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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 2005.The Group recorded a consolidated turnover of HK$1,243,849,000
(2004: HK$1,017,775,000) and profit attributable to shareholders of HK$17,102,000
(2004: HK$13,279,000) during the year. Eamings per share for the year amounted to
HK5.64 cents (2004: HK4.43 cents). The Board recommended the payment of a final
dividend of HKI1.0 cent (2004: HK2.0 cents) per share.Together with the interim
dividend of HKI.0 cent (2004: HK1.0 cent) per share, the total dividend payment for

the year under review will amount to HK2.0 cents (2004: 3.0 cents) per share.

BUSINESS REVIEW

The past year had been challenging for the Group. During the period under review,
the increase in costs of raw materials triggered by the persistently high crude oil
prices had had adverse effect on the Group's operational environment and business.
However, with a rock solid foundation and an experienced management team, the
Group not only rose above the challenges, but also turned them into opportunities,

achieving double-digit growth in both turnover and net profit.

During the year, the Group adopted aggressive sales and marketing strategies and
succeeded in expanding its customer base. It boasted marked gains in both order
numbers and selling prices for its products. All of the Group'’s business segments
including the plastics trading business, engineering plastics manufacturing segment,
colourants business and PVC business recorded significant growth in revenue.
However, because of the high raw material costs (which were elevated by rocketing
oil prices) and the deployment of extra resources into its new plant and business,
both the Group's production and operational costs surged, thus negatively affected

its gross profit margin.
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In 2003/2004, the Group successfully established the new PVC compounds business
and set up a production plant in Dongguan to produce PVC compounds for
manufacturing electrical wires and cables, sockets and toys. The products are sold in
both domestic and overseas markets. Thanks to the hard work of the Group's sales
team, the segment has been gaining new customers and orders. The Group expects
the segment to generate return in the next fiscal year and become a major growth

driver in the future.

During the review period, the Group's plastic, trading segment delivered brilliant
performance. Because of the rise in plastic resins prices, the relentless efforts of its
sales force and the gradually opening market in mainland China, the Group's plastic
trading business achieved satisfactory growth in both turnover and profit.
Furthermore, the business of Ngai Hing (GZFTZ) Trading Co., Ltd. also grew steadily,

contributing to the overall increase of the Group's turnover.

On the other hand, as a result of the Group's drive to provide better customer
service, its engineering plastics business also saw notable growth during the review
period, reporting double-digit increase in both turnover and profit. During the year,
this segment stepped up its cooperation with customer’s research and development
teams in developing new products. These efforts have helped to sustain the
segment’s competitiveness, allowing it to make significant profit contribution to the
Group. As for the colourants business, the rising raw material prices and elevating
manufacturing and production costs, all pushed up by the hefty oil prices, dampened
our customers' sentiment in placing orders. This ultimately adversely affected the

segment’s profit.
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PROSPECTS

Although the global economy and consumption sentiment in markets worldwide are
improving, uncertainties still loom as a result of crude oil prices fluctuation. For this
reason, the Group holds a cautiously optimistic view of its business outlook. In the
future, the Group plans to focus on expanding its customer base, trimming
production costs, and developing new products and new product applications, with
an ultimate goal of taking full advantage of its exceptional production efficiency and

economies of scale to satisfy customers' different needs.

Besides, the Group will also expand the scope of its different business segments in
an organized manner, targeting to ensure the supply of top quality products and
value-added services to its customers while at the same time improving its
competitiveness and creating new sources of income. The initiative will brace the
Group for steady growth. On the engineering plastics front, while Hong Kong has
been the segment’s historical base, with the Group's Shanghai branch inaugurated,
the Group will strive to develop the PRC market for the segment, focusing specially
on the fast growing eastern region of the country. In addition, the Group will
continue to work in close collaboration with its customers in developing new

products for the market.

As for the colourants segment, efforts will be devoted to developing new products
and new product applications for different industries including the packaging
industry, to widen the Group's income sources. At the same time, the Group will
work with customers' research and development teams to provide customers with
production solutions that promise improved cost effectiveness, thereby securing
more orders for the Group. In addition, the Group will gradually introduce its
products to overseas markets including the USS., Europe, Asian and the Middle East
in the long run. Last but not the least, the Group will continue to expand its PVC
compounds business focusing on developing new products, such as those for
application by the medical sector, so as to fully utilize its existing resources and

broaden its customer base.
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To widen the room for business growth, the Group has been actively expanding its
production facilities to boost production capacity while exploring new business
areas. Looking ahead, the Group will diligently implement production cost control
measures to achieve higher cost effectiveness. Adhering to these clear and focused
development strategies and with the concerted efforts of its staff, the Group will

strive to deliver better results in the next fiscal year

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with intemally generated cashflow and
banking facilities provided by its principal bankers. As at 30th June 2005, the Group has
available aggregate bank loan facilities of approximately HK$259,831,000, of which
approximately HK$182,924,000 have been utilized and were secured by corporate
guarantees 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 |l to the
accounts). The Group's cash and bank balances as at 30th June 2005 amounted to
approximately HK$55,019,000. The Group's gearing ratio as at 30th June 2005 was
approximately 63%, based on the total bank borrowings of approximately
HK$ 182,924,000, together with obligations under finance leases of approximately
HK$25,253,000 and the shareholders’ funds of approximately HK$330, 193,000.

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

are disclosed in notes 2| 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 2005, 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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2005 2004

HK$’000 HK$'000

FEx FET

Sell HK dollars for US dollars B TUEAZTT 836,267 436,660

EMPLOYEE INFORMATION

As at 30th June 2005, the Group had approximately 850 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,
| 3th October 2005
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