Ngai Hing Hong Company Limited



RESULTS AND DIVIDENDS

We are pleased to announce the audited results of Ngai Hing Hong
Company Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) for the year ended 30th June 2002. The Group recorded
of HK$747,281,000 (2001:
HK$804,210,000) and profit attributable to shareholders of HK$38,408,000
(2001: HK$15,798,000). Earnings per share for the year amounted to HK12.8
cents (2001: HK5.3 cents). The Board has recommended a final dividend of
HK5.0 cents (2001: HK1.5 cents) per share. Together with the interim

an audited consolidated turnover

dividend of HK2.0 cents (2001: nil) per share, total dividend payment for
the year under review will amount to HK7.0 cents (2001: HK1.5 cents) per

share.

BUSINESS REVIEW
During the financial year 2001/02, the Group continued to concentrate its
efforts on its core businesses - the manufacturing of colourants and

engineering plastics, and the trading of plastic materials.

During the year, the overall economy has suffered as a result of the persistent
global economic downturn and the slowdown of the U.S. economy, which
were further affected by the 911 incident. In face of this tough business
environment, the manufacturing operation still achieved growth while the
trading operation, which has relatively lower margins, was inevitably
dampened, leading to the decrease in the aggregate turnover. Nevertheless,
riding on its experienced management, solid foundation, clearly-defined
business strategies and sound financial position, the Group had experienced
steady growth and reported an increase in profit, more than doubling that of
last year. This was mainly due to the contribution of the Group’s
manufacturing business, high quality products and services, and effective cost

control and strict implementation of cash flow management measures.
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Since the Group has been consistently pursuing sound business strategies,
the benefits became apparent during the reported year. The Group’s
commitment to the manufacturing business in recent years brought
encouraging results. Due to increasing market demand for colourants and
engineering plastics, the Group’s manufacturing business reported a surge
in turnover, accounting for a substantially higher portion of the aggregate
turnover. This, together with the higher gross profit margin in the
manufacturing business, contributed to the Group’s overall increase in gross

profit margin.

The Group has determined commitment in providing quality products to its
premium customers. To cater for each customer’s specific needs, the Group
produces customised and cost-effective products with value-added services,
including tailor-made engineering plastics, which have been well-received
by the market. Through its well-established distribution network in major
cities in the People’s Republic of China (the “PRC”) (including Dongguan,
Guangzhou, Shanghai, Qingdao, Chengdu and Tianjin), the Group managed
to expand and extend its customer base during the reported year. The
business nature of its customers now covers a wider range of manufacturing
industries including home appliance, toy, automobile, electronics and

consumer products.

Anticipating that the market environment would be difficult in the first half
of the year under review, the Group streamlined its operational workflow in
order to achieve higher gross profit margin by introducing measures such as
more stringent control and closer monitoring of the raw material

procurement COsts.

During the year under review, the Group continued to pursue prudent cash
flow management practices so as to further enhance its financial position by
shortening the recovery period of its account receivables resulting in

improved liquidity and substantial finance expenses reduction.
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PROSPECTS

Looking ahead, the Group will continue its determined commitment in
research and development to enhance its competitiveness in the market, and
expanding and extending its product range to meet the specific needs of
customers. To cater for the voluminous production orders from Hong Kong
customers, the Group has leased an additional plant at Tai Po Industrial
Estate in Hong Kong to increase its production capacity. Advanced model of
equipment and production machineries and high-volume production lines
will be installed in the additional plant for the production of products of
higher technical requirements. The additional plant will not only shorten
delivery time for local customers but also save delivery costs. The installation
of production machineries in the additional plant will be completed in two
phases. The first phase is expected to be ready for production by the end of
2002 while the second phase is expected to commence production in early

2003.

Meanwhile, the construction of the new plant in Shanghai, which is to
replace its existing leased plant, is on schedule and expected to be
completed by the end of 2002 which will increase the Group’s production

capacity just in time to meet the growing market needs for its products.

With the PRC’s entry into WTO, her regulatory systems will further
approaching global standards in the foreseeable future by reducing its tariff,
taxes, duties and other levies. At the same time, the tremendous market
potential will create business opportunities for the Group. In view of all
these inspiring factors, the Group established Ngai Hing (GZFTZ) Trading
Co., Ltd. in Guangzhou Free Trade Zone in May 2002, taking its first step in
developing the trading of plastic materials in China to make full utilisation
of the Group’s established customer base. If this pilot scheme receives
positive responses, it will become an additional source of income for the

Group.
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Leveraging on its widespread experience in the plastic materials and
colourants businesses, the Group is in negotiation with sizeable and
established building materials companies about the application of plastic
materials and colourants for their production of plastic building materials. It
is expected that such market penetration will create another stream of

income.

It is anticipated that the continuous growth in business opportunities in the
PRC will lead to an increase in demand of its products in the coming years.
Provided that the Group continues its pursuit of high quality products and
value-added services and increases its investment in research and
development, its competitiveness and leading position in the market will be
enhanced and maintained and better return for the Group and its

shareholders will follow.

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated
cashflow and banking facilities provided by its principal bankers. As at 30th
June 2002, the Group has available aggregate bank loan facilities of
approximately HK$102,454,000, of which HK$29,250,000 have been utilised
and were secured by corporate guarantee issued by the Company and legal
charges on certain leasehold land and buildings in the PRC and Hong Kong
owned by the Group (see note 11 to the accounts). The Group’s cash and
bank balances and short term bank deposits as at 30th June 2002 amounted
to approximately HK$46,486,000. The Group’s gearing ratio as at 30th June
2002 was approximately 10.7 per cent., based on the total bank borrowings
of approximately HK$29,250,000 and the shareholders’ funds of
approximately HK$272,960,000. As the Group’s borrowings and cash
balances are primarily denominated in Hong Kong dollars, the Group has

no significant exposure to foreign currency fluctuations.

Details of the Group’s capital commitments and the Company’s contingent

liabilities are disclosed in notes 20 and 21 to the accounts respectively.
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EMPLOYEE INFORMATION

As at 30th June 2002, the Group employed a total of 700 full-time
employees. The Group’s emolument policies are formulated on the
performance of individual employees and are reviewed annually. The
Group has introduced an incentive scheme which is geared to the profit of
the Group and the performance of its employees, as an incentive to
motivate its employees to increase their contribution to the Group. The
Group also provides social and medical insurance coverage, and provident
fund scheme (as the case may be) to its employees depending on the

location of such employees.

APPRECIATION

I would like to conclude this Statement by thanking the Group’s suppliers,
customers and shareholders for their excellent support, my fellow directors,
the Group’s executives, management and all of the staff for their hard work

and commitment during the year.

HUI Sai Chung

Chairman

Hong Kong,
7th October 2002
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