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RESULTS AND DIVIDENDS

| am pleased to announce the audited results of Ngai Hing Hong Company Limited
(“the Company”) and its subsidiaries (collectively “the Group”) for the year ended
30th June 2004. The Group recorded a consolidated turnover of HK$1,017,775,000
(2003: HK$874,976,000) and profit attributable to shareholders of HK$ 13,279,000
(2003: HK$40,462,000) during the year. Earnings per share for the year amounted to
HK4.43 cents (2003: HK13.49 cents). The Board recommended the payment of a
final dividend of HK2.0 cents (2003: HK5.0 cents) per share. Together with the
interim dividend of HK1.0 cent (2003: HK3.0 cents) per share, the total dividend
payment for the year under review will amount to HK3.0 cents (2003: 8.0 cents) per

share.

BUSINESS REVIEW

2004 marks the 10th anniversary of the Group's listing in Hong Kong. Over the past
decade, Ngai Hing Hong has managed to seize the many sprouting business
opportunities in the market and achieve quick and robust growth. Its consolidated

turnover for the year shot through the HK$ | billion threshold.

The past year was challenging for the Group. The outbreak of the bird flu, the
introduction of economic austerity measures in China and the increase in costs of
raw materials triggered by the persistently high crude oil price had adversely
affected the business environment in Asia. However, with a rock solid foundation and
focused business strategies, the Group not only was able to rise above the different
challenges, but also turned them into opportunities. During the year, the Group

kicked off one important investment, paving the way for the Group’s future growth.
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During the vear, the Group succeeded in expanding into a new business - the
manufacture and sale of PVC compounds. In May 2004, our new plant in Dongguan
commenced operation to provide to both the overseas and domestic markets PVC
compounds for use in the production of electrical wires and cables, sockets and toys.
The Group expects this new business segment to emerge as a strong growth driver
and start contributing profit in the coming financial year. Through implementing
aggressive sales and marketing strategies, the Group successfully broadened its
customer base and achieved significant growth in both orders and sales price,

increasing the Group's consolidated turnover by 16.3% over that of last year.

Having to weather the substantial increase in the costs of raw materials brought on
by the surge in crude oil price, plus the deployment of extra resources into the new
plant and in developing the new PVC business, the Group's production and
operating costs increased and its overall profit margin narrowed during the year.
However, the Group has full confidence that the returns from the new business and
new customers will be fully reflected in its results in the coming financial year. In
addition, the Group made strategic efforts during the year to expand its production
capacity and sales network. These efforts, which included the establishment of new
plants in Shanghai and Hong Kong and a new office in Xiamen, are expected to bear

fruit in the coming year.

During the period under review, the Group's high margin engineering plastics
manufacturing segment reported outstanding performance. Rising market demand
for engineering plastics plus the Group's stringent product quality control
underscored the persistently strong customer demand for the Group’s products, and
the strong demand translated into continuous turnover growth. As for the
colourants business, riding on the keen market demand for film grade masterbatches,
the Group secured many new customers and recorded steady growth in turnover

from the business segment.

ANNUAL REPORT 2003/2004

R RERWAL T HEHRE—EHRPVC
BH - IR -_ZTNFIAEREHARNM
B RENAETESREBAREERE
& BEBERANPVCEA - &EBHEEHN
EBERAAREYNEREN - LN T
HRFERREGRATAR - i - REE
BRGERNEERTSHERERE - KNRF

L

RERRF AR BRI EHENEETR
BRRENER CEENBLXEREFIER
BAZTRH= -

on

A BRRABRATENHKABREZE
LI MERBERFARIBE R EBRA
TLEINER  SEENEERZENAE
i EHERENKTRE - ERERANES
REEP S ROMER R IR EHBEK - B
TEMBEFE2ARRREENEEL - 5§
FoREEERNLEWRFEELEBREEE
REE - YREFIRIBARR - RIS
ERRBATHAE SERHRFNDHL
EXmERE -

REBESA - ENEEEMN TREMEBRKY
L REAOKE - ARFATSE TREN
FBREF  MEEBEHERERNBRRER
CRERBREBEPNXS SEEXERE
BEER - ERECHNE RREEHNE
MERYNBRATH TRELIHER, - &
FETATHBRENER -



During the year, the Group's plastics trading business recorded significant growth in
turnover, with Ngai Hing (GZFTZ) Trading Co., Ltd. ("NHGZ") in Guangzhou
reporting satisfactory performance. Besides actual financial returns, NHGZ also
embodies the Group's determination to expand its business in the PRC market,
helping the Group to broaden its customer networks in Southern China and

cementing the Group's foundation for long-term development in the market.

PROSPECTS

Although the global economy has yet to fully rebound, it has been recovering at a
pace quicker than expected. In the light of continuous improvement in the global
economy and consumption sentiment, the Group is optimistic about its prospects in
the coming year. Looking forward, the Group will focus on expanding its customer
base and trimming production costs so as to achieve maximum production efficiency
and economies of scale while at the same time meeting immense market demand

for plastics products.

The Group sees vast growth potential in the PRC market and economy. It will
actively seek to capture this important market in the coming years leveraging the
Closer Economic Partnership Arrangement (CEPA) signed recently between
Mainland China and Hong Kong. To ensure continuing optimum returns from the
PRC market, the Group will strive to fully exploit its resources in Guangzhou and
Shanghai. The move will allow it to further expand its business in the burgeoning
China market, in particular eastern China, and to boost its existing competitive

advantages.

Meanwhile, to ensure steady business growth, the Group is committed to stepping
up its R&D efforts and has scheduled to set up a new R&D center in Shanghai by
2005. It will also continue to recruit professionals with extensive industrial and
technical knowledge to assist the development of more innovative products. The
Group is dedicated to providing customers with the highest quality products and
premium value-added services, which it believes will help to strengthen its

competitiveness in the market and expand its income sources.
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With the Group’s new plant progressing into full operation during the year, both the
Group’s overall production capacity and potential for growth were significantly
enhanced. Looking ahead, the Group will continue to use its best endeavour to
exercise stringent costs control to increase cost efficiencies in production. The
Group will also forge ahead with its promising new PVC compounds business, which
is expected to broaden the Group's income base and bump up its overall results in

the next financial year.

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 2004, the Group has
available aggregate bank loan facilities of approximately HK$173,370,000, of which
HK$123,431,000 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 | | to the accounts). The Group's cash
and bank balances and short term bank deposits as at 30th June 2004 amounted to
approximately HK$51,303,000. The Group'’s gearing ratio as at 30th June 2004 was
approximately 49.7%., based on the total bank borrowings of approximately
HK$123,431,000, together with obligations under finance leases of HK$ 18,663,000 and
the shareholders’ funds of approximately HK$286,184,000.

Details of the Group's capital commitments and the Company's contingent liabilities

are disclosed in notes 21 and 22 to the accounts respectively.

FOREIGN EXCHANGE RISK

The Group's borrowings and cash balances are primarily denominated in Hong Kong
dollars. The Group's purchases were principally denominated in US dollars. The
Group closely monitors currency fluctuations and reduces its exchange risk by

hedging with forward exchange contracts from time to time.
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At 30th June 2004, the Group had maximum outstanding commitments in respect of
forward contracts in order to hedge the Group's exposure in foreign currencies

from its operations as follows:
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EMPLOYEE INFORMATION

As at 30th June 2004, the Group had approximately 800 full-time employees. The
Group’s emolument policies are formulated on the performance of individual
employees and are reviewed annually. The Group has 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

| would like to express my gratitude to our suppliers, customers and shareholders
for their unfailing support. My thanks also go to my fellow directors, executives and
staff for their outstanding performance and contribution during the past year ridden
with challenges. The Group will as always, with prudence and conviction, seek to
secure long-term development and the most satisfactory return to shareholders. |
am confident that the Group will be able to attain more prosperous results for the

coming year.

HUI Sai Chung

Chairman

Hong Kong,
I3th October 2004
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