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Highlights

Profit attributable to shareholders of HK$48 million.
> Turnover of HK$785 million.

> Improvement in performance compared with preceding six months

\

v

Retail operations boosted by acquisition of Fotomax in August 2001

v

Steady growth in digital products and services

\

Strategic marketing and brand building to capitalize on opportunities in China

Management discussion and analysis

Overall, the Group demonstrated a significant improvement over the previous six months,
but has some way to go towards achieving the level of performance achieved in the
corresponding period last year. The Group’s consolidated turnover for the six months
ended 30 September 2001 was HK$785 million, representing an increase of 8.8%
compared to the previous six months but still behind the same period last year by 0.97%.
Profit attributable to shareholders was HK$48 million, an improvement of 115.9% to that
of the previous six months. However, there was still a drop of 41.7% when compared with
the corresponding six months last year.

Imaging systems turnover

Imaging systems products include photographic film, motion picture film, cameras,
electronic imaging equipment and media, and magnetic audiovisual media products. Sales
of film improved on the preceding six-month period ended 31 March 2001 by 9.3%.
However, when compared with the six-month period ended 30 September 2000, sales were
down by 12.2%. The trendy instant photo cameras reached their sales climax last year,
and sales have gradually showed signs of leveling off in the period under review. Sales of
cameras including instant and compact cameras were down by 38.1% compared to the
corresponding period last year. The digital camera market is still expanding and sales were
stronger for a variety of new products with applications featuring Super CCD. A growth of
8.5% was recorded in sales of electronic imaging equipment and media products. Imaging
systems accounted for 55.6% of the total turnover, a decrease of 10.9% as compared to
turnover for the six-month period ended 30 September 2000, but an increase of 5.5% as
compared to the preceding six months ended 31 March 2001.

Photofinishing systems turnover

This category comprises paper, chemicals and photofinishing equipment. Sales from this
category showed an improvement of 4.7% to HK$209 million compared to the
corresponding period last year. The Digital Minilab Frontier has been very well received by
customers and has recorded outstanding sales performance since its debut in the Hong
Kong market in October 1999. More than 180 units of the Frontier minilabs have been
installed in the China, Hong Kong and Macau market, and sales grew by 67.4% as
compared to the corresponding period last year. Frontier minilabs are able to create prints
of unprecedented high quality from film as well as from digital image data and are able to
bridge the conventional and digital imaging needs in the market. The Group undertook
full-scale introduction of the Digital Minilab Frontier in the Hong Kong and China market
in the period under review. Sales of photographic paper also benefited from the success of
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the Digital Minilab Frontier and the increasing demand for special paper for Frontier has
compensated for the short fall due to the competitive pricing for the paper for the
traditional minilabs.

Information system turnover

This segment includes medical imaging and office automation systems and equipment,
and data storage media. Sales in this category dropped by 1.98% to HK$101 million as
compared to the corresponding period last year. This category accounted for 12.9% of
the total turnover.

Retail operations

In August 2001, the Group acquired all the issued share capital of Fotomax Holdings
Limited and extended its established distribution network from the wholesale to the retail
level. Fotomax is the leading provider of film processing, photofinishing, and sales of
films and merchandise, and operates the largest chain of outlets owned by a single
operator in Hong Kong. Fotomax brings to the group an established network of premium-
priced, professional and high quality photofinishing outlets. It has elevated the group to
the leadership position in the photofinishing market in Hong Kong with an estimated
market share of more than 50%. During the period under review, the financial performance
of Fotomax for August and September has been consolidated into the Group results. The
turnover from Fotomax, together with the other retail operations in the China market,
accounted for 4.9% of the total turnover.

Prior to the acquisition, Fotomax has begun to adopt the Digital Minilab Frontier into
its full-line of operations. This was a result of a very favourable response from customers
to the new products, and increasing demand for photofinishing services, as evidenced by
the number of prints as well as reprint orders for old photographs.

Profit attributable to shareholders

Gross profit improved by 79.3% as compared to the immediately preceding six-month
period, but fell by 15.2% compared to the same period last year. The gross profit margin
reached its lowest point at 11.16% during the six-month period ended March 31, 2001,
and has been improving gradually since then to 18.39% in the period under review.
During the period, prices have stabilized and a favourable cost adjustment was agreed
with Fujifilm in response to the adverse market conditions.

Sales and distribution expenses increased by 23.9% from HK$16 million in 2000 to
HK$20 million in 2001. Administration expenses grew by 18.3% from HK$33 million in
2000 to HK$39 million in 2001. The increase was mainly due to the consolidation of the
Fotomax operations into the Group since August.

Advertising and marketing expenses increased by 6.5% from HK$61 million in 2000 to
HK$65 million in 2001. During the period, the advertising and marketing subsidy program
from Fujifilm was still in force. Much of the marketing expense has been invested in sales
promotion for the Frontier minilab and building the Fuji brand in China and Hong Kong.
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Marketing

The Group has seized the opportunity to build awareness and demand for Fujifilm and
Fujifilm Digital Imaging in Hong Kong and China. In major Chinese cities, the Group
undertook high profile brand advertising and promotional campaigns during peak seasons.
These featured popular celebrities from Hong Kong and Japan including Aaron Kwok,
Miriam Yeung and Norika Fujiwara.

The Group has also used major sports event sponsorships to promote the Fuji brand in
China, significantly with the 9th National Games in Guangzhou and the National Soccer
League A in all cities throughout China. A strategic marketing campaign has focused on
strengthening the Fuji brand in popular tourist spots, as tourism in China continues to
develop.

In addition, wholesale operations were supported by an aggressive approach to trade
gatherings and events to enhance relationships with distributors.

Financial resources

The Group generally finances its operations with internally generated cashflow and trade
facilities provided by its principal bankers in Hong Kong. The Group’s cash and bank
balances as at 30 September 2001 were approximately HK$ 290 million. The cash balances
have been diminished after the repayment of the bank loan of HK$30 million extended to
Fotomax and the increasing investment in developing the retail network in the China
market. The prolonged turnover days in the trade receivables also deteriorated the cash
balances. However, trade receivables were within the normal trade terms extended to
customers and collection is not a concern.

Outlook

Looking ahead, the prospects for growth in China remain positive despite a global
economic downturn. The Group will continue to build the Fuji brand and reinforce
relationships with distributors in China. The acquisition of Fotomax is a significant
milestone in the development of China-Hongkong Photo”s retail business, and the Group
looks forward to expanding its retail operations in mainland China. The first Fotomax shop
in Shanghai opened on 10 December 2001. Digital products and services are expected to
continue to offer opportunities for growth, both in Hong Kong and in mainland China.

Dividends

The directors recommend the payment of an interim dividend of HK2.5 cents per ordinary
share in respect of the period ending 31 March 2002 to shareholders on the register of
members on 17 January 2002 (Thursday). The dividend will be payable on or before 15
February 2002 (Thursday). This recommendation has been incorporated in the financial
statements.
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Closure of share register

The register of members will be closed from 15 January 2002 (Tuesday) to 17 January
2002 (Thursday), both days inclusive, during which period no transfer of shares will be
registered. In order to qualify for the proposed interim dividend, all transfers accompanied
by the relevant share certificates must be lodged with Tengis Limited, the Hong Kong
Branch Registrars of the Company, at 4/F Hutchison House, 10 Harcourt Road, Central,
Hong Kong not later than 4:00 pm on 14 January 2002 (Monday).

Directors’ interests in shares

As at 30 September 2001, the interests of the directors in the issued share capital of the
Company, as recorded in the register maintained by the Company pursuant to Section 29
of the Securities (Disclosure of Interests) Ordinance (“SDI Ordinance”), were as follows:

Director Nature of interest Number of shares
<) ERtE ROEE
BAfmEL [EPN Dennis Sun Tai Lun Personal 1,000,000

DNEREM (MEIRIT) Corporate and other (Notes i & 7)) 711,276,214
SR Z 18 A Flora Ma Fung Wah Personal 200,000
BE® 8 A Frank Wong Kwok Wing Personal 300,000
B E R 18 A Simon Tank Kowk Tong Personal 400,000
Bfat - Note:

(1) BAwmELERHEE 11,242,000 R IR 17 2
B o ZZ IR # Dago Corporation B #
& ° Dago Corporation i % & |& % & B &7 fif
B+ % Ansbacher (BVI) Limited ({E % £
RBEAMELETIKUHERNEMRLZ
The Dennis Family Trust 2 Z 5 A 5 17) FF
# & ° Dago Corporation 75 # 7% Searich
Group Limited 2 # 17 IR & B 5 25% -

(i) B& B REKXMwEL 2 Fine Products
Limited % Searich Group Limited #) i — &
E O OHMBEAGELHIEBHESE Fine
Products Limited #F & #Y 700,034,214 JR &
17 Z ## ° Fine Products Limited & Searich
Group Limited WIREEKNF R ETER R
_ﬁ o

BRUERMKEEN  ARBDESHEBEA

UEEARBRANFEE QXFRRHTRE 2B
A RE - RRAIRHEMES
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(i) Dr. Dennis Sun Tai Lun was interested in a total of 11,242,000 shares directly held by
Dago Corporation, which was incorporated in the British Virgin Islands and was owned
by Ansbacher (BVI) Limited in its capacity as the trustee of The Dennis Family Trust, a
trust established for the benefit of Mr. Dennis Sun Tai Lun and his family members.
Dago Corporation also held 25% of the issued share capital of Searich Group Limited.

(i) In addition, Dr Dennis Sun Tai Lun was deemed to be interested in 700,034,214 shares
held by Fine Products Limited by virtue of his being the sole director of Fine Products
Limited and Searich Group Limited. Details of the interest of Fine Products Limited and
Searich Group Limited can be found in the section of substantial shareholders.

Save as disclosed above, none of the directors or their associates had any personal,
family, corporate or other interest in the share capital of the Company, as defined in the
SDI Ordinance.
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Directors’ rights to acquire shares

The Company has a share option scheme under which the directors may grant options to
employees of the Group, including directors, to subscribe up to 10% of the nominal
amount of the issued share capital of the Company. Details of options granted to the
directors under this scheme and outstanding as at the date of this report are as follows:

Number of shares options outstanding
BRERE

At beginning

of period  Exercised during  Outstanding at

on 1 April the period 30 September
4A18 98301
2001 2001

REBRESTE
i3 Director iR TESZERE ZHEIRIE ZHEEER
BAfmEL Dennis Sun Tai Lun 1,000,000 - 1,000,000
EREZL Flora Ma Fung Wah 800,000 - 800,000
EEREE Frank Wong Kwok Wing 700,000 - 700,000
BERLE Simon Tang Kwok Tong 400,000 - 400,000
2,900,000 - 2,900,000

FHFAERBREDRERAAT 2BRESS
m#Ed > XK 2000F 6 B 21 B Z 20045 6 A
S0BBRERMAR) MBI TIE  TRESR
B 0.7568 % 7T °

BRUEREEEN AR REAETKNE
NARPALESEEMZHFARKTRTES
FEER AT ABUATZ2RLEARBEAQF
FEMEMEAZROIESMES -

TERR

M 20014 98 308 » REDHKMHE+
(CIFRREREZETMAE - THALESR
AABRRAE 10% :

All of the above share options were granted pursuant to the Company’s share option
scheme, and are exercisable within the period from 21 June 2000 to 30 June 2004, both
days inclusive, at an exercise price of HK$0.7568 per share.

Save as disclosed above, at no time during the period was the Company or any of its
subsidiaries a party to any arrangement to enable the directors of the Company, their
respective spouse, or children under 18 years of age, to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate.

Substantial shareholders

As at 30 September 2001, the following interests of 10% or more in the share capital of
the Company were recorded in the register kept by the Company under Section 16(1) of
the SDI Ordinance:

Name Number of shares Percentage

#E BOHUE BAE
Fine Products Limited Fine Products Limited 700,034,214 (notes i & ii) 60.1
Searich Group Limited Searich Group Limited 600,034,214 (note ii) 51.6
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Notes:

(1) 100,000,000 shares representing 8.59% of the Company’s shares in issue, were directly
owned by Fine Products Limited. The remaining 600,034,214 shares were owned by
Searich Group Limited, in which Fine Products Limited held 75% of its issued share
capital. Fine Products Limited was incorporated in the British Virgin Islands and was
owned by Ansbacher (BVI) Limited in its capacity as the trustee of a discretionary trust.

(ii) The interest of Searich Group Limited in the Company was included as part of the
interest held by Fine Products Limited, by virtue of the fact that Fine Products Limited
had a controlling interest in the share capital of Searich Group Limited.

Save as disclosed above, the directors were not aware of any person who was, directly or
indirectly, interested in 10% or more of the issued share capital of the Company that was
required to be recorded under Section 16(1) of the SDI Ordinance.

Purchases, sales and redemptions of listed securities
Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities during the period.

Code of best practice

None of the Directors is aware of information that would reasonably indicate that the
Company is not, or was not for any part of the accounting period for the six months
ended 30 September 2001 in compliance with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited, except that the independent non-executive directors were not
appointed for specific terms.

In compliance with the additional requirement of the Stock Exchange of Hong Kong
Limited in its Code of Best Practice on 22 June 1999, the Company established an Audit
Committee with written terms of reference comprising two non-executive directors. Three
audit committee meetings were held prior to the date of this report.

On behalf of the Board

Dennis Sun Tai Lun
Chairman and Managing Director

Hong Kong
11 December 2001
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