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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 2005.

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 2005 has
recorded a growth of 12% to HK$596 million (2004: HK$531
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 50% to HK$18 million and
administrative expenses decreased by 13% to HK$77 million,
due to effective cost-control measures. Trade receivables also
decreased by 62% to HK$96 million for the period, while
inventory was slightly up 10% to HK$195 million because of
prudent management of trade receivables and inventory. The
Group had 540 employees (2004: 654), 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 employee.

RESULTS AND DIVIDENDS
The Group’s profit for the year ended 31 March 2005 and the
state of affairs of the Company and of the Group at that date are

set out in the financial statements on pages 39 to 83.

An interim dividend of HK1 cent per ordinary share (2004: HK1
cent per share (special)) was paid on 24 February 2005. The
directors recommend the payment of a final dividend of HK2
cents per ordinary share (2004: Nil) and final special dividend of
HK8 cents per ordinary share (2004: HK10 cents per share
(special)) in respect of the year, to shareholders on the register
of members on 26 August 2005. The dividend will be payable
on 22 September 2005. This recommendation has been
incorporated in the financial statements as an allocation of
retained profits within the capital and reserves 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 reclassified as appropriate. This summary does

not form part of the audited financial statements.

Year ended 31 March
BZEZ3A3IBLFEE
2005 2004 2003 2002 2001
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

EERHE Turnover

1,232,828 1,395,111 1,735,428 1,530,706 1,513,685

BREREMIEE Net profit/(loss) from ordinary
E -y activities attributable to
S (F518) B4 shareholders

45,345 (61,647) 18,425 41,847 103,564

BE- -BER  ASSETS, LIABILITIES AND
DERERMEEZE  MINORITY INTERESTS

Year ended 31 March
HZ3A31BLEE
2005 2004 2003 2002 2001
HK$’000 HK$°000 HK$’000 HK$°000 HK$’000

wWEE Total assets
wEeE Total liabilities

LHRRES Minority interests

1,132,014 1,231,110 1,419,810 1,424,722 1,357,703
(131,878) (148,008) (255,032) (244,889) (188,564)
(16,073) (16,313) (16,358) (14,873) (20,614)

984,063 1,066,789 1,148,420 1,164,960 1,148,525
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FIXED ASSETS
Details of movements in the fixed assets 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 84.

SHARE CAPITAL AND SHARE OPTIONS

There were no movements in either the Company’s authorised
or issued share capital during the year. Details of the Company’s
share capital are set out in note 25 to the financial statements.
Details of movements in the Company’s share options during
the year, together with the reasons therefor, are set out in note

26 to the financial statements.
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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 existing

shareholders.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 27(b) to the financial
statements and in the consolidated statement of changes in

equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2005, the Company’s reserves available for
distribution, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to HK$311,343,000
of which approximately HK$23,277,000 and HK$93,106,000
have been proposed as a final dividend and a final special
dividend, respectively, 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$168,000.

DIRECTORS

The directors of the Company during the year were:

Executive directors:
Sun Tai Lun Dennis (Chairman)
Ng Yuk Wah Eileen

Tang Kwok Tong Simon

Independent non-executive directors:

Au Man Chung Malcolm

Chiang Yun Rachel

Li Ka Fai David (appointed on 15 September 2004)
Liu Hui Allan

Wong Chi Yun Allan
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In accordance with bye-law 101 and bye-law 110A of the
Company’s bye-laws, Mr Li Ka Fai David, Mr Au Man Chung
Malcolm and Mr Tang Kwok Tong Simon 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.

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:

Sun Tai Lun Dennis
Ng Yuk Wah Eileen

Tang Kwok Tong Simon

Each service contract had a remaining unexpired term of 12
months as at 31 March 2005 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.
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DIRECTORS’ INTERESTS IN CONTRACTS

No director had a beneficial interest, either directly or
indirectly, in any contract of significance to the business of the
Group to which the Company and any of its holding companies

or subsidiaries was a party during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 March 2005, the interests and short positions 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:

Long positions in ordinary shares of the Company:

Number of shares held, capacity and nature of interest

BEROEE  SOREZME

Directly Percentage of the

beneficially Founder Beneficiary Company'’s issued

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

EHEER RADRBEIT

B P 5E ERBERESR EEA-EIN BAA Bt REZERBEIK

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

Ng Yuk Wah Eileen 250,000 - - 250,000 0.02
REE

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

1,650,000 700,034,214 11,242,000 712,926,214 61.25
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The interests of the directors in the share options of the
Company are separately disclosed in note 26 to the financial

statements.

BB EEROREEROG 2FAE :

Long position 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
FEERZ REELZEERT
B3 HELEER HADAE# b3} BERNEE FORME BRAzBAK
Sun Tai Lun Searich Group Company’s Ordinary 25 Beneficiary
Dennis Limited intermediate shares of a trust
YN holding (note (i)
company
KRR ZH L ER<BE&E
NERDH (M=) EAA
Searich Group Company’s Ordinary 75 Founder
Limited intermediate shares of a trust
holding (note (ii))
company
KRR ZH EER EEAIRA
NERLF iEAm)
100 100.0
Sun Tai Lun Fine Products Company’s Ordinary 103,000,000 Founder 100.0
Dennis Limited ultimate shares of a trust
BAf holding (note (ii))
company
ARAZ EBR EREAIRA

BRERLE

(B =E i)
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(i) BRWELHIRIESHLEER AT 11,242,000
B 2 fE s o %% IR 15 i Dago CorporationH
$58 ° Dago CorporationA 3 8 5 Z #f B &t it 5
3 » ATrident Corporate Services (B.V.1.) Limited
(ERARRBEABELETRIERERBE MR L
ZThe Dennis Family TrustZ 2 5t A & 17) Fr %
& ° Dago Corporation7i 3% B Searich Group
Limited 2 8 1T R 4525% ©

(i) HAE AR+ EThe Sun Family TrustZ £l
# A 1= 7E ¥ BFine Products LimitedZ &
EBE BT A » MSearich Group LimitedZ B
B 1T IR 7K 75%H Fine Products Limited 75 >
W% Kt L 3R BB Fine Products
Limited¥$ & 4 A § 700,034,214 R 19 = &
# ° Fine Products Limited& Searich Group
Limited I AR RIBBERFRTIXETER
RRHEMEARGREBRD zEZRAE]
A ©

B ESCPTIEEE & S 0 R2005F3A31H » &
NEAEBRESEZHEATRALARE
EAEEEZE(EZRRFHFRBEMRMEXV
W) Z2Be - HEROEEZFHEITME
EREEUXAE MERBEHFSFRAERGIE
XVEBE3S2R BEAZGH R 2B MR
RRBEEFANBNERD KRB -

ETkBEMRREZER

BREXTEZERROREERD 2 EER K
Bl -BEUBRRW T 268 B RES BT
BEEN FRALBEAQRXAESHIHEAZ
BRERZLERTEBARLA ZRORE
EEMEEMBETETEZSERN A0
A HEMERASDRAME AR FET L
EAZHBEESTREEANAMEABRE
ZRERER -

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 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.

(ii) 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
his 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.

Save as disclosed above, as at 31 March 2005, none of the
directors of the Company and their respective associates had
registered an interest or short position in the shares, underlying
shares or debentures 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 and in the share option
scheme disclosures in note 26 to the financial statements, 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 directors or their respective spouse or minor
children, or were any such rights exercised by them; or was the
Company and 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 SCHEME

Details of the share option scheme of the Company are

separately disclosed in note 26 to the financial statements.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES

As at 31 March 2005, the following persons had interests or

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:

Number of

Percentage
of

Company’s

Name of Capacity and ordinary issued share
shareholder nature of interest shares held Notes capital
FEALQH
BEMHER FAEEBAR BETRA
IR =R EEMTE # A MY 5E BaL
Sun Tai Lun Beneficial owner 1,000,000
Dennis BRnERA
YN Beneficiary of a trust 11,242,000
ERBEREAA
Founder of a trust
EEAIPA 700,034,214
712,276,214 61.20
Fine Products Beneficial owner & interest 700,034,214 (i) & (ii) 60.15
Limited of a controlled corporation
BEEEAARERLAER
Searich Group Beneficial owner 600,034,214 (i) & (ii) 51.56
Limited BEEAA
Trident Corporate Trustee 711,276,214 (i) & (ii) 61.12
Services (B.V.l) Limited BEREEAA
Tang Sau Ying Betty Interest of spouse 712,276,214 (ii) & (iii) 61.20
B % [TREREE
The China Retail Beneficial owner 101,802,632 8.75
Fund, LDC BEEAA
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(2) Long positions of other persons

Percentage
of
Number of Company’s
Name of Capacity and ordinary issued share
shareholder nature of interest shares held Notes capital
BFEARLH
BEMHER BEEBER BETRA
IR =R EEME #HE M 3£ BAL
Fung Kwok Lun Interest of a controlled corporation 70,000,000 (iv) 6.01
William 5 B 4 ZEEEER
Li Fung (Retailing) Beneficial owner 70,000,000 6.01
Limited EREFTA
ME(ZE)ERLQA
Li Fung (1937) Interest of a controlled corporation 70,000,000 6.01
Limited TEEEER
FE (1937) BR AT
King Lun Holdings Interest of a controlled corporation 70,000,000 6.01
Limited REEEES
J.P. Morgan Trust Trustee 70,000,000 (v) 6.01
Company (Jersey) FEREFEEA
Limited

B 5F - Notes:

(i) ANRATCSEITRMH100,000,0008 i% 15 BD (i) 100,000,000 shares representing 8.59% of the Company’s shares in
8.59%F Fine Products Limited B E#HE » H issue were directly owned by Fine Products Limited. The remaining
£% 600,034,214 B 19 B Searich  Group 600,034,214 shares were owned by Searich Group Limited, in
Limited# 7 + MFine Products Limited 8l # & which Fine Products Limited held 75% of its issued share capital.
ZATEB #ITRATIS% Fine Products Fine Products Limited was incorporated in the British Virgin Islands
Limited R R BERE LEHETMA L » BTrident and was owned by Trident Corporate Services (B.V.l.) Limited in its
Corporate Services (B.V.l.) Limited A The Sun capacity as the trustee of the Sun Family Trust.

Family TrustiS st A S 1D FTHEER ©
(i) ZEEBZCEECTRABELIZEEZZA (i) Such interests have been included as the interests of Dr Sun Tai Lun
Dennis.

(iii) BB HRLZTHEEEERBREAGE LI ZESR (iii) Ms Tang Sau Ying Betty was deemed to be interested in

MEF712,276, 214 DA R D= © 712,276,214 shares of the Company through the interests of her

spouse, Dr Sun Tai Lun Dennis.
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(iv) BEmEEZEBDEB - RISEEEME
B ARNE(ZEE)ERQE - FE1937)FIR
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(v) J.P. Morgan Trust Company (Jersey) Limited
ZEBTEB-RINZEEEMSE DAL
(ZE)BRAE ~ FE(1937)B R 2 8 KKing
Lun Holdings Limited °

B ESCATIEE & b 0 R2005F3H31H » &
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(iv) 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.

(v) 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.

Save as disclosed above, as at 31 March 2005, no person, other
than the directors of the Company, whose interests are set out
in the section “Directors’ interests and short positions in shares
and underlying shares” above, had registered an interest or
short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section

336 of the SFO.

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 34.97%
and 10.29%, respectively, of the Group’s turnover for the year.
Purchases from the Group’s five largest suppliers and the single
largest supplier accounted for approximately 88.38% and
84.12%, respectively, of the Group’s total purchases for the

year.

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.
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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.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied with
the Code of Best Practice (the “Code”) as set out in Appendix
14 (which was in force prior to 1 January 2005) of the Rules
Governing the Listing of Securities on the Stock Exchange of
Hong Kong throughout the year end 31 March 2005, except
that the independent non-executive directors of the Company
are not appointed for specific terms as required by paragraph 7
of the Code, but are subject to retirement by rotation and re-
election at the Company’s annual general meeting in accordance

with the bye-laws of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as the Company’s
code of conduct for dealings in securities of the Company by the
directors. Based on specific enquiry of the Company’s directors,
the directors have complied with the required standard set out
in the Model Code, throughout the accounting period covered

by the annual report.
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AUDIT COMMITTEE

The Company has an audit committee (the “Committee”) which
was established in accordance with the Rules 3.21 of the Listing
Rules, for the purpose of reviewing and providing supervision
over the Group’s financial reporting process and internal
controls. The Committee comprises the five independent non-
executive directors of the Company. The Group’s audited
financial statements for the year ended 31 March 2005 have
been reviewed by the Committee, who are of the opinion that
these statements comply with the applicable accounting
standards and Listing Rules and that adequate disclosures have

been made.

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
14 July 2005



