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1.

30 September 2006

ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial
statements of China-Hongkong Photo Products Holdings
Limited (the “Company”) and its subsidiaries (collectively
known as the “Group”) for the six months ended 30
September 2006 have been prepared in accordance with
Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting”. The accounting policies and basis of
preparation adopted in the preparation of the interim
financial statements are the same as those used in the
annual financial statements for the year ended 31 March
2006, except for the adoption of the amendments to Hong
Kong Financial Reporting Standards (“HKFRSs”, which also
include HKASs and Interpretations) as disclosed in note 2

below.

CHANGES IN ACCOUNTING POLICIES

2.1 Impact of revised HKFRSs
The Hong Kong Institute of Certified Public Accountants
has issued a number of new and revised HKFRSs, which
are generally effective for accounting periods beginning
on or after 1 April 2006. The Group has adopted the
following revised HKFRSs which are pertinent to its
operations and relevant to these unaudited condensed

consolidated interim financial statements:

HKAS 21 Amendment Net Investment in a Foreign
Operation
HKAS 39 & HKFRS 4

Amendments

Financial Guarantee Contracts

The adoption of these amendments has had no material
impact on the accounting policies of the Group and the
methods of computation in the Group’s unaudited

condensed consolidated interim financial statements.

2.2 Impact of issued but not yet effective HKFRSs

The Group has not applied the following new and
revised HKFRSs, which have been issued but are not yet
effective, in these unaudited condensed consolidated

interim financial statements:

HKAS 1 Amendment Presentation of Financial
Statements: Capital Disclosure
HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC) — Int 8 Scope of HKFRS 2

HK(IFRIC) — Int 9 Reassessment of Embedded

Derivatives
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2.

3.

CHANGES IN ACCOUNTING POLICIES (Continued)

2.2 Impact of issued but not yet effective HKFRSs
(Continued)
The HKAS 1 Amendment shall be applied for annual
periods beginning on or after 1 April 2007. The revised
standard will affect the disclosures about qualitative
information about the Group’s objective, policies and
processes for managing capital; quantitative data about
what the Group regards as capital; and compliance with
any capital requirements and the consequences of any

non-compliance.

HKFRS 7 incorporates the disclosure requirements of
HKAS 32 relating to financial instruments. This HKFRS
shall be applied for annual periods beginning on or after
1 April 2007.

The HK(IFRIC) — Int 8 and 9 shall be applied for annual
periods beginning on or after 1 April 2007.

The Group has not early adopted these new HKFRSs in
the financial statements for the six months ended 30
September 2006. The Group has already commenced an
assessment of the impact of these new HKFRSs but is
not yet in a position to state whether these new HKFRSs
would have a significant impact on its results of

operations and financial position.

SEGMENT INFORMATION

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.
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3. 2HEN (#) 3. SEGMENT INFORMATION (Continued)
TREBAEBEEH Z2006F K& 2005F9A The following table presents revenue and results for the
30HLEGAAEBIEZRERESE - Group's business segment for the six months ended 30

September 2006 and 2005.

Wholesale Retail Corporate and other Eliminations Consolidated
ik 2E PEREM i G4
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaduited) (Unaudited) (Unaudited) (Unaudited)

(REEH) (REER) (REEK) (REEN) (REEQ) (REEQ) (REER) (REEQ) (REEH) (REER)
HKS'000  HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000
BMTR  BRTR BMTr  BRTR  EMTr  BRTR  ENTr  RRTR BMTn  B%TR

PENE: Segment revenue:
AREE Sales to external
ZHE customers 612,084 87,184 - 699,268
BEEZRER Intersegment sales 35,712 - - _
Rt AR b Other income and gains 758 666 1,153 2,511
@it Total 648,554 87,850 1,153 701,845
PEEE Segment results 47,00 (3,523) (1,259) 12314
FABBA Unallocated income 5,553
BN A fEER Share of profit of an associate - 348 348
RE Tax (3,405)
# " rﬁﬂ Profit for the period 44,810
4. Ht AR zE 4. OTHER INCOME AND GAINS
For the six months
ended 30 September
HZ9A30H 6@ A
2006 2005
(Unaudited) (Unaudited)
(RE&ERZ) (REER)
HK$’'000 HK$’000
BET T BT T
F B UK A Interest income 5,553
HeWAEEE Gross rental income 1,153
HEER 2 2 BY Subsidies received from a supplier 949
HEBEL QAW Gain on disposal of an associate -
Hi Others 475

8,130
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5. BR¥ AR 5. PROFIT BEFORE TAX
AEBZBRBARALEMB G AU TH The Group's profit before tax is arrived at after charging/
H i B E - (crediting):
For the six months
ended 30 September
BZ9H30HLL6EA
2006 2005
(Unaudited) (Unaudited)
*EF) *REF)
HK$’000 HK$’000
BT T BT T
wE Depreciation 10,148 13,519
ﬁﬁw?ﬁ L HEERX Recognition of prepaid land lease payments 345 345
BEGFEREFE Net realisable value provision/(write-back of
/Gﬁ@—f“ﬁiﬁﬁ- = B 1% net realisable value provision)
FE) for inventories (18,163) 6,743
6. HIE 6. TAX
For the six months
ended 30 September
BZ9830HLL6EA
2006 2005
(Unaudited) (Unaudited)
(REEERZ) (RE&EZ)
HK$°000 HK$’000
BT T BT T
BIE —&# Current — Hong Kong 8,111 4,041
BN HA — Current — PRC 487 -
IR T Deferred 87 (636)
HRABELZHE Total tax charge for the period 8,685 3,405

EBFEBBRIBHANES BRI 2 5 ER
BUBRA > B AREEE T HE QSRR
EoBKEERR  BRBE17.5%(BZE2005
FOA30HLG6MAA : 17.5%) BB EHE

FEBAYE|ELHEEARRE - REZE
2005F9H30R L6fA R R » FEREEE AT
BIBBE171,000t DEt ABHGEERE
ZITEEEE ATDEFR] -

Hong Kong profits tax has been provided at the rate of
17.5% (six months ended 30 September 2005: 17.5%) on
the estimated assessable profits arising in Hong Kong
during the period, after offsetting certain amounts of the tax

losses carried forward by certain subsidiaries of the Group.

No tax was shared from an associate during the current
period. During the six months ended 30 September 2005,
share of tax attributable to an associate amounting to
HK$171,000 was included in “Share of profit of an
associate” on the face of the condensed consolidated

income statement.
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7.

DIVIDEND

For the six months
ended 30 September
BZ9A30H L6f@ A

2006 2005
(Unaudited) (Unaudited)
(REER) (REE®R)
HK$’'000 HK$’000
BT T BT T
FHRE-SRERREBY Interim — HK3.8 cents (2005: HK2.2 cents)
3.81l1(2005% : B#E2.24) per ordinary share 44,225 25,604

EEEN2006F 12878 BRzER L &
BERFORFRKAPHRESREBERBYE
3.8l (20054 : E#E2.24L) °

8. ARAEERBREREEAELAER
EF
B Z2005F K 20065F9H30R L6l B 2 &
REAREERFNZREUTEAFE

8.

At a meeting of the board of directors held on 7 December
2006, the directors resolved to pay an interim dividend of
HK3.8 cent (2005: HK2.2 cent) per ordinary share to

shareholders.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

The calculations of the basic and diluted earnings per share
for the six months ended 30 September 2005 and 2006 are

based on:

For the six months
ended 30 September
BZE9A30H LL6EA

2006 2005
(Unaudited) (Unaudited)
(REE®X) (REE®)
HK$’000 HK$’000
BET T BET T
BA Earnings:
ARGESREREFZ Profit attributable to equity holders of
ELAREEEREA the Company for the purpose of basic
FE AR R R earnings per share calculation 69,371 44,750
For the six months
ended 30 September
BZ9F30HLL6EA
2006 2005
(Unaudited) (Unaudited)
(REEX) (REE®)
BHHE : Number of shares:
ARGTEESRELRRFZ Number of ordinary shares in issue
HRE#T during the period used in calculation
ZEREE of basic earnings per share 1,163,828,377 1,163,828,377

HRASEEBENEMEFEEEE
2B WL E A E 20065F & 20055
OH30BLLERACZERBERERN S -

Diluted earnings per share amounts for the six months
ended 30 September 2006 and 2005 have not been
disclosed as there were no diluting events existed during

the current and prior periods.
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9. EWREARERE 9. TRADE AND BILLS RECEIVABLES
AEBREBECRSETEUAREFNE The Group’s trading terms with its customers are mainly on
T EHEF—REZELENR - RIRH— credit, except for new customers, where payment in
RAB30BZ2HE  EFHRABEZNIRD advance is normally required. The credit period is generally
AERZE 1208 - for a period of 30 days, except for certain well-established

customers where the terms are extended to 120 days.

REREBBEFAE  UTHANMKRBEEASE An aging analysis of the Group’s trade and bills receivables
BRVKRERZENREEER ZRERD M as at the respective balance sheet date, based on payment

due date and net of provision, is as follows:

30 September 31 March
9H30H 3A31H
2006 2006
(Unaudited) (Audited)
(REEEZ) (RE®R)
HK$°000 HK$’000
BT T BT T
BIERZ 318 A Current to 3 months 73,103 80,311
4Z26fE A 4 to 6 months 704 4,128
72918 A 7 to 9 months - 357
o8 A £ Over 9 months 1,138 1,901
74,945 86,697
10. ENREARREE 10. TRADE AND BILLS PAYABLES
REBEERRESKREZBHHE A& An aging analysis of the Group’s trade and bills payables as
BENKREREBENRSEEB ZRR MW at the respective balance sheet date, based on the date of
T goods purchased and services rendered, is as follows:
30 September 31 March
9H30H 3A31H8
2006 2006
(Unaudited) (Audited)
(REEZ) (REZ)
HK$°000 HK$’000
BT T BT T
ENERZE3ME A Current to 3 months 18,014 45,401
3fE A B £ Over 3 months 2,732 4,435

20,746 49,836
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11.

12

13.

BEALXRS

REERTEIEEERAEZMENT ¢

30 September 2006

11. RELATED PARTY TRANSACTIONS

are as follows:

The Group’s compensation of key management personnel

For the six months
ended 30 September
BZ9A30H LA A

2006 2005

(Unaudited) (Unaudited)

(REEZ) (REEZ)

HK$’000 HK$’000

BT T BT T

EHEEREF Short term employee benefits 3,892 3,038

BBEER Post-employment benefits 24 18

HTEEEEAS Total compensation paid to key

el Rk management personnel 3,916 3,056

HERBRSH 12. POST BALANCE SHEET EVENT

R2006F9A 300 #% » RIEAEEE—BH
A 78 #9 3 Z % & & Fuji Photo Film Co. Ltd.
(['FPF]) 20065 6 A 301 P L W 1 & -
HRIEAEBERTMIMEL RN E
BURLEBR]D  AEEEKEERDR
BMREBEREBEMSIHDPFERMN D
7 2006 10H 208 A% - AEE
BEARPFVEBERNEBERDHE -

R2006F 115208  AEEHRERELR LD
8 15 == W EXFPFRZ B It A 42 38 1,8008B £ T
(HB®14ER) - BEWOE > RAKEAR
B EEENETAALGREZRUESY
2 EREFRRERERILIHEBEER
ZHEY BERFE WA MEZER
ARIEBERETEHARNEBEB E2007F38

T 81

Subsequent to 30 September 2006, the Group ceased to be
the distributor of certain products of Fuji Photo Film Co. Ltd.
(“FPF”) in Japan, a major supplier of the Group, including
graphic arts and medical imaging products, with effect from
20 October 2006 pursuant to an agreement entered into
between the Group and FPF on 30 June 2006 to terminate
certain distributorship agreements with certain subsidiaries

of the Group (the “Termination Agreement”). The Group will

remain as a sole distributor of photographic developing and

processing products of FPF.

On 20 November 2006, the Group received gross
compensation income of US$18 million (approximately
HK$140 million) from FPF in respect of the early termination
of distributorship agreements. Notwithstanding this, as of
the date of this report, the board of directors (the “Board”)
is still in the process of assessing the net financial impact of

the Termination Agreement, including but not limited to

BSIBLEEZHBEREBEERTAEE - expenditures, provisions and tax, if any, incidental to the

early termination of distributorship agreements, and the

PHMBRER M E

ZEMPREPHITBRRE R20065F 12

RBIBEE=SHERKETE -

Board is of the view that the Termination Agreement will

not have a material adverse impact on the financial

performance of the Group for the year ending 31 March

2007.

13. APPROVAL OF THE INTERIM FINANCIAL STATEMENTS

These condensed consolidated interim financial statements

were approved and authorised for issue by the board of

directors on 7 December 2006.



