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The directors present their report and the audited financial
statements of the Company and of the Group for the year ended
31 March 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the subsidiaries comprise the marketing
and distribution of photographic developing, processing and
printing products and the operations of retail photographic
developing and processing shops. There were no significant
changes in the nature of the Group’s principal activities during
the year.

FINANCIAL RESOURCES

The Group’s cash and bank balances as at 31 March 2006 has
recorded a growth of 10% to HK$656 million (2005: HK$596
million) with a zero gearing ratio. The Group continued to take
every measure to extend work efficiency and cost control.
During the fiscal year, advertising and marketing expenses were
significantly reduced by 10% to HK$16 million and
administrative expenses decreased by 12% to HK$67 million,
due to effective cost-control measures. Trade and bills
receivables also decreased by 10% to HK$87 million for the
year, while inventories decreased remarkably by 26% to HK$144
million because of prudent management of trade and bills
receivables and inventories. The Group had 477 employees
(2005: 540), remunerated largely based on industry practice,
including provident funds, insurance and medical benefits. The
Group also adopted a discretionary bonus programme
determined annually based upon the performance of the Group
and the employees.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 March 2006 and the
state of affairs of the Company and of the Group as at that date
are set out in the financial statements on pages 51 to 119.

An interim dividend of HK2.2 cents per ordinary share (2005:
HK1 cent per ordinary share) was paid on 22 February 2006. The
directors recommend the payment of a final dividend of HK4.2
cents per ordinary share (2005: HK2 cents final dividend per
ordinary share and HK8 cents final special dividend per ordinary
share) in respect of the year, to shareholders on the register of
members on 18 August 2006. The dividend will be payable on
30 August 2006. This recommendation has been incorporated in
the financial statements as an allocation of retained profits
within the equity section of the balance sheet.
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SUMMARY FINANCIAL INFORMATION

Set out below is a summary of the published results and the
assets, liabilities and minority interests of the Group for the last
five financial years, as extracted from the audited financial
statements and restated/reclassified as appropriate. This
summary does not form part of the audited financial statements.

Year ended 31 March
BZE3A31ALEE

2006 2005 2004 2003 2002
E RESULTS HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
=E X Revenue 1,250,595 1,232,828 1,395,111 1,735,428 1,530,706
BREREWLZ Profit /(loss) for the year
A (EE) attributable to equity
EER holders of the Company 120,496 45,345 (61,647) 18,425 53,432
As at 31 March
MA3B31H
EE - 86K ASSETS, LIABILITIES AND 2006 2005 2004 2003 2002
DEREEZE MINORITY INTERESTS HK$’000 HK$’ 000 HK$’000 HK$’000 HK$’ 000
MmEE Total assets 1,120,163 1,132,014 1,231,110 1,419,810 1,424,722
BmeE Total liabilities (144,505) (131,878) (148,008) (255,032) (244,889)
EEFE Net assets 975,658 1,000,136 1,083,102 1,164,778 1,179,833
LERRER Minority interests (16,176) (16,073) (16,313) (16,358) (14,873)
959,482 984,063 1,066,789 1,148,420 1,164,960
MR - BE KRR PROPERTY, PLANT AND EQUIPMENT
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Details of movements in the property, plant and equipment of
the Company and the Group during the year are set out in note
14 to the financial statements.

INVESTMENT PROPERTIES

Details of movements in the investment properties of the Group
during the year are set out in note 15 to the financial
statements. Further details of the Group’s investment properties
are set out on page 120 of the annual report.

SHARE CAPITAL AND SHARE OPTIONS

There were no movements in either the Company’s authorised
or issued share capital and share options during the year.
Details of the Company’s share capital and share options during
the year are set out in notes 28 and 29, to the financial
statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws or the laws of Bermuda which would oblige
the Company to offer new shares on a pro rata basis to the
existing shareholders.
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RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 30(b) to the financial
statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2006, the Company’s reserves available for
distribution, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to HK$242,515,000
of which approximately HK$48,881,000 has been proposed as
final dividend for the year. In addition, the Company’s share
premium account and capital redemption reserve account of
HK$478,773,000 and HK$1,619,000, respectively, may be
distributed in the form of fully paid bonus shares.

CHARITABLE CONTRIBUTIONS
During the year, the Group made charitable contributions
totalling HK$338,000.

DIRECTORS
The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Dr Sun Tai Lun Dennis (Chairman)
Ms Ng Yuk Wah Eileen

Mr Tang Kwok Tong Simon

Mr Sun Tao Hung Stanley (appointed on 1 April 2006)

Non-executive directors:
Ms Chiang Yun Rachel
Mr Liu Hui Allan

Independent non-executive directors:
Mr Au Man Chung Malcolm

Mr Li Ka Fai David

Dr Wong Chi Yun Allan

In accordance with bye-law 101 and bye-law 110 of the
Company’s bye-laws, Mr Sun Tao Hung Stanley, Dr Sun Tai Lun
Dennis, Ms Chiang Yun Rachel and Ms Ng Yuk Wah Eileen will
retire and, being eligible, will offer themselves for re-election at
the forthcoming annual general meeting.

The Company has received annual confirmations of
independence from all independent non-executive directors,
and as at the date of this report still considers them to be
independent.

DIRECTORS’ BIOGRAPHIES
Biographical details of the directors of the Company are set out
on pages 22 to 24 of the annual report.
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DIRECTORS’ SERVICE CONTRACTS

The Company entered into a service contract with each of the
following directors for the provision of management services by
these directors to the Group:

Dr Sun Tai Lun Dennis

Mr Sun Tao Hung Stanley
Ms Ng Yuk Wah Eileen

Mr Tang Kwok Tong Simon

Each service contract has a remaining unexpired term of 12
months as at 31 March 2006 and is terminable by either party
upon the giving of three months’ notice to the other party
thereafter.

Apart from the foregoing, no director proposed for re-election
at the forthcoming annual general meeting has a service
contract with the Company which is not terminable by the
Company within one year without payment of compensation,
other than statutory compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’
duties, responsibilities and performance and the results of the
Group.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group to
which the Company or any of its holding company or
subsidiaries was a party during the year.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 31 March 2006, the interests of the directors in the share
capital and underlying shares of the Company or its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”)), as recorded in the register
required to be kept by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”), were as follows:



(1)

FAFEERNE :

(1)

Long positions in ordinary shares of the Company:

BERDHE  SHRERME

Number of shares held, capacity and nature of interest

Directly Percentage of the

beneficially Founder Beneficiary Company'’s issued

Name of director Notes owned of a trust of a trust Total share capital

B 55t RAEDRBET

= Wy = BEREER ERAHBA F@A Bt REzZEREIH

Dr Sun Tai Lun Dennis (i) & (ii) 1,000,000 700,034,214 11,242,000 712,276,214 61.20
BARmEL

Ms Ng Yuk Wah Eileen 250,000 - - 250,000 0.02
REELL

Mr Tang Kwok Tong Simon 400,000 - - 400,000 0.03

BEELE

KRB EERBRECEZNIT KR
KM 208 LI E o

HBECEER O R EER O 25

B -

The interests of the directors in the share options of the

Company are separately disclosed in note 29 to the

financial statements.

Long positions in shares and underlying shares of the

associated corporations:

Percentage of the

Name of Relationship Capacity associated
associated with the Numbers of  and nature corporation’s
Name of director corporation Company Shares shares held  of interest issued share capital
5E FE#ERz RAELE BBRIRA
3 HEiEER NG R 1 Rh#E SHREE ZHEHAL
Dr Sun Tai Lun Searich Group Company’s Ordinary 25  Beneficiary 25
Dennis Limited intermediate shares of a trust
BAmEL holding (note (i))
company
KRR ZEAN ERER (FE ) ERAZEHEA
ERREF
-ditto- -ditto- Ordinary 75  Founder of a trust 75
shares
(note (ii))
&t Gl BB (5 (i) EEARA
100 100
Dr Sun Tai Lun Fine Products Company’s Ordinary 103,000,000  Founder 100
Dennis Limited ultimate shares of a trust
BAmEL holding (note (ii))
company
ARAZ EER (F5E (i) EREAIHA

BRERAT
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Dago Corporation® B R ZH B
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Services (B.V.1.) Limited (ff & {{
RERGELTETREREFEM
5% 3 2 B 15 /5 #EThe Dennis Family
TrustZ ZFEA B 13) FT#E ° Dago
Corporation7F 3% & Searich Group
Limited 2 8 1T R A 25%

(i) B R % KX @18 £ 2 The Sun Family
TrustZ Bl 9 A » %15 £ 45 B Fine
Products LimitedZ 2 & 2 # 17 I8
7K > ffiSearich Group Limited Z B
% 1T R 4 75%H Fine Products
Limited#$ 5 » B RKME T HR
# # A Fine Products Limited# 5
A A H 700,034,214 R 17 2
# © Fine Products Limited&
Searich Group Limitedff #7482 &)
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Notes:

(i) Dr Sun Tai Lun Dennis was deemed to be interested in a
total of 11,242,000 shares in the Company directly held
by Dago Corporation, which was incorporated in the
British Virgin Islands and was owned by Trident
Corporate Services (B.V.l.) Limited in its capacity as the
trustee of The Dennis Family Trust, a discretionary trust
established for the benefit of Dr Sun Tai Lun Dennis and
his family members. Dago Corporation also held 25% of

the issued share capital of Searich Group Limited.

(i) Dr Sun Tai Lun Dennis was deemed to be interested in
700,034,214 shares in the Company held by Fine
Products Limited by virtue of him being the founder of
The Sun Family Trust which held the entire issued share
capital of Fine Products Limited. 75% of the issued share
capital of Searich Group Limited was held by Fine
Products Limited. Details of the interest of Fine Products
Limited and Searich Group Limited in the Company can
be found in the section “Substantial shareholders’ and
other persons’ interests in shares and underlying shares”

below.

(2) Short positions in ordinary shares and underlying
shares
Save as disclosed above, as at 31 March 2006, none of
the directors of the Company and their associates had
registered an interest or short position in the shares and
underlying shares of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO)
that was required to be recorded pursuant to Section 352
of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ interests in
shares and underlying shares” above, at no time during the year
were rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any director
or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company or any of its
holding company or subsidiaries a party to any arrangement to
enable the directors to acquire such rights in any other body
corporate.
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SHARE OPTION SCHEMES
Details of the share option schemes of the Company are
separately disclosed in note 29 to the financial statements.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

As at 31 March 2006, the following interests and short positions
in the shares and the underlying shares of the Company, which
as recorded in the register of interests required to be kept by
the Company pursuant to Section 336 of the SFO:

(1) Long positions of substantial shareholders who were
entitled to exercise or control the exercise of 10% or

ERRZ2HR more of the voting power at any general meeting of the
Company:
Percentage of
Number of the Company'’s
Name of Capacity and ordinary issued share
shareholder nature of interest shares held Notes capital
SR NN
2EBRITRA
IR =R SO RERMLE HEZERHE M 5 ERigs
Sun Tai Lun Beneficial owner 1,000,000
Dennis BEREBA
L PN Beneficiary of a trust 11,242,000
FEZRA
Founder of a trust 700,034,214
EFERIIA
712,276,214 61.20
Fine Products Limited Beneficial owner & interest 700,034,214 (i) & (ii) 60.15
of a controlled corporation
BEREAARERARER
Searich Group Limited Beneficial owner 600,034,214 (i) & (ii) 51.56
BEREAA
Trident Corporate Trustee 711,276,214 (i) & (ii) 61.12
Services (B.V.L.) EREEA
Limited
Tang Sau Ying Betty Interest of spouse 712,276,214 (i) & (iii) 61.20
BER T 18 1 3
(2) HtETERFRZHFE: (2)  Long positions of other substantial shareholders:
Value Partners Limited Investment Manager 71,440,000 6.14
EEESEENT REKE
Cheah Cheng Hye Interest of a controlled 71,440,000 (iv) 6.14

WEBE

corporation
TEEERER
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’

INTERESTS IN SHARES AND UNDERLYING SHARES
(CONTINUED)
Long positions of other substantial shareholders: (Continued)

(& (2)

Number of

Percentage of
the Company’s

Name of Capacity and ordinary issued share
shareholder nature of interest shares held Notes capital
BFEART
2BETRA
RE SO REREE HFEEBRYE F = Aokt
Fung Kwok Lun William Interest of a controlled 70,000,000 (v)&(vii) 6.01
% Bl im corporation
TEEEER
Li & Fung (Retailing) Beneficial owner 70,000,000 6.01
Limited BEREAA
ME(ZE)ERLH
Li & Fung (1937) Limited Interest of a controlled 70,000,000 6.01
FIE (1937) BRAF] corporation
TEEEER
King Lun Holdings Limited Interest of a controlled 70,000,000 6.01
corporation
2 25k Wi
J.P. Morgan Trust Company  Trustee 70,000,000 (vi)&(vii) 6.01
(Jersey) Limited FEEFEBA
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(i) A F B 4T R4 1 100,000,0008% A 13 B
8.59%H Fine Products Limited B #H » H&
600,034,2148% i% 13 Fi Searich Group Limited#
& » MFine Products Limited Bl B Z AR E
4TARZ75% ° Fine Products Limited/A 2 [& &
ZEBEMAL © BTrident Corporate Services
(B.V.1.) Limited A The Sun Family Trust{S 5t A
BOMER °

(i) ZERBCEAREERAREBELIZEEZR

(iii) HERLZLTHERABEBRBRAMBEL ZER
MEF712,276,214B AR R HREX -

(iv) HEBEECRDA —HZELIEERESE
BAREER -

(v) HERAE BN EB RIS R EBME
NS (ZE)ARAF - FRA93NAR
A @ K King Lun Holdings Limited (H 5 B 4
FEBEBS0% 2 ) °

(vi) J.P. Morgan Trust Company (Jersey) LimitedZ
BEEB-RIZEEEMSE  BAE (F
E)ERLT ~ FME(1937)8 R 2 7 EKing Lun
Holdings Limited (FH].P. Morgan Trust
Company (Jersey) Limited B 50%2 )

(vii) ot R (v)R (vi) BT S B iR Sk 4 R ).P.
Morgan Trust Company (Jersey) Limited Z #&
BEARAZE-#HRHD -

MREXFrEEEN » M2006FE3831H » BALQ
FESHN HEZHREESRARORBEERADZ
BERAR]  BEEMATREQATRHRE
EROTEEEEMERBEFSFRBEKRE SR
336IREFHEFZERLRMA -

Notes:

(i) 100,000,000 shares representing 8.59% of the Company’s shares
in issue were directly owned by Fine Products Limited. The
remaining 600,034,214 shares were owned by Searich Group
Limited, in which Fine Products Limited held 75% of its issued
share capital. Fine Products Limited was incorporated in the
British Virgin Islands and was owned by Trident Corporate
Services (B.V.l.) Limited in its capacity as the trustee of the Sun

Family Trust.

(ii) Such interests have been included as the interests of Dr Sun Tai

Lun Dennis.

(iii) Ms Tang Sau Ying Betty was deemed to be interested in
712,276,214 shares of the Company through the interests of her

spouse, Dr Sun Tai Lun Dennis.

(iv) The interests of Mr Cheah Cheng Hye are held via a controlled
corporation, namely Value Partners Limited.

(v) The interests of Mr Fung Kwok Lun William are held via a chain
of controlled corporations, namely Li & Fung (Retailing) Limited,
Li & Fung (1937) Limited and King Lun Holdings Limited (which
is 50% owned by Mr Fung Kwok Lun William).

(vi) The interests of J.P. Morgan Trust Company (Jersey) Limited are
held via a chain of controlled corporations, namely Li Fung
(Retailing) Limited, Li Fung (1937) Limited and King Lun
Holdings Limited (which is 50% owned by ]J.P. Morgan Trust
Company (Jersey) Limited).

(vii) The interests of Mr Fung Kwok Lun William and ].P. Morgan Trust
Company (Jersey) Limited as mentioned in the above notes (v)

and (vi) refer to the same block of shares in the Company.

Save as disclosed above, as at 31 March 2006, no person, other
than the directors of the Company, whose interests are set out
in the section “Directors’ interests in shares and underlying
shares” above, had registered an interest in the shares or
underlying shares of the Company that was required to be
recorded pursuant to Section 336 of the SFO.
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MAJOR CUSTOMERS AND MAJOR SUPPLIERS

In the year under review, sales to the Group’s five largest
customers and the single largest customer accounted for 33.31%
and 15.28% of the Group’s turnover for the year, respectively.
Purchases from the Group’s five largest suppliers and the single
largest supplier accounted for approximately 85.86% and
81.61% of the Group’s total purchases for the year, respectively.

None of the directors of the Company or any of their associates
or any shareholders (which, to the best knowledge of the
directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest
customers and suppliers.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital was held by the public as
at the date of this report.

POST BALANCE SHEET EVENT
Details of the significant post balance sheet event of the Group
are set out in note 35 to the financial statements.

AUDITORS

Ernst & Young retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming
annual general meeting.

ON BEHALF OF THE BOARD

Sun Tai Lun Dennis
Chairman

Hong Kong
29 June 2006



