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Report of the Directors

The directors present their report and the audited financial statements of the Company

and of the Group for the year ended 31 March 2002.

Principal activities
The Group’s principal activities consisted of the marketing and distribution of

photographic, developing and processing products. During the current year, the Group 

also commenced the operations of retail photograph developing and processing shops.

The principal activity of the Company is investment holding. The principal activities

of the principal subsidiaries are set out in notes 15 and 29 to the financial statements.

Segment information
An analysis of the Group’s turnover and contribution to results by principal activity and

geographical area of operations for the year ended 31 March 2002 is set out in note 4 to

the financial statements.

Results and dividends
The Group’s profit for the year ended 31 March 2002 and the state of affairs of the

Company and of the Group at that date are set out in the financial statements on pages 

43 to 79.

An interim dividend of HK2.5 cents per ordinary share was paid on 17 January 2002.

The directors recommend the payment of a final dividend of HK1 cent per ordinary share in

respect of the year ended 31 March 2002 to shareholders on the register of members on 

30 August 2002. This recommendation has been incorporated in the financial statements as

an allocation of retained earnings within capital and reserves in the balance sheet. Further

details of this accounting treatment are set out in note 3 to the financial statements.

Summary financial information
Set out below is a summary of the published results and the net assets of the Group 

for the last five years ended 31 March 2002.
Year ended 31 March 

2002 2001 2000 1999 1998
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover 1,530,706 1,513,685 1,415,699 1,482,163 1,742,132

Net profit from ordinary 

activities attributable

to shareholders 53,432 103,564 130,321 147,324 198,510

31 March 

2002 2001 2000 1999 1998
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(Restated) (Restated) (Restated) (Restated)

Total assets 1,436,307 1,357,703 1,247,246 1,218,078 1,184,349

Total liabilities (Note) (244,889) (188,564) (129,180) (106,441) (104,502)

Minority interests (14,873) (20,614) (21,409) (21,302) (16,231)

Net assets 1,176,545 1,148,525 1,096,657 1,090,335 1,063,616
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Summary financial information (continued)
Note: As further explained in note 2 to the financial statements, due to the adoption of the

revised Statement of Standard Accounting Practice No.9 “Events after the Balance

Sheet Date” issued by the Hong Kong Society of Accountants, the proposed final

dividend no longer qualified as a liability of the Group, but reflected as part of the

equity. Accordingly, the summary financial information on total liabilities as at 31

March 1998, 1999, 2000 and 2001 were restated to conform with the current year

presentation.

Fixed assets
Details of movements in the fixed assets of the Group during the year are set out in note

12 to the financial statements.

Investment properties
Details of movements in the investment properties of the Group are set out in note 13 to

the financial statements and particulars of the investment properties are set out on page

80 of this annual report.

Share capital and options
Details of movements in the share capital and share options of the Company during the

year, together with the reasons therefor, are set out in note 22 to the financial

statements.

Pre-emptive rights
There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws

of Bermuda which would oblige the Company to offer new shares on a pro rata basis to

existing shareholders.

Reserves
Details of movements in the reserves of the Company and of the Group during the year are

set out in note 23 to the financial statements.

Distributable reserves
The total amount of reserves of the Company available for cash distribution at 31 March

2002 as computed in accordance with the Companies Act 1981 of Bermuda (as amended)

was HK$200,700,000. In addition, the share premium account and capital redemption

reserve account of HK$478,773,000 and HK$1,619,000, respectively, as at 31 March 2002

may be distributed in the form of fully paid bonus shares.

Charitable contributions
During the year, the Group made charitable contributions totalling HK$499,000.
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Directors
The directors of the Company during the year and up to the date of this report were:

Executive directors
Dennis Sun Tai Lun (Chairman and Managing Director)

Flora Ma Fung Wah

Frank Wong Kwok Wing

Simon Tang Kwok Tong

Independent non-executive directors
Malcolm Au Man Chung

Allan Wong Chi Yun

Rachel Chiang Yun

Allan Liu Hui

In accordance with bye-law 110A of the Company’s bye-laws, Mr Frank Wong Kwok Wing,

and Mr Malcolm Au Man Chung, will retire and, being eligible, will offer themselves for re-

election at the forthcoming annual general meeting.

Directors’ service contracts
The Company entered into service contracts with each of the following directors for the

provision of management services by these directors to the Group:

Dennis Sun Tai Lun

Flora Ma Fung Wah

Frank Wong Kwok Wing

Simon Tang Kwok Tong

Each service contract had a remaining unexpired term of 12 months at 31 March 2002 

and is terminable by either party upon the giving of three months’ notice thereafter.

Save as disclosed above, no director proposed for re-election at the forthcoming

annual general meeting has a service contract with the Company which is not

determinable by the Company within one year without payment other than statutory

compensation.
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(i) 11,242,000

Dago Corporation

Dago Corporation

Ansbacher (BVI) Limited

The Dennis Family Trust

Dago Corporation Searich Group

Limited

(ii) Fine Products

Limited Searich Group Limited

Fine Products

Limited 700,034,214

Fine Products Limited Searich Group

Limited

Directors’ interests in shares
As at 31 March 2002, the interests of the directors in the 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 (the “SDI Ordinance”) were as follows:

Director Nature of interest Number of shares

Dennis Sun Tai Lun Personal 1,000,000

Corporate and other (Notes i & ii) 711,276,214

Flora Ma Fung Wah Personal 200,000

Frank Wong Kwok Wing Personal 300,000

Simon Tang Kwok Tong Personal 400,000

Note:

(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 Dr. Dennis Sun Tai Lun and his family members.

Dago Corporation also held 25% of the share capital of Searich Group Limited.

(ii) 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.

Directors’ interests in contracts
No director had a beneficial interest in any material contract to which the Company, 

its holding company, or any of its subsidiaries was a party during the year.

Directors’ rights to acquire shares or debentures
Apart from as disclosed under the headings “Directors’ interests in shares” above and

“Share option scheme” below, at no time during the year were rights granted to any

directors or 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 were any such

rights excercised by them, or was the Company, its holding company or any of its

subsidiaries a party to any arrangement to enable the directors to acquire such rights 

in any other body corporate.
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Share option scheme
Details of the Share Option Scheme (the “Scheme”) are as follows:

(a) Purpose of the Scheme
With effect from 31 August 1994, the Company adopted the Scheme for the purpose of

providing incentives and rewards to eligible participants who contribute to the success 

of the Group’s operations.

(b) Participants
The directors may, at their discretion, invite employees of any company in the Group

(including any executive directors of any member of the Group) to take up options to

subscribe for the Company’s shares (the “Shares”) at a price calculated in accordance with

paragraph (c) below. Upon acceptance of the option, the grantee shall pay HK$1 to the

Company by way of consideration for the grant.

(c) Subscription price
The subscription price under the Scheme shall be a price notified by the directors to the

employee being (i) 80% of the average of the closing price of the shares on The Stock

Exchange of Hong Kong Limited (the “Stock Exchange”) as stated in the Stock Exchange

quotation sheets for the five trading days immediately preceding the date of grant of the

option; (ii) or the nominal value of the shares, whichever is the higher.

(d) Maximum number of shares
The maximum number of shares subject to the Scheme is not permitted to exceed 10% of

the issued share capital of the Company from time to time (excluding shares duly allotted

and issued pursuant to options granted under the Scheme or any other shares option

scheme of the Company).

(e) Maximum number of options to each participant
No option may be granted to any one person which, if exercised in full, would result in 

the total number of Shares already issued and issuable to him under the Scheme, when

aggregated with any shares which might have been issued under cancelled options,

exceeding 25% of the aggregate number of shares for the time being issued and issuable

under the Scheme.

(f) Period of exercise of options
An option may be exercised in accordance with the terms of the Scheme at any time

during a period of 10 years from the date on whcih the option is accepted in accordance

with the terms of the Scheme and expiring on the last day of the 10-year period.

(g) Remaining life of the Scheme
The Scheme is valid during the period of 10 years commencing from its date of adoption,

unless otherwise concelled or amended.

(a)

(b)

(c)

1.00

(c)

(i)

80% (ii)

(d)

10%

(e)

25%

(f)

(g)
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* 

†

‡
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The following share options were outstanding under the Scheme during the year.

Number of outstanding share options Price of Company’s shares‡

Date of Exercise Exercise At At
Cancelled grant of period price grant exercise

At during At share of share of share date of date of
1 April the year 31 March options* options options† options options

Director 2001 2002 HK$ HK$

Dennis Sun Tai Lun 1,000,000 – 1,000,000 21/6/2000 21/6/2000 0.7568 0.97 –
to 30/6/2004

Flora Ma Fung Wah 800,000 – 800,000 21/6/2000 21/6/2000 0.7568 0.97 –
to 30/6/2004

Frank Wong Kwok Wing 700,000 – 700,000 21/6/2000 21/6/2000 0.7568 0.97 –
to 30/6/2004

Simon Tang Kwok Tong 400,000 – 400,000 21/6/2000 21/6/2000 0.7568 0.97 –
to 30/6/2004

2,900,000 – 2,900,000

Other employees,
in aggregate 2,260,000 (1,550,000) 710,000 31/1/2000 31/1/2000 0.8048 0.95 –

to 29/2/2004

5,160,000 (1,550,000) 3,610,000

During the year, 1,550,000 share options originally granted to the employees other than

directors, were cancelled subsequent to the resignation of these employees.

* The vesting period of the share options is from the date of the grant until the

commencement of the exercise period.
† The exercise price of the share options is subject to adjustment in the case of rights or

bonus issues, or other similar changes in the Company’s share capital.
‡ The price of the Company’s shares disclosed as at the date of the grant of the share

options is the Stock Exchange closing price on the trading day immediately prior to 

the date of the grant of the options. The price of the Company’s shares disclosed as 

at the date of the exercise of the share options is the weighted average of the Stock

Exchange closing prices over all of the exercises of options within the disclosure

category. As no share options were exercised during the year, no disclosure of such

information was made.

Summary details of the Scheme are also set out in note 22 to the financial statements.

The financial impact of share options granted is not recorded in the Company’s or 

the Group’s balance sheet until such time as the options are exercised, and no charge is

recorded in the profit and loss account or balance sheet for their cost. Upon the exercise

of the share options, the resulting shares issued are recorded by the Company as

additional share capital at the nominal value of the shares, and the excess of the exercise

price per share over the nominal value of the shares is recorded by the Company in the

share premium account. Options which are cancelled prior to their exercise date are

deleted from the register of outstanding options. 
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10%

Fine Products Limited

Searich Group Limited

(i) 100,000,000

8.59% Fine Products Limited

600,034,214 Searich

Group Limited Fine Products

Limited 75%

Fine Products Limited

Ansbacher (BVI) Limited

(ii) Fine Products Limited Searich Group

Limited

Searich Group Limited

Fine Products Limited

10%

No theoretical value of the share option is disclosed as no share options were granted

during the year.

On 23 August 2001, the Stock Exchange announced amendments to Chapter 17 of 

the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”)

in relation to share option schemes, which took effect on 1 September 2001. The 

new provisions of Chapter 17 of the Listing Rules have significant effects on the

implementation of the Scheme. With a view to bringing the Scheme in line with the 

new requirements of Chapter 17 of the Listing Rules, the board of directors intends to

terminate the Scheme and to adopt a new share option scheme at the forthcoming 

annual general meeting of the Company to be held on 30 August 2002. Details of the

amendments are set out in the circular attached with this annual report.

Substantial shareholders
At 31 March 2002, the following interests of 10% or more in the share capital of the

Company were recorded in the register of interests required to be kept by the Company

under Section 16(1) of the SDI Ordinance:

Number of shares Percentage
Name

Fine Products Limited 700,034,214 (note i & ii) 60.15

Searich Group Limited 600,034,214 (note ii) 51.56

Notes:

(i) 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.
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90.4% 87.78%
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Major customers and major suppliers
Sales to the Group’s five largest customers and the single largest customer accounted 

for 53.78% and 20.92%, respectively, of the Group’s turnover.

Purchases from the Group’s five largest suppliers and the single largest supplier

accounted for approximately 90.40% and 87.78%, respectively, of the Group’s total

purchases for the year.

As far as the directors are aware, neither the directors, their associates, nor those

shareholders who, to the knowledge of the directors, own more than 5% of the Company’s

share capital had any interest in the five largest customers and suppliers.

Purchase, redemption or sale of listed securities of the Company
Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the

Company’s listed securities during the year.

Post balance sheet event
Details of the post balance sheet events are disclosed in note 27 to the financial

statements.

Code of Best Practice
In the opinion of the directors, the Company complied with the Code of Best Practice

(“the Code”) as set out in Appendix 14 of the Rules Governing the Listing of Securities 

on the Stock Exchange of Hong Kong Limited throughout the year, except that the

independent non-executive directors were not appointed for specific terms as required 

by paragraph 7 of the Code, but are subject to retirement by rotation in accordance with

the Company’s articles of association.

Audit committee
The Company has an audit committee which was established in accordance with the

requirements of the Code of Best Practice, for the purposes of reviewing and providing

supervision over the Group’s financial reporting process and internal controls. The audit

committee comprises the four independent non-executive directors of the Company.

Auditors
Ernst & Young retire and a resolution for their reappointment as auditors of the Company

will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Dennis Sun Tai Lun
Chairman and Managing Director

Hong Kong

25 July 2002
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