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HIGHLIGHTS
Net profit attributable to shareholders of HK$21 million and
turnover of HK$656 million

Surge in demand for prints from digital cameras

Sustained marketing effort to support retail service

expansion

Interim dividend of HK1 cent per share declared

MANAGEMENT DISCUSSION AND ANALYSIS

The Group’s consolidated turnover for the six months ended 30
September 2004 was HK$656 million, a slight decrease of 3.3%
compared to the corresponding period last year. Net profit
attributable to shareholders was HK$21 million, compared to a
net loss of HK$72 million for the same period last year. Profit
per share was HK1.82 cents, with an interim dividend of HK1

cent declared.

Wholesale Business

Imaging Solutions

The imaging solutions segment includes businesses related to
photographic films, motion picture films, digital cameras,
electronic imaging equipment, magnetic audiovisual media
products, photographic paper, chemicals and photo-finishing
equipment. It accounted for 56% of the Group’s total turnover

during the period under review.

Total segment turnover decreased by 2% compared with the
corresponding six months last year. Sales of photographic films
improved slightly by 4.6%, but still lag behind the sales
performance before SARS (Severe Acute Respiratory Syndrome).
Revenue from sales of digital cameras was more or less the
same as the corresponding period last year, although sales
volume rose considerably by 65%, mainly due to cut-throat

price competition and the growing popularity of phone cameras.

With the commencement of CEPA (Closer Economic Partnership
Arrangement) in January 2004, the demand for movie films has
continued to grow. Sales of professional movie films were up by
11% compared with the same period last year. The booming film
and advertising industry in China is expected to drive further

sales growth in professional movie films.
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Sales of Fujifilm’s Frontier digital minilab series in Hong Kong
showed signs of gradually leveling off in the period under
review. However, the unprecedented high quality output from
both film and digital media, along with the increasing popularity
of digital cameras and camera phones, has seen a substantial
rise in the volume of prints from digital cameras. As a result,
total sales of paper grew by 27% during the period under

review, compared to the same period last year.

Information Solutions
Activities in this segment include medical imaging systems,
graphic art products and data storage media. This segment

accounted for 29% of the Group’s total turnover.

During the period under review, the overall turnover for the
information solutions segment was up 11% compared to the
same period last year. Sales of the DryPix series recorded 15%
growth due to a successful promotional campaign by the
Group’s wholly-owned subsidiary, Fuji Medical Products Ltd. A
successful tender for the supply of radiographic films and
processing chemicals to the Hospital Authority of Hong Kong
further accelerated the sales of films during the period under
review. Fuji Medical Products Ltd has pursued business
expansion through strategic alliances with dominant market
players in China, Hong Kong and Macau in order to provide

comprehensive after-sales service.

In the graphic art products business, 11% growth was recorded
in sales during the period. PS Plate was well received by the
publishing industry in Hong Kong and boosted sales of printing
materials by 23% compared with the corresponding period in
the previous year. Meanwhile, a new recording film ‘Benefi’ was
introduced specifically for the China market with a competitive
price and was so popular that the sales of recording film
increased considerably by 100%. Computer-to-plate (CTP)
systems will become more popular as the demand for high
quality graphic art products grows in China. Accordingly, Fuji
Graphic Arts Products Ltd is taking steps to boost its sales

through effective promotional campaigns at the trade level.
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Retail Business
The retail businesses accounted for 15% of the Group’s total

turnover during the period under review.

Total sales for the retail segment increased by 6% compared to
the same period last year. In Hong Kong, the Fotomax chain
expanded strategically from 76 shops to 84. High-quality digital
imaging D&P service has become the core business of Fotomax,
with sales of D&P service up by 25.5% and print volume up by
32.4% compared to the same period last year. Sales volume for
digital prints rose 112.8% and CD-Rom recording and film
digitization service also recorded steady growth of 6.1%. This
was driven by the increasing popularity and sophistication of
digital cameras and phone cameras, as well as the success of
the “Digital Kiosk” — a compact computer terminal which allows
customers to order digital prints themselves in just one minute,
at the touch of a screen. The prevalence of digital imaging has
also driven the sales of PC and digital related accessories up by

30% compared with the same period last year.

Marketing

For the six months ended 30 September 2004, the Group has
engaged its brand building strategy to support business
expansion. To sustain brand awareness, the Group has continued
to sponsor and participate in various public activities, including
photo contests, tournaments, nationwide seminars, professional
talks, exhibitions, trade shows, product training, TV programs
and joint promotions to reach our target customers in China,
Hong Kong and Macau. During the period under review, a
successful Lab-Show Campaign was launched to boost the sales
of photofinishing products. A 31% sales increase was recorded
during the campaign period. The Group also launched an
effective tactical alliance trade promotion campaign by means of

joint promotion with several leading dealers in the market.

To raise brand awareness of Fotomax and encourage greater
demand for digital photo printing, a new TV commercial
featuring the young and energetic local actor, Mr. Ron Ng, was
launched and was well received by many young people in Hong
Kong. The TV commercial campaign was run in conjunction with
an extensive campaign of print and outdoor advertising and

shop displays to boost the total sales of the chain.
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FINANCIAL RESOURCES

The Group’s cash and bank balances as at 30 September 2004
were approximately HK$492 million with a zero gearing ratio.
The Group continued to take every measure to extend work
efficiency and cost control. During the six-month period,
advertising and marketing expenses were significantly reduced
by 38% to HK$13 million and administrative expenses
decreased by 16% to HK$35 million, due to effective cost-
control measures. The Group had 603 employees (2003: 971).
Remunerated largely based on industry practice, including
provident funds, insurance and medical benefits. The Group also
adopted a discretionary bonus programme determined annually

base upon the performance of the Group and the employee.

During the period under review, a provision for bad and
doubtful debts of HK$56 million was recorded according to the
accounting policies, trade receivables of HK$169 million were
recorded for the period, while inventory was HK$203 million

(including sales returns of HK$47 million).

OUTLOOK

As a result of the CEPA and the influx of visitors from China, the
Hong Kong economy has exhibited a solid upturn and an
upsurge in consumer spending and investment during the
period under review. The Group remains cautiously optimistic
about business development and will continue to pursue the
business opportunities arising from CEPA in the coming year.
Looking ahead, the Group will continue to implement
comprehensive measures to accelerate growth of both the
wholesale and retail business through different channels. Most
importantly, the Group will reinforce its leadership position in
the digital imaging arena with Fujitilan’s advanced imaging and
information solutions technology, and further strengthen the
brand awareness of Fotomax as the most outstanding and

reliable photofinishing retail chain in Hong Kong.

DIVIDENDS

The directors declared the payment of an interim dividend of
HK1 cent per ordinary share in respect of the period ended 30
September 2004 to shareholders on the register of members on
4 February 2005 (Friday). The dividend will be payable on or
before 24 February 2005 (Thursday). This declaration has been

incorporated in the financial statements.
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CLOSURE OF SHARE REGISTER

The register of members will be closed from 1 February 2005
(Tuesday) to 4 February 2005 (Friday), both days inclusive,
during which period no transfer of shares will be registered. In
order to qualify for the proposed interim dividend, all transfers
accompanied by the relevant share certificates must be lodged
with Tengis Limited, the Hong Kong Branch Registrars of the
Company, at G/F, BEA Harbour View Centre, 56 Gloucester
Road, Wanchai, Hong Kong not later than 4:30 p.m. on 31
January 2005 (Monday).

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 September 2004, the interests and short positions of
the directors in the share capital 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, were as follows:

RAAREBREE Long positions in ordinary shares of the Company:
Percentage of
the shareholding
Name of Nature of Number of in the Company
director interest Notes Capacity shares D NN
o EmtE Bt = FEME R & B ZERBIL
Sun Tai Lun Personal (iii) Beneficial owner 1,000,000
Dennis Corporate (i) Beneficiary of a trust 11,242,000
and others (ii) Founder 700,034,214
BARfmEL (BN %5 BEREAA
DA R ERERA
R H & Al A
712,276,214 61.20
Ng Yuk Wah
Eileen Personal Beneficial owner 250,000 0.02
REFERT (EPN 3= BEREAA
Tang Kwok Tong
Simon Personal (iii) Beneficial owner 400,000 0.03
HEZELE PN BEEAA
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Long positions in shares of the Associated Corporations:

Percentage of

Name of shareholding in
associated Number the associated
Name of director corporations Notes Capacity of shares corporations
BE HEEE A8 B £ BEME KRoO&AE RIEHEE
ZERBDHL
Sun Tai Lun Searich Group (i) Beneficiary of 25
Dennis Limited a trust
BRARmiEL -do- EREBA
(i) Founder of a trust 75
EFERII A
100 100
Sun Tai Lun Fine Products (ii) Founder of a trust 103,000,000 100

Dennis

Limited

BRAMEL

EEAIPA

(i)

(ii)

(iii)

BAMmE LR 11,242,000 R 19 2 & © &
% R 19 B Dago CorporationE ¥ # & ° Dago
Corporation A EBRE ZHEFTMHIL » B
Trident Corporate Services (B.V.1.) Limited ({F
ARRBEAMREREREFIZE MR L ZThe
Dennis Family TrustZ 25t A %) FiEHR °
Dago Corporation7) # & Searich Group
Limited )8 48 2 25% °

BE  BHRZEAKMEThe Sun Family TrustZ
Rl A > 55T B Fine Products Limited Z
2 EE BT A » M Searich Group LimitedZ
75%H Fine Products Limited 748 » & KX f&
18 B ¥ B Fine Products Limited# & #
700,034,214 fX 3 2 # % ° Fine Products
Limited & Searich Group Limited ff #% # & & ¥
HRTXEERRRHEMBEAROGER RIE
BEREIFGD -

FHESHELA LA BREREZHBSAR
TXHEREE]—6 -

(i)

(iii

Sun Tai Lun Dennis was interested in a total of 11,242,000 shares
directly held by Dago Corporation, which was incorporated in the
British Virgin Islands and was owned by Trident Corporate Services
(B.V.I1.) Limited in its capacity as the trustee of The Dennis Family
Trust, a trust established for the benefit of Sun Tai Lun Dennis and
his family members. Dago Corporation also held 25% of the share
capital of Searich Group Limited.

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

Details of the directors’ interests in the share options of the
Company are separately disclosed in the share option scheme
below.
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Save as disclosed above, as at 30 September 2004, none of the
directors of the Company and their respective associates had
any interest or short positions in the shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
had to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he/she had taken or deemed
to have under such provisions of the SFO) or which were
required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein or which were required,
pursuant to the Model Code contained in the Listing Rules, to

be notified of the Company and the Stock Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ interests and
short positions in shares and underlying shares” above, at no
time during the year were rights granted to any directors or
their respective spouse, or minor children, to acquire benefits
by means of the acquisition of shares in or debentures of the
Company, or were any such rights exercised by them, or was
the Company, its holding company or any of its subsidiaries a
party to any arrangement to enable the directors to acquire such

rights in any other body corporate.
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M 2004F9A30H ' IREFHFRBEKRGE As at 30 September 2004, the following persons had interests
BBIRREEF 2 ERBRMAE - THAL or short positions in the shares and the underlying shares of the
REQBAROREEROGEFEEZRAE ¢ Company as recorded in the register of interests required to be

kept by the Company pursuant to Section 336 of the SFO:

(1) ARAATEMZBRRERRE LITERE (1) Long positions of substantial shareholders who were
BATEI0%NRALERERZETERRZ entitled to exercise or control the exercise of 10% or more
Ha of the voting power at any general meeting of the

Company.
Percentage
of
Number of Company’s

Name of Capacity and ordinary issued share

shareholder nature of interest shares held Notes capital

IRER & 7B BEMER BELZAER Ff 5£ BEART

BENE #HE 2ETRA
Bt
Sun Tai Lun Dennis Beneficial owner 1,000,000
BEEAA
Beneficiary of a trust 11,242,000
EREE@EA
Founder 700,034,214
BRfWmEL ERERI A
712,276,214 61.20
Fine Products Beneficial owner & interest 700,034,214 (a) & (b) 60.15
Limited of controlled corporation
BEREAARZELERER
Searich Group Interest of controlled 600,034,214 (a) & (b) 51.56
Limited corporation
Trident Corporate Trustee 711,276,214 (a) & (b) 61.12
Services (B.V.I) Limited EREFEAEA
Tang Sau Ying Betty Interest of spouse 712,276,214 (a) & (b) 61.20

BER [ R
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(2) Long positions of other persons who were entitled to exercise

or control the exercise of 5% or more of the voting power at

B any general meeting of the Company:
Percentage
of
Number of Company’s
Name of Capacity and ordinary issued share
shareholder nature of interest shares held Notes capital
RER &8 BEMHER BEEBER Mt & BEART
RS #HE B EITRA
ERe
The China Retail Beneficial owner 101,802,632 8.75
Fund, LDC ERERA
Fung Kwok Lun Interest of controlled corporation 70,000,000 (d) 6.01
William)5 Bl # SEEEER
Li Fung (Retailing) Beneficial owner 70,000,000 6.01
Limited BREAA
ME(ZE)ARLA
Li Fung (1937) Interest of controlled corporation 70,000,000 6.01
Limited ZEEEER
ME (1937) BERAF
King Lun Holdings Interest of controlled corporation 70,000,000 6.01
Limited FEEEER
J.P. Morgan Trust Trustee 70,000,000 (e) 6.01
Company (Jersey) BEREEA
Limited
B = Notes:
(a) ARATEEITHRH M 100,000,000 i 17 B (a) 100,000,000 shares representing 8.59% of the Company’s shares in

8.59%FH Fine Products LimitedE Z#H » H
% 600,034,2148% I ¥ H Searich Group
Limited## % * MFine Products Limited Bl &
ZAA B BITRATS% o Fine Products
LimitedREBE L FHBSEMA L - HTrident
Corporate Services (B.V.l.) Limited/F & {55t

ABDES -

capacity as the trustee of the Sun Family Trust.

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

(b) ZERZCHEHEERAMBZEZZA (b) Such interest has been included as the interest of Sun Tai Lun

Dennis.



() BERERAZBWMBREAGZREMES
712,276,214 AT R 1D % o

(d) BERZEZDEB-RIIZREEMESE
AL (ZE)EARAF - MEU3NERLQF
K King Lun Holdings Limited °

(e) J.P. Morgan Trust Company (Jersey) Limited
ZHERNEB-RIZEZIEMESE DL
(ZE)BRLQA > FE(1937)BR A 7 RKing
Lun Holdings Limited °

B ESCATIEEE & b 0 R 20045 9H30H » &
NEEFEzRRECMALBLEEMEM
ATREATRDBEERGPEERERSK
REMBERBEFRPERAEXVIHE2RS
DEEADEWBEREINALQTERES
REERPIEIHRMEBETFHEFZELMA -

(c) Tang Sau Ying Betty was deemed to be interested in 712,276,214
shares of the Company through the interests of her spouse, Sun Tai

Lun Dennis.

(d) The interests of Fung Kwok Lun William were held via a chain of
controlled corporations, namely Li Fung (Retailing) Limited, Li Fung
(1937) Limited and King Lun Holdings Limited.

(e) The interests of J.P. Morgan Trust Company (Jersey) Limited were
held via a chain of controlled corporations, namely Li Fung
(Retailing) Limited, Li Fung (1937) Limited and King Lun Holdings
Limited.

Saved as disclosed above, as at 30 September 2004, there was
no other person who was recorded in the register of the
Company as having interests or short positions in the shares or
underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section 336
of the SFO.
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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.

During the period, 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 New Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time.

As at 30 September 2004, no shares were issuable under share
options granted under the Old Scheme as 1,460,000 shares
issuable under share options granted under the Old Scheme
lapsed subsequent to the expiry of the exercise period on 30
June 2004.
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Under the New Scheme, 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 total number of shares issued and to be issued upon
exercise of the options granted to each participant (including
both exercised and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares in issue.

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 at shareholders’ meetings.
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SHARE OPTION SCHEME (Continued)

The following share options details under the Old Scheme

during the period:

Number of share option

Kk

Company’s shares

BREHA ARARE
Exercise

price At grant At exercise

Lapsed Exercise of share date of date of

Name or category At during At Date of grant period of  options** options options

of participant 1 April  the period 30 September  of share options* share options BRE RHBR TERR

2EREMEY RaB1H KR R9A308 RitE BRE TEE- BERE EEHE

<yl 2004 KX 2004 R B TS HK$ HK$ HKS

B3 Directors

YN Sun Tai Lun Dennis 1,000,000 1,000,000 - 21/6/2000  21/6/2000 - 30/6/2004 0.7568 0.97 -

HEFE Tang Kwok Tong Simon 400,000 400,000 - 21/6/2000  21/6/2000 - 30/6/2004 0.7568 0.97 -
HitfEE > Other employees,

okl in aggregate 60,000 60,000 - 21/6/2000  21/6/2000 - 30/6/2004 0.7568 0.97 -

1,460,000 1,460,000

B > 1,460,000 ERFMBESRE L
BEZHERECN2004F68308BBITE
HPR B KRR o

EMARAROBRE STREAERE
E o

. BRESBHAREEME  ETESARKE
R o

o BREZTEESHEFHRIBTAR A
DARAHRAMBL LD HAE -

o ERFIFBACEARBRERHZAZRERE
RHBREAZA—EXZ A - ROVBEAR
ZWHE - ERFAINBEADTRBERETEZ
A2 BR{E 5 FT 1% 58 S50 7 2 R0 BB IR A 1T fR B Bt
R EZ MEFIIE o AR H AL EE R
ERTEREH  RTREREES -

During the period, a total of 1,460,000 share options originally

granted to two directors and certain employees, lapsed

subsequent to the expiry of the exercise period on 30 June,
2004.

No theoretical value of the share option is disclosed as no share

options were granted during the period.

*

%

ok k

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 exercise of options
within the disclosure category. As no share option was exercised or
cancelled during the period, no disclosure of such information was

made.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
Neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the

period.

CODE OF BEST PRACTICE

None of the Directors is aware of information that would
reasonably indicate that the Company is not, or was not for any
part of the accounting period for the six months ended 30
September 2004 in compliance with the Code of Best Practice as
set out in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited, except
that the independent non-executive directors were not

appointed for specific terms.

AUDIT COMMITTEE

The Company has an audit committee which was established in
accordance with the requirements of the Code of Best Practice,
for the purposes of reviewing and providing supervision over
the Group’s financial reporting process and internal controls.
The audit committee comprises five independent non-executive

directors of the Company.

ON BEHALF OF THE BOARD
Sun Tai Lun Dennis

Chairman and Managing Director

Hong Kong, 8 December 2004
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