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Turnover 
The Group’s consolidated turnover for the year ended 31 March 2002 consisted of turnover

from wholesale and retail operations and was HK$1,531 million, flat as compared with

2001. For the first half year, the business showed signs of recovery over the preceding six

months, but the growth momentum could not carry forward into the second half year.

Rapid changes in the market conditions created a very difficult second half. Severe market

competition was further intensified by unanticipated pricing problems caused by parallel

imports, as a result of the weak Japanese Yen and Euro currency in the second half.

Wholesale turnover reduced by 4.6% from HK$1,512 million in 2001 to HK$1,443 million

in 2002. However, turnover in the retail arm made good the shortfall in wholesale

turnover and contributed HK$127 million as compared to HK$ 2.8 million. 

On 1 August 2001, the group acquired 100% of the issued share capital of 

Fotomax Holdings Limited. As a result, Fotomax became a wholly-owned subsidy of 

the group and for consolidation purposes, sales to Fotomax subsequent to 1 August 2001

in the amount of HK$38 million were eliminated, thus resulting in an overall turnover 

of HK$1,531 million.

Imaging systems
Imaging system products consist of photographic film, motion picture film, camera,

electronic imaging equipment and media, and magnetic audiovisual media products. Film

sales declined by 6.5%, reflecting both volume and price declines. Volume declines were

impacted by a volatile competitive market and erosion of the Fuji market by parallel

imports. The weak Japanese yen and Euro currency attracted an influx of parallel imports

to our distribution territories and significantly distorted our sales pattern and established

pricing structure in the period under review. Although the parallel import situation has

now been rectified through our own efforts and the improvements in the currency rate,

the reduction of the gross profit margin of major products has affected the group’s 

overall profitability. 

Demand for digital cameras continued to grow and the group captured an increase of

11.09%. Fuji digital cameras have successfully established remarkable market recognition

in both Hong Kong and China, and provided an increasing and significant revenue source

beyond the traditional photographic products. 

Overall, imaging system products, which accounted for 56.4% of the total turnover,

showed a decrease in turnover of 4.6%.

Photofinishing systems
Photofinishing system products comprise paper, chemicals and photofinishing equipment.

The digital minilab Frontier saw encouraging sales growth in the Hong Kong market and

strong market share in the premium market in mainland China. The Fuji digital imaging
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shops equipped with Frontier have been positioned as quality service providers, enabling

customers to print not only high-quality conventional films, but also digital images

created by digital cameras and processed with PCs. Taking into account the Frontier units

installed in Fotomax shops, sales of photofinishing equipment rose by 6.4%. 

However, conventional paper and chemicals sales faced strong price competition and

experienced a sales drop of 5.9% due to volume and price decreases. With the growing

popularity of the Frontier, it is expected that the related paper and chemicals market will

outweigh the price-elastic conventional paper and chemicals market in the future.

Information systems
Information system products consist of medical imaging system, office automation system

and equipment, and data storage media. Segment sales totaled HK$179 million, down

10% mainly due to the loss of an X-ray government supply tender. 

Retail operations
The result of operations of Fotomax for the 8-month period ended 31 March 2002 has

been incorporated in the group’s performance. Turnover of Fotomax in Hong Kong 

market accounted for 8.3% of the total turnover and it contributed a profit of 

HK$1.3 million. The adoption of digital minliab Frontier into its full-line operations

achieved fruitful results and reinforced Fotomax’s presence as a premium photo chain

store in the Hong Kong market. 

Fotomax has expanded its retail network into mainland China. However, the 

group sees this as a long-term investment and is still very much in the early stages 

in terms of building the infrastructure and brand awareness and to becoming familiar 

with local consumption patterns. The operations in mainland China incurred a loss of

HK$21.8 million in the period under review.

Profit attributable to shareholders

Wholesale operations
Gross profit for the wholesale operations fell by 13.3% with gross profit margin of 15%

compared to 16.5% last year. The keen price competition and challenges from parallel

imports impacted the sales volume and the profitability of the group.

Sales and distribution expenses increased by 6.0% from HK$29 million in 2001 

to HK$31 million in 2002. Administration expenses grew by 5.6% from HK$46 million 

in 2001 to HK$48 million in 2002. Advertising and marketing expenses maintained 

at a similar level as last year.

Net profit for the wholesale business was HK$66.9 million, a decrease of 28.9% as

compared with HK$94.2 million last year. 

Frontier

Frontier

6.4%

5.9% Frontier

10% 1,790,000,000

X

8

8.3% 1,300,000

Frontier

21,800,000

13.3%

16.5% 15%

29,000,000 6%

31,000,000

46,000,000

48,000,000 5.6%

66,900,000

94,200,000 28.9%

27

CHINA-HONGKONG PHOTO PRODUCTS HOLDINGS LIMITED



28

31,700,000

25.06%

20,500,000

9,400,000

80,500,000

28,400,0000

17,700,000

2,000,000

6,200,000

72,800,000 6,200,000

20,800,000

83,000,000

1 

11,600,000

2.5

76.2

45%

82.7%

Retail operations
Gross profit for retail operations was HK$31.7 million, representing a gross profit 

margin of 25.06% and was arrived at after deducting cost of materials used for the

photofinishing services and direct cost of the retail outlets. Net loss after deducting

selling and distribution expenses and general and administration expenses was 

HK$20.5 million. 

Financial resources
Net cash outflow from operating activities in 2002 was HK$9.4 million, which was arrived

at by adjusting depreciation, loss on disposal of fixed assets, amortisation of goodwill 

and interest income. The increase in operating cash outflow was partially due to an

increase in trade and bill receivables of HK$80.5 million; an increase in inventories of

HK$28.4 million; increase in prepayments, deposits and other receivables of HK$17.7

million and a mild decrease in accrued liabilities of HK$2 million. The increase in

inventories and trade and bill receivables was as a consequence of the unfavourable

wholesale market, which resulted in longer credit terms and slower inventory movement in

the second half year under review. 

Net cash inflow from returns on investments and servicing of finance came from

interest received and the proceeds from disposal of fixed assets of HK$6.2 million. It was

utilised for a cash dividend of HK$72.8 million, payments of profits tax of HK$6.2million,

the acquisition of Fotomax of HK$20.8 million, and the purchase of fixed assets of HK$83

million, including factory premises in Zhuhai manufacturing site, photofinishing minilabs

for use in the retail operations and other computer equipment.

Dividend
A final dividend of HK1 cent per share has been proposed, absorbing HK$11.6 million out

of the profit for the financial year. During the year, the company paid an interim dividend

of HK2.5 cents per share on 17 January 2002. The aggregate of interim dividend and final

dividend is equivalent to a payout ratio of 76.2% of earnings per share. The Company’s

dividend policy is to maintain a payout ratio of 45% or above of earnings per share. In

2000/2001, the payout ratio was 82.7%.

Long term loan
The Company maintained a zero-gearing position.

Financial Review 

CHINA-HONGKONG PHOTO PRODUCTS HOLDINGS LIMITED



29

Employees
The Company had 1,095 employees as at 31 March 2002. The Company remunerates its

employees largely based on industry practice, including provident funds, insurance and

medical benefits. The Company has also adopted a discretionary bonus programme and 

a share option scheme for its employees with awards under both programs determined

annually and based upon the performance of the Company and the individual employee.

Shareholder information
Ordinary shareholder information as at 31 March 2002

Shareholders Shares of HK$0.10 each

Number Percentage Number Percentage
of total of total

Category

Corporate 13 6.71 782,456,767 67.23

Shareholders registered in the name

of HKSCC Nominees Limited 1 0.61 371,637,963 31.93

Individual 160 92.68 9,733,647 0.84

174 100.00 1,163,828,377 100.00

Five largest shareholders
As at 31 March 2002, the interests of the five largest shareholders of the Company as

recorded in the Company’s principal registrar and Hong Kong Branch register of members

were as follows:

Number of Percentage
ordinary of issued

shares held ordinary shares

Searich Group Limited 600,034,214 51.56

HKSCC Nominees Limited 371,637,963 31.93

Fine Products Limited 100,000,000 8.59

Li & Fung (Retailing) Limited 70,000,000 6.01

Dago Corporation 11,242,000 0.97

1,095

HKSCC Nominees Limited
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