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NOTES TO FINANCIAL STATEMENTS

1. Corporate information

The registered office of China-Hongkong Photo Products Holdings Limited 1s located at

Cedar House, 41 Cedar Avenue, Hamilton HM12, Bermuda.

During the year, the Group was engaged 1n the marketing and distribution of

photographic film, developing and processing products, and the provision of photographic
developing and processing

g services and retail sales of photographic merchandises.
In the opinion of the directors, the ultimate holding company 1s Fine Products
Limited, which 1s incorporated 1n the British Virgin Islands.
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2. Summary of significant accounting policies
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Basis of preparation

nese financial statements have been prepared 1n accordance with Hong Konc

g Statements
BERAEFEIRSELTFEA2BEER  of Standard Accounting Practice, accounting principles generally accepted in Hong Kong
mimsl e BRIREMECEFMESN » BIF#EIREKX  and the disclosure requirements of the Hong Kong Companies Ordinance. They have been
PR LR AR AR - prepared under the historical cost convention, except for the remeasurement of

Investment properties.
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Basis of consolidation

The consolidated financial statements 1nclude the audited financial statements of the

Company and 1ts subsidianes for the year ended 31 March 2001. The results of the

subsidianies 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
WERARIDARADEEHBEFEERBB 22 A subsidiary is a company in which the Company, directly or indirectly, controls more than
ETRERKICBITRARIZEHFHEEEZEERE  half of its voting power or issued share capital or controls the composition of its board of
S AN I

directors.

Interests 1n subsidiares are stated at cost unless, 1n the opinion of the directors

there have been permanent diminutions 1n values, when they are written down to values
determined by the directors.
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NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Fixed assets and depreciation
Fixed assets, other than investment properties, are stated at cost less accumulated
depreciation.

The cost of an asset compnises 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, 1s normally charged to the profit and loss account 1n the period 1n
which 1t 1s incurred. In situations where 1t can be clearly demonstrated that the
expenditure has resulted 1n an increase in the future economic benefits expected to be
obtained from the use of the fixed asset, the expenditure 1s capitalised as an additional
cost of that asset.

Depreciation 1s calculated on the straight-line basis to write off the cost of each asset

over 1ts estimated useful Life. The principal annual rates used for this purpose are as

follows:

Fixed assets Depreciation rate
Leasehold land over the unexpired terms of the leases
Buildings 5%
Furniture, fixtures and leasehold 1improvements 20%
Machinery and equipment 20%
Motor vehicles 20%
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The gain or loss on disposal or retirement of a fixed asset recognised 1n the profit and
loss account 1s the difference between the net sales proceeds and the carrying amount of

the relevant asset.

Investment properties
Investment properties are interests 1n land and buildings 1n 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 terms of the lease 1s 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 1n the values of investment properties are dealt with as movements 1n the
Iinvestment property revaluation reserve. If the total of this reserve 1s insufficient to cover
a deficit, on a portfolio basis, the excess of the deficit 1s charged to the profit and loss
account.

Upon the disposal of an investment property, the relevant portion of the investment

property revaluation reserve realised 1n respect of previous valuations 1s released to the

profit and loss account.
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NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with
the lessor are accounted for as operating leases. Rentals applicable to such operating
leases are recorded 1n 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 1s determined on a first-in,
first-out basis and includes all costs of purchase, costs of conversion, and other costs

incurred 1n bringing the 1inventories to their present location and condition. Net

realisable value 1s based on estimated selling prices less any estimated costs to be

Incurred to completion and disposal.

Deferred tax
Deferred tax 1s provided, using the hiability method, on all sigmficant timing differences to
the extent that 1t 1s probable that the liability will crystallise in the foreseeable future. A

deferred tax asset 1s not recognised until its realisation 1s 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 1n foreign currencies at
the balance sheet date are translated at the applicable rates of exchange ruling at that
date. Exchange differences are dealt with 1n the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries expressed 1n
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 1n the

exchange fluctuation reserve.

Revenue recognition

Revenue 1s recognised when 1t 1s probable that the economic benefits will flow to the

Group and when the revenue can be measured rehiably, on the following bases:

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

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

(c) 1nterest income, on a time proportion basis, taking into account the principal

outstanding and the effective interest rate applicable;

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

(e) other income, when services are rendered.
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NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Retirement scheme and costs

Retirement benefits are provided to certain Hong Kong 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 1n independently administered funds. The Group’s
contributions to both schemes range from 5% to 10% of the monthly basic salares with

reference to the grading and senionty of the employees. The Mandatory Provident Fund

Exempted ORSO Scheme 1s denominated 1in 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 contrnibutions.

Prior to 1 December 2000, the Group operated a retirement scheme (that 1s 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 subsidianes

1n 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 senionty 1n the Group ranging from 5% to 10% of the
employee’s monthly basic salanes. 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 1n employer contrnbutions 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 1n subsidianes located 1n the PRC are members of the Central Pension
Scheme operated by the Chinese government. The subsidiaries are required to contnbute a
certain percentage of their covered payroll to the Central Pension Scheme to fund the

benefits. The only obligation for the subsidianes with respect to the Central Pension

Scheme 1s to meet the required contributions under the Central Pension Scheme.

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.
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NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Cash equivalents

For the purpose of the conso

term highly liquid investmen!

1dated cash flow statement, cash equivalents represent short

's which are readily convertible into known amounts of cash

and which were within three months of matunty 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.

3. Turnover and revenue

Turnover represents the aggregate of the invoiced value of goods sold, net of discounts

and returns. An analysis of turnover and revenue 1s as follows:

2001 2000
HK$000 HK$"000
EmiHE X Sale of goods, turnover 1,513,685 1,415,699
H g A Other revenue:
Al B U A Interest income 19,818 23,514
HEW A Rental income 897 1,374
HLEm 228 Subsidies received from a supplier 65,220 10,197
H b Others 1,256 1,562
87,191 36,047
a kA Total revenue 1,600,876 1,452,346
4. BR B AT 48 E i A 4. Profit before tax
N EBBRB AT 2 i R & HBR : The Group's profit before tax is arrived at after charging:
2001 2000
HK$000 HK$000
% BN BN & Auditors’ remuneration 008 925
hE Depreciation 18,700 15,816
Tk EF2ETHAIE S Operating lease rentals on land and buildings 2,612 2,536
HERBETEEEFRE Loss on disposal of fixed assets 3,936 1,439
ETHTN(BIEMRISMINE2ESEE Staff costs (including directors’ remuneration,
EHNERLENHE ZEF) as set out in note 5 but excluding benefits in kind)
TERF® Wages and salaries 44,934 53,420
RREFTEIHM Retirement scheme contribution 2,259 2,862
RO W AR Loss: forfeited contributions (45) —
Net contributions 2,214 2,862
47,148 6,282

NEEHTEAAREARERZESRRERE
AFEIER(ZO00F 1 &) o

2000/01 Annual Report

There were no forfeited retirement scheme contributions available at the balance sheet

date to reduce contributions 1n future years (2000: Nil).

China-Honghong Photo Products Holdings Limited

F119.pdf

51



52

5. EEMEeERENESFMES

NOTES TO FINANCIAL STATEMENTS

5. Directors’ remuneration and five highest paid employees

2001 2000

HK$000 HK$'000

" & Fees 320 180
Ha bl & - Other emoluments:

e ZURLEYHEZREAN Salaries, allowance and benefits in kind 6,850 6,676

BARKEsTEHF Pension scheme contributions 603 602

71,773 7,458

MeW AETHESEE 2EEZE B The number of directors whose remuneration fell within the bands set out below is
as follows:

2001 2000
Number Number
HE # B
B — % 1,000,000 7T HK$ Nil — HK$1,000,000 5 3
& 12 1,000,001 T - % 1,500,000 7t HK$1,000,001 - HK$1,500,000 2 2
& 12 3,500,001 5T — B 4,000,000 5t HK$3,500,001 - HK$4,000,000 1 1
8 6

3 S AT R

BE WHETEEMLSET -

EAERZBEREEEETMEE - EARE

4

R [E B

3VE [ EEEkE | —H -

& 8 #r A

U EEHALTEHRANL(ZO0COF | K

S5 HEFME T LELXNEESE

£

ARRAzBRETEBEE 2mEEE -
TESEZEENFAGEMRECERE 2

7 2 7 1R F A F

-

e — 8 IR E o

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

remuneration during the year.

No value 1s 1ncluded 1n director’'s remuneration 1n respect of share options for service

performed during the year because, 1n the absence of a readily available market value for

the options on the Company’s shares, the directors are unable to arrive at an accurate

assessment of the value of the options granted. Further details of the options granted to

the directors during the year are set out 1n the section “Directors’ rnghts to acquire

shares” 1n the Report of the Directors on page 37.

Employees’ remuneration

The five highest paid individuals comprise four (2000: four) executive direc

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

rors, details of

e remaining

HrEedMza UWT : highest paid employee are set out below.
2001 2000
HK$000 HK$ 000
S hge FEEEW HEwRZMEEDEA Basic salaries, housing, other allowances and benefits in kind 636 650
RIK & 5T MR Contribution to pension scheme 43 43
679 693

2000/01 Annual Report
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NOTES TO FINANCIAL STATEMENTS

6. Tax

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the

estimated assessable profits ansing in Hong Kong during the year. No overseas profits tax

has been provided because no assessable income was earned during the year.

HEFHIWA > R EEESINFEH
2001 2000

HK$'000 HK$'000
rEERERE Current year provision 10,175 14,505
T FEEEA Overprovision in prior year (230) (528)
5 FE (RYEL 17) Deferred tax (note 17) 41 -
FRHIA Tax charge for the year 0,986 13,977
7. B2 R FE A5 # F 7. Net profit from ordinary activities attributable to shareholders
KRB HBHRERA MEE2REEREERE The net profit from ordinary activities attributable to the shareholders dealt with in
EB2HANABENTAEETZE T (Z0O the financial statements of the Company amounted to HK$89,420,000 (2000:
OQOF : BE—EX~AT=ZBAT—&ATx)e HK$163,919,000).

8. Ik B 8. Dividends
Group and Company
FEMAME AT
2001 2000
HK$000 HK$000
FHIRRE — 8E8REHB ML Interim dividend — HK4 cents (2000: HK4 cents)
(ZOOOF : BH M) per ordinary share 43,753 39,609
BEIFHIRE — & Special interim dividend - Nil (2000: HK10 cents)
(ZO00HF & —#A) per ordinary share - 99,267
BMEKAPRE —STERBEE — 1 Proposed final dividend - HK1 cent
(ZO00F : B A =1) (2000: HK2.3 cents) per ordinary share 10,938 25,173
MEKFEHABERE —SEBREB =1 Proposed special final dividend — HK3 cents
(ZO00F : &) (2000: Nil) per ordinary share 32,815 -
87,506 164,049
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NOTES TO FINANCIAL STATEMENTS

9. Earnings per share

The calculations of basic and diluted earnings per share are based on:

2001 2000
HK$000 HK$ 000
2 A Earnings
ARGTESRERREBEBSRZEN ZRE Net profit from ordinary activities attributable to
FE b 1E % 3 7% &1 A shareholders, used in the basic and diluted
earnings per share calculations 103,564,000 130,321,000
& 12 Shares
ARGTESREREN Z2F AL BT Weighted average number of ordinary shares in
E@ERMEFHEIE issue during the year used in basic earnings
per share calculation 1,070,876,012 990,512,293
BRECEITERERTFAREZEETHEMIU Weighted average number of ordinary shares
BEFERAETZ2ESBRMEFTIE assumed to have been issued at no
consideration on deemed exercise of all
share options outstanding durning the year Note — 95,913
ARGESRESEEN Z2EERMETIH Weighted average number of ordinary shares used
n diluted earnings per share calculation 1,070,876,012 990,608,206

Bat - FABRENTEESRALAZSHER
RIFIgm 8 - Bt - FALERGREK
TIERY I8 IR B 1E 81T (F My % 1 &K DU

fEEZAT °

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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NOTES TO FINANCIAL STATEMENTS

10.BEEEE 10. Fixed assets
Furniture,
Lleasehold  fixtures and Machinery
land and leasehold and Motor
buildings 1mprovements equipment vehicles Total
Tk M KEN
BF HEPEERE HMEERE A =l
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000
ZINg=S Group
I N Cost:
F 4 At beginning of year 142,816 52,705 36,102 10,587 242,210
)| Additions — 8,247 h,374 /55 14,371
H Disposals (2,978) (3,649) - (1,332) (7,959)
RZOO—%F=/8B=1—H At 31 March 2001 139,838 57,298 41,476 10,010 248,622
E2RITE : Accumulated depreciation:
F 4] At beginning of year 35,031 43,618 14,842 8,376 101,867
FRER Provided during the year 6,309 5,345 6,452 594 18,700
mr Disposals (809) (1,963) - (1,119) (3,891)
RZOO—fF=HA=1—H At 31 March 2001 40,531 47,000 21,294 7,851 116,676
AR FE Net book value:
R-ZOO—%F=/AB=1—H At 31 March 2001 99,30/ 10,298 20,182 2,159 131,946
R-ZQOOOEFE=A=1—H At 31 March 2000 107,785 0,087 21,260 2,211 140,343
DLERASNER 2 T EEFTIETHHEE  The lease terms of the land and buildings are as follows:
58
Hong Kong PRC Total
B + & et
HK$'000 HK$'000 HK$'000
F 8 & Long term leases - 41,375 41,375
§ B FH 29 Medium term leases 51,470 46,993 08,463
51,470 88,368 139,838
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B 3% 3R 3k MY &L NOTES TO FINANCIAL STATEMENTS
11. RE Y % 11. Investment properties

Group X &£ M

2001 2000

HK$000 HK$'000

F 1 At beginning of year 19,110 22,430
EfER Deficit on revaluation (1,410) (3,320)
R=Z=B=1T—H » &&#EE At 31 March, at valuation 17,700 19,110
BwES M ZEREZFE Analysis of net book value by geographical location:
UREBERZPHEONZE Medium term leasehold properties situated in Hong Kong 6,050 6,380
VRPEBEZ2RBEIYE _ong term leasehold properties situated in the PRC 11,650 12,730
KR=RA=+—8 " #Z#E At 31 March, at valuation 17,700 19,110

NREBNAB 2R ENERB UEEAEED
HETHR-_OO—F=ZA=+—H BERK
1% MAFETEEEETEMR EMELE
EREE®—BHOT—EBx(ZO000F : &%
CE=STZER)CRBEYEELFHHEAM

R (FFaE 19) o
REEERAERREVETEELSE

BEER HUBAMBEEVEEGLEREL

BB o

12. A EB AR 2 &

The investment properties, which are situated 1n Hong Kong and the PRC, were revalued
by an independent professional valuer, Chung, Chan & Associates, on an open market
basis, based on their existing use, at 31 March 2001. The deficit arising from this
revaluation of HK$1,410,000 (2000: HK$3,320,000) was debited to the investment
properties revaluation reserve (note 19).

Deferred tax has not been provided on the revaluation of the investment properties of
the Group because, 1n the opinion of the directors, the revaluation of such properties

would not result 1n a tax hability.

12. Interests in subsidiaries

Company &2 5

2001 2000

HK$000 HK$ 000

LM B Unlisted shares, at cost 193,540 193,540
FE UL B B A °) 7L IE Due from a subsidiary 512,959 434,135
706,499 627,6/5

F
i
=r
T
B
3l

L J‘Euj:&' j:ﬁ * %4‘%‘ H {;J*Euu E

FBEEREOLE67H o

The balance with a subsidiary 1s unsecured, 1nterest-free and has no fixed terms

of repayment.

Further particulars of the principal subsidiaries are shown on pages 65 to 67.
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