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Notes to Financial Statements
31 March 2004

CORPORATE INFORMATION

The registered office of China-Hongkong Photo Products
Holdings Limited is located at Canon’s Court, 22 Victoria
Street, Hamilton HM 12, Bermuda. The principal place of
business of the Company is located at 8/F, Tsuen Wan
Industrial Centre, 220, Texaco Road, Tsuen Wan, Hong

Kong.

During the year, the Group engaged in the marketing and
distribution of photographic, developing, processing and
printing products and the operations of retail photograph

developing and processing shops.

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

the British Virgin Islands.

IMPACT OF A REVISED STATEMENT OF STANDARD
ACCOUNTING PRACTICE (“SSAP”)

The following revised SSAP and Interpretation are effective
for the first time for the current year’s financial statements

and have had a significant impact thereon:

SSAP 12 (Revised): “Income taxes”

Interpretation 20: “Income taxes — Recovery of

revalued non-depreciable assets”

SSAP 12 prescribes the accounting for income taxes payable
or recoverable, arising from the taxable profit or loss for the
current period (current tax); and income taxes payable or
recoverable in future periods, principally arising from
taxable and deductible temporary differences and the carry-

forward of unused tax losses (deferred tax).

Interpretation 20 requires that a deferred tax asset or
liability that arises from the revaluation of certain non-
depreciable assets and investment properties is measured
based on the tax consequences that would follow from the
recovery of the carrying amount of that asset through sale.
This policy has been applied by the Group in respect of the
revaluation of its investment properties in the deferred tax
calculated under SSAP 12.
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Notes to Financial Statements

IMPACT OF A REVISED STATEMENT OF STANDARD
ACCOUNTING PRACTICE (“SSAP”) (Continued)
The principal impact of the revision of this SSAP on these

financial statements is described below:
Measurement and recognition:

deferred tax assets and liabilities relating to the
differences between capital allowances for tax purposes
and depreciation for financial reporting purposes and
other taxable and deductible temporary differences are
generally fully provided for, whereas previously the
deferred tax was recognised for timing differences only
to the extent that it was probable that the deferred tax
asset or liability would crystallise in the foreseeable

future;

a deferred tax asset has been recognised for tax losses
arising in the current/prior periods to the extent that it
is probable that there will be sufficient future taxable

profits against which such losses can be utilised; and

. since the deferred tax asset was arisen from a business
combination, a fair value adjustment was made to the

respective goodwill.

In addition, the related note disclosures are now more
extensive than previously required. These disclosures are
presented in note 10 to the financial statements and include
a reconciliation between the accounting loss and the tax

expense for the year.

Further details of these changes and the prior year
adjustments arising from them are included in the
accounting policy for deferred tax in notes 3 and 5 to the

financial statements.

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.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2004. 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.

Minority interests represent the interests of outside
shareholders in the results and net assets of the Company’s

subsidiaries.

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 results of subsidiaries are included in the Company’s
profit and loss account to the extent of dividends received
and receivable. 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.
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Notes to Financial Statements
31 March 2004

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.

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.

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.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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:

Leasehold land Over the unexpired
terms of the leases
Buildings 5%

Furniture, fixtures and

20% to 33'/3%
Machinery and equipment 20%

Motor vehicles 20%

leasehold improvements

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.

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, any rental
income being negotiated at arm’s length. Such properties
are not depreciated and are stated at their open market
values on the basis of annual professional valuations
performed at the end of each financial year, except where
the unexpired term of the lease is 20 years or less, in which
case depreciation is provided on the then carrying amount
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. Any subsequent revaluation
surplus is credit to the profit and loss account to the extent

of the deficit previously charged.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties (Continued)

On 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, processing and printing 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.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
which are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in
value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the

Group’s cash management.

For the purpose of the balance sheet, cash and cash
equivalents comprise cash on hand and at banks, including

term deposits, which are not restricted as to use.

Provisions

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.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Provisions (Continued)

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.

Income tax

Income tax comprises current and deferred tax. Income tax
is recognised in the profit and loss account or in equity if it
relates to items that are recognised in the same or a

different period, directly in equity.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying

amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable

temporary differences:

except where the deferred tax liability arises from the
initial recognition of an asset or liability in a transaction
that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor

taxable profit or loss; and

in respect of taxable temporary differences associated
with investments in subsidiaries except where the
timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax assets
and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax

assets and unused tax losses can be utilised:

. except where the deferred tax asset relating to the
deductible temporary differences arises from the initial
recognition of an asset or liability and, at the time of
the transaction, affects neither the accounting profit nor

taxable profit or loss; and
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Income tax (Continued)
in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be
available against which the temporary differences can

be utilised.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Conversely, previously unrecognised deferred tax
assets are recognised to the extent that it is probable that
sufficient taxable profit will be available to allow all or part

of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively

enacted at the balance sheet date.

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

payment has been established;

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

interest rate applicable; and

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

terms.
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31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits

Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar year basis.
Under certain circumstances, such leave which remains
untaken as at the balance sheet date is permitted to be
carried forward and utilised by the respective employees in
the following year. An accrual is made at the balance sheet
date for the expected future cost of such paid leave earned

during the year by the employees and carried forward.

Employment Ordinance long service payments

Certain of the Group’s employees have completed the
required number of years of service to the Group in order to
be eligible for long service payments under the Hong Kong
Employment Ordinance in the event of the termination of
their employment. The Group is liable to make such
payments in the event that such a termination of
employment meets the circumstances specified in the
Employment Ordinance. A provision is recognised in
respect of the probable future long service payments
expected to be made. The provision is based on the best
estimate of the probable future payments which have been
earned by the employees from their service to the Group to

the balance sheet date.

Pension schemes

The Company operates a defined contribution Mandatory
Provident Fund (the “MPF scheme”) under the Mandatory
Provident Fund Schemes Ordinance and a defined
contribution occupational retirement scheme (the “ORSO
scheme”) under the Occupational Retirement Schemes
Ordinance. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to profit
and loss account as they become payable in accordance
with the rules of the schemes. The assets of both schemes
are held separately from those of the Company in
independently administered funds. The Company’s employer
contributions to the MPF scheme vest fully with the
employees when contributed into the MPF scheme. The
Company’s employer contributions to the ORSO scheme

vest fully according to the rules of the ORSO scheme.

The employees of the Group’s subsidiaries which operate in
PRC are required to participate in a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of their covered payroll to the central pension scheme. The
contributions are charged to the profit and loss account as
they become payable in accordance with the rules of the

central pension scheme.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)

Share option scheme

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. The financial impact of share options granted
under the share option scheme 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 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, or which lapse, are deleted from the register of

outstanding options.

Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the capital and
reserves section of 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.

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.

Foreign currencies

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

dealt with in the profit and loss account.

On consolidation, the financial statements of overseas
subsidiaries are translated into Hong Kong dollars using the
net investment method. The profit and loss accounts of
overseas subsidiaries are translated to Hong Kong dollars at
the weighted average exchange rates for the year, and their
balance sheets are translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet date. The
resulting translation differences are included in the

exchange fluctuation reserve.
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Notes to Financial Statements
31 March 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purpose of the consolidated cash flow statement,
the cash flows of overseas subsidiaries are translated into
Hong Kong dollars at the exchange rates ruling at the dates
of the cash flows. Frequently recurring cash flows of
overseas subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted average

exchange rates for the year.

SEGMENT INFORMATION

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
the 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, processing

products and printing products;

(b) the retail segment engages in the provision of film
processing; photo finishing services and the 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 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 cost plus

mark up of approximately 2%.




Y 1% R R M 5 Notes to Financial Statements

—OOWmFE=A=+—H 31 March 2004
4. 2HEHR (#F) 4. SEGMENT INFORMATION (Continued)
(@ ¥%5 8 (a) Business segments

TRHEINAEEIPEEK BB W The following tables present revenue, profit/(loss) and
&# A (BERETEE - 8F certain asset, liability and expenditure information for
RBEAZZER - the Group's business segments.
Group Wholesale segment Retail segment Corporate and Other Eliminations Consolidated
&8 HBER TEER LERAEM 3 24

2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000

(Restated) (Restated)
(23)) (B3

FRRE : Segment revenue:
PREFZHER Sales to external customers 1,538,690 196,738 - 1,735,428
DEEZHEER Intersegment sales 39,745 - . _
2t Other revenue 53,186 1,346 2,022 56,554
1,631,621 198,084 2,022 1,791,982
FASWA Interest income 701
BHAE Total revenue 1,792,683
FEEE Segment results 44,351 (28,026) (391) 15,934
LY ON Interest income 701

LEFH 2R Profit/(loss) from

/ (F#8) operating activities 16,635
BERK Finance costs (188)
BREAREN/ (HB) Profit/(loss) before tax 16,447
A Tax 3,463

DUREBBAEA,/  Profit/(loss) before
(F18) minority interests 19,910
DYRRER Minority interests (1,485)

REEEEEEH2 Net profit/(loss) from
&H/ (EEE) ordinary activities

attributable to shareholders 18,425
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4. DEER (&) 4. SEGMENT INFORMATION (Continued)

(a) ¥¥ 98 (&) (a) Business segments (Continued)
Group Wholesale segment Retail segment Corporate and Other Consolidated
&8 BEEH TEER TERAM B

2004 2003 2004 2003 2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated)

(E51) (E51)

AEEE
ROBEE

BEE

PEER
ROBER

Baf

Hius BEH
REREH
(E5)
BEEERESR
EXRX
ERRAERFS
E2:4
ERAERNS
ZE#
REEBE

REEEER

EFRURE

Segment assets

Unallocated assets

Total assets

Segment liabilities

Unallocated liabilities

Total liabilities

Other segment information:

Depreciation and amortization
(restated)

Impairment losses on fixed assets

Capital expenditure

Surpluses on revaluation
recognised directly in equity

Deficit on revaluation recognised
directly in equity

Provision for bad and
doubtful debts

Provision for slow-moving
inventories

Provision for subsidies

1,103,569

192,535

17,017
4,010
8,708

2,764

9,953
11,796

(b) WESE

THRHAJNAEBHEEB 2RE R
® 8A (BRIRETEE &8

X ZER -

(b) Geographical segments

19,269

1,419,810

1,419,810
7,652 251,632
3,400

255,032

672 37,285
4,010

865 30,576

50

50

2,764

10,127
11,796

The following tables present revenue and certain asset

and capital expenditure information for the Group’s

geographical segments.




BA RS SRR M R

—OOmFE=R=+—H

4.

PEER (8)
(b) HWEDE (F)

Notes to Financial Statements
31 March 2004

4. SEGMENT INFORMATION (Continued)

(b) Geographical segments (Continued)

Group Hong Kong Elsewhere in the PRC Corporate and other Consolidated
&8 £33 TEEBEE DERALM &8
2004 2003 2004 2003 2004 2003 2004 2003
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
(Restated) (Restated)
(E5) (E5)
FEWE : Segment revenue:
NREFZHEE  Sales to external customers 1,505,049 230,379 - 1,735,428
HthpBEH Other segment information:
SHEE Segment assets 1,162,578 237,962 19,270 1,419,810
EXRX Capital expenditure 24,889 4,822 865 30,576
EFERE 5. PRIOR YEAR ADJUSTMENTS

M REM T 2550 > SRR FRRME
STEBENEI2F KB MBERELH
BEERARRRASRZEBEARR CBEH
BEF) AEEZEEREBEBEETERE
AEER-ZZ-FNAKBZETHEL
AleHERE ANEECELEHEEES
BESIEHE HEGHERRREH_-_ZTZT
—ER-ZEZ=FMNA—BHOER UK
HEZ-ZZ=F=A=+—HLIBEWIE
HERMFESR

A) BEEE:
(i) RZZEZEZ-_FR-_ZTT=FMNMA
—-BEEEERLBE
13,741,0007T ;

(i) RZBE_ER_-_ZTZE=FNA
—HEERGHEEI R B
458,000t & & ¥ 1,144,0007T ;
&

(iii) BE=ZEE=F=ZA=+—HL
FEHMBHEERLD BY686,000

JC °

B) BREZEBEEE :
(i) BRAR-ZEZE_FWNA—HIEELE
HEEZEBEY 1,698,000 ; &

(i) WMBE=-_ZTE=F=A=+—
HIEFEREEM 1,608,000 2
RS (EEREEESHE)

As detailed in note 2 to the financial statements, with the

adoption of SSAP 12 (Revised) during the year, the Group

has recognised a deferred tax asset, to the extent that it

was probable that there will be sufficient taxable profits

against which losses can be utilised, retrospectively in the

prior years. The Group’s deferred tax assets principally arose

from tax losses carried forward by certain subsidiaries which

were acquired by the Group in August 2001. The deferred

tax assets arising therefrom accordingly resulted in a

restatement of goodwill. The effects of this change in

accounting policy on the opening balances as at 1 April
2002 and 2003 and on the profit and loss account for the

year ended 31 March 2003 are:

(A) Restatement of goodwill:

(i) to reduce the amount of goodwill by

HK$13,741,000 as at 1 April 2002 and 2003;

(ii) to reduce the accumulated amortisation of goodwill
as at 1 April 2002 and 2003 by HK$458,000 and
HK$1,144,000, respectively; and

(iii) to reduce the amortisation charge of goodwill for
the year ended 31 March 2003 by HK$686,000.

(B) Recognition of a deferred tax asset:
(i) to recognise a deferred tax asset of HK$ 1,698,000

at 1 April 2002; and

(ii) to increase the tax charge of HK$1,698,000 for the

year ended 31 March 2003 representing the

utilisation of the deferred tax asset.
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—OOm&E=A=1+—H 31 March 2004
5. EFAB (&) 5. PRIOR YEAR ADJUSTMENTS (Continued)
BREMARBEZFZEMITENT - The net impact arising from (A) and (B) above, is
summarised below:
Increase/(decrease)
#gn, CR)
Profit for the Retained Retained
year ended profits as at profits as at
31 March 1 April 1 April
2003 2003 2002
BHZ=ZBR=+—H HRMEA—A R A—H
i Fl R & Fl R = F
HK$’000 HK$’000 HK$’000
(A) BHEHE (A) Restatement of goodwill 686 (12,597) (13,283)
(B) ¥R (B (B) Recognition/(utilisation)

EEFRBEBEE of deferred tax asset (1,698) - 1,698
(ARBEZFFE Net impact of (A) and (B) (1,012) (12,597) (11,585)
SERBERELEFESHFED AN MB Further details of the movements of the Group’s goodwill and
WEM T 16K 24 © deferred tax are disclosed in notes 16 and 24 to the financial

statements, respectively.
6. EXERKA 6. TURNOVER AND REVENUE
EEBIEHEEER 2B EFE (BB Turnover represents the net invoiced value of goods sold, net
RRE)REMFPEORBFEZWA of trade discounts, allowances for returns, and income from
the rendering film processing and photo finishing services.
EEHERRAZIWNAOT : An analysis of turnover and revenue is as follows:
2004 2003
HK$’000 HK$’000
EE 2 Turnover:
Em#HE Sale of goods 1,593,993
4 ED BR 7% WA Income from the rendering film processing
and photo finishing services 141,435
1,735,428
Hibg A - Other revenue:
F B WA Interest income 701
Hel A FE Rental income, net 1,686
HEm 2R Subsidies received from a supplier 49,413
HEREEE RS Gain on disposal of fixed assets 902
HAtb Others 4,553

57,255
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31 March 2004

7. PROFIT/(LOSS) FROM OPERATING ACTIVITIES
The Group’s profit/(loss) from operating activities is arrived

GPNE at after charging/(crediting):
Notes 2003
M 5 HK$'000
(Restated)
(B3
HEFERAE Cost of inventories sold 1,366,745
12 AR 75 B A Cost of services rendered 72,316
ZEEME Auditors’ remuneration 1,308
e Depreciation 14 35,087
EEHHE Amortisation of goodwill* 16 2,198
T REFZ Minimum lease payments under
BREMALES operating leases
on land and buildings 36,861
HEBEEERE Loss on disposal of fixed assets** -
B E Provision for subsidies*** 11,796
FHFEERE Provision for slow-moving inventories*** 10,127
RIZREBHE Provision for bad and doubtful debts** 2,764
EEEERBEREE " Impairment losses on fixed assets** 14 4,010
EIRK (BERTF Staff costs (including directors’
ol v EEME - remuneration as set out in note 9
EBHBRUEYHEE but excluding benefits in kind):
Z@A)
IER¥E Wages and salaries 97,355
EREFTEIMHA Pension scheme contributions 4,452
o WIR Uz B ***  Less: Forfeited contributions**** (523)
BARESTEIHRER Net pension contributions 3,929
BB TR A Total staff costs 101,284
ERBX B8 Exchange losses, net 2,858
e W A5 Gross rental income (1,820)
DA Less: outgoings 134
WA FE Net rental income (1,686)
* FRACEEEMEONEGEEESERIITH * The amortisation of goodwill for the year is included in

x| WA -

“Administrative expenses” on the face of the consolidated

profit and loss account.

v ZESHEBORGEBEBERIEMEEM

o

Items are included in “Other operating expenses” on the face

X1 —HWANER - ! '
of the consolidated profit and loss account.
wkx i Y A= A4 SR
RERACREERERMBERK] *** Items are included in “Cost of sales” on the face of the
— oI - consolidated profit and loss account.
s RMZEBEWMF=ZR =+ - HAERIK **** As at 31 March 2004, there were no forfeited pension scheme

KRB 2 B RBOR ARG EIGR (2

T=F:HE)

(2003: Nil).

contributions available to reduce contributions in future years
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8. EEKA 8. FINANCE COSTS

2004 2003
HK$’000 HK$’000

MERKN (NER—FRAEHY Finance costs represent interest expenses

HBEZEREREBERZ on trust receipt loans wholly repayable
FIERX) within one year 188
9. EEMERENBESTFMES 9. DIRECTORS’ REMUNERATION AND FIVE HIGHEST
PAID EMPLOYEES
RBELTRARAAEOAEIGIHREEZE Directors’ remuneration for the year, disclosed pursuant to
EMeaT : the Listing Rules and Section 161 of the Companies
Ordinance, is as follows:
2004 2003
HK$’000 HK$’000
ne Fees 620
HibB 2 : Other emoluments:
e ZHRNEBEYHE Salaries, allowance and benefits in kind 6,053
2 18 F
IF 58 il M TE AL Discretionary bonuses 358
RIS AR Pension scheme contributions 600
7,631
WEEREENFBEBIFATEST B Fees include HK$320,000 (2003: HK$320,000) payable to
320,000t (ZZEZE =% : B % 320,000 the independent non-executive directors. There were no
) FRUEHMENSTFELFPITES other emoluments payable to the independent non-
ZHE (ZEE=F : &) - executive directors during the year (2003: Nil).
FAMSBAETIEEB2ES AL : The remuneration of the directors during the year fell within
the following bands:
Number of directors
BEAY
2004 2003
b — &% 1,000,0007T Nil - HK$1,000,000 8
7% 1,000,001 7t — # % 1,500,0007T HK$1,000,001 — HK$1,500,000 -
78 #5 3,500,001 7T — & #4,000,0007T HK$3,500,001 — HK$4,000,000 1
9
FRUBEMRHEEESHERRDZREE There was no arrangement under which a director waived or

A& - agreed to waive any remuneration during the year.
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Notes to Financial Statements
31 March 2004

9. DIRECTORS’ REMUNERATION AND FIVE HIGHEST
PAID EMPLOYEES (Continued)
Employees’ remuneration
The five highest paid individuals during the year comprise
three (2003: four) executive directors, details of whose
remuneration are set out above. Details of the remuneration
of the remaining two (2003: one) highest paid employee for

the year are set out below.

2004 2003
HK$’000 HK$°000

EXHE - BRREE - Basic salaries, housing, other allowances
HinZHRUBEMHERR and benefits in kind 2,339
ERSFEHER Pension scheme contributions 12
2,351

HEWAETIBEZFEERKESHMNE
BAH:

The remuneration of the non-directors, highest paid
employees whose remuneration fell within the following

bands is as follows:

Number of employees
EEAH

2004 2003

&= — 78 % 1,000,000
7 %5 1,000,001 7T — & ¥ 1,500,0007T
7 % 2,000,001 7T — % #2,500,0007T

Nil — HK$1,000,000
HK$1,000,001 — HK$1,500,000
HK$2,000,001 — HK$2,500,000

Bi IR
BRNEHREFANEEBMEM 2 AHER
BlaF  REHEHBELRAEE 2T ARKE
BR BRRAIZTEHA(ZEZ=
FIHOZTAN)ERBER - CHBNZE
BREHER_ZT=F "ZZNEFF
EREN  YEARBE-2ENF=A=
T-RLFEZFREBREZERT - B
BERTEFORESHEZEARTHELR
BRTEN MEBEREFETEHE -

10. TAX
Hong Kong profits tax has been provided at the rate of
17.5% (2003: 16%) on the estimated assessable profits
arising in Hong Kong during the year after offsetting certain
amounts of the tax losses carried forward by certain
subsidiaries of the Group. The increased Hong Kong profits
tax rate became effective from the year of assessment 2003/
2004, and so is applicable to the assessable profits arising
in Hong Kong for the whole of the year ended 31 March
2004. Taxes on profits assessable in the PRC has been
calculated at the rates of tax prevailing in the PRC, based on
existing legislation, interpretations and practices in respect
thereof.
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10. B 18 (&) 10. TAX (Continued)

2004 2003
HK$’000 HK$’000
(Restated)
(E5)
£8: Group:

RE-F#E Current — Hong Kong
FRXH Charge for the year (4,380) (3,181)
EFERERE Overprovision in prior years 154 8,400
KE-hER Current — PRC (103) (58)
IR E B 08 (B FE24) Deferred (Note 24) - (1,698)
FRRERR (ZH) Total tax credit/(charge) for the year (4,329) 3,463

ERARAAREMBARAKEMBRARZE
EREHEZHRHRAEN 2 BERRERX
HEZEERRERAE AR 2R UK
EARR (AEERR) BEERE YR

A reconciliation of the tax expense applicable to profit
before tax using the statutory rates for the countries in
which the Company and its subsidiaries are domiciled to the

tax expense at the effective tax rates, and a reconciliation

wT of the statutory tax rates to the effective tax rates, are as
follows:
Group 2004
AEB-ZZTNEF
Hong Kong PRC Total
R H @t
HK$°000 % HK$'000 % HK$'000 %
BRHAIEE Loss before tax (26,118) (31,245) (57,363)
REEREAEZHAE Tax at the statutory tax rate (4,5T1) 17.5  (10,311) 33.0 (14,882) 25.9
FEIE WA 2B E PRC tax on deemed income - - 101 (0.3) 101 (0.2)
RERHNBHEZAE Adjustments in respect of
current tax
of previous periods (154) 0.6 - - (154) 0.3
REABEA Income not subject to tax (38) 0.1 (330) 1.1 (368) 0.6
AAMB R H Expenses not deductible
for tax 2,359 (9.0 49 (0.2) 2,408 (4.2)
BATHNESR Tax losses utilised from
previous periods (11,961) 45.8 - - (11,961) 20.9
TRZEE Losses carried forward 15 (0.1) 10,594 (33.9) 10,609 (18.5)
ABRELEHE Deferred tax assets not
recognised 18,576 (71.1) - - 18,576 (32.4)
RAREERBEGEL Tax charge at the Group’s
BIEX effective rates 4,226 (16.2) 103 (0.3) 4,329 (7.6)
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10. TAX (Continued)

Group 2003
AEB-ZE=F
Hong Kong PRC Total
N H @t
HK$’000 % HK$’'000 % HK$'000 %
BEAER (B8 Profit/(loss) before tax 37,224 (20,777) 16,447
BEEREGEZHE Tax at the statutory tax rate 5,956 16.0 (6,856) 33.0 (900) (5.5)
FEIES WA 2B PRC tax on deemed income - - 57 (0.3) 57 0.3
RERHNBHEZAE Adjustments in respect of
current tax of
previous periods (8,400) (22.6) - - (8,400) (51.1)
THBBA Income not subject to tax (880) (2.4)  (1,066) 5.1 (1,946) (11.8)
AAMBXE Expenses not deductible for tax 1,113 3.0 - - 1,113 6.8
BRABNESE Tax losses utilised from
previous periods (2,127) (5.7) - - (2,127) (12.9)
FRzE#R Losses carried forward 6 - 7,922 (38.1) 7,928 48.2
AEDELHE Deferred tax assets
not recognised 812 2.2 - - 812 4.9
REEEERHENEZ Tax charge/(credit) at the
REXE Group's effective rates (3,520) (9.5) 57 (0.3) (3,463 (21.1)

BREGCESEH AR (FR)
RARMBHREARN BE_STNF=A=
T-BLEERAMEEBRREMEEER
Z AR BB 125,490,000t (Z BT =

F : B%32,828,0007T) °

’E

11. NET PROFIT/(LOSS) FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS
The net profit from ordinary activities attributable to
shareholders for the year ended 31 March 2004 dealt with

in the financial statements of the Company amounted to
HK$125,490,000 (2003: HK$32,828,000).

12. DIVIDENDS

Group and Company

HH - SEERBY L (R
(ZZ2Z=F :BE2)
BRAP-S8LER
B 104l (45 51)
(ZZEZT=F BB L)

Interim — HK1 cent (special)
(2003: HK2 cents) per ordinary share
Proposed (special) final — HK$10 cents
(special) (2003: HK1 cent (special))

per ordinary share

EERDA
2004 2003
HK$’000 HK$’000
11,638 23,277
116,383 11,638
128,021 34,915
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13. BRBF| 13. EARNINGS/(LOSS) PER SHARE
BREARBERRER(FH#B) The calculations of basic and diluted earnings/(loss) per
share are based on:
2004 2003
HK$’000 HK$’000
(Restated)
(E3)
B F Earnings
ARFESREAREERETF Net profit/(loss) from ordinary activities
(BB 2B REMLERE attributable to shareholders, used in
ELHF the basic and diluted earnings/(loss)

per share calculations 18,425,000

B 5 Shares
ARTESREALRRA, (FIB) Weighted average number of ordinary shares
ZFREBTEBER in issue during the year used in basic
InREFHE earnings/(loss) per share calculation 1,163,828,377
BREBHTERENREANEZE  Weighted average number of ordinary
BTEmUEEEL X ET shares assumed to have been issued at no
ZERMETHH (K consideration on deemed exercise of all

share options outstanding during the

year (note)

ARGTESRBERRT Weighted average number of ordinary
() 2EBRMEFITH shares used in diluted earnings/(loss)

per share calculation 1,163,828,377

W FABRENTEESRAAAEBERY Note: The share option exercise price was higher than the average
FHTHE Bl FREERDPERTRE market price of the Company’s ordinary share during the year.
B RERERTEMWBRABREER Accordingly, no shares were assumed to have been issued at
17 ° nil consideration on deemed exercise of the share options

outstanding during the year.
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14.BEEE 14. FIXED ASSETS
Group
=
Furniture,
Leasehold fixtures and Machinery
land and leasehold and Motor
buildings improvements equipment vehicles Total
X
HEL KERHEE
kiEgF MEEE HBERRB RE &t
HK$’000 HK$’000 HK$ 000 HK$’000 HK$’000
A Cost:
£ At beginning of year 175,482 80,694 115,002 10,191 381,369
Bl Additions - 2,101 6,717 539 9,357
HE Disposals - (5,681) (1,929) (2,113) (9,723)
BREMEEA Transfer from investment
(Mt &EE15) * properties (note 15)* 669 - - - 669
BREREWHE Transfer to investment
(FFzE15) * properties (note 15)* (37,654) - - - (37,654)
R-ZZEETNF At 31 March 2004 138,497 77,114 119,790 8,617 344,018
=ZA=+-—H
ERFERAE: Accumulated depreciation
and impairment:
F4) At beginning of year 55,036 62,913 54,248 8,466 180,663
FRBHE Provided during the year 6,427 6,524 15,062 997 29,010
FRARBERK Impairment during the year
ARZRE recognised in the
profit and loss account 1,906 - 2,750 - 4,656
HE Disposals - (2,826) (1,872) (2,083) (6,781)
EREREYE Transfer to investment
(PFF&E15) * properties (note 15)* (8,379) - - - (8,379)
R-ZZZONF At 31 March 2004 54,990 66,611 70,188 7,380 199,169
ZA=+-—H
RREFE - Net book value:
R-ZZZMF At 31 March 2004
=A=+-—8 83,507 10,503 49,602 1,237 144,849
R-BZ=F
=A=+—8 At 31 March 2003 120,446 17,781 60,754 1,725 200,706

- FR o AEEBHURFER 2 HE L i
REFHEEHETE=F RUEREEAAH
REB20275000 v HEREH D ES
REYE —BUREBZREMEINRE
ARAEBYE  HiBM¥669,000T 2 E
ARXBAHEH D BRBEEEE °

During the year, certain of the Group’s leasehold land and
buildings situated in the PRC were leased to third parties and
accordingly, reclassified to investment properties at their
respective carrying value of HK$29,275,000 at the dates when
the buildings were leased. An investment property situated in
Hong Kong was reclassified to fixed assets at its market value
of HK$669,000 at the date of transfer.
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14. B EEE (&) 14. FIXED ASSETS (Continued)
LE+#REFDRTIEBRFS : The lease terms of the land and buildings are as follows:
Hong Kong PRC Total
=B P E CEi
HK$’000 HK$’000 HK$’000
RHHEY Long term leases - 41,375 41,375
FHEIFAE A Medium term leases 57,176 39,946 97,122
57,176 81,321 138,497
Company
KA F
Furniture,
fixtures and
leasehold Office
improvements equipment Total
B £RR
HEWEEE RERME A&t
HK$’000 HK$’000 HK$’000
R : Cost:
F4 At beginning 140 725 865
12 10 Additions 49 91 140
R-_EZEWME=A=+—H At 31 March 2004 189 816 1,005
EBITE : Accumulated depreciation:
F4 At beginning of year 14 79 93
FRER Provided during the year 33 152 185
R-ZZEZEWNFE=ZA=+—H At 31 March 2004 47 231 278
BRERE : Net book value:
R-ZZZWE At 31 March 2004
=A=+—8 142 585 727
R-ZBE=F At 31 March 2003
ZA=+-—H 126 646 772
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15. REYW X 15. INVESTMENT PROPERTIES
Group
AE
2004 2003
HK$’000 HK$’000
F19 At beginning of year 17,649
BEHELHREFEA Transfer from leasehold land and
(MzE14) buildings (note 14) -
ERZHELHMEET Transfer to leasehold land and
(MtzE14) buildings (note 14) (13,680)
EMBAN () Surplus/(deficit) on revaluation (50)
R=ZA=+—8  ®BR&EE At 31 March, at valuation 3,919
RiE DN BREFE Analysis of net book value by
geographical location:
NREBZPBHBENYE Medium term leasehold properties
situated in Hong Kong 3,919
RPE BN E Medium term leasehold properties situated
in the PRC —
R=ZA=+—8  RHE At 31 March, at valuation 3,919

REVERBIDTEERGEMERT
(Chung, Chan & Associates)id = Z & I F
ZA=ZT-HREENBERAFETERELE
ETEM  BEMELEZRFIBES,375,000
T(ZZZ=F : FEB¥50,0007) Bt
REMESHREBRMEBR -

HREZERAEMREVETIELERE
B MABRAEEREVESHRERE
FERLIE o

REMXCELLANBTE=F  HFE
ERCHERMBRERME29 - FERAKEER
EYEZE-SHBRRRFRESIH -

The investment properties, were revalued by an
independent professionally qualified valuers, Chung, Chan &
Associates, on an open market basis, based on their existing
use, at 31 March 2004. The surplus arising from this
revaluation of HK$3,375,000 (2003: deficit of HK$50,000)
was credited to the investment properties revaluation

reserve.

Deferred tax has not been provided on the revaluation of
the investment properties of the Group because, in the
opinion of the directors, the revaluation of such properties

would not result in a material tax liability.

The investment properties are leased to third parties under
operating leases, further summary details of which are
included in note 29 to the financial statements. Further
particulars of the Group’s investment properties are

included in page 51 of the annual report.
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16. B&E 16. GOODWILL
HABEHRB AR MIMEEEARSINGEE The amounts of the goodwill capitalised as an asset or
EEBERNER-EHEHENT : recognised in the consolidated balance sheet, arising from
the acquisition of subsidiaries, are as follows:
HK$’000
RAE : Cost:
FY > WHREBEARSE At beginning of the year, as previously reported 57,677
AFEAB-SHEKED 12 Prior year adjustment — SSAP 12
- BIHEBKSHAEZ - restatement of deferred tax arising from
EREFE (M5ES5) a business combination (note 5) (13,741)
R-ZEZE=FWMA—HBRK As restated at 1 April 2003 and balance
—EEMF=ZA=T-—HZEHRET at 31 March 2004 43,936
EE 3 Accumulated amortisation:
RE 1) At the beginning of year
MBRR|E As previously reported 4,807
AFERAB-SHEBKED 12 Prior year adjustment — SSAP 12
—BIHEBEHABZEL — restatement of deferred tax arising from a
18 (Mf=E5) business combination (note 5) (1,144)
KES As restated 3,663
FREE Provided during the year 2,198
5,861
R FE Net book value:
R-ZZEZENF=ZRA=+—H At 31 March 2004 38,075
MRZBEE=F=ZA=+-—-H(EEH) At 31 March 2003 (as restated) 40,273
17. R B AR 2 & 17. INTERESTS IN SUBSIDIARIES
Company
ANAF
2004 2003
HK$’000 HK$’000
FLETRMD  EAAK Unlisted shares, at cost 193,540 193,540
WK EBATIRBERE Long term balance due from a subsidiary 601,595 605,531
795,135 799,071

FEWL R B A B R B RE Short term balance due from a subsidiary 116,383 11,638
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17. R BRAR 2w (F)
EETHBARZRULEFARER 28
BEARKKI2EARER - €5 T HE

17. INTERESTS IN SUBSIDIARIES (Continued)
The long term balance with a subsidiary is unsecured,

interest-free and will not be repayable within the next 12

DNEEREERERRES

REBERE

iR REXERERBEE -

AEEETZEMNBEATERMOT ¢

months. The short term balance due from a subsidiary is

unsecured, interest-free and repayable on demand.

Particulars of the principal subsidiaries of the Group are

shown as below.

Nominal value

Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
SRITEBR
BRSL/5E i 3t Bh R A5 AR AE A RA
=L K& Eih R EXRHEE EmEDE FTEEH
Direct Indirect
BHE CiEE3
Beijing Fuji PRC Registered - 51 Property
Colour Equipment L capital holding
Company Limited**/# us$2,200,000 MERH
LtRETEERRE AMmEAR
BRAR# 2,200,000% T
Callas Investments Hong Kong Ordinary - 100 Property
Limited =i HK$2 holding
EENREARLHT bk v MERKE
China-Hongkong British Virgin Ordinary - 100 Investment
Photo Retail Islands/ Uss$1 holding
Limited PRC EBEIET REZER
TEBREZERRAT KEELZER
HE
C.Y. Sun Holdings British Virgin Ordinary 100 - Investment
Limited Islands Uus$10,000 holding
REELHSB 38 10,000% T REEZR
Fotomax (F.E.) Ltd. Hong Kong Ordinary - 100 Provision of
REE GER) AF BB HK$1,000,000 photographic,
] developing and

7 # 1,000,000

processing services
and retail of
photographic
merchandise
RAE R ENBR S R
BEREMNTE
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17. INTERESTS IN SUBSIDIARIES (Continued)

Nominal value

Place of of issued Percentage

incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities

EBITEER

B3R i 2 B A5 A0 A EAE R A
=L SR ::8 1 EXRHEE BEADL FTEEH

Direct  Indirect

B Sk
Fuji Graphic Arts Hong Kong Ordinary - 100 Marketing and
Products Co., Ltd. BB HK$10,000 distribution of
=8 printing products
7 #10,0007T HEER A HE R B8
Fuji Medical Products Hong Kong Ordinary - 100 Marketing and
Limited =i HK$2 distribution of medical
(formerly known as R imaging products
Nice Image Limited) B 2T EEREHEHBRSTR
(AT & % Nice Image Limited) Em
Fuji Photo Products British Virgin Ordinary - 100 Purchase agent
(China) Co., Limited Islands/ us$10,000 of photographic
Hong Kong R goods
KBEZHES 10,0003 7T RBBRYER

SEBE

Fuji Photo Products Hong Kong Ordinary - 100 Marketing and
(China) Co., Ltd. HK$1,000 distribution of
ETEEEMN BB B photographic,
(FE)BRAF 7 #51,0007T developing and
processing products
HEREH
BAEHENE @
Fuji Photo Products Hong Kong Ordinary - 100 Marketing and
Company, Limited BB HK$10,000,000 distribution of
ETEREBENERAF 8. photographic,
7 10,000,0007T developing and
processing products
HEERCHBERNMOER
Great Earnings Hong Kong Ordinary - 100 Property
Investments Limited =8 HK$2 holding
HEREFRDA g MERH

B2
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Nominal value

17. INTERESTS IN SUBSIDIARIES (Continued)

Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
EBITEER
B3R i 2 BRA A0 A EAE R A
=X SR ::8 1 EAXAHEE BRBEDL FTEXK
Indirect
B
Hainan Fuji Colour PRC Registered 100 Property
Equipment Company i capital holding
Limited*/# HK$5,000,000 MERKE
BEETEERME AMER
BRAR# 7 ¥ 5,000,0007T
Imaging and Information Hong Kong Ordinary 100 Marketing and
Products Trading BB HK$1,000 distribution of
Limited ZR photographic,
EEHERENER & 1,000 developing and
EZEBRDAE processing products
EEREHBERPOER
Majestic Income Hong Kong Ordinary 100 Property
Limited &8 HK$2 holding
BEERDA g MERFH
B2
Orderly Mind Hong Kong Ordinary 100 Property
Enterprises Limited BB HK$2 holding
BBRLEEXBRAF RG] MERFH
B2
Palace Glory Limited Hong Kong Ordinary 100 Property
WEBRDQA &8 HK$2 holding
RG] MERH
B2
Pride High Company Hong Kong Ordinary 100 Property
Limited &8 HK$2 holding
BABRQF g MERH
B2
Sky Rich (Asia) Hong Kong Ordinary 100 Property
Limited &8 HK$2 holding
AECGEMBRLF g MERH
B2
Sky Year Resources Hong Kong Ordinary 100 Property
Limited &8 HK$2 holding
REERBER2F g MERFH

B2
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17. R B AR 2 & () 17. INTERESTS IN SUBSIDIARIES (Continued)
Nominal value
Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
ERTEER
R 7 it B B A5 ARAREERE
=X SR iR EAHEE BEBEOL FTEXEK
Direct Indirect
=% SE:3
Zhuhai Realscore PRC Registered - 51 Dormant
Photosensitive HE capital R
Material Making HK$14,500,000
Company Limited**/# = it & A
R BB AR 4 7% 14,500,0007T
BRAT S #
hREtE (LE) PRC Registered - 100 Marketing and
ERESERAR+ P E capital distribution of printing
us$300,000 products in PRC
= & A RHEEE
300,0003 7T RGHPEDER
- ZEMBARUNEBECERPEZM - *  These subsidiaries were registered as wholly-owned foreign investment
enterprises in the PRC.
= ZEMBARUMNERERNREZM - **  These subsidiaries are foreign enterprises registered in the PRC.
# WHABBRKEHMEHEMRNZKER K #  Not audited by Ernst & Young Hong Kong or other Ernst & Young
BARZY - International member firms.
ERFIIDESEIRULEERFEEE The above table lists the subsidiaries of the Company which,
BEARFERLAEEFEETEINDZH in the opinion of the directors, principally affected the
BAR - EEERA 0 MIIEEMKHEL R results for the year or formed a substantial portion of the
ZHEEEERBERAR - net assets of the Group. To give details of other subsidiaries

would, in the opinion of the directors, result in particulars of

excessive length.
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18. B & 18. INVENTORIES

SEFEIEAMEECRANODER - B
HER KEMBEFERUSRFAETER
B 19,490,000t (ZEE=F : B
854,0007T) °

19. EWRERERE 19.

FEBHEHBEE 2R ERURKRAAET -
EHEF-—REZFELAR -BEBEEAR
RRHE=THEAER EBNORIER
WRMAERZE—BE=-1TH - BUEFHYA
BEEERE  UMSREEELE K&
B2 0 BRAR R IR B 2 AR TR » IR
FEEFFMUSEREFEERR -SEBE
BABEHREEPRN -

BRHBETE  UTANBRBERERRE
RRBHIRER DT

Inventories principally consist of photograph developing and
processing products for resale. At the balance sheet date,
the amount of inventories held by the Group, carried at net
realisable value was HK$19,490,000 (2003: HK$854,000).

TRADE AND BILLS RECEIVABLES

Trading terms with customers are largely on credit, except
for new customers, where payment in advance is normally
required. Invoices are normally payable within 30 days of
issuance, except for certain well established customers,
where the terms are extended to 120 days. Each customer
has a maximum credit limit approved by senior
management. The Group seeks to maintain strict control
over its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are

regularly reviewed by senior management.

An aged analysis of trade and bills receivables net of

provisions, based on the overdue date, is detailed below.

Group
&
2004 2003
HK$’000 HK$’000
BNERZE =@ A Current to 3 months 294,484
ZX1EA 4 to 6 months 62,967
tZNEA 7 to 9 months 36,095
hEA UL Over 9 months 9,960
403,506
20 ReREESZEEER 20. CASH AND CASH EQUIVALENTS
Group Company
rEE D E
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$'000
BeRHEELEEER Cash and cash equivalents:
RERRITHEE Cash and bank balances 311,020 1,473
R-—ERIBEHER Time deposits with
maturity within one year 48,395 -

359,415 1,473
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20.

21.

22.

23.

ReRBEeESEER (&)

REER  AEEUARBHEZRESRR
THERIEBE39,851,837(ZFEF=4F : &
#65,281,5637L) - ARMUETEEBEHTER
AEMEY  HRETFEARMZ(NEER
REDRCEE - EERTEEERE) - &
EEREEBEITETINEEL 2RITHA
REHBAHME -

ENREREE
REBEERRESRENWARTE BN
REWIRERDTAT ¢

Notes to Financial Statements
31 March 2004

20. CASH AND CASH EQUIVALENTS (Continued)
At the balance sheet date, the cash and bank balances of
the Group denominated in Renminbi (“RMB”) amounted to
HK$39,851,837 (2003: HK$65,281,563). The RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

21. TRADE AND BILLS PAYABLES
An aged analysis of trade payables based on the date of
goods purchased and services rendered is as follows:

Group

rE
2004 2003
HK$’000 HK$’000
ENEZE=1 A Current to 3 months 70,900 93,063
=@A L Over 3 months 2,189 4,960
73,089 98,023

ERREBEER 22. TRUST RECEIPTS LOANS

FFZETRBEBERUAR DA MERERRE
HOAUSRFRAZHEE -

The prior year’s trust receipt loans were secured by the
guarantee given by the Company and were fully repaid
during the year.

REUBRBERE 23. PROVISION FOR LONG SERVICE PAYMENTS

Group

&
2004 2003
HK$’000 HK$’000
RERD At beginning of year 2,064 2,017
FREBE (MERE) Provision/(write-back of provision) for the year (19) 47
FRMAR Payment for the year (117) -
REK At end of year 1,928 2,064

FEECHREETB(EREA)EREAD
BE BB TRERTR MR EAFHBHE
HENMBERRWEIMEERA AR -
HEBENERBEZEEAREE ZRBE
B HESHMEA 2 IREERZRARREY
RBEEZREREBMEL -

The Group provides for the probable future long service
payments expected to be made to employees under the
Hong Kong Employment Ordinance, as further explained
under the heading “Employee benefits” in note 3 to the
financial statements. The provision is based on the best
estimate of the probable future payments which have been
earned by the employees from their service to the Group at

the balance sheet date.
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24. DEFERRED TAX
The movements in deferred tax assets during the current

and prior years are as follows:

ELEREEE Deferred tax assets
Group
K&
Losses available
for offset
against future
taxable profit
¥ 85 R R AT R B
A Z A BEE
2004 2003
HK$’000 HK$’000
(Restated)
(B3
RERD At beginning of the year
MR AR & As previously reported -
EFERHE Prior year adjustment:
B ERERF121& SSAP 12 — restatement of deferred
—ESEERE (EES) tax (note 5) 1,698
KEY| As restated 1,698
RIERRHNBRZELERE Deferred tax charged to the profit and
(BREE10) loss account (note 10) (1,698)

MR=ZB=+—HBZEZEMREEE Deferred tax assets at 31 March

N ERAE T E KRS 124 (EBFT) -
HHMERNTBIRRME2RS - EFT K
ReBHEYRELRER ST _FMNA—
HIEMEH 1,698,000t REHNRBE=-Z
Z=F=A=+-HLFEHBEREZHE
X e

R-ZENFE=A=1+—H  xEEEBZ
HIBEE BB 233,642,000t (ZEF=
F : B¥301,890,0007T) ¢ B A A LE
HATKRREABEBAZ 2 ARFORR - BR
ELEBEEEDREE —BERESEHEZ
MEBARHE HREARZEBEAR-

R-ZEME=A=+-0 RAKEKNE
RALEFFERBRZEABRANS - LEE
ARABRZEEHEAR(ZZT=4F
®) REEYERTEEZSREAERHB
BETEABRK

SSAP 12 (Revised) was adopted during the year, as futher
explained in notes 2 and 5 to the financial statements. This
change in accounting policy has resulted in an increase in
deferred tax asset of HK$1,698,000 as at 1 April 2002 and
an increase in tax charge of the same amount for the year
ended 31 March 2003.

As at 31 March 2004, the Group had tax losses arising in
Hong Kong of HK$233,642,000 (2003: HK$301,890,000)
that are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose.
Deferred tax assets have not been recognised in respect of
these losses as they have arisen in subsidiaries that have

been loss-making for some time.

At 31 March 2004, there was no significant unrecognised
deferred tax liability (2003: Nil) for taxes that would be
payable on the unremitted earnings of certain of the
Group’s subsidiaries as the Group has no liability to

additional tax should such amounts be remitted.
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24. DEFERRED TAX (Continued)

There are no income tax consequences attaching to the

E payment of dividends by the Company to its shareholders.
B A 25. SHARE CAPITAL
B’ 5 Shares
Group and Company
SEERART
2004 2003
HK$°000 HK$’000
ERE Authorised:
& i 1% 2,000,000,000% 2,000,000,000 ordinary
BREEEE-—A shares of HK$0.10 each 200,000 200,000
ERTRHAR Issued and fully paid:
ZiEiR1,163,828,377/% 1,163,828,377 ordinary shares of
BREEEBE—A HK$0.10 each 116,383 116,383
B IR R Share options

RRBERET B 2 FBRN M BRRME
26

BRESE
ALTBERRWE LR EEERY
B2 A AR S B TR R T
(rsta) -

ERAR-ZZBEZZFNA=ZTHETZRR
BEREL ARARREBEB-ELERE
REOURMBBEEIZLTRAUE17E
BEZHBREE (THEAED - UARK
EADBR-ANAOENB=Z+—-BERAZ
BRESTE (TETE)) - BEFFEK LR
RRABFEBHELR L EMBRE  HERE
STEIRIEARH 2T ABREEEAN - X
AAREE S BRSC T AT ©

FEZEERSHEE G@EALAZES
(BEBYFHTES)  FEEEHME
E-FAEEREREREHER  FAKEEE
FFAEESEREZAR  FABAEE
RAWR - FBEIEBENSHRER
BHEA BB KBS - AEH - 288 -
ER > HAKEEAREQRAMBITZE
HZZEBA ARBEAREQRRAZBRRS
AEEFEREZLT -

26

Details of the Company’s share option scheme are included

in note 26 to the financial statements.

SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the

success of the Group’s operations.

In the Company’s annual general meeting held on 30
August 2002, an ordinary resolution was passed by the
Company’s shareholders for the adoption of a new share
option scheme (the “New Scheme”) in compliance with the
amended Chapter 17 of the Listing Rules and the
termination of the Company’s share option scheme (the
“Old Scheme”) adopted on 31 August 1994. Upon
termination of the Old Scheme, no further options can be
granted thereunder but all options granted prior to such
termination shall continue to be valid and exercisable in

accordance with the provisions of the Old Scheme.

Eligible participants of the Scheme include the Company’s
directors, including independent non-executive directors,
other employees of the Group, suppliers of goods and
services to the Group, customers of the Group, any entity in
which the Group holds any equity interest, any agent,
advisors, consultant, strategist, contractor, sub-contractor,
expert that provides research, development or other
technological support to the Group or any holder of any
securities issued by any member of the Group any
shareholder of any member of the Group, and any entity in

which the Group holds any equity interest.
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26. BIRESTE ()

FRABREH B HBIRE - AR
“EZCFNAZTHAER  MERFEREHE
HEER  BRIRZAETFANRENR

REFE REITREMERTEZE
SHEBREDERTEREAQLATER
BITRMDI10%  R=ZZBEEBENF=ZF=+—
B REEFIAREZERBTFRHITZR
AEE 51,460,000  thA LA FEHE#
TRHK0.13% - REM+—EAHE - 8
BRTFSEEKSHEECBREATRITRG
ZERBHEHIRRALAAEFESRITRAZ
1% EHRFHAZIEHEREEERREKX
ELESKRIEME -

BMAARESES  THABREZRIRRKM
EoRMBBALIRTHERE BSEES
BYFAITEEHOE o BN HREM+Z
BARFAARAETERRABIFPTES
BHEZEMAHEBEA T 2BREBRARD T
THORTRMZ0.1%HEHE(REZHE
BREZEEERAQAARHMERTE) BB
5,000,0007 * AIZEEEERRAE LES
IR R AL o

REBRECZENTRENBHES TN
AARM - EMNBREZNRAINBE
TRE ERHBREZTESHESE
ERETEBHEAMBYRNBREZNAR
HMEHFZRTF2REBERFRAL -

BREZITHEEHESEE  HEFEIRU
T=Zz&BE (VA 2ARONRELRE
A (ZABRRZRA)EBRIAZWHE
MBEEEYRHEEHAEEARSBARLF
BRI T2 PR HE S R>GAHDAAF
AR EE ©

BRELFIRTFEHEAAZEREIRRRK
SLEREZESN -

Notes to Financial Statements
31 March 2004

26. SHARE OPTION SCHEME (Continued)

During the year, no share options were granted under the
New Scheme. The New Scheme became effective on 30
August 2002 and, unless otherwise cancelled or amended,

will remain in force for 10 years from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 10% of the
shares of the Company in issue at any time. At 31 March
2004, the number of shares issuable under share options
granted under the Old Scheme was 1,460,000, which
represented approximately 0.13% of the Company’s shares
in issue as at that date. The maximum number of shares
issuable under share options to each eligible participant in
the Scheme within any 12-month period, is limited to 1% of
the issued capital of the Company for the time being. Any
further grant of share options in excess of this limit is

subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value
(based on the price of the Company’s shares at the date of
the grant) in excess of HK$5 million, within any 12-month
period, are subject to shareholders’ approval in advance in a

general meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer. A consideration of HK$ 1
is payable on acceptance of the offer of grant of an option.
The exercise period of the share options granted is
determinable by the directors, and commences after a
certain vesting period and ends on a date which is not later
than ten years from the date of the offer of the share

options.

The exercise price of the share options is determinable by
the directors, but may not be less than the higher of (i) the
Stock Exchange closing price of the Company’s shares on
the date of the offer of grant, which must be a trading date;
(ii) the average Stock Exchange closing price of the
Company’s shares for the five trading days immediately
preceding the date of the offer of grant; and (iii) the nominal

value of the Company’s shares.

Share options do not confer rights on the holders to

dividends or to vote ate shareholders’ meetings.
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26. BIRESTE ()
AEERNESAZRTEBRENT ¢

26. SHARE OPTION SCHEME (Continued)

The following share options were outstanding under the Old

Scheme during the year:

Price of
Number of share option Company's shares***
BREZE ARARE
Exercise
At Lapsed At Exercise price At grant At exercise
Name or category 1 April during 31 March Date of grant period of  of share date of date of
of participant 2003 the year 2004  of share options* share options  options** options options
SHEREY RZZ2%=f RER RZZERF BB BRE BRE RRLE ROER
kel NE—-H M ZA=t-8 RERH M AHE- RERE RERH
£ Directors
BAREL Dennis Sun Tai Lun 1,000,000 - 1,000,000 21 June 2000 21 June 2000 0.7568 0.97 -
—EEEE to 30 June 2004
AAZt-B  -EERERACT-RE
ZEEMEAAZTH
BEEEE Simon Tang Kwok Tong 400,000 - 400,000 21 June 2000 21 June 2000 0.7568 0.97 -
—ZEE%E to 30 June 2004
AAZt-B CEERERA-t-RE
ZEEMERAZTA
REERL Eileen Ng Yuk Wah 250,000 (250,000) - 31 January 2000 31 Jaunary 2000 0.8048 0.97 -
3 to 29 February 2004
-B=t-A CETRE-A=+-HE
ZEEMF-B=thE
1,650,000 (250,000) 1,400,000
HitfEE 858  Other employees,
in aggregate 460,000 (400,000) 60,000 31 January 2000 31 January 2000 0.7568 0.97 -
to 30 June 2004
“EEEE “EEZE-A=+-H
-B=t-H ZEEMERAZTA
2,110,000 (650,000) 1,460,000

FR - H650,000EEF—BESREL
BEECERECHAEBITHEHMRELRNY -

AEAREREBRE STREHERE
® o

© BRESEFHRUERE ETEHBHS
BRAE R ©

v O BREZTEESHFHRIABTAR X
FRFARAFAHREUEHMAE

v PRFAIBRBAAARBREREZAZKRE
EREBRERZA—EXSA - RONE
Rz WHE ERAKBEARARBRE
THEZAZREEFRERRNRZERE
TEEBIARTE2MEFIIE - BREF

HH o

During the year, a total of 650,000 share options originally

granted to a director and certain employees, lapsed

subsequent to the expiry of the exercise period.

No theoretical value of the share option is disclosed as no

share options were granted during the year.

P

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

such information was made.
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27. RESERVES
(a) Group
The amounts of the Group’s reserves and the

movements therein for the current and prior years are

mEHEK - presented in the consolidated statement of changes in
equity on page 43 of the financial statements.
(b) &AF (b) Company
Share Capital
premium redemption Contributed Retained
Notes account reserve surplus profits Total
V) EAEE
B =E & 18 B & & BEHEER -l FERC)
HK$’000 HK$’000 HK$'000 HK$'000 HK$’000
R=ZZE-F At 1 April 2002
mA—H 478,773 1,619 193,340 7,360 681,092
FEER Profit for the year - - - 32,828 32,828
R ER R B Interim dividend 12 - - - (23,277) (23,277)
R4S B R 2 Proposed special dividend 12 - - - (11,638) (11,638)
R=ZZZE=A At 31 March 2003
=H=+-—-H 478,773 1,619 193,340 5,273 679,005
FEHER Profit for the year - - - 125,490 125,490
R4 BB B Interim special dividend 12 - - - (11,638) (11,638)
BTk R B 45 Bl Proposed final
®E special dividend 12 - - - (116,383) (116,383)
R=-ZZONA At 31 March 2004
=H=+-—H 478,773 1,619 193,340 2,742 676,474

AOREHMBBREAATARKENE
REAERECBTROKEEL A 2K
REEFERADAE MM ETRG
ZHEBEZZH REERE-HLAN-
FREE (BE WRE - 228N
ETERTAKESRGED KT R

The contributed surplus of the Company represents the
difference between the nominal value of the Company’s
shares issued in exchange for the issued share capital of the
subsidiaries and the aggregate net asset value of the
subsidiaries acquired at the date of acquisition. Under the

Companies Act 1981 of Bermuda (as amended), the

Roe contributed surplus of the Company is distributable to
shareholders under certain circumstances.
28. IREE 28. CONTINGENT LIABILITIES
Group Company
REE /N
2004 2003 2004 2003
HK$’000 HK$’000 HK$’000 HK$’000
@ Fff 8 1 &) P SR AT Guarantee of banking
FEELHER facilities granted to
subsidiaries - — 669,000 669,000

mEf  AATRRMKB AR FMERITEE
T 1E H 38 # 669,000,0007T Z 1R - HFE
# 49,509,000t (ZZEZE=F : B
116,239,000) REE B EMBARIRA °

Out of the guarantee of banking facilities granted to
subsidiaries to banks, amounting to HK$669,000,000, as
disclosed above, HK$49,509,000 (2003: HK$116,239,000)

was utilised by the subsidiaries at the balance sheet date.
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(a)

HHE A
FEERBELKEHANZHELERE
W (B B|MRMTL15) » BEFITE
HEIR2EF o
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29. OPERATING LEASE ARRANGEMENT

(a) As lessor
The Group leases its investment properties (note 15 to
the financial statements) under operating lease
arrangements, with leases negotiated for terms ranging
from two to nine years.

At 31 March 2004, the Group had total future minimum
lease receivables under non-cancellable operating
leases with its tenants falling due as follows:

Group
AEE
2004 2003
HK$’000 HK$’000
—F R Within one year 1,574 506
“ERF (BEEEMTF) In the second to fifth years, inclusive 2,094 169
hF® After five years 955 -
4,623 675
(b) AMEA (b) As lessee
AEERKLERNZHAREETEE The Group leases certain of its retail outlets under
FmWE VEEBRCERITIERY operating lease arrangements. Leases for retail outlets
—E+F o ARFAERETEMELE are negotiated for terms ranging from one to ten years.
HOWE  R-BEOF=ZA=+— The Company did not enter any operating lease
B AARBAAHEZREHEIM agreements. At 31 March 2004, the Group had the
ARARINFzHBEHESHLENT following total future minimum lease payments under
non-cancellable operating leases.
Group
AEE
2004 2003
HK$’000 HK$’000
—F R Within one year 29,759 32,527
—ERF (BREEEME) In the second to fifth years, inclusive 24,084 31,563
hE#® After five years 228 12,604
54,071 76,694
30. L B B E 30. COMPARATIVE AMOUNTS

31

MM RME2RCME  BERRAK
B 2B EHERE 12k EPHRR
TETHAERGHCETEER 2R LE
Rl A EHATER -Hit - BT LFESR
BERAETURUBCERIE  UHEEEF
EZ2HAK -

BREMEN REFETAHEEREL 2B
5,567,000t 2 R EZEER TIHERX
CEHNDOBAHERIHAX - EEERA
HETEEEM2IARE 2HAEE T

Zad
'

o

MBRR 2

AU BHRRENR-ZZNFLATHAKE
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As further explained in notes 2 and 5 to the financial
statements, due to the adoption of the revised SSAP 12
during the current year, the accounting treatment of certain
items and balances in the financial statements have been
revised to comply with the new requirements. Accordingly,
certain prior year adjustments have been made and certain
comparative amounts have been reclassified to conform
with the current year’s presentation.

Apart from the above, certain depreciation charges on the
Group’s retail outlets amounting to HK$5,567,000 which were
recorded in the cost of sales in the prior year have been
reclassified to selling and distribution expenses. In the opinion
of the directors, such reclassification provides a better
presentation of the nature of the Group’s expense items.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised for
issue by the board of directors on 15 July 2004.
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