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RESULTS AND DIVIDEND

| 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 2006. The Group recorded an audited consolidated turnover of
HK$1,332,120,000 (2005: HK$1,243,849,000) and profit attributable to equity
holders of the Company of HK$7,082,000 (2005 restated: HK$14,951,000). Earnings
per share for the year were HK1.97 cents (2005 restated: HK4.93 cents). The Board
of Directors recommends the payment of a final dividend of HKI.O cent (2005:
HK1.0 cent) per share. Together with the interim dividend of HKI.0 cent (2005:
HK1.0 cent) per share, the total dividend payment for the year under review is

HK2.0 cents per share (2005: HK2.0 cents).

BUSINESS REVIEW

In the past year, the plastic materials and plastics related industries had to face a
very testing business environment. Persistently climbing crude oil and raw material
prices and keen market competition posed severe challenges to the Group.
Nevertheless, the Group achieved double-digit growth in turnover in the first half of
the year, and despite the slower growth in the second half, a 7% growth in turnover

was recorded for the full year.

During the year under review, surge in raw material prices pushed up the Group’s
production costs. As the increase in costs could not be totally transferred to
customers, the Group'’s overall gross margin declined. The high raw material prices
also dampened purchasing sentiment of customers and accordingly the Group's
business growth was affected. In addition, finance costs increased by approximately
HK$3,664,000 mainly due to the surge in interest rate. Furthermore, the change in
the Group’s accounting policies at the adoption of new Hong Kong Financial
Reporting Standards has led to the decrease in the Group’s profit by approximately
HK$2,888,000.
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To counter the difficult business environment, the Group adopted various concrete
measures including taking orders with lower risks and shortening account
receivables recovery period. At the same time, the Group also actively expanded its
customer base by securing more large enterprises as customers. Apart from placing
mass orders, these customers also offer shorter account receivables period, thus

lower the credit risk of the Group.

During the period under review, the Group conducted detailed review of its
inventory mix and adjusted its inventory levels in order to minimize the impact on
material cost from surge in plastics price. The move had helped to notably increase
the Group's cash flow, which was used to reduce debts, and accordingly lower the
Group's gearing ratio and improve its overall financial position. Moreover, the Group
has strived to maintain close relationship with suppliers with the aim of improving

communication as well as securing extended credit period.

PROSPECTS

To minimize the impact of consistently high crude oil and raw materials prices on its
business, the Group will seek to broaden its income sources and at the same time
reduce expenditure. On the one hand, it will implement aggressive sales and
marketing activities to expand its customer base, adding to it especially more large
enterprise customers. On the other hand, it will continue to apply cost control
measures to heighten cost effectiveness of production and enhance overall
operational efficiency. In addition, the Group will seek to effectively increase cash
flows and reduce gearing through lowering inventory levels and shortening recovery
of account receivables. Such moves will help to ensure the Group's financial stability

and flexibility.
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The Group will develop and grow its businesses steadily according to plan. Its aims
are to provide customers with quality products and value added services as well as
enhance its own market competitiveness and broaden income streams. For its
plastics trading business, the Group will further explore opportunities in the

booming PRC market.

For its engineering plastic products and colorants, the Group will continue to work
with customers’ R&D teams to jointly develop new products. It will strive to develop
more new products and applications of products in various industries, such as the
packaging industry, so as to expand its income sources and fully realize its
production efficiency and economies of scale advantages while satisfying different

customer demands.

The Group has established a Greater China regional team to oversee the domestic
and overseas sales of colorants and ensure optimum sharing of resources and know-
how among operations in different regions. The team will also focus on securing

more large enterprise customers.

The Group has joined the International Colour Alliance, a platform for it to maintain
close business relationship and exchange technical know-how with industry players
in different countries. It hopes the move will aid its building of a global business

network.
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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 2006, the Group has
available aggregate bank loan facilities of approximately HK$267,150,000, of which
approximately HK$176,268,000 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 notes 15, 16 and 17
to the accounts). The Group's cash and bank balances as at 30th June 2006 amounted
to approximately HK$62,187,000. The Group's gearing ratio as at 30th June 2006 was
approximately 52%, based on the total bank borrowings of approximately
HK$ 158,353,000, together with obligations under finance leases of approximately
HK$17,915,000 and the shareholders’ funds of approximately HK$336,484,000.

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

are disclosed in notes 29 and 30 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

entering into forward exchange contracts from time to time.

At 30th June 2006, 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 2006, the Group had approximately 905 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,
[ 6th October 2006
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