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MR CHIPS HOLDINGS LIMITED

NOTICE OF MEETING

NOTICE IS HEREBY GIVEN that the 19th

Annual General Meeting of shareholders of
Mr Chips Holdings Ltd will be held at 4 pm
on 22nd July 2004 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
2004 and report of the auditors thereon.

Election of Officers

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

Auditors

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

OTHER BUSINESS

4 .  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 refreshments at the conclusion of the
meeting.

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 am pleased to present the nineteenth Annual Report of Mr Chips Holdings Ltd for
the year ended 31 March 2004.

REVIEW

The consolidated net profit after tax for the year is $2,034,919, which is slightly more than double last year’s
result and represents a very solid trading performance.  This was a watershed year for the company as it is the
first reporting period where the new plant has operated in a normal seasonal pattern and the forecasts, made in
the cash issue prospectus (essentially a doubling of 2001 EBIT), have been achieved.
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Resolution of our long running insurance dispute, in an out of court settlement, has contributed $230,480 after
tax to the result.  The claim comprised of reimbursement of expenses and lost profits in prior periods of which
$229,000 was accrued in total last year.  However, the quantum was eroded by the costs and time involved in
pursuing the claim.  Nevertheless, settlement has removed a significant distraction for management who had to
rebut a number of contentions put forward by our insurers who should be embarrassed by this result.

Sales grew 36.8% to $35,298,851, maintaining the momentum of recent years, with substantially increased
exports to Australia and supplying supermarket house brands for the first time, being the most noteworthy.  We
now have a diversified Australasian customer base with a materially reduced exposure to any one customer.
Our traditional food service business throughout New Zealand has continued to perform well.
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MR CHIPS HOLDINGS LIMITED

CHAIRMAN’S REPORT

Sales Revenue
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The cumulative growth in sales and exports since the commissioning of the new plant, has given rise to some
logistical challenges.  In particular, managing the frozen finished goods inventory around the seasonal peak
placed pressure on storage facilities and cashflow.

This has been addressed by storing product in a number of locations on both sides of the Tasman and
restructuring our banking facilities.  It is likely that we will extend our East Tamaki coldstore in the near future.
While initially sales growth lagged production, inventory levels by year’s end were at minimal levels given the
inherent seasonality of the business.

All substantive issues with the plant have been resolved and the factory is now operating at or above its rated
capacity. A final payment of $227,143 was made to the principal plant vendor shortly after balance date.  The
consequent operating efficiencies together with the sales growth have resulted in a significant increase in
EBITDA. While the depreciation and interest charges associated with purchasing and financing the new
facilities have materially increased fixed costs, the bottom line is now satisfactory.  Trading in the last six
months was particularly pleasing.

EBITDA
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MR CHIPS HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2004

     

Notes
2004

$
2003

$
EQUITY 5 12,489,837 11,184,331

Represented By:

Current Assets
Bank 8 240,328 ---
Trade Debtors 4,146,978 2,317,928
Receivables and Prepayments 164,080 342,712
Inventories 7 3,819,778 3,027,571
Current Taxation --- 13,431

8,371,164 5,701,642
Non Current Assets
Fixed Assets 6 19,997,025 20,879,205
Investments 13 5,942 13,345

20,002,967 20,892,550

TOTAL ASSETS 28,374,131 26,594,192

Current Liabilities
Bank Overdraft (Secured) 8 --- 397,155
Term Liabilities 8 --- 460,000
Trade Creditors 3,213,294 2,634,951
Current Taxation 487,764 ---
Accruals 703,087 1,631,563
Employee Entitlements 192,222 171,230

4,596,367 5,294,899
Non Current Liabilities
Term Liabilities (Secured) 8 10,785,000 9,770,000
Deferred Taxation 4 502,927 344,962

11,287,927 10,114,962

TOTAL LIABILITIES 15,884,294 15,409,861

NET ASSETS 12,489,837 11,184,331

The Board of Directors of Mr Chips Holdings Limited authorised these financial statements for issue on the
28th May 2004.

GRAEME R EDWARDS EION S EDGAR
Chairman of Directors Director

28 May 2004 28 May 2004

The accompanying notes on pages 14 to 26 form part of these Financial Statements.
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MR CHIPS HOLDINGS LIMITED

PARENT COMPANY STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2004

Notes
2004

$

2003

$

EQUITY 5 9,032,623 9,032,623

Represented By:

Current Assets

Debtors 25,323 16,100

Intercompany Advances 12 7,909,709 7,868,662

7,935,032 7,884,762

Non Current Assets

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

TOTAL ASSETS 9,213,032 9,162,762

Current Liabilities

Bank 8 131,401 90,353

Payable to Directors 18,000 18,000

Accruals 31,008 21,786

180,409 130,139

NET ASSETS 9,032,623 9,032,623

The Board of Directors of Mr Chips Holdings Limited authorised these financial statements for issue on the
28th May 2004.

GRAEME R EDWARDS EION S EDGAR
Chairman of Directors Director

28 May 2004 28 May 2004

The accompanying notes on pages 14 to 26 form part of these Financial Statements.
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MR CHIPS HOLDINGS LIMITED

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 31 MARCH 2004

Notes

Consolidated               Parent

2004

$

Consolidated          Parent

2003

$

Cashflows from Operating Activities

Cash was provided from:

Receipts from Customers 33,673,029 45,942 25,683,748 2,089

Intercompany Dividends Received --- 729,413 --- 642,010

Interest Received 186 --- 10,824 ---

GST (150,255) --- 74,562 ---

Cash was applied to

Payments to Suppliers and Employees (31,261,858) (2,031) (24,343,521) 13,596

Interest Paid (862,737) (43,912) (510,961) (15,685)

Taxes Paid (348,722) --- (251,819) ---

Net Cash Inflow (Outflow) from

Operating Activities 15 1,049,643 729,412 662,833 642,010

Cashflows from Investing Activities

Cash was provided from:

Sales of Fixed Assets 13,793 --- 75,111 ---

Sale of Investments 7,403 --- 9,943 ---

Cash was applied to

Purchases of Fixed Assets (258,943) --- (8,543,046) ---

Capitalised Interest Paid --- --- (167,381) ---

Net Cash Inflow (Outflow) from

Investing Activities (237,747) --- (8,625,373) ---

Cashflows from Financing Activities

Cash was provided from:

Issue of Shares --- --- 5,675,254 5,675,254

Debt 555,000 --- 2,925,000 ---

Cash was applied to:

Intercompany Loan --- (41,047) --- (5,799,218)

Dividend Paid (729,413) (729,413) (642,010) (642,010)

Net Cash Inflow (Outflow) from

Financing Activities (174,413) (770,460) 7,958,244 (765,974)

Net Increase/(Decrease) in Cash 637,483 (41,048) (4,297) (123,964)

Opening Bank Balance/(Overdraft) (397,155) (90,353) (392,858) 33,611

Closing Bank Balance/(Overdraft) 240,328 (131,401) (397,155) (90,353)

The accompanying notes on pages 14 to 26 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 2004

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 - 15 years

The costs of purchases property, plant and equipment is the value of consideration given
to acquire the assets and the value of other directly attributable costs which have been
incurred in bringing the assets to the location and condition necessary for their intended
service.



Page 15

MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

The cost of self-constructed assets includes the cost of all material used in construction,
direct labour on the project, costs of obtaining Resource Management Act consents,
financing costs that are directly attributable to the project and an appropriate proportion
of variable and fixed overheads.  Costs cease to be capitalised as soon as the asset is
ready for productive use and do not include any inefficiency costs.

(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.

(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.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

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.

(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 no changes in accounting policies this year.  All policies have been applied on
bases consistent with those used in the prior year.

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 2004

NOTE 2
SURPLUS BEFORE TAXATION

Consolidated          Parent

2004

$

Consolidated          Parent

2003

$

Surplus is after charging (crediting):

Auditors Remuneration

- Audit Fees 20,000 20,000 17,875 17,875

- Other Services: Taxation 4,400 --- 4,505 ---
- Other Services: Assistance with
   preparation of insurance claim 94,502 --- 18,110 ---

Depreciation

- Buildings 69,011 --- 52,980 ---

- Plant & Equipment 1,267,102 --- 1,008,707 ---

- Engineering Spares 10,162 --- 11,291 ---

1,346,275 1,072,978

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

(Profit)/Loss on Sale of Fixed Assets (11,929) --- (6,926) ---

Interest – Term 862,737 43,912 510,961 15,685

 - Other --- --- --- ---

Rental Payments 178,750 --- 144,798 ---

Bad Debts 2,699 --- 39,009 ---

Foreign Exchange (Gain)/Loss 9,402 --- 1,936 ---

Donations 401 --- 336 ---

Net Insurance Proceeds (230,480) --- --- ---
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 3
TAXATION

Consolidated        Parent

2004

$

Consolidated       Parent

2003

$

Operating Surplus before Taxation 3,043,345 729,413 1,530,217 642,010

Prima Facie Taxation @ 33% 1,004,304 240,706 504,972 211,863

Plus/(Less) Taxation effect of:

Permanent Differences – other 4,121 --- 4,265 ---

Permanent Differences – Imputation credits (240,706) --- (211,863)

Prior Year (over)/under provision --- --- 13,322 ---

Taxation Expense 1,008,425 --- 522,559 ---

Tax Expense Comprises:-

Current Taxation 850,460 --- 317,898 ---

Deferred Taxation 157,965 --- 204,661 ---

1,008,425 --- 522,559 ---

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

NOTE 4
DEFERRED TAXATION

Consolidated Parent

2004

$

Consolidated Parent

2003

$

Opening Balance As At 1 April 2003 344,962 --- 140,301 ---

Provided in the Current Year 157,965 --- 204,661 ---

Closing Balance As At 31 March 2004 502,927 --- 344,962 ---
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MR CHIPS HOLDINGS LIMITED  

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 5
EQUITY

The company has 24,283,564 ordinary shares fully paid (2003: 24,283,564).  All ordinary shares have
equal voting rights and share equally in dividends and surplus on winding up.

Equity Comprises:

Consolidated               Parent

2004

$

Consolidated          Parent

2003

$

Share Capital 12,547,496 12,547,496 12,547,496 12,547,496

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

Accumulated Losses (169,912) (3,602,126) (1,475,418) (3,602,126)

12,489,837 9,032,623 11,184,331 9,032,623

Share Options

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.  Mr G R Edwards’ options
were exercised on 8th November 2002.  No other options have been exercised at year end 31 March 2004.

Share Issue

On 30th April 2002, the company issued an additional 5,260,043 ordinary shares at $1.00 per share by way
of a rights issue to existing shareholders.  The shortfall of 375,702 ordinary shares was taken up by the
underwriters on 15th May 2002 (refer to Note 18, Transactions with Related Parties).  Costs of $0.02 per
share were incurred in completing the issue.  These costs were taken as a reduction of the amounts
recognised as being generated by the issue.  Hence, $0.98 per share has been recognised as a contribution
from shareholders.

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.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 6
FIXED ASSETS

Consolidated

2004

$

2003

$

Land – at cost 873,647 873,647

Buildings – at cost 6,515,781 6,621,435

Less Accumulated Depreciation 489,611 420,603

Book Value 6,026,170 6,200,832

Plant & Equipment – at cost 22,836,360 22,192,481

Less Accumulated Depreciation 9,882,763 8,705,544

Book Value 12,953,597 13,486,937

Engineering Spares – at cost 125,457 125,457

Less Accumulated Depreciation 33,998 23,836

Book Value 91,459 101,621

Work in Progress – at cost 52,152 216,168

19,997,025 20,879,205

The parent company has no fixed assets.
The directors believe that the fair value of land and buildings exceed their carrying value.
Work in progress relates to new 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 2004 amount to nil (2003: $167,381) in respect of
plant and equipment.



Page 21

MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 7
INVENTORIES

Consolidated

Comprised of:

2004

$

2003

$

Raw Materials 562,580 326,199

Finished Goods 3,101,776 2,544,870

Consumable Spares 155,422 156,502

3,819,778 3,027,571

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

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

2004

$

2003

$

Non Current 10,785,000 9,770,000

Current --- 460,000

10,785,000 10,230,000

Facility can be drawn from 1 to 365 days (2003: 1 to 365 days) in minimum parcels of $250,000 for 1-14
days and $100,000 for 15-365 days (2003: $250,000 1-14 days and $100,000 15-365 days).  At balance
date interest rates ranged from 6.50% - 7.03% (2003: 6.96% - 7.35%).  The total funding facility is
$10,583,000 (2003: $10,583,000), noting that cash on hand at year end was $240,328 and new funding
facilities were confirmed subsequently.

Bank Overdraft

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

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 9
COMMITMENTS

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

2004

$

2003

$

Within 1 year 178,750 169,263

1-2 Years 177,933 168,229

2-5 Years 241,293 345,247

Over 5 Years --- ---

597,976 682,738

(2) The group and parent had no material capital commitments at 31 March 2004 (2003: nil).

(3) The company has contractual commitments to purchase a certain tonnage of raw potatoes during
the year.

(4) The company has contractual commitments to supply Restaurant Brands with a certain tonnage of
finished product during the year.

NOTE 10
CONTINGENT LIABILITIES

Consolidated       Parent
2004

$

        Consolidated         Parent
2003

$

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

The parent company has unlimited (interlocking) guarantees from Aurumcorp Holdings Limited, Autarky
Holdings Limited and Mr Chips Limited.
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 11
SUBSIDIARY COMPANIES

Ownership

2004 2003

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 2004 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

2004

$

2003

$

Aurumcorp Holdings Limited 5,558,724 5,875,162

Mr Chips Limited 2,350,985 1,993,500

7,909,709 7,868,662

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

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

NOTE 13
INVESTMENTS

2004

$

2003

$

Cost 5,000 5,000

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

Repaid (35,319) (27,916)

5,942 13,345

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

NOTE 14
IMPUTATION CREDIT ACCOUNT

Mr Chips Holdings Limited

2004

$

2003

$

Opening Balance 10,966 CR 11,734 CR

Dividend from Mr Chips Limited 358,817 315,835

Dividend to Shareholders (357,912) (315,067)

Closing Balance 10,061 CR 10,966 CR

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

2004

$

2003

$

Through the parent company 10,061 10,966

Through the subsidiaries 346,618 358,792

356,679 CR 369,758 CR
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MR CHIPS HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 MARCH 2004

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

Consolidated       Parent
2004

$

Consolidated          Parent
2003

$

Net Surplus after Taxation 2,034,919 729,413 1,007,658 642,010

Add Non Cash Items
Depreciation 1,346,275 --- 1,072,978 ---
Loss/(Gain) on Foreign Currency Balance 9,403 --- 1,936 ---
Loss/(Gain) on Sale of Fixed Assets (11,929) --- (6,926) ---

1,343,749 --- 1,067,988 ---

Movements in other Working Capital Items

(Increase)/Decrease in Receivables (1,828,321) (9,223) (138,516) 500
(Increase)/Decrease in Prepayments 178,633 --- (113,999) ---
(Increase)/Decrease in Inventories (792,208) --- (1,642,891) ---
(Increase)/Decrease in Engineering Spares 10,162 --- 11,290 ---
(Increase)/Decrease in Interest Receivable (186) --- (10,824) ---
Increase/(Decrease) in Payables (634,673) 9,223 310,165 (500)
(Increase)/Decrease in Current Taxation 659,160 --- 262,538 ---
(Increase)/Decrease in GST 78,408 --- (90,577) ---

(2,329,025) --- (1,412,814) ---

Cashflows from Operating Activities 1,049,643 729,413 662,832 642,010

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

2004

$

2003

$

Trade Debtors 4,146,978 2,317,928

Forward Exchange Contracts --- 502,299

(notional or principal contract amounts)

Parent

Intercompany Advances 7,909,709 7,868,662
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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 nil (2003: $9,915).

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
Fixed Rate Loans    Rate 6 months months years years
2004          6.50% - 7.03%   $3,665,000 $900,000         $6,220,000               Nil
2003          6.96% - 7.35%      $460,000     Nil           $1,900,000           $7,870,000

NOTE 17
SEGMENTAL REPORTING

The principal activity of the group is french fry production and distribution for the wholesale market in
New Zealand and Australia.

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 (2003: $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 (2003: $24,000).  There were no amounts outstanding at year-end relating to this transaction.

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

NOTE 19
DIVIDEND

On 30th April 2004 the directors approved a fully imputed final dividend of 3.5 cents per share, which will
be paid on 30th July 2004, the ex date being the 26th July 2004.
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CONSOLIDATED SIX YEAR COMPARISON

SUMMARY OF AUDITED FINANCIAL STATEMENTS
MR CHIPS HOLDINGS LTD AND SUBSIDIARY COMPANIES 1999 TO 2004

12 MONTHS TO 31 MARCH

2004

$000’s

2003

$000’s

2002

$000’s

2001

$000’s

2000

$000’s

1999

$000’s

Turnover 35,298 25,807 21,275 20,101 17,742 16,884

Net Surplus from Trading 3,043 1,530 986 1,914 1,527 787

After charging:

Audit Fees 20 17 16 16 16 16

Depreciation 1,346 1,073 574 633 638 639

Directors Fees 30 30 30 30 30 30

Interest - Term 862 511 207 144 137 205

 - Other --- --- 17 16 21 23

Net Surplus before Taxation 3,043 1,530 986 1,914 1,527 787

Provision for Taxation 1,008 521 324 630 513 259

Net Surplus after Taxation 2,035 1,007 662 1,284 1,014 528

Less: Dividends Paid or Provided 729 642 370 1,202 1,307 615

1,306 365 292 82 (293) (87)

Less: Accumulated Loss

Brought Forward (1,476) (1,841) (2,132) (2,214) (1,182) (1,095)

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

(1,476) (1,841) (2,132) (2,214) (1,921) (1,095)

Less Accumulated Profits/(Losses)

Carried Forward (170) (1,476) (1,841) (2,132) (2,214) (1,182)

Total Assets 28,374 26,594 15,771 9,629 8,838 9,733

Total Tangible Assets 28,374 26,594 15,771 9,629 8,838 9,733

Total Liabilities 15,884 15,409 10,628 4,777 4,069 4,670

Total Capital and Reserves 12,489 11,184 5,143 4,851 4,769 5,062

Shareholders Equity 44.0% 42.0% 32.6% 50.4% 54.0% 52.0%

Net Tangible Asset Backing 51.4c 46.1c 27.8c 26.3c 25.8c 32.9c

Dividends - Cents per share Fully Imputed 5 3 2 6.5 8.5 4
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TOP TWENTY SHAREHOLDERS AS AT 4 MAY 2004

Sinclair Long Term Holdings Limited 12,837,023
Joe Brown Farms Limited   2,301,437
C A Edwards and G B Ramsey   1,200,779
G R Edwards and G B Ramsey   1,170,000
C T Balle and B R Balle and D V Balle         353,406
M B Tibbs and F B Jorgenson      313,319
Forbar Custodians Limited      242,846
D J Walters and P A Walters      189,637
R C Booth      187,200
R G Edwards and G R Edwards      181,831
L G Moleta Limited      156,000
D J Nicklin and J L Nicklin      154,924
R V E Mailman           132,898
E W Forbes and K V Forbes      112,016
T I Good and J Good      107,749
Anglesea Consulting Limited      104,000
F M Burke      101,859
W H Rice and M J Rice        91,351
Investment Custodial Services Limited        90,129
A D Gray        81,579

Percentage of Total Shareholding 82.8%                20,109,983

DISTRIBUTION OF SHARES BY HOLDING SIZE AS AT 4 MAY 2004

Number %         Shares         %

1 - 999       47  10.8             25,000         0.1
1,000 - 4,999     154 35.2           395,659         1.6
5,000 - 9,999       81 18.5           547,898         2.3
10,000 - 49,999          122 27.9        2,390,503         9.9
50,000 - 99,999             16   3.7        1,077,580         4.4
100,000 and over            17                      3.9             19,846,924             81.7

    437             100.0      24,283,564     100.0

DOMICILE OF SHAREHOLDERS AS AT 4 MAY 2004

Number Shares %

Australia        2       6,316  0.02
Fiji        1       1,848  0.01
New Zealand    434                 24,275,400             99.97

   437                24,283,564           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 4 May 2004

1.  Sinclair Long Term Holdings Limited 12,837,023
2.  Joe Brown Farms Limited   2,301,437

The total number of issued voting securities of the Company as at 4th May 2004 was 24,283,564 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 2004

Beneficially Owned Held by       Non-Beneficially Held
   Associated Persons

    2004           2003       2004   2003           2004       2003

E S Edgar                    --               --          12,837,023      12,360,387              --           --
M J Higgs 62,400        62,400        --   --              --           --
G R Edwards                    -- --            1,489,871        1,304,779      1,170,000      1,170,000
I J Halsted 20,100        20,100      10,316 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.  Mr M J Higgs retired as
Director on 31 March 2004.

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      65,040     --
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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.  The details of these transactions are given in Note 18 to the financial
statements "Transactions with Related Parties".

Officers’ Interests
Shareholding Share Options

J A Davison 59,000 120,000
J E Connolly 21,000 60,000
R L Elliott-Barron --- 60,000
D C Lough 23,000 ---
J M Helg 24,500 ---

EMPLOYEE REMUNERATION

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

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

DONATIONS

Donations of $401 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 19th Annual General Meeting of the Company to
be held on the 22nd day of July 2004 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 I Halsted 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 21st July 2004.

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