NGAI LIK INDUSTRIAL HOLDINGS LIMITED
BAIXKEBERRAA

WORKING CAPITAL MANAGEMENT AND
DIVIDEND POLICY

As at 30 September 2003, the Group maintained bank and cash
balances of HK$307 million (31 March 2003: HK$293 million)
and working capital utilisation continued to be efficient. The
Group's average inventory turnover decreased to 44 days during
the period (2002: 53 days) and its average trade receivables
turnover remained low at only 26 days (2002: 19 days).

The strong liquidity in inventories and trade receivables together
with the Group’s rich cash surplus enabled the Board of Directors
to declare an interim dividend of about 46% of the net profits
for the period while maintaining an optimal capital structure on
one hand and maximizing the overall return for the shareholders

on the other.

The Board of Directors considers that the policy of maintaining
a dividend payout ratio of not more than 50% is appropriate.
Whilst providing rewards to the investors for their on-going
support, the cash available after dividend payments must be

sufficient to match the Group's future funding requirements.

FINANCING AND CAPITAL STRUCTURE

With its strong financial management and the low interest rates
driven by the downturn in the US market, the Group continued
to benefit from a low level of finance costs of HK$2.1 million

for the period (30 September 2002: HK$3.4 million).

The Group managed a low level of debt balance as evidenced
by the decrease in the gearing ratio to 0.19 (31 March 2003:
0.20), which was calculated based on the total interest bearing
borrowings to the shareholders’ equity, and total debts stood at
HK$200 million as at 30 September 2003.

The Group’s borrowings are primarily denominated in Hong Kong
dollars and the Group has no significant exposure to foreign

exchange fluctuations.

LIQUIDITY AND FINANCIAL RESOURCES

The net current assets of the Group as at 30 September 2003
stood at a level of HK$249 million (31 March 2003: HK$331
million) and the current ratio decreased to 1.3 (31 March 2003:
1.7). It is mainly attributed to the capital expenditure for the
period, amounting to HK$93 million and part of them was yet to
pay at 30 September 2003. During the period, an amount of
HK$30 million, being part of the HK$210 million syndicated
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loan, was drawn down by the Group, making up a total
drawdown of HK$150 million. Subsequent to 30 September 2003,
the further drawdown of the syndicated loan improved the
Group’s liquidity again. Shareholders’ funds was maintained at
HK$1,029 million as at 30 September 2003.

This robust financial position is mainly attributed to the Group’s
strong earning capability as well as its effective financial

management.

EXCHANGE EXPOSURE

The majority of the Group’s sales and purchases are denominated
in US Dollars. As HK Dollars and US Dollars are hedged and on
this basis, the Group’s exposure to foreign exchange is adequately

managed.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 September 2003, the directors and chief executive of
the Company and their associates had the following interests
and short positions in the shares, underlying shares and
debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”)) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies

(“Model Code”):

Capacity/
Name of Directors Notes Nature of interest
G B 5 LAVE: 1:3-1
Mr. Lam Man Chan 1 family interest
MR ENY
Ms. Ting Lai Ling 1 family interest
TER&L ENY - E
Ms. Ting Lai Wah 1 corporate interest
TBEXL UNGIE- £
Mr. Hui King Chun 2 family interest
AR A ENY
Mr. Yeung Cheuk Kwong 3 personal interest
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Notes:

In ad

The 277,923,176 shares of the Company are held by and registered
in the name of Goodchamp Holdings Limited, which is 100%
owned by Sinowin Inc. as trustee of The Sinowin Unit Trust. The
Sinowin Unit Trust is a unit trust owned by Banque Paribas
International Trustee Limited as trustee of a discretionary trust.
The family members of Mr. Lam Man Chan and Ms. Ting Lai Ling,
both directors of the Company, are the discretionary objects of
the discretionary trust. Ms. Ting Lai Wah, a director of the
Company, is the sole shareholder of Sinowin Inc.

The 40,640,000 shares of the Company are held by and registered
in the name of Grandlink Holdings Limited, which is 100% owned
by Basab Inc. as trustee of The Basab Unit Trust. The Basab Unit
Trust is a unit trust owned by Guardian Trustee Limited as trustee
of a discretionary trust. The family members of Mr. Hui King Chun,
a director of the Company, are the beneficiaries of the discretionary
trust.

This interest relates to options granted on 10 July 2003 by the
Company to Mr. Yeung Cheuk Kwong. This interest is also referred
to in the section headed “Directors’ Right to Acquire Shares” below.
The share options are exercisable at a subscription price of
HK$2.475 for each share during the period from 2 August 2003 to
28 February 2008. The percentage of holding is calculated on the
basis (i) that the options are fully exercised; and (ii) the number of
issued share capital of the Company when the options are exercised
is the same as that as at 30 September 2003.

dition to the above, certain directors of the Company have

non-beneficial personal equity interests in certain subsidiaries

held for the benefit of the Company solely for the purpose of
compliance with the minimum company membership
requirements.

DIRECTORS’ RIGHT TO ACQUIRE SHARES

As at

30 September 2003, the directors and chief executive of

the Company have the following options to subscribe for the

share

s of the Company under the Company’s share option scheme

approved and adopted on 23 August 2002 (the “Scheme”):

Outstanding
options as at
30 September

Director 2003 Date of grant
R-B2=F
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e RATHE 2
B EREHE R AH
Mr. Yeung Cheuk Kwong 5,000,000 10 July 2003
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