. That is the only way
we can be sure that the broker, Dbank or nominee has not already
voted your shares.

IF YOU DO NOT VOTE YOUR SHARES OF CHARDAN COMMON STOCK IN ANY OF THE
WAYS DESCRIBED ABOVE, IT WILL HAVE THE SAME EFFECT AS A VOTE AGAINST THE
ADOPTION OF THE STOCK PURCHASE PROPOSAL AND THE REDOMESTICATION MERGER PROPOSAL,
BUT WILL NOT HAVE THE EFFECT OF A DEMAND OF CONVERSION OF YOUR SHARES INTO A PRO
RATA SHARE OF THE TRUST ACCOUNT IN WHICH A SUBSTANTIAL PORTION OF THE PROCEEDS
OF CHARDAN'S INITIAL PUBLIC OFFERING ARE HELD OR A DEMAND FOR APPRAISAL RIGHTS
UNDER DELAWARE LAW.

Who Can Answer Your Questions About Voting Your Shares

If you have any questions about how to vote or direct a vote in respect
of your Chardan common stock, you may call Dr. Richard D. Propper, Chardan's
chairman, (619) 795-4627.

No Additional Matters May Be Presented at the Special Meeting

This special meeting has been called only to consider the adoption of
the stock purchase proposal, the redomestication merger proposal and the stock
option proposal. Under Chardan's by-laws, other than procedural matters incident
to the conduct of the meeting, no other matters may be considered at the special

meeting, if they are not included in the notice of the meeting.
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Revoking Your Proxy
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If you give a proxy, you may revoke it at any time before it is
exercised by doing any one of the following:

o You may send another proxy card with a later date;

o You may notify Dr. Propper, Chardan's chairman, in writing before
the special meeting that you have revoked your proxy; and

o You may attend the special meeting, revoke your proxy, and vote in
person, as indicated above.

Vote Required

The presence, in person or by proxy, of a majority of all the
outstanding shares of common stock constitutes a quorum at the special meeting.
Proxies that are marked "abstain" and proxies relating to "street name" shares
that are returned to Chardan but marked by brokers as "not voted" will be
treated as shares present for purposes of determining the presence of a quorum
on all matters. The latter will not be treated as shares entitled to vote on the
matter as to which authority to vote is withheld by the broker ("broker
non-votes"). If you do not give the broker voting instructions, under the rules
of the NASD, your broker may not vote your shares on the proposals to approve
the stock purchase, the redomestication merger or the stock option plan.

The approval of the stock purchase and redomestication merger proposals
will require the affirmative vote of the holders of a majority of the Chardan
common stock outstanding on the record date. Because each of these proposals
require the affirmative vote of a majority of the shares of common stock
outstanding and entitled to vote, abstentions and shares not entitled to vote
because of a broker non-vote will have the same effect as a vote against the
proposal.

For consummation of the stock purchase agreement, the redomestication
merger proposal must be approved by the stockholders. For the redomestication
merger to be implemented, the stock purchase proposal must be approved by the
stockholders.

The approval of the stock option plan will require the affirmative vote
of a majority of the Chardan common stock present and entitled to vote at the
meeting. Abstentions are deemed entitled to vote on the proposal, therefore,
they have the same effect as a vote against the proposal, and broker non-votes
are not deemed entitled to vote on the proposal, therefore, they will have no
effect on the vote on the proposal.

Conversion Rights

Any stockholder of Chardan holding shares of common stock issued in
Chardan's initial public offering who votes against the stock purchase proposal
may, at the same time, demand that Chardan convert his shares into a pro rata
portion of the trust account as of the record date. If demand is made and the
stock purchase is consummated, Chardan will convert these shares into a pro rata
portion of funds held in a trust account plus interest, as of the record date.

The closing price of Chardan's common stock on , 2005 (the
record date) was $ and the per-share, pro-rata cash held in the trust
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account on that date was approximately $ . Prior to exercising
conversion rights, Chardan stockholders should verify the market price of
Chardan's common stock as they may receive higher proceeds from the sale of
their common stock in the public market than from exercising their conversion
rights if the market price per share is higher than the conversion price.
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If the holders of 805,000 or more shares of common stock issued in
Chardan's initial public offering (an amount equal to 20% or more of these
shares), vote against the stock purchase and demand conversion of their shares,
Chardan will not be able to consummate the stock purchase.

If you exercise your conversion rights, then you will be exchanging
your shares of Chardan common stock for cash and will no longer own these
shares. You will be entitled to receive cash for these shares only if you
continue to hold these shares through the effective time of the stock purchase
and then tender your stock certificate to the combined company.

Appraisal Rights

Under Delaware corporate law, the redomestication merger of Chardan
with Agritech causes the stockholders of Chardan to have appraisal rights in
connection with the transactions for which approval is sought. This right is
separate from the conversion rights of the holders of shares of Chardan common
stock issued in the initial public offering. However, because the exercise of
the appraisal right and the conversion rights both require a tender of the
holder's shares to Chardan, only one right may be elected in respect of the
shares. See pages 63 to 65 and Annex I for more information about appraisal
rights.

Solicitation Costs

Chardan is soliciting proxies on behalf of the Chardan board of
directors. This solicitation is being made by mail but also may be made by
telephone or in person. Chardan and its respective directors, officers and
employees may also solicit proxies in person, by telephone or by other
electronic means. In addition, the preferred member representatives and officers
of the Origin Parties are soliciting proxies and may solicit proxies in person,
by telephone or by other electronic means. These persons will not be paid for
doing this.

Chardan has not hired a firm to assist in the proxy solicitation
process but may do so if it deems this assistance necessary. Chardan will pay
all fees and expenses related to the retention of any proxy solicitation firm.

Chardan will ask banks, brokers and other institutions, nominees and
fiduciaries to forward its proxy materials to their principals and to obtain
their authority to execute proxies and voting instructions. Chardan will
reimburse them for their reasonable expenses.

Stock Ownership

At the close of business on the record date, Dr. Richard D. Propper,
Kerry S. Propper, Jiangnan Huang, Li Zhang, Daniel P. Beharry, Steven Urbach,
Anthony Errico and the Estate of Michael Urbach beneficially owned and were
entitled to vote approximately 875,000 shares of Chardan common stock, or
approximately 17.9% of the then outstanding shares of Chardan common stock,
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which includes all of the shares held by the directors and executive officers of
Chardan and their affiliates. Those persons, who were stockholders of Chardan
prior to its initial public offering of securities, have agreed to vote their
shares on the stock purchase and redomestication merger proposals in accordance
with the majority of the votes cast by the holders of shares issued in Chardan's
initial public offering.

Dr. Richard D. Propper is currently chairman of the board of directors
of Chardan, Mr. Huang is chief executive officer, Mr. Kerry S. Propper is
executive vice president, and Mr. Zhang is chief financial officer. On the
record date, directors and executive officers of Chardan and their affiliates
beneficially owned and were entitled to vote 689,501 shares of Chardan's common
stock. These shares represent approximately 14.1% of Chardan's outstanding
common stock.
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Fairness Opinion

Chardan did not obtain a fairness opinion in respect of the acquisition
of Origin or the redomestication merger.

CONSIDERATION OF THE STOCK PURCHASE TRANSACTION

The following discussion of the principal terms of the stock purchase
agreement dated as of December 20, 2004 among Chardan, Dr. Richard D. Propper,
Kerry S. Propper, MD, Jiangnan Huang, Zhang Li, Daniel P. Beharry, Steven Urbach
and the Origin Parties is subject to, and is qualified in its entirety by
reference to, the stock purchase agreement. A copy of the stock purchase
agreement is attached as an annex to this proxy statement/prospectus and is
incorporated in this proxy statement/prospectus by reference.

General Description of the Stock Purchase

Pursuant to the stock purchase agreement, on March 11, 2005, Chardan
established a wholly owned subsidiary, Origin Agritech Limited, under the laws
of the British Virgin Islands, and Chardan will merge with and into Agritech.
Agritech will be the surviving entity, and the separate corporate existence of
Chardan will cease at the effective time of the merger. Simultaneously with the
merger, Agritech will purchase the issued and outstanding stock of Origin, which
in turn will own, or will have acquired the rights to control, the outstanding
stock of the Origin Operating Companies. We refer to Agritech, after giving
effect to completion of the stock purchase, as Agritech or the combined company.
As a result of the stock purchase, the former owners of Origin and the Origin
Operating Companies will own approximately 66.2% of the outstanding shares of
the combined company's common stock, assuming no redemptions or exercise of
appraisal rights.

Background of the Stock Purchase

The terms of the stock purchase agreement are the result of
arm's-length negotiations between representatives of Chardan and the Origin
Parties. The following is a brief discussion of the background of these
negotiations, the stock purchase and related transactions.
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Chardan was formed on December 5, 2003 to serve as a vehicle to
accomplish a business combination with an unidentified operating business in the
PRC with significant growth potential. Chardan completed an initial public
offering in March 2004, in which it raised net proceeds of approximately
$21,242,000. Of these net proceeds, $20,527,500 were placed in a trust account
immediately following the initial public offering and, in accordance with
Chardan's certificate of incorporation, will be released either upon the
consummation of a business combination or upon the liquidation of Chardan.
Chardan must liquidate unless it has consummated a business combination by
September 22, 2005. If a letter of intent, agreement in principle or a
definitive agreement to complete a business combination was executed but the
transaction was not consummated prior to September 22, 2005, then it is not
required to liquidate unless the business combination contemplated by such
letter of intent, agreement in principle or definitive agreement is not
consummated by March 22, 2006.
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At the end of March 2004, Chardan commenced its efforts to locate a
company with which to effect a business combination. To assist Chardan in
locating and evaluating companies in the PRC, on March 29, 2004, Chardan engaged
Best of the Best, a business acquisition consulting firm, to identify potential
acquisition candidates, prepare background investigations, industry analysis and
due diligence reports. Best of the Best was contacted immediately after the
consummation of the initial public offering by Huang Jiangnan, an officer and
director of Chardan who has known the principals of Best of the Best for many
years. This initial contact was made after the effective date of the initial
public offering, and discussions about their engagement commenced shortly
thereafter. Under the terms of the agreement, Best of the Best will be paid a
total of $250,000, payable in four installments: $87,500 at the commencement of
their engagement, $37,500 on the announcement of Chardan's intention to pursue a
particular business combination, $87,500 when Chardan's stockholders approve a
business combination, and $37,500 when a business combination is approved. In
addition, upon consummation of the business combination, Chardan will issue
200,000 shares of restricted common stock to Best of the Best. The services that
Best of the Best provided included the following: assisting Chardan in
identifying acquisition opportunities, assisting in preparing and executing
required confidentiality, market stand-off and similar agreements; compiling
preliminary information about merger candidates; performing financial due
diligence and analysis; recommending acquisition structures; assessing the
information about the potential target that is available; and working with
accountants and legal staff to prepare for a business combination, including
agreement negotiation.

Best of the Best commenced identifying and screening acquisition
candidates in April 2004. Best of the Best used its knowledge of Chinese
companies and its network of contacts, screening potential companies based on
Chardan's criteria. Chardan also sought to identify acquisition candidates,
principally through the efforts of Huang Jiangnan and Li Zhang, officers and
directors of Chardan. Both of these persons have extensive contacts through the
Chinese business and legal community in the PRC.

Best of the Best and Chardan selected ten companies as potential
candidates for a business combination, Chardan requested preliminary reports
from Best of the Best for its evaluation of the potential targets. On the basis
of that review and information, in May 2004, Chardan selected one candidate with
which to pursue an agreement. Chardan was not able to agree to acceptable terms
with this first target company. Based on an analysis of the valuation of
comparable public companies, this first target's existing financial condition,
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management expertise, volatile earnings quarter over quarter, and the fact that
the target's management dramatically reduced their forecast for 2004 after tax
income, Chardan determined that a business combination with that first target
was not in the best interests of Chardan's stockholders.

During the negotiations with the first target, Best of the Best
continued their due diligence on the other previously identified companies,
which included the Origin Operating Companies. After deciding not to pursue that
first potential transaction in late June 2004, Chardan entered into discussions
with Dr. Han, the principal of the Origin Operating Companies, regarding a
potential business combination.

The Origin Operating Companies had been among the companies with which
Chardan had held preliminary meetings in April, but had not pursued any
substantive business combination discussions. The first formal meeting to
discuss this transaction was held on June 24, 2004, in Beijing, China. Chardan
and an advisory firm for the Origin Parties, Chum Investment Corporation,
exchanged information about Chardan and the Origin Operating Companies and
suggested a general structure and terms of an acquisition by Chardan. Then on
June 26, 2004, representatives of Chardan, the Origin Stockholders and Chum met
at the offices of the Origin Operating Companies in Beijing to discuss
preliminary issues of due diligence, exchange of information, pricing and other
terms of an acquisition. During its discussions with the Origin Operating
Companies, Chardan continued to evaluate other potential candidates for a
business combination.

On August 23, 2004, Dr. Propper, Mr. Huang and Mr. Zhang from Chardan
and the Origin Stockholders, including representatives of Chum, met in Beijing
for further discussions about the respective businesses and terms of the
transaction. The parties were in general agreement about the acquisition terms,
but at this meeting they began to discus various specifics and raised related
topics to the acquisition and disclosure process.
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After several days of negotiations and due diligence review in Beijing
from September 19 to September 21, 2004 by and among Dr. Propper, Mr. Kerry
Propper, Mr. Zhang Li and Mr. Jiangnan Huang of Chardan and Dr. Gengchen Han,
Mr. Yasheng Yang and Ms. Yu Ping Zhao of the Origin Operating Companies,
Chardan, for itself, and Dr. Han, in respect of the Origin Parties, signed a
memorandum of understanding on September 22, 2004. This memorandum set forth the
following:

o the reorganization of the Origin Operating Companies which was to
take into account the best tax arrangements for all parties;

o the consideration to be paid for the Origin Operating Companies,
which is reflected in the stock purchase agreement;

o the terms of the additional purchase price to be paid over time
based on performance criteria;

o the desire for a stock option plan; and

o the inclusion of certain Origin Stockholders on the board of
directors of the surviving corporation.

Promptly after the execution of the memorandum of understanding,
Chardan's United States counsel prepared a draft of the stock purchase agreement
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and sent it to counsel for the Origin Parties. In addition, the Chinese counsel
of Chardan consulted with Chinese counsel for the Origin Parties and commenced
negotiation of the stock consignment agreements, the technology assignment
agreements and reorganization of the Chinese Operating Companies. Origin, under
the name State Harvest Holding Limited, was established in the British Virgin
Islands on November 24, 2004 by Chinese counsel for the Origin Parties.

During the period between October 20, 2004 and December 6, 2004,
counsel exchanged emails about various points in the agreements and continued to
modify them and exchanged drafts of documents. Counsel and the accountants for
all the parties conducted legal and financial due diligence and negotiated
points in the agreements. During this period, representatives of Chardan and the
Origin Parties also conducted further due diligence from a business point of
view and began preparation of this proxy statement/prospectus.

On October 30, 2004, representatives of Best of the Best met with the
board of directors of Chardan to give a report of their due diligence of the
Origin Operating Companies and analysis of the business in which the Origin
Operating Companies operate. At the meeting were all the board members of
Chardan and Mr. Wu Cheong, representing Best of the Best, who made the report.
The board of directors unanimously resolved to proceed with the acquisition
process and continue to work towards execution of a definitive stock purchase
agreement.

On November 22, 2004, Dr. Propper and Dr. Han and Messrs. Yang and Yuan
exchanged emails about the terms and forms of employment agreements. These
agreements were further negotiated and the terms subsequently finalized on
December 1, 2004.

On December 7, 2004, there was a meeting at the offices of Chardan's
United States counsel, Graubard Miller, in New York City, to negotiate the final
terms of stock purchase agreement. All the officers and directors of Chardan and
Chardan's United States counsel attended the meeting in person. Dr. Han and Mr.
Song Xuesong, executive director of Chum Investment Corporation, advisor to the
Origin Parties, and Mr. Cui Liguo, partner of Guantao Law Firm, counsel to the
Origin Parties, attended the meeting in person. Other members of Guantao Law
Firm attended the meeting by telephone conference.
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On December 7, 2004, after the meeting with the Origin representatives,
the board of directors of Chardan met to review the transaction documents and
evaluate and approve the acquisition of Origin. The board of directors reviewed
the latest forms of stock purchase agreement, the stock consignment agreements,
the technology license agreements, the employment agreements and voting
agreement. The board of directors also reviewed the disclosure schedules to the
stock purchase agreement of the Origin Parties. After review of the due
diligence materials and the report of Best of the Best and discussion, the
foregoing were unanimously approved, subject to final negotiation and
modification, and the board determined to recommend the approval of the stock
purchase agreement, redomestication merger and related transactions and the
stock option plan to the stockholders.

From December 8, 2004 to December 10, 2004, Dr. Propper, Mr. Propper
and Dr. Han met with their respective counsel in meetings in New York City to
finalize the transaction documents, and the Origin Parties delivered the
preliminary financial statements required before the signing of the stock
purchase agreement.
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The stock purchase agreement was signed on December 20, 2004. Chardan
filed a press release and Current Report on Form 8-K on December 27, 2004
announcing the execution of the agreement and discussing the terms of the stock
purchase. The Current Report was amended on January 21, 2005 to file the audited
financial statements of Origin for the years ended December 31, 2001, 2002 and
2003 and for the nine months ended September 30, 2004 and pro forma statements
of operations of Chardan showing the acquisition as if it occurred on January 1,
2003 and pro forma balance sheets as if it occurred September 30, 2004.

Board Consideration and Approval of Transaction

While no one factor determined the final agreed upon consideration in
the stock purchase, Chardan's board of directors reviewed various industry and
financial data, including certain valuation analyses and metrics compiled by
members of the board and by Best of Best in order to determine that the
consideration to be paid to the Origin Parties was reasonable and that the stock
purchase was in the best interests of Chardan's stockholders.

Best of the Best conducted a due diligence review of Origin and the
Origin Operating Companies that included an industry analysis, a description of
Origin's existing business model, a valuation analysis and financial projections
in order to enable the board of directors to ascertain the reasonableness of
this range of consideration. Throughout the negotiation process, Best of the
Best continued to assemble and review relevant due diligence materials and, on
October 22, 2004, delivered a presentation to the board of directors and a due
diligence package that included the information regarding Origin and the Origin
Operating Companies that Best of the Best had gathered and prepared. During its
negotiations with the Origin Parties, Chardan did not receive services from any
financial advisor other than Best of the Best.

Interest of Chardan Directors and Officers in the Stock Purchase

In considering the recommendation of the board of directors of Chardan
to vote for the proposals to approve the stock purchase agreement, the
redomestication merger and the stock option plan, you should be aware that
certain members of the Chardan board have agreements or arrangements that
provide them with interests in the stock purchase that differ from, or are in
addition to, those of Chardan stockholders generally. In particular:
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o if the stock purchase is not approved and Chardan fails to
consummate an alternative transaction within the time allotted
pursuant to its amended and restated certificate of incorporation,
Chardan would be required to liquidate. In such event, the shares of
common stock held by Chardan's directors and officers would be
worthless because Chardan's directors and officers are not entitled
to receive any of the liquidation proceeds and any warranty they
hold will expire worthless.

o Chardan's executives and directors own a total 689,501 shares of
Chardan common stock that have a market value of $ based on
Chardan's share price of $ as of 2005, the record

date. However, as Chardan's directors and executives are
contractually prohibited from selling their shares prior to March
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16, 2007 (during which time the value of the shares may increase or
decrease), it is impossible to determine what the financial impact
of the stock purchase will be on Chardan's directors and executives;

o the transactions contemplated by the stock purchase agreement
provide that Mr. Kerry Propper will be a director of Agritech and he
will have the right to appoint one additional director of the nine
members of the board of directors of the combined company for three
years (which person is currently Steven Urbach);

o after completion of the stock purchase, Dr. Propper will continue to
serve in the capacity of Vice President, Corporate Development
(without personal compensation), and Chardan Capital LLC, an
affiliate of Dr. Propper, Mr. Beharry, Mr. Zhang and Mr. Huang, will
provide a variety of ongoing services to Origin over the next two
years at a cost to Origin of $30,000 per month, which services will
be on a non-exclusive basis and include advice and help in meeting
US public reporting requirements and accounting standards,
Sarbanes-Oxley compliance, corporate structuring and development,
stockholder relations, corporate finance and operational
capitalization and such other similar services as suggested and
agreed to by Chardan Capital, LLC; and

o Chardan's directors and officers and certain initial stockholders
may be personally liable for a pro rata share of a termination fee
of $1 million that is payable to the Origin Stockholders if the
stock purchase agreement is terminated under certain limited
conditions.

Chardan's Reasons for the Stock Purchase and Recommendation of the
Chardan Board

The Chardan board of directors concluded that the stock purchase
agreement with the Origin Parties is in the best interests of Chardan's
stockholders. The Chardan board of directors did not obtain a fairness opinion.

Each member of Chardan's board of directors has extensive experience in
performing due diligence of acquisition targets and in valuing companies. Three
of the directors , Dr. Propper and Messrs. Li and Huang, are currently
principals in Chardan Capital LLC, a strategic financial and management
consulting company that focuses on identifying attractive Chinese companies and
in structuring transactions involving those companies. One director, Mr. Kerry
Propper, is the Chief Executive Officer of Chardan Capital Markets, a registered
NASD broker dealer.

The Chardan board of directors considered a wide variety of factors in
connection with its evaluation of the stock purchase. In light of the complexity
of those factors, the Chardan board of directors did not consider it practicable
to, nor did it attempt to, quantify or otherwise assign relative weights to the
specific factors it considered in reaching its decision. In addition, individual
members of the Chardan board may have given different weight to different
factors.
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In considering the stock purchase, the Chardan board of directors gave
considerable weight to the following factors:

Origin's and the Origin Operating Companies' record of growth and
expansion and high potential for future growth

Important criteria to Chardan's board of directors in identifying an
acquisition target was that the company has established business operations,
that it was generating current revenues, and that it had what Chardan believes
to be a potential to experience rapid additional growth in the future. Chardan's
board of directors believes that Origin and the Origin Operating Companies have
in place the infrastructure for strong business operations, a large and growing
customer base, significant technological capabilities and brand name
recognition. Origin commenced business operations in late 1997, and it has
experienced an average annual revenue growth of greater than 30% from 2002
through 2004. The 2003 revenues were approximately $27 million, with then
estimated revenues for 2004 of approximately $36 million, and then projected
revenues for 2005 of greater than $55 million.

Although revenue projections are inherently uncertain, Chardan's board
of directors believed, and continues to believe, the projections for Origin's
business are much more reliable than most, based on its expected revenues.
Approximately 80% of Origin's orders for seeds to be delivered in the next
growing season are received in the prior year. These orders are accompanied by
deposits of 10% to 20% of the purchase price so there is a strong indication of
the actual purchase that will take place in the following year and, therefore,
projected revenues are able to be anticipated with relative certainty.

This record of significant and predictable growth helped to convince
Chardan's board of directors that a business combination with Origin would be in
the best interests of Chardan's stockholders.

Chardan's board of directors believes that Origin and the Origin
Operating Companies have the ability to continue growth because:

o the existing customers represent a recurring revenue stream;
o Origin budgets approximately 5% of current revenue to research and

development activities during the following year. However, because
of the revenue growth experienced by Origin, the amount actually
spent has been approximately 3% of Origin's total revenue. Through
this research and development, Origin has developed and Chardan's
board of directors believes it will continue to develop additional
hybrid seed offerings;

o Origin places an emphasis on its sales and marketing functions, with
over 1,000,000 customers in a database, the production and
circulation of a newspaper three times a year through their
distributor network that reaches between 1,000,000 and 2,000,000
readers per issue, television advertising, product demonstrations,
and the maintenance of a call center for receiving customer service
inquiries;

o the Chinese crop seed market remains fragmented and consists of
large numbers of companies that operate at the county and provincial
level; and

o few of the competing companies to Chardan's knowledge have a
research and development program that appears to be as effective as
Origin's, resulting in what the Chardan board believes will be a
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continuation of superior seed and support offerings by Origin to
customers, thereby increasing its customer base and sales in the
future.
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Based on its review of the Origin Operating Companies historical
financial statements and their business model and relationships, Chardan's board
of directors believes that Origin Operating Companies' products are sold at
attractive gross margins, and that they have controllable variable costs and
low, scalable fixed costs.

Origin represents an opportunity to invest in a growing, dynamic
industry

Another criterion important to Chardan's board of directors in
identifying an acquisition target was that the company be in an emerging or
expanding industry with potential for growth. China's enormous population
represents one of the largest market for crops in the world. Although the growth
rate of China's population has slowed, China's population will continue to
increase in absolute terms. While the demand for corn and other crops for
consumption by the Chinese population is large and growing, the use of corn, in
particular, as an animal feed, source of starch products and even for use as a
fuel will likely support continued growth in this industry.

Although there are currently a large number of seed companies that meet
the demand of farmers in the PRC, Chardan's board of directors believes that few
of them are developing and producing advanced hybrid seeds that offer the
advantages of Origin's hybrid seeds. Chardan's board of directors expects that
Origin's product offerings, continued efforts to develop and produce hybrids for
additional crops, its market presence and effective marketing strategies will
result in an increase of Origin's share of its existing markets and enable
Origin to enter additional markets.

The experience of Origin's management.

Another criterion important to Chardan's board of directors in
identifying an acquisition target was that the company have a seasoned
management team with specialized knowledge of the markets within which it
operates and the ability to lead a company in a rapidly changing environment.
Chardan's board of directors believes that Origin's management has demonstrated
that ability, addressing what has until now been a market consisting of local
businesses with little meaningful research and development into a biotech
industry that focuses on product development, efficient production and effective
marketing and customer service programs. By utilizing its growing revenues to
expand its market share and develop additional products, Origin's management
seems to have demonstrated a commitment to a strategy that has given it a
significant presence in the seed industry in the PRC.

Origin's ability to execute its business plan, even with the risk that
Chardan's public stockholders would vote against the stock purchase and exercise
their conversion rights.
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Chardan's board of directors considered the risk that the current
public stockholders of Chardan would vote against the stock purchase and demand
to redeem their shares for cash upon consummation of the stock purchase, thereby
depleting the amount of cash available to the combined company following the
stock purchase or cause a condition of the stock purchase agreement not to be
met. Chardan's board of directors deemed this risk to be no worse with regard to
Origin than it would be for other target companies and believes that Origin will
still be able to implement its business plan, even if the full amount of the
funds deposited in the trust account are not available at closing.

Due Diligence Information Materials

In performing the analysis described above, Chardan's board of
directors also reviewed an information statement prepared by Chardan's
consultants, Best of the Best, in connection with its search for a suitable
target company.
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The Best of the Best information included a general description of the
business of the Origin Operating Companies as it existed prior to the report, a
diagram of the Origin Parties' business model, including its research and
development capabilities, its licensing strategy, its seed production processes
and distribution network. A separate diagram showed the capital structure of the
Origin Parties as of the date of the package, valuation calculations and
analysis, projected uses of the cash in Chardan's trust account subsequent to
the stock purchase and an organizational chart for Origin and the Origin
Operating Companies.

The Best of the Best information then gave a market overview that
described the Chinese seed crop market generally and how the Origin Operating
Companies fit into and compete within that market. The description showed Origin
to be engaged principally in corn seed production, but it also showed Origin
moving into cotton and other crop seeds, both as a diversification and an
expansion strategy. Depending on the market prices for crops, farmers will often
convert their land from production of one crop to another. The materials
described how Origin's plan to enter the cotton seed markets will enable it to
hedge against shifts in farmers' crop selection. It also provided information
regarding the geographical markets in which the Origin Operating Companies
compete within the PRC. A separate section detailed the nature of the seed
distribution process in the PRC and another examined the competitive and other
threats that the Origin Operating Companies face in conducting their business,
including market fluctuations and unfavorable weather.

The materials also contained an overview of the products of the Origin
Operating Companies, both current and those in development, and the permit
process that companies must go through to sell seeds in the PRC, including a
separate process for new hybrid seeds. The package made a specific point of
describing the Origin Operating Companies past and current approach and past
success in moving products through that permit process.

The materials contained a section describing the Origin Operating
Companies' business model. Among the elements in that business model are the
development of strong internal research and development, continued use of
licensed seed products, establishment of strong brand identity, reliance on an
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effective system of master and sub distributors to extend the reach of Origin
into the marketplace, a strong, value added customer service and technical
support component and the emphasis on print and other advertising to establish,
maintain and extend Origin's customer base.

A section on personnel examined the role of its principal executives,
including Dr. Han, who is the Executive Chairman, Mr. Yang, who has overall
operational responsibility and direct control over marketing, and Mr. Yuan,
whose responsibilities include infrastructure and public relations. The
information described in this section supports Chardan's board of directors'
determination that the Origin Operating Companies have an experienced and
talented management team, capable of continuing the success achieved in the
past.

A section on risk factors in the materials described the risks inherent
the business plan of the Origin Operating Companies. These risks are discussed,
among others, in the risk factors section of this proxy statement/prospectus.

A section in the Best of the Best information materials discussed the
history of Origin that showed a record of growth and a leverageable business
model, including rapidly increasing revenues, solid gross profit margins and,
controllable variable costs. This section also discussed the substantial
reinvestment in the business made by Origin through a strong research and
development effort, something that Origin considers to be important to its
future success.

Chardan's board of directors also reviewed a report prepared for
Chardan by Xing An Securities Co. Ltd., based in China, to prepare an overview
of the seed business in China, highlighting their thoughts on Origin's place
therein. This document corroborated Chardan's board of director's initial view
of the potential of the Origin Operating Companies.

44

Mr. Kerry Propper, a director and officer of Chardan, prepared for the
board of directors an analysis of the post-transaction value of the Origin
Operating Companies. He analyzed comparable companies in the seed/agricultural
markets, taking into account their relative market presences and cycle maturity.
He prepared a list of comparative price/earnings ratios of these companies and
compared them to the price/earnings of the Origin Operating Companies and their
anticipated price/earnings. The valuation for the future of the Origin Operating
Companies was based on many assumptions, including projected top-line sales,
assumed margins, and projected net income. Since there is little depreciation
and amortization in the company's history, taxes were eliminated. Capital
resources were taken into account, based on the capital of the company after the
acquisition and for income and reinvestment, and for the potential of exercise
of outstanding warrants of Chardan. Based on this analysis, Mr. Propper
concluded that comparatively speaking, the enterprise value of the Origin
Operating Companies, immediately after the acquisition, was favorable. On the
basis of the analysis, he concluded that the board of directors, from an
economic point of view, should consider the acquisition of the Origin Operating
Companies.

Chardan's board of directors also considered the methods by which a
foreign company may own and control the PRC companies that are newly organized
or are in restricted industries. In structuring the transaction and in preparing
the documentation, Chardan retained its own PRC counsel to advise it on the
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acquisition of stock that is subject to transfer restrictions. The methodology
of stock consignment agreements and technology service agreements is widely used
in these instances. The agreements were drafted by its PRC counsel and reviewed
by United States counsel. Although the agreements are initially control
arrangements, they provide for transfer of title in the future if and when the
restrictions 1lift, without any further consideration. Moreover, the consignment
agreements prevent the title holder from transferring the shares to another or
taking any action limiting the rights of Origin. The consignment agreement
freezes the ownership in the hands of the record/title owner, but gives the
consignee, Origin, all the incidents of beneficial ownership, including voting,
dividend, director nomination, management selection and every other right of
ownership other than record ownership. Record ownership is subject to the
directions of Origin so long as it is a permitted transfer and transferee under
PRC law. The stock purchase agreement provides for opinions of PRC counsel on
the validity and enforceability of all the agreements by the Origin Parties. On
the basis of its discussions with counsel and the similarity of the Origin
agreements to those used by other foreign owners, the Chardan board of directors
believed that the restrictions and use of stock consignment agreements was an
acceptable business strategy to obtain an acquisition opportunity in the PRC.

Satisfaction of 80% Test

It is a requirement that any business acquired by Chardan have a fair
market value equal to at least 80% of its net assets at the time of acquisition,
which assets shall include the amount in the trust account. Based on the
financial analysis of Origin generally used to approve the transaction, the
Chardan board of directors determined that this requirement was met. More
specifically, the board used a comparable price/earnings ratio analysis,
discounted cash flow analysis and asset valuation analysis and believes that, on
the basis of these methodologies, the fair market value of Origin substantially
exceeds 80% of the Chardan assets. Furthermore, just the value of the shares
forming a portion of the consideration being paid, which amount was negotiated
at arms-length, is well in excess of 80% of the Chardan assets. The Chardan
board of directors believes because of the financial skills and background of
several of its members, it was qualified to make these different analysis itself
and conclude that the acquisition of the Origin Operating Companies met this
requirement without recourse to an independent source.
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Conclusion of the Board of Directors

After careful consideration, Chardan's board of directors determined
unanimously that each of the stock purchase proposal, the redomestication merger
proposal and the stock option proposal is fair to and in the best interests of
Chardan and its stockholders. Chardan's board of directors has approved and
declared advisable the stock purchase proposal, the redomestication merger
proposal and the stock option proposal and unanimously recommends that you vote
or give instructions to vote "FOR" each of the proposals to adopt the stock
purchase proposal, the redomestication merger proposal, the stock option
proposal and the election of directors.

The foregoing discussion of the information and factors considered by
the Chardan board of directors is not meant to be exhaustive, but includes the
material information and factors considered by the Chardan board of directors.

Material U.S. Federal Income Tax Considerations of the Redomestication Merger
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The following discusses the material U.S. federal income tax
consequences of the redomestication merger to the Chardan stockholders who are
U.S. Holders. A United States Holder is: (i) a beneficial owner of Chardan
common stock that is a citizen or resident of the United States, a corporation,
partnership or other entity created or organized in or under the laws of the
United States or any political subdivision thereof, or an estate or trust that
is described in Section 7701 (a) (3) of the Code and (ii) holds the Chardan common
stock as a capital asset. This discussion is based on the United States Internal
Revenue Code of 1986, as amended, which we refer to as the Code, and Treasury
regulations promulgated thereunder.

Chardan expects that the redomestication merger will qualify as a
reorganization under the Code. No gain or loss will be recognized on the
exchange of the Chardan common stock held by Chardan's stockholders for stock of
Agritech, provided no holder of Chardan common stock owns 5% or more of the
stock of Agritech following the redomestication merger. The federal tax basis of
the shares of Agritech received by the holder of Chardan common stock in the
merger will be the same as the adjusted tax basis of such Chardan common stock
surrendered in exchange therefore. The holding period of the shares of Agritech
received in the redomestication merger by the holder of Chardan common stock
will include the period during which such Chardan common stock was held as a
capital asset on the date of the redomestication merger.

The foregoing U.S. federal income tax consequences is not affected by
the changes made to the Code by the American Jobs Creation Act of 2004 in the
treatment of domestic business entities which expatriate from the United States
to a foreign jurisdiction. These new provisions generally apply to the direct or
indirect acquisition of substantially all of the properties of a domestic
enterprise by a foreign corporation if there is at least 60% or 80% of
continuing share ownership in the successor foreign entity by the former U.S.
corporation's stockholders and substantial business activities are not conducted
in the jurisdiction in which such successor is created or organized. Under the
Chardan redomestication merger and the stock purchase agreement, following the
redomestication merger into Agritech, the holders of Chardan common stock will
own 32.5% of the shares of Agritech.

For United States federal income tax purposes, the gross amount of all
dividends paid with respect to Agritech shares out of current or accumulated
earnings and profit ("E&P") to a United States Holder generally will be treated
as foreign source ordinary income to such holder. United States corporations
that hold Agritech common stock will not be entitled to the dividends received
deduction available for dividends received from United States corporations. To
the extent a distribution exceeds E&P, it will be treated first as a return of
capital to the extent of the United States Holder's basis, and then as gain from
the sale of a capital asset.
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The conclusions expressed above are based on current law. Future
legislative, administrative or judicial changes or interpretations, which can
apply retroactively, could affect the accuracy of those conclusions. No rulings
have been or will be sought from the Internal Revenue Service concerning the tax
consequences of the transactions contemplated by the stock purchase agreement or
redomestication merger.
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The discussion does not address all of the tax consequences that may be
relevant to particular taxpayers in light of their personal circumstances or to
taxpayers subject to special treatment under the Code. Such taxpayers include
non-U.S. persons, insurance companies, tax-exempt entities, dealers in
securities, banks and persons who acquired their stock interests pursuant to the
exercise of employee options or otherwise as compensation.

BECAUSE OF THE COMPLEXITY OF THE TAX LAWS, AND BECAUSE THE TAX
CONSEQUENCES TO ANY PARTICULAR STOCKHOLDER MAY BE AFFECTED BY MATTERS NOT
DISCUSSED ABOVE, EACH STOCKHOLDER IS URGED TO CONSULT A TAX ADVISOR WITH RESPECT
TO THE SPECIFIC TAX CONSEQUENCES OF THE TRANSACTIONS CONTEMPLATED BY THE
REDOMESTICATION MERGER AND THE STOCK PURCHASE TO HIM, HER OR IT, INCLUDING THE
APPLICABILITY AND EFFECT OF STATE, LOCAL AND NON-U.S. TAX LAWS, AS WELL AS U.S.
FEDERAL TAX LAWS

Anticipated Accounting Treatment

The stock purchase will be accounted for as a capital transaction for
accounting and financial reporting purposes. Accordingly, for accounting
purposes, the stock purchase will be treated as the equivalent of Origin's
issuing stock for the net monetary assets of Chardan, accompanied by a
recapitalization. The net monetary assets of Chardan will be stated at their
fair value, essentially equivalent to historical costs, with no goodwill or
other intangible assets recorded. Under this method of accounting, Origin will
be the continuing entity for financial reporting purposes. The retained earnings
(deficit) of Origin will be carried forward after the stock purchase. Operations
prior to the stock purchase will be those of Origin and the Origin Operating
Companies.

Regulatory Matters

The stock purchase and the transactions contemplated by the stock
purchase agreement are not subject to the HSR or any federal or state regulatory
requirement or approval, except for filings necessary to effectuate the
transactions contemplated by the stock purchase proposal with the State of
Delaware and the British Virgin Islands.
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THE STOCK PURCHASE AGREEMENT

The following summary of the material provisions of the stock purchase
agreement is qualified by reference to the complete text of the stock purchase
agreement, a copy of which is attached as an annex to this proxy
statement/prospectus, and is incorporated by reference. All stockholders are
encouraged to read the stock purchase agreement in its entirety for a more
complete description of the terms and conditions of the stock purchase.

Structure of the Stock Purchase and Redomestication Merger

At the effective time of the stock purchase agreement, Chardan will be
merged with and into Agritech. Agritech will continue as the surviving company.
All of the stock of Chardan will be converted into the right to receive stock in
Agritech on a one-for-one basis. Thereafter, Agritech will purchase all the
common stock of Origin, a British Virgin Island corporation, for $10,000,000 and
10,000,000 shares of common stock, and the additional purchase price described
below. At the time that Origin is acquired by Agritech, Origin will acquire
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direct ownership and rights to control the stock of the Origin Operating
Companies, thus obtaining the seed development, distribution and licensing
operations in the PRC from the current owners.

Closing and Effective Time of the Stock Purchase

The closing of the stock purchase will take place promptly following
the satisfaction of the conditions described below under "The stock purchase
agreement--Conditions to the Stock Purchase," unless Chardan and the Origin
Parties agree in writing to another time.

Name; Headquarters; Stock Symbol
After completion of the stock purchase:

o the name of the combined company will be Origin Agritech Limited;

o the corporate headquarters and principal executive officers will be
located at 12 Shangdi Xinxi Lu, Haidian District, Zhongguancun
Development Building, Beijing, PRC, which is currently the Origin
Parties' corporate headquarters; and

o the combined company will cause the common stock, warrants and units
outstanding prior to the stock purchase, which are traded on the OTC
Bulletin Board, to continue trading on either the OTC Bulletin Board
or the Nasdag Stock Market. At the time of the closing, the symbol
will change to one determined by the management or board of
directors and the trading medium that is reasonably representative
of the corporate name or business of the combined company.

Purchase Price

At the closing, the Origin Stockholders and their designee, A Plus
Resources Limited, will be paid an aggregate of $10,000,000 in cash, using funds
held in the trust account, and will issue an aggregate of 10,000,000 shares of
Agritech common stock for all the outstanding common stock of Origin. Of the
cash portion of the purchase price, $250,000 will be held back for one year by
Agritech to secure certain indemnification obligations of the Origin
Stockholders. The balance of the funds in the trust account will be used for
operational expenses.

48

Additional purchase price payments will be made to the Origin
Stockholders and their designee of up to an aggregate of $15,000,000, if either
of the following occurs during any fiscal year of Agritech after the closing
date until December 31, 2008 (or June 30, 2009 if the fiscal year is changed to
a July 1-June 30 fiscal year) from funds generated from financing activities or
earnings as described below:

A. If Agritech receives at least $40,000,000 in gross proceeds
in additional financing as a result (i) of the call of the outstanding public
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warrants assumed by Agritech at the closing; (ii) Agritech's successful
completion of a follow-on offering; or (iii) a private investment into Agritech
by a strategic investor ("Financing Adjustment"), then Agritech will pay an
additional $15,000,000 to the Origin Stockholders and their designee; or

B. If Agritech generates net positive cash flow of $2,000,000
or more on a consolidated basis ("Earnings Adjustment"), then the Origin
Stockholders and their designee will be entitled to receive 75% of the net
positive cash flow up to a maximum of $7,500,000 per fiscal year and $15,000,000
in the aggregate.

In the event that both an Earnings Adjustment and a Financing
Adjustment occurs, the maximum aggregate amount to be paid to the Origin
Stockholders and their designee from one or both adjustments is $15,000,000.

As further additional purchase price, certain Origin Stockholders and
their designee will be issued an aggregate of 1,500,000 shares of common stock
of Agritech for each of the next four years, if on a consolidated basis,
Agritech generates after-tax profits (excluding after-tax operating profits from
any subsequent acquisition for securities that have a dilutive effect and before
the expenses of this transaction and director and employee option expense) of at
least the following amounts:

Year ending June 30, After Tax Profit
2006 $11,000,000
2007 $16,000,000
2008 $21,000,000
2009 $29,000,000

The designee, A Plus Resources Limited, a company formed under the laws
of the British Virgin Islands, is owned by Ms. Song Baoging, and provided
financial advice and investment banking services to the Origin Parties.

Representations and Warranties

The stock purchase agreement contains a number of generally reciprocal
representations and warranties that Origin, the Origin Stockholders and Chardan
made to each other. These representations and warranties relate, as applicable,
to:

o organization, standing, power;
o capital structure;
o authorization, execution, delivery, enforceability of the stock

purchase agreement;

o absence of conflicts or violations under organizational documents,
certain agreements and applicable laws or decrees, as a result of
the contemplated transaction, receipt of all required consents and

approvals;
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absence of certain changes or events since September 30, 2004;

litigation;

compliance with applicable laws;
absence of brokers;

absence of certain changes;
liabilities;

related party transactions;

licenses and permits; and

completeness and truthfulness of the information and provisions in

the stock purchase agreement.

Origin or the Origin Stockholders or both also make representations to
regarding:

accuracy of the information contained in the financial statements;

and absence of undisclosed liabilities;

labor relations and employee plans;

environmental liability;

taxes, tax returns and audits;

real and personal property and the title to and condition of
the absence of illegal or improper transactions;

the collectibility of accounts receivable;

the nature and condition of inventory;

the contract to which they are parties;

intellectual property rights;

non-real estate leases;

insurance;

the accuracy and completeness of books and records; and
litigation and certain settled litigation.
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assets;

The Origin Stockholders also make representations to Chardan regarding:

their acquisition of Agritech common stock being solely for their

own account;

their status as accredited investors;
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o the adequacy of the information they received regarding Chardan;

o the restricted nature of the securities that they will receive under
the stock purchase agreement; and

o the placement of legends on the certificates representing the
securities issued to them under the stock purchase agreement.

Chardan also makes representations to the Origin Parties regarding:

o filings with the SEC and the accuracy and completeness of the
information contained in those filings, including the financial
statements and the lack of undisclosed liabilities; and

o the amount of funds contained in the trust account.
Materiality and Material Adverse Effect

Many of the representations and warranties made by the Origin and the
Origin Stockholders are qualified by materiality or the use of the term
"material adverse effect." For the purposes of the stock purchase agreement, a
"material adverse effect" means a material adverse effect on the business,
financial condition or results of operations or prospects of Origin or the
Origin Operating Companies.

Several of the representations and warranties made by Chardan are
qualified by materiality. However, only Chardan's representation and warranty
related to the absence of litigation is qualified by the use of the term
"material adverse effect."

Interim Operations of Chardan and the Origin Parties

Interim Covenants relating to the Origin Parties. Under the stock
purchase agreement, each of Origin and the Origin Stockholders has agreed, as
applicable, to conduct business in the usual, regular and ordinary course, in
substantially the same manner as previously conducted. In addition to this
agreement regarding the conduct of business generally, subject to specified
exceptions, each of the Origin Parties has agreed that, except as otherwise
expressly permitted or required by the stock purchase agreement, it:

o will not declare, set aside or pay any dividends on, or make any
other distributions in respect of, any of their capital stock;

o will not pledge, sell, transfer, dispose or otherwise encumber or
grant any rights or interests to any others in the Origin stock or
the Origin Operating Companies stock;

o will not pledge, sell, transfer, lease dispose of or otherwise
encumber any property of assets of any Origin Operating Company,
other than in accordance with past practice or in the normal course
of business;
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o will not issue, deliver, sell or grant any shares of its capital
stock, any securities convertible into or exchangeable for, or any

options, warrants or rights to acquire, any shares of capital;

o will not make or agree to a general wage or salary increase or enter
into any employment contract, increase the compensation payable or
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to become payable to any officer or employee of any Origin Operating
Company or adopt or increase the benefits of any bonus, insurance,
pension or other employee benefit plan, payment or arrangement,
except for those increases consistent with past practices, normally
occurring as the result of regularly scheduled salary reviews and
increases, and except for increases directly or indirectly required
as a result of changes in applicable laws;

will not merge or consolidate with, or acquire all or substantially
all the assets of, or otherwise acquire, and other business
operations;

will not make any payments outside the ordinary course of business;

will not make any capital expenditures, except in accordance with
prudent business and operational practices consistent with prior
practice;

will provide Chardan with access to information regarding the
business of Origin and the Origin Operating Companies;

will maintain in effect insurance of the types and in the amounts
customarily acquired to protect the assets and business of the
Origin Operating Companies;

each Origin Stockholder will protect the confidential information of
Origin and the Origin Operating Companies that he has received in
the course of the negotiations;

each Origin Stockholder will refrain from competing with Origin or
the Origin Operating Companies;

will refrain from any discussions or negotiations with any other
party regarding the issuance of any capital stock or the sale or
transfer of any portion of the business of any Origin Operating
Company;

each Origin Stockholder will refrain from engaging in any
transaction involving the securities of Chardan;

will disclose certain material information that arises or comes to
be known between the date of the stock purchase agreement and the
date of the closing;

will use their best efforts to obtain all authorizations, consents,
orders and approvals that may be or become necessary for their
execution and delivery of, and the performance of their obligations
pursuant to, the stock purchase agreement;

each Origin Stockholder agrees that it has not acquired any rights
to and will not use any of the intellectual property of Origin or
the Origin Operating Companies;

each Origin Stockholder will pay any taxes that become due as a
result of the issuance to them of Agritech common stock;
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will do all things necessary to effectuate Origin's acquisition or
control of the Origin Operating Companies stock that Origin does not
already own;

will reorganize Origin as required by the stock purchase agreement;

will provide to Chardan such information as is necessary regarding
Origin and the Origin Operating Companies as 1s required under the
rules of the SEC for combination proxy statements; and

will provide to Chardan interim internal financial and management
reports regarding the conduct of the business of the Origin
Operating Companies.

Interim Covenants relating to Chardan. The stock purchase agreement,

among other

o

things, requires Chardan to:

conduct its business in the ordinary course, not sell or issue any
capital securities of Chardan, encumber any of the assets of Chardan
or incur any debt out of the ordinary course, not declare or pay any
dividend, or make any general wage increase;

not change its by-laws or articles;
call the stockholders meeting to which this proxy relates;
incorporate Agritech; and

cause the board of Agritech, at the time of closing, to consist of
nine persons, of which five persons will be nominated at the
suggestion of the Origin Parties (including Dr. Han and Messrs. Yang
and Yuan) and two persons will be Mr. Kerry Propper and one designee
of his (currently, Mr. Steven Urbach), and the remaining persons
will be selected on the basis of their complying with listing and
other legal requirements.

No Solicitation by Chardan

Except as described below, generally Chardan will not:

solicit, initiate or encourage the submission of any acquisition
proposal;

enter into any agreement with respect to any acquisition proposal;
or

participate in any discussions or negotiations regarding, or furnish
to any person any information with respect to, or take any other
action to facilitate any inquiries or the making of any proposal
that constitutes, or may reasonably be expected to lead to, any
acquisition proposal.

However, as provided under Delaware corporate law, 1f Chardan receives

a bona fide
may, before
information
participate
acquisition

written acquisition proposal which was not solicited by Chardan, it
the stock purchase agreement is adopted by its stockholders, furnish
regarding itself to the person making the acquisition proposal and
in discussions, but not negotiations, with the person regarding the
proposal, if:
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o the board of directors determines, in good faith that the
acquisition proposal constitutes or is reasonably likely to lead to
a superior proposal; and
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o the board of directors determines in good faith that failure to
submit such superior proposal to its stockholders would cause the
board of directors to violate its fiduciary duties to the
stockholders under applicable law.

If Chardan has received a superior proposal, Chardan has the right to
terminate the stock purchase agreement, based upon a determination in good
faith, based upon the advice of outside legal counsel, that the failure to
terminate is reasonably likely to result in the board of directors breaching its
fiduciary duty.

Chardan has agreed not to withdraw or modify, or propose to withdraw or
modify, in a manner adverse to the Origin Parties, the approval by its board of
directors of the stock purchase agreement or the stock purchase or the
recommendation by the board of directors of the transactions contemplated by the
stock purchase agreement.

No Solicitation by the Origin Parties
The Origin Parties have agreed not to:

o solicit, initiate or encourage discussions regarding or the
submission of any acquisition proposal;

o enter into any agreement with respect to any acquisition proposal;
or
o participate in any discussions or negotiations regarding, or furnish

to any person any information with respect to, or take any other
action to facilitate any inquiries or the making of any proposal
that constitutes, or may reasonably be expected to lead to, any
acquisition proposal.

The Origin Parties will cease immediately all discussions and
negotiations regarding any proposal that constitutes, or may reasonably be
expected to lead to an acquisition proposal. The Origin Stockholders have
acknowledged that they have already approved the stock purchase agreement and
that no modification will be effective to withdraw or revoke their approval of
the stock purchase agreement.

Chardan Stockholders' Meeting

Chardan has agreed to call and hold a meeting of its stockholders, as
soon as practicable after the date of the stock purchase agreement for the
purpose of seeking the approval of the stock purchase by its stockholders.
Chardan has also agreed that it will file all required proxy materials with the
SEC and, through its board of directors, recommend to its stockholders that they
approve and adopt the stock purchase proposal.

Access to Information; Confidentiality

Chardan and the Origin Parties will afford to the other party and its
representatives prior to completion of the stock purchase reasonable access
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during normal business hours to all of their respective properties and records
and will promptly provide to the other party a copy of each document filed
pursuant to the requirements of the securities laws the United States, and all
other information concerning its business, properties and personnel as the other
party reasonably requests. The information will be held in confidence to the
extent required by the provisions of the confidentiality agreement between the
two parties.
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Reasonable Efforts; Notification

Chardan and the Origin Parties have agreed that they will use all
reasonable efforts to take all actions, and to do all things necessary, proper
or advisable to consummate the stock purchase and the transactions contemplated
by the stock purchase agreement in the most expeditious manner practicable. This
includes:

o obtaining all necessary actions or non-actions, waivers, consents
and approvals from governmental entities and making all necessary
registrations and filings, including filings with governmental
entities, if any and taking all reasonable steps as may be necessary
to obtain an approval or waiver from, or to avoid an action or
proceeding by, any governmental entity;

o obtaining all necessary consents, approvals or waivers from third
parties;
o defending any lawsuits or other legal proceedings, whether judicial

or administrative, challenging the stock purchase agreement or any
other agreement contemplated by the stock purchase agreement or the
consummation of the stock purchase or other transactions
contemplated by the stock purchase agreement including seeking to
have any stay or temporary restraining order entered by any court or
other governmental entity vacated or reversed; and

o executing and delivering any additional instruments necessary to
consummate the stock purchase or other transactions contemplated by
the stock purchase agreement and to fully carry out the purposes of
the stock purchase agreement and the transaction agreements
contemplated by the stock purchase agreement.

The Origin Parties will give prompt notice to Chardan, and Chardan will
give prompt notice to the Origin Parties, of:

o any representation or warranty made by it or contained in the stock
purchase agreement that is not qualified as to materiality becoming
untrue or inaccurate in any respect or any representation or
warranty that is qualified by materiality becoming untrue or
inaccurate in any material respect; or

o the failure by it to comply with or satisfy in any material respect
any covenant, condition or agreement to be complied with or
satisfied by it under the stock purchase agreement.

However, no notification will affect the representations, warranties,
covenants or agreements of the parties or the conditions to the obligations of
the parties under the stock purchase agreement or the agreements contemplated
thereby as originally made. Accordingly, such notification may permit a
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termination of the stock purchase agreement.

Indemnification

The Origin Stockholders shall indemnify and hold harmless Agritech for
any damages, whether as a result of any third party claim or otherwise, and
which arise from or in connection with the breach of representations and
warranties and agreements and covenants of the Origin Parties. Agritech shall
indemnify and hold harmless each Origin Stockholder for any damages, whether as
a result of any third party claim or otherwise, and which arise from or in
connection with the breach of representations and warranties and agreements and
covenants of Chardan, which will be assumed by Agritech upon the redomestication
merger. Claims may be asserted once the damages exceed $50,000. Any
indemnification payments shall be deemed to be an adjustment to the purchase
price. There will be withheld $250,000 from the initial payment of $10,000,000
to be paid to the Origin Stockholders at the closing, for a period of 12 months,
to be available to satisfy, in whole or part, any claim under the
indemnification obligations of the Origin Stockholders.
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The determination to assert a claim for indemnification against the
Origin Stockholders for the benefit of Agritech will be determined by an
independent committee of the board of directors of Agritech. The independent
committee of the board of directors will consist of two persons, as selected by
the board of directors, none of whom is an officer or employee of Agritech and
its subsidiaries or is the direct or beneficial owner of 5% or more of the
voting capital stock of Agritech.

Expenses

Except as provided in the stock purchase agreement, all fees and
expenses incurred in connection with the stock purchase and the other
transactions contemplated by the stock purchase agreement will be paid by the
party incurring such expenses, whether or not the stock purchase is consummated.
The Origin Parties have agreed they have no right to claim or be paid any amount
from the Chardan trust account, except on consummation of the stock purchase
agreement.

Public Announcements

Chardan, on the one hand, and the Origin Parties, on the other hand,
have agreed:

o to consult with each other before issuing, and provide each other
the opportunity to review and comment upon, any press release or
other public statements with respect to the stock purchase and the
other transactions contemplated by the stock purchase agreement; and

o not to issue any press release or make any public statement prior to
this consultation, except as may be required by applicable laws or
court process.

Conditions to the Completion of the Acquisition

Consummation of the stock purchase is conditioned on the stockholders
of Chardan, at a meeting called for these purposes, (i) approving the stock
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purchase agreement and related transactions, and (ii) approving the merger of
Chardan into Agritech for the purpose of corporate reincorporation and
redomestication in the British Virgin Islands, which will include retention of
the Agritech name and an increase in the authorized capital of the current
company. The stockholders will also be asked to adopt a stock option and award
plan, but the stock purchase and redomestication transactions are not dependent
on the approval of this plan.

In addition, the stock purchase agreement is conditioned upon (i) no
order, stay, judgment or decree issued by any governmental authority preventing,
restraining or prohibiting in whole or in part, the consummation of the
transactions contemplated in the stock purchase agreement, (ii) execution and
delivery to each party of each of the various transaction documents, (iii)
delivery by each party to the other party of a certificate to the effect that
the representations and warranties of each party are true and correct in all
material respects as of the closing and all covenants contained in the stock
purchase agreement have been materially complied with by each party, and (iv)
receipt of necessary consents and approvals by third parties and completing
necessary proceedings.
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The obligations of Origin and each Origin Stockholder to consummate the
transactions contemplated by the stock purchase agreement also are conditioned
upon each of the following, among other things:

o Agritech will be an existing company under the laws of the British
Virgin Islands;

o Origin shall have entered into, effective as of the closing, the
employment agreements with the key executives, Dr. Han and Messrs.
Yang and Yuan, the forms of which are exhibits to the stock purchase
agreement; and

o disbursement of funds held in the trust account maintained for
Chardan.

The obligation of Chardan to consummate the transactions contemplated
by the stock purchase agreement also are conditioned upon each of the following,
among other things:

o the Origin Stockholders will have delivered the Origin stock;

o the stock consignment agreements and technology services agreements
will have been executed and delivered;

o at the closing, there will have been no material adverse change in
the assets, liabilities, financial condition or prospects of Origin,
the Origin subsidiaries or its business from that shown or reflected
in the financial statements of Origin at September 30, 2004 and as
to be described in the Chardan proxy statement, and between the date
of the stock purchase agreement and the closing date, there shall
not have occurred an event which, in the reasonable opinion of
Chardan would have a material adverse effect on Origin or the
subsidiaries of Origin;

o at the closing, Origin and its subsidiaries, on a consolidated basis
immediately prior to closing, will have not less than US $10,000,000

69



Edgar Filing: Origin Agritech LTD - Form S-4/A

in cash assets and will have short and long term debt only to the
extent arising in the ordinary course of business;

the information about Origin and its subsidiaries and its management
provided for inclusion in the Chardan proxy statement at the time of
its distribution and at the closing, will accurately reflect the
business, Origin, the Origin subsidiaries and the Origin
Stockholders, and not contain any untrue statement of a material
fact or omission; and

each of Dr. Han and Messrs. Yang and Yuan will have entered into the
form of voting agreement which is an exhibit to the stock purchase
agreement that provides for them to vote all of the shares of
Agritech over which they have direct or beneficial ownership and
voting authority in favor of Kerry Propper and one of Mr. Propper's
designees (currently Mr. Steven Urbach) as directors of Agritech for
a period of three years after the closing.

The obligation of the Origin Parties to consummate the transactions

contemplated by the stock purchase agreement are also conditioned upon each of
the following, among other things:

o

Termination

Chardan must have performed all its obligations and all of Chardan's
representations and warranties must be true and correct; and

the Origin Parties must have received an opinion, dated as of the
closing, from Guantao Law Firm, counsel to the Origin Parties.
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The stock purchase agreement may be terminated at any time, but not

later than the closing as follows:

o

by mutual written consent of Chardan and Origin;

by either party if the other party amends a schedule and such
amendment or supplement reflects a material adverse change in the
condition, operations or prospects of its business;

by either party if the closing has not occurred by August 1, 2005
(unless such terminating party is in breach of any of its material
covenants, representations or warranties);

by either party if the other party has breached any of its covenants
or representations and warranties in any material respect and has
not cured its breach within 10 business days of the notice of an
intent to terminate, provided that the terminating party is itself
not in breach;

by Origin, if the board of directors of Chardan (or any committee

thereof) shall have failed to recommend or withdraw or modify in a
manner adverse to Origin its approval or recommendation of the stock
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purchase agreement and any of the transactions contemplated thereby;

o by Chardan if its board of directors shall have determined in good
faith, based upon the advice of outside legal counsel, that failure
to terminate the stock purchase agreement 1is reasonably likely to
result in the board of directors breaching its fiduciary duties to
stockholders by reason of a pending, unsolicited, bona fide written
proposal for a superior transaction; or

o by either party if, at the Chardan stockholder meeting, the stock
purchase agreement and redomestication merger and the transactions
contemplated thereby shall fail to be approved and adopted by the
affirmative vote of the holders of Chardan's common stock, or 20% or
more of the shares sold in the initial public offering are presented
for conversion into the pro rata portion of the trust account in
accordance with the Chardan certificate of incorporation.

If the stock purchase agreement is terminated by Chardan for material
breach of a covenant, representation or warranty or material amendment to a
schedule of Origin, the Origin subsidiaries or Origin Stockholders, then the
Origin Stockholders will pay Chardan $1,000,000 upon termination of the stock
purchase agreement in lieu of any other right or remedy that the Chardan may
have against the other parties to the stock purchase agreement for such breach.
If the stock purchase agreement is terminated by Origin for a material breach of
a covenant, representation or warranty or material amendment to a schedule of
Chardan, or because the board of directors of Chardan fails to recommend or
withdraws or modifies its approval or recommendation of approval of the stock
purchase agreement, then Richard Propper, Kerry Propper, Jiangnan Huang, Li
Zhang, Dan Beharry and Steven Urbach (pro rata in relation to their initial
ownership in Chardan) will pay Origin $1,000, 000 upon termination of the stock
purchase agreement in lieu of any other right or remedy that Origin may have
against the other parties to the stock purchase agreement for such breach. The
$1,000,000 amount payable to the Origin Stockholders by the foregoing person
will be pro-rated based on their initial ownership of Chardan common stock. The
Origin entities have no right to damages from Chardan or Agritech and they have
no right to any amount held in the trust account, and they have agreed not to
make any claim against Chardan and Agritech that would adversely affect the
business, operations or prospects of Chardan and Agritech or the amount of the
funds held in the trust account.
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Effect of Termination

In the event of proper termination by either Chardan or the Origin
Parties, the stock purchase agreement will become void and have no effect,
without any liability or obligation on the part of Chardan or the Origin
Parties, except in connection with:

o the confidentiality obligations set forth in the stock purchase
agreement; and

o the provisions described above relating to certain payments to be
paid upon termination.
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Amendment

The stock purchase agreement may be amended at any time before or after
receipt of the approval from Chardan's stockholders. However, after receipt of
the approval from Chardan's stockholders, the parties may not, without further
stockholders' approval, amend the stock purchase agreement, in a manner that by
law requires further approval by the stockholders of Chardan. In addition, no
amendment will be binding on any of the parties unless such amendment made in
writing by all of them.

Extension; Waiver

At any time prior to the consummation of the stock purchase, Chardan
and the Origin Parties may extend the time for the performance of any of the
obligations or other acts, waive any inaccuracies in the representations and
warranties or waive compliance with any of the conditions. Any agreement on the
part of either Chardan or the Origin Parties to any such extension or waiver
will be valid only if set forth in an instrument in writing signed on behalf of
it. The failure of Chardan or the Origin Parties to assert any of its rights
will not constitute a waiver.

Employment Agreements

Each of Dr. Han and Messrs. Yuan and Yang will enter into a three-year
employment agreement with Origin. Dr. Han will be employed as the chairman and
chief executive officer, Mr. Yuan will be the executive vice chairman and Mr.
Yang will be president and chief operating officer. Each of the agreements
provide for an annual salary of $250,000 and a discretionary cash bonus based on
growth in Chardan's per-share value, achievement of growth and business targets,
satisfaction of company capital requirements and other criteria, as the
compensation committee determines. The executives will be entitled to insurance
benefits, five weeks vacation, a car and reimbursement of business expenses and,
if necessary, relocation expenses. The agreements will be terminable by Origin
for death, disability and cause. The executive may terminate for good reason,
which includes Chardan's breach, the executive not being a member of the board
of directors, and change of control. In the event of termination for good
reason, the executive will receive two years compensation and benefits. The
agreements contain provisions for the protection of confidential information and
a three-year—-after employment non-competition period within China. In the stock
purchase agreement, there is an additional non-competition agreement applicable
to these persons for the greater of five years after consummation or two years
after employment that includes Hong Kong and Taiwan, in addition to China.

Stock Consignment Agreement

The stock consignment agreements provide for the control of the shares
of the Origin Operating Companies, other than the Origin Biotechnology. The
reason for the agreement is that the shares of the initial stockholder of a
joint stock company formed under PRC law may not be transferred for three years
starting from the date of establishment of the incorporated company, and there
is an additional restriction on foreign investment in certain industries,
including seed production.
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The agreements give Origin the control of the shares subject thereto in
the three Origin Operating Companies. The agreements give Origin the right to
manage in all respects the shares held in title by the stockholder, including
all stockholder rights to call meetings of stockholders, to submit stockholder
proposals, to elect directors, to vote the shares on all matters and to exercise
all other rights of a stockholder in respect of the shares consigned. More
specifically, the consignment agreements include giving the right to select,
replace and increase the number of the directors, supervisors and recommend new
director and supervisor persons, and to exercise management rights, controlling
rights and decision-making power over the shares or the subject company. The
title holder of the shares has agreed not to interfere with Origin's exercise of
its rights and to cooperate fully and promptly to permit Origin to exercise its
authority over the consigned shares. This includes all limitations on the
ability of the consignee to transfer or dispose of the shares to someone other
than Origin, give guarantees using the shares, consign the shares to another,
alter the ownership proportion in any way, dispose of any rights in the
ownership of the shares, and agree to any debt or restructuring of the shares.
Origin has the right to take all action in respect of the consigned shares to
avoid any damage or infringement of its rights, including in the event of the
consigning stockholder's bankruptcy. Origin, under the agreements, has all the
property rights in the consigned shares, including the profits, interests,
dividends, bonuses and residue assets. If, in the future, any stock subject to
the consignment agreements can be legally transferred to Origin, without further
action or payment by Origin, it shall be transferred to Origin in whole or in
part for no additional consideration to the consigning stockholder. All the
stockholder's stock is subject to the agreement. The agreement is subject to
force majeure limitations. The term of the agreement is initially three years,
but is automatically renewed indefinitely until both Origin and the consignee
agree to terminate. There is no unilateral right of termination, except in the
event of a breach in which event the non-breaching party may cancel the
consignment agreement after notice and a reasonable cure period. The consigning
stockholder has warranted its authority to enter into the agreement and that
Origin has the sole rights under the consignment agreement to the shares. The
agreement is binding on the heirs of the respective consigning stockholder.

The import of the stock consignment agreements is that Origin, and
subsequently Agritech, may consolidate the Origin Operating Companies whose
shares are subject to stock consignment agreements in the manner of wholly and
majority owned subsidiaries and enjoy the economic benefits of such
subsidiaries. The stock consignment agreement is subject to enforceability and
limitations of the laws and rules of PRC. The consignee may not transfer the
consignment agreement, except as permitted by PRC law, such that the consignee
cannot do indirectly what the title owner cannot do directly. However, Agritech
may transfer its interest in Origin without limitation from the PRC law relating
to restrictions on the consigned shares. If there is non-performance by the
stockholder or unenforceability of some or all of the agreement, Origin and
Agritech may loose the benefits of the agreements and suffer severe economic
loss and right. No assurance can be given that a foreign company will be able to
enforce their rights vis—a-vis a PRC citizen, and Chardan is not aware of any
cases where these types of stock consignment agreements have been interpreted by
PRC courts. Notwithstanding the foregoing, PRC counsel to the Origin Parties and
PRC counsel to Chardan have indicated in writing that these agreements are
enforceable under current PRC law, noting, however, that none of these kinds of
agreements have yet been subject to judicial review or interpretation. The
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consignment agreement provides that if there is any interpretation of the terms
by a PRC court, the agreement should be construed in such a way as to give
Origin as much of the full and actual ownership and full beneficial rights and
benefits of the consigned stock as is possible, so as to approximate full
ownership under all applicable law. In the event that the consignment agreement
is not enforced or is terminated because of a breach by Origin that is not
cured, the right to the stock would be lost and the economic rights would be
terminated. Such a termination would not terminate the technology assignment
agreements, so notwithstanding the termination of a consignment agreement, the
technology and intellectual property would continue to be owned by Origin. Also,
the termination of one stockholder's consignment agreement does not cause the
termination of any of the other consignment agreements, so it would only result
as a reduction in consigned shares under Origin's control.
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The following is a table of the parties to the consignment agreements:

% of Sha

Consigned Stock Consigning Owner Consign
Beijing Origin Han Gengchen 34.4%
Yang Yasheng 28.67

Yuan Liang 25.8%

Zhao Yuping 3.99

Zhang Weidong 3.13

Chen Weicheng 1.96

97.96¢6

Changchun Origin Beijing Origin 99.0%
Han Gengchen 1.0%

100.0%

Henan Origin Beijing Origin 90.0%
Zhang Yingli 4.1%

Yang Yasheng 3.86

97.96¢6

Technology Service Agreements

As part of the reorganization of the Origin Operating Companies, all of
the intellectual property rights of Beijing Origin, Changchun Origin and Henan
Origin are being transferred to Origin Biotechnology pursuant to technology
service agreements, dated December 25, 2004. The purpose of this was to permit
the better management and licensing of the intellectual property. Under the
technology agreements, Origin Biotechnology will provide technical research and
production and distribution services for the seeds produced by the group. These
services will include support in the research and development of agricultural
seeds, analysis of breeding technologies, environment and feasibility
suggestions, technical tutorials and breeding field supervision, market analysis
and seed promotion, insect prevention and technical education to distributors
and farmers. The term is for an initial three years, but it is automatically
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renewed unless both parties agree to a termination. The fees payable among the
Origin Operating Companies is variable depending on differing formulae for
different categories of seeds. Generally, the fees will be as follows: 1.20 Yuan
RMB per kilogram of corn sold by the party receiving the technical services; 6
Yuan RMB per kilogram of rice sold by the party receiving the technical service
and 12 Yuan RMB per kilogram of cotton sold by the party receiving the technical
services. The fees will be confirmed and paid at the end of each growing season.

Officers of the Combined Company

After the consummation of the stock purchase, the board of directors
will appoint the following executive officers:

o Gengchen Han as the Chairman and Chief Executive Officer,
o Yasheng Yang as President and Chief Operating Officer,
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o Liang Yuan as Executive Vice Chairman, and
o Dr. Richard Propper, Vice President, Corporate Development.

Voting Agreement

Dr. Han and Messrs. Yang and Yuen have agreed that for three years
after the closing of the stock purchase, they will vote or cause to be voted all
of their shares of common stock in Agritech for Mr. Kerry Propper and one
nominee designated (currently Mr. Steven Urbach) by Mr. Propper as directors of
Agritech.

CHARDAN REDOMESTICATION MERGER

General

Chardan is reincorporating in the British Virgin Islands and in that
process changing its name and corporate documents and affecting a new board of
directors. The redomestication merger is an obligation under the stock purchase
agreement with the Origin Parties.

We believe that the reincorporation in the British Virgin Islands (BVI)
will give the continuing company more flexibility and simplicity in wvarious
corporate transactions. We also believe that being reincorporated in the BVI
will facilitate and reduce the costs of any further reorganization of the Origin
Operating Companies and permit the creation and acquisition of additional
companies in China as the business of Origin expands. We believe that the
reincorporation will reduce taxes and other costs of doing business by Agritech
in the future because its operations will be in China after the acquisition. The
BVI has adopted an International Business Companies Act that allows for flexible
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and creative corporate structures for international businesses. Further, BVI
international business companies are wholly exempt from BVI tax on their income.
As part of the reincorporation, Chardan's corporate name will be that of the
surviving company, "Origin Agritech Limited."

The full texts of the Plan of Merger and the Memorandum and Articles of
Association of Agritech are set forth in annexes to this proxy
statement/prospectus. The discussion of these documents and the comparison of
rights set forth below are qualified in their entirety by reference to those
annexes.

Adoption of the Redomestication Merger

The board of directors has approved the reincorporation plan and
redomestication merger and recommends that the stockholders of Chardan approve
it.

The affirmative vote of the holders of a majority of the shares
outstanding of Chardan is required for approval of the reincorporation plan and
redomestication merger. Abstentions and broker non-votes will have the effect of
a vote against the proposal.

The reincorporation plan will not be implemented if the stock purchase
agreement is not approved or the stock purchase is not consummated. The stock
purchase will not be consummated if Chardan does not reincorporate in the BVI.

The board of directors unanimously recommends a vote "FOR" the approval
of the reincorporation plan and redomestication merger.
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Plan of Reincorporation and Redomestication Merger

The reincorporation will be achieved by the merger of Chardan, a
Delaware company, with and into Agritech, a BVI corporation, which is wholly
owned by Chardan at this time, with Agritech being the surviving entity. The
Memorandum of Association and the Articles of Association, the equivalent of a
certificate of incorporation and bylaws of a United States company, of the
surviving company will be those of Agritech, written in compliance with BVI law.
The effectiveness of the reincorporation and the merger is conditioned upon the
filing by both Chardan and Agritech of a certificate of merger with the State of
Delaware and articles of merger with the BVI. Upon the filing of these
documents, Chardan will cease its corporate existence in the State of Delaware.

At the time of the redomestication merger, one new share of Agritech
will be issued for each outstanding share of common stock of Chardan held by our
stockholders on the effective date for the reincorporation. Each share of
Agritech that is owned by Chardan will be canceled and resume the status of
authorized and unissued Agritech common stock. The Chardan shares no longer will
be eligible to trade on the over-the-counter bulletin board market. The shares
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of Agritech will be eligible to trade in their place beginning on or about the
effective date of the reincorporation under a new CUSIP number and trading
symbol. The symbol will be assigned if the market will be the OTCBB or will be
as determined with the approval of Nasdag if that is were the shares will trade
upon consummation of the stock purchase.

Your percentage ownership of Chardan will not be affected by the
reincorporation. As part of the stock purchase transaction, however, there will
be the issuance of additional shares of common stock as partial consideration
for the Origin Companies. As part of the reincorporation, Agritech will assume
the outstanding warrants of Chardan on the same terms as currently issued. In
addition, Agritech will assume all outstanding obligations of Chardan and
succeed to those benefits enjoyed by Chardan. The business of Chardan, upon the
reincorporation and the acquisition of the Origin Companies will become that of
Origin.

Replacement of the current stock certificate of Chardan after the
redomestication merger will not be necessary. DO NOT DESTROY YOUR CURRENT STOCK
CERTIFICATES IN THE CHARDAN NAME. The issued and outstanding stock certificates
of Chardan will represent the rights that our stockholders will have in
Agritech. Stockholders, however, may submit their stock certificates to our
transfer agent, Continental Stock Transfer and Trust Company, 17 Battery Place,
New York, New York 10004 (212-509-4000) for new certificates, subject to normal
requirements as to proper endorsement, signature guarantee, if required, and
payment of applicable taxes.

If you have lost your certificate, you can contact our transfer agent
to have a new certificate issue. You may be requested to post a bond or other
security to reimburse us for any damages or costs if the lost certificate is
later delivered for sale or transfer.

Management of Agritech

The directors of Agritech will be nine persons. These will be Dr.
Gengchen Han and Messrs. Yasheng Yang, Liang Yuan, Bailiang Zhang, Da Fang
Huang, Kerry Propper, Steven Urbach, Michael D. Chermak and Remo Richli. The
officers of Agritech will be Dr. Han and Messrs. Yang, and Yuan. See "Directors
and Management of the Combined Company following the Stock Purchase."

Dr. Han and Messrs. Yang and Yuan will be employed pursuant to written
employment agreements described above.
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Appraisal Rights

If the redomestication merger occurs, the Chardan stockholders who do
not vote in favor of the redomestication merger have the right to demand in cash
the fair value of their Chardan shares (exclusive of any element of value
arising from the accomplishment or expectation of the merger) instead of taking
the surviving corporation common stock. Holders of options or warrants to
purchase Chardan common stock do not have any appraisal rights.
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Chardan common stock will not be converted into surviving corporation
common stock if the holder of the shares validly exercises and perfects
statutory appraisal rights with respect to the shares. When and if the holder of
those shares withdraws the demand for appraisal or otherwise becomes ineligible
to exercise appraisal rights, the shares will automatically convert into shares
of the surviving corporation common stock on the same basis as the other shares
that convert in the redomestication merger.

To perfect the appraisal right, stockholders must not vote in favor of
the redomestication merger and then mail or deliver a written demand for
appraisal, before the taking of the vote on the merger at the special meeting of
Chardan stockholders. This written demand must be separate from any written
consent or vote against approval of the redomestication merger. Voting against
approval of the redomestication merger or failing to vote on the proposal will
not constitute a demand for appraisal within the meaning of Section 262 of the
Delaware General Corporations Law. The written demand should be delivered to:

Chardan China Acquisition Inc./Origin Agritech Limited
625 Broadway, Suite 1111

San Diego, CA 92101

Attention: Dr. Richard Propper

A written demand for appraisal of the Chardan shares is only effective
if it reasonably informs Chardan of the identity of the stockholder and that the
stockholder demands appraisal of his, her or its shares. Accordingly, the
written demand for appraisal should specify the stockholder's name and mailing
address, the number of shares of Chardan stock owned and that the stockholder is
thereby demanding appraisal.

A dissenting stockholder who is the record owner, such as a broker, of
Chardan stock as a nominee for others, may exercise a right of appraisal with
respect to the common stock held for one or more beneficial owners, while not
exercising such right for other beneficial owners. In that case, the record
stockholder should specify in the written demand the number of shares as to
which the stockholder wishes to demand appraisal. If the written demand does not
expressly specify the number of shares, Chardan will assume that the written
demand covers all the shares of Chardan common stock that are in the nominee's
name.

It is important that Chardan receive all written demands promptly as
provided above. Failure to comply with any of these conditions will result in
the stockholder only being entitled to receiving the shares of Agritech in the
redomestication merger.

Dissenting stockholders must not approve the redomestication merger. If
a dissenting stockholder votes in favor of the merger, the stockholder's right
to appraisal will terminate, even if the stockholder previously filed a written
demand for appraisal. A vote against approval of the redomestication merger is
not required in order to exercise appraisal rights.
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Dissenters must continuously hold their shares of Chardan common stock
from the date they make the demand for appraisal through the closing of the
redomestication merger. Record holders of Chardan common stock who make the
appraisal demand, but subsequently sell their shares of common stock prior to
the merger will lose any right to appraisal in respect of the sold shares.
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Within 120 days after the effective date of the merger, either the
surviving corporation or any stockholder who has complied with the conditions of
Section 262 may file a petition in the Delaware Court of Chancery demanding that
the Chancery Court determine the fair value of the shares of stock held by all
the stockholders who are entitled to appraisal rights. Neither Chardan nor the
surviving corporation has any intention at this time of filing this petition.
Because the surviving corporation has no obligation to file this petition, if no
dissenting stockholder files this petition within 120 days after the closing,
the dissenting stockholder may lose its rights of appraisal.

A dissenting stockholder who no longer wishes to exercise appraisal
rights must withdraw the holder's demand for appraisal rights within 60 days
after the effective date of the redomestication merger. A stockholder also may
withdraw a demand for appraisal after 60 days after the effective date of the
merger, but only with the written consent of the surviving corporation. If a
stockholder effectively withdraws a demand for appraisal rights, the stockholder
will receive the merger consideration provided in the redomestication merger.

If the stockholder is in compliance with the demand requirements, its
is entitled to receive from the surviving corporation a statement setting for
the aggregate number of shares for which appraisal has been demanded and the
aggregate number of stockholders making the demand. To obtain this statement,
the stockholder must make a written demand to the surviving corporation within
120 days after the effective date of the redomestication merger. The surviving
corporation must make the statement before the later of (i) the 10th day after
receiving such request or (ii) the 10th day after the period win which demand
for appraisal rights must be made has expired.

If a Chancery Court proceeding is commenced by a dissenting
stockholder, the surviving corporation has 20 days to provide the court with the
names of dissenting stockholders with which it has not settled a claim for
appraisal. The court may then send notice of a hearing to all the stockholders
demanding appraisal rights, and then conduct a hearing to determine whether the
stockholders have fully complied with Section 262 and their entitlement to the
appraisal rights under that section. The court may require deposit of the stock
certificates of dissenting stockholders with the court. A dissenting stockholder
who does not follow this requirement may be dismissed from the proceeding.

The Chancery Court will determine the value of the shares. To determine
the fair value, the court will consider all relevant factors, and will exclude
any appreciation or depreciation due to the anticipation or accomplishment of
the redomestication merger. Whether or not an investment banking firm has
determined that the merger is fair is not an opinion that the merger
consideration is fair value under Section 262. Upon determination of the wvalue,
the surviving corporation will be ordered to pay that value, together with
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simple or compound interest as the court directs. To receive payment, the

dissenting stockholders must surrender their stock certificates to the surviving

corporation.

The costs of the appraisal proceeding may be assessed against the
surviving corporation and the stockholders as the court determines.

Differences of Stockholder Rights

Upon the completion of the reincorporation, the memorandum (as amended)

and articles of association of Agritech will become the governing documents of
the surviving corporation. Although the corporate statutes of Delaware and the
British Virgin Islands are similar, certain differences exist. The most
significant differences, in the judgment of the management of Chardan are
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summarized below. Stockholders should refer to the annexes of the memorandum (as

amended) and articles of association and to the Delaware corporate law and
corporate law of the British Virgin Islands, including the International
Business Company's Act ("IBCA") to understand how these laws apply to Chardan
and Agritech and may affect you. Under the British Virgin Islands law, holders
of a company's stock are referred to as members, as opposed to stockholders,
which reference is carried through in the table.

Provision Chardan

21 million shares of which 20
million are shares of common

Authorized Capital

and

stock, $.0001 par value per share
shares,
and 1 million are shares of
preferred stock, par value $.0001
per share
Stated in United States dollars
Changes in capital generally
require stockholder approval

Par Value

Preferred (Preference) Shares
to

Directors may fix the

designations, powers,
preferences, rights,
qualifications, limitations and
restrictions by resolution
Shares of capital stock of
Chardan to be registered shares
To engage in any lawful act not
prohibited by law

Registered Shares

Purpose of Corporation

61 million sh
million are o

1 million are

each with a p
per share

No par value
Changes in ca
upon resoluti
directors

Same as Chard

the memorandu

Same as Chard

Same as Chard
prohibition o
certain busin
the BVI (i.e.
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Amendment of Certificate of
Incorporation

Registered Office

Islands
Transfer Agent
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Provision

Voting Rights

by a

present

Redemption of Equity

Stockholder/Member consent

Notice Requirements for
Stockholder/Member Nominations and
a

Other

member

Proposals

company

Requires stockholder vote and,
except in limited circumstances,
by the board of directors

9 East Loockerman Street
Kent County
Dover, Delaware

Continental Stock Transfer &
Trust Company

Chardan

Common stock: one share, one
vote on all matters before the
holders of the common stock
Other classes of equity may have

voting rights as assigned to them

by the board of directors or as
approved by stockholders
Directors elected by plurality,
all other matters either by
majority of issued and
outstanding or majority of those
present and entitled to vote as
specified by law

Shares may be repurchased or
otherwise acquired, provided the
capital of the company will not
be impaired by the acquisition

Company may hold or sell treasury

shares

Permitted as required for a vote
at a meeting

In general, to bring a matter
before an annual meeting or to

nominate a candidate for

director, a stockholder must give

notice of the proposed matter or
nomination not less than 60 days
and not more than 90 days prior
to public disclosure of the date
of annual meeting

insurance and
businesses)
Requires vote
being a perso
shares, or as
IBCA 1984 by
directors and
P.O. Box 173
Kingston Chan
Road Town,
Tortola, Brit

Same as Chard

Same as Chard
Directors ele
as provided i
articles; all

majority of t

and entitled

Same as Chard

Same as Chard

To bring a ma
annual meetin

candidate for
must give not
of not less t
more than 60
If the member

proposal on a
nominating a
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than

given

business

the
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Provision

Meetings of Stockholders/Members -

any

Presence

Meeting of Stockholder/Member — Notice
Meeting of Stockholders/Members - Call

of Meeting
holding

an

to

short

Meeting of Stockholders /Members— Place
the

or

Meeting of Stockholders/Members - Quorum

In the event that less than 70

days notice or prior public
disclosure of the date of the

meeting is given or made to
stockholder, to be timely, the
notice must be received by the

company no later than the close
of business on the 10th day

following the day on which such
notice of the date of the meeting
was mailed or public disclosure
was made, whichever first occurs

Chardan

In person or by proxy or other
appropriate electronic means

Not less than 10 days or more
than 60 days

Regular and annual meetings shall

be called by the directors.

Special meetings may be called
only by majority of board of

directors, chief executive
officer or by a majority of the

issued and outstanding capital

stock entitled to vote

Within or without Delaware

Majority of the capital stock
issued and outstanding and

director and

40 days notic
disclosure of

or made to me
timely, must
later than th

on the 10th G
day on which

date of the n
or such publi
made.

In person or

teleconferenc
persons can h
Not less than
maximum limit
Meetings may
directors or

50 percent of
votes. The a

annual meetin
for the elect

be called by
Meetings on s

called upon w
of all the me
shares entitl
of the total
entitled to v

notice
Within or out

directors con
desirable

One-half of t
shares of eac
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Meeting of Stockholders/Members -
Record Date

Directors - Election
Directors - Term
68
Provision
Directors - Removal
for
vote
to
by
Directors - Vacancy
the
Directors — Number
Directors - Quorum and Vote Requirements
of
or

Directors - Managing Director

entitled to vote at meeting.
Meeting may be adjourned for up
to 30 days without additional
notice to stockholders.

As fixed by the directors, no
more than 60 days and no less
than 10 days before the meeting.
If not fixed, the day before
notice of meeting is given

By the stockholders as entitled
by their terms, including the
holders of common stock
Staggered board of three classes;
for terms of three years

Chardan

By the stockholders for cause

May be filled by majority of

remaining directors (unless they
are the result of the action of
stockholders) and newly created
vacancies may be filled by
majority of remaining directors
Unless established by certificate
of incorporation, as determined
by board of directors, but not
less than one

A majority of the entire board.

The affirmative vote of a

majority of directors present at
a meeting at which there is a
quorum constitutes action by the
board of directors

Not applicable

entitled to v
for such time
determine.

As fixed by t

By the member
their terms,
holders of co
Annual term

By resolution
cause or with

of the member
66-2/3 of the

vote or the d
reason on a r

all the other
from meetings
without leave
death or inca
May be filled

board of dire

Same as Chard

One-half of t
directors, pr

by alternate,
are only two
then a quorum
directors
Provision for
select one or
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to

board

not

Directors - Powers

Directors - Committees
Provision

Directors - Consent Action

Director - Alternates
alternate

who

vote
the

Directors - Appoint Officers
the

Director - Limitation of Liability
good

in

from
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All powers to govern the
corporation not reserved to the
stockholders

Directors may establish one or
more committees with the
authority that the board
determines

Chardan

Directors may take action by
written consent of all directors,
in addition to action by meeting

Not permitted

Directors appoint the officers of

the corporation, subject to the
by-laws, with such powers as they
determine

Directors liability is limited,

except for (i) breach of loyalty,
(ii) act not in good faith or
which involves international
misconduct or a knowing violation
of law, (iii) willful violation
of law in respect of payment of

dividend or redeeming shares, or
(iv) actions in which director
receives improper benefit

be managing d
for special r
assign such p

determines so

a power that
approval
Same as Chard

Same as Chard

By written cc
manner as if
persons, by d
alternate

Directors may
instrument, a

who need not

may attend me
absence of th

and consent i

directors
Same as Chard

memorandum

Duty to act h

faith with a
interests of
exercise care
skill of a re
person acting
circumstances

the memorandu

agreement may
director, off
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articles

Director - Indemnification Insurance

70

Provision

Amendments to Organizational Documents
and

by

Sale of Assets
the

Dissenters Rights
IBCA

value

Indemnification Of Officers And Directors

Company may purchase insurance in
relation to any person who is or
was a director or officer of the
company

Chardan

Amendments must be approved by

the board of directors and by a
majority of the outstanding stock

entitled to vote on the
amendment, and if applicable, by
a majority of the outstanding
stock of each class or series
entitled to vote on the amendment
as a class or series. By-laws
may be amended by the
stockholders entitled to vote at
any meeting or, if so provided by
the certificate of incorporation,
by the board of directors

The sale of all or substantially

all the assets of the company
requires stockholder approval
Provision is made under Delaware

corporate law to dissent and

obtain fair value of shares in
connection with certain corporate
actions that require stockholder
approval or consent

As indicated in the comparison of charter provisions, a director,
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officers or agents from personal liability arising from the management of the
business of the company. Notwithstanding the foregoing, Section 57 of the
International Companies Ordinance of 1984 of the British Virgin Islands may
indemnify directors, officers and agents against all expenses, including legal
fees and judgments, fines and settlements, in respect of actions related to
their employment. The stock purchase agreement provides indemnification in
respect of the representations, warranties and covenants of the parties, some of
which may relate to the securities laws of the United States. There are no
agreements that relieve directors, officer or agents from personal liability.
Agritech is permitted and intends to obtain director and officer insurance.

Insofar as indemnification for liabilities arising under the Securities
Act of 1933, as amended, may be permitted to directors, officers or persons
controlling the registrant pursuant to the foregoing provisions, Agritech and
Chardan have been informed that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy, as expressed in the
Securities Act of 1933,as amended, and is, therefore, unenforceable.
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Defenses Against Hostile Takeovers

While the following discussion summarizes the reasons for, and the
operation and effects of, the principal provisions of Agritech's Memorandum (as
amended) and Articles of Association that management has identified as
potentially having an anti-takeover effect, it is not intended to be a complete
description of all potential anti-takeover effects, and it is qualified in its
entirety by reference to the full texts of Agritech's Memorandum and Articles of
Association.

In general, the anti-takeover provisions of Agritech's Memorandum and
Articles of Association are designed to minimize susceptibility to sudden
acquisitions of control that have not been negotiated with and approved by
Agritech's board of directors. As a result, these provisions may tend to make it
more difficult to remove the incumbent members of the board of directors. The
provisions would not prohibit an acquisition of control of Agritech or a tender
offer for all of Agritech's capital stock. The provisions are designed to
discourage any tender offer or other attempt to gain control of Agritech in a
transaction that is not approved by the board of directors, by making it more
difficult for a person or group to obtain control of Agritech in a short time
and then impose its will on the remaining stockholders. However, to the extent
there provisions successfully discourage the acquisition of control of Agritech
or tender offers for all or part of Agritech's capital stock without approval of
the board of directors, they may have the effect of preventing an acquisition or
tender offer which might be viewed by stockholders to be in their best
interests.

Tender offers or other non-open market acquisitions of stock will
generally be made at prices above the prevailing market price of Agritech's
stock. In addition, acquisitions of stock by persons attempting to acquire
control through market purchases may cause the market price of the stock to
reach levels that are higher than would otherwise be the case. Anti-takeover
provisions may discourage such purchases, particularly those of less than all of
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Agritech's stock, and may thereby deprive stockholders of an opportunity to sell
their stock at a temporarily higher price. These provisions may therefore
decrease the likelihood that a tender offer will be made, and, if made, will be
successful. As a result, the provisions may adversely affect those stockholders
who would desire to participate in a tender offer. These provisions may also
serve to insulate incumbent management from change and to discourage not only
sudden or hostile takeover attempts, but also any attempts to acquire control
that are not approved by the board of directors, whether or not stockholders
deem such transactions to be in their best interest.

Stockholder Meetings. British Virgin Island law provides that
stockholder meetings shall be convened by the board of directors upon the
written request of stockholders holding more than 50% of the votes of the
outstanding voting shares of the company. Agritech's Articles of Association
provide that annual stockholder meetings for the election of directors may be
called only by the directors.

Number of Directors and Filling Vacancies on the Board of Directors.
British Virgin Island law requires that the board of directors of a corporation
consist of one or more members and that the number of directors shall be set by
the corporation's Articles of Association. Agritech's Articles of Association
provide that the number of directors shall be not less than one, subject to any
subsequent amendment to change the number of directors. The power to determine
the number of directors is vested in the board of directors. The power to fill
vacancies, whether occurring by reason of an increase in the number of directors
or by resignation, is vested primarily in the board of directors. Directors may
be removed by the members only for cause or without cause on a vote of the
members representing 66-2/3 of the shares entitled to vote.

Election of Directors. Under British Virgin Island law, there is no
cumulative voting by stockholders for the election of the directors. The absence
of cumulative voting rights effectively means that the holders of a majority of
the stock voted at a stockholders meeting may, if they so choose, elect all
directors of Agritech, thus precluding a small group of stockholders from
controlling the election of one or more representatives to the board of
directors.
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Advance Notice Requirements for Nomination of Directors and
Presentation of New Business at Meetings of Stockholders; Action by Written
Consent. The Agritech Articles of Association will provide for advance notice
requirements for stockholder proposals and nominations for director. Generally,
to be timely, notice must be delivered to the secretary of Agritech at its
principal executive offices not fewer than 30 days nor more than 60 days prior
to the first anniversary date of the annual meeting for the preceding year.
Special meetings may be called by Agritech's board of directors or by
stockholders comprising 50% of the combined voting power of the holders of the
then outstanding shares entitled to vote. These provisions make it more
procedurally difficult for a stockholder to place a proposal or nomination on
the meeting agenda or to take action without a meeting, and therefore may reduce
the likelihood that a stockholder will seek to take independent action to
replace directors or seek a stockholder vote with respect to other matters that
are not supported by management.

Federal Income Tax Consequences of the Reincorporation
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Chardan believes that, for federal income tax purposes, no gain or loss
will be recognized by Chardan, Agritech or the stockholders of Chardan who
receive Agritech common stock for their Chardan common stock in connection with
the reincorporation and redomestication merger. The adjusted tax basis of each
whole share of Agritech common stock receives by a Chardan stockholder as a
result of the reincorporation and redomestication merger will be the same as the
stockholder's aggregate adjusted tax basis in the shares of Chardan common
stock. A stockholder who holds Chardan common stock will include in his holding
period for the Agritech common stock that he receives his holding period for the
Chardan common stock.

State, local or foreign income tax consequences to stockholders may
vary from the federal income tax consequences described above, and STOCKHOLDERS
ARE URGED TO CONSULT THEIR OWN TAX ADVISOR AS TO THE CONSEQUENCES TO THEM OF THE
REINCORPORATION UNDER ALL APPLACIBLE TAX LAWS.

Transfer of Agritech Securities Upon Death of Holder

Because Agritech is a BVI company, the transfer of the securities of
Agritech, including the common stock and warrants, for estate administration
purposes will be governed by BVI law. This may require that the estate of a
decedent security holder of Agritech seek to probate or transfer under letters
of administration for the estate issued by a court in the BVI. Agritech has
attempted to modify this requirement by inserting in its Articles of Association
a provision that permits the board of directors to decide whether or not to
permit decedent transfers based on estate documentation from jurisdictions other
than the BVI, more in accordance with United States practice, without any action
having to be taken in the BVI. The board of directors intends to follow this
procedure. There is no assurance that this will result in an enforceable
transfer. The board of directors will be fully indemnified for its actions in
this regard pursuant to the Articles of Association.
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CHARDAN 2005 PERFORMANCE EQUITY PLAN

Background

Effective as of December 7, 2004, the Chardan board of directors
approved by unanimous written consent the "2005 Performance Equity Plan,"
subject to stockholder approval. The plan reserves 1,500,000 shares of Chardan
common stock for issuance in accordance with the plan's terms. The purpose of
the stock option plan is to enable Chardan to offer its employees, officers,
directors and consultants whose past, present and/or potential contributions to
Chardan have been, are or will be important to the success of Chardan, an
opportunity to acquire a proprietary interest in Chardan. The various types of
incentive awards that may be provided under the stock option plan will enable
Chardan to respond to changes in compensation practices, tax laws, accounting
regulations and the size and diversity of its business.

There are approximately 400 persons who will be eligible to be granted

88



Edgar Filing: Origin Agritech LTD - Form S-4/A

awards, including directors, officers and employees of the Origin Operating
Companies and Origin and Agritech. No allocations of shares that may be subject
to awards have been made in respect of the executive officers or any other
group. All awards will be subject to the recommendations of management and the
compensation committee and approval by the board of directors or the stock
option committee.

A summary of the principal features of the stock option plan is
provided below, but is qualified in its entirety by reference to the full text
of the stock option plan which is attached to this proxy statement/prospectus as
an annex.

Shares Available

The stock option plan reserves 1,500,000 shares of common stock for
awards. If Chardan's stockholders approve this proposal, the total number of
shares of common stock available for issuance under the stock option plan will
be subject to the adjustments described below.

Administration

The plan is administered by our compensation committee. Under the plan,
the compensation committee has full authority, subject to the provisions of the
plan, to award any of the following, either alone or in tandem with each other:

o stock options;

o stock appreciation rights;
o restricted stock;

o deferred stock;

o stock reload options; and
o other stock-based awards.

Subject to the provisions of the plan, the compensation committee
determines, among other things, the persons to whom from time to time awards may
be granted, the specific type of award to be granted, the number of shares
subject to each award, share prices, any restrictions or limitations on the
awards, and any vesting, exchange, deferral, surrender, cancellation,
acceleration, termination, exercise or forfeiture provisions related to the
awards. The interpretation and construction by the compensation committee of any
provisions of, and the determination by the compensation committee of any
questions arising under, the plan or any rule or regulation established by the
compensation committee pursuant to the plan is final and binding on all persons
interested in the plan.
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Stock subject to the plan
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The plan authorizes a total of 1,500,000 shares of common stock to be
granted as awards under the plan. In order to prevent the dilution or
enlargement of the rights of holders under the plan, our compensation committee
may determine whether or not to adjust the terms of the awards or the number of
shares reserved for issuance under the plan in the event of any stock split,
reverse stock split, stock dividend payable on our shares of common stock,
combination or exchange of shares, or other extraordinary event occurring after
the grant of an award. Shares of our common stock that are awarded under the
plan may be either treasury shares or authorized but unissued shares. Treasury
shares are those purchased or acquired by us from a stockholder or in the public
market. If any award granted under the plan is forfeited or terminated, the
shares of common stock reserved for issuance pursuant to the award will be made
available for future award grants under the plan. The committee may not grant to
any one holder options to purchase more than 300,000 shares of common stock in
any one calendar year in the aggregate under the plan.

Eligibility

Subject to the provisions of the plan, awards may be granted to key
employees, officers, directors and consultants who are deemed to have rendered
or are able to render significant services to us or our subsidiaries and who are
deemed to have contributed or to have the potential to contribute to our
success. Incentive stock options may only be awarded to individuals who are our
employees at the time of grant. Notwithstanding the foregoing, an award may be
granted to an individual in connection with his or her hiring or retention, or
at any time on or after the date he or she reaches an agreement with us, either
oral or in writing, with respect to his or her hiring, even though it may be
prior to the date he or she first performs services for us or our subsidiaries.
However, no portion of any award of this nature can vest prior to the date that
the individual first performs the services he or she was hired or retained to
perform.

Types of awards

Options. Under the plan, our compensation committee may award to
participants stock options that:

o are intended to qualify as "incentive stock options" within the
meaning of Section 422 of the Code; or

o are not intended to be so qualified.

Incentive stock options may only be awarded to our employees and those
of our subsidiaries. To the extent that any stock option intended to qualify as
an incentive stock option does not so qualify it will constitute a non-incentive
stock option.

Our compensation committee will fix the term of each stock option.
However, an incentive stock option may be granted only within the ten-year
period commencing from the effective date of the plan and may only be exercised
within ten years from the date of grant, or five years from the date of grant in
the case of a participant who at the time the stock option is granted owns more
than 10% of the total combined voting power of all of our classes of voting
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securities.
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The exercise price of stock options granted under the plan will be
determined by our compensation committee at the time of the grant, but in no
event will the price be less than the fair market value of the underlying common
stock on the last trading day prior to the date the stock option is granted.
However, the exercise price of an incentive stock option granted to a 10%
stockholder will not be less than 110% of the fair market value of the shares on
the last trading day prior to the date the stock option is granted. The number
of shares covered by incentive stock options which may be exercised by
participants in any year cannot have an aggregate fair market value in excess of
$100,000, measured at the date of grant.

The compensation committee will determine the terms and conditions of
stock options and when they will become exercisable. Any requirement that
options be exercised in installments may be waived in whole or in part by the
compensation committee.

Payment of the exercise price may be made in cash, in shares of our
common stock owned by the participant, in a combination of the two, or
otherwise, as reflected in the applicable award agreement. Additionally, the
compensation committee may permit a participant to elect to pay the exercise
price by irrevocably authorizing a third party to sell shares of common stock,
or a sufficient portion of the shares, acquired upon exercise of the stock
option and pay to us a sufficient portion of the sale proceeds to pay the entire
exercise price and any tax withholding resulting from the exercise. A
participant has no rights as a stockholder with respect to the shares of our
common stock underlying a stock option granted under the plan until shares are
actually issued upon exercise of the stock option.

If the employment of a participant who is an employee of ours or a
subsidiary of ours is terminated by reason of the participant's death or
disability, any stock option held by the participant will automatically
terminate except that any vested portion of the option may be exercised by the
disabled participant, or by his legal representative or legatee, as the case may
be, for a period of one year or a greater or lesser period as may be specified
by the compensation committee in the grant, from the date of the death or
disability, or until the expiration of the exercise period for the stock option,
which ever is shorter.

Unless otherwise provided in the grant of a stock option, if a
participant's employment with us or any of our subsidiaries is terminated for
any reason other than due to death or disability, the participant's stock option
will automatically terminate. However, if the participant's employment is
terminated without cause or due to retirement on or after the age of 65, then
the portion of his or her stock option which has vested as the date of
termination may be exercised:

o for three months after termination or for the balance of the stock
option's exercise period, which ever is shorter; or
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o for a greater or lesser period as may be specified by the
compensation committee in the grant.

Stock appreciation rights. Under the plan, our compensation committee
may grant stock appreciation rights to participants who have received stock
options. A stock appreciation right entitles the holder to surrender to us all
or a portion of a stock option in exchange for a number of shares of our common
stock determined by multiplying the excess of the fair market value per share of
our common stock on the exercise date over the exercise price per share by the
number of shares subject to the stock option and then dividing it by the fair
market value of the common stock on the date the stock appreciation right is
exercised. In the case of an incentive stock option, a stock appreciation right
may only be granted simultaneously with the grant of the underlying incentive
stock option. In the case of non-incentive stock option, a stock appreciation
right may be granted at or after the time of the grant of the underlying
non-incentive stock option. A stock appreciation right will terminate upon
termination or exercise of the related stock option. Upon exercise of a stock
appreciation right, the underlying stock option will be deemed to have been
exercised, and the related shares of our common stock will no longer be
available for issuance under the plan.
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Restricted stock. Our compensation committee may award shares of our
common stock which are subject to restrictions as the compensation committee may
determine in addition to, or in lieu of, other awards granted to participants
under the plan. The compensation committee will determine at the time of the
award, the period during which the award may be subject to forfeiture and the
vesting schedule of the shares under the award. A participant will have the
right to vote the restricted stock granted to him and to receive dividend
payments distributed on the shares in the form of cash or cash equivalents.
However, during the time that restricted stock is subject to forfeiture and
until the restricted stock is fully vested, we will retain custody of the stock
certificate representing the restricted shares and will retain custody of all
distributions, other than payment of dividends in cash or in cash equivalents,
made or declared with respect to the restricted stock. If the participant
breaches the terms or conditions set forth in the plan or in the award agreement
pertaining to the restricted stock award, or if the restricted stock otherwise
does not vest, then the participant will forfeit the award of restricted stock
and any distributions which were retained by us relating to the restricted
stock.

Deferred stock. Our compensation committee may award shares of our
common stock to be received at the end of a specified deferral period and upon
satisfaction of any other applicable restrictions, terms and conditions provided
for in the grant of the award. Any deferred stock that does not vest will be
forfeited. Deferred stock awards granted under the plan may not be sold,
exchanged, assigned, transferred, pledged, encumbered or otherwise disposed of
other than to us the applicable deferral period. A participant will not have any
rights as a stockholder by virtue of the award of deferred stock until the
expiration of the applicable deferral period and the issuance by of a stock
certificate evidencing the award of the deferred stock. A participant may
request that the compensation committee defer issuance of an award of deferred
shares for an additional specified period, subject to certain conditions.
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Stock reload options. Our compensation committee may grant to a
participant, concurrently with the grant of an incentive stock option, and at or
after the time of grant in the case of a non-incentive stock option, an option
covering a number of shares up to the amount of shares of our common stock held
by the participant for at least six months and used to pay all or part of the
exercise price of an option, and any shares withheld by us as payment for
withholding taxes. Any stock reload option will have an exercise price equal to
the fair market value of our common stock as of the date of grant of the stock
reload option. Unless otherwise provided in the stock reload option grant, a
stock reload option may be exercised commencing one year after it is granted and
will expire on the date of expiration of the stock option to which the reload
option is related.

Other stock-based awards. Our compensation committee may award other
stock-based awards, subject to limitations under applicable law, in addition to,
or in lieu of, other awards granted to participants under the plan. These other
stock-based awards are payable in, valued in, or otherwise based on, or related
to, our shares of common stock. These other stock-based awards may be in the
form of the right to purchase shares of our common stock which are not subject
to any restrictions or conditions, convertible or exchangeable debentures or
other rights convertible into shares of our common stock, as well as awards
valued by reference to the value of securities of, or the performance of, one of
our subsidiaries. Subject to the terms of the plan, the compensation committee
has complete discretion to determine the terms and conditions of other
stock-based awards. Other stock-based awards may be awarded either alone, in
addition to, or in tandem with any other awards under the plan or any other plan
in effect.
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Accelerated Vesting and Exercisability

Unless otherwise provided in the grant of an award, if any "person," as
is defined in Sections 13(d) and 14(d) of the Securities and Exchange Act of
1934, as amended ("Exchange Act"), is or becomes the "beneficial owner," as
referred in Rule 13d-3 under the Exchange Act, directly or indirectly, of our
securities representing 50% or more of the combined voting power of our then
outstanding voting securities in one or more transactions, and our board of
directors does not authorize or approve the acquisition, then the vesting
periods with respect to options and awards granted and outstanding under the
plan will be accelerated and will immediately vest, and each participant of an
option and award will have the immediate right to purchase and receive all
shares of our common stock subject to the option and award in accordance with
the terms set forth in the plan and in the corresponding award agreements.

Unless otherwise provided in the grant of an award, the compensation
committee may, in the event of an acquisition of substantially all of our assets
or at least 50% of the combined voting power of our then outstanding securities
in one or more transactions, including by way of merger or reorganization, which
has been approved by our board of directors, accelerate the vesting of any and
all stock options and other awards granted and outstanding under the plan.

Repurchases
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Unless otherwise provided in the grant of an award, the compensation
committee may, in the event of an acquisition of substantially all of our assets
or at least 50% of the combined voting power of our then outstanding securities
in one or more transactions, including by way of merger or reorganization, which
has been approved by our board of directors, require a holder of any award
granted under the plan to relinquish the award to us upon payment by us to the
holder of cash in an amount equal to the fair market value of the award or $0.01
per share for awards that are out-of-the money.

Forfeitures

Unless otherwise provided in the grant of an award, if a participant's
employment with us or a subsidiary of ours is terminated for any reason and
within 12 months of the termination, the person either:

o accepts employment with any competitor of, or otherwise engages in
competition with, our business;

o solicits any of our or our subsidiaries' customers or employees to
do business with or render services to the person or any business
with which the person becomes affiliated or to which the person
renders services; or

o discloses to anyone outside our company or uses any of our or our
subsidiaries' confidential information or material in violation of
our policies or any agreement between the person and us or any of
our subsidiaries,

the compensation committee may require the participant to return to us the
economic value of any award which was obtained by the participant during the
period beginning six months prior to the date the participant's employment with
us was terminated. Unless otherwise provided in the grant of an award, if a
participant is terminated for cause, the compensation committee may require that
the participant return to us the economic value of any award which was obtained
by the participant during the six month period.
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Withholding taxes

We may withhold, or require participants to remit to us, an amount
sufficient to satisfy any federal, state or local withholding tax requirements
associated with awards under the plan. If permitted by our compensation
committee, tax withholding may be settled with shares of our common stock,
including shares that are part of the award that gives rise to the withholding
requirement.

Awards of stock appreciation rights, deferred shares, performance
shares and performance units under the plan may, in some cases, result in the
deferral of compensation that is subject to the requirements of Code Section
409A. To date, the U.S. Treasury Department and Internal Revenue Service have
issued only preliminary guidance regarding the impact of Code Section 409A on
the taxation of these types of awards. Generally, to the extent that deferrals
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of these awards fail to meet certain requirements under Code Section 409A, such
awards will be subject to immediate taxation and tax penalties in the year they
vest unless the requirements of Code Section 409A are satisfied. It is the
intent of the Company that awards under the 2005 Plan will be structured and
administered in a manner that complies with the requirements of Code Section
409A.

Agreements; Transferability

Stock options, stock appreciation rights, restricted stock, deferred
stock, stock reload options and other stock-based awards granted under the plan
will be evidenced by agreements consistent with the plan in a form as prescribed
by the compensation committee. Neither the plan nor agreements evidencing awards
under the plan confer any right to continued employment upon any holder of a
stock option, stock appreciation right, restricted stock, deferred stock, stock
reload option or other stock-based award. Further, except as:

o expressly provided in the plan,
o expressly provided in the grant of an award, or
o discussed above with respect to the transferability of stock options

in certain limited exceptions,

all agreements will provide that the right to exercise stock options, receive
restricted stock after the expiration of the restriction period or deferred
stock after the expiration of the deferral period, receive payment under other
stock-based awards, or exercise a stock appreciation right cannot be transferred
except by will or the laws of descent and distribution.

Stock options may not be assigned or transferred by a participant
except by will or by the laws of descent and distribution, and during the
lifetime of a participant, the stock options may only be exercisable by the
person to whom it was granted, or, to the extent of legal incapacity or
incompetency, the participant's guardian or legal representative.
Notwithstanding the foregoing, with the approval of the compensation committee,
a participant may transfer a stock option:

o by gift, for no consideration, or pursuant to a domestic relations
order, in either case, to or for the benefit of the participant's
immediate family; or

o to an entity in which the participant or members of the
participant's immediate family own more than fifty percent of the
voting interest, in exchange for an interest in that entity.
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Additionally, the transfer will be subject to any additional limits that the
compensation committee may establish and the execution of any documents that the
compensation committee may require. If a transfer of this nature is made, the
transferee shall remain subject to all the terms and conditions applicable to
the stock option prior to the transfer.
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Term and amendments

The plan will terminate when there are no awards outstanding and when
no further awards may be granted, provided that incentive options may only be
granted until December 7, 2014. Our board of directors has the right to amend,
suspend or discontinue any provision of the plan, provided that the action may
not adversely affect awards previously granted between a participant and us
without the participant's consent.

Federal income tax consequences

The following discussion of the federal income tax consequences of
participation in the plan is only a summary of the general rules applicable to
the grant and exercise of stock options and other awards and does not give
specific details or cover, among other things, state, local and foreign tax
treatment of participation in the plan. The information contained in this
section is based on present law and regulations, which are subject to being
changed prospectively or retroactively.

Incentive stock options

Participants will recognize no taxable income upon the grant or
exercise of an incentive stock option. The participant will realize no taxable
income when the incentive stock option is exercised if the participant has been
an employee of our company or our subsidiaries at all times from the date of the
grant until three months before the date of exercise, one year if the
participant is disabled. The excess, if any, of the fair market value of the
shares on the date of exercise of an incentive stock option over the exercise
price will be treated as an item of adjustment for a participant's taxable year
in which the exercise occurs and may result in an alternative minimum tax
liability for the participant. We will not qualify for any deduction in
connection with the grant or exercise of incentive stock options. Upon a
disposition of the shares after the later of two years from the date of grant or
one year after the transfer of the shares to a participant, the participant will
recognize the difference, if any, between the amount realized and the exercise
price as long-term capital gain or long-term capital loss, as the case may be,
if the shares are capital assets.

If common stock acquired upon the exercise of an incentive stock option
is disposed of prior to the expiration of the holding periods described above:

o the participant will recognize ordinary compensation income in the
taxable year of disposition in an amount equal to the excess, if
any, of the lesser of the fair market value of the shares on the
date of exercise or the amount realized on the disposition of the
shares, over the exercise price paid for the shares; and

o we will qualify for a deduction equal to any amount recognized,
subject to the limitation that the compensation be reasonable.

In the case of a disposition of shares earlier than two years from the date of
the grant or in the same taxable year as the exercise, where the amount realized
on the disposition is less than the fair market value of the shares on the date
of exercise, there will be no adjustment since the amount treated as an item of
adjustment, for alternative minimum tax purposes, is limited to the excess of
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the amount realized on the disposition over the exercise price, which is the
same amount included in regular taxable income.
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Non-Incentive stock options

With respect to non-incentive stock options:

o upon grant of the stock option, the participant will recognize no
income provided that the exercise price was not less than the fair
market value of our common stock on the date of grant;

o upon exercise of the stock option, if the shares of common stock are
not subject to a substantial risk of forfeiture, the participant
will recognize ordinary compensation income in an amount equal to
the excess, if any, of the fair market value of the shares on the
date of exercise over the exercise price, and we will qualify for a
deduction in the same amount, subject to the requirement that the
compensation be reasonable; and

o we will be required to comply with applicable federal income tax
withholding requirements with respect to the amount of ordinary
compensation income recognized by the participant.

On a disposition of the shares, the participant will recognize gain or
loss equal to the difference between the amount realized and the sum of the
exercise price and the ordinary compensation income recognized. The gain or loss
will be treated as capital gain or loss if the shares are capital assets and as
short-term or long-term capital gain or loss, depending upon the length of time
that the participant held the shares.

If the shares acquired upon exercise of a non-incentive stock option
are subject to a substantial risk of forfeiture, the participant will recognize
ordinary income at the time when the substantial risk of forfeiture is removed,
unless the participant timely files under the Code, Section 83 (b), to elect to
be taxed on the receipt of shares, and we will qualify for a corresponding
deduction at that time. The amount of ordinary income will be equal to the
excess of the fair market value of the shares at the time the income is
recognized over the amount, if any, paid for the shares.

Stock appreciation rights

Upon the grant of a stock appreciation right, the participant
recognizes no taxable income and we receive no deduction. The participant
recognizes ordinary income and we receive a deduction at the time of exercise
equal to the cash and fair market value of common stock payable upon the
exercise.

Restricted stock

A participant who receives restricted stock will recognize no income on
the grant of the restricted stock and we will not qualify for any deduction. At
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the time the restricted stock is no longer subject to a substantial risk of
forfeiture, a participant will recognize ordinary compensation income in an
amount equal to the excess, if any, of the fair market value of the restricted
stock at the time the restriction lapses over the consideration paid for the
restricted stock. A participant's shares are treated as being subject to a
substantial risk of forfeiture so long as his or her sale of the shares at a
profit could subject him or her to a suit under Section 16(b) of the Exchange
Act. The holding period to determine whether the participant has long-term or
short-term capital gain or loss begins when the restriction period expires, and
the tax basis for the shares will generally be the fair market value of the
shares on this date.

A participant may elect under Section 83 (b) of the Code, within 30 days
of the transfer of the restricted stock, to recognize ordinary compensation
income on the date of transfer in an amount equal to the excess, if any, of the
fair market value on the date of transfer of the shares of restricted stock, as
determined without regard to the restrictions, over the consideration paid for
the restricted stock. If a participant makes an election and thereafter forfeits
the shares, no ordinary loss deduction will be allowed. The forfeiture will be
treated as a sale or exchange upon which there is realized loss equal to the
excess, 1if any, of the consideration paid for the shares over the amount
realized on such forfeiture. The loss will be a capital loss if the shares are
capital assets. If a participant makes an election under Section 83(b), the
holding period will commence on the day after the date of transfer and the tax
basis will equal the fair market value of shares, as determined without regard
to the restrictions, on the date of transfer.
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On a disposition of the shares, a participant will recognize gain or
loss equal to the difference between the amount realized and the tax basis for
the shares.

Whether or not the participant makes an election under Section 83 (b),
we generally will qualify for a deduction, subject to the reasonableness of
compensation limitation, equal to the amount that is taxable as ordinary income
to the participant, in its taxable year in which the income is included in the
participant's gross income. The income recognized by the participant will be
subject to applicable withholding tax requirements.

Dividends paid on restricted stock which is subject to a substantial
risk of forfeiture generally will be treated as compensation that is taxable as
ordinary compensation income to the participant and will be deductible by us
subject to the reasonableness limitation. If, however, the participant makes a
Section 83 (b) election, the dividends will be treated as dividends and taxable
as ordinary income to the participant, but will not be deductible by us.

Deferred stock

A participant who receives an award of deferred stock will recognize no
income on the grant of the award. However, he or she will recognize ordinary
compensation income on the transfer of the deferred stock, or the later lapse of
a substantial risk of forfeiture to which the deferred stock is subject, if the
participant does not make a Section 83 (b) election, in accordance with the same
rules as discussed above under the caption "Restricted stock."
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Other stock-based awards

The federal income tax treatment of other stock-based awards will
depend on the nature and restrictions applicable to the award.

INFORMATION ABOUT THE ORIGIN PARTIES
Business of Origin

General

State Harvest Holdings Limited (referred to as Origin), is a British
Virgin Islands holding company was established on October 6, 2004. On December
25, 2004, it entered into stock consignment agreements for the control of the
Origin Operating Companies, other than Origin Biotechnology of which it owns
100% of the outstanding stock. Through the control of the four Origin Operating
Companies, it will conduct operations in the field of hybrid crop seed
development, production and distribution through its subsidiaries, which are

Beijing Origin Seed Limited ("Origin Seed"), Changchun Origin Seed Technology
Development Limited, Henan Origin Cotton Technology Development Limited and
Beijing Origin State Harvest Biotechnology Limited ("Origin Biotechnology"), the

technology—-intellectual property holding and licensing company. All of the
Origin Operating Companies are organized under the laws of the PRC.
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The first Origin Operating Company formed was Origin Seed, which was
founded in Beijing in 1997 and began operations in 1998. The initial operations
consisted of licensing existing proprietary hybrid corn seeds for development
and production and initial commercial distribution of its first hybrid corn
seed, YuYu 22. Although Origin has continued to license hybrid seeds from
others, it is increasingly relying on its own proprietary hybrid seed varieties
which it began to develop in 1998. In 2003, it began commercial distribution of
0S 19, the first of Origin's products to be entirely internally developed.

The Chinese Crop Seed Market

The Chinese agricultural sector is primarily made up of small land
holdings. Typically, farms are family owned and tend to be small, on average
just 0.2 hectors (about 0.5 acres). Origin estimates that there are
approximately 200,000,000 peasant family farms in China. The Chinese farms are
currently providing the majority of the food that is consumed in China.
Increasingly, corn is becoming an important crop in China because it has a
number of uses, including as livestock feed and a source of fuel in the nature
of ethanol.
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Origin believes that the Chinese agricultural seed industry can be
characterized as fragmented, generally served by small, local seed suppliers.
These seed companies typically developed as part of the local county
governmental structure, designed to provide service and support to local farmers
prior to China's more recent drive toward modernization and a market economy.
They are, in a true sense, extensions of the government bureaucracy. As a
result, these local seed suppliers tend to be small, inefficient, resistant to
or lacking the resources to pursue innovation and technology and, since they are
government run, not very profitable. Their products tend to be based on those
varieties of crops that have been grown in their respective locales for years,
or even decades. Rarely is there much upgrading of the quality of the seeds and
varietals by these local seed suppliers.

Improved seed products have been generally available in China through
large multinational suppliers, the largest being Pioneer International, Monsanto
and Sygenta, and each having established operations in China some time ago.
However, management has observed that these large companies tend to operate in a
manner typical of western-style agribusiness, where customers are large
corporations themselves with extensive in-house technical staffs to select seeds
and develop cultivation methods that maximize yields. Success for them depends
on making sales to a relative few accounts that do not require a high level of
technical support. Management believes that the traditional Western agribusiness
model does not work well in China, where small family farms continue to
predominate. As a result, it does not appear that the multinational seed
companies have penetrated the Chinese market to any appreciable extent.

Origin was founded with a business strategy that would meet what it
believes to be the needs of Chinese farmers. That business strategy consisted of
the following elements:

(1) Reliance on proprietary seed products, initially licensed and
increasingly internally developed, to deliver superior value to customers and
establish barriers to competition;

(1ii) Devising a process for obtaining regulatory approvals for new crop
seeds (a Chinese legal requirement) that has proven efficient and effective;

(iii) Establishing a broad network of farmers in several regions to
participate in the seed development process and to produce crop seeds for
commercial distribution once approval is received;

(iv) Creating an effective distribution system using a relatively small
network of primary distributors, only one in each county with exclusive
territories, with which it can deal directly and efficiently which, in turn,
develop their own secondary distribution network to reach out directly to the
family farmers. This distribution network is not only a means for securing and
fulfilling orders, but it acts as a conduit for Origin's marketing and technical
support activities.
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(v) Origin relies on a number of marketing activities to retain
existing customers and attract new ones. These marketing activities include:

- a demonstration program that provides technical assistance
to customers regarding the correct seed choice and proper cultivation methods;

- television advertising and a newsletter published three
times per year that reaches nearly 2 million seed customers and provides them
with information on the benefits of Origin's products and the techniques for
maximizing yields;

- a database of over 1 million customers that Origin uses to
keep repeat sales at a high level, an important component of revenue growth.

(vi) Origin delivers customer service and technical support to assist
customers throughout the growing season for its products. Customers can contact
Origin through a dedicated call center that handles up to 6,000 calls per day.
Field service representatives are dispatched within 48 hours of a customer's
request for help.

This business model and strategy has proven effective. Origin has
increased its annual revenues by an annual average of more than 30% over the
three year period of fiscal 2002 through fiscal 2004. Management believes that
it will increase revenues for fiscal 2005. This estimate is based on the fact
that Origin receives orders with deposits well in advance of the next year's
growing season, which enables it to calculate demand and make estimates of its

sales volume and revenue. Generally, Origin seed products carry a premium price.

Several factors enable Origin to obtain the higher price, including what it
believes to be superior quality of the seeds, which superiority is based on
higher crop yield factors and disease and drought resistance of its seeds.
Origin seeds currently provide dealers a higher profit margin, therefore,
management finds that they tend to more actively promote Origin products in the
market place.

Origin Represents a Consolidation Opportunity in a Fragmented Market

Origin believes that the global hybrid seed market is largely
controlled by Monsanto, Pioneer International and Sygenta; however, there does
not appear to be a market leader in China at this time. The Chinese seed market
has many suppliers. Management believes that eight companies control less than
25% of the market. Management believes that most of the seed companies,
especially the small and government-affiliated ones, are generally, poorly run
and have no motivation to expand geographically. Management also believes that
their product is generally neither uniform nor up to international standards.
Origin believes that, in the future, it is likely that these companies will
discontinue seed production and become distributors for the larger, better
capitalized and quality oriented seed companies, like Origin.
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Intellectual Property Base

Origin has a growing portfolio of its own seed hybrids and varieties,
some of which are subject to Chinese patents. Origin considers its proprietary
products and patents to be important to its business. The basis for a patent on
a seed is the use of DNA fingerprinting. The presence of a DNA fingerprint
enables identification of the seed and can be used to determine if others are
infringing on the patent. Origin also uses additional measures of
identification, including holographic coding of each bag of seed, to limit
infringement and support enforcement of its rights. Farmers can call the
technical support line to verify the code, ensuring the seed is a genuine Origin
product. Operators note each time a code is verified, negating the possibility
of a counterfeiter repeatedly using the same number. Origin receives as many as
6,000 phone calls per day for technical assistance and code verification. The
patented seeds are as follows:
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Patent Name of Patent Patent Number Proprietor of Patent
Design Patent Packing bag ZL 993 14865.4 Beijing Origin Seed
to
Limited
Invention Patent A method of producing ZL 02146510.X Beijing Origin Seed
to
hybrid corn seed Limited

Henan Agriculture
University

In addition, the Origin Operating Companies have seven trademarks that
have been registered in the PRC, which registrations cover periods expiring
between 2009 through 2015. These trademarks include names and artwork and are
used in connection with all their seed products and packaging.

Origin launched its first proprietary product in 2003 after six years
of research and development. In 2004, Origin delivered four new proprietary corn
seeds and one cottonseed products. With its research, breeding system and
management, Origin is planning to introduce approximately 40 new proprietary
products into the government testing and approval cycle in the calendar years
2005 through 2008. The testing and approval process takes three full years.
Currently, Origin has seven products in the third and last year of the testing
and approval cycle, 16 products in the second and 23 products in the first.

In addition to the development of its own proprietary seeds, Origin
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licenses the distribution of seeds developed by independent research and
development institutions which have no commercialization ability or distribution
channels of their own. Currently, Origin licenses 14 varieties of corn and two
varieties of cotton seed. Under the typical license agreement, one of the Origin
Operating Companies will license a designated product for exclusive production
and marketing within China. The license fees vary in their method of
determination, but generally they are a percentage of revenues from the sale of
the variety or is a flat fee arrangement. No agreement requires payment in
excess of 1% of the revenues of Origin. Beijing Origin has these types of
agreements with Hubei Province Shiyan Agricultural Sciences Institute, China
Academy of Sciences Microbiology Institute and Corn Research Institution of Li
County in Hebei Province. Only one corn seed product, YuYu 22, is licensed on a
non-exclusive basis. The YuYu 22 variety is licensed from Henan Agricultural
University for an indefinite term. The university has granted the right to
produce, distribute and propagate the variety. The university also will provide
technical materials and instructions, supervise seed quality and evaluate
growing areas. It will also pursue the PRC New Plant Variety Notification for
YuYu 22. Beijing Origin pays a technology license fee of 20RMB for each mu (unit
of area equivalent to .164 of an acre) of seed production area per year. Beijing
Origin is responsible for all the propagation costs, maintaining quality
standards, and safeguarding the variety reputation and rights of the university.
As the Origin Operating Companies develop more of their own seeds and as they
are approved, the number of seeds that they license from others has been
declining. Origin expects that this decline in licensing from others will
continue. Origin does not consider that it is dependant on any single licensed
seed product.

In the future, Origin will pursue licensing of its own proprietary
seeds. One of the goals of the reorganization and establishment of Origin
Biotechnology is to hold all the intellectual property assets of the Origin
Operating Companies. To date, Origin has not engaged in any meaningful licensing
arrangements of its seeds for the production and sale by others.

Origin has also sought and achieved court protection of its branded
seeds. In an action commenced in the Nanzhou courts, in July 2004 against 12
seed companies which sold one of its corn seed products without license, the
first tribunal level ordered a cease and desist of infringement of the company
seed product and awarded damages in the amount of RMB 4,700,000 (US$567,873).
The case was appealed by the defendants on the issue of the damages only, which
appeal was dismissed. This case is unique in China and has demonstrated support
for protecting seed production and ownership rights under the Regulations of the
PRC on the Protection of New Varieties of Plants which protects the right of an
owner of a plant variety to produce and sell the varieties and propagating
material.
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Genetically modified (GM) seeds have not enjoyed a large share of
Chinese crop seed market to date. The timing and rate of acceptance of GM seeds
in China are not yet clear. However, Origin believes that the advantages of GM
seeds potentially makes them a significant component of the Chinese crop seed
market. As a result, it has begun its own biotech research program to develop GM
seeds, giving it the future capability to enter the market as acceptance of
those products grows.
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Origin's Commercial Product Development.

Origin believes that it maintains a strict seed quality control system.
It was the first Chinese seed company to gain IS09001-2000 certification. To
continue its position as a quality producer, the company budgets approximately
5% of its gross income resources based on the prior year results on research and
development. Because of the increase in gross revenues, the actual amount spend
has generally been 3%. Origin has spent 6,773,621RMB (US$818,416), 5,287964RMB
and 5,371, 954RMB in each of the years ended December 31, 2004, 2003, and 2002,
respectively.

Also, Origin established its own stable of seed production bases in
Gansu and Inner Mongolia by providing seed-producing farmers with technical
training and field quality control practices. Origin believes that it has
significant processing capability and uses advanced equipment for efficiency and
maintaining a high quality of hybrid seeds. By employing these practices, Origin
believes that it has achieved a product quality on par with that of its foreign
counterparts that is consistently well received by its customers.

Origin has close relationships with some of the top academic research
institutions in China, including the Chinese Academy of Science, China
Agricultural Academy of Science, Beijing Agricultural Academy of Science, Henan
Agricultural University and Liaoning Agricultural Academy. Origin has cooperated
with these institutions through contractual research, partnering relationships
and by joint-licensing various varieties of their hybrid seeds. One of Origin's
subsidiaries is 2.04% owned by Henan Agricultural University.

These relationships were important to Origin in its early stages to
help it get started in the crop seed business as they made available to Origin
already developed and approved seeds that Origin could then put into production
and distribution. As Origin has developed its internal capabilities to perform
research and develop hybrid and genetically modified seeds, the importance of
these relationships has diminished significantly, but they remain helpful to
Origin continuing its efforts to expand its product offering and its market
share.

The development of the science of genetics has permitted the creation
of new species of corn, rice and cotton, rather than just new varieties.
Genetically modified (GM) corn, soybean and cotton have been widely used in the
United States and many other countries to guard against insect damage and to
increase yields. The future potential for GM corn and rice in China exists.
Since receiving Chinese government approval, cotton modified to guard against
borer damage is now widely planted. Because the Chinese market has widely
accepted GM cotton and the Ministry of Agriculture is beginning to promote GM
rice seed as well, Origin believes that GM products will eventually be fully
promoted and accepted in the Chinese market.
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In response to these developments, Origin initiated its own biotech
program in 2000, and it is cooperating with the Chinese Academy of Science,
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China Agricultural University, China Agricultural Academy of Science and Beijing
Agricultural Academy of Science on gene research. Origin's strategy is to ensure
that its technology will be ready when the market is ready.

Once approval for distribution of a new seed is obtained, the producer
must turn to commercial development of the seed variety. Origin does this by
distributing the seed to its network of more than 60,000 farmers, each of whom
plants the hybrid to produce seeds for commercial distribution the following
season. This network of local farmers who produce Origin's seeds is an important
element of Origin's strategy to produce an increasing number of products with
consistent quality.

Origin depends on this network of farmers to grow and develop its seeds
for commercial distribution. A problem in this network could disrupt the
introduction of a new product or the continued availability of an existing one.
However, Origin has taken several measures to reduce those risks and to convert
its commercial product development network into a reliable source of its
products. Those measures include obtaining the cooperation of local government
officials in converting land to crop seed production and offering the farmers
who produce the seeds attractive returns relative to those they would receive
from growing crops for sale or consumption.

National Marketing and Distribution

Origin has its own sales organization consisting of 142 persons that
oversee all aspects of the distribution and retail sale network and promote the
company sales to the expanding distribution chain.

Origin has established a stable, nationwide distribution network with
over 1,200 first-level distributors and over 20,000 second-level distributors
and some retailers. The distributors in turn sell to the retailers and retailers
sell to the farmers. This distribution network covers almost all the provinces
of the PRC, excluding only Qinghai and Tibet. The top five provinces in terms of
sales volume are Jilin, Sichuan, Liaoning, Chonggin and Hunan, representing
42.51% of Origin's 2003 annual sales volume.

The terms of the Origin distributor agreement provide for territorial
exclusivity, usually on a county-wide basis. To enforce exclusivity and monitor
product locations, Origin assigns a code to each distributor and marks all
packaging sent to the distributor with this code. Vigilant monitoring of
territory integrity and enforcement of contractual penalties, which may include
termination of distribution rights, provides stability and profitability within
the distribution network, ensuring quality services and product availability.
Origin believes that it enjoys a very positive reputation for its implementation
and enforcement of this exclusive distribution system. Distributors buy Origin
seeds at a wholesale price established by Origin, and are required to make full
payment prior to delivery. Distributors which place orders and make deposits on
an order in the period August - October for sales to be made the following year
are generally offered a discount. At the end of the annual sales season, Origin
sets a final sales price that often is below the suggested retail price.
Normally, Origin will defer recognition of revenue from deposits until services
have been rendered, the price is fixed or determinable, collectibility is
reasonably assured and the right of return is expired. In the seed industry in
the PRC, the selling price will be determined around April or May for seeds sold
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during the several months prior to that time. Advance deposit orders account for
between 70% and 80% of Origin's sales. The term of a typical distributor
agreement varies depending on negotiations and the nature of the distributor and
its prospective territory. There usually is an initial payment for the
distribution right which is applied in whole or in part to future orders,
depending upon compliance with the terms of the agreement. The agreement also
delineates pricing adherence requirements and permissibly discounting sales,
territory, ordering and supply obligations, returns market support and other
regular business terms and dispute resolution agreements. No one distributor
accounts for more than 1% of sales.
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On an annual basis, Origin's sales team assists distributors in writing
monthly sales plans. These sales plans are then submitted to Origin via
facsimile 30 days prior to required seed delivery dates. Every year during the
harvest season, Origin organizes corn production demonstrations in cooperation
with local villages and seed distributors, to which are invited farmers and
others in the seed distribution chain. At these demonstrations, Origin teams
show their hybrid corn, explain planting techniques, discuss industry best
practices and disseminate promotional materials. These marketing and production
demonstrations help create new demand, not only in each village where
demonstrations are held, but also in nearby villages, for both the current
season and for succeeding years.

The technical service department of Origin has a 24-hour toll-free
number available for farmers and distributors, through which they can obtain
solutions to specific technical problems and issues of seed piracy. If on-site
help is required, a Technical Assistant will arrive on location within 48 hours
of a call. Origin also enlists the help of its distributors to provide help and
advice to the farmer. Origin believes that its focus on customer service and
technical support have helped it to build brand identity and loyalty,
contributing to its total sales growth over the last several years.

Using local TV and radio broadcasts, Origin promotes its brand to over
70% of its geographic market, reaching over fourteen million individual farmer
households. Additionally, Origin publishes a seasonal newspaper, "Origin News,"
with a distribution to about twenty million farmers in which it addresses
technical issues, shares success stories and further promotes the Origin brand.
Origin News is the de facto source of product and technical information for the
Chinese peasant farmer. Origin maintains a database of over 1,000,000 farmers
that tracks buying habits and contact information.

Product and technical service brochures are provided throughout the
distribution network and prove a valuable tool in promoting the sale of the corn
seed product and the recognition of the Origin brand. The Origin slogan, "When
buying seed, quality is paramount -- trust Origin," appears on all promotional
material, helping to build the brand in all the local markets.

Future Strategy: Entering the Cottonseed and Rice Seed Markets
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Origin believes that the PRC is the largest producer and consumer of
cotton in the world and demand appears to be growing in the PRC. In China, rice
is planted mainly for human consumption, and the demand for rice seed 1is
substantial in China. Since the business models for corn, cotton and rice
production are very similar, and they share similar sales channels, part of
Origin's strategic plan is to participate in the cotton and rice seed business.

Since its inception in 1998, Origin has been working to develop its own
hybrid cottonseed. Currently, it has two cotton products in government testing
programs. After its success with corn seed sales in the Southwest of China (a
primary agricultural area for rice), Origin decided to enter the rice business
by taking advantage of its existing sales channels and corporate brand image. To
facilitate a quick start to this program, Origin plans to license a hybrid rice
seed from a partner research institute for resale by the end of this year.

Government Regulation

Participation in the crop seed business is a highly regulated activity
in the PRC. For a company to enter the seed business, it must obtain two special
licenses. One is issued at the provincial level, entitling the holder to engage
in seed production in that province. This license specifies the types of seeds
which may be produced. The second is a license to distribute seeds. As described
below, the level of the licensee's registered capital determines if the
distribution license is issued at the national or provincial level:
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o To obtain a national distribution license, the licensee must have
registered capital of at least RMB 30 million (approximately
$3,750,000) ;

o To obtain a provincial license to distribute hybrid seeds, the
licensee requires registered capital of not less than RMB 5 million
(approximately $645,000); and

o To obtain a provincial license to distribute non-hybrid seed
varieties, the licensee requires registered capital of not less than
RMB 1 million (approximately $125,000).

A separate license is required to import and export seeds. To obtain
this license, the applicant must have minimum registered capital of RMB 10
million (approximately $1,250,000).

Origin has a national distribution license, which entitles it to sell
approved seeds in any province in the PRC.
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In addition to the license(s) needed to engage in the seed production
and distribution business, each seed must undergo a stringent regulatory review
before it may be sold in China. A seed production company cannot receive a
license to engage in seed production, regardless of the level of its registered
capital, until it has secured rights to an approved seed product.

The testing of seeds for approval can be conducted at the provincial
level or the national level. However, seeds that have been approved at the
provincial level can only be distributed in the province in which the approval
was issued. An approval at the national level means the approved seed can be
distributed nationwide.

The procedure for provincial examination and approval requires the
applicant to:

o Submit the application to provincial government;

o Go through two cycles of monitored growth in at least five different
locations in the province. Seeds submitted for testing are planted
together with control seeds, which is typically the most popular
seed with farmers in the testing locations. Only seeds that have and
increased yield of 8% or higher versus the control seeds and that
rank in the top 6 among all seeds then being tested are cleared to
proceed to the second year of testing, during which the results of
the initial test season must be confirmed;

o Go through one successful cycle of trial production, also in at
least five different locations; and

o Granting of the provincial examination certificate and public
announcement.

The procedure for national examination and approval requires the
applicant to:

o Submit the application to the Ministry of Agriculture;

o Go through two cycles of monitored production in at least five
different locations. Only seeds that have 8% or higher yield
compared to control seeds and that also rank in the top 6 among all
seeds being tested in that cycle can proceed to the second year of

testing; and

o Go through one successful cycle of trial production in at least five
different locations.

Seeds developed outside of China must also follow the above procedures
before they can be distributed in China.
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The ability to process an application for approval is an important
element of success, especially in view of the long timeframe associated with
obtaining approval after the seed has been developed. Failures and delays in
getting the approvals on a timely basis can seriously disrupt the planning that
is critical to begin commercial production. A minimum of six years - three to
obtain approval and three to develop the first crop of seed for commercial
distribution - is required to bring a seed to market after it has been
developed. Because of its extensive network of seed-producing farmers, Origin is
able to bring a new product to market consistently in the minimum time. Other
seed companies often take an additional season or more to bring an approved
product to market. This loss of an entire growing season can be a significant
disadvantage.

Origin has been able to successfully process 12 applications for
approval through the required agencies, including one in 2003, four in 2004 and
seven in 2005. While no approval is assured until granted, Origin believes that
it can expect to have a high number of successful product approvals for its
upcoming products, and thus ensure that it will have a product base that will
enable it to continue to expand its market presence.

Competition

Origin faces competition at several different levels, ranging from
several other private Chinese companies, local seed companies that are often
extensions of the local government, and large multinational hybrid and
genetically modified seed producers. Origin believes that it can compete
effectively with each of these and believes that it can continue to do so into
the future. Each of these groups of competitors is discussed in turn, below.

Other Large Chinese Seed Companies. Origin believes there are eight
seed companies that control about 25% of the corn seed market. Of the other seed
suppliers, most have a market share that probably is measured in fractions of a
percent. The majority of the largest crop seed companies have been in existence
for considerably longer periods of time than Origin. Many of them have greater
financial resources than Origin. Some of these larger entities are state owned
enterprises where the incentives are different and the business agility is not
as great. Origin competes within this group on the basis of its consistent
product quality, brand identity, customer and technical support, enforcement of
its intellectual property rights, and a pipeline of proprietary products.

Local Seed Companies. The local seed companies in China are the legacy
of the centrally planned agricultural economy that was predominant in China
until recently. Most of these are, or were, affiliated with county governments,
which played a role in determining what crops would be grown and by whom. As was
often the case with planned economies, these extensions of the bureaucracy had
no profit motive, and no incentive to improve efficiencies, increase sales or
innovate with new products. Market expansion was limited by the tight geographic
boundaries within which they were designed to operate.

The majority of these local companies lack the scale and the resources
to compete with Origin in a number of ways. They lack access to the improved,
proprietary hybrids that are the core of Origin's business. For the most part
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they do not have effective marketing, advertising, technical support or customer
service operations. The majority of Origin's recent growth has come from
acquiring customers from these operations. Origin believes that the existing
trend will continue, and that eventually some of these smaller, local
distributors can be integrated into Origin's distribution network.

Multinational Seed Companies. At the opposite end of the competitive
spectrum from the local seed companies are the large multinational companies, of
which Pioneer International, Monsanto and Sygenta are just two. These concerns
present a formidable competitive threat from the standpoint of their financial
resources and the high quality of their seed products. However, the unique
aspects of the Chinese crop seed market, which distinguish it from the market in
western countries, have proven a significant barrier to entry for these very
large companies, even though they have come to the market through joint wventures
formed with existing Chinese seed companies.

90

The principal difference between the Chinese and Western markets is the
sheer number of customers which these companies need to reach in China that in
turn produces a low average sale. Success 1in China depends on effectively
marketing to a very large number of small customers, which is entirely different
from selling to large agricultural customers that dominate the markets in North
America and Europe. Relatively few Chinese companies have achieved any degree of
success in doing so, and the international competitors, despite several years of
trying, have not succeeded to any meaningful degree.

Another important consideration limiting the competitiveness of these
multinationals is their heavy reliance on genetically modified organisms to
produce their crops. Origin's market research indicates that most of the
superior products that the multinationals have to offer are genetically
modified. To date, a cotton seed is the only genetically modified seed product
to have received approval in China. By contrast, Origin relies primarily upon
standard hybridizing to produce its improved seed varieties. However, Origin
recognizes the potential that genetically modified crop seeds will gain
acceptance in China and for that reason it has begun a biotech seed development
program that relies on genetic modifications to improve the quality of seeds and
their yields, positioning Origin to compete in that portion of the market..

Should genetically modified seeds begin to gain broader acceptance in
the market, the large biotech companies, who currently make the majority of
those seeds, would become more serious competitors. However, they will also
continue to face numerous obstacles in competing with Origin, including the
significant lead time associated with obtaining approval of a new seed and the
need to establish effective sales, marketing and distribution networks to manage
the large volume of small purchases that is characteristic of the Chinese
market.

Employees

As of December 31, 2004, Origin and the Origin Operating Companies had
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approximately 400 full-time employees. Origin and the Origin Operating Companies
expect to employ additional personnel as they expand their operations. Origin
believes that its employee relations are good.

Origin currently has 32 research and development specialists, 142 sales
people, 59 administrative staff, and 183 technicians in its production plants.

Facilities

The Origin Operating Companies own or lease manufacturing facilities,
laboratories, seed production and other agricultural facilities, office space,
warehouses, research stations and breeding centers in Beijing and Gansu, Henan,
Helongjiang, Liaoning, Jilin, Hainan and Sichuan Provinces. The leased
facilities are rented at regular commercial rates, and management believes other
facilities are available at competitive rates should it be required to change
locations or add facilities.
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The Origin headquarters are located in Beijing, where it leases office
space and land for research and development center.

Origin owns three seed conditioning plants located in Linze (in
northwest China), Changchun (in northeast China) and Zhengzhou (in central
China), and leases one seed conditioning plant located in Chengdu (in southwest
China) . At these properties are seed processing equipment, bleachers, warehouses
and other production facilities.

Origin also leases land as maize breeding stations in Harbin, Tieling
(northwest China), Beijing, Zhengzhou), Chengdu, and Hainan island.

Origin is planning on building additional facilities in Beijing and in
two other locations for the Linze branch office and for Changchun Origin.

Together, the owned, leased and proposed facilities are adequate to
conduct the business operations of Origin.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Business
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Origin develops and supplies crop seeds to the PRC agricultural market.
Its initial focus was on hybrid corn seed production and sales, but it has
expanded its activities to include the development and sale of hybrid cotton
seeds and rice seeds as well.

Origin achieved net income of RMB 65.46 million (US$ 7,9 million) in
2004 and RMB28.95 million (US$3.49 million) in 2003, and RMB 26.56 million
(US$3.2 million) in 2002. For 2004, Origin generated RMB 301.52 million
(US$36.43 million) in total revenues, compared to RMB 191.65 million (US$23.16
million) and RMB 98.72 million (US$11.93 million) for 2003 and 2002,
respectively, representing an increase of 57.33% and 94.14%, respectively.
During 2004, approximately 97.67% of Origin's product revenues came from sales
of its corn hybrid seeds. The remaining approximately 1.6% of revenues were
derived from the sale of cotton seeds, and 0.73 % of revenues came from rice
seed . The rice seed business is expected to become a growth point in Origin's
business in the near term.

Origin's ability to continue growing sales will depend upon a number of
factors, including its need of sufficient funds to expand market share and to
develop and to offer new superior quality products and after sales service,
which historically has been the principal driver of increased sales, its
continued ability to obtain new customers who will re-order on a predictable
basis, its ability to continue expansion of its product line to include rice
seeds, and the decreasing competitiveness of the local seed companies that
formerly dominated the seed market in the PRC.

Origin was incorporated under the laws of the British Virgin Islands on
October 6, 2004. On December 1, 2004, Origin established Beijing Origin State
Harvest Biotechnology Limited ("BioTech"), a wholly foreign owned enterprise
under the laws of PRC.

To comply with ownership requirements under PRC law which restrict
direct wholly foreign ownership of companies in the seed industry in the PRC,
Origin have entered into a series of stock consignment agreements with three
affiliated Chinese entities Beijing Origin, Henan Cotton and Changchun Origin
and all the stockholders of Beijing Origin, together holding 97.96% of the total
equity shares of Beijing Origin (except for the Henan Agriculture University who
holds 2.04% of the Beijing Origin's shares); all stockholders of the Henan
Origin Cotton together holding 97.96% of the total equity shares of the Henan
Cotton (except for Mr. Gu Dengbin, who holds 2.04% of the Henan Cotton's
shares), and all stockholders holding 100% of the equity shares of the Changchun
Origin. Origin conducts substantially all of its business through Beijing
Origin, Henan Cotton and Changchun Origin.
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Through the stock consignment agreements with these aforesaid
stockholders of Chinese affiliates, Origin has the power to vote all shares of
all these stockholders on all matters and otherwise control the three companies.
During the consignment period which is three years from the signing of this
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Agreement and is extended automatically until a written termination agreement is
signed by the parties, Origin is entitled to exercise and enjoy any and all
property rights, other than title, in relation to the consigned shares which
include, but are not limited to, the profits, interests, dividends, bonus, and
after liquidation, the residue assets. If Origin is permitted to acquire title
under PRC law, the consigned shares will be transferred to Origin with no
additional compensation to be paid by Origin to any consigning stockholder.
Beijing Origin, Henan Cotton and Changchun Origin (collectively "the Variable
Interest Entities") also entered into technical service agreements with BioTech.
Under these agreements, BioTech shall provide, with its own technical research
resources and team, technical services for the production and distribution of
agricultural seeds during the period of this agreement. In return, the Variable
Interest Entities are required to pay BioTech service fees calculated according
to the weight of corn, rice and cotton seeds sold by the Variable Interest
Entities.

Under the requirements of FIN 46 (Revised) "Consolidation of Variable
Interest Entities" ("FIN 46 (R)"), Origin is deemed to be the sole beneficiary
of the Variable Interest Entities: Beijing Origin, Henan Cotton and Changchun
Origin. Accordingly, Origin's consolidated financial statements are prepared by
including the consolidated financial statements of Beijing Origin and its
subsidiaries through December 24, 2004, and subsequently the Company's
consolidated financial statements includes Origin and its subsidiary and Beijing
Origin and its subsidiaries, Henan Cotton and Changchun Origin.

Critical Accounting Policies.

The discussion and analysis of our financial condition and results of
operations is based upon our consolidated financial statements, which have been
prepared in accordance with generally accepted accounting principles in the
United States, or U.S. GAAP. The preparation of those financial statements
requires us to make estimates and judgments that affect the reported amount of
assets and liabilities, revenues and expenses and related disclosure of
contingent assets and liabilities at the date of our financial statements.
Actual results may differ from these estimates under different assumptions or
conditions.

Critical accounting policies are those that reflect significant
judgments or uncertainties, and potentially result in materially different
results under different assumptions and conditions. We have described below what
we believe are our most critical accounting policies that involve a high degree
of judgment and the methods of their application. For a description of all of
the company's significant accounting policies, see Note 2 to Origin's
consolidated financial statements.

Revenue Recognition

Origin derives revenue primarily from the sale of various branded
conventional seeds and branded seeds with biotechnology traits. Origin
recognizes revenue when pervasive evidence of an arrangement exists, services
have been rendered , the price is fixed and determinable, collectibility is
reasonably assured and the right of return has expired. Accordingly, Origin
defers revenue until all sale return privileges lapse which generally occurs
within 15 days of delivery at which time the selling price has been finalized
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with the customer. Amounts billed in excess of revenue recognized are recorded
as deferred revenue.

Impairment of long-lived assets

Origin reviews its long-lived assets for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may no
longer be recoverable. When these events occur, Origin measures impairment by
comparing the carrying value of the long-lived assets to the estimated
undiscounted future cash flows expected to result from the use of the asset and
eventual disposition. If the sum of the expected future cash flows (undiscounted
and without interest charges) is less than the carrying amount of the asset, an
impairment loss, equal to the excess of the carrying amount over the fair market
value of the asset is recognized.
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Acquired intangible assets, net

Acquired intangible assets consist primarily of purchased technology
rights and are stated at cost less accumulated amortization. Amortization is
calculated on a straight-line basis over the estimated useful lives of these
assets of 6 to 10 years and records in cost of revenues.

Government subsidies

Origin receives government subsidies in the form funds for research and
development activities and subsidies which reduce the cost of land use rights.

Results of Operations

Year Ended December 31, 2004 Compared to Year Ended December 31, 2003.

Total net revenue increased by 57.33% from 2003 to 2004, to RMB 301.52
million (US$36.43 million) in 2004, as compared to RMB 191.65 million (US$23.16
million) in 2003. This increase was due to an increase in the quantity of corn
seed sold together with a higher selling price. The expansion of sales in the
Southwest and Northeast regions of China caused a substantial increase in sales
quantity. The volume of corn seed was increased by 12.15 million kilograms,
which grew from 26.3 million kilograms in 2003 to 38.45 million kilograms in
2004. In addition, the expansion in net revenue was due to the change in product
sales mix. In 2003, the corn seed product brand YuYu 22 was the principal
product. However, its unit selling price was relatively lower than the other
corn seeds sold by Origin. In 2004, the corn seed product brand, Linao 1, had a
relatively higher unit selling price brand and was the most popular product
sold. In addition, there were 140,000 kilograms in rice seed sales valued at
(RMB2.22 million (US$0.27 million), resulting from Origin developing, planting ,
and selling rice seeds beginning in 2004.
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The cost of seeds sold increased by 49.53% to RMB 178.31 million (USS
21.54 million) in 2004 from RMB 118.98 million (US$14.38 million) in 2003. This
increase was primarily the result of the increase in the quantity of corn seed
sold. Nevertheless, the increase in cost of sales is less than the increase in
net revenue. This was mainly caused by the increase in selling price which
outweigh the increase in cost of sales. In 2004, cost of corn seeds sold was RMB
173.79million (US$20.99 million). The average cost of corn seed sold per unit
increased by 1.5% in 2004 compared to 2003, of which in 2004, an increase in
technology usage fees and the shipping costs were the key causes. On the other
hand, there was saving in other material costs such as seed coatings. The
technology usage fees, paid based on quantity sold were RMB13.39 million
(US$1.62 million ) and, RMB 6.52 million (US$0.79 million) in 2004 and in 2003
respectively. The increase of technology usage fee is more than the increase of
cost of sales, which is mainly due to the amount sold of product YuYu 22, which
had a lower charge for technology usage fee, and the decrease in sales quantity
from 48.42% in 2003 to 18.7% in 2004. Shipping and handling costs increased by
70% to RMB8.09 million in 2004 from RMB4.75 million in 2003 because of the
increase in sales together with the increase in gas prices and strict limits on
loads per trucks.

As a percentage of total net revenues, overall gross margin was 40.86%
in the year ended December 31, 2004, as compared with 37.92% in the year ended
December 31, 2003. This increase in gross margins were primarily the result of
change in product sales mix, an increase in the selling price and effective cost
controls.
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Operating expenses increased to RMB51.31 million (US$6.20 million) from
RMB 37.55 million (US$4.54 million) in 2003. The increase was due to substantial
increases in selling and marketing expenses and general and administrative
expenses and, to a lesser extent, an increase in research and development
expenses.

Selling and marketing expenses increased by 53.19% to RMB 20.39 million
(US$2.46 million) in 2004 from RMB 13.31 million (USS$1.61 million) in 2003. Of
the RMB 20.39 million (US$2.46 million) in 2004, approximately RMB3.15 million
(US$0.38 million) was used for advertising, RMB 3.06(US$0.37 million) million
was used for materials to educate our customers about the basics of planting our
seed products, RMB 9.17 million (US$1.11 million) was spent for transportation
and traveling, RMB 3.44 million (US$0.42 million) for salary and benefits, and
RMB 1.42 million (US$0.17 million) on telecommunication. The increase in selling
and marketing expenses was primarily due to an increase in advertising by
RMB1.35 million (US$0.16 million), an increase in materials to educate our
customers by RMB1.85 million (US$0.22 million), an increase in transportation
and traveling expenses by RMB 3.04 million (US$0.37 million) and an increase in
salary and benefits expenses by RMB 0.79 million (US$0.09 million), related to
increased sales, set up three new marketing departments in Changchun, Baoding
and Shenyang, and the increase in incentive bonuses for its marketing staff.

General and administrative expenses increased by 27.44% to RMB 24.15
million (US$2.92 million) in 2004 from RMB 18.95 million (US$2.29 million) in
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2003 primarily due to the increase in general personnel expenses by RMB3.67
million (US$0.44 million), increase in expenses associated with running motor
vehicles and traveling expenses by RMB0.56 million (US$0.07 million) and an
increase in general office supplies by RMB0.42 million (US$0.05million). All
these were associated with the increase in the scale of our operation.

Research and development expense increased by 27.98% to RMB6.77 million
(USS$0.82 million) in 2004 from RMB 5.29 million (USS$0.64 million) in 2003. The
increase was due primarily to the hiring of additional staff in developing own
breeding program and the set up of two research stations in Chendu and
Changchun.

Income from operations increased by 104.69%, from RMB 35.12 million
(US$4.24 million) in 2003 to RMB 71.89 million (US$8.69 million) in 2004. This
increase in income from operations was primarily attributable to the large
growth in overall revenues and the level of the costs for sales Origin
maintained.

Interest expense increased by 72% to RMB 0.83 million (US$0.1 million)
in 2004 from RMB 0.48 million (USS$0.06 million) in 2003. The increase in
interest expense was primarily attributable to the amount of loans increased
from RMB35million (US$4.23 million) in 2003 to RMB41 million (USS$4.95 million)
in 2004, and the average interest rate increased from 5.04% to 5.33%.

Equity in earnings of associated company increased to RMB1.92 million
(USS$0.23 million) in 2004 from zero in 2003 due to the acquisition of 30%
interest in Shijiazhuang Li Yu Technology Development Co., Ltd.

Other income decreased by 86.89% to RMB0.15 million (US$0.02 million)
in 2004 from RMB 1.14 million (US$0.14 million) in 2003 as reduction in subsidy
from government.

Income taxes decreased 1.4% to RMB7.7 million (USS$0.93 million) in 2004
from RMB7.81 million (US$0.94 million) in 2003. Though Origin recorded a
substantial increase in income before taxation, there was still a decrease in
taxation due to the shifting of operations to our PRC subsidiary and branch
which were either exempted or enjoyed the tax cut from the enterprise income tax
in 2004.
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Net income increased 126.10% to RMB 65.46 million (US$7.91 million) in
2004, compared to approximately RMB 28.95 million (US$3.49 million) in 2003.
This significant increase in profits was primarily the result of an increase in
sales, both in terms of volume and average selling price per kilogram of seed,
with a lower growth rate in the associated costs to produce the income as
compared with fiscal year 2003.

Year Ended December 31, 2003 Compared to Year Ended December 31, 2002.

116



Edgar Filing: Origin Agritech LTD - Form S-4/A

Total net revenues increased by 94.14% from 2002 to 2003, being
approximately RMB 191.65 million (US$23.15 million) in 2003, as compared to
approximately RMB 98.72 million (US$11.93 million) in 2002. This increase was
the result of an increase in corn seed sales of 15.8 million kilograms from
10.50 million kilograms to 26.30 million kilograms, mainly due to the
exploitation of the northeast market and further development of the market in
the Yellow River, Huai River and southwest regions. Increase in sales in these
areas is about 5.95 million kilograms, 2.6million kilograms, and 6.86million
kilograms respectively in 2003 as compared with 1.2million kilograms, 6.0
million kilograms, and 3.4 million kilograms respectively in 2002.

Cost of seeds sold increased 158.61% to RMB 118.98 million (US$14.38
million ) in 2003, as compared to RMB 46 million (US$5.56 million) in 2002. The
increase of the cost of seed is mainly due to the increase of quantity of corn
seed sold. The average cost of corn seed sold per unit was increased by 3% in
2003 compared to 2002. Of which in 2003, increase in technology usage fee , the
shipping cost and manufacturing cost were the key drivers. Technology usage
fees, paid based on quantity sold, were RMB6.52 million (US$0.79 million) and,
RMB1.75 million (US$0.21 million) in 2003 and in 2002 respectively. The increase
of technology usage fee is more than the increase of cost of sales, which is
mainly due to the product YuYu 22, which had a lower charge for technology usage
fee, decreased in sales quantity from 55.07% in 2002 to 48.42% in 2003. Shipping
and handling cost increased by 141.50% to RMB4.75 million in 2003 from RMB1.97
million in 2002 because of more use of trucks to transport seeds which was more
expensive than use of train and long distance between planting station in Gansu
to the manufacturing plant in northeast market. Manufacturing cost increased by
212% to RMB9.04 million (USS$1.09 million) in 2003 from RMB2.9 million (USS$0.35
million) in 2002. The increase of manufacturing cost is more than the increase
of the quantity of seed sold was mainly due to an increase of RMBO.6 million
(US$0.07) for workers' salaries.

As a percentage of total net revenues, overall gross margins were
37.92% in 2003, as compared with 53.40% in 2002. This decrease in gross margins
was primarily the result of higher salaries, increasing manufacturing costs, a
slightly higher price per unit of purchased seeds, and an increase in shipping
fees associated with entering the northeast market. Another important factor was
management's decision to decrease the price of its leading product, YuYu 22, as
part of a strategy to increase the sales volumes of other products that are
complementary to it.

Selling and marketing expenses increased by 105.40% to RMB 13.31
million (US$1.61 million) in 2003 from RMB 6.48 million (USS$0.78 million) in
2002. For the RMB13.3 1 million in 2003, approximately RMB 1.8 million (USS$
0.22) was expended for advertising, RMB 1.2 million (US$ 0.14 million) was
expended for materials to educate customers about the basics of plant our seed
production, RMB 6.13 million (US$ 0.74 million) was spent for transportation and
traveling, RMB1.48 million (US$ 0.19 million) was spent for telecommunications,
RMB2.64 million (US$0.32 million) for salary and benefits. The increase of
selling and marketing expenses was primarily due to an increase of adverting by
RMB1.06 million (US$0.13 million), an increase in materials to educate customer
by RMB0.27 million (US$0.03 million) for promoting new seed productions. And due
to increase of sales volume, the transportation and traveling expenses increased
RMB3.4 million (US$0.41million), telecommunication cost increased RMB1.05
million (US$0.13). In 2003, Origin set up two new sales branch in Tieling and
Cheng du, which cause the increase of salary by RMB1.09 million
(US$0.13million) .
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General and administrative expenses increased 96.57% to RMB 18.95
million (US$2.29 million) in 2003 from RMB9.64 million (USS$1.16 million) in
2002, primarily due to the increase in general personnel expenses by RMB 4.27
million (US$ 0.52 million), office supplies & electricity cost increased by RMB
2.13 million (US$ 0.26 million), depreciation and amortization expenses
increased by RMB1.37 million (US$0.16 million). These increase was primarily due
to increase of the operation scales and the establishment of two new sales
branches in Tieling and Chengdu.

Research and development expense was RMB 5.28 million (US$ 0.64) and
RMB 5.37 (US$0.65) for 2003 and 2002 respectively, which consist primarily of
salaries, welfare& benefits, depreciation & amortization, office supplies and
electricity cost , lease fee for research. In order to maintain the leadership
of seed technology, Origin maintain a high expense to research and development
department. Income from operations increased by 104.69%, from RMB 35.12 million
(US$4.24 million) in 2003 to RMB 71.89 million (US$8.69 million) in 2004. This
increase in income from operations was primarily attributable to the large
growth in overall revenues and the level of the costs for sales Origin
maintained.

Income from operations increased by 12.49%, from RMB 31.22 million
(US$3.77 million) in 2002 to RMB 35.12 million (US$4.24 million) in 2003. This
increase in income from operations was less than the increase of revenue, mainly
due to the decrease of gross margin, increase of operating expenses.

Other income decreased by 99.12% to RMB1.14 million (US$0.14 million)
in 2003 from RMB2.27 million (US$0.27 million) in 2002 as a reduction of RMB1.50
million (US$0.18million) from license income.

Income taxes increased 423.48% to RMB7.8 million (US$0.94 million) in
2003 from RMB1.49 million (USS$0.18 million) in 2002. This increase was due to
the increase of effective tax from 5% in 2002 to 21% in 2003.

Net income increased by 9% to RMB 28.95 million (US$3.49 million) in
2003 from RMB 26.56 million (US$3.21 million) in 2002. This increase of Net
income was less than the increase of Revenue, mainly due to the decrease of
gross margin, increase of operating expenses.

Liquidity and Capital Resources

The following table sets forth Origin's cash flows with respect to
operating activities, investing activities and financing activities for the
periods indicated:
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Net cash (used in) provided by
operating activities

Net cash used in investing
activities

Net cash provided by financing
activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents,
beginning of year

Cash and cash equivalents, end of
year

2002 (RMB)

55,976,315

(24,585, 920)

10,000,000

41,390,395

37,307,578

78,697,973

97

Year ended December 31,

2003 (RMB)

(14,961,297)

(32,961,133)

18,445,872

(29,476,558)

78,697,973

49,221,415

2004 (RMB)

42,744,534

(27,200, 560)

4,082,765

19,626,739

49,221,415

68,848,154

Origin financed its operations through cash generated from our
operating activities and short term borrowings.

Origin's net cash provided by operating activities in 2004 was
RMB42.74million (USS$5.16 million). This was primarily attributable to our net
income of RMB65.4 million (US$7.9 million), as adjusted for an add-back of
RMB5.2 million (US$0.6 million) in depreciation and amortization as a non-cash
item, a RMB8.2 million (US$0.9 million) increase in accounts payable, a RMB47
million (US$5.6 million) increase in amounts due to growers and a RMB 5.2
million (US$0.63 million) increase in advances from customers which was offset
by a RMB64.9 million (US$7.8 million) increase in inventories and a RMB 27
million (US$3.2 million) decrease in advances from deferred revenues. Our net
cash used in operating activities in 2003 was RMB14.9 million (US$1.8million).
This was primarily attributable to our net income of RMB28.9 million (US$3.49
million), as adjusted for an add-back of RMB3.2 million (US$0.38 million) in
depreciation and amortization as a non-cash item, a RMB5.3 million (USS$0.64
million) decrease in accounts receivable and a RMB16 million (USS$1.9 million)
increase in advances from customers which was offset by a RMB 55.9 million
(US$6.7 million) increase in inventories, a RMB7 million (USS$0.8 million)
decrease in due to growers and a RMB 9 million (US$1.1 million) decrease in
deferred revenues. Our net cash provided by operating activities in 2002 was
RMB55.9 million (US$6.7 million). This was primarily attributable to our net
income of RMB26.5 million (US$3.2 million), as adjusted for a RMB 35.7 million
(US$4.3 million) increase in due to growers and a RMB69.9 million (US$8.4
million) increase in deferred revenues which was offset by a RMB76.7 million
(US$9.2 million) increase in inventory.

Net accounts receivable decreased from RMB5 million (USS$0.6 million) as
of December 31, 2002 to zero as of December 31, 2003 and remained nil as of
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December 31, 2004. This decrease was primarily due to the full settlement of
accounts receivable and the cancellation of credit sale policy in 2003.

Inventories increased from RMB114.9 million (US$13.88 million) as of
December 31, 2002 to RMB170 million (US$20 million) as of December 31, 2003 and
to RMB235.8 million (USS$28.5 million) as of December 31, 2004. This increase was
primarily due to the increase in inventory level so as to meet customer
requirements and our scheduled production. Consistent with the nature of the
seed industry, we generally produce in one growing season and then sell the seed
inventories in the following season. It will take two years time so that the
hybrid seeds are ready to be sold to the peasants. Any unfavorable weather may
affect the output. As the finished goods can be kept for 3 years, we revised
upward the safety level and trading level for keeping the inventories in 2003.
In 2004, we started to deliver earlier to the farmers in the southwest region
because sales have grown more rapidly in that region than originally
anticipated.

Due to growers fluctuated from RMB42.5 million (US$5.1 million) as of
December 31, 2002 to RMB35 million (US$4.2 million) as of December 31, 2003 and
to RMB 83 million (USS$10 million) as of December 31, 2004. The fluctuation was
primarily due to schedule of payment to farmers in 2003 and 2004 and an increase
of 10 million kilogram seeds in 2004. The payment to growers is normally by
installments, 45% when purchased the seeds, about 50% would be paid before the
Chinese New Year. The date of Chinese New Year in 2003, 2004 and 2005 were
February 1, January 22, and February 9 respectively. The last 5% would be paid
several months later.
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Deferred revenues decreased from RMB74.7 million (US$9 million) as of
December 31, 2002 to RMB65 million (US$7.8 million) as of December 31, 2003 and
to RMB37.9 million (US$4.5 million) as of December 31, 2004. This decrease was
primarily due to a boom in the seed market, because of which, many farmers had
to prepay the full amount before they could get the seeds. The significant
decrease in 2004 was caused by significant growth in sales of corn in the
Southwestern region of China, where the sales season in most parts of the region
ends much earlier than that of the company's other sales regions. Normally, we
defer the recognition of revenue until services have been rendered, the price is
fixed or determinable, collectibility is reasonably assured and the right of
return has expired.

Net cash used in investment activities was RMB 27 million (US$3
million) in 2004 of which RMB15 million (US$1.8 million) was used in purchase of
plant and equipment, RMB8 million (US$0.9 million) in the acquisition of 8%
interest in Chuang Shi Ji Zhuan Ji Yin Technology Co., Ltd. and RMB 3 million
(US$0.36 million) in the acquisition of technology usage agreements. Net cash
used in investing activities was RMB32.9 million (US$3.97 million) in 2003 of
which RMB26.9 million (US$3.2 million) was used in purchase of plant and
equipment and RMB 5.9 million (US$0.7 million) in the acquisition of land use
rights. Net cash used in investing activities was RMB24.5 million (US$2.9
million) in 2002 of which RMB20 million (US$2.4 million) was used in purchase of
plant and equipment and RMB 4.5 million (US$0.5 million) in the acquisition of
land use rights. The increase was primarily attributable to the amount of
capital expenditure used for the construction of new headquarters offices in
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Beijing and for set up the manufacturing plant in Shenyang which amounted to
RMB15 millions (US$1.8 million). We spent RMB32 million (US$3.8 million) capital
expenditure in 2003 for setting up the new manufacturing plants in Changchun and
Chengdu.

Net cash provided by financing activities was RMB 4 million (US$0.48
million) in 2004, RMB 18 million (US$2.1 million) in 2003 and RMB 10 million
(US$1.2 million) in 2002. The primary source of fund was short-term borrowings
from the banks. All short-term borrowings were fully settled when due.

To date, Origin has funded its operations through revenues derived from
operations and short-term borrowings. Due to the cyclical nature of the cash
flow inherent in Origin's business, with the majority of revenues received just
prior to the start of the planting season, the loans are bridge financing
arrangements and use the company's bank credit facilities to cover operating
expenses during low-revenue portions of the year.

The nature of Origin's business involves cycles in expenses and
revenues that are not always in phase. Most often in the third calendar quarter
of each year, Origin can face costs that are in excess of its revenue sources
during that period. Whether that occurs, and to what extent it occurs, depends
on the amount of deposits received from customers compared with the advanced
payments made to its seed producing farmers and the final payment for seed
procurement. The exact timing of these payments is determined by the Chinese
lunar calendar. As a result, in some years its cash needs are greater than in
others. This aspect of the business is the reason it has customarily relied upon
short term bridge loans to cover its expenses pending receipt of revenues from
farmers at the time of seed purchases.

Origin, on a consolidated basis, has had access to sufficient financing
in the past to manage these cash flow cycles. As discussed above, it has
consistently repaid its short-term borrowings at or before maturity. Its
strengthening balance sheet has enabled Origin to secure this financing the past
two fiscal years without the need for the third party guarantees needed
initially, and the average rate of interest that it has had to pay has steadily
declined over the past several years.
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Origin believes that its cash and cash equivalents balance, together
with its access to financing sources, will continue to be sufficient to meet the
working capital needs associated with its current operations on an ongoing
basis, although that cannot be assured. Also, it is possible that Origin's cash
flow requirements could increase as a result of a number of factors, including
unfavorable timing of cash flow events, the decision to increase investment in
marketing and development activities or the use of cash for the acquisition of
one or more of its competitors to accelerate its rate of growth.

Contractual Obligations and Commercial Commitments

Origin has various contractual obligations that will affect its
liquidity. The following table sets forth the contractual obligations of Origin
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as of December 31, 2004:

Payment Due by Period

Within 1

Total Year 2006 2007 2008

RMB RMB RMB RMB RMB
Operating lease 13,078,930 1,252,087 1,138,594 1,152,956 438,761 4
commitments
Other contractual 23,558,444 23,558,444 —— —— ——
obligations
Total contractual 36,637,374 24,810,531 1,138,594 1,152,956 438,761 4
obligations
Equivalent USS$ 4,426,675 2,997,708 137,570 139,305 53,013

Other contractual commitments compose of capital commitment for the
purchase of plant and equipment of RMB17,958,444 (US$2,169,811) and share
purchase commitment of RMB5, 600,000 (US$676,616).

Capital commitments for the purchase of plant and equipment, as of
December 31, 2004 are as follows:

RMB Uss

Plant and building construction 16,255,074 1
Land use rights 1,200,000
Equipment 503,370

Total 17,958,444 2

Beijing Origin signed a contract on December 28, 2004 to purchase 7% of
the total outstanding shares of Chuang Shi Ji Zhuan Ji Yin Technology Co., Ltd.
for a total purchase price of RMB 5,600,000 (US$676,614). Origin will pay the
amount upon obtaining the necessary government approvals in 2005.
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Operating lease

The Company leases certain office premises under non-cancelable leases.
Rent expense under operating leases for the years ended December 31, 2004, 2003,
and 2002 were RMB 2,867,698 (US$346,487), RMB 2,015,914 (US$243,571), and RMB
1,434,648 (US$173,340), respectively.

Off-Balance Sheet Arrangements

Except as described above under "-Indebtedness", we have not entered
into any financial guarantees or other commitments to guarantee the payment
obligations of any third parties.

Quantitative and Qualitative Disclosures about Market Risk. Origin is
exposed to various market risks, including: widespread drought, pestilence or
other natural disasters, could damage seed production, in which event, Origin
will suffer a loss of production and will suffer the consequential losses of
revenues, and there is no agriculture insurance in China to cover loss of seed
crops. Origin has attempted to manage this risk by obligating itself to pay the
farmers who produce its seeds only for the quantity of seeds that they produce
and setting up seed storage system in 2003. However, a significant portion of
Origin's expenses are in the nature of fixed overhead, and in the event of a
widespread failure of the seed crop, Origin would likely sustain substantial
operating losses. In addition, there is a high risk for seed storage ,due to
difficulty in management of moisture, temperature, humidity of storage
condition, any failure of which may result in damage of seeds in store and
operating losses; seasonal nature associates with seed market. Sales season of
main products of Origin last from October to June 31 next year, which results in
cycle changes of cash flow and operating activities. Repeal of privileges
granted by government to seed industry, such as tax exemption , reduction and
subsidies could adversely affect Origin's earnings; changes in foreign currency
exchange rates, all of Origin's product sales , assets and liabilities are
denominated in RMB and therefore it is exposed to foreign currency exchange
risk. For example, if Origin decides to convert Renminbi into US dollars for the
purpose of declaring dividends on the ordinary shares for other business
purposes and the US dollars appreciates against the Renminbi, the US dollar
equivalent of the earnings from the subsidiaries and variable interest entities
in China would be reduced. Origin has also not entered into financial
instruments to manage and reduce the impact of changes in foreign currency
exchange rates, although Origin may enter into such transactions in the future;
Origin's exposure to changes in interest rates relates primarily to the interest
income generated by the cash deposits in banks and interest expense arising fro
the short-term borrowings. Origin has not used derivative financial instruments
to hedge interest rate risk. Origin has not been exposed nor do they anticipate
being exposed to material risks due to changes in interest rates. The future
interest income may fluctuate in line with changes in interest rates. However,
the risk associated with fluctuating interest rates is principally confined to
the cash deposits in banks and, therefore, the exposure to interest rate risk is
minimal.
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INFORMATION ABOUT CHARDAN

Business of Chardan

General

Chardan was formed on December 5, 2003, to serve as a vehicle to effect
a stock purchase, capital stock exchange, asset acquisition or other similar
business combination with an unidentified operating business with operations in
the Peoples Republic of China and believed to have significant growth potential.
Prior to executing the stock purchase agreement with the Origin Parties,
Chardan's efforts were limited to organizational activities, completion of its
initial public offering and the evaluation of possible business combinations.

Offering Proceeds Held in Trust

Chardan consummated its initial public offering on March 22, 2004. The
net proceeds of the offering, after payment of underwriting discounts and
expenses, were approximately $21,242,000. Of that amount, $20,527,500 was placed
in the trust account and invested in government securities. The remaining
proceeds have been used by Chardan in its pursuit of a business combination. The
trust account will not be released until the earlier of the consummation of a
business combination or the liquidation of Chardan. The trust account contained
approximately $ as of , 2005, the record date. If the
stock purchase with the Origin Parties is consummated, the trust account will be
released to Chardan, less:

o amounts paid to stockholders of Chardan who do not approve the stock
purchase and elect to convert their shares of common stock into
their pro-rata share of the trust account; and

o the $9,750,000 ($10,000,000, less the $250,000 holdback) being paid
to Origin and the Origin Stockholders in the stock purchase.

Fair Market Value of Target Business

Pursuant to Chardan's certificate of incorporation, the initial target
business that Chardan acquires must have a fair market value equal to at least
80% of Chardan's net assets at the time of such acquisition. Chardan's board of
directors determined that this test was clearly met in connection with its
acquisition of Origin.

Stockholder Approval of Business Combination

Chardan will proceed with the acquisition of Origin only if a majority
of all of the outstanding shares of Chardan is voted in favor of the stock
purchase and redomestication merger proposals. The stockholders existing prior
to the initial public offering have agreed to vote their common stock on these
proposals in accordance with the vote of the majority offering. If the holders
of 20% or more of Chardan's common stock vote against the stock purchase
proposal and demand that Chardan convert their shares into, their pro rata share
of the trust account, then Chardan will not consummate the stock purchase. In
this case, Chardan would be able to present another potential business
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combination to its stockholders, subject to the time limitations set forth
below.
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Liquidation if no business combination

If Chardan does not complete a business combination by September 22,
2005, or by March 22, 2006 if the extension criteria described below have been
satisfied, Chardan will be dissolved and will distribute to all of its public
stockholders, in proportion to their respective equity interests, an aggregate
sum equal to the amount in the trust account, inclusive of any interest, plus
any remaining net assets. Chardan's existing stockholders have waived their
rights to participate in any liquidation distribution with respect to shares of
common stock owned by them immediately prior to the initial public offering.
There will be no distribution from the trust account with respect to Chardan's
warrants.

If Chardan were to expend all of the net proceeds of the initial public
offering, other than the proceeds deposited in the trust account, the per-share
liguidation price as of , 2005 would be $ , or $
less than the per-unit offering price of $6.00 in Chardan's initial public
offering. The proceeds deposited in the trust account could, however, become
subject to the claims of Chardan's creditors and there is no assurance that the
actual per-share liquidation price will not be less than $ , due to those
claims. If Chardan liquidates prior to the consummation of a business
combination, Richard D. Propper, MD, chairman of the board, Jiangnan Huang,
chief executive officer and director, Zhang Li, Chief Financial Officer and
director, and Kerry S. Propper, executive vice president and director, will be
personally liable to pay debts and obligations to vendors and certain other
entities that are owed money by, or hold a claim against Chardan, in an amount
in excess of the net proceeds of Chardan's initial public offering not held in
the trust account. There is no assurance, however, that they would be able to
satisfy those obligations.

If Chardan enters into either a letter of intent, an agreement in
principle or a definitive agreement to complete a business combination prior to
September 22, 2005, but is unable to complete the business combination by
September 22, 2005, then Chardan will have an additional six months in which to
complete the business combination contemplated by the letter of intent,
agreement in principle or definitive agreement. If Chardan is unable to do so by
March 22, 2006, upon notice from Chardan, the trustee of the trust account will
commence liquidating the investments constituting the trust account and will
turn over the proceeds to the transfer agent for distribution to the
stockholders holding shares acquired through the initial public offering.

The stockholders holding shares of Chardan common stock issued in the
initial public offering will be entitled to receive funds from the trust account
only in the event of Chardan's liquidation or if the stockholders seek to
convert their respective shares into cash and the stock purchase is actually
completed. In no other circumstances shall a stockholder have any right or
interest of any kind to or in the trust account.
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Facilities

Chardan maintains executive offices at 625 Broadway, Suite 1111, San
Diego, California 92101. The cost for this space is included in a $7,500
per-month fee that Chardan Ventures, an affiliate of R. Richard D. Propper,
Jiangnan Huang and Zhang Li, charge Chardan for general and administrative
services. Chardan believes, based on rents and fees for similar services in the
San Diego area, that the fees charged by Chardan Ventures are at least as
favorable as Chardan could have obtained from an unaffiliated person. Chardan
considers its current office space adequate for current operations.

Employees

Chardan has four directors, three of whom also serve as officers. These
individuals are not obligated to contribute any specific number of hours to
Chardan's business per week, and they intend to devote only as much time as they
deem necessary to Chardan's affairs. Chardan has no paid employees.
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Periodic Reporting and Audited Financial Statements

Chardan has registered its securities under the Securities Exchange Act
of 1934 and has reporting obligations, including the requirement to file annual
and quarterly reports with the SEC. In accordance with the requirements of the
Securities Exchange Act of 1934, Chardan's annual reports will contain financial
statements audited and reported on by Chardan's independent accountants. Chardan
has filed with the Securities and Exchange Commission a Form 10-KSB covering the
fiscal year ended December 31, 2004 and a Form 10-QSB covering the fiscal
quarter ended March 31, 2005.

Legal Proceedings

There are no legal proceedings pending against Chardan.

Plan of Operations

The following discussion should be read in conjunction with Chardan's
Financial Statements and related notes thereto included elsewhere in this proxy
statement/prospectus.

Chardan was formed on December 5, 2003 to serve as a vehicle to effect
a stock purchase, capital stock exchange, asset acquisition or other similar
business combination with a currently unidentified business with operations in
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the PRC that Chardan believes has significant growth potential.

Chardan consummated its initial public offering on March 22, 2004.

The net loss of $667,699 for the year ended December 31, 2004 consisted
primarily of $224,198 of travel and entertainment expenses, $232,304 of
consulting expenses, $91,567 for directors and officers liability insurance,
$71,371 for a monthly administrative services agreement, $174,999 for
professional fees, $13,964 for transfer agent fees and other formation expenses,
operating costs of $1,608 and franchise taxes of $24,171, offset by interest
income on the trust account investments, excluding deferred interest, in the
amount of $166,483. Of the consulting expenses, $125,000 relates to an agreement
Chardan entered into with Best of the Best during the quarter ended June 30,
2004, to assist in Chardan's search for prospective target companies in China.
The consulting firm has also performed due diligence on prospective target
businesses and assisted Chardan in structuring and consummating a business
combination with Origin. In the event Chardan acquires Origin, we are obligated
to pay the consulting firm an additional $125,000.

Chardan has also employed a financial public relations firm for a
period of one year, commencing in December 2004. Chardan agreed to an initial
retainer of $24,000 for the first two months of services to be paid $20,000 on
signing and the balance of $4,000 payable upon closing of the proposed business
combination. For the remaining 10 months, Chardan will pay $10,000 per month,
plus reasonable and necessary out-of-pocket expenses. The monthly payment will
accrue until the closing of the proposed business combination. The agreement is
renewed automatically for successive one year periods unless notice of
termination is given 30 days in advance of the renewal date.

$20,527,500 of the net proceeds of the initial public offering are in
trust, with the remaining net proceeds of approximately $714,500 to pay for
business, legal and accounting due diligence on prospective acquisitions and
continuing general and administrative expenses. The amount of net proceeds to be
available for these purposes was determined through discussion with the
underwriters of the initial public offering and based on the experience of other
companies engaged in similar business endeavors.

Chardan has incurred expenses in excess of the net proceeds not held in
the trust account from its initial public offering. The reason for this is in
part due to unanticipated additional expenses, including the costs associated
with a transaction that was not pursued, greater costs in the due diligence
process, and unanticipated additional travel between the United States and
China. All of the net proceeds of its initial public offering not held in trust
will be used to identify and evaluate prospective acquisition candidates, select
the target business, and structure, negotiate and consummate the business
combination.
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Chardan intends to utilize its cash, including the funds held in the
trust account, capital stock, debt or a combination of the foregoing to effect a
business combination. To the extent that its capital stock or debt securities
are used in whole or in part as consideration to effect a business combination,
the proceeds held in the trust account as well as any other available cash will
be used to finance the operations of the target business. At March 31, 2005, we
had cash outside of the trust account of $19,974, and total liabilities of
$421,291, leaving Chardan with working capital of $20,442,666 or ($401,317),
excluding investments held in trust. If Chardan is unable to consummate its
proposed business combination with Origin discussed above in Item 1, it does not
believe it will have sufficient available funds outside of the trust account to
operate through March 22, 2006. Accordingly, Chardan intends to seek alternative
funds through borrowings, including from its officers and directors who have
indicated their willingness to lend the necessary sums.

Chardan is obligated to pay to Chardan Ventures LLC a monthly fee of
$7,500 for general and administrative services. In addition, in December 2003
and January 2004, Kerry Propper, Chardan's executive vice president, advanced an
aggregate of $70,000 to us, on a non-interest bearing basis, for payment of
offering expenses on Chardan's behalf. These amounts were repaid in March 2004
out of proceeds of its initial public offering.

Chardan is obligated, commencing April 1, 2004, to pay to Chardan
Ventures, an affiliate of Dr. Richard D. Propper, its chairman of the board,
Jiangnan Huang, a director and chief executive officer and Zhang Li, a director
and chief financial officer, a monthly fee of $7,500 for general and
administrative services.

Off-Balance Sheet Arrangements.

There were no off-balance sheet arrangements during the period from
December 5, 2003 (inception) through December 31, 2004 or in the quarter ended
March 31, 2005, that have or are reasonably likely to have a current or future
effect on our financial condition, changes in financial condition, revenues or
expenses, results of operations, liquidity, capital expenditures or capital
resources that is material to Chardan.
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PRO FORMA
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The following unaudited pro forma condensed consolidated balance sheet
combines the consolidated historical balance sheet of State Harvest Holdings
Limited, a BVI company, and the Origin Operating Companies (together, "Origin")
and the historical balance sheet of Chardan Capital Acquisition Corp.
("Chardan") as of December 31, 2004.
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The following unaudited pro forma condensed consolidated statements of
operations combine the historical statements of operations of Origin and Chardan
for the year ended December 31, 2004, giving effect to the transaction described
in the Stock Purchase Agreement, dated December 20, 2004 (the "Transaction"), as
if it had occurred on January 1, 2004.

The unaudited pro forma condensed consolidated balance sheet at
December 31, 2004 and the statement of operations for the year then ended has
been prepared using two different levels of approval of the Transaction by the
Chardan stockholders, as follows:

o Assuming Maximum Approval: This presentation assumes that 100% of
Chardan stockholders approve the Transaction; and

o Assuming Minimal Approval: This presentation assumes that only 80.1%
of Chardan stockholders approve the Transaction.

We are providing this information to aid you in your analysis of the
financial aspects of the Transaction. The unaudited pro forma condensed
consolidated financial statements described above should be read in conjunction
with the historical financial statements of Origin and Chardan and the related
notes thereto. The unaudited pro forma information is not necessarily indicative
of the financial position or results of operations that may have actually
occurred had the Transaction taken place on the dates noted, or the future
financial position or operating results of the combined company.

The unaudited pro forma condensed consolidated financial statements
were prepared treating the Transaction as a recapitalization of Origin. Since
Chardan is not an operating company, the Transaction is treated as the issuance
of shares of Origin for the net tangible assets (consisting principally of cash)
of Chardan. Therefore, no goodwill has been recorded in the Transaction.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
ASSUMING MAXIMUM APPROVAL
DECEMBER 31, 2004

Pro Forma

Origin Chardan Adjustments
ASSETS
Current Assets:
Cash and cash equivalents $ 8,318,511 $ 99,231 $ 20,735,328
(9,750,000)
Investments held in trust 20,735,328 (20,735,328)
Due from related parties 94,792
Advances to suppliers 198,594
Inventories 28,492,922
Income tax receivable 909, 996
Prepaid expenses and other current assets 1,240,803 49,532
Total Current Assets 39,255,618 20,884,091 (9,750,000)
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Land use rights, net 1,365,553
Plant and equipment, net 7,974,611
Equity investment 1,241,419
Acquired intangible assets, net 347,062
Deferred income tax assets 50,623
Other assets 74,252
Total assets $50,309,138 $20,884,091 $ (9,750,000)

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:

Short term borrowings $ 4,953,785
Accounts payable 2,747,727 $243,357
Due to growers 10,071,516
Due to officers and related parties 170,753 $250,000
Advances from customers 9,506,856
Deferred revenue 4,581,714
Deferred interest 41,545 (41,545)
Income tax payable 139,187
Other payables and accrued expenses 813,694
Total Current Liabilities 32,985,232 284,902 208,455
Other long-term liabilities 346,982
Total Liabilities 33,332,214 284,902 208,455
Common stock subject to redemption 4,103,450 (4,103,450)
Minority Interests 427,004

Shareholders' equity (deficiency):

Common stock 10,000 490 (10,000)

1,020

Additional paid-in capital 12,082,402 17,163,483 4,103,450

(12,082,402)

1,464,693

Retained earnings (accumulated deficit) 4,457,518 (668,234) 41,545

626,689

Total stockholders' equity 16,549,920 16,495,739 (5,855,005)

Total liabilities and stockholders' equity $50,309,138 $20,884,091 $ (9,750,000)
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
ASSUMING MINIMUM APPROVAL
DECEMBER 31, 2004
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ASSETS

Current Assets:
Cash and cash equivalents

Investments held in trust
Due from related parties
Advances to suppliers
Inventories

Income tax receivable

Prepaid expenses and other current assets

Total Current Assets

Land use rights, net

Plant and equipment, net

Equity investment

Acquired intangible assets, net
Deferred income tax assets
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:

Short term borrowings

Accounts payable

Due to growers

Due to officers and related parties

Advances from customers

Deferred revenue

Deferred interest

Income tax payable

Other payables and accrued expenses

Total Current Liabilities

Other long-term liabilities

Total Liabilities

Common stock subject to redemption

Minority Interests

Pro For

Origin Chardan Adjustme

$ 8,318,511 $ 99,231 $ 20,73

(9,75

(4,14

20,735,328 (20,73
94,792
198,594
28,492,922
909, 996

1,240,803 49,532

39,255,618 20,884,091 (13,89
1,365,553
7,974,611
1,241,419
347,062
50,623
74,252

$50,309,138 $ 20,884,091 $ (13,894,
$ 4,953,785

2,747,727 $243,357

10,071,516

170,753 $25
9,506,856
4,581,714

41,545 (4
139,187
813,694

32,985,232 284,902 20
346,982

33,332,214 284,902 20

4,103,450 (4,10
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
(Continued)

ASSUMING MINIMUM APPROVAL
DECEMBER 31, 2004

Pro Form

Origin Chardan Adjustmen

Shareholders' equity (deficiency):
Common stock 10,000 490 (10
1
Additional paid-in capital 12,082,402 17,163,483 (12,082
1,422
Retained earnings (accumulated deficit) 4,457,518 (668,234) 668
Total stockholders' equity 16,549,920 16,495,739 (10,000
Total liabilities and stockholders' equity $ 50,309,138 S 20,884,091 $ (13,894
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
ASSUMING MAXIMUM APPROVAL
FOR THE YEAR ENDED DECEMBER 31, 2004

Origin Chardan Adju

Revenues $ 36,430,799
Cost of revenues 21,544,457
Gross Profit 14,886,342

Operating expenses

Selling and marketing expenses 2,463,576
General and administrative expenses 2,917,851 $834,182
Research and development expenses 818,416

Total operating expenses 6,199,843 834,182
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Income from operations
Interest expense
Interest income

Equity in earnings of associated company
Other income

Income before income taxes and minority

Interests
Income taxes

Income before minority interests

Minority interests

Net income (loss)

Pro Forma Net income per share (f)
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8,686,499 (834,182)
(100,425)

44,948 166,483

232,538
18,017

8,881,577
930,162

7,951,415
(42,339)

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

ASSUMING MINIMUM APPROVAL
FOR THE YEAR ENDED DECEMBER 31,

Revenues
Cost of revenues

Gross Profit

Operating expenses
Selling and marketing expenses
General and administrative expenses
Research and development expenses

Total operating expenses

Income from operations
Interest expense
Interest income

Equity in earnings of associated company
Other income

Income before income taxes and minority
Interests
Income taxes

2004

Chardan Ad

Origin

$ 36,430,799
21,544,457

2,463,576
2,917,851
818,416

$834,182

8,686,499 (834,182)
(100,425)
44,948 166,483
232,538
18,017

8,881,577
930,162
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Income before minority interests 7,951,415 (667,699)
Minority interests (42,339)
Net income (loss) S 7,909,076 S (667,699) S

Pro Forma Net income per share (f)
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UNAUDITED PRO FORMA CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS
PRO FORMA ADJUSTMENTS

(a) to record the release of funds held in trust by Chardan

(b) to record the payment of the $10,000,000 initial cash payment, net of
$250,000 hold back to secure indemnification obligations

(cl) assuming maximum approval, to reclassify common stock held in trust to
permanent equity and to record related deferred interest as income

(c2) assuming minimum approval, to record refund of funds to dissenting
stockholders
(d) to record the issuance of 10,000,000 shares of Chardan common stock for

all the shares of Origin

(e) to eliminate the accumulated deficit (as adjusted when assuming maximum
approval) of Chardan as Origin will be the continuing entity for
accounting purposes

(f) Pro forma net income per share was calculated by dividing pro forma net
income by the weighted average number of shares outstanding as follows:

Year ended December 31, 2004

Assuming Maximum Approval Assuming Mi

(100%) (

Shares issued to the shareholders of 10,000,000 10,0
Origin in the Transaction

Shares issued to Best of the Best in 200,000 20

connection with the Transaction
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Chardan weighted average shares 4,039,000 3,4

Options and warrants have not been considered since the related exercise prices
are in excess of the market prices during the periods.
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DIRECTORS AND MANAGEMENT
Directors and Management Following the Stock Purchase

At the effective time of the stock purchase, the board of directors and
executive officers of Agritech will be as follows:

Name Age Position

Gengchen Han 49 Chairman of the Board and Chief Executive Of

Yasheng Yang 41 Director and President, Treasurer and Chief
Officer

Liang Yuan 47 Director and Executive Vice Chairman

Bailiang Zhang 63 Director

Da Fang Huang 63 Director

Kerry S. Propper 30 Director

Steven Urbach 29 Director

Michael D. Chermak 45 Director

Remo Richli 42 Director

Gengchen Han will be the Chairman and Chief Executive Officer of
Agritech and will be the chief executive officer of each of the Origin Operating
Companies and Origin. Mr. Han is currently Executive Chairman of Origin Seed and
its affiliated companies, a position that he has held since founding the
business in 1997. Dr. Han has more than 20 years of experience in research and
development of hybrid seed products, particularly corn seed. From 1982 until
1984, Dr Han was a lecturer at the Henan Agriculture University. From 1984 to
1987, Dr. Han studied at Iowa State University and received his PhD degree in
Plan Breeding and Cytogenics. From 1989 until 1990 he was with the International
Maize and Wheat Improvement Center (CIMMYT) in Mexico. He then went to Pioneer
Hi-bred International from 1990 to 1996; his positions there having included
Regional Technical Coordinator for Asia/Pacific and Regional Supervisor for
China Business.

Yasheng Yang will be a director and the president, treasurer and chief
operating officer of Agritech and will be an executive officer of each of the
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Origin Operating Companies and Origin. He has been the President and Chief
Operating Officer of Origin Seed in its affiliated companies since 1998,
principally responsible for advertising and marketing. Prior to joining Origin
Seed, from 1995 to 1997, he worked in the Fujian government as an officer, where
he specialized in technology, medical and educational areas.

Liang Yuan will be a director and the executive vice chairman of
Agritech and will be an executive officer of the Origin Operating Companies and
Origin. Mr. Yang has been the chairman of Origin Seed and its affiliated
companies since 1997, principally responsible for infrastructure and public
relations. Prior to joining Origin Seed, Mr. Yuan was at the Fujian Economic
Research Institute from 1985 to 1997, where he was in charge of the research and
development of the regional economy in Fujian province.

Bailiang Zhang will be a director of Agritech. Mr. Zhang served a
president of Henan Agriculture University from 1994 to 2003, and occupied other
positions in the University since 1985. As a result of his work in the field of
agriculture, he has received numerous honors, including acting as a
representative to the National People's Congress, and the 51 Labor Medal, one of
the highest awards given to Chinese citizens in recognition of significant
contributions to the welfare of the country.
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Da Fang Huang will be a director of Agritech. Mr. Huang has been the
director and CAAS Professor of the Biotechnology Research Institute located in
Beijing, PRC since 1995. From 1993 to 1995, Mr. Huang was the Deputy Director
and CAAS Professor of the Institute of Plant Protection. From 1986 to 1988 and
in 1992, Mr. Huang was a visiting scientist at Cornell University and the Boyce
Thompson Institute. From 1960 to 1965, Mr. Huang was working at the Beijing
Agricultural University in the Department of Plant Pathology.

Kerry S. Propper will be a continuing director of Agritech, the
successor to Chardan. He was a founder and has been the executive vice president
and a director of Chardan since its inception in December 2003. Mr. Propper is
the chief executive officer and a director of each of Chardan China Acquisition
Corp. II and Chardan China Acquisition Corp. III, blank check companies
organized to locate and consummate business combinations in the PRC. Mr. Propper
is also a principal and CEO of Chardan Capital Markets, LLC, a broker dealer,
which he founded with Steven Urbach in February 2003. Mr. Propper has been the
owner and chief executive officer of The Gramercy Group LLC, a New York based
broker/dealer, since July 2003. From February 1999 until March 2003 Mr. Propper
was a founder, owner and managing director of Windsor Capital Advisors, LLC, an
investment advisory and investment banking firm located in New York. Mr. Propper
also founded The Private Capital Group LLC, a small private investment firm
specializing in loans and convertible preferred debt and equity offerings for
small public companies, in May 2000 and was affiliated with it until December
2003. From July 1997 until February 1999, Mr. Proper served as a senior trader
of Aegis Capital Corp, a broker dealer and member firm of the NASD. Mr. Propper
is also currently serving as a board member of Source Atlantic, Inc., a Boston
based health care technology company.

Steven Urbach will be a director of Agritech. He is currently a
principal in and President and Chief Financial Officer of Chardan Capital
Markets, LLC, which he founded with Kerry Propper in February 2003. From
February 1999 to February 2003, Mr. Urbach was a Senior Trader at Windsor
Capital Advisors, LLC, a firm specializing in making markets in Nasdag
securities. From September 1997 until February 2000, Mr. Urbach worked at Chase
Manhattan Bank as an analyst and portfolio manager.
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Michael D. Chermak will be a continuing director of Agritech. He is
currently the Chairman and Chief Executive Officer of Retail Pilot, the parent
of ShopGuard USA, a private company located in San Diego, California, which he
joined in 2004. ShopGuard markets tracking and security devices to the retail
industry. From August 2003 to June 2004, Mr. Chermak was the Chief Executive
Officer Carttronics, LLC, which made and marketed devices that prevent
unauthorized removal of shopping carts from retailers' premises. From June 2001
to July 2002, Mr. Chermak was the chief executive officer of First Opinion Corp.
which develops software used to assist healthcare providers in making
differential diagnoses of patients. From mid-1999 through July 2000, Mr. Chermak
was a principal of eByz, LLC, a software development company that he co-founded.
eByz was focused on supply chain simplification and automation software
products.

Remo Richli will be a director of Agritech. Mr. Richli has been engaged
since 2001 in corporate finance activities through his firm, Richli Consulting,
located in Switzerland and Los Angeles, California. From 1999 to 2001, Mr.
Richli was a financial expert at RP Associates, a firm of finance and accounting
task consultants. During his time with RP Associates, Mr. Richli was also the
Chief Financial Officer of one of its clients. From 1993 to 1999, Mr. Richli had
another consulting firm engaged in corporate finance consultancy for mid-sized
companies in financial distress and acted as the Chief Executive Officer of
client companies on a consulting basis. From 1991 to 1993, Mr. Richli worked
with the Department of Finance of the City of Luzern, Switzerland.
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Meetings and Committees of the Board of Directors of Chardan

During the fiscal year ended December 31, 2004, Chardan's board of
directors held four meetings. Although Chardan does not have any formal policy
regarding director attendance at annual stockholder meetings, Chardan attempts
to schedule its annual meetings so that all of its directors can attend. In
addition, Chardan expects its directors to attend all board and committee
meetings and to spend the time needed and meet as frequently as necessary to
properly discharge their responsibilities.

Independence of Directors

In anticipation of being listed on the Nasdag National Market, Agritech
will elect to follow the rules of Nasdaq in determining whether a director is
independent. The board of directors of Agritech also will consult with the
Company's counsel to ensure that the board's determinations are consistent with
those rules and all relevant securities and other laws and regulations regarding
the independence of directors. The Nasdaqg listing standards define an
"independent director" generally as a person, other than an officer of the
company, who does not have a relationship with the company that would interfere
with the director's exercise of independent judgment. Consistent with these
considerations, the board of directors of Agritech has affirmatively determined
that, upon the appointment to the board of directors of Agritech on the closing
of the stock purchase, Messrs. Da Fang Huang, Bailiang Zhang, Steven Urbach,
Michael D. Chermak and Remo Richli will be the independent directors of Agritech
for the ensuing year. The other directors are not independent.

Chardan currently does not have an independent board of directors and
is not required to have one.
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Audit Committee

In anticipation of being listed on the Nasdag National Market, Agritech
will establish an audit committee to be effective at the consummation of the
stock purchase the members will be: Remo Richli (chairman), Steven Urbach and
Michael Chermak. As required by Nasdaq listing standards, Chardan's audit
committee is comprised of at least three independent directors who are also
"financially literate." The listing standards define "financially literate" as
being able to read and understand fundamental financial statements, including a
company's balance sheet, income statement and cash flow statement. Messrs.
Richli, Urbach and Chermak are financially literate. The board of directors
believes that each audit committee member has an understanding of generally
accepted accounting principles and financial statements, the ability to assess
the general application of such principles in connection with the company's
financial statements, including estimates, accruals and reserves, experience in
analyzing or evaluating financial statements of similar breadth and complexity
as the company's financial statements, an understanding of internal controls and
procedures for financial reporting and an understanding of audit committee
functions.

Audit Committee Financial Expert

The board of directors believes that Mr. Remo Richli, a director of
Agritech, will qualify as an "audit committee financial expert" within the
meaning of all applicable rules. The board of directors believes that Mr. Richli
has financial expertise from his degrees in business, his activities as a chief
executive officer and chief financial officer of various companies, and his
consulting activities in the areas of accounting, corporate finance, capital
raising and corporate financial analysis.
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Current Chardan Board of Directors

In March 2005, the board of directors of Chardan established an audit
committee. The sole member of the committee is Mr. Michael Chermak, who is an
"independent director" and who is considered "financially literate," as such
terms are defined by Nasdag. In March 2005 the board of directors adopted an
audit committee charter. Pursuant to the terms of the charter, the audit
committee's responsibilities include, among other things:

o annually reviewing and reassessing the adequacy of the committee's
formal charter;

o reviewing our annual audited financial statements with our
management and our independent auditors and the adequacy of our
internal accounting controls;

o reviewing analyses prepared by management and independent auditors
concerning significant financial reporting issues and judgments made
in connection with the preparation of our financial statements;

o the engagement of the independent auditor;
o reviewing the independence of the independent auditors;
o reviewing our auditing and accounting principles and practices with

the independent auditors and reviewing major changes to our auditing
and accounting principles and practices as suggested by the
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o the appointment of the independent auditor to the board of
directors, which firm is ultimately accountable to the audit
committee and the board of directors;

o approving professional services provided by the independent
auditors, including the range of audit and non-audit fees; and

o reviewing all related party transactions on an ongoing basis for
potential conflict of interest situations.

The audit committee will pre-approve the services to be provided by its
independent auditors going forward. The audit committee also reviews and
recommends to the board of directors whether or not to approve transactions
between the company and an officer or director outside the ordinary course.

Meetings and Attendance

As the Chardan audit committee was not formed until March 2005, it did
not meet in the year ended December 31,2004.

Independent Auditors' Fees

Goldstein Golub Kessler LLP ("GGK") has a continuing relationship with
American Express Tax and Business Services Inc. ("TBS") from which it leases
auditing staff who are full time, permanent employees of TBS and through which
its partners provide non-audit services. As a result of this arrangement, GGK
has no full time employees and therefore, none of the audit services performed
were provided by permanent full-time employees of GGK. GGK manages and
supervises the audit and audit staff, and is exclusively responsible for the
opinion rendered in connection with its examination.
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Other services, which do not include Financial Information System
Design and Implementation fees, have been provided by TBS.

Audit Fees

During the fiscal year ended December 31, 2004, Chardan paid, or expect
to pay, Chardan's principal accountant $20,000 for the services they performed
in connection with the initial public offering, including the financial
statements included in the Current Report on Form 8-K filed with the Securities
and Exchange Commission on March 22, 2004, $2,000 in connection with the 2003
Form 10-KSB, $15,000 in connection with the review of the Quarterly Reports on
Form 10-0SB, and approximately $12,000 in connection with the December 31, 2004
audit and Form 10-KSB.

Audit-Related Fees

During 2004, Chardan's principal accountant did not render assurance
and related services reasonably related to the performance of the audit or
review of financial statements.

Tax Fees

During 2004, Chardan paid TBS approximately $1,900 for tax compliance.

All Other Fees
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During 2004, there were no fees billed for products and services
provided by the principal accountant to Chardan other than those set forth
above.

Audit Committee Pre-Approval Policies and Procedures

In accordance with Section 10A(i) of the Securities Exchange Act of
1934, before the company engages its independent accountant to render audit or
permitted non-audit services, the engagement will be approved by the audit
committee.

Audit Committee Report

As the audit committee of Chardan was not be formed until March 2005,
it has not yet met in respect of the end of a fiscal year or prepared a
committee report.

Code of Ethics

In anticipation of the stock purchase, the board of directors of
Agritech will adopt a code of ethics that applies to Agritech's directors,
officers and employees as well as those of its subsidiaries. A copy of the form
of Agritech's code of ethics has been filed as an annex to this proxy statement.
Requests for copies of Agritech's code of ethics should be sent in writing to
Chardan China Acquisition Corp., 625 Broadway, Suite 111, San Diego, California
92101, Attention: Secretary.

Chardan has not yet adopted a formal code of ethics statement because
the board of directors evaluated the business of the company and the number of
employees and determined that since the business is largely limited to
maintaining its cash investments while its searches for a target company and
consummates an acquisition and the only persons acting for Chardan are the five
directors who are also the officers, general rules of fiduciary duty and federal
and state securities laws are adequate ethical guidelines.
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Stock Option Committee Information

Upon consummation of the stock purchase, the board of directors of
Agritech will establish a stock option committee with Steven Urbach and Remo
Richli as its members. The purpose of the stock option committee will be to
administer the company's stock option plans, including authority to make and
modify awards under such plans. Initially, the plan will be the Chardan 2005
Performance Equity Plan, as assumed by Agritech. Since the plan has not yet been
approved, the stock option committee has not had any meetings and no options or
other awards have been granted under the plan.

Nominating Committee Information

In anticipation of being listed on the Nasdag National Market, Agritech
will form a nominating committee in connection with the consummation of the
stock purchase. The members will be Steven Urbach, Remo Richli and Michael D.
Chermak, each an independent director under Nasdag listing standards. The
nominating committee will be responsible for overseeing the selection of persons
to be nominated to serve on Agritech's board of directors. The nominating
committee will consider persons identified by its members, management,
stockholders, investment bankers and others. A copy of the form of nominating
committee charter is attached as an annex to this proxy statement.
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Chardan does not have any restrictions on stockholder nominations under
its certificate of incorporation or by-laws. The only restrictions are those
applicable generally under Delaware corporate law and the federal proxy rules.
Prior to the consummation of the stock purchase agreement, Chardan has not had a
nominating committee or a formal means by which stockholders can nominate a
director for election. Currently the entire board of directors decides on
nominees, on the recommendation of one or more members of the board. None of the
members of the board of directors are "independent." Currently, the board of
directors will consider suggestions from individual stockholders, subject to
evaluation of the person's merits. Stockholders may communicate nominee
suggestions directly to any of the board members, accompanied by biographical
details and a statement of support for the nominees. The suggested nominee must
also provide a statement of consent to being considered for nomination. Although
there are no formal criteria for nominees, the board of directors believes that
persons should be actively engaged in business endeavors, have a financial
background, and be familiar with acquisition strategies and money management.

Because the management and directors of Chardan are the same persons,
the board of directors has determined not to adopt a formal methodology for
communications from stockholders on the belief that any communication would be
brought to the boards' attention by virtue of the co-extensive employment.

Director Compensation

Agritech intends to pay its non-employee directors a per diem for each
board meeting that they attend, reimburse their expenses incurred in attending
meetings and award options to purchase shares of common stock to be issued on
election, exercisable at the market price of the common stock on the date of
issuance, vesting immediately and exercisable for five years. The options will
be issued under the stock option plan approved by the board of directors and
stockholders pursuant to this proxy statement and the underlying common stock
will be registered for issuance upon exercise. The amounts of compensation and
numbers of shares subject to options have not been determined.
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Chardan's directors do not currently receive any cash compensation for
their service as members of the board of directors.

Executive Compensation

Each of Dr. Gengchen Han and Messrs. Liang Yuan and Yasheng Yang will
enter into employment agreements with Origin, effective as of the effective time
of the redomestication merger. Dr. Han will be employed as the chairman and
chief executive officer, Mr. Yuan will be the executive vice chairman and Mr.
Yang will be president and chief operating officer. The agreements will provide
for an annual salary of $250,000 and a discretionary cash bonus based on growth
in the combined company's per-share value, achievement of growth and business
targets, satisfaction of company capital requirements and other criteria, as the
compensation committee determines. The executives will be entitled to insurance
benefits, five weeks vacation, a car and reimbursement of business expenses and,
if necessary, relocation expenses. The agreements will be terminable by Origin
for death, disability and cause. The executive may terminate for good reason,
which includes Origin's breach, the executive not being a member of the board of
directors, and change of control. In the event of termination for good reason,
the executive will receive two years compensation and benefits. The agreements
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contain provisions for the protection of confidential information and a
three-year—after employment non-competition period within China. In the purchase
agreement, there is an additional non-competition agreement applicable to these
persons for the greater of five years after consummation or two years after
employment that includes Hong Kong and Taiwan, in addition to China.

Origin's Executive Officers

The following sets forth summary information concerning the
compensation paid by Origin to Gengchen Han, Liang Yuan and Yasheng Yang during
the last three fiscal years.

Management Compensation Summary

Annual Compensation

Name Year Salary ($) Bonus ($)
Gengchen Han 2002 50,051 0
2003 52,920 66,672
2004 —= -
Liang Yuan 2002 21,140 0
2003 18,663 50,004
2004 —= -
Yasheng Yang 2002 33,739 0
2003 36,612 55,576
2004 —= -

Since its formation, neither Origin nor any of the Origin Operating
Companies has granted any pension plans, stock options or stock appreciation
rights, any awards under long-term incentive plans, or any other non-cash
compensation.

Chardan Executive Officers

No executive officer of Chardan has received any cash or non-cash
compensation for services rendered to Chardan. Each executive officer has agreed
not to take any compensation prior to the consummation of a business
combination.
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Commencing April 1, 2004 and ending upon the acquisition of a target
business, Chardan has paid and will continue to pay an administrative services
fee totaling $7,500 per month to Chardan Ventures for providing Chardan with
office space and certain office and secretarial services. Other than this $7,500
per month in fees, no compensation of any kind, including finders and consulting
fees, has been or will be paid to any of the Chardan stockholders existing prior
to its initial public offering, or any of their respective affiliates, for
services rendered prior to or in connection with a business combination.
However, Chardan stockholders existing prior to its initial public offering have
been and will continue to be reimbursed for any out-of-pocket expenses incurred
in connection with activities on our behalf, such as identifying potential
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target businesses and performing due diligence on suitable business
combinations.

Executive Compensation Determination

It is the intention of Agritech to determine executive compensation by
a decision of the majority of the independent directors, at a meeting at which
the chief executive officer will not be present. In the future, the board may
establish a committee. At this time, Agritech does not believe a separate
committee is necessary because the senior executives of the company are employed
under written compensation agreements and the Stock Purchase Agreement provides
for equity-based incentive compensation, all of which agreements were negotiated
by the Chardan board of directors in arms-length negotiations.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Chardan

Prior to Chardan's initial public offering, Chardan issued shares of
common stock to a number of parties at a price of $0.033 per share. Subsequent
to issuance, the Company authorized a 1.166666:1 forward split of its stock,
reducing the effective price per share to $0.029. These shares will be held in
escrow until March 2007. The parties to whom the stock was issued and the amount
of stock issued to them, as well as their relationship to the Company, are set
forth below. The number of shares shown are the number of shares held after the
split referred to above:

Number
Name of Shares Relationship to Us
Dr. Richard D. Propper 244,125 Chairman of the Board
Jiangnan Huang 134,167 Director, Chief Executive Officer
Zhang Li 134,167 Director, Chief Financial Officer
Kerry S. Propper 177,042 Director, Executive Vice President
Daniel P. Beharry 83,417 Shareholder
Steven Urbach 72,917 Shareholder
Anthony D. Errico, Jr. 23,333 Shareholder
Michael Urbach 5,832 Shareholder

The holders of these shares are entitled to make up to two demands that
Chardan register these shares pursuant to a registration rights agreement dated
March 4, 2004. The holders of the majority of these shares can elect to exercise
these registration rights at any time after the date on which these shares of
common stock are released from escrow. In addition, these stockholders have
certain "piggy-back" registration rights on registration statements filed
subsequent to the date on which these shares of common stock are released from
escrow. The combined company will bear the expenses incurred in connection with
the filing of any such registration statements.

Chardan Ventures, an affiliate of Dr. Richard D. Propper, Chardan's
Chairman, and Jiangnan Huang and Zhang Li, both officers and directors of
Chardan has agreed that commencing April 1, 2004 and ending upon the acquisition
of a target business, it will make available to Chardan a small amount of office
space and certain office and secretarial services, as Chardan may require from
time to time. Chardan has agreed to pay Chardan Ventures a total of $7,500 per
month for these services. As of January 31, 2005, Chardan has paid or accrued
for payment to Chardan Ventures a total of $75,000.
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Chardan has and will continue to reimburse its officers and directors
for any reasonable out-of-pocket business expenses incurred by them in
connection with certain activities on its behalf, such as identifying and
investigating possible target businesses and business combinations.

Other than the $7,500 per-month administrative fee and reimbursable
out-of-pocket expenses payable to Chardan officers and directors, no
compensation or fees of any kind, including finders and consulting fees, will be
paid to any of the above listed Chardan stockholders.

After completion of the stock purchase, Dr. Propper will continue to
serve in the capacity of Vice President, Corporate Development, without
compensation, and Chardan Capital, LLC, an affiliate of Dr. Propper, Mr.
Beharry, Mr. Zhang and Mr. Huang, will provide a variety of ongoing services to
Origin over the next two years at a cost to Origin of $30,000 per month. The
services will be on a non-exclusive basis and will include advice and help in
meeting US public reporting requirements and accounting standards,
Sarbanes-Oxley compliance, corporate structuring and development, stockholder
relations, corporate finance and operational capitalization and such other
similar services as requested and agreed to by Chardan Capital, LLC.

All ongoing and future transactions between Chardan and any of its
officers and directors or their respective affiliates, will be on terms believed
by Chardan to be no less favorable than are available from unaffiliated third
parties and will require prior approval in each instance by a majority of the
members of Chardan board who do not have an interest in the transaction.

Dr. Richard Propper is the father of Mr. Kerry Propper.
Origin has lent the following amounts to some of its executive officers

who are also some of the Origin Stockholders, on a non-interest bearing basis,
without a specified due date:

RMB Uss

2003 2004
Yang Yasheng 300,000 $39,174
Zhao Yuping 200,000 $24,573
Han Gengchen $3,512
Yuan Liang $2,633
Zhang Weidong $319
Chen WieQiang $200

500,000 $70,411

Henan Agricultural University owes Origin $24,381. During fiscal year
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2004, Origin paid to Henan Agricultural University $253,736 for technology usage
fees for the exclusive right to use certain seed technologies. Henan
Agricultural University is a minority stockholder of Beijing Origin. Origin paid
Shijiazhuang Li Yu Technology Development Co., Ltd. in fiscal $995,945 in usage
fees for the exclusive right to use certain seed technologies and owes $170, 753
as of December 31, 2004. Shijiazhuang Li Yu Technology Development Co., Ltd. was
previously owned by Yang YaSheng until September 2004 when it became owned by
Origin and accounted by the equity method of investment.

121

BENEFICIAL OWNERSHIP OF SECURITIES

Beneficial Owners of More Than 5% of Chardan Common Stock

Based upon filings made with the Securities and Exchange Commission
under Section 13(d) of the Exchange Act on or before June 15, 2005, Chardan is
aware of the following beneficial owners of more than 5% of any class of its
voting securities.

Approximate
Percentage of
Name and Address Shares of Chardan Outstanding
of Beneficial Owner (1) Common Stock Common Stock
Richard D. Propper, M.D. (2) 244,125 5.0%
Sapling LLC(3) 480,000 9.8%
Barry Rubenstein (4) 250,000 5.1%
Jack Silver (5) 250,000 5.1%
First New York Securities LLC(6) 94,950 1.9%
Judy Finger (6) 222,325 4.5%
Douglas Topkes (6) 222,325 4.5%
Haystack Capital L.P. (6) 116,200 2.4%
Joseph L. Dowling, III(7) 330,000 6.7%
Jeffrey L. Feinberg(8) 389,900 7.9%
(1) Beneficial ownership has been determined in accordance with Rule 13d-3

under the Securities Exchange Act of 1934. Unless otherwise noted, we
believe that all persons named in the table have sole voting and
investment power with respect to all shares of our common stock
beneficially owned by them.

(2) The business address of Dr. Propper is 625 Broadway, Suite 1111, San
Diego, California 92101. Does not include 271,250 shares of common
stock issuable upon exercise of warrants that are not currently
exercisable and will not become exercisable within the next 60 days.

(3) The business address of Sapling, LLC is 535 Fifth Avenue, 31lst Floor,
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New York, New York 10017. Fir Tree Value Master Fund, LP, a Cayman
Islands exempted limited partnership, is the sole member of Sapling,
LLC and Fir Tree, Inc., a New York corporation, is the manager of
Sapling, LLC. The information is derived from a Schedule 13G filed by
such entity with the Securities and Exchange Commission on December 23,
2004.

The business address of Woodland Partners, Barry Rubenstein and Marilyn
Rubenstein is 68 Wheatley Road, Brookville, New York 11545. Mr.
Rubenstein has sole power to vote and dispose of 130,000 shares of
common stock and shared voting and dispositive authority for 70,000
shares of common stock with his spouse, Marilyn Rubenstein, held
through Woodland Partners of which they are general partners. The
amounts reported above do not include 120,000 shares underlying
warrants held by Woodland Partners and 160,000 shares underlying
warrants held by Barry Rubenstein Rollover IRA Account, none of which
are currently exercisable and which will not become exercisable within
the next 60 days. The information is derived from a Schedule 13G filed
by the above persons with the SEC on February 8, 2005.

122

The business address of Jack Silver is c/o Sherleigh Associates LLC
(d/b/a Star Capital), 660 Madison Avenue, New York, New York 10021.
Does not include 500,000 shares of common stock issuable upon exercise
of warrants held by Mr. Mr. Silver which are not currently exercisable
and which will not become exercisable within the next 60 days. The
foregoing information was derived from a Schedule 13G filed with the
SEC on March 26, 2004.

The business address of First New York Securities L.L.C., Ms. Judy
Finger, Mr. Douglas Topkes and Haystack Capital L.P. is 850 Third
Avenue, 17th Floor, New York, New York 10022. Ms. Finder and Mr. Topkes
are employed by and trade securities for the proprietary account of
First New York Securities and are managing members of Haystack Capital
L.L.C., which is the general partner of Haystack Capital L.P., a hedge
fund. First New York Securities LLC has sole power to vote and dispose
of 94,950 shares and Haystack Capital LP has sole power to vote and
dispose of 116,200 shares. Each of Judy Finger and Douglas Topkis have
shared power to vote 174,850 shares and each of Judy Finger and Douglas
Topkis have shared power to dispose of 222,325 shares. The amounts
reported above do not include 168,000 shares underlying warrants which
are not currently exercisable and which will not become exercisable
within the next 60 days. The information is derived from a Schedule 13G
filed by the above persons with the SEC on February 8, 2005.

The business address of Joseph L. Dowling, III is 540 Madison Avenue,
38th Floor, New York, New York 10022. By virtue of the status as the
sole managing member of the entities that control the investment
decisions of Narragansett I, L.P., the owner of 102,300 shares, and
Narragansett Offshore, Ltd., the owner of 227,700 shares. Mr. Dowling
may be deemed to be the beneficial owner of shares owned by
Narragansett I and Narragansett Offshore and may be deemed to have sole
power to vote or direct the vote of and sole power to dispose or direct
the disposition of such securities. The information is derived from a
Schedule 13G filed by the above persons with the SEC on February 8,
2005.

The securities reported as held by Mr. Feinberg represent shares of
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common stock and are held by (i) a separately managed account managed
by Jeffrey L. Feinberg, and (ii) JLF Partners I, L.P., JLF Partners II,
L.P. and JLF Offshore Fund, Ltd., to which JLF Asset Management, L.L.C.
serves as the management company and/or investment manager. Jeffrey L.
Feinberg is the managing member of JLF Asset Management, L.L.C. The
address is 2775 Via de la Valle, Suite 204, Del Mar, California 92014.
The information is derived from a Schedule 13G filed by the above
persons with the SEC on March 23, 2005.

None of the above stockholders has any voting rights that are different
from the voting rights of any other stockholders.

Security Ownership of Officers and Directors of Chardan

The following table sets forth information with respect to the

beneficial ownership of Chardan common shares, as of , by:
o each director and executive officer; and
o all directors and officers as a group.
123
Approxim
Percentag
Shares of Chardan Outstand
Name (1) Common Stock Common Sto
Richard D. Propper, M.D. 244,125 5.0%
Chairman of the Board
Kerry Propper 177,042 3.6%
Executive Vice President and Director
Jiangnan Huang 134,167 2.7%
Chief Executive Officer and Director
Zhang Li 134,167 2.7%
Chief Financial Officer and Director
Michael D. Chermak
Director -0- -0-
Directors and officers as a group (five
persons) 689,501 14.1%

(1) Unless otherwise indicated, the business address of each of the individuals
is c/o 625 Broadway, Suite 1111, San Diego, CA 92101.

(2) Beneficial ownership and percentage has been determined in accordance with
Rule 13d-3 under the Securities Exchange Act of 1934.

Dr. Richard Propper, Kerry Propper, Jiangnan Huang and Zhang Li may be
deemed to be our "parents" and "promoters," as these terms are defined under the
Federal Securities laws.
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PRICE RANGE OF SECURITIES AND DIVIDENDS

Chardan

The shares of Chardan common stock, warrants and units are currently
traded on the Over-the-Counter Bulletin Board under the symbols "CAQC," "CACQW"
and "CACQU, " respectively. The closing price for each share of common stock,
warrant and unit of Chardan on , 2005, was $ , S and
S , respectively. Chardan units commenced public trading on March 16, 2004
and common stock and warrants commenced public trading on March 22, 2004.

The table below sets forth, for the calendar quarters indicated, the
high and low bid prices of the Chardan common stock, warrants and units as
reported on the Over-the-Counter Bulletin Board. The over-the-counter market
quotations reported below reflect inter-dealer prices, without markup, markdown
or commissions and may not represent actual transactions.

Over—-the-Counter Bulletin Board

Chardan

Common Stock Chardan Warrants

High Low High Low

2004 First Quarter N/A N/A N/A N/A
2004 Second Quarter $5.00 $4.65 $1.05 $0.64
2004 Third Quarter $4.94 $4.75 $0.85 $0.61
2004 Fourth Quarter $6.65 $4.85 $2.03 $0.62
2005 Fiscal Quarter $8.12 $6.20 $3.21 $1.60

Holders of Chardan common stock, warrants and units should obtain
current market quotations for their securities. The market price of Chardan
common stock, warrants and units could vary at any time before the stock
purchase.

In connection with the stock purchase, application has been made and
provisionally approved for the quotation of the combined company's common stock,
warrants and units on the Nasdaq National Market under the symbol "SEED,"
"SEEDW" and "SEEDU," respectively, subject to official notice of issuance. If
the securities are not listed on the Nasdaqg, they will continue to be traded on
the over-the-counter bulletin board.

Holders

As of __, 2005, there was one holder of record of
the units, eleven holders of record of the common stock and two holders of
record of the warrants. Chardan believes the beneficial holders of the units,
common stock and warrants to be in excess of 400 persons each.

Dividends

Chardan has not paid any dividends on its common stock to date and do
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not intend to pay dividends prior to the completion of a business combination.
The payment of dividends in the future will be contingent upon revenues and
earnings, if any, capital requirements and general financial condition
subsequent to completion of a business combination. The payment of any dividends
subsequent to a business combination will be within the discretion of the then
board of directors. It is the present intention of the board of directors to
retain all earnings, if any, for use in the business operations and,
accordingly, the board does not anticipate declaring any dividends in the
foreseeable future.
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DESCRIPTION OF THE COMBINED COMPANY'S
SECURITIES FOLLOWING THE STOCK PURCHASE

The following description of the material terms of the capital stock
and warrants of the combined company following the stock purchase includes a
summary of specified provisions of the certificate of incorporation and by-laws
of Agritech that will be in effect upon completion of the stock purchase and the
merger. This description is subject to the relevant provisions of the
Corporation Law of the British Virgin Islands and is qualified by reference to
Agritech's certificate of incorporation and by-laws, copies of which are
attached to this proxy statement/prospectus and are incorporated in this proxy
statement/prospectus by reference.

General

The combined company has no authorized share capital, but it will be
authorized to issue 61,000,000 shares of all classes of capital stock, of which
60,000,000 will be ordinary shares, no par value and 1,000,000 will be
preference shares of, no par value. The capital of Agritech will be stated in
United States dollars.

Ordinary Shares

The holders of the combined company's ordinary shares are entitled to
one vote for each share on all matters submitted to a vote of stockholders and
do not have cumulative voting rights. Subject to the preferences and rights, if
any, applicable to the shares of preference stock, the holders of the ordinary
shares are entitled to receive dividends if and when declared by the board of
directors. Subject to the prior rights of the holders, if any, of the preference
shares, the holders of the ordinary shares are entitled to share ratably in any
distribution of the assets of the combined company upon liquidation, dissolution
or winding-up, after satisfaction of all debts and other liabilities.

Preference Stock

Shares of preference stock may be issued from time to time in one or
more series and the board of directors of Agritech, without approval of the
stockholders, is authorized to designate series of preference stock and to fix
the rights, privileges, restrictions and conditions to be attached to each such
series of shares of preference stock. The issuance of shares of preference
stock, while providing flexibility in connection with possible acquisitions and
other corporate purposes, could, among other things, adversely affect the voting
power of holders of the combined company's shares of common stock.

As of the date of this proxy statement/prospectus, there are no
outstanding shares of preference stock of any series.
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Anti-takeover Effect of Unissued Shares of Capital Stock

Common Stock. After the stock purchase and redomestication merger,
Agritech will have outstanding approximately 15,100,000 shares of common stock,
assuming that none of the public stockholders elects to exercise the conversion
rights. The remaining shares of authorized and unissued common stock will be
available for future issuance without additional stockholder approval. While the
additional shares are not designed to deter or prevent a change of control,
under some circumstances the combined company could use the additional shares to
create voting impediments or to frustrate persons seeking to effect a takeover
or otherwise gain control by, for example, issuing those shares in private
placements to purchasers who might side with the combined company's board of
directors in opposing a hostile takeover bid.
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Preference Stock. The memorandum and articles will grant the board of
directors the authority, without any further vote or action by the combined
company's stockholders, to issue preference stock in one or more series and to
fix the number of shares constituting any such series and the preferences,
limitations and relative rights, including dividend rights, dividend rate,
voting rights, terms of redemption, redemption price or prices, conversion
rights and liquidation preferences of the shares constituting any series. The
existence of authorized but unissued preference stock could reduce the combined
company's attractiveness as a target for an unsolicited takeover bid since the
combined company could, for example, issue shares of preference stock to parties
who might oppose such a takeover bid or shares that contain terms the potential
acquirer may find unattractive. This may have the effect of delaying or
preventing a change in control, may discourage bids for the common stock at a
premium over the market price of the common stock, and may adversely affect the
market price of, and the voting and other rights of the holders of, common
stock.

Warrants

As of , 2005, there were 8,050,000 warrants outstanding.
FEach warrant entitles the registered holder to purchase one share of our common
stock at a price of $5.00 per share, subject to adjustment as discussed below,
at any time commencing on the later of:

o the completion of the stock purchase; or
o March 16, 2005.
The warrants will expire at 5:00 p.m., New York City time on March 16,

2008. Chardan may call the warrants for redemption with EarlyBirdCapital's prior
consent:

o in whole and not in part;

o at a price of $.01 per warrant at any time after the warrants become
exercisable;

o upon not less than 30 days' prior written notice of redemption to

each warrantholder; and

o if, and only if, the reported last sale price of the common stock
equals or exceeds $8.50 per share, for any 20 trading days within a
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30 trading day period ending on the third business day prior to the
notice of redemption to warrantholders.

The warrants have been issued in registered form under a warrant
agreement between Continental Stock Transfer & Trust Company, as warrant agent,
and Chardan.

The exercise price and number of shares of common stock issuable on
exercise of the warrants may be adjusted in certain circumstances, including in
the event of a stock dividend, recapitalization, reorganization, stock purchase
or consolidation of the company. However, the warrants will not be adjusted for
issuances of common stock at a price below their respective exercise prices.

The warrants may be exercised upon surrender of the warrant certificate
on or prior to the expiration date at the offices of the warrant agent, with the
exercise form on the reverse side of the warrant certificate completed and
executed as indicated, accompanied by full payment of the exercise price, by
certified check payable to us, for the number of warrants being exercised. The
warrantholders do not have the rights or privileges of holders of common stock
and any voting rights until they exercise their warrants and receive common
stock. After the issuance of shares of common stock upon exercise of the
warrants, each holder will be entitled to one vote for each share held of record
on all matters to be voted on by stockholders.
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The warrants may be deprived of any value and the market for the
warrants may be limited if the prospectus relating to the common stock issuable
upon the exercise of the warrants is not current or if the common stock is not
qualified or exempt from qualification in the Jjurisdictions in which the holders
of the warrants reside. No fractional shares will be issued upon exercise of the
warrants. However, if a warrantholder exercises all warrants then owned of
record by him, Chardan will pay to the warrantholder, in lieu of the issuance of
any fractional share which is otherwise issuable to the warrantholder, an amount
for such fractional share in cash based on the market value of the common stock
on the last trading day prior to the exercise date.

Purchase Option

Chardan has issued to the representative of the underwriters of its
initial public offering an option to purchase up to a total of 350,000 units at
a per-unit price of $9.90, commencing on the later of the consummation of the
stock purchase or March 16, 2005. The option expires on March 16, 2009. The
units issuable upon exercise of this option are the same as the publicly traded
units, consisting of one share of common stock and two warrants, except that the
warrants are exercisable at $6.40. The option contains demand and piggy-back
registration rights for period of five and seven years, respectively, and the
combined company will bear the expenses of the registration of the securities
for the holders of the option. The exercise price and number of units are
subject to adjustment in certain circumstances, including a stock dividend,
recapitalization reorganization, merger or consolidation.

Registration Rights Agreements

Chardan has entered into a registration rights agreement providing for
the registration of the shares of common stock issued prior to the initial
public offering and included in the purchase option. The warrants, to be
exercisable, must also continue to have the common stock underlying the warrants
registered on an effective registration statement.

Transfer Agent and Registrar
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The transfer agent and registrar for the shares of Chardan common
stock, warrants and units is Continental Stock Transfer & Trust Company, 17
Battery Place, New York, New York 10004, (212) 509-4000.

STOCKHOLDER PROPOSALS

If the stock purchase is not consummated, the Chardan 2005 annual
meeting of stockholders will be held on or about October 1, 2005 unless the date
is changed by the board of directors. If you are a stockholder and you want to
include a proposal in the proxy statement for the year 2005 annual meeting, you
need to provide it to us by no later than August 2, 2005. You should direct any
proposals to our secretary at Chardan's principal office in San Diego, CA. If
you want to present a matter of business to be considered at the year 2005
annual meeting, under Chardan by-laws you must give timely notice of the matter,
in writing, to our secretary. To be timely, the notice has to be given between
July 2, 2005 and August 2, 2005.

LEGAL MATTERS

Maples & Calder, Road Town, Tortola, British Virgin Islands, will pass
upon the validity of the securities issued in connection with the
redomestication merger and certain other legal matters related to this joint
proxy statement/prospectus.
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EXPERTS

The consolidated financial statements of State Harvest Holdings Limited
as of December 31, 2002, 2003 and 2004, included in this joint proxy
statement/prospectus and the related financial statement schedules included
elsewhere in the registration statement of which this joint proxy
statement/prospectus forms a part, have been audited by Deloitte Touche Tohmatsu
CPA Ltd., independent registered public accountants, as stated in their report
appearing herein and elsewhere in the registration statement of which this joint
proxy statement/prospectus forms a part, and have been so included in reliance
upon the report of such firm, given upon their authority as experts in
accounting and auditing.

The financial statements of Chardan at December 31, 2004 and December
31, 2003 and for the period from December 5, 2003 (inception) to December 31,
2004, the year ended December 31, 2004 and the period from December 5, 2003
(inception) to December 31, 2003 included in this joint proxy
statement/prospectus and in the registration statement have been audited by
Goldstein Golub Kessler LLP, independent registered public accounting firm, to
the extent set forth in their report appearing elsewhere in this joint proxy
statement/prospectus and in the registration statement. The financial statements
and the report of Goldstein Golub Kessler LLP are included in reliance upon
their report given upon the authority of Goldstein Golub Kessler LLP as experts
in auditing and accounting.

DELIVERY OF DOCUMENTS TO STOCKHOLDERS

Pursuant to the rules of the Securities and Exchange Commission,
Agritech and services that it employs to deliver communications to its
stockholders are permitted to deliver to two or more stockholders sharing the
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same address a single copy of each of Agritech's annual report to stockholders
and Agritech's proxy statement. Upon written or oral request, Agritech will
deliver a separate copy of the annual report to stockholder and/or proxy
statement to any stockholder at a shared address to which a single copy of each
document was delivered and who wishes to receive separate copies of such
documents in the future. Stockholders receiving multiple copies of such
documents may likewise request that Agritech deliver shingle copies of such
documents in the future. Stockholders may notify Agritech of their requests by
calling or writing Agritech at its principal executive offices at Origin
Agritech Limited, 625 Broadway, Suite 1111, San Diego, California 92101.

WHERE YOU CAN FIND MORE INFORMATION

Chardan files reports, proxy statements and other information with the
Securities and Exchange Commission as required by the Securities Exchange Act of
1934, as amended.

You may read and copy reports, proxy statements and other information
filed by Chardan with the Securities and Exchange Commission at the Securities
and Exchange Commission public reference room located at Judiciary Plaza, 450
Fifth Street, N.W., Room 1024, Washington, D.C. 20549.

You may obtain information on the operation of the Public Reference
Room by calling the Securities and Exchange Commission at 1-800-SEC-0330. You
may also obtain copies of the materials described above at prescribed rates by
writing to the Securities and Exchange Commission, Public Reference Section, 450
Fifth Street, N.W., Washington, D.C. 20549.

Chardan files its reports, proxy statements and other information
electronically with the Securities and Exchange Commission. You may access
information on Chardan at the Securities and Exchange Commission web site
containing reports, proxy statements and other information at:
http://www.sec.gov.

After the stock purchase, if the securities of Chardan are listed on
the Nasdag Stock Market, unless you notify Chardan of your desire not to receive
these reports, the combined company will furnish to you all periodic reports
that it files with the Securities and Exchange Commission, including audited
annual consolidated financial statements and unaudited quarterly consolidated
financial statements, as well as proxy statements and related materials for
annual and special meetings of stockholders. In addition, you will be able to
request Chardan's Annual Report on Form 10-KSB.
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Information and statements contained in this proxy
statement/prospectus, or any annex to this proxy statement/prospectus
incorporated by reference in this proxy statement/prospectus, are qualified in
all respects by reference to the copy of the relevant contract or other annex
filed as an exhibit to this proxy statement/prospectus or incorporated in this
proxy statement/prospectus by reference.

All information contained in this proxy statement/prospectus or
incorporated in this proxy statement/prospectus by reference relating to Chardan
has been supplied by Chardan, and all such information relating to the Origin
Parties has been supplied by the Origin Parties. Information provided by either
of us does not constitute any representation, estimate or projection of the
other.
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If you would like additional copies of this proxy statement/prospectus,
or if you have questions about the stock purchase, you should contact:

c/o Origin Agritech Limited

Chardan China Acquisition Corporation
625 Broadway, Suite 1111

San Diego, CA 92101
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF
DIRECTORS AND SHAREHOLDERS OF
STATE HARVEST HOLDINGS LIMITED

We have audited the accompanying consolidated balance sheets of State Harvest
Holdings Limited and its subsidiaries (the "Company") as of December 31, 2002,
2003 and 2004 and the related consolidated statements of operations,
stockholders' equity, and cash flows for each of the three years ended December
31, 2004, all expressed in Renminbi. These consolidated financial statements are
the responsibility of the Company's management. Our responsibility is to express
an opinion on these consolidated financial statements based on our audits.

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. The Company is not required to
have, nor were we engaged to perform, an audit of the internal control over
financial reporting. An audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all
material respects, the financial position of the Company as of December 31,
2002, 2003 and 2004 and the results of its operations and its cash flows for
each of the three years ended December 31, 2004 in conformity with accounting
principles generally accepted in the United States of America.

Our audits also comprehended the translation of Renminbi amounts into United
States Dollar amounts and, in our opinion, such translation has been made in
conformity with the basis stated in Note 2. Such United States Dollar amounts
are presented solely for the convenience of the readers.

Deloitte Touche Tohmatsu CPA Ltd.
Beijing, China
May 4, 2005
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Assets

Current assets:

Cash and cash equivalents..........
Accounts receivable,
RMB50,850, nil, nil for

2002, 2003 and 2004respectively..
Due from related parties...........
Advances to suppliers..............
Inventories. . « vttt ittt et
Income tax receivable..............

STATE HARVEST HOLDINGS LIMITED

CONSOLIDATED BALANCE SHEETS

net of allowance of

Prepaild expenses and other current assets......

Total current assets.........oooo.
Land use rights, net.................
Plant and equipment,
Long-term investment.................

Acquired intangible assets, net......
Deferred income tax assets...........
Other assetsS. .ottt
Total assets. . i ittt iiiiieeeenn
Liabilities and stockholders' equity

Current liabilities:
Short-term borrowings..............
Accounts payable........ ... ...
Due LO grOWEeILS .. v ittt it ieeeenennns
Due to related parties.............
Advances from customers............
Deferred revenues........c.cceveeun..
Income tax payable.................
Other payables and accrued expenses

Total current liabilities............

Other long-term liabilities

Minority interests...........o

At December

78,697,973

5,274,006
420,000
1,810,529
114,903,721
9,795,564
7,038,563

217,940, 356
5,177,677
31,652,831
570,319
1,573,084
473,261

15,000,000
12,069,243
42,552,299

57,285,612
74,764,068

3,487,187

2,871,801

3,271,218

49,221,415

520,000
7,371,122
170,887,988
1,449,676
8,504,254

237,954,455
10,988,736
55,400, 693

237,956
2,142,148
532,771

35,000,000
14,474,266
35,411,109

73,419,263
65,295,950

4,167,510

2,871,801

3,183,679

68,

324,
11,
66,
10,

416

1|~
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Commitments and contingencies (Note 16)
Shareholders' equity:
Common shares (nil for 2002,
100,000,000 shares authorized,

at in 2003; US$ 1 par value; 10,000 s

RMB 1 par value;
issued and outstanding

hares

authorized, issued and outstanding at in 2004). - 100,000,000

Additional paid-in capital.........c.iiii..... 3,671,500 - 100,

Retained earnings (accumulated deficit)........ 42,414,600 (26,566,819) 36,
Total stockholders' equity.......ccouiiiiiennnn.. 46,086,100 73,433,181 136,
Total liabilities and stockholders' equity....... 257,387,528 307,256,759 416,

The accompanying notes are an integral part of these consolidated financial

statements.

Revenues

Cost of revenues

Gross profit

Operating expenses:
Selling and marketing
General and administrative
Research and development

Total operating expenses

Income from operations
Interest expense
Equity in earning of associated company

STATE HARVEST HOLDINGS LIMITED

CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December

2002 2003 20

RMB RMB R
...... 98,717,316 191, 645,454 301,
...... (46,006,510) (118,976, 611) (178,
...... 52,710,806 72,668,843 123,
...... (6,480,427) (13,310,899) (20,
...... (9,641,490) (18,947,787) (24,
...... (5,371, 954) (5,287,964) (6,
...... (21,493,871) (37,546, 650) (51,
...... 31,216, 935 35,122,193 71,
...... (416, 934) (483,314) (
...... - - 1,
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Interest 1ncome. ..... .t iiiiiineeneennnnnnns
Other dncome. . ...ttt ittt et e ie e e eaann
Provision for litigation.....................

Income before income taxes and minority
Interest s . vttt i e e e e e e e e
INCOmME LaAXES . i v ittt ittt ittt it ti et

Income before minority interests.............
Minority interests...... .o,

Net 1nCome. .ottt ittt e e e e ettt e

Net Income per share:
Basic and diluted.......ciiiiiiiiinnneen.

Shares used in computation:
Basic and diluted......ciiiiiiiiinnnnnnen.

The accompanying notes are an integral part of these consolidated

statements.

Form S-4/A

440,254
2,265,862
(2,871,801)

30,634,316
(1,498,312)

29,136,004
(2,574,818)

STATE HARVEST HOLDINGS LIMITED

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Common shares

845,448
1,137,140

36,621,467
(7,807,797

28,813,670
137,539

financial

____________________________ P

Balance as of January 1, 2001.............00....
Net 1nCOmMe . v vttt ittt e et e e et e ettt eeeeeeens
Balance as of December 31, 2001...........00....

Capital contribution to minority interest......
Net dncome. ...ttt ittt

Amount o]

)

Additional

aid-in
apital
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Balance as of December 31, 2002................ - - 3,671,500 4
Net 1nCOmMe. v vttt it e et e et e e e ettt e e - - - 2
Capital restructuring..........c.oeiiiieeeennnnn. 100,000,000 (3,671,500) (9
Cash dividend. ... ...ttt ittt teeeenennn - - - (

Balance as of December 31, 2003.......0.00cu0u... 100,000,000 100,000,000 - (2
Net 1nCOmMe . v vttt ittt et e e e e ettt eeeeeees - - - 6
Capital contribution...........oiiiiinnnn.. 10,000 82,765 -

Capital restructuring..........c.oeiiiieeeennnnn. (100, 000,000) (100,000,000) 100,000,000

Cash dividend. . ...ttt ittt te e teeeennn - - - (

Balance as of December 31, 2004...........0.0.... 10,000 82,765

The accompanying notes are an integral part of these consolidated financial
statements.

STATE HARVEST HOLDINGS LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December

Operating activities: RMB

Net dncome. ...ttt ittt ittt et e
Adjustments to reconcile net income to net
cash (used in) provided by operating activities:

26,561,186

28,951,209

Depreciation and amortization.................... 1,555,976 3,260,788
Loss on disposal of plant and equipment.......... - 473,787
Bad debt provision.........oiiiiiiiiiiii it 30,228 (50,850)
Minority dnterests. ... ..ttt eennnnn 2,574,818 (137,539)
Equity in earnings of associated company......... - -
Changes in operating assets and liabilities:
Accounts receivable. ... ...ttt ittt (5,272,000) 5,324,856
Due from related parties........cceiiiieeeennnnn. (400,000) (100,000)
Advances to suppliers.....c.c.oiii ittt 963,469 (5,560,593)
INVEeNTOLLES . i ittt et et et e e e e e e e e et e e e (76,787,563) (55,984,267) (
Income tax receivable.......o ittt eennennnn (9,062,281) 8,345,888
Prepaid expenses and other current assets...... (3,476,476) (1,465,691)
Deferred tax assSelS. ..ttt tneieeeenennn (1,161,113) (569,064)
Other AasSSel S . vttt ittt e et ettt e et e e (367,396) (59,510)
Accounts payvable. .. ...ttt e e e 11,061,592 2,405,023
DUE L0 grOWETL St i v vttt teeee et eaeeeeeeseeannns 35,777,069 (7,141,190)

Due to related parties........uiiiiiiinnnn. -
Advances from cCUStOMErS ...t ii ittt i eneennnn 2,883,343
Deferred revVeNUE S . & v v u ettt eeeeeeeneeneeenenan 69,979,599
Income tax payvable.......i it itnennennnnn -

16,133,651
(9,468,118)
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Other payables and accrued exXpenses............
Other long-term liabilities.............cov....

Net cash

(used in)

provided by operating activities..

Investing activities:

Purchase of
Purchase of
Acquisition
Acquisition
Purchase of
Proceeds on

Net cash used

plant and equipment....................
land use rights........iiiiiian.
of cost method investment..............
of equity method investment............
intangible assets.......iiiiiiiiia.
disposal of plant and equipment........

in investing activities................

Financing activities:

Proceeds from

short-term borrowings................

Repayment of short-term borrowings.................

Dividend paid

Issuance of Share capital........iiiiiiiiiinnnnn.

Contribution from minority stockholders............

Net cash

Net increase

Cash and cash equivalents,

Supplemental disclosure of

(used in)

(decrease) in
Cash and cash equivalents,

provided by financing activities..

cash and cash equivalents.
beginning of year.........

end of year...............

cash flow information:

Income taxes Paid. ...ttt tteeeeeeeennnnn

Interest paid

The accompanying notes are an integral part of these consolidated financial

(1,755,937)
2,871,801

(20,011,477)
(4,574,443)

15,000,000
(5,000,000)

41,390,395
37,307,578

STATEMENTS
2003 AND 2004

statements.
F-5
STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL
FOR THE YEARS ENDED DECEMBER 31, 2002,
1. ORGANIZATION AND PRINCIPAL ACTIVITIES

680,323

(26,995,374)
(5,956,759)

35,000,000
(15,000, 000)
(1,604,128)

50,000

(29,476,558)
78,697,973
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Beijing Origin Seed Technology Inc. ("Beijing Origin") was established
on December 26, 1997 as a private limited liability company in the
People's Republic of China ("PRC") with an initial operating period of
twenty years.

On September 26, 2003, under PRC law, Beijing Origin was converted from
a private limited liability company to a joint stock company in order
to issue common shares. The registered capital, together with the
reserves, were converted into common shares.

Beijing Origin has six branches located in Lin Ze of Gan Su Province;
Zheng Zhou of He Nan Province; Cheng Du of Si Chuan Province; Tie Ling
and Shen Yang of Liao Ning Province; Bao Ding of He Bei Province,
respectively. Beijing Origin is the majority stockholder of two

subsidiaries with 90% and 99% shareholding, respectively, (1) He Nan
Origin Cotton Technology Limited ("He Nan Cotton"), (2) Chang Chun

Origin Seed Technology Development Limited ("Chang Chun Origin").
Beijing Origin and its subsidiaries were engaged in the research,
development, and distribution of hybridized corn seed and other
agriculture seed.

State Harvest Holdings Limited ("State Harvest") was incorporated under
the laws of the British Virgin Islands on October 6, 2004. On December
1, 2004, State Harvest established Beijing Origin State Harvest
Biotechnology Limited ("BioTech"), a wholly foreign owned enterprise
under the laws of PRC with an operating period of 20 years.

PRC regulations restrict direct wholly foreign ownership of seed
industry in the PRC. In order to comply with these regulations while
allowing foreign indirect participation, State Harvest conducts
substantially all of its business through its variable interest entity
Beijing Origin, including Beijing Origin subsidiaries: He Nan Cotton
and Chang Chun Origin.

Beijing Origin entered into Technical Service Agreements with BioTech.
Under these agreements, BioTech shall provide, with its own technical
research resource and team, technical services for the production and
distribution of agricultural seeds during the period of this agreement.
In return, Beijing Origin is required to pay BioTech a service fee
calculated according to the weight of corn, rice and cotton seeds sold
by the Beijing Origin.

In addition, State Harvest has been assigned 97.96% voting rights by
the stockholders of Beijing Origin through a Consignment Agreement
which includes the following terms: (1) the shares of Beijing Origin
cannot be transferred without the approval of State Harvest; (2) State
Harvest has the right to appoint all directors and senior management
personnel of Beijing Origin and (3) the stockholder rights including
voting rights require the transfer of the shares of Beijing Origin to
State Harvest or any party designated by the Company within three years
upon the removal of the PRC legal restriction.

STATE HARVEST HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Through the consignment agreement described above, State Harvest is
deemed the sole beneficiary of Beijing Origin resulting in Beijing
Origin being deemed a subsidiary of State Harvest under the
requirements of FIN 46 (Revised) "Consolidation of Variable Interest
Entities" ("FIN 46 (R)"). The agreements described above provided for
effective control of Beijing Origin and its subsidiaries, He Nan Cotton
and Chang Chun Origin to be transferred to State Harvest at December
25, 2004. Neither State Harvest nor BioTech had any operating activity
prior to entering into the consignment agreement with Beijing Origin.
In substance, State Harvest has substantially the same stockholders of
Beijing Origin. This transaction has been accounted for as a
reorganization of entities under common control. Accordingly, State
Harvest's consolidated financial statements are prepared by including
the consolidated financial statements of Beijing Origin and its
subsidiaries through December 24, 2004, and subsequently the Company's
consolidated financial statements includes State Harvest and its
subsidiary and Beijing Origin and its subsidiaries.

Basis of presentation

The consolidated financial statements of the Company are prepared in
accordance with accounting principles generally accepted in the United
States of America ("US GAAP").

Basis of consolidation

The consolidated financial statements include the financial statements
of State Harvest, its majority owned subsidiary and its Variable
Interest Entities, Beijing Origin and its majority-owned subsidiary.
All significant inter-company transactions and balances are eliminated
in consolidation.

Investments in operating companies in which the Company has the ability
exercise significant influence, which is normally indicated by a 20% to
50% interest, are accounted for under the equity method. The Company's
share of these companies' earnings or losses are included in the
consolidated statement of operations.

Convenience translation into United States dollars

The consolidated financial statements are presented in Renminbi
("RMB") . The translation of RMB amounts into United States dollars has
been made for the convenience of the reader and has been made at the
exchange rate quoted by the People's Bank of China on December 31, 2004
of RMB 8.2765 to US$1.00. Such translation amounts should not be
construed as representations that the RMB amounts could be readily
converted into United States dollars at that rate or any other rate.

STATE HARVEST HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Use of estimates

The preparation of the consolidated financial statements in conformity
with US GAAP requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses
during the reporting period. Estimates are adjusted to reflect actual
experience when necessary. Significant accounting estimates reflected
in the Company's consolidated financial statements include revenue
recognition, inventory valuation, allowance for doubtful accounts,
useful lives of plant and equipment and intangible assets, and the
valuation allowance for deferred income taxes. Actual results could
differ from those estimates.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and highly liquid
investments which are unrestricted as to withdrawal or use, and which
have maturities of three months or less when purchased.

Concentrations of credit risk

Financial instruments that subject the Company to concentrations of
credit risk consist primarily of cash and cash equivalents. The Company
maintains its cash and cash equivalents with high-quality institutions
and only invests in high quality credit instruments. Deposits held with
banks may exceed the amount of insurance provided on such deposits.
Generally these deposits may be redeemed upon demand and therefore bear
minimal risk.

Inventories

Inventories are stated at the lower of cost or market value. Actual
cost is used to value raw materials and supplies. Finished goods and
work in process are valued at weighted-average actual cost.
Weighted-average actual cost includes packaging costs and manufacturing
overhead costs.

Land use rights, net

Land use rights are recorded at cost less accumulated amortization.

Amortization is provided over the term of the land use right agreement
on a straight-line basis for 50 years.

STATE HARVEST HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Plant and equipment, net

162



Edgar Filing: Origin Agritech LTD - Form S-4/A

Plant and equipment are recorded at cost less accumulated depreciation
and amortization. Depreciation and amortization are calculated on a
straight-line basis over the following estimated useful lives:

Leasehold improvements Shorter of the useful lives or the lease te
Plant and building 20-40 yea
Machinery and equipment 10-15 yea
Furniture and office equipment 5 yea
Motor vehicles 5 yea

The Company constructs certain of its plant and facilities. In addition
to costs under construction contracts, external costs directly related
to the construction of such facilities, including duty and tariff, and
equipment installation and shipping costs, are capitalized.
Depreciation is recorded at the time assets are placed in service.

Acquired intangible assets, net

Acquired intangible assets consist primarily of purchased technology
rights and are stated at cost less accumulated amortization.
Amortization is calculated on a straight-line basis over the estimated
useful lives of these assets of 6 to 10 years and recorded in cost of
revenues.

Impairment of long-lived assets

The Company reviews its long-lived assets for impairment whenever
events or changes in circumstances indicate that the carrying amount of
an asset may no longer be recoverable. When these events occur, the
Company measures impairment by comparing the carrying value of the
long-lived assets to the estimated undiscounted future cash flows
expected to result from the use of the asset and eventual disposition.
If the sum of the expected future cash flows (undiscounted and without
interest charges) is less than the carrying amount of the asset, an
impairment loss, equal to the excess of the carrying amount over the
fair market value of the asset, is recognized.

Due to growers

The Company purchases seeds from the growers throughout the operating
cycle. The majority of the seeds are purchased from the growers from
the end of November through the following February.

Advances from customers

Beginning in 2003, due to the high demand for the Company's products,
the Company requires all customers to pay cash in full prior to
delivery of the seeds. Advances from customers represent cash received
from customers in advance of fulfilling a customer's purchase order.
Revenues related to such transactions are recognized when the seeds are

delivered and all other revenue recognition criteria are met.

F-9

STATE HARVEST HOLDINGS LIMITED

163



revenue.

Edgar Filing: Origin Agritech LTD - Form S-4/A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Revenue recognition

The Company derives its revenue primarily from the sale of various
branded conventional seeds and branded seeds with biotechnology traits.

Revenue 1is recognized when pervasive evidence of an arrangement exists,
services have been rendered, the price is fixed or determinable,
collectibility is reasonably assured and the right of return has
expired. Accordingly, the Company defers revenue until all sale return
privileges lapse generally occurs within 15 days of delivery, at which
time the selling price has been finalized with the customer.

Amounts billed in excess of revenue recognized are recorded as deferred

Government subsidies

The Company receives government subsidies in the form of funds for
research and development activities and subsidies which reduce the cost
of land use rights.

(a) The Company received RMB610,000, RMB1,137,139 and RMB 70, 960,
to fund research and development activities for the years
ended December 31, 2002, 2003 and 2004, respectively.

(b) The Company received a government incentive of RMB 5,005,148
and RMB3, 719,940 for the year ended December 31, 2003 and
2004, respectively, in the form of a reduction in the cost of
land use rights.

Research and development costs

Research and development costs relating to the development of new
products and processes, including significant improvements and
refinements to existing products, are expensed as incurred.

Advertising costs

Advertising costs are expensed as incurred. Advertising expenses were
RMB817,689, RMB1,806,363 and RMB3,153,745, for the years ended December

31, 2002, 2003 and 2004, respectively, and included as part of selling
and marketing expenses.

STATE HARVEST HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

164



Edgar Filing: Origin Agritech LTD - Form S-4/A

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Income taxes

Deferred income taxes are recognized for the future tax consequences of
temporary differences between the tax basis of assets and liabilities
and their reported amounts in the consolidated financial statements,
net operating loss carry forwards and credits. Deferred tax assets are
reduced by a valuation allowance when, in the opinion of management, it
is more likely than not that some portion or all of the deferred tax
assets will not be realized. Current income taxes are provided for in
accordance with the laws of the relevant taxing authorities.

Fair value of financial instruments

The carrying amounts of financial instruments, consisting primarily of
cash and cash equivalents, accounts receivables, accounts payable,
accrued liabilities, advances from and payables to growers, short-term
borrowings, and income taxes payable, approximate their fair values due
to the short-term maturity of these instruments.

Shipping and Handling costs

The Company includes shipping and handling costs as either cost of
goods sold or selling and administrative expenses depending on the
nature of the expenses. The shipping and handling costs included as
part of cost sold in the statement of operations for the years ended
2002, 2003 and 2004 was RMB1, 968,015, RMB4,752,863 and RMBS8,089,211,
respectively. The shipping and handling costs included as part of
selling and marketing expenses in the statement of operations for the
years ended 2002, 2003 and 2004 was RMB1,405,049, RMB3,981,134 and
RMB6, 321,683, respectively.

Recently issued accounting standards

In May 2003, the Financial Accounting Standards Board ("FASB") issued
SFAS No. 150, "Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity." The Statement
establishes standards for how an issuer classifies and measures certain
financial instruments. This Statement is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise
is effective at the beginning of the first interim period beginning
after June 15, 2003. The Statement requires that certain financial
instruments that, under previous guidance, issuers could account for as
equity be classified as liabilities (or assets in some circumstances)
in statement of positions or consolidated balance sheets, as
appropriate. The financial instruments within the scope of this
Statement are: (i) mandatory redeemable shares that an issuer is
obligated to buy back in exchange for cash or other assets; (ii)
financial instruments that do or may require the issuer to buy back
some of its shares in exchange for cash or other assets; and (iii)
financial instruments that embody an obligation that can be settled
with shares, the monetary value of which is fixed, tied solely or
predominantly to a variable such as a market index, or varies inversely
with the value of the issuer's shares (excluding certain financial
instruments indexed partly to the issuer's equity shares and partly but
not predominantly, to something else). This Statement does not apply to
features embedded in a financial instrument that is not a derivative in
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its entirety. The Statement also requires disclosures about alternative
ways of settling the instruments and the capital structure of entities,
all of whose shares are mandatory redeemable. The adoption of SFAS No.
150 did not have a material impact on the company's financial position,
cash flows or results of operations.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

In January 2003, the FASB issued Interpretation No. ("FIN") 46,
"Consolidation of Variable Interest Entities." FIN 46 clarifies the
application of Accounting Research Bulletin No. 51, "Consolidated
Financial Statements," and provides guidance on the identification of
entities for which control is achieved through means other than voting
rights ("variable interest entities" or "VIEs") and how to determine
when and which business enterprise should consolidate the VIEs. This
new model for consolidation applies to an entity in which either: (1)
the equity investors (if any) lack one or more characteristics deemed
essential to a controlling financial interest or (2) the equity
investment at risk is insufficient to finance that entity's activities
without receiving additional subordinated financial support from other
parties. FIN 46 was applicable for periods ending December 15, 2003. In
December 2003, the FASB issued FIN 46 (revised), "Consolidation of
Variable Interest Entities" ("FIN 46-R"), which provides for the
deferral of implementation date to the end of the first reporting
period after December 15, 2004, unless the group has a special purpose
entity, in which case the provision must be applied for fiscal years
ending December 31, 2004. The company has adopted the provisions of FIN
46 (revised) since December 25, 2004.

In December 2003, the Securities and Exchange Commission ("SEC") issued
Staff Accounting Bulletin ("SAB") No. 104, "Revenue Recognition." SAB
No. 104 revises or rescinds portions of the interpretative guidance
included in Topic 13 of the codification of staff accounting bulletins
in order to make this interpretive guidance consistent with current
authoritative accounting and auditing guidance and SEC rules and
regulations. It also rescinds the Revenue Recognition in Financial
Statements Frequently Asked Questions and Answers document issued in
conjunction with Topic 13. Selected portions of that document have been
incorporated into Topic 13. The adoption of SAB No. 104 in December
2003 did not have an impact on the company's financial position, cash
flows or results of operations.

3. RELATED PARTY BALANCES AND TRANSACTIONS

Details of amounts due from and to related parties as of December 31,
2002, 2003 and 2004 are as follows:

(1) Amounts due from stockholders, recorded in due from related
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parties on the consolidated balance sheet, as of December 31,
2002, 2003 and 2004 are as follow:

December 31,

Name of 2002 2003 2004 2004
Shareholders

RMB RMB RMB Uss$
Yang Ya Sheng - 300,000 324,226 39,174
Zhao Yu Ping 200,000 200,000 203,377 24,573
Han Geng Chen - - 29,067 3,512
Yuan Liang - - 21,792 2,633
Zhang Wei Dong - - 2,640 319
Chen Wei Qiang - - 1,655

200,000 500,000 582,757
F-12

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

RELATED PARTY BALANCES AND TRANSACTIONS - continued
Amounts due from stockholders are non-interest bearing, unsecured, and

have no specific terms of repayment.

(2) Amounts due from related parties as of December 31, 2002, 2003 and
2004 are as follow:

Name of Shareholder
related party interested December 31,
2002 2003 2004 20
RMB RMB RMB UsS
Li Xian Corn *
Research 220,000 20,000 -
Center
He Nan
Agriculture
University bl - - 201,790
220,000 20,000 201,790
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(3) Amounts due to related parties as of December 31, 2002, 2003 and 2004
are as follows:

Name of Shareholder
related party interested December 31,
2002 2003 2004
RMB RMB RMB
Shijiazhuang Li
Yu
Technology *x
Development
Co., Ltd. - - 1,413,234
- - 1,413,234

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

RELATED PARTY BALANCES AND TRANSACTIONS - continued

(4) Transactions with related parties for the years ended December 31,
2002, 2003 and 2004 are follows:

Name of Shareholder
related party interested December 31,
2002 2003 2004
RMB RMB RMB
Li Xian Corn *
Research Center 1,443,754 4,495,617 -
Shijiazhuang Li
Yu
Technology
Development il
Co., Ltd. - - 8,242,939
He Nan *rx
Agriculture
University 371,000 687,502 1,104,098
1,814,754 5,183,119 9,347,037



As of December 31,
in finished goods,

The above balances relate to technology usage fees,
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which are

calculated based on revenue recognized and are paid to certain related
party research centers for the exclusive right to use certain seed

technologies.

Li Xian Corn Research Center was previously owned by one of the

Company's principal stockholders,

Shijiazhuang Li Yu Technology Development Co.,
owned by one of the Company's principal stockholders,
and from September 2004 onwards,

method investment.

Yang Ya Sheng.

Ltd.

was previously
Yang Ya Sheng,
it became the company's equity

* He Nan Agriculture University is one of the stockholders of Beijing

Origin.

INVENTORIES

Inventories consist of:

Work in
progress and
supplies

Finished goods

FOR THE YEARS ENDED DECEMBER 31,

2002

RMB

58,517,975
56,385,746

As of
December 31,
2003

RMB

98,469,190
72,418,798

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INVENTORIES - continued

2002,

2003 and 2004,
are RMB46,364,546,

2002,

RMB43,128, 641,

2004

RMB

131,457,368
104,364,303

- continued

2003 AND 2004

goods delivered to customers,
RMB 20,801,848 ,

2004

Uss

15,883,207
12,609,715

recorded

respectively. Amounts will be relieved from inventory and recorded in cost of
sales when the related revenue is recognized.

5.

PREPAID EXPENSES AND OTHER CURRENT ASSETS
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Prepaid expenses and other current assets consist of:

As of December 31,

2002 2003 2004 2004
RMB RMB RMB Uss
Employee
travel
allowance 3,048,877 4,174,814 3,108,682 375,604
Deposit for
land use rights 2,781,200 - 1,200,000 144,989
Deposit for
technology
usage fee - 3,100,000 1,000,000 120,824
Professional
fee - - 4,544,699 549,109
Other prepaid
expenses 1,208,486 1,229,440 416,121 50,277
7,038,563 8,504,254 10,269,502 1,240,803

LAND USE RIGHTS, NET
Land use rights, net consist of:

As of December 31,

2002 2003 2004 2004

RMB RMB RMB Uss$
Land use rights 5,293,882 11,250,641 11,786,451 1,424,086
Less:
accumulated
amortization 116,205 261,905 484,454 58,533
Land use
rights, net 5,177,677 10,988,736 11,301,997 1,365,553

F-15

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
PLANT AND EQUIPMENT, NET

Plant and equipment, net consist of:

As of December 31,
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Plant and building ...........
Machinery and equipment ......
Furniture and office equipment
Motor wvehicles
Leasehold improvements

Less: accumulated depreciation
and amortization

Construction in progress

Plant and equipment, net

Construction in progress relates to various projects where the Company
constructs certain of its plant and equipment.

LONG-TERM INVESTMENTS

Equity method investment

Cost method investment

Equity method investment

RMB RMB RMB Uss
16,606,445 28,117,697 30,814,063 3,723,079
10,015,765 17,414,532 19,225,819 2,322,941

3,032,484 4,675,017 5,549,586 670,518
5,372,341 6,944,417 8,923,270 1,078,145
55,398 55,398 127,899 15,453
35,082,433 57,207,061 64,640,587 7,810,136
3,450,118 6,223,843 10,760,936 1,300,180
20,516 4,417,475 12,122,213 1,464,655
31,652,831 55,400,693 66,001,864 7,974,611
As of December 31,
2002 2003 2004 2004
RMB RMB RMB Uss
-— -— 1,954,604 236,163
-— -— 8,320,000 1,005,256
- - 10,274,604 1,241,419

In 2004, the Company purchased a 30% equity interest in Shijiazhuang Li Yu
Technology Development Co., Ltd. ("Li Yu") from one of its principal
stockholders, Yang Ya Sheng, for RMB30,000. Li Yu operates as a research
and development center specializing in corn seed. The Company accounts for
its ownership in Li Yu under the equity method of accounting.

As of December 31,2004, the Company recorded the pro rata shares of
interest in Li Yu of RMB1, 924,604.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
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FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
8. LONG-TERM INVESTMENTS - continued
Cost method investment

In 2004, the Company entered into two agreements to acquire 8% in
aggregate of the outstanding shares of Chuang Shi Ji Zhuan Ji Yin
Technology Co., Ltd. ("Chuang Shi Ji") at a consideration of

RMB8, 320,000. Chuang Shi Ji operates as a research and development
center specializing in cotton seed. The Company and Chuang Shi Ji
completed this transaction on October 8, 2004 upon obtaining the
necessary government approvals. The Company accounts for its ownership
in Chuang Shi Ji at cost.

9. ACQUISITIONS

On February 28, 2002, the Company contributed additional capital of
RMB5, 850,000 to its majority owned subsidiary, He Nan Origin Seed
Cotton Technology Development Co., Ltd. ("He Nan"), a privately held
seed research and development. Prior to the capital contribution, the
Company held a 51% equity interest, which it previously acquired for
approximately RMB520,772. Under the terms of the capital contribution
contract, the Company now owns 90% of He Nan and the minority interest
was diluted to 10%. The capital contributed in excess of the fair wvalue
of the net assets of He Nan Cotton was recorded as a reduction of the
company's retained earnings.

10. ACQUIRED INTANGIBLE ASSETS, NET

Acquired intangible assets consist of the following:

As of December 31,

2002 2003 2004 2004

RMB RMB RMB Uss
Technology usage agreements ... 991,559 991,559 4,091,559 494,359
OLhers ...ttt - 9,000 9,000 1,087

991,559 1,000,559 4,100,559 495,446
Accumulated amortization ...... 421,240 762,603 1,228,096 148,384
Acquired intangible assets, net 570,319 237,956 2,872,463 347,062

Amortization expense for the years ended December 31, 2002, 2003 and 2004
were RMB206,328, RMB341,363 and RMB 465,493, respectively.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
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10. ACQUIRED INTANGIBLE ASSETS, NET - continued

Amortization expense on these intangible assets for each of the next
five years is as follows:

RMB

Year ending December 31,

2005 . e e e e e e 772,524

2006 . et e e e e e 652,461

2007 i e e e e e e e e 626,753

2008 . e e e e e 626,753

20000 . e e e e e e e 349,188
i 3,027,679

The Group enters into technology usage agreements with strategic
partners. The Group pays up-front fees for the exclusive rights to
certain seed technologies. Amounts are then amortized over the usage
period of 6-10 years into cost of sales.

11. SHORT-TERM BORROWINGS
As of December 31,
2002 2003 2004 2004
RMB RMB RMB Uss$
Short-term borrowings..... 15,000,000 35,000,000 41,000,000 4,953,785

At December 31, 2004, short-term borrowings were comprised of two loans
of RMB 20,000,000 and RMB 21,000,000 repayable on April 22, 2005 and
May 30, 2005, and bore interest at 5.31% per annum. Short-term loan of
RMB 20,000,000 was guaranteed by a third party, the third party
guarantee was secured by the Company's land use rights certification,
and the company's Zhongguancun Life Science Park land development
contract. Short-term loan of RMB 21,000,000 was guaranteed and secured
by the Company's Zhongguancun Life Science Park land use right
certification.

At December 31, 2003, short-term borrowings were comprised of four
loans of RMB10,000,000, RMB10,000,000, RMB5,000,000 and RMB10,000,000,
repayable on March 30, 2004, March 2, 2004, February 1, 2004 and March
28, 2004, respectively, bore interest at 5.04% , 5.04%, 5.04%, and
5.29% per annum, respectively and were repaid in 2004. Short-term
borrowings of RMB20,000,000 were guaranteed by a third party. The third
party guarantee was secured by the Company's land use rights
certification and the Company's Zhongguancun Life Science Park land
development contract.

At December 31, 2002, short-term borrowings were comprised of one loan

of RMB15,000,000, repayable on March 28, 2003, bore interest at 5.04%
per annum and were repaid in 2003. The loan was guaranteed by a third
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party. The third party guarantee was secured by the Company's land use
rights certification and certain personal assets of the Company's

stockholder's.

The costs of the above third party guarantees were not significant.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
SHORT-TERM BORROWINGS - continued
Interest expense and weighted average interest rate for the years ended
December 31, 2002, 2003 and 2004 were RMB416,934 and 5.5%, RMB483,314
and 5.2% and RMB 831,166 and 5.3%, respectively.
OTHER PAYABLES AND ACCRUED EXPENSES

Other payables and accrued expenses consist of:

As of December 31,

2002 2003 2004

RMB RMB RMB
Other payables .............c..... 2,101,366 1,981,097 2,325,164
Accrued welfare benefits ........ 1,333,060 2,054,223 4,022,614
Other taxes payable ............. 48,561 132,190 359,312
Other accrued expenses .......... 4,200 - 27,446
3,487,187 4,167,510 6,734,536

SHAREHOLDERS' EQUITY

On October 6, 2004, Yuan Liang, the stockholder of Beijing Origin
established the holding company named State Harvest in the British Virgin
Islands with US$1. In November 2004, State Harvest issued 9,999 shares at
US$1 each.

Through contractual agreements described in Note 1, State Harvest is
deemed the sole beneficiary of the Variable Interest Entities.
Accordingly, the share capital of Beijing Origin is reclassified as
additional paid-in capital.

INCOME TAXES
State Harvest 1s a tax—exempted company incorporated in the British Virgin
Islands. The subsidiary and the Variable Interest Entities incorporated in

the PRC and governed by the PRC laws.

The applicable tax rate of the PRC Enterprise Income Tax ("EIT") to
Beijing Origin is 33%(30% of state income tax plus 3% local income tax).

280,936
486,028
43,414
3,316
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However, preferential tax treatment of Beijing Origin as "high technology"
company has been agreed with the relevant tax authorities. Beijing Origin
is entitled to a preferential tax rate of 15%. Pursuant to the document of
(1998) Hai Di Shui Suo Zi 3205 and (2001) Hai Di Shui Qi Mian Zi (1306),
Beijing Origin is entitled to a three-year exemption from income taxes
commencing in 1998, followed by a 50% reduction in tax rates for the
succeeding three years.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

INCOME TAXES - continued

In respect of other companies in the Company, according to the document
Gan Di Shui Suo Jian Mian Zi (2001) No. 107, Zhang Shi Di Shui Zheng Jian
Mian Zi (2002) No. 2 and (2003) No. 1 of Carry through the Advantage Tax
Treatment of West Development Strategy, Lin Ze Branch is entitled to a
preferential tax rate of 15%.

According to the document Cheng Guo Shui Shen (2004) 11, Cheng Du Branch
is entitled to a preferential tax rate of 15% as "high technology"
company, and was exempted from EIT for 2003 and 2004.

According to the document Chang Guo Shui (Gao Xin) Zi (2004) 001, Chuang
Chun Origin is entitled to a preferential tax rate of 15% as "high
technology" company, and was exempted from EIT for 2004 and 2005.

According to the document Yu Di Shui Suo Jian Mian (2003) No. 75, He Nan
Cotton is entitled to a preferential tax rate of 15% as "high technology"

company, and was exempted from EIT for 2002.

Bao Ding Branch, Shen Yang Branch, He Nan Branch and Tie Ling Branch are
subject to income tax at a statutory rate of 33%.

The provision for income taxes consists of the following:

Year ended December 31,

2002 2003 2004 2004
RMB RMB RMB Uss
Current ........... 2,659,425 8,376,861 5,975,317 721,962
Deferred .......... (1,161,113) (569,064) 1,723,167 208,200
1,498,312 7,807,797 7,698,484 930,162
F-20

STATE HARVEST HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

14. INCOME TAXES - continued

The principal components of the deferred income tax assets are as follows:

As of December 31,

2002 2003 2004
RMB RMB RMB
Noncurrent deferred tax assets:
Net operating loss
carry forward ..........cciiiii... 1,571,920 2,288,779 4,325,150
OLhersS ittt it i et ettt eeeeennn 157,833 261,116 418,981
Noncurrent deferred tax assets ....... 1,729,753 2,549,895 4,744,131
Valuation allowancCes ......eweeeen.. (156, 669) (407,747) (4,325,150)
Net noncurrent deferred
LaX @SSEeLS ittt ittt e e e 1,573,084 2,142,148 418,981

The Company did not have any timing differences relating to deferred
tax liabilities as of December 31, 2002, 2003 and 2004.

A significant portion of the deferred tax assets recognized relate to
net operating loss and credit carry forwards. The Company operates
through multiple branches and subsidiaries and the valuation allowance
is considered on each individual basis. Where a valuation allowance was
not recorded, the Company believes that there was sufficient positive
evidence to support its conclusion not to record a valuation allowance
as it expects to generate sufficient taxable income in the future.

The valuation allowance in 2002 and 2003 has increased as it relates to
the net operating losses of Beijing Branch, He Nan Branch and Bao Ding
Branch of Beijing Origin. There is significant increase in valuation
allowance from 2003 and 2004 as Beijing Origin entered into a technical
service arrangement with BioTech in December 2004 which the Company
believes will not generate future taxable income to recognize the
income tax benefit.

A reconciliation between total income tax expense and the amount
computed by applying the statutory income tax rate to income before
taxes is as follows:

Year ended December 31,

2002 2003 2004
Statutory rate 33 33 33
Effect of preferential tax treatment (32) (19) (31)
Permanent book-tax difference 3 6 4
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Change in valuation allowance 1 1 5

Effective income tax rate 5 21 11

(a)

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

EMPLOYEE BENEFIT PLANS AND PROFIT APPROPRIATION

Full time employees of the Company in the PRC participate in a
government mandated multi-employer defined contribution plan pursuant
to which certain pension benefits, medical care, unemployment
insurance, employee housing fund and other welfare benefits are
provided to employees. Chinese labor regulations require the Company to
accrue for these benefits based on certain percentages of the
employees' salaries. The total provisions for such employee benefits
were RMB554, 707, RMB858,109 and RMB 1,576,903 for the years ended
December 31, 2002, 2003 and 2004, respectively.

Pursuant to the laws applicable to the PRC, State Harvest's PRC
subsidiary and the Variable Interest Entities must make appropriations
from after-tax profit to non-distributable reserves funds including:
(1) the statutory surplus reserve and; (ii) the statutory public
welfare fund. Subject to certain cumulative limits, the general reserve
fund requires annual appropriations of 10% for the statutory surplus
reserve and 5% for the statutory public welfare fund of after-tax
profit (as determined under PRC GAAP at each year-end). These reserve
funds can only be used for specific purposes of enterprise expansion
and staff welfare and bonus and are not distributable as cash
dividends. Appropriations to these reserves by the Company's PRC
subsidiary and the Variable Interest Entities were RMB4, 461,877,
RMB7,211,767 and RMB 9,800,234 for the years ended December 31, 2002,
2003 and 2004, respectively.

COMMITMENTS AND CONTINGENCIES
Capital commitments

Capital commitments for the purchase of plant and equipment, as of
December 31, 2004, are as follows:

RMB
Plant and building construction............. 16,255,074
Land use right.......c. . 1,200,000
T b e ) 1T o P 503,370
17,958,444

The equipment is scheduled to be delivered at the Company's facility
by than September 30, 2005. The Company expects to have the facility
construction completed no later than 2005.
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STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONOLIDATED FINANCIAL STATEMENTS - continued
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004

COMMITMENTS AND CONTINGENCIES- continued

(b) Share purchase agreement

On December 28, 2004, the Company entered an agreement to acquire 7% of
the outstanding shares of Chuang Shi Ji in exchange for RMB5,600,000. The
company will pay the amount upon obtaining the necessary government
approvals in 2005.

(c) Operating lease

The Company leases certain office premises under non-cancelable leases.
Rent expense under operating leases for the years ended December 31, 2002,
2003 and 2004 were RMB1,434,648, RMB2,015,914 and RMB 2,867,698,

respectively.

Future minimum lease payments under non-cancelable operating leases
agreements were as follows:

Year ended December 31,

2005 . it e e e e e e e et e 1,252,087
2/ 1,138,594
2/ 1,152,956
2 0 438,761
2000 . ittt e e e e e e e 418,541
Thereafter . vttt it et e et e et e et ettt eaenn 8,677,991

(d) Litigation

In December 2000, the Company signed an agreement to be a guarantor
on a loan given to Lin Ze Xian Seed Company by Agriculture Bank of
China Lin Ze Branch. Upon Linze Xian Seed Company's announcement of
bankruptcy, the Company was required to repay the outstanding loan.
On December 28, 2001, the Company was ordered by the Linze People's
Court to pay RMB2,871,801 to Agricultural Bank of China Lin Ze
Branch in fulfillment of the guarantee obligation. The civil
judgment of the Zhangye Intermediate People's Court suspended this
decision pending final outcome of Lin Ze Seed Company's bankruptcy
hearings. In 2002, the final judgment was made by the court,
accordingly, the Company expensed RMB2,871,801 as other expense in
the statement of operations in 2002.

STATE HARVEST HOLDINGS LIMITED
NOTES TO THE CONOLIDATED FINANCIAL STATEMENTS - continued
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FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 2004
17. SEGMENT AND GEOGRAPHIC INFORMATION

The Company 1is engaged in the development and distribution of
biogenetically altered seeds. In accordance with SFAS No. 131,
"Disclosures About Segments of an Enterprise and Related Information,"
State Harvest's chief operating decision maker, the Chief Executive
Officer, receives and reviews consolidated results of operations when
making decisions about allocating resources and assessing performance of
the Company. The Company believes it operates in one segment, and all
financial segment information required by SFAS No. 131 can be found in the
consolidated financial statements.

All of the Company's sales and all of the Company's long-lived assets are
located in the PRC.

The Company had no customers which accounted for 10% or more of the
Company's revenue for any of the years presented in the consolidated
financial statements.

18. REORGANIZATION
On December 20, 2004, Chardan China Acquisition Corp. ("CCAC") entered
into a Stock Purchase Agreement ("Purchase Agreement") with the State

Harvest, and all the stockholders of the State Harvest ("the Company
stockholders") for CCAC's acquisition of the State Harvest. For the
acquisition, CCAC formed its own wholly-owned subsidiary under the laws of
the British Virgin Islands, under the name Origin Agritech Limited
("Agritech"), and at the time of the closing, CCAC will merge with and
into Agritech for the purpose of redomestication out of the United States
to secure future tax benefits. This redomestication merger will be
achieved by a one-for-one exchange of all the outstanding common stock of
CCAC for common stock of Agritech and the assumption of all the rights and
obligations of CCAC by Agritech, including assumption of the outstanding
warrants of CCAC on the same terms as they currently exist. Then, Agritech
immediately will acquire all the common stock of the State Harvest by the
issuance of shares and payment of cash consideration, making it a wholly
owned subsidiary.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Chardan China Acquisition Corp.

We have audited the accompanying balance sheets of Chardan China Acquisition
Corp. (a corporation in the development stage) as of December 31, 2004 and 2003,
and the related statements of operations, stockholders' equity and cash flows
for the period from December 5, 2003 (inception) to December 31, 2004, the year
ended December 31, 2004 and the period from December 5, 2003 (inception) to
December 31, 2003. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
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and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Chardan China Acquisition Corp.
as of December 31, 2004 and 2003 and the results of its operations and its cash
flows for the period from December 5, 2003 (inception) to December 31, 2004, the
year ended December 31, 2004 and the period from December 5, 2003 (inception) to
December 31, 2003 in conformity with United States generally accepted accounting
principles.

GOLDSTEIN GOLUB KESSLER LLP
New York, New York

March 10, 2005, except for Notes 4 and 5, as to which the date is June 16, 2005

CHARDAN CHINA ACQUISITION CORP.
(A CORPORATION IN THE DEVELOPMENT STAGE)
BALANCE SHEET

December 31,

2004 2003
Assets Current assets:
Cash $ 99,231 $ 59,988
Investments held in trust 20,735,328 ——
Prepaid expenses 49,532 -
20,884,091 59,988
Total current assets
Deferred offering costs - 25,000
Total assets $ 20,884,091 S 84,988
Liabilities and Stockholders' Equity
Current liabilities:
Notes payable, stockholder $ - $ 60,000
Accrued expenses 243,357 523
Deferred interest 41,545 ——
Total current liabilities 284,902 60,523
Common stock, subject to possible redemption,
804,598 shares at redemption value 4,103,450 ——
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Commitment

Stockholders' equity
Preferred stock,

$.0001 par value,

shares; none issued

Common stock,

$.0001 par value

Authorized 20,000,000 shares Issued and outstanding

4,900,000 shares
possible redemption)
respectively

2003,

Additional paid-in capital
Deficit accumulated during development stage

Stockholders'

equity

Total liabilities and stockholders' equity

(A CORPORATION IN THE DEVELOPMENT STAGE)

See notes to financial statements

CHARDAN CHINA ACQUISITION CORP.

STATEMENT OF OPERATIONS

Authorized 1,000,000

(which includes 804,598 subject to
and 875,000 shares in 2004 and

Operating Expenses:
Consulting fees
Insurance
Other operating costs
Professional fees
Rent and office support
State franchise taxes
Transfer agent fees
Travel

Operating loss

Interest income on trust account

Net loss

Per share data:

Basic and diluted loss per share

For the Period
from December 5,
2003 (inception)
to December 31,
2004

$ 232,304
91,567
2,143
174,999
71,371
24,171
13,964
224,198

(834,717)

166,483

490 87
17,163,483 24,913
(668,234) (535)
16,495,739 24,465

$ 20,884,091 $ 84,988

For the Period from
December 5, 2003
(inception) to
December 31, 2003

Year Ended
December 31,
2004

s 232,304
91,567 —
1,608 535
174,999 —
71,371 —
24,171 —
13,964 —
224,198 —

(834,182)

166,483 -

$ (0.17) $
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Basic and diluted weighted average common

shares outstanding

See notes to financial statements

CHARDAN CHINA ACQUISITION CORP.
(A CORPORATION IN THE DEVELOPMENT STAGE)

STATEMENTS OF STOCKHOLDERS'

YEAR ENDED DECEMBER 31,
FOR THE PERIOD FROM DECEMBER 5,

Sale of 875,000 shares of common stock to

2003

initial stockholders as of December 5,

2003

(244,125 at $.141 per share and

630,875 at $.001 per share

Net loss for the period

Balance, December 31,
Sale of 4,025,000 units,

discount and offering expenses

2003
net of underwriters'

(includes

804,598 shares subject to possible

redemption)
Proceeds subject to possible
804,598 shares
Proceeds from issuance of an
option
Net loss for the period
2004

Balance, December 31,

redemption of

underwriter's

(INCEPTION)

EQUITY
2004 AND
TO DECEMBER 31, 2004
Common Stock
Shares Amount
875,000 87
875,000 87
4,025,000 403
4,900,000 $ 490

acc

Additional du
Paid-In de
Capital

21,241,920
(4,103,450)

100

See notes of financial statements.

CHARDAN CHINA ACQUISITION CORP.
(A CORPORATION IN THE DEVELOPMENT STAGE)
STATEMENT OF CASH FLOWS

182



Edgar Filing: Origin Agritech LTD - Form S-4/A

Cash Flows from Operating Activities:
Net loss

Adjustments to reconcile net loss to net
cash used in operating activities
Accrued interest on Treasury Bills
Increase in prepaid assets
Increase in deferred interest
Increase in accrued expenses

Total adjustments

Net Cash Used in Operating Activities

Cash Flows from Investing Activities
Purchase of Treasury Bills
Maturity of Treasury Bills

Net Cash Used in Investing Activities

Cash Flows from Financing Activities

Proceeds from issuance of common stock
Proceeds from issuance of underwriters option
Proceeds from notes payable, stockholders
Repayment of notes payable, stockholders
Payment of stock issuance costs

Net cash Provided by Financing Activities

NET INCREASE IN CASH
CASH —-—- BEGINNING

CASH —-- END

2003

For the Period

from December 5,
(inception)
to December 31,

2004

(194,390)

(49,532)
41,545
243,357

(61,847,938)
41,307,000

24,175,000

100

70,000
(70,000)
(2,907,677)

See notes to financial statements

CHARDAN CHINA ACQUISITION CORP.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31,

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business and Organization

2004 AND 2003

Year Ended
December 31,
2004

(194,390)

(49,532)
41,545
242,834

(61,847,938)
41,307,000

24,150,000

100

10,000
(70,000)
(2,882,677)

For the Peri
from December
2003 (incepti

to December

2003
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Chardan China Acquisitions Corp. (Chardan) was incorporated in Delaware
on December 5, 2003 as a blank check company whose objective is to
acquire an operating business that has its primary operating facilities
in the Peoples Republic of China.

In March 2004, Chardan completed an initial public offering (the
Offering) in which it raised net proceeds of approximately $21,242,000.
Immediately following the Offering, $20,527,500 of the net proceeds
were placed in an interest bearing trust account until the earlier of
the consummation of a business combination or the liquidation of the
Company. The Company's Certificate of Incorporation provides for
mandatory ligquidation of the Company, without stockholder approval, in
the event that the Company does not consummate a Business Combination
prior to September 22, 2005, or March 22, 2006 if certain extension
criteria have been satisfied. In the event of liquidation, it is likely
that the per share value of the residual assets remaining available for
distribution (including Trust Fund assets) will be less than the
initial public offering price per share in the Offering due to costs
related to the Offering and since no value would be attributed to the
Warrants contained in the Units sold (Note 3).

In April 2004, Chardan commenced its efforts to locate a company with
which to effect a business combination (Note 5).

After signing a definitive agreement for the acquisition of a target
business, such transaction will be submitted for stockholder approval.
In the event that stockholders owning 20% or more of the outstanding
stock excluding, for this purpose, those persons who were stockholders
prior to the Offering, vote against the Business Combination and
exercise their conversion rights described below, the Business
Combination will not be consummated. All of the Company's stockholders
prior to the Offering, including all of the officers and directors of
the Company ("Initial Stockholders"), have agreed to vote their 875,000
founding shares of common stock in accordance with the vote of the
majority in interest of all other stockholders of the Company ("Public
Stockholders") with respect to the Business Combination. After
consummation of the Business Combination, all of these voting
safeguards will no longer be applicable. With respect to a Business
Combination which is approved and consummated, any Public Stockholder
who voted against the Business Combination may demand that the Company
convert his shares. The per share conversion price will equal the
amount in the Trust Fund as of the record date for determination of
stockholders entitled to vote on the Business Combination divided by
the number of shares of common stock held by Public Stockholders at the
consummation of the Offering. Accordingly, Public Stockholders holding
19.99% of the aggregate number of shares owned by all Public
Stockholders may seek conversion of their shares in the event of a
Business Combination. Such Public Stockholders are entitled to receive
their per-share interest in the Trust Fund computed without regard to
the shares held by Initial Stockholders. Accordingly, a portion of the
net proceeds from the offering (19.99% of the amount originally held in
the Trust Fund) has been classified as common stock subject to possible
conversion in the accompanying balance sheet and 19.99% of the related
interest earned on the investments held in the Trust Fund has been
recorded as deferred interest.

CHARDAN CHINA ACQUISITION CORP.
NOTES TO FINANCIAL STATEMENTS
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FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of Estimates

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Cash and Cash Equivalents

For financial statement purposes, the Company considers all highly
liquid debt instruments with a maturity of three months or less when
purchased to be cash equivalents. The Company maintains its cash in
bank deposit accounts in the United States of America which, at times,
may exceed applicable insurance limits. The Company has not experienced
any losses in such accounts. The Company believes it is not exposed to
any significant credit risk on cash and cash equivalents.

Investments Held in Trust

Investments held in trust are invested in United States government
securities (Treasury Bills) with a maturity of 180 days or less which
are accounted for as a trading security and recorded at market value
which approximates amortized cost. The amount held in the Trust Fund,
including money market funds of approximately $1,800, was approximately
$20,734,000 at December 31, 2004. The excess of market value over cost,
exclusive of the deferred interest described below, is included in
interest income in the accompanying Statement of Operations.

Deferred Interest

Deferred interest consists of 19.99% of the interest earned on the
investments held in trust.

Income Taxes

The Company accounts for income taxes using the asset and liability
method, as prescribed by Statement of Financial Accounting Standards
No. 109 "Accounting for Income Taxes." Under the asset and liability
method, deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities
and their respective tax bases, and operating loss and tax credit carry
forwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change
in tax rates is recognized in income in the period that includes the
enactment date. Statutory taxes not based on income are included in
general and administrative expenses.

CHARDAN CHINA ACQUISITION CORP.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Initial Public Offering

On March 22, 2004, the Company sold 4,025,000 units ("Units") in an
initial public offering, which included all of the 525,000 Units
subject to the underwriters' over-allotment option. Each Unit consisted
of one share of the Company's common stock, $.0001 par value, and two
Redeemable Common Stock Purchase Warrants ("Warrants"). Each Warrant
will entitle the holder to purchase from the Company one share of
common stock at an exercise price of $5 commencing the later of the
completion of a Business Combination with a target business or one year
from the effective date of the Offering and expiring five years from
the date of the prospectus. The Warrants will be redeemable at a price
of $.01 per Warrant upon 30 days' notice after the Warrants become
exercisable, only in the event that the last sale price of the common
stock is at least $8.50 per share for any 20 trading days within a 30
trading day period ending on the third day prior to the date on which
notice of redemption is given. In connection with the Offering, the
Company issued, for $100, an option to the representative of the
underwriters to purchase 350,000 Units at an exercise price of $9.90
per Unit. In addition, the warrants underlying such Units are
exercisable at $6.40 per share.

As of December 31, 2004, 9,100,000 shares of common stock were reserved
for issuance upon exercise of redeemable warrants and underwriters'
unit purchase option.

Deferred Offering Costs

Deferred offering costs consisted principally of legal and underwriting
fees incurred through December 31, 2003 that were related to the
proposed offering and that were charged to capital upon the receipt of
the capital raised.

Reverse Stock Split

In February 2004, the Company's Board of Directors authorized a
1.1666666-to-one forward stock split of its common stock. All
references in the accompanying financial statements to the numbers of
shares have been retroactively restated to reflect the stock split.

Income (Loss) Per Common Share

Basic and diluted loss per common share is computed by dividing net
loss by the weighted average number of common shares outstanding after
giving effect to the stock split. Diluted earnings per share gives
effect to dilutive options, warrants and other potential common stock
outstanding during the period. Potential common stock, amounting
9,100,000 shares, has not been included in the computation of diluted
loss per share, as the effect would be antidilutive.

Recent Pronouncements
Management does not believe that any recently issued, but not yet

effective, accounting standards if currently adopted would have a
material effect on the accompanying financial statements.
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F-32

CHARDAN CHINA ACQUISITION CORP.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

INCOME TAXES

As of December 31, 2004 and 2003 the Company had approximately $668,000
and $535 of net operating loss carry forwards which expire in tax years
beginning in 2023. The availability to offset income taxes in future
years may be restricted if the Company undergoes an ownership change,
which may occur as a result of any Business Combination.

The tax effect of temporary differences that give rise to the Company's
deferred tax assets and liabilities are as follows as of December 31,
2004:

2004 2003
Net operating loss carry forwards $227,000 S 182
Less: Valuation allowance 227,000 182
Net deferred income tax asset $ - $ -

In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all
of the deferred income tax assets will not be realized. The ultimate
realization of deferred tax assets depends on the generation of future
taxable income and tax planning in making these assessments.

RELATED PARTY TRANSACTIONS

Commencing on March 16, 2004 and ending upon the acquisition of a
target business, the Company incurs an administrative fee of $7,500 per
month from Chardan Ventures, LLC, a company managed and owned 50% by
the Company's Chairman of the Board. The fee includes the provision of
office space and certain office and secretarial services.

In December 2003 and January 2004, an officer of Chardan advanced
$60,000 and $10,000, respectively, for payment of offering expenses.
The advances were evidenced by unsecured non-interest bearing
promissory notes payable on the earlier of December 29, 2004 or the
consummation of the Company's initial pubic offering. The loans were
repaid following the successful completion of the initial public
offering.

COMMITMENTS AND CONTINGENCIES

During the quarter ended June 30, 2004, the Company entered into an
agreement with a consulting firm to assist in the search to identify
prospective target businesses for the Business Combination. As part of
the agreement, the consulting firm received $125,000 and agreed to
perform due diligence on such prospective target businesses as well as
assist in structuring and consummating the business combination. Under
the agreement, as amended, in the event a business combination is
ultimately approved by Chardan's stockholders and consummated, the
Company 1is obligated to issue 200,000 shares of the Company's common
stock to the consulting firm and to pay the consulting firm an
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additional $125,000.

CHARDAN CHINA ACQUISITION CORP.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2004 AND 2003

COMMITMENTS AND CONTINGENCIES (continued)

In December 2004, Chardan entered into a consulting agreement with The
Equity Group Inc. (Equity) to provide financial public relations and
investor relations services to Chardan. The terms of the agreement
provide for an initial retainer of $24,000, covering the first two
months of the agreement, to be paid $20,000 upon signing with the
balance of $4,000 payable upon closing of the target acquisition (Note
5). Thereafter, the agreement requires monthly payments of $10,000 plus
reasonable and necessary out-of-pocket expenses. The monthly retainer
for month three until the closing of the target acquisition accrues but
is not payable until said closing. The contract remains in effect for
successive one year periods, subject to termination by either party on
any yearly anniversary date upon 30 days written notice. Additional
services provided by Equity are to be billed separately at mutually
agreed upon fees.

As of December 31, 2004, the minimum non-cancelable commitment under
the agreement is $114,000.

PURCHASE AGREEMENT FOR PROPOSED BUSINESS COMBINATION

On December 20, 2004, the Company entered into a Stock Purchase
Agreement with State Harvest Holdings Limited, a British Virgin Islands
corporation ("Origin"), and all the stockholders of Origin ("Origin
stockholders"). The Stock Purchase Agreement was subsequently amended
through June 16, 2005.

Origin is a British Virgin Islands holding company formed for the
purpose of owning, as of the closing, four Chinese companies engaged in
the production, sale and licensing of agricultural corn, cotton and
rice seeds. The three operating companies are Beijing Origin Seed
Limited, Chang Chun Origin Seed Technical Development Limited and He
Nan Origin Cotton Technology Development Limited, and the technology -
intellectual property holding and licensing company is Beijing Origin
State Harvest Biotechnology Limited. At the closing, the Origin
stockholders and their designees, subject to adjustments and certain
holdbacks, will be paid an aggregate of $10,000,000 in cash and issued
an aggregate of 10,000,000 shares of common stock for all the
outstanding common stock of Origin. Of the cash portion of the purchase
price, $250,000 will be held back for one year to secure certain
indemnification obligations of the Origin stockholders. As additional
purchase price, the Origin stockholders and their designees will
receive up to an aggregate of $15,000,000 and up to an aggregate of
6,000,000 additional shares of common stock in the event certain
conditions are met.

Origin was founded in December 1997, with headquarters in Beijing.
Origin specializes in the research, development, production, sale and
distribution of agricultural crop seeds with a primary concentration is
on hybrid corn seed. They have over four hundred employees and four
subsidiaries, one of which is a technology holding corporation to old

188



Edgar Filing: Origin Agritech LTD - Form S-4/A

and manage its intellectual property. Origin operates through several
branches in locations in Beijing, Hebei, Gansu, He Nan, Liaoning,
Jilin, and Sichuan with plans to expand to additional production
facilities, sales offices and research stations throughout China's main

corn, cotton, and rice agricultural belts.

If approved, it is anticipated that the transaction will be consummated

in the second quarter of 2005.

CHARDAN CHINA ACQUISITION CORP.
(CORPORATION IN THE DEVELOPMENT STAGE)
BALANCE SHEET

ASSETS

CURRENT ASSETS

Cash
Investment held in trust

Prepaid expenses

Total Current Assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accrued expenses

Deferred interest

Total Current Liabilities

Common stock, subject to possible redemption, 804,598 shares at

redemption value

COMMITMENT

STOCKHOLDERS' EQUITY

Preferred stock, $.0001 par value, authorized 1,000,000 shares;
none issued

March 31,
2005
(Unaudited)

$ 19,974

20,843,983

December 31,
2004

$ 99,231

20,735,328

$ 358,211

4,103,450

$ 243,357

4,103,450
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Common stock, $.0001 par value, authorized 20,000 shares

Issued and outstanding 4,900,000 shares (which includes 804,598

subject to possible redemption) 490 490
Additional paid-in capital 17,163,483 17,163,483
Deficit accumulated during development stage (824,757) (668,234

Total Stockholders' Equity 16,339,216 16,495,739

Total Liabilities and Stockholders' Equity $ 20,863,957 $ 20,884,091

See notes to unaudited financial statement
F-35
CHARDAN CHINA ACQUISITION CORP.
(CORPORATION IN THE DEVELOPMENT STAGE)
STATEMENTS OF OPERATIONS (UNAUDITED)
For the Period from
December 5, 2003 Three months Three months
(inception) to ended ended
March 31, 2005 March 31, 2005 March 31, 2004
Operating Expenses:
Consulting fees S 287,026 $ 54,722 S -
Insurance 120,595 29,028 4,455
Other operating costs 17,851 15,708 2,066
Professional fees 272,553 97,554 3,032
Rent and office support 93,871 22,500 3,871
State franchise taxes 30,271 6,100 ——
Transfer agent fees 19,438 5,474 ——
Travel 236,756 12,558 7,908
Operating loss 1,078,361 243,644 21,332
Interest income on trust fund 253,604 87,121 3,723
Net loss S 824,757 $ 156,523 S 17,609
Per share data:
Basic and diluted loss per share $ 0.03 0.01
Basic and diluted weighted-average
common shares outstanding 4,900,000 1,317,308
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See notes to unaudited financial statement

CHARDAN CHINA ACQUISITION CORP.
(CORPORATION IN THE DEVELOPMENT STAGE)
STATEMENTS OF STOCKHOLDERS' EQUITY

Deficit
Accumulated
Additional
Shares Amount Paid-in Capital
Sale of 875,000 shares of common stock to initial
stockholders as of December 5, 2003 (244,125 at
$1.41 per share and 630,875 at $.0001 per share) 875,000 $ 87 S 24,913
Net loss for the period - - -
Balance of December 31, 2003 875,000 87 24,913
Sales of 4,025,000 units, net of underwriters'
discount and offering expenses (includes 804,598
shares subject to possible redemption) 4,025,000 403 21,241,920
Proceeds subject to possible redemption of 804,598
shares - - (4,103,450)
Proceeds from issuance of an underwriters' option - - 100
Net loss for the period - - -
Balance at December 31, 2004 4,900,000 490 17,163,483
Net loss for the period (unaudited) —— —— ——
Balance at March 31, 2005 4,900,000 $ 490 $ 17,163,483

See notes to unaudited financial statement

CHARDAN CHINA ACQUISITION CORP.
(CORPORATION IN THE DEVELOPMENT STAGE)
STATEMENTS OF CASH FLOWS (UNAUDITED)
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Cash Flows from Operating Activities
Net loss
Adjustments to reconcile net loss to net
cash used in operating activities
Accrued interest on Treasury Bill
Increase in deferred interest
(Increase) decrease in prepaid assets
Increase in accrued expenses
Increase due to officers and directors
Total adjustments

Net Cash Used in Operating Activities

Cash Flows from Investing Activities
Maturity of Treasury Bills
Purchase of Treasury Bills
Net Cash Used in Investing Activities

Cash Flows from Financing Activities
Proceeds from public offering
Proceeds from issuance of option
Payment of costs of public offering
Proceeds from notes payable stockholders
Repayment of notes payable, stockholders

Net Cash Provided by Financing Activities
NET INCREASE (DECREASE) IN CASH

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

For the Period
from
December 5, 2003
(inception) to
March 31, 2005

$ (824,757)

(40,298)
63,080

358,211

380,993

(443,764)

103,416,534
(124,220,219)
(20,803, 685)

24,175,000

100
(2,907,677)

70,000
(70,000)

21,267,423

19,974

See notes to unaudited financial statement

CHARDAN CHINA ACQUISITION CORP.

NOTES TO UNAUDITED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements at March 31,
March 31, 2005 and March 31, 2004 are unaudited.

management, all adjustments

Three months
ended
March 31, 2005

$ (156,523)

(40,298)
21,535
49,532

114,854

145,623

62,303,924
(62,372,281)
(68,357)

2005 and for the periods ended

In the opinion of
(consisting of normal accruals) have been

made that are necessary to present fairly the financial position of

Three mon
ended
March 31,
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Chardan China Acquisition Corp. (the "Company") as of March 31, 2005
and the results of its operations and its cash flow for the three
months ended March 31, 2005 and March 31, 2004 and from December 5,
2003 (inception) to March 31, 2005. Operating results for the interim
periods presented are not necessarily indicative of the results to be
expected for a full year.

The statements and related notes have been prepared pursuant to the
rules and regulations of the U.S. Securities and Exchange Commission.
Accordingly, certain information and footnote disclosures normally
included in financial statements prepared in accordance with generally
accepted accounting principles have been omitted pursuant to such rules
and regulations. These financial statements should be read in
conjunction with the financial statements that were included in the
Company's Annual Report on Form 10-KSB for the periods ended December
31, 2004 and 2003.

Business and Organization

The Company was incorporated in Delaware on December 5, 2003 as a blank
check company whose objective is to acquire an operating business that
has its primary operating facilities in the People's Republic of China.

In March 2004, Chardan completed an initial public offering (the
Offering) in which it raised net proceeds of approximately $21,242,000.
Immediately following the Offering, $20,527,500 of the net proceeds
were placed in an interest bearing trust account until the earlier of
the consummation of a business combination or the liquidation of the
Company. The Company's Certificate of Incorporation provides for
mandatory ligquidation of the Company, without stockholder approval, in
the event that the Company does not consummate a Business Combination
prior to September 22, 2005, or March 22, 2006 if certain extension
criteria have been satisfied. In the event of liquidation, it is likely
that the per share value of the residual assets remaining available for
distribution (including Trust Fund assets) will be less than the
initial public offering price per share in the Offering due to costs
related to the Offering and since no value would be attributed to the
Warrants contained in the Units sold.

In April 2004, Chardan commenced its efforts to locate a company with
which to effect a business combination (Note 5).

CHARDAN CHINA ACQUISITION CORP.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Business and Organization (Continued)

After signing a definitive agreement for the acquisition of a target
business, such transaction will be submitted for stockholder approval.
In the event that stockholders owning 20% or more of the outstanding
stock excluding, for this purpose, those persons who were stockholders
prior to the Offering, vote against the Business Combination and
exercise their conversion rights described below, the Business
Combination will not be consummated. All of the Company's stockholders
prior to the Offering, including all of the officers and directors of
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the Company ("Initial Stockholders"), have agreed to vote their 875,000
founding shares of common stock in accordance with the vote of the
majority in interest of all other stockholders of the Company ("Public
Stockholders") with respect to the Business Combination. After
consummation of the Business Combination, all of these voting
safeguards will no longer be applicable. With respect to a Business
Combination which is approved and consummated, any Public Stockholder
who voted against the Business Combination may demand that the Company
convert his shares. The per share conversion price will equal the
amount in the Trust Fund as of the record date for determination of
stockholders entitled to vote on the Business Combination divided by
the number of shares of common stock held by Public Stockholders at the
consummation of the Offering. Accordingly, Public Stockholders holding
19.99% of the aggregate number of shares owned by all Public
Stockholders may seek conversion of their shares in the event of a
Business Combination. Such Public Stockholders are entitled to receive
their per-share interest in the Trust Fund computed without regard to
the shares held by Initial Stockholders. Accordingly, a portion of the
net proceeds from the offering (19.99% of the amount originally held in
the Trust Fund) has been classified as common stock subject to possible
conversion in the accompanying balance sheet and 19.99% of the related
interest earned on the investments held in the Trust Fund has been
recorded as deferred interest.

Investments Held in Trust

Investments held in trust are invested in United States government
securities (Treasury Bills) with a maturity of 180 days or less which
are accounted for as a trading security and recorded at market value
which approximates amortized cost. The amount held in the Trust Fund,
including money market funds of approximately $2,750, was approximately
$20,844,000 at March 31, 2004. The excess of market value over cost,
exclusive of the deferred interest described below, is included in
interest income in the accompanying Statement of Operations.

Deferred Interest

Deferred interest consists of 19.99% of the interest earned on the
investments held in trust.

CHARDAN CHINA ACQUISITION CORP.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes

The Company accounts for income taxes using the asset and liability
method, as prescribed by Statement of Financial Accounting Standards
No. 109 "Accounting for Income Taxes". Under the asset and liability
method, deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities
and their respective tax bases, and operating loss and tax credit
carryforwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or
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settled. The effect on deferred tax assets and liabilities of a change
in tax rates is recognized in income in the period that includes the
enactment date. Statutory taxes not based on income are included in
general and administrative expenses.

Initial Public Offering

On March 22, 2004, the Company sold 4,025,000 units ("Units") in an
initial public offering, which included all of the 525,000 Units
subject to the underwriters' over-allotment option. Each Unit consisted
of one share of the Company's common stock, $.0001 par value, and two
Redeemable Common Stock Purchase Warrants ("Warrants"). Each Warrant
will entitle the holder to purchase from the Company one share of
common stock at an exercise price of $5 commencing the later of the
completion of a Business Combination with a target business or one year
from the effective date of the Offering and expiring five years from
the date of the prospectus. The Warrants will be redeemable at a price
of $.01 per Warrant upon 30 days' notice after the Warrants become
exercisable, only in the event that the last sale price of the common
stock is at least $8.50 per share for any 20 trading days within a 30
trading day period ending on the third day prior to the date on which
notice of redemption is given. In connection with the Offering, the
Company issued, for $100, an option to the representative of the
underwriters to purchase 350,000 Units at an exercise price of $9.90
per Unit. In addition, the warrants underlying such Units are
exercisable at $6.40 per share.

As of March 31, 2005, 9,100,000 shares of common stock were reserved
for issuance upon exercise of redeemable warrants and underwriters'
unit purchase option.

Reverse Stock Split

In February 2004, the Company's Board of Directors authorized a
1.1666666 to one forward stock split of its common stock. All
references in the accompanying financial statements to the numbers of
shares have been retroactively restated to reflect the stock split.
Income (Loss) Per Common Share

Basic and diluted loss per common share is computed by dividing net

loss by the weighted average number of common shares outstanding after
giving effect to the stock split.

CHARDAN CHINA ACQUISITION CORP.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
INCOME TAXES
As of March 31, 2005 the Company had approximately $819,000 of net
operating loss carryforwards which expire in tax years beginning in
2023. The availability to offset income taxes in future years may be
restricted if the Company undergoes an ownership change, which may

occur as a result of any Business Combination.

The tax effect of temporary differences that give rise to the Company's
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deferred tax assets and liabilities are as follows as of March 31,
2005:

Net operating loss carryforwards S 278,500
Less: Valuation allowance 278,500
Net deferred income tax asset $ -

In assessing the realizability of deferred tax assets, management
considers whether it is more likely than not that some portion or all
of the deferred income tax assets will not be realized. The ultimate
realization of deferred tax assets depends on the generation of future
taxable income and tax planning in making these assessments.

RELATED PARTY TRANSACTIONS

Commencing on March 16, 2004 and ending upon the acquisition of a
target business, the Company incurs an administrative fee of $7,500 per
month from Chardan Ventures, LLC, a company managed and owned 50% by
the Company's Chairman of the Board. The fee includes the provision of
office space and certain office and secretarial services.

In December 2003 and January 2004, an officer of Chardan advanced
$60,000 and $10,000, respectively, for payment of offering expenses.
The advances were evidenced by unsecured non-interest bearing
promissory notes payable on the earlier of December 29, 2004 or the
consummation of the Company's initial pubic offering. The loans were
repaid following the successful completion of the initial public
offering.

COMMITMENTS AND CONTINGENCIES

During the quarter ended June 30, 2004, the Company entered into an
agreement with a consulting firm to assist in the search to identify
prospective target businesses for the Business Combination. As part of
the agreement, the consulting firm received $125,000 and agreed to
perform due diligence on such prospective target businesses as well as
assist in structuring and consummating the business combination. In the
event a business combination is ultimately approved by Chardan's
stockholders and consummated, the Company is obligated to pay the
consulting firm an additional $125,000.

CHARDAN CHINA ACQUISITION CORP.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
COMMITMENTS AND CONTINGENCIES (Continued)

In December 2004, Chardan entered into a consulting agreement with The
Equity Group Inc. (Equity) to provide financial public relations and
investor relations services to Chardan. The terms of the agreement
provide for an initial retainer of $24,000, covering the first two
months of the agreement, to be paid $20,000 upon signing with the
balance of $4,000 payable upon closing of the target acquisition (Note
5). Thereafter, the agreement requires monthly payments of $10,000 plus
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reasonable and necessary out-of-pocket expenses. The monthly retainer
for month three until the closing of the target acquisition accrues but
is not payable until said closing. The contract remains in effect for
successive one year periods, subject to termination by either party on
any yearly anniversary date upon 30 days' written notice. Additional
services provided by Equity are to be billed separately at mutually
agreed upon fees.

As of March 31, 2005, the minimum non-cancelable commitment under the
agreement is $114,000.

5. PURCHASE AGREEMENT FOR PROPOSED BUSINESS COMBINATION

On December 20, 2004, the Company entered into a Stock Purchase
Agreement with State Harvest Holdings Limited, a British Virgin Islands
corporation ("Origin"), and all the stockholders of Origin ("Origin
stockholders"). Origin is a British Virgin Islands holding company
formed for the purpose of owning, as of the closing, four Chinese
companies engaged in the production, sale and licensing of agricultural
corn, cotton and rice seeds. The three operating companies are Beijing
Origin Seed Limited, Changchun Origin Seed Technical Development
Limited and Henan Origin Cotton Technology Development Limited, and the
technology - intellectual property holding and licensing company is
Beijing Origin State Harvest Biotechnology Limited. At the closing, the
Origin stockholders and their designees, subject to adjustments and
certain holdbacks, will be paid an aggregate of $10,000,000 in cash and
will be issued an aggregate of 10,000,000 shares of common stock for
all the outstanding common stock of Origin. Of the cash portion of the
purchase price, $250,000 will be held back for one year to secure
certain indemnification obligations of the Origin stockholders. As
additional purchase price, the Origin stockholders and their designees
will receive up to an aggregate of $15,000,000 and up to an aggregate
of 6,000,000 additional shares of common stock in the event certain
conditions are met.

Origin was founded in December 1997, with headquarters in Beijing.
Origin specializes in the research, development, production, sale and
distribution of agricultural crop seeds with a primary concentration on
hybrid corn seed. They have over four hundred employees and four
subsidiaries, one of which is a technology holding corporation to hold
and manage its intellectual property. Origin operates through several
branches in locations in Beijing, Hebei, Gansu, Henan, Liaoning, Jilin,
and Sichuan with plans to expand to additional production facilities,
sales offices and research stations throughout China's main corn,
cotton, and rice agricultural belts.

If approved, it is anticipated that the transaction will be consummated
in the second or third quarter of 2005.

[Outside Back Cover of Prospectus]

Until [ 90 days after effective date], all dealers that
effect transactions in these securities, whether or not participating in this
offering, may be required to deliver a prospectus. This is in addition to the
dealers' obligation to deliver a prospectus when acting as underwriters and with
respect to their unsold allotments or subscriptions.
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Annex A
STOCK PURCHASE AGREEMENT
AMONG
CHARDAN CHINA ACQUISITION CORP.,
DR. RICHARD D. PROPPER, KERRY PROPPER, JIANGNAN HUANG,
LI ZHANG, DAN BEHARRY, STEVEN URBACH,
STATE HARVEST HOLDINGS LIMITED,
DR.HAN GENGCHEN, MR.YANG YASHENG, MR.YUAN LIANG,
MS.ZHAO YUPING, MR.ZHANG WEIDONG, MR.CHEN WEICHENG,
MS. BO LUXIA, MR. HUANG XILIN, and Mr. HUO QINGTAO
Dated: December 20, 2004
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