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MR CHIPS HOLDINGS LIMITED

NOTICE OF MEETING

NOTICE IS HEREBY GIVEN that the 17th

Annual General Meeting of shareholders of
Mr Chips Holdings Ltd will be held at 3 pm
on 8th August 2002 at Mr Chips Holdings Ltd,
100 Kerwyn Ave, East Tamaki, Auckland.

ORDINARY BUSINESS

Annual Report and Accounts

1 .  To receive, consider the directors’ report,
the accounts and balance sheets at 31 March
2002 and report of the auditors thereon.

Election of Officers

1. To elect directors.
In accordance with the provisions of the
Company’s Constitution, Mr Graeme
Edwards retires by rotation and, being
eligible, offers himself for re-election.

Auditors

1. To record that PricewaterhouseCoopers
continue in office as auditors and to
authorize the directors to fix their
remuneration in terms of their appointment.

OTHER BUSINESS

1 .  To consider any other matter that may
properly be brought before the meeting.

Proxies

All shareholders are entitled to attend the
meeting and may appoint a proxy, who need not
be a member of the company, to attend and on a
poll vote in their stead. A proxy form is included
with this notice.

Invitation

The directors cordially invite shareholders to join
them for the official opening of our new
premises at 4 pm.

By order of the Board

J A Davison
Chief Executive Officer
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MR CHIPS HOLDINGS LIMITED

CHAIRMAN'S REPORT

On behalf of the directors I present the seventeenth Annual Report of Mr Chips Holdings Ltd for the year ended
31 March 2002.

REVIEW

The consolidated net profit after tax for the year is $661,698, which is only 52% of last year’s result, but sales
of $21,275,210 represent a 6% increase on last year and are a record for the company.

The result, while substantially behind budget, is nevertheless satisfactory in the circumstances.  During the year
our two principal competitors, shortly before new Commerce Act constraints were to come into force, combined
their operations effectively creating a monopolistic market place.  Understandably a number of major
consumers approached us regarding future supply.  In order to meet Quick Service Restaurant quality
specifications and to increase capacity, the Board took the decision to build a new state of the art french fry
facility on our bare land immediately adjacent to the existing East Tamaki premises.  It represents a major
increase in the scale of our operations.  The Board has reviewed a large number of investment proposals in
recent years and was very pleased to be able to justify this substantial investment in our core business.  This has
been done with the support and encouragement of our major shareholders, bankers, suppliers and customers.

The expansion was effectively underwritten by a long term supply contract with Restaurant Brands and
arrangements with other major customers.  The decrease in profit this year is largely due to the necessity to
supply initial quantities to Restaurant Brands, from the old factory, which was not set up to manufacture cost
effectively to their specifications.  Further, capacity constraints necessitated the subcontracting of our export
business with consequent loss of margin.  Margins were already under pressure from cost increases in labour,
packaging and freight.  Finally a serious refrigeration problem adversely impacted on our capacity and
profitability in the last quarter.  Our Christchurch operation creditably performed to budget.

Management have coped very well in meeting the demands of planning, designing and purchasing the new
facility while ensuring the day to day business continued to operate satisfactorily.  The new potato and kumara
specialty line installed last year was also successfully commissioned.

Funding for the project is an appropriate mixture of bank debt and equity, which in the medium term should see
our balance sheet ratios restored to their historical levels.  Considerable time and effort was devoted to
exploring the possibility of involving two possible strategic equity partners but in the end your directors
preferred the option of a pro rata cash issue and bank debt.  We were pleased to see the level of support for the
cash issue, which was successfully completed subsequent to balance date.

The equity ratio as at 31 March 2002 is distorted by the raising of debt to fund the expansion progress payments
prior to the cash issue.  Operational cashflow remains strong.

DIVIDEND

A final dividend of 1.5 cents per share will be paid on 5th July 2002 (ex date 1st July), which together with the 2
cents per share interim dividend gives a total of 3.5 cents per share for the year fully imputed.  The company
meets all solvency requirements.

STAFF

I would like to thank all staff, a number of them with very long and loyal service, and in particular the senior
management team together with my fellow directors for their efforts during the year, which has seen the start of
a major step forward in the company’s development.
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MR CHIPS HOLDINGS LIMITED

CHAIRMAN'S REPORT

OUTLOOK

This year can be summarised as being one of short term pain for long term gain.  The new facility represents a
very significant increase in capacity and capability and will have substantially lower operating costs.  While this
has resulted in a large increase in debt your directors are confident that in the medium term we will achieve
record earnings and dividends per share.

We will now be looking to find new markets for this increased capacity and competitiveness together with some
innovative uses for our old facility.

Our immediate priorities are to complete the commissioning of the new factory and meet our contractual
commitments without causing any disruption to our existing business.  To date the new factory is on time and
budget and we have made a promising start to the new year.

We have intentionally scheduled this year’s AGM to coincide with the official opening of our new production
facility.  This will give all shareholders the opportunity of being the first to see the new facility in operation.
We would welcome your attendance.

On behalf of the Board

GRAEME R EDWARDS
Chairman of Directors

FINANCIAL STATEMENTS

The Directors are pleased to present the Financial Statements of Mr Chips Holdings Ltd for the year ended 31
March 2002.

For and on behalf of the Board of Directors

GRAEME R EDWARDS EION S EDGAR
Chairman of Directors Director
13 June 2002 13 June 2002
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MR CHIPS HOLDINGS LIMITED

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 MARCH 2002

Notes

Consolidated               Parent

2002

$

Consolidated              Parent

2001

$

Sales 21,275,210 --- 20,101,620 ---

Management Fee --- 75,926 --- 75,750

Interest Received --- --- --- ---

Dividend Received from Mr Chips Ltd --- 369,815 --- 1,202,335

TOTAL OPERATING REVENUE 21,275,210 445,741 20,101,620 1,278,085

SURPLUS BEFORE TAXATION 2 986,277 369,815 1,914,828 1,202,335

Taxation Expense 3 324,579 --- 630,274 ---

NET SURPLUS AFTER TAXATION 661,698 369,815 1,284,554 1,202,335

MR CHIPS HOLDINGS LIMITED

STATEMENT OF MOVEMENTS IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2002

Consolidated             Parent

2002

$

Consolidated          Parent

2001

$

Equity at 1 April 2001 4,851,546 3,357,369 4,769,327 3,357,369

Net Surplus for the Year 661,698 369,815 1,284,554 1,202,335

Total Recognised Revenues and Expenses

for the Year 661,698 369,815 1,284,554 1,202,335

Distributions to Shareholders during the Year 369,815 369,815 1,202,335 1,202,335

Equity at 31 March 2002 5,143,429 3,357,369 4,851,546 3,357,369
 

The accompanying notes on pages 12 to 24 form part of these Financial Statements
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MR CHIPS HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2002

     

Notes
2002

$
2001

$
EQUITY 5 5,143,429 4,851,546

Represented By:

Current Assets
Trade Debtors 2,179,412 2,055,665
Receivables and Prepayments 21 228,714 75,103
Inventories 7 1,384,680 928,702
Current Taxation 71,308 41,876

3,864,114 3,101,346
Non Current Assets
Fixed Assets 6 11,883,741 6,494,822
Investments 13 23,288 32,912

11,907,029 6,527,734

TOTAL ASSETS 15,771,143 9,629,080

Current Liabilities
Bank Overdraft (Secured) 8 392,858 499,735
Term Liabilities 8 500,000 200,000
Trade Creditors 1,410,497 1,213,057
Term Liabilities 18 320,000 ---
Accruals 1,225,154 365,975
Employee Entitlements 153,904 108,971

4,002,413 2,387,738
Non Current Liabilities
Term Liabilities (Secured) 8 6,485,000 2,200,000
Deferred Taxation 4 140,301 189,796

6,625,301 2,389,796

TOTAL LIABILITES 10,627,714 4,777,534

NET ASSETS 5,143,429 4,851,546

The Board of Directors of Mr Chips Holdings Limited authorised these financial statements for issue on the
13th June 2002.

GRAEME R EDWARDS EION S EDGAR
Chairman of Directors Director

13 June 2002 13 June 2002

The accompanying notes on pages 12 to 24 form part of these Financial Statements.
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MR CHIPS HOLDINGS LIMITED

PARENT COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2002

Notes
2002

$

2001

$

EQUITY 5 3,357,369 3,357,369

Represented By:

Current Assets

Bank 8 33,611 3,778

Debtors 16,600 15,750

Intercompany Advances 12 2,304,965 2,358,521

2,355,176 2,378,049

Non Current Assets

Shares in Subsidiaries 11 1,278,000 1,278,000

TOTAL ASSETS 3,633,176 3,656,049

Current Liabilities

Intercompany Loans 12 235,521 259,244

Payable to Directors 24,000 20,551

Accruals 16,286 18,885

275,807 298,680

NET ASSETS 3,357,369 3,357,369

The Board of Directors of Mr Chips Holdings Limited authorised these financial statements for issue on the
13th June 2002.

GRAEME R EDWARDS EION S EDGAR
Chairman of Directors Director

13 June 2002 13 June 2002

The accompanying notes on pages 12 to 24 form part of these Financial Statements.
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MR CHIPS HOLDINGS LIMITED

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 31 MARCH 2002

Notes

Consolidated               Parent

2002

$

Consolidated          Parent

2001

$

Cashflows from Operating Activities

Cash was provided from:

Receipts from Customers 21,165,213 34,613 19,849,550 ---

Intercompany Dividends Received --- 369,815 --- 1,202,335

GST 44,653 (113,900)

Cash was applied to

Payments to Suppliers and Employees (19,545,575) (18,502) (17,412,673) (38,122)

Interest Paid (223,971) 13,722 (161,023)

Taxes Paid (403,658) (785,761)

Net Cash Inflow (Outflow) from

Operating Activities 15 1,036,662 399,648 1,376,193 1,164,213

Cashflows from Investing Activities

Cash was provided from:

Sales of Fixed Assets 11,192 ---

Sale of Investments 9,624 8,349

Cash was applied to

Purchases of Fixed Assets (5,424,077) (1,039,633)

Capitalised Interest Paid (61,709) ---

Net Cash Inflow (Outflow) from

Investing Activities (5,464,970) (1,031,284)

Cashflows from Financing Activities

Cash was provided from:

Debt 4,905,000 700,000

Cash was applied to:

Dividend Paid (369,815) (369,815) (1,202,335) (1,202,335)

Net Cash Inflow (Outflow) from

Financing Activities 4,535,185 (369,815) (502,335) (1,202,335)

Net Increase/(Decrease) in Cash 106,877 29,833 (157,426) (38,122)

Opening Bank Balance/(Overdraft) (499,735) 3,778 (342,309) 41,900

Closing Bank Balance/(Overdraft) (392,858) 33,611 (499,735) 3,778

The accompanying notes on pages 12 to 24 form part of these Financial Statements.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 1
STATEMENT OF ACCOUNTING POLICIES

(a) Reporting Entity
Mr Chips Holdings Limited is a company registered under the Companies Act 1993 and listed on
the New Zealand Stock Exchange.

The group consists of Mr Chips Holdings Limited and its subsidiaries.

Mr Chips Holdings Limited is an issuer for the purposes of the Financial Reporting Act 1993.  The
financial statements and group financial statements of Mr Chips Holdings Limited have been
prepared in accordance with the Financial Reporting Act 1993.

(b) Measurement Base
The accounting principles recognised as appropriate for the measurement and reporting of
financial performance and financial position on a historical cost basis are followed by the group,
with the exception that certain investments have been revalued as per the accounting policy below.

(c) Specific Accounting Policies
The following Specific Accounting Policies which have a material effect on the measurement of
financial performance and financial position have been adopted:

(i) Basis of Consolidation
The Consolidated Financial Statements have been prepared on the basis of the "purchase
method" and include the Financial Statements  of the subsidiary companies Mr Chips
Limited, Autarky Holdings Limited, Aurumcorp Holdings Limited,  and Apex Foodlines
(1984) Limited.  All significant intercompany items and  transactions are eliminated in
the preparation of the Consolidated Financial Statements.

(ii) Fixed Assets and Depreciation
Fixed Assets are recorded at cost, less accumulated depreciation.

Depreciation has been charged in the Financial Statements on a straight line basis, which
will write off the cost of assets over their estimated economic lives.  The estimated
economic lives are:

Buildings 40 - 100 years
Plant and Equipment     5 - 10 years

(iii) Investments
Shares in subsidiaries are recorded at directors' valuation.

Cooperative investments are valued at cost plus the group's attributed share of the
increase in the cooperative's retained earnings from trading.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

(iv) Inventories
Inventories are valued at the lower of cost, on a first in/first out basis, and net realisable
value.

Cost of finished goods includes the cost of direct materials, direct labour and a proportion
of the manufacturing overhead, based on the normal capacity of the facilities, expended
in putting the inventories in their present location and condition.

(v) Debtors
Debtors are recorded at estimated realisable value.

(vi) Income Tax
The income tax expense charged to the statement of financial performance includes both
the current year's provision and the income tax effects of timing differences calculated
using the liability method.

Tax effect accounting is applied on a comprehensive basis to all timing differences.  A
debit balance in the deferred tax account, arising from timing differences or income tax
benefits from income tax losses, is only recognised if there is virtual certainty of
realisation.

(vii) Financial Instruments
Forward exchange contracts entered into as hedges of foreign exchange assets and
liabilities are valued at exchange rates prevailing at year end.  Any unrealised gains or
losses are offset against foreign exchange gains and losses on the related asset or liability.
Premiums paid on currency options are amortised over the period to maturity.

(viii) Leases
Mr Chips Holdings Limited leases certain plant and equipment and land and buildings.

Finance leases, which effectively transfer to the group substantially all the risks and
benefits incident to ownership of the leased item, are capitalised at the present value of
the minimum lease payments.  The leased assets and corresponding liabilities are
disclosed and the leased assets are depreciated over the period the group is expected to
benefit from their use.

Operating lease payments, where the lessors effectively retain substantially all the risks
and benefits of ownership of the lease items, are included in the determination of the net
surplus in equal installments over the lease term.

(ix) Foreign Currencies
Transactions denominated in a foreign currency are converted to New Zealand dollars at
the exchange rates in effect at the date of the transaction.  Monetary assets and liabilities
arising from trading transactions or overseas borrowings are translated at closing rates or,
where forward exchange cover has been obtained, at the settlement rate.  Gains and losses
due to currency fluctuations on these items are included in the statement of financial
performance.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

(x) Statement of Cashflows
The following are the definitions of the terms used in the statement of cash flows:
(a) Operating activities include all transactions and other events that are not

investing or financing activities.
(b) Investing activities are those activities relating to the acquisition, holding and

disposal of property, plant and equipment and of investments.  Investments can
include securities not falling within the definition of cash.

(c) Financing activities are those activities that result in changes in the size and
composition of the capital structure.  This includes both equity and debt not
falling within the definition of cash.  Dividends paid in relation to the capital
structure are included in financing activities.

(d) Cash is considered to be cash on hand and current accounts in banks, net of bank
overdrafts.

(d) Changes in Accounting Policies
There have been changes in the following accounting policies this year:
(i) Major engineering spares are capitalised as part of property, plant and equipment and

depreciated at the same rate as the underlying plant.  Previously, these items were not
depreciated.  The Board of Directors have adopted this change in accounting policy after
reviewing the requirements of Financial Reporting Standard number 3 “Accounting for
Property, Plant and Equipment”.  This change in accounting policy has had the effect of
increasing depreciation for the year by $12,546.

(ii) Financing costs that are directly attributable to the acquisition or construction of a fixed
asset are capitalised.  Formerly, all financing costs were expensed as incurred.  The
Board of Directors has adopted this change in accounting policy after reviewing the
requirements of Financial Reporting Standard number 3 “Accounting for Property, Plant
and Equipment”.  While capitalisation of financing costs is optional under the standard,
the Board believes their inclusion more fairly reflects the true costs of the fixed assets.
This change in policy resulted in $61,709 of financing costs being capitalised during the
year.

(iii) Dividends proposed after balance date are not recognised in the financial statements, but
are disclosed in the notes to the financial statements.  Previously, all proposed dividends
were recognised as liabilities in the Statement of Financial Position.  The Board of
Directors has adopted this change to conform to the requirements of the revised Financial
Reporting Standard number 5 “Events After Balance Date”.  As a result of changing this
accounting policy no provision for final dividend (disclosed in note 19 as $276,987) is
recognised in the Statement of Financial Position.

Certain comparatives have been amended to conform with the current year's presentation.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 2
SURPLUS BEFORE TAXATION

Consolidated          Parent

2002

$

Consolidated          Parent

2001

$

Surplus is after charging (crediting):

Auditors Remuneration

- Audit Fees 16,250 16,250 15,750 15,750

- Other Services Taxation 4,788 4,788 5,315 ---

Depreciation

- Buildings 31,186 --- 47,230 ---

- Plant & Equipment 529,887 --- 586,368 ---

- Engineering Spares 12,546 --- --- ---

573,619 633,598

Directors Fees 30,000 30,000 30,000 30,000

(Profit)/Loss on Sale of Fixed Assets (5,230) --- --- ---

Interest – Term 206,705 13,722 144,547 ---

 - Other 17,266 --- 16,475 ---

Rental Payments 121,546 --- 106,918 ---

Bad Debts 5,403 --- 11,864 ---

Foreign Exchange Gain/(Loss) (1,675) --- 2,961 ---

Donations --- --- --- ---



Page 16

MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 3
TAXATION

Consolidated        Parent

2002

$

Consolidated       Parent

2001

$

Operating Surplus before Taxation 986,277 369,815 1,914,828 1,202,335

Prima Facie Taxation @ 33% 325,471 122,039 631,893 396,770

Plus/(Less) Taxation effect of:

Permanent Differences – other (2,566) --- 1,036 ---

Permanent Differences – Imputation credits --- (122,039) --- (396,770)

Prior Year (over)/under provision 1,674 --- (2,655) ---

Taxation Expense 324,579 --- 630,274 ---

Tax Expense Comprises:-

Current Taxation 374,074 --- 720,793 ---

Deferred Taxation (49,495) --- (90,519) ---

324,579 --- 630,274 ---

There are no income tax losses or unrecognised timing differences carried forward.

NOTE 4
DEFERRED TAXATION

Consolidated Parent

2002

$

Consolidated Parent

2001

$

Opening Balance As At 1 April 2001 189,796 --- 280,315 ---

Provided in the Current Year (49,495) --- (90,519) ---

Closing Balance As At 31 March 2002 140,301 --- 189,796 ---
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MR CHIPS HOLDINGS LIMITED  

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 5
EQUITY

The company has 18,465,819 ordinary shares fully paid (2001: 18,465,819).  All ordinary shares have
equal voting rights and share equally in dividends and surplus on winding up.

Equity Comprises:

Consolidated               Parent

2002

$

Consolidated          Parent

2001

$

Share Capital 6,872,242 6,872,242 6,872,242 6,872,242

Capital Reserve 112,253 87,253 112,253 87,253

Accumulated Losses (1,841,066) (3,602,126) (2,132,949) (3,602,126)

5,143,429 3,357,369 4,851,546 3,357,369

Mr G R Edwards was allocated 80,000 options to acquire shares on joining the Executive Share Option
Scheme on 27th February 2001.  The scheme comprises of a total of 320,000 share options allocated to
senior managers at an exercise price of 90 cents representing the market price at the time of granting.  The
options can be exercised between 1st November 2002 and 1st November 2005.  On 6th May 2002 a further
102,000 share options were allocated to senior managers at an exercise price of $1.  The options were
exercised on 31st May 2002.

On the 30th April 2002, the company issued an additional 5,260,043 ordinary shares by way of a rights
issue to existing shareholders.  The shortfall of 375,702 ordinary shares were taken up by the underwriters
on the 15th May 2002.  After the issue the company has 24,101,564 ordinary shares fully paid.  The
additional shares rank equally with existing ordinary shares, subject to the shares not being entitled to
receive any dividend in respect of the financial year ended 31 March 2002.



Page 18

MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 6
FIXED ASSETS

Consolidated

2002

$

2001

$

Land – at cost 873,647 873,647

Buildings – at cost 2,890,772 2,871,924

Less Accumulated Depreciation 367,624 336,439

Book Value 2,523,148 2,535,485

Plant & Equipment – at cost 10,490,746 9,188,520

Less Accumulated Depreciation 7,790,361 7,370,852

Book Value 2,700,385 1,817,668

Engineering Spares – at cost 125,457 275,828

Less Accumulated Depreciation 12,546 ---

Book Value 112,911 275,828

Work in Progress – at cost 5,673,650 992,194

11,883,741 6,494,822

The parent company has no fixed assets.
The directors believe that the fair value of land and buildings approximate their carrying value.
Work in progress relates to the new building and plant at the East Tamaki site in Auckland.  As indicated in
the accounting policies, finance costs that are directly attributable to the cost of an asset are included in the
initial costs.  The finance costs capitalised during the year to 31 March 2002 amount to $61,709.

NOTE 7
INVENTORIES

Consolidated

Comprised of:

2002

$

2001

$

Raw Materials 299,100 110,301

Finished Goods 929,637 818,401

Consumable Spares 155,943 ---

1,384,680 928,702

Some inventories are subject to standard retention of title clauses.  The parent company has no inventories.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 8
FUNDING FACILITIES

Term Liabilities (Secured)

Evergreen BNZ cash advance facility, interest at market rates secured by a debenture over the group assets
(including registered first mortgages over group land).

Consolidated

2002

$

2001

$

Non Current 6,485,000 2,200,000

Current 500,000 200,000

6,985,000 2,400,000

Facility can be drawn from 1 to 365 days (2001: 1 to 365 days) in minimum parcels of $250,000 for 1-14
days and $100,000 for 15-365 days (2001: $250,000 1-14 days and $100,000 15-365 days).  At balance
date interest rates ranged from 6.57% - 7.00% (2001: 6.56% - 7.54%).  The total funding facility is
$10,583,000 (2001: $3,150,000).

Bank Overdraft

The bank overdraft is secured by a debenture over the group assets and undertaking including registered
first mortgage over group land.

NOTE 9
COMMITMENTS

(1) The group has the following non-cancellable operating lease commitments (parent: nil):

2002

$

2001

$

Within 1 year 51,132 106,918

1-2 Years 14,628 36,504

2-5 Years 14,628 ---

Over 5 Years --- ---

80,388 143,422

(2) The group and parent has capital commitments of $8,632,477 (2001: Nil) for the completion of the
new processing facilities at the East Tamaki site in Auckland.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 10
CONTINGENT LIABILITIES

Consolidated       Parent
2002

$

        Consolidated         Parent
2001

$

New Zealand Stock Exchange Board 75,000 75,000 75,000 75,000

                                      
The company has contractual commitments to purchase a certain tonnage of raw potatoes during the year.
The parent company has unlimited (interlocking) guarantees from Aurumcorp Holdings Limited, Autarky
Holdings Limited and Mr Chips Limited.

NOTE 11
SUBSIDIARY COMPANIES

Ownership

2002 2001

Balance

Date

Principal

Activity

Mr Chips Limited 100% 100% 31 March Manufacturer

Autarky Holdings Limited 100% 100% 31 March Non Trading

Aurumcorp Holdings Limited 100% 100% 31 March Property

Apex Foodlines (1984) Limited 100% 100% 31 March Non Trading

The results of these companies for the year ended 31 March 2002 have been included in the Consolidated
Financial Statements.

SHARES IN SUBSIDIARIES
Shares in subsidiaries are recorded at directors' valuation, which is less than Net Tangible Assets.
The directors believe that the fair value of shares approximate their carrying value.

NOTE 12
INTERCOMPANY ADVANCES

2002

$

2001

$

Aurumcorp Holdings Limited 2,304,965 2,358,521

2,304,965 2,358,521

No interest is charged.  Repayment is upon demand.

INTERCOMPANY LOANS

2002

$

2001

$

Mr Chips Limited 235,521 259,244

235,521 259,244

No interest is payable.  Repayment is upon demand.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 13
INVESTMENTS

2002

$

2001

$

Cost 5,000 5,000

Attributed share increase in Retained Earnings 36,261 36,261

Repaid (17,973) (8,349)

23,288 32,912

The directors believe that the fair value of investments approximate their carrying value.

NOTE 14
IMPUTATION CREDIT ACCOUNT

Mr Chips Holdings Limited

2002

$

2001

$

Opening Balance 12,233 CR 14,290 CR

Dividend from Mr Chips Limited 181,902 591,181

Dividend to Shareholders (181,403) (589,124)

Closing Balance 11,734 CR 12,233 CR

Imputation Credits are available to shareholders of the parent company as follows:

2002

$

2001

$

Through the parent company 11,734 12,233

Through the subsidiaries 420,138 203,350

431,872 CR 215,583 CR
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2002

NOTE 15
RECONCILIATION OF NET SURPLUS TO CASH FLOWS
FROM OPERATING ACTIVITIES

Consolidated       Parent
2002

$

Consolidated          Parent
2001

$

Net Surplus after Taxation 661,698 369,815 1,284,554 1,202,335

Add Non Cash Items
Depreciation 573,619 --- 633,598 ---
Loss/(Gain) on Foreign Currency Balance (1,676) --- --- ---
Loss/(Gain) on Sale of Fixed Assets (5,230) --- --- ---

566,713 --- 633,598 ---

Movements in other Working Capital Items

(Increase)/Decrease in Receivables (123,747) 52,706 (283,579) 48,041
(Increase)/Decrease in Dividend Receivable --- --- --- ---
(Increase)/Decrease in Prepayments (153,610) --- (23,984) ---
(Increase)/Decrease in Inventories (300,035) --- 199,070 ---
(Increase)/Decrease in Engineering Spares 22,568 --- (32,615) ---
Increase/(Decrease) in Intercompany Loans --- (23,723) --- (94,438)
Increase/(Decrease) in Payables 494,792 850 (161,320) 8,275
(Increase)/Decrease in Current Taxation (78,927) --- (155,495) ---
(Increase)/Decrease in GST (52,790) --- (84,036) ---

(191,750) 29,833 541,959 (38,122)

Cashflows from Operating Activities 1,036,662 399,648 1,376,193 1,164,213

NOTE 16
FINANCIAL INSTRUMENTS

Credit Risk
The financial instruments that subject the group to credit risk include trade debtors, receivables and forward
exchange contracts.  The financial instruments that subject the parent to credit risk include: dividends
receivable, intercompany advances and receivables.

Maximum exposures to credit risk as at balance date are:

Group

2002

$

2001

$

Trade Debtors 2,179,412 2,055,665

Forward Exchange Contracts 3,566,703 ---

(notional or principal contract amounts)

Parent

Intercompany Advances 2,304,965 2,358,521
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
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The maximum exposures are net of any recognised provision for losses on these financial instruments.  No
collateral is held on the above amounts.

Concentration of Credit Risk
The company and group is not exposed to any concentrations of credit risk.

Credit Facilities
The company and group has a term liability and bank overdraft facilities.  The details of these are disclosed
in Note 8.

Fair Values
The carrying amount is the fair value for all classes of financial instruments.  The fair value of forward rate
agreements at year end is ($128,806.27).

Interest Rate Risk
The term liability is a committed cash advance facility where the rate is fixed at the time of drawing the
loan down.  Mr Chips Holdings Limited manages its exposure to interest rate risk by taking out fixed loans
for a period not exceeding two years.

Interest Less than 6 - 12 1 - 2 2 - 5
   Rate 6 months months years years

Fixed Rate Loans          6.57% - 7.00%      Nil              $500,000           $6,485,000     Nil

NOTE 17
SEGMENTAL REPORTING

The principal activity of the group is french fry production and distribution for the wholesale market in
New Zealand.
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NOTE 18
TRANSACTIONS WITH RELATED PARTIES

Mr Chips Holdings Limited paid consultancy fees to Anglesea Consulting Ltd, a company in which G R
Edwards, a director, has an interest.  The fees were charged on normal terms and conditions and total
$36,000 (2001: $36,000).  There were no amounts outstanding at year-end relating to this transaction.

Mr Chips Holdings Limited paid potato procurement fees to Anglesea Consulting Ltd, a company in which
G R Edwards, a director, has an interest.  The fees were charged on normal terms and conditions and total
$24,000 (2001: $24,000).  There were no amounts outstanding at year-end relating to this transaction.

At balance date Carol Edwards Family Trust, in which G R Edwards, a director, has an interest had a short
term loan of $320,000 (2001: Nil) to Mr Chips Holdings Limited.  Interest was charged at 6.5% (2001: Nil)
on normal terms and conditions.

An underwriting agreement dated 14 March 2002 was entered into between the company and the
underwriters to the rights issue.  The underwriters were Sinclair Long Term Holdings Ltd, Joe Brown
Farms Holdings, Graeme Edwards Family Trust and Carol Edwards Family Trust.  Under this agreement
the underwriters received a fee of 1.5% of the aggregate issue proceeds for underwriting the issue of
5,635,745 new shares.

During the year Mr Chips Holdings Limited engaged the services of Forsyth Barr Frater Williams, a
company in which E S Edgar, a director, has an interest.  Forsyth Barr Frater Williams were engaged to
provide lead management and to act as organising brokers for the cash issue, for a fee of $20,000 plus an
organising brokerage of 0.5% on the free float.  The fee was outstanding at year end.

No related party debts have been written off or forgiven during the year.

NOTE 19
DIVIDEND

On 14th June 2002 the directors approved a fully imputed final dividend of 1.5 cents per share, which will
be paid on 5th July 2002, the ex date being the 1st July 2002.

NOTE 20
SUBSEQUENT EVENT

Subsequent to balance date, the company issued an additional 5,635,745 ordinary shares by way of a rights
issue.  Refer to Note 5 Equity.

NOTE 21
RECEIVABLES AND PREPAYMENTS

The receivables and prepayments figure includes $151,790 which relates to an outstanding insurance claim.
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CONSOLIDATED SIX YEAR COMPARISON

SUMMARY OF AUDITED FINANCIAL STATEMENTS
MR CHIPS HOLDINGS LTD AND SUBSIDIARY COMPANIES 1997 TO 2002

12 MONTHS TO 31 MARCH

2002

$000’s

2001

$000’s

2000

$000’s

1999

$000’s

1998

$000’s

1997

$000’s

Turnover 21,275 20,101 17,742 16,884 15,114 16,618

Net Surplus from Trading 986 1,914 1,527 787 622 1,333

After charging:

Audit Fees 16 16 16 16 16 18

Depreciation 574 633 638 639 695 749

Directors Fees 30 30 30 30 30 30

Interest - Term 207 144 137 205 259 308

 - Other 17 16 21 23 27 27

Unusual Item --- --- --- --- 132 ---

Net Surplus before Taxation 986 1,914 1,527 787 622 1,333

Provision for Taxation 324 630 513 259 213 413

Net Surplus after Taxation 662 1,284 1,014 528 409 920

Less: Dividends Paid or Provided 370 1,202 1,307 615 923 1,077

292 82 (293) (87) (514) (157)

Less: Accumulated Loss

Brought Forward (2,132) (2,214) (1,182) (1,095) (581) (424)

Bonus Issue --- --- (739) --- --- ---

(2,132) (2,214) (1,921) (1,095) (581) (424)

Less Accumulated Profits/(Losses)

Carried Forward (1,841) (2,132) (2,214) (1,182) (1,095) (581)

Total Assets 15,771 9,629 8,838 9,733 9,732 11,065

Total Tangible Assets 15,771 9,629 8,838 9,733 9,732 11,065

Total Liabilities 10,628 4,777 4,069 4,670 4,583 5,401

Total Capital and Reserves 5,143 4,851 4,769 5,062 5,150 5,664

Shareholders Equity 32.6% 50.4% 54.0% 52.0% 52.9% 51.2%

Net Tangible Asset Backing 27.8c 26.3c 25.8c 32.9c 33.5c 36.8c

Dividends - Cents per share Fully Imputed 2 6.5 8.5 4 6 7
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TOP TWENTY SHAREHOLDERS AS AT 16 MAY 2002

Sinclair Long Term Holdings Limited 12,360,387
Joe Brown Farms Limited   2,301,437
C A Edwards and G B Ramsey   1,205,479
G R Edwards and G B Ramsey   1,170,000
Forbar Custodians Ltd      653,280
C T Balle and B R Balle and D V Balle         447,306
M B Tibbs and F B Jorgenson      313,319
R C Booth      187,200
L G Moleta Limited      156,000
D J Nicklin and J L Nicklin      154,924
E W Forbes and K V Forbes      151,008
D J Walters and P A Walters      135,148
R V E Mailman           132,898
F M Burke      101,859
W H Rice and M J Rice        91,351
T I Good and J Good        84,533
A D Gray        81,579
Investment Custodial Services Limited        77,129
Zinfandel Holdings Ltd        76,440
J T Balle and J M Balle        73,860

Percentage of Total Shareholding 82.79%                19,955,137

DISTRIBUTION OF SHARES BY HOLDING SIZE AS AT 16 MAY 2002

Number %         Shares         %

1 - 999       51  11.6             26,865         0.1
1,000 - 4,999     143 32.4           384,847         1.6
5,000 - 9,999       91 20.6           632,031         2.6
10,000 - 49,999          125 28.3        2,458,139       10.2
50,000 - 99,999             17   3.9        1,129,437         4.7
100,000 and over            14                      3.2             19,470,245             80.8

    441             100.0      24,101,564     100.0

DOMICILE OF SHAREHOLDERS AS AT 16 MAY 2002

Number Shares %

Australia        2       5,320  0.02
New Zealand    439                 24,096,244             99.98

   441                24,101,564           100.00
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SUBSTANTIAL SHAREHOLDERS

The following information is given in accordance with Section 26 of the Securities Amendment Act 1988.

Names of Substantial Security Holders Number of Shares in which a Relevant
interest was held as at 16 May 2002

1.  Sinclair Long Term Holdings Limited 12,360,387
2.  Joe Brown Farms Limited   2,301,437
3.  C A Edwards and G B Ramsey      1,205,479

The total number of issued voting securities of the Company as at 16th May 2002 was 24,101,564 ordinary
shares.  Under the provisions of the Securities Amendment Act 1988, more than one person can have a
relevant interest in these same shares.

DIRECTORS’ SHAREHOLDINGS AS AT 31 MARCH 2002

Beneficially Owned   Held by      Non-Beneficially Held
   Associated Persons

    2002           2001       2002   2001           2002       2001

E S Edgar                    --               --           9,299,506      9,299,506              --           --
M J Higgs 48,000        48,000        --   --              --           --
G R Edwards      -- --              900,000        959,593         900,000         900,000
I J Halsted 12,000        12,000        --   -- --           --

DIRECTORS’ SHAREHOLDINGS AS AT 16 MAY 2002

Directors’ shareholding after rights issue is as follows:

Beneficially Owned   Held by      Non-Beneficially Held
   Associated Persons

    2002           2001       2002   2001           2002       2001

E S Edgar                    --               --          12,360,387     9,299,506              --           --
M J Higgs 62,400        48,000        --   --              --           --
G R Edwards      -- --            1,205,479       959,593      1,170,000         900,000
I J Halsted 20,100        12,000      10,316   -- --           --

DIRECTORS HOLDING OFFICE

Directors holding office during the year were: Consolidated Parent

E S Edgar E S Edgar
M J Higgs M J Higgs
G R Edwards G R Edwards
I J Halsted I J Halsted

Members of the Audit Committee during the year were M J Higgs and I J Halsted.
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DIRECTORS' REMUNERATION

During the year, the following amounts of remuneration were authorised:

Consolidated Parent
          $      $

E S Edgar        6,000     --
I J Halsted      12,000     --
M J Higgs      12,000     --
G R Edwards      60,000     --

DIRECTORS' INDEMNITY AND INSURANCE

The Company has insured all its Directors and the Directors of its subsidiaries against liabilities to other
parties (except the Company or a related party of the Company) that may arise from their positions as
Directors.  The insurance does not cover liabilities arising from criminal actions.

INTERESTS REGISTER

Directors' Interests

Mr Chips Holdings Limited paid consultancy and potato procurement fees to a company in which Mr G R
Edwards, a director, has an interest.  Mr Chips Holdings engaged the services of a company in which Mr E
S Edgar, a director, has an interest.  The details of these transactions are given in Note 18 to the financial
statements "Transactions with Related Parties".

EMPLOYEE REMUNERATION

During the year, the following numbers of employees received remuneration of at least $100,000.

$100,000 - $110,000 No of employees 1

DONATIONS

No donations were made by the company during the year.
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PROXY FORM

I/We....................................................................................................................................................................

of .......................................................................................................................................................................

being a member of the MR CHIPS HOLDINGS LIMITED, hereby appoint ...................................................

of  .......................................................................................................................................................................

as my/our proxy to vote for me/us on my/our behalf at the 17th Annual General Meeting of the Company to
be held on the 8th day of August 2002 and at any adjournment thereof.

I/We wish this proxy to be used in connection with the resolutions to be proposed at the annual general
meeting.  (Please indicate with a mark in the appropriate box how you wish your vote to be cast.)
Unless otherwise directed below, my/our proxy may vote as he or she thinks fit, or abstain from voting.

BUSINESS

Resolutions to: For Against

1 Receive reports and accounts

2 Re-elect Mr G Edwards as a Director

3 Authorise Directors to fix remuneration of Auditors

Signature of member/members

Date:

NOTES:

(i) A member of the Company who is entitled to attend and vote is entitled to appoint a proxy to
attend and vote instead of him/her.  A proxy need not be a member of the Company.

(ii) A proxy granted by a company must be given under seal, and/or signed by a duly authorised
officer of the company.

(iii) Proxies must be received at the registered office of the Company, no later than 3.30 pm on
Wednesday 7th August 2002.

(iv) The Directors of the Company offer themselves for appointment as proxy to members.






