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Notes to Financial Statements

1. Corporate information

The registered office of China-Hongkong Photo Products Holdings Limited is located at
Cedar House, 41 Cedar Avenue, Hamilton HM12, Bermuda.

During the year, the Group was engaged in the marketing and distribution of
photographic, developing and processing products and the operation of retail shops which
provide photographic developing and processing services.

In the opinion of the directors, the ultimate holding company is Fine Products
Limited, which is incorporated in the British Virgin Islands.

2. Impact of new and revised statements of standard accounting practice
(“SSAPs"™)

The following recently-issued and revised SSAPs and related Interpretations are effective
for the first time for the current year’s financial statements:

® SSAP 9 (Revised): “Events after the balance sheet date”

® SSAP 14 (Revised): “Leases”

® SSAP 18 (Revised): “Revenue”

® SSAP 26: “Segment reporting”

e SSAP 28: “Provisions, contingent liabilities and contingent assets”

e SSAP 29: “Intangible assets”

e SSAP 30: “Business combinations”

e SSAP 31: “Impairment of assets”

e SSAP 32: “Consolidated financial statements and accounting for investments in
subsidiaries”

e Interpretation 12: “Business combinations - subsequent adjustment of fair values and
goodwill initially reported”

e Interpretation 13: “Goodwill - continuing requirements for goodwill and negative
goodwill previously eliminated against/credited to reserves”

These SSAPs prescribe new accounting measurement and disclosure practices. The major
effects on the Group’s accounting policies and on the amounts disclosed in these financial
statements of adopting these SSAPs and Interpretations, are summarised as follows:

SSAP 9 (Revised) prescribes which type of events occurring after the balance sheet
date require adjustment to the financial statements, and which require disclosure, but no
adjustment. Its principal impact on these financial statements is that the proposed final
dividend which is not declared and approved until after the balance sheet date, is no
longer recognised as a liability at the balance sheet date, but is disclosed as an allocation
of retained earnings on a separate line within the capital and reserves section of the
balance sheet. The prior year adjustment arising from the adoption of this new SSAP is
detailed in note 10 to the financial statements.
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Notes to Financial Statements

2. Impact of new and revised statements of standard accounting practice
(“SSAPs") (continued)

SSAP 14 (Revised) prescribes the basis for lessor and lessee accounting for finance
and operating leases, and the required disclosures in respect thereof. Certain amendments
have been made to the previous accounting measurement treatments, which may be
accounted for retrospectively or prospectively, in accordance with the requirements of
the SSAP. The revised SSAP requirements have not had a material effect in the amounts
previously recorded in the financial statements, therefore, no prior year adjustment has
been required. The disclosure changes under this SSAP have resulted in changes to the
detailed information disclosed for operating leases, which are further detailed in note 26
to the financial statements.

SSAP 18 (Revised) prescribes the recognition of revenue and was revised as a
consequence of the revision to SSAP 9 described above. Proposed final dividends from
subsidiaries that are declared and approved by the subsidiaries after the balance sheet
date are no longer recognised in the Company’s own financial statements for the year. The
adoption of the SSAP has resulted in a prior year adjustment, further details of which are
included in notes 9 and 23 to the financial statements.

SSAP 26 prescribes the principles to be applied for reporting financial information
by segment. It requires that management assesses whether the Group’s predominant risks
or returns are based on business segments or geographical segments and determines one
of these bases to be the primary segment information reporting format, with the other
as the secondary segment information reporting format. The impact of this SSAP is the
inclusion of significant additional segment reporting disclosures which are set out in
note 4 to the financial statements.

SSAP 28 prescribes the recognition criteria and measurement bases to apply to
provisions, contingent liabilities and contingent assets, together with the required
disclosures in respect thereof. This SSAP has had no major impact on these financial
statements.

SSAP 29 prescribes the recognition and measurement criteria for intangible assets,
together with the disclosure requirements. This SSAP has had no major impact on these
financial statements.

SSAP 30 prescribes the accounting treatment for business combinations, including
the determination of the date of acquisition, the method for determining the fair values
of the assets and liabilities acquired, and the treatment of goodwill or negative goodwill
arising on acquisition. The SSAP requires the disclosure of goodwill in the non-current
assets section of the consolidated balance sheet. It requires that goodwill is amortised to
the consolidated profit and loss account over its estimated useful life. Additional
disclosures of goodwill have been detailed in note 14 to the financial statements.

SSAP 31 prescribes the recognition and measurement criteria for impairments of
assets. The SSAP is required to be applied prospectively and therefore, has had no effect
on amounts previously reported in prior year financial statements.

SSAP 32 prescribes the accounting treatment and disclosures for the preparation and
presentation of consolidated financial statements, and has had no significant impact on
the preparation of these financial statements.
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Notes to Financial Statements

3. Summary of significant accounting policies

Basis of preparation

These financial statements have been prepared in accordance with Hong Kong Statements
of Standard Accounting Practice, accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except for the periodic remeasurement of
investment properties.

Basis of consolidation

The consolidated financial statements include the audited financial statements of the
Company and its subsidiaries for the year ended 31 March 2002. The results of the
subsidiaries acquired or disposed of during the year are consolidated with reference to
their effective dates of acquisition or disposal, respectively. All significant intercompany
transactions and balances within the Group are eliminated on consolidation.

Subsidiaries
A subsidiary is a company whose financial and operating policies the Company controls,
directly or indirectly, so as to obtain benefits from its activities.

The Company's interests in subsidiaries are stated at cost less any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of the cost of the
acquisition over the Group’s share of the fair values of the identifiable assets and
liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance sheet as an
asset and amortised on the straight-line basis over its estimated useful life of 20 years.

On disposal of subsidiaries, the gain or loss on disposal is calculated by reference to
the net assets at the date of disposal, including the attributable amount of goodwill
which remains unamortised and any relevant reserves, as appropriate.

The carrying amount of goodwill is reviewed annually and written down for
impairment when it is considered necessary. A previously recognised impairment loss for
goodwill is not reversed unless the impairment loss was caused by a specific external
event of an exceptional nature that was not expected to recur, and subsequent external
events have occurred which have reversed the effect of that event.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication
of impairment of any asset, or whether there is any indication that an impairment
loss previously recognised for an asset in prior years may no longer exist or may have
decreased. If any such indication exists, the asset’s recoverable amount is estimated.
An asset’s recoverable amount is calculated as the higher of the asset’s value in use
or its net selling price.

CHINA-HONGKONG PHOTO PRODUCTS HOLDINGS LIMITED
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Notes to Financial Statements

3. Summary of significant accounting policies (continued)

An impairment loss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged to the profit and loss account in the
period in which it arises, unless the asset is carried at a revalued amount, when the
impairment loss is accounted for in accordance with the relevant accounting policy for
that revalued asset.

A previously recognised impairment loss is reversed only if there has been a change
in the estimates used to determine the recoverable amount of an asset, however not to
an amount higher than the carrying amount that would have been determined (net of
any depreciation/amortisation), had no impairment loss been recognised for the asset
in prior years.

A reversal of an impairment loss is credited to the profit and loss account in the
period in which it arises, unless the asset is carried at a revalued amount, when the
reversal of the impairment loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.

Fixed assets and depreciation
Fixed assets, other than investment properties, are stated at cost less accumulated
depreciation and any impairment losses.
The cost of an asset comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after fixed assets have been put into operation, such as repairs and
maintenance, is normally charged to the profit and loss account in the period in which it
is incurred. In situations where it can be clearly demonstrated that the expenditure has
resulted in an increase in the future economic benefits expected to be obtained from the
use of the fixed asset, the expenditure is capitalised as an additional cost of that asset.
Depreciation is calculated on the straight-line basis to write off the cost of each asset
over its estimated useful life. The principal annual rates used for this purpose are as

follows:
EE&E e Fixed assets Depreciation rate
R EF AR £t A FEL Leasehold land over the unexpired terms of the leases
b=l —+4% Buildings 5%
HR HBEREEWEESE T & Furniture, fixtures and leasehold improvements 20%
BERRE T Machinery and equipment 20%
! H 4 Motor vehicles 20%

EEERABRRELEARBEEEES
BEDHETBEENBUAREREE

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and
loss account, is the difference between the net sales proceeds and the carrying amount of
the relevant asset.
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Notes to Financial Statements

3. Summary of significant accounting policies (continued)

Investment properties
Investment properties are interests in land and buildings in respect of which construction
work and development have been completed and which are intended to be held on a long
term basis for their investment potential. Such properties are stated at their open market
values on the basis of annual professional valuations and are not depreciated except
where the unexpired term of the lease is 20 years or less, in which case the then carrying
amounts are amortised on the straight-line basis over the respective remaining lease
terms. Changes in the values of investment properties are dealt with as movements in the
investment property revaluation reserve. If the total of this reserve is insufficient to cover
a deficit, on a portfolio basis, the excess of the deficit is charged to the profit and loss
account.

On the disposal of an investment property, the relevant portion of the investment
property revaluation reserve realised in respect of previous valuations is released to the
profit and loss account.

Leased assets

Leases where substantially all the rewards and risks of ownership of assets remain with
the lessor are accounted for as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in non-current assets and rentals
receivable under the operating leases are credited to the profit and loss account on the
straight-line basis over the lease terms. Where the Group is the lessee, rentals payable
under the operating leases are charged to the profit and loss account on the straight-line
basis over the lease terms.

Inventories
Inventories, which primarily consist of photographic, developing and processing products,
are stated at the lower of cost and net realisable value. Cost is determined on a weighted
average basis and includes all costs of purchase, costs of conversion, and other costs
incurred in bringing the inventories to their present location and condition. Net realisable
value is based on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

In the prior years, cost was determined on a first-in, first-out basis. As the financial
impact on the Group’s inventories and the respective cost of goods sold arising from the
change of valuation method was not significant, no prior year adjustment was resulted.

Provision

A provision is recognised when a present obligation (legal or constructive) has arisen
as a result of a past event and it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision
is the present value at the balance sheet date of the future expenditures expected to
be required to settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in finance costs in the profit and
loss account.

CHINA-HONGKONG PHOTO PRODUCTS HOLDINGS LIMITED
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Notes to Financial Statements

3. Summary of significant accounting policies (continued)

Deferred tax

Deferred tax is provided, using the liability method, on all significant timing differences
to the extent that it is probable that the liability will crystallise in the foreseeable future.
A deferred tax asset is not recognised until its realisation is assured beyond reasonable
doubt.

Foreign currencies

Foreign currency transactions are recorded at the applicable rates of exchange ruling at
the transaction dates. Monetary assets and liabilities denominated in foreign currencies at
the balance sheet date are translated at the applicable rates of exchange ruling at that
date. Exchange differences are dealt with in the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries expressed in
foreign currencies are translated to Hong Kong dollars at the applicable rates of exchange
ruling at the balance sheet date. The resulting translation differences are included in the
exchange fluctuation reserve.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the
Group and when the revenue can be measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and rewards of ownership have
been transferred to the buyer, provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership, nor effective control
over the goods sold;

(b) income from film processing and photo finishing services, when the services are
rendered.

(c) subsidies from a supplier, when the right to receive has been established;

(d) interest income, on a time proportion basis, taking into account the principal
outstanding and the effective interest rate applicable;

(e) rental income, on a time proportion basis over the lease terms; and

(f) dividends, when the shareholders’ right to receive payment has been established.

Dividends

Final dividends proposed by the directors are classified as a separate allocation of
retained earnings within capital and reserves in the balance sheet, until they have been
approved by the shareholders in a general meeting. When these dividends have been
approved by the shareholders and declared, they are recognised as a liability.
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Notes to Financial Statements

3. Summary of significant accounting policies (continued)

Interim dividends are simultaneously proposed and declared, because the Company’s
memorandum and articles of association grant the directors the authority to declare
interim dividends. Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

In previous years, the Company recognised its proposed final dividend to shareholders,
which was declared and approved after the balance sheet date, as a liability in its balance
sheet. The Company also recognised the proposed final dividends of subsidiaries, which
were declared and approved after the balance sheet date, as income in its profit and
loss account for the year. The revised accounting treatments for dividends resulting from
the adoption of SSAP 9 (Revised) and SSAP 18 (Revised), have given rise to prior year
adjustments in both the Group’s and the Company’s financial statements, further details
of which are included in notes 9, 10 and 23 to the financial statements.

Retirement scheme and costs

Retirement benefits are provided to certain staff employed by the Group. In accordance
with the Mandatory Provident Fund Schemes Ordinance and the Occupational Retirement
Schemes Ordinance (“ORS0”), the Group’s Hong Kong employees enjoy retirement benefits
under either the Mandatory Provident Fund Scheme (effective from 1 December 2000) or
the Mandatory Provident Fund Exempted ORSO Scheme under which employer’s voluntary
contributions have to be made. The assets of both schemes are held separately from those
of the Group in independently administered funds. The Group’s contributions to both
schemes range from 5% to 10% of the monthly salary with reference to the grading and
seniority of the employees. The Mandatory Provident Fund Exempted ORSO Scheme is
denominated in US dollars. When an employee leaves the Mandatory Provident Fund
Exempted ORSO scheme prior to his/her interest in the Group’s employer contributions
vesting fully, the ongoing contributions payable by the Group may be reduced by the
relevant amount of forfeited contributions.

Prior to 1 December 2000, the Group operated a retirement scheme (that is the
predecessor of the Mandatory Provident Fund Exempted ORSO Scheme) which had been
administered by independent trustees since 1979 for employees of the Group’s subsidiaries
in Hong Kong. Employees with one complete year of service in the Group were eligible to
participate in the scheme. Employer and employee contributions were determined with
reference to the grading and seniority in the Group ranging from 5% to 10% of the
employee’s monthly basic salaries. Under the terms of the scheme, the Group was not
required to make additional payments over and above the annual contributions referred to
above. Forfeited contributions (in respect of employees who left the scheme prior to their
interests in employer contributions vesting fully) could be used to reduce the amount of
employer contributions. However, such amounts utilised during the year for this purpose
and available at the year end for subsequent utilisation were not significant.

The employees of the Group’s subsidiaries located in the People’s Republic of China
(“The PRC") are members of the Central Pension Scheme operated by the Chinese
government. The subsidiaries are required to contribute a certain percentage of their
covered payroll to the Central Pension Scheme to fund the benefits. The only obligation
for the subsidiaries with respect to the Central Pension Scheme is to meet the required
contributions under the Central Pension Scheme.
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Notes to Financial Statements

3. Summary of significant accounting policies (continued)

Related parties

Parties are considered to be related if one party has the ability, directly or indirectly, to
control the other party, or exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered to be related if they are
subject to common control or common significant influence. Related parties may be
individuals or corporate entities.

Cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents represent short
term highly liquid investments which are readily convertible into known amounts of cash
and which were within three months of maturity when acquired, less advances from banks
repayable within three months from the date of the advance. For the purpose of balance
sheet classification, cash equivalents represent assets similar in nature to cash, which are
not restricted as to use.

4. Segment information

SSAP 26 was adopted during the year, as detailed in note 2 to the financial statements.
Segment information is presented by way of two segment formats: (i) on a primary
segment reporting basis, by business segment; and (ii) on a secondary segment reporting
basis, by geographical segment.

The Group’s operating businesses are structured and managed separately, according
to the nature of their operations and the products and services they provide. Each of the
Group’s business segments represents a strategic business unit that offers products and
services which are subject to risks and returns that are different from those of other
business segments. Summary details of the business segments are as follows:

(a) the wholesale segment engages in the marketing and distribution of photographic,
developing and processing products; and

(b) the retail segment engages in the provision of film processing and photo finishing
services and sale of photographic merchandises through retail outlets; and

(c) the corporate and other segment comprises the Group’s investment property business
and the Group’s management services business, which provides management and
security services to residential and commercial properties, together with corporate

income and expense items.

In determining the Group’s geographical segments, revenues and results are attributed to
the segments based on the location of the customers, and assets are attributed to the
segments based on the location of the assets.

Intersegment sales and transfers are transacted at costs.

CHINA-HONGKONG PHOTO PRODUCTS HOLDINGS LIMITED
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Notes to Financial Statements

4. Segment information (continued)

(a) Business segments

expenditure information for the Group’s business segments.

The following tables present revenue, profit/(loss) and certain asset, liability and

Wholesale segment Retail segment Corporate and Other Eliminations Consolidated
it B0 | BESH ER HA ok RE
= 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
Group HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bl E:
Segment revenue:
IEFZEESR
Sales to external customers 1,404,006 1,510,860 126,700 2,825 - - - - 1,530,706 1,513,685
P ZEESR
Intersegment sales 38,495 1,610 - - - - (38,495) (1,610) - -
Hizlg &
Other revenue 74,769 65,220 - - 3,506 2,153 - - 78,275 67,373
1,517,270 1,577,690 126,700 2,825 3,506 2,153 (38,495) (1,610) 1,608,981 1,581,058
FE
Interest income 5,126 19,818
Uy 248 58
Total revenue 1,614,107 1,600,876
TEER
Segment results 66,914 94,159 (20,495)  (1,014) (120) (208) - - 46,299 92,937
e
Interest income 5,126 19,818
AT A
Profit before tax 51,425 112,755
HIE
Tax (3,734)  (9,986)
RO REE N ER
Profit before minority interests 47,691 102,769
LEBRER
Minority interests 5,741 795
REEEEEEE 2R
Net profit from ordinary activities
attributable to shareholders 53,432 103,564
DEEE
Segment assets 1,175,503 1,221,203 238,841 74,021 21,963 62,479 - - 1,436,307 1,357,703
TEEE
Segment liabilities 194,177 184,342 42,648 1,512 7,853 42 - - 244,678 185,896
AOEEE
Unallocated liabilities 211 2,668
#meE
Total liabilities 244,889 188,564
Hitp EEH —
Other segment information:
HER BHE
Depreciation and amortisation 18,150 18,169 18,773 531 - - - - 36,923 18,700
BEAXZ
Capital expenditure 33,073 7,479 49,895 6,892 - - - - 82,968 14,371
HEpFEREeR S
Other non-cash expenses 6,978 - - - - - - - 6,978 -
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b EER @) 4. Segment information (continued)
(b) & 2 3 (b) Geographical segments
TREJBAEBEHESE 2B BEWE &R The following tables present revenue, profit/(loss) and certain assets and capital
JBEBIRBIEERELAFAIZEN expenditure information for the Group’s geographical segments.
Hong Kong Elsewhere in the PRC Corporate and Other Eliminations Consolidated
=5 = @R B ¥R Hit B8 ®a

= 2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
Group HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000  HK$000
SERE
Segment revenue:
HNEEFZHER
Sales to external customers 1,443,648 1,492,939 87,058 20,746 - - - - 1,530,706 1,513,685
Segment results* 57,841 113,977 (6,296) (1,014) (120) (208) - - 51,425 112,755
Ribm 8EH
Other segment information:

THEE

Segment assets 1,234,405 1,239,001 179,939 56,223 21,963 62,479 - - 1,436,307 1,357,703

B X

Capital expenditure 55,748 6,744 27,220 7,627 - - - - 82,968 14,371
*RERRAUEREE *disclosed pursuant to the requirements of the Listing Rules.
5. 8xBRBA 5. Turnover and revenue

i amigaie e B> B (D BT KRR Turnover represents the net invoiced value of goods sold, net of trade discounts,
B RR T RIS WA - allowances for returns, and income from rendering of film processing and photo

EEERWAZTFAT finishing services.
An analysis of turnover and revenue is as follows:

2002 2001
HK$'000 HK$'000
g Turnover
EmE Sale of goods 1,457,920 1,513,685
S ED AR S W A Income from rendering of film processing
and photo-finishing services 72,786 -
1,530,706 1,513,685
H fh g A Other revenue:
R B A Interest income 5,126 19,818
HE WA Rental income 1,239 897
HEmZ R Subsidies received from a supplier 74,769 65,220
Hfb Others 2,267 1,256
83,401 87,191
Y9N Total revenue 1,614,107 1,600,876
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6. BX T Al £ & & A 6. Profit before tax
A ERH AT 2% FIEHER/ GEA) The Group’s profit before tax is arrived at after charging/(crediting):
2002 2001
HK$'000 HK$'000
E R Cost of inventories sold 1,207,936 1,249,223
12 1 FR S B A Cost of services rendered 12,541 -
ZE & Auditors’ remuneration 1,274 998
e Depreciation 35,000 18,700
EmEsE Amortisation of goodwill* 1,923 -
T RBEFZHREHHHES Minimum lease payments on land and buildings 33,009 2,612
LEBEEEEFE Loss on disposal of fixed assets 334 3,936
IR AR B Provision for bad and doubtful debt 6,978 -
EIRFEEMNTEIFRNEBEZES#ME Staff costs (including directors’ remuneration as set out in note 7,
B30 BLLE Yy 2 B R but excluding benefits in kind):
I&ERFS Wages and salaries 78,490 44,934
B R e B H R Retirement scheme contributions 3,378 2,259
oo W ! Less: Forfeited contributions! (297) (45)
F A Net contributions 3,081 2,214
8 T#p A Total staff costs 81,571 47,148
E X (W ak)/ /18 K FEE Net exchange (gains)/losses (485) 270
HePE Net rental income (1,105) (897)

PERCHEENECNIESRE TTHMEX 1 — *The amortisation of goodwill for the year is included in “administrative expenses” on the

WA - face of the profit and loss account.
PR B I TORE S R 238 W B 1 As at 31 March 2002, there were no forfeited retirement scheme contributions available to
SHEAHZ(ZOO—F 1 #E)e reduce contributions in future years (2001: Nil).
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7. Directors’ remuneration and five highest paid employees

59

2002 2001
HK$'000 HK$'000
Fihe Fees 640 320
Hih B2 - Other emoluments:

HF4 MR LUEMAEESEFR Salaries, allowance and benefits in kind 6,805 6,850
EAR &5 SR Pension scheme contributions 619 603
8,064 7,773

MeWAE TEE>ESEA ! The remuneration of the directors during the year fell within the following bands:
2002 2001
Number Number
®E uE
f# - 3 2 1,000,000 7t HK$ Nil - HK$1,000,000 5 5
# # 1,000,001 7¢ - # # 1,500,000 T HK$1,000,001 - HK$1,500,000 2 2
# #x 3,500,001 jt, - # # 4,000,000 T HK$3,500,001 - HK$4,000,000 1 1
8 8

FRAYETMZHEESK EREAZRELMT

EEHH

AR BHATEEEC(CZOCO—F EW
Ex HFHCELXESMS —HHIERE -
HepgaFiMWzcEIMsMT

There was no arrangement under which a director waived or agreed to waive any

remuneration during the year.

Employees’ remuneration

The five highest paid individuals comprise four (2001: four) executive directors, details of

whose remuneration are set out above. The details of the remuneration of the remaining

highest paid employee are set out below.

2002 2001

HK$'000 HK$'000

HEAxFe  EEEE  HzBREWEF Basic salaries, housing, other allowances and benefits in kind 1,329 636
E RS EER Pension scheme contributions 8 43
1,337 679
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Notes to Financial Statements

8. Tax

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on the
estimated assessable profits arising in Hong Kong during the year after offsetting

against the available tax losses brought by the newly acquired subsidiaries. Tax on

profits assessable in the PRC has been calculated at the rates of tax prevailing in the PRC.
In the prior year, no overseas profits tax has been provided because no assessable income
was earned during that year.

2002 2001
== Group HK$'000 HK$'000
KEEEE Current year provision
EHB Hong Kong 4,203 10,175
o E KR The PRC 235 -

4,438 10,175

HAEFEE/ (BHEIEE
EIE (Ff3E 20) Underprovision/(overprovision) in prior year 15 (230)
£ Py BB Deferred tax - note 20 (719) 41
Tax charge for the year 3,734 9,986

W E B T TR BB e BB
ZE e

9. JR 3R JE 1k AL R

ARRUBERRAN  MEECRREWEESE
X R AHBYE 71,926,007 (=Z00—
F 1 70,840,000 T (FEF)e

ErEERE B#EZ-O00—%F=H=+
—HIEFEZHBEBECE HIR  BEZF
EARRQT 24 Rim D 8% 18,580,000 ¢ + A4
ARZOCO—FZA=+—HEEEBERAE
W B8 S8 hnsE 43,753,000 7T 0 LR A QTR
ZTOO0OO0OFMEE—HZRBHEIRKD
25,173,000 T » F FEHE() LM BA R
RZOO0O—F=A=+—-HABERRH#tEZ
ZO00/=Z00— 45 EZXRHRERASR X
HARG 248 585895 43,753,000 T A4 AO B2
BREREZE-OO0O—F=A=+—HILLEEZ
BTSSR R PR AW R (1)FER2H B A a0
ZOOOFZH=+—HA#%EREMEZ—R
A/ ZO0O0CO0OFEZRHEREB®E
25,173,000 ¢ » A AR EHKEZRERBE=O
OCOF=ZA=+—BLFE ZHBRRPER
AW - ZELFEREE-_O0COFHEA—
B2 RE EFIE 8% 25,173,000 ¢  t1E &
BB 2 BB R A SR ST E A RISE 1858
(BB HBERN BB RME2R23 -

Tax recoverable represented excess payment of provisional tax over the estimated
tax liability.

9. Net profit from ordinary activities attributable to shareholders

The net profit from ordinary activities attributable to shareholders dealt with in the
financial statements of the Company amounted to HK$71,926,000 (2001: HK$70,840,000
as restated).

The comparative amount for the year ended 31 March 2001 has been restated by
a prior year adjustment resulting in a net debit of HK$18,580,000 to the Company'’s
net profit for that year, a credit of HK$43,753,000 to the dividends receivable in the
Company’s balance sheet as at 31 March 2001, and a debit of HK$25,173,000 to the
Company’s retained profits as at 1 April 2000. The prior year adjustment (i) reversed
2000/2001 final and final special dividends from subsidiaries of HK$43,753,000 which
were declared and approved by the subsidiaries after 31 March 2001, but which were
recognised by the Company as revenue in its financial statements for the year ended
31 March 2001; and (ii) recognised 1999/2000 final dividends from subsidiaries of
HK$25,173,000 which were declared and approved by the subsidiaries after 31 March
2000, but which were recognised by the Company as revenue in its financial statements
for the year ended 31 March 2000. The prior year adjustment resulted in a debit to the
amount of retained profits as at 1 April 2000 by HK$25,173,000. This change in
accounting policy has arisen from the adoption of revisions to SSAP 18, as further
detailed in notes 2 and 23 to the financial statements.
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8 JHEAFIE MY 43,753,000 ¢ - &
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9. Net profit from ordinary activities attributable to shareholders
(continued)

The effect of this change in accounting policy on the Company’s net profit for
the current year, was to increase the net profit by HK$43,753,000 to HK$71,926,000,
as disclosed above, representing the effect of the prior year adjustment of
HK$43,753,000.

10. R & 10. Dividends
Group and Company
RE BWMAE DT
2002 2001
HK$'000 HK$'000
FHIBRR - 2% BEREM25 Interim dividend - HK 2.5 cents (2001: HK 4 cents)
(ZOO— &£ B4l per ordinary share 29,096 43,753
BRAHES —SZEBEE 14U Proposed final dividend - HK 1 cent (2001: HK 1 cent)
(ZOO0—%F ! &8 14 per ordinary share 11,638 10,938
RRBHARBRE — & Proposed special final dividend - Nil (2001: HK 3 cents)
(ZOO0—# B3 per ordinary share - 32,815
40,734 87,506

BRkeA FERABREAE AL TARRNEDE
BRZBRRAFAEGLHE -

FR o AEBERMNEE T2 BBER
£ [HEAEEE D 2 BERAUBER
ME2 - AN SHBESITFSTEBEY . £
FEBE-OO—F=ZA=Z+—HLEFEZH
TRAR R 45 R R AR S 8 43,753,000 ST
AR USERERLFELAEHIRRARDA
B REFEEEERARETRHEREREETZ
BRAH REHEEREE S+ - HEEDEEHRD
FEERARAAAR-ZO0O-F=A=+—-F=
BzrnsafREmEE FEsEs 43,753,000
T

HESEFBREBHIN-_00=-F=A
ST-R 28 DERFEHRRERSEY
11,638,000 TE3t AREE HHEER ERA
AR FHERE T 28 KR RS HEKRE
PMRAEFZERETERA/LERZR
BEE-

The proposed final dividend for the year is subject to the approval of the Company’s
shareholders at the forthcoming annual general meeting.

During the year, the Group adopted the revised SSAP 9 “Events after the balance sheet
date”, as detailed in note 2 to the financial statements. To comply with this revised
SSAP, a prior year adjustment has been made to reclassify the proposed final and special
final dividend for the year ended 31 March 2001 of HK$43,753,000, which was recognised
as a current liability at the prior year end, to the proposed final dividend reserve account
within the capital and reserves section of the balance sheet. The result of this has been
to reduce both the Group’s and the Company’s current liabilities and increase the Group’s
reserves previously reported as at 31 March 2001, by HK$43,753,000.

The effect of this change in accounting policy as at 31 March 2002, is that the
current year’s proposed final dividend of HK$11,638,000 has been included in the
proposed final dividend reserve account within the capital and reserves section of the
balance sheet at that date, whereas in previous years it would have been recognised as
a current liability at the balance sheet date.
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11. 5B 11. Earnings per share
BRELAE BEEER The calculations of basic and diluted earnings per share are based on:
2002 2001
HK$'000 HK$'000
2 Earnings
FARFESREAREBEERFZRER Net profit from ordinary activities attributable to
B4 IE% 35 AR shareholders, used in the basic and diluted
earnings per share calculations 53,432,000 103,564,000
iav) Shares
ARHEESRERNEF ZEARNE 3T Weighted average number of ordinary shares in
5B B0 R F 98 issue during the year used in basic earnings
per share calculation 1,140,431,117 1,070,876,012
BREFTBREAFTARZBETEM L Weighted average number of ordinary shares
AR ES R BT B R & ¥ 9 assumed to have been issued at no
consideration on deemed exercise of all
share options outstanding during the year Note - -
AREEREEZR A8 RME T HE Weighted average number of ordinary shares used
in diluted earnings per share calculation 1,140,431,117 1,070,876,012

Wie B FABRENTEESHRELTEER
HFGE - Fit - FALERGEFK
TEHBIRERFERTETHRZLUE
1B 817 -

Note: The share option exercise price was higher than the average market price of the

Company’s ordinary share during the year. Accordingly, no shares were assumed to

have been issued at nil consideration on deemed exercise of the share options

outstanding during the year.
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