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Corporate Profile

NEEER

China-Hongkong Photo Products Holdings Limited (Stock Code: 1123) has a long-established business
partnership with Fujifilm Japan as the sole authorised distributor of Fujifilm products in Hong Kong and
Macau since 1968. The Group has established an extensive network of importers and distributors in these
two markets.

In September 2010, the Group was appointed by Fujifilm Japan as the exclusive agent in Hong Kong, the
first overseas market outside Japan, to launch and trade Fujifilm skincare products via the brand name of
“Fujifilm Beauty”.

Backed to July 2001, the Group acquired Fotomax Holdings Limited and started to broaden its network
from wholesale to include retail business. Through this expansion, the Group operates Fotomax, a
leading retail chain that provides photographic processing services across Hong Kong. Fotomax shops
use Fujifilm digital laser printing technology to provide high quality photofinishing and digital output
services. Fotomax also provides a full range of imaging services include digital imaging and professional
imaging services as well as the sales of other imaging related accessories.

In 2005, the Group established a wholly-owned subsidiary in Beijing for arrangement of future expansion
of its wholesale and retail services network following the granting of certificates through the Mainland
and Hong Kong Closer Economic Partnership Arrangement (CEPA), as preferred Hong Kong wholesale
and retail service supplier.

China-Hongkong Photo Products Holdings Limited was incorporated in Bermuda on 6 July, 1994 and
listed on the Stock Exchange of Hong Kong on 19 September, 1994. The Group is held by the public
(38.8%) and by its founder, the Sun family (61.2%) through Searich Group Limited, Fine Products Limited
and Dago Corporation.
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Mission Statement

We have a long-term perspective and commitment

to the imaging and information business in Hong
Kong and Macau. We strive to achieve steady growth
and a prudent return on shareholders’ funds. China-
Hongkong Photo is dedicated to providing customers
with quality products and services, and contributing to

the communities in which we do business.
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Corporate Principles

® Fostering strong internal relationships between
management and employees

¢ Creating an environment that will encourage
employees to be confident and competent

* Empowering our staff to boost employees’ morale

® Striving to provide quality service and distribute
diversified products to our customers’ satisfaction

* Commitment to effective and open communication
with our shareholders, our customers, our
colleagues and the community

* Actively seeking opportunities to help the

community

TEER

e BEVEERREFNEEBER

e BVEBANIHRE  BEBBKABFON
BT

e BEREFEI RES8IZLR

e RHUSHRBRSTLER STEREBOLRE

e HRF EE BEIRLEREFERZES

o OfExE



Financial Highlights
IR RE

FelRaxEH
HE3A31ALEE

CONSOLIDATED INCOME STATEMENT DATA

Year ended 31 March

2011 2010 2009 2008 2007
HK$’000 HK$'000  HK$'000  HK$’'000 HK$’'000
g Revenue 349,495 340,837 325,284 322,618 827,204
BB ADER(EE) Profit/(loss) before tax 25,415 52,326 (36,749) 52,265 233,714
Frigpip X Income tax expenses (3,126) (6,123) (5,808) (6,047) (14,979)
Bk IE 122 R FE 25 A Profit/(loss) before
ZiaF, (EE) non-controlling interests 22,289 46,203 (42,557) 46,218 218,735
IR ER Non-controlling interests 229 (1,232) 330 165 89
BB ABGEER, Profit/(loss) attributable
(E58) to owners 22,518 44,971 (42,227) 46,383 218,824
®E Dividends (58,190) (58,190) (46,552)  (104,744) (104,744)
BRER Per share data HK cents HK cents HK cents HK cents HK cents
BR(Fi8) Earnings/(loss) 1.93 3.86 (3.63) 3.99 18.80
FEAR S Interim dividend - 1.00 1.00 1.00 3.80
RHERAE B BR B Interim special dividend 2.00 1.50 1.00 2.80 -
BRAREHRE Proposed final dividend 2.00 1.50 - 0.90 5.20
BORARE I Proposed final special
BE dividend 1.00 1.00 2.00 4.30 -
FeMBERAREH CONSOLIDATED FINANCIAL POSITION DATA
M3A31H As at 31 March
2011 2010 2009 2008 2007
HK$’000 HK$000  HK$'000  HK$’000 HK$’'000
(Restated) (Restated) (Restated) (Restated)
(E31) (E31) (E31) (E51)
M BERRE Property, plant and equipment 26,397 29,263 39,082 45,178 53,914
REME Investment properties 152,950 139,740 130,315 124,194 103,248
meE Goodwill 35,878 35,878 35,878 35,878 35,878
BERERRATE Financial assets at fair value
FTEZEREE through profit or loss 126,174 161,437 168,207 236,792 -
RekREEEER Cash and cash equivalents 582,482 586,355 610,197 680,619 965,257
HitREEE (&) Other net current assets/
EE (liabilities) (2,341) 4,808 (12,792) (26,227) (36,691)
HEERABEE Total assets less current
liabilities 930,837 964,805 979,261 1,108,936 1,133,248
FERER Non-controlling interests (9,853) (10,082) (15,592) (15,922) (16,087)
FREBEE Non-current liabilities 26,962 29,828 (31,368) (35,048) (8,363)
BRES Shareholders’funds 894,022 924,895 932,301 1,057,966 1,108,798
% % % % %
BEREEALL R Debt to equity ratio = - _ _ _
& & B H|E Return on equity 2.52 4.86 N/A 4.38 19.74
TREZE Dividend pay-out ratio 258.42 129.53 N/A 226.63 47.89
TNt = Current ratio 831.29  1,084.04  1,037.33 1,140.46 984.95
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Chairman’s Statement 2010/201 1
FFERE

We continue to enjoy some very powerful advantages

that are keeping us at the forefront of the industry in Hong Kong.

EMERABEEABEREBERETEE MW -

The year ended 31 March 2011 saw a certain degree of stabilisation in the global
economy which enabled the Group to capitalise its hard work and achieve improved
result over last year.

One of the highlights of the year was our decision to take our relationship with Fujifilm
Japan to a new level. Having been a successful distributor of Fujifilm products for

few decades, the Group further gained the sole right to distribute Fujifilm’s skincare
products in Hong Kong in 2010. The Fujifilm skincare products have proved extremely
successful at its home market in Japan, and we also are very optimistic about this new
product line in Hong Kong as it has received public praise in just a short period after its
launch since September 2010. Currently we are looking to expand the number of our
outlets for these products, with the goal of opening around 10 shops in Hong Kong by
the end of its first year of operation.

HE2011F3831HLEFE  2REBFCTRABTRE  MEEEBENS L - SEEXS
REFARNE -

AEE-—AREDEBATHAARE T NREEHEE - EESFRMID HFujifilmER
R2010F EEBFUjiIimEBEEMETBENBERRBE - FujiimEEERMEREMR B ERE
FEF £EEN2010F98BHIIABTETS  BETANEBRAEFSHK - SEIEEFYH
FujiilmEEERNARREE BEZFHRREHEH  FER-—FAETEEHHELEAY
10f °



Our traditional businesses of merchandising, photofinishing and technical services
performed steadily throughout the year. The ongoing demand for our digital cameras
and the well-performed new DocuXpress one-stop service built up a positive reputation
and generated healthy revenue for the Group.

We continue to enjoy some very powerful advantages that are keeping us at the
forefront of the industry in Hong Kong. Our consistent high product quality is one;

in particular, our use of Fujifiim HD premium paper for photo prints ensures excellent
picture quality, and the Fotomax “Total Satisfaction Guarantee” serves as an important
reassurance for many of our demanding customers. We also benefit from our exclusive
right for the use of Disney and Sanrio characters in our gift imaging range. Hugely
popular across Hong Kong, these characters generate a significant demand for our gift
items. In addition, our wide and heartwarming ranges of gift imaging items, making us
an essential stop for consumers looking for unique gifts for special occasions. Practically,
we are noticeable with our extensive network of Fotomax shops across Hong Kong. It
is not only the largest, but also the most secure network for providing services from
photographic related areas to a full range of document services, including file output,
scanning, copying, lamination, binding, fax and email services.

However, we do anticipate some challenges in the year ahead, such as rising property
values and rent as well as the introduction of the new Minimum Wage Ordinance. To
counterbalance these cost increments, we will be running a number of new initiatives
that should cut costs, boost efficiency and stimulate new businesses. For instance, we
are looking at opening smaller scale Fotomax deal shops that would primarily act as
‘feeders’ to our main stores, establishing a presence in neighbourhoods without the full
rental and equipment costs associated with standard Fotomax premises. Such feeder
stores would not be equipped with developing and processing (D&P) machines, so
set-up costs would be low and it would be easy to adjust their distribution in light of
market demand. They would, however, handle ordering, allowing us to penetrate more
widely into different parts of Hong Kong without a large financial commitment. In a
related move, we are planning to increase exposure of our D&P business and expand
our distribution channels by setting up sales counters in upmarket department stores,
making it even easier and more convenient for shoppers to manage their D&P needs as
they shop.

FREENERBEE  FORRMBRBEEEGEERBETRE - BRARZIREELA X
BEEEAE |- UHARBIRARY  REETREZZBERDENWS -
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AREERRAY  SEEBREREA  BHEL - i SEETRAHMEEZE  &E
CHEEER  HATPRENSEREBRERNMRAZE -FEL  SEEZNRE
EDERKEMRE  TEBZHEERE  ERMUSUENESEERBE2H LN XMHR
¥ BEXARE - FHE - 20 B8 % GEREHRSE -
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Z ERE-SRENEBRRE - flU EEEZERRDERBELE  TERFE-—REHR
W& |- ZZERHREURTELE  EFSRETDHE  HBAXTRERBXEHNS
BHE  RERZERES MARZRETESFRARIALUE - NAREXDEEERE
RE SEBBARBRENEIL  TUAREEBEEE -SETHAIARSERTEHER
REEEE  EETNEBALBASHERE FFEA-—BBY > —2=RHNRE  BE
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), BETER RN

AEh, P e e

Fun2Print Promotin

[HREBEN JH R



Skincare Products
EEEM

Chairman’s Statement FfE#f%

In addition, we plan to launch Fotomax Easy Order Software to make it simpler and
more enjoyable for customers to manage their print orders; we will also develop an
online ordering platform for our imaging gift business. Extending these moves into e-
commerce, we will develop interesting Facebook fans page and mobile apps to target
those customers who enjoy social networking and like to be able to order our products
at the spur of the moment, wherever they are. As for our specialised services, such as
DocuXpress, we believe these have huge potential due to increasing demand for one-
stop documentation services. There is still much scope for their expansion, so we will
be conducting targeted advertising campaigns to introduce their benefits to specific
user groups. Of course, we should not forget the new skincare products, which I am
confident will soon represent a significant growth area of the Group.

In summary, the result of the past year gives us a very solid foundation for further
growth. With our prosperous wholesales business, we are also becoming one of the
leading retail operators in Hong Kong in photofinishing, imaging gifts, document
solutions and skincare products.

Last but not least, the success of the Group would not have been possible without

the commitment and support of our business partners, investors and many other
stakeholders, to each of whom I offer my sincere thanks. | would also like to thank our
staff across the Group for the expertise and dedication that has helped us standing out
in the market as Hong Kong’s biggest and best in its field.

BEHh - EEETEIH#E HFotomax Easy Order Software ' EEFRRBSRIEHMAKIE &
BET#AHEGERERHBRLITBEES  -AKEEFE®  SEBBIARBUEIERL
K& F M #Facebook BRBEREMABFAZERAER » EEFERMEME AT AGTEBE
ENER AR -—BXAXERBERABZRY  EERANEREREREEEARRED -
BEREREEAGARK BEUEESABCAFRPFETHRED  NAZSEMRBENE
oS FETRIELENESER  TABGOHBAAEESHEIER ZEK -

BEMS 25 TRNEERAFEEXEEREER - RTEBHROMBXRE  FETED
BARZETBREINN  EEM  NEBRARUREERZETELEEETN—E
B -

REBRKEENR  SEZFAUBERY  2HRBEEBHF REERBZESFAEANS
HEEE  AAHBEHUAROEH it FATBRHZRETNERMKRS D - HEIEERE
ABEBITRAE -

Dr Sun Tai Lun Dennis

Chairman
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Operations Review

£ AE)

REVENUE AND PROFIT

With a strengthening economy and the addition of a new product line mid-year, the
Group performed satisfactorily during the year under review. For the year ended 31
March 2011, the Group recorded total consolidated turnover of HK$349 million,

an increase of 2.5% over the HK$341 million turnover achieved in 2010. Net profit
attributable to owners amounted to HK$23 million. Basic earnings per share amounted
to HK1.93 cents. The Board of Directors has proposed a final dividend of HK2 cents per
share and a final special dividend of HK1 cent per share.

FUJALY

MERCHANDISING

Photographic Products

Photographic Products include three major types of products sold by the Group.

The first one is instant products, mainly cameras that can instantly produce prints
directly after shooting. The second one is digital products, including the wide range of
digital cameras sold by the Group. The third one is professional products, referring to
imaging products that deliver a high level of performance and are used by professional
photographers and photography studios.

Sales of instant products fell by 16.1% over the year, resulting primarily from stock
shortage at the supplier’s end. This impacted the Group’s ability to supply instant
products at a pace that could keep up with demand which remains high particularly
among young people.

Newspaper Advertisement

BEES . . .
The sales of digital products increased by 30% due to the ongoing launches of new
digital camera models throughout the year. The innovative new FinePix REAL 3D was
launched with strong demand.

Sales of professional products increased by 69.4%. The Group attributed this to the fact
that more people now prefer using professional images for significant events.

Skincare Products

Following the success of Fujifilm’s self-developed beauty skincare product range in
Japan and the acquisition of the exclusive right for distributing these products in Hong
Kong, the Group opened its first flagship “Fujifilm Beauty” store in Central in September
2010. This was a bold move for a company traditionally associated with photo products
and services, and to date it has proven to be a successful one. Sales have shown
satisfactory progress, and since September we have continued to open skincare stores
in premium strategic locations, including the World Trade Centre in Causeway Bay and
Plaza Hollywood in Diamond Hill, as well as running a roadshow at Langham Place in
Mongkok. We also introduced online ordering in February 2011, enabling customers to
order conveniently from home and then pick up their purchases at any “Fujifilm Beauty”
or Fotomax shops.

2R iaF
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MTR Advertisement
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The wide range of “Fujifilm Beauty” skincare products primarily comprises the ASTALIFT
beauty series, which includes cleansing oils and liquid soaps, moisturising jellies and
whitening essences, and protective creams and emulsions, along with an extremely
popular collagen drink. The popularity of the range has been driven by the awards and
recognitions it has received; for instance, Japanese beauty magazines MAQUIA and
VoCE included Astalift Jelly Aquarysta in their ‘2010 Best Cosmetics’ list, while Hong
Kong beauty magazine JESSICA CODE bestowed it with its ‘2010 Hottest Brand Award’.
Meanwhile, the collagen drink Collagen 10000 has earned a name for itself as the drink
with the highest collagen level among other similar products available in Hong Kong.

PHOTOFINISHING AND TECHNICAL SERVICES

The Group’s photofinishing services are provided by its wholly owned subsidiary,
Fotomax. Revenue from photofinishing services fell slightly, by 3%, compared to the
same period last year. Part of the reason for the drop was the ongoing decline in print
processing of digital files. The Group processed a total of 49.1 million prints over the

year, a decrease of 14.3% from the previous year.

However, other initiatives helped counterbalance this trend. Personalized gifts in the
Fun2Print range have continued to be a good source of revenue for the Group, with
sales holding steady across the year. In particular, sales of our Fotobook items for the
year rose by 5.8%, partly as a result of the launch of 4R/5R/6R photo paper Fotobook
options in December. In addition, the new DocuXpress service, fully launched in
September 2010, recorded 61.9% growth in sales against those of a similar range

of services offered during the same period last year. It is clear that our bundling and
enhancing of these services in the one-stop DocuXpress service was a good move and
is meeting customer needs. As of 31 March 2011 we had a total of 80 Fotomax stores,
an increase of two over the 78 in operation as of 31 March 2010. The average number

of digital kiosks per retail outlet remained stable, at three units per shop.

[Fujifilm Beauty [Z RZEBEEMREZHASTALIFTER R FAMK o ASTALIFTEXR R B
PHERZER REFEREZEARE HERESRREAR UREZSBUNERBER
Bm THERENZERENREMARER  ZWHAEZERTEFIMAQUIARVOCEH
Astalift#g B {FR S 2 (Astalift Jelly Aquarysta) WERRE 2010F B {E{bitm |BER - 8
E R MIEJESSICA CODERIM Astalift R 5 BE[2010F HBRARMIE 1E1E - FAK » BBERK
fCollagen 10000 EEBREESNEBREERMBRE KR o

FhED B K 1l BR 75

SEAEONBRENEEZENBARRBERM - FEHRBELELBEHATER  REFRBFHD
3% BHERBEBHEAITHNERFERA - FEREAFESHEELI 108K  BEFRE
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Rl EEEHCHEMEEREEEFES - [REBDJEACERFEAEEFRELRK
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B HEBERAFEHEREURBRIE LHAc1.0% BREEMBRSRBLLZEREE—
R XERERE IBRESBDEREFTEELER - R2011F38310 » EEHLESORR
BX/5H > B2010F3A831H 278 MME - BEZEH 2T B BIBUEHE #FRN

38 °
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BRAND MANAGEMENT

The Group’s strengths and market leadership are partly built on its acquisition and
strategic handling of brands. Consequently, maintaining high quality and wide range
of its advertising and promotional activities is very important. Let us review the brand
management activities of the year under review in this section.

With several exceptional new FinePix cameras coming into the market, the Group
worked to maximize the public’s awareness of the new models through a range of
advertising initiatives. Upon the launch of the FinePix F300EXR and FinePix Real 3D W3
digital cameras in Hong Kong, a series of TV advertisements were shown in September
and October 2010 on several Hong Kong television channels (including TVB HD Jade, ]2,
Cable TV, and now TV). These were backed by a range of newspapers and magazines,
and outdoor billboards at shopping centres.

Another advanced camera, the FinePix X100 — which is aimed at photography
enthusiasts looking for exceptional quality — came out at the end of the year under
review. The Group promoted it through billboard advertising and other channels. We
are expecting FinePix X100, the new flagship model, to drive significant sales to our
digital camera range in the coming year. Since its launch in March 2011, it has already
received great acclaim for the way in which it brings together a classic, almost retro,
design that references great cameras from yesteryear while introducing cutting-edge
technology — a combination that makes using the camera a unique pleasure. Its world’s-
first hybrid viewfinder, for instance, allows users not only to view the scene they plan to
BruES shoot as they look through it, but also, simultaneously, a range of shot data projected
by an integrated high-definition LCD panel.

Bus Stop Advertisement

The Group also used the awards received by its range of digital cameras as powerful
marketing tools. For instance, in August 2010, FinePix HS10 won the “European Super
Zoom Camera 2010-2011” award, an achievement that spurred sales in Hong Kong.
Other awards included Best 3D digital camera, awarded to the FinePix 3D W3 by DiGi,
which also awarded the FinePix F300EXR the award for Best Long-shot DC (15X zoom
or below). The F300EXR also won the Most Popular Compact Travel Digital Camera
award from DCFever.com.

&R
EENELIMHSESHY - FREEERE ENEFMEERR Al £#HESEENS
BENEEEEEHERER - AHKERDEFANREERED -

BEEZREREE RN ESEFinePix BERET  SEFNU—RISEHFERAZHHBEE
FinePix#H# K 51 Z E ° FinePix F300EXREZFinePix Real 3D W3EEAE#IE2010%F9 104

Billboard Advertisement EHTER —ERBEEEREBZEBERR  BESELHES ]2 » BHEER Know
J. Vo ERARERBEERESEALBEN R OREFNEES o

F—REinE#FinePix XI00REIEFEREL  EENEARFEFEHSEENER - £H
FRPEBEEMREMEEEITEE > BEFinePix X100 HEEME T ERFESEE
BEREEEENEEEARIBE LA © FinePix X100E201 1 F3 8 H BB IS o ZAKE
BAGHEARIN -8 BEELFELIHNECHRER . BESERARRE  SHKEBEAER
¥ o FinePix X100E B2 HEAIREREBEE  AXTEUUEINECERRENSER © Rk
TEEINEHEERSWMERN—RIFEEEIE

EESNBBTHEREREY TRATSEENEOTIAR - fl0 > ®2010F8A8 - FinePix
HS1OMEE R EIBUN R EE1E#582010-2011 ] RIBHEBHE - Hth R BEBBEBADIGH
5% F 8 FFinePix 3D W3MHREFIDEIFHEM - & FFinePix F300EXRMHREFEEDC
(I15XEEH LT ) BIEEM K E ° F300EXREESDCFever.com U 78 3 (Y B = B0 88 (F ik
TEIEAEM -

In order to strengthen the Group’s image as a specialized store for personalised
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imaging gifts, the Group seized the golden season of Christmas and marketed its
Fun2Print and Fotobook services. A series of promotion was conducted with strong
emphasis on calendars and Christmas cards. The Group also launched a new website
(www.fotobook.com.hk) to inspire Fotobook users and provide them with resources,
ideas and online gift ordering facilities. As a result, online calendar sales rose 327.8%
over the same period last year. Furthermore, Fotomax member sales accounted for
31.9% of the total sales of imaging gifts in the year under review. The total number of
Fotomax club members stands at over 300,000, of whom more than 180,000 are active.

Moreover, a number of innovative and modern products and services were introduced
during the year, including the concept of using photos for home decoration. For
instance, we introduced photo enlargement services with stylish framing options and
waterproof imaging stickers for use on wall coverings. All these enabled customers to
make their most treasured photos as the focal points at home as well as merged our
brand into every aspect of the daily customers’ lives.

On the other hand, as our new skincare products represented a major new departure for
the Group, we dedicated significant resources to launch and drive awareness in Hong
Kong. Print media advertising was particularly extensive, and it included the erection of
a large outdoor billboard advertising Collagen Drink 10000 at the front entrance of WTC
More in Causeway Bay in the fourth quarter of the year. Further advertising was carried
out in busy MTR stations and malls. We also placed widespread advertising in several
prestigious and highly popular women’s beauty and lifestyle magazines.

The Group also conducted marketing campaigns for specific “Fujifilm Beauty”

outlets through direct mailing and iPhone users were also able to get discounts by
downloading and using i-coupons when shopping “Fujifiilm Beauty” skincare products.
Some joint promotions in malls were also successful in bringing customers into the
“Fujifilm Beauty” shops, such as the “Special Offer Guide” and the “International
Women'’s Day” promotional campaigns we collaborated with WTC more.
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In February 2011, we offered online ordering of “Fujifilm Beauty” products for customers
registering as members at www.fujifiimbeauty.com.hk. In addition to online ordering,
the website offers members all the latest news along with promotions. There are now
more than 4,000 members of the Fujifilm Beauty Club, who earn points from buying
Fujifilm products that can be redeemed for a wide range of gifts.

OUTLOOK

The outlook for the Group in the coming year is mostly positive. Photo-taking remains
one of the most popular pastimes for people, and having become such an integral part
of daily life of Hong Kong and China people, more and more people are demanding
higher-specification cameras and better quality from their prints. Fotomax remains to
gain customers’ trust as their first choice for photo processing or choosing imaging gifts.
In addition, the recent launch of our new skincare range has diversified our business.
Sales is expected to increase further in all areas of our business as we expand our
online ordering platform.

The Group, as always, continues to launch innovative new products. After launching
the new FinePix X100 in March 2011, we are lining up the launches of several more
new quality cameras aimed at many different users; these include the FinePix F550EXR,
FinePix HS20EXR, FinePix S4000, FinePix XP30 and FinePix S2950 models. The new
cameras will introduce many interesting and innovative features and we expect these
cameras to be very popular. We will also be looking to make it even more convenient
and simple to order a whole range of products online.

Our imaging gift business has plenty of potential, and to realise this we will increase
its exposure. For instance, we plan to install digital promotion signage at all our shops
highlighting our imaging gift range, as well as setting up an easy-to-access online
ordering platform. In addition, we intend to develop a Facebook presence of the brand
to capture those potential customers who enjoy social networking.

R2011F28 - £EABE Rwww.fujifilmbeauty.com.hkE T E FRMHEHE EEE B Fujifilm
Beauty IEMRH - RELBEYH  AUETASERHEEERNBRHIBERRERESE - B
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Magazine Advertisement

Environment Protection

Video Recording Competition
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Operations Review 7% [E1fE

We will continue to promote the advantages of DocuXpress heavily in the coming

year to different target customers. These include parents who need to prepare study

fﬁfﬁﬁ &#ﬁznm 21:'11 portfolios for their children, students who need to print out electronic books, and

R

professionals such as insurance agents without a fixed office space who need to prepare
documentation services while on the move. In order to extend the range of users, we
will also be looking to promote mobile document solutions via mobile Apps for users
of iPhones, Windows phones and Android phones, making DocuXpress a truly mobile

service.

In the past year, we have taken significant steps towards establishing functional online

assistance for different parts of our business. This year we are looking to consolidate

our online activities and develop a Fujifilm Brand Concept Shop in the form of a single
The Community Chest online platform for all our relevant products and services. It will bring together
Sponsorship Fujifilm.com, Fotomax.com and Fujifiimbeauty.com into a single, convenient online

ERNBRSEWEY shopping and redemption programme for our customers.

CORPORATE CULTURE
In every aspect of its operations, and in its interactions with customers, suppliers,
partners and staff, the Group is committed to fostering a corporate culture enshrining

values of ethical behaviour, fairness and inclusiveness, and social involvement.

EERFREBRANERINEFEERAX IBRBETRANEREFE ETERARTER
AEBENRR -JINEFENELE  URRBELELZEFEEH D E > AEZHERIE
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HENRBZRB RS
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EHMERLVNERREYE  EYF—HWRLTAE  BEETHEBSE > BFujifilm.com »
Fotomax.comKFujifilmbeauty.com#ILELE - RAEFERLEN — WX F LBYRIRER

R -
3 3414
PP 1" EEARCEBETARRES - (EH  SEBHRATNID FRRTER A7 &

in Sport Activities
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STAFF DEVELOPMENT

To ensure its products and services are delivered by a motivated and well-informed
workforce, the Group places great importance on keeping its staff happy, dedicated

and in touch with the latest technological developments. Working conditions across the
Group’s operations are of a high standard, and all Group staff have regular opportunities
for further training in areas relevant to their work. During the year under review, this
included training in new software applications and online customer service applications,
a particularly important area given the recent growth of our e-commerce activities. In
addition, regular management and marketing skills training was made available during
the year, with the aim of maintaining a tight-knit team spirit and excellent people skills

across our organization.

SOCIAL RESPONSIBILITY

Rooted and grounded in Hong Kong, the Group is very conscious of its responsibility
to give back to the society that has supported its growth and prosperity over the
years. During the year it continued participating in several of its long-term community
service initiatives, including supporting the Community Chest’s ‘Greening for the Chest’
program and continuing its sponsorship of the Hong Kong Squash ‘Fujifilm Mini-Squash
Promotional Campaign’. We are proud to be able to play regular parts each year in
these worthy causes, which are aimed at improving our natural environment and

encouraging physical activity amongst young people.

In addition, the Group continued its scholarship initiative, which was first launched last
year. We once again offered scholarships for some of the top students of the Institute of
Vocational Education (IVE), an initiative designed to foster some of the exceptional new
talent emerging in Hong Kong. Further, by offering other opportunities for IVE students
(such as work placements and market research activities), the Group is not only helping
young Hong Kong people develop their careers, but is also putting itself in a position to

source talented individuals for the company.
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Executive Directors’ Information

HITESEF

Dr Sun Tai Lun Dennis
Chairman

BAfmEL £E

BRXfttdL > BBS JP BHFo60m AP BRMER
MEBERARZERF EEKENEREER
FHREBBRREEE -BRERIOI6EMASEER
B URBEERERBHI0FLER -

BRATEBYEBSXEREER TBEEY
EEKELREEY EEAEEEBRER B
BETABEBEZESENERKTRETEAZR
BEEE -

BETAESEEHEEERSRIR  AFL2mE
BERAGAREBRAZERBRARN ZBE LIS
TES - BETRI99FERMEMNEE BN
2002FEEZERKRFEHL o

BFEREEEHRRNTEMNAREBEREE L2
fI K % ESouthern California University for
Professional StudiesBEI¥:EBEH L2 F2FE
BT RBRER T REBH T KEBeta Gamma
SigmaR BHREZE  MRATEEEZERAMA
BREHEEEZF -

Mr Sun Tao Hung Stanley
Deputy Chairman
BB EE  BER

Dr Sun Tai Lun Dennis, BBS, JP, aged 60, is the Chairman of China-
Hongkong Photo Products Holdings Limited, responsible for the
overall management and strategic business development of the
Group. He joined the management team of the Group in 1976 and

has over 30 years’ experience in the photographic products industry.

Dr Sun is the Honorary Chairman of the Hong Kong Photo Marketing
Association, Life Honorary Advisor of the Photographic Society of
Hong Kong, Vice Patron of the Community Chest of Hong Kong,
Court member of City University of Hong Kong and Chairman of

Advisory Committee on Travel Agents.

Dr Sun is the Deputy Chairman of The Hong Kong Management
Association. He is also the Independent Non-executive Director

of Dah Sing Financial Holdings Limited and Hanison Construction
Holdings Limited. He was awarded the Bronze Bauhinia Star in 1999

and appointed Justice of the Peace in 2002.

Dr Sun holds a Bachelor’s degree in Pharmacy from the University
of Oklahoma, USA and a Doctorate degree in Philosophy in Business
Administration from Southern California University for Professional
Studies. He is the Honorary Fellow of City University of Hong Kong
and Chapter Honoree of City University of Hong Kong Chapter of
Beta Gamma Sigma. He is the son of Mr Sun Chieh Yeh, former
Honorary Chairman and founder of China-Hongkong Photo Products

Holdings Limited.



Ms Ng Yuk Wah Eileen
Executive Director

REFLLT HITES
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Mr Tang Kwok Tong Simon
Executive Director

BERAE  HTES

Mr Sun Tao Hung, Stanley, aged 33, is the Deputy Chairman of
China-Hongkong Photo Products Holdings Limited. He joined the
Group in 2005 and is currently responsible for the supervision of the
overall marketing and sales areas as well as the Group’s business
development. He is also the Managing Director of Fuji Photo Products
Co., Ltd., one of the subsidiary companies of the Group. Prior to
joining the Group, Mr Sun has worked in Fuji Photo Film Co. Ltd.,
both in Japan and the United States of America, where he conducted
marketing work for their imaging business. Mr Sun holds a Bachelor
of Science degree and a Master of Business Administration degree
from Cornell University, Ithaca, New York, USA. Mr Sun is the son of
Dr Sun Tai Lun, Chairman of the Company.

Ms Ng Yuk Wah Eileen, aged 57, is an Executive Director of China-
Hongkong Photo Products Holdings Limited. Ms Ng joined the Group
in 1978. She has extensive finance and administrative experience
with the Group, having helped it to grow from a local Fuji products
trading company in Hong Kong in 1980s to a leading photographic
wholesale and retail distributor in Mainland China, Hong Kong and

Macau.

Mr Tang Kwok Tong Simon, aged 59, is an Executive Director of
China-Hongkong Photo Products Holding Limited. He joined the
Group in 1978 and has over 30 years’ experience in the photographic
products industry. He is responsible for the supervision of the
Corporate Resources Division of the Group. Mr Tang holds a Bachelor
of Arts degree from the University of Regina, Saskatchewan, Canada.
He is the brother-in-law of Dr Sun Tai Lun.
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Independent Non-executive Directors' Information

BYHATESEH

Mr Au Man Chung Malcolm, aged 62. Mr Au holds a Bachelor of
Science degree in Chemical Engineering and a Master of Science
degree in Food Science both from the University of Wisconsin,

USA and a Master of Business Administration degree from the
University of Toronto, Canada. Mr Au has over 30 years’ experience
in management. Mr Au is an independent non-executive director of
Convenience Retail Asia Limited and an independent director of Eu
Yan Sang International Limited.

Mr Li Ka Fai David, aged 56, is currently the deputy managing
partner of Li, Tang, Chen & Co. CPA (Practising). He is also a fellow
of the Hong Kong Institute of Certified Public Accountants and

The Association of Chartered Certified Accountants, UK as well as
The Institute of Chartered Secretaries & Administrators, UK and

an associate member of The Institute of Chartered Accountants in
England & Wales. He is an independent non-executive director, the
chairman of the audit committee and a member of the remuneration
committee of Cosmopolitan International Holdings Limited, an
independent non-executive director, a member of the audit
committee and a member of the remuneration committee of China
Merchants Holdings (International) Company Limited, an independent
non-executive director, a member of the audit committee and a
member of the remuneration committee of AVIC International Holding
(HK) Limited (formerly known as CATIC International Holdings
Limited), an independent non-executive director, the chairman of

the audit committee, a member of the remuneration committee

and a member of the nomination committee of Goldlion Holdings
Limited and an independent non-executive director and the chairman
of the audit committee of Shanghai Industrial Urban Development
Group Limited (formerly known as Neo-China Land Group (Holdings)
Limited). He is also the former independent director and the
chairman of the audit committee of China Vanke Co., Ltd (2005-
2011).

Mr Liu Hui Allan, aged 54, Mr Liu graduated from the Beijing
University of International Business and Economics and the
Westminster University of United Kingdom. Mr Liu has over 25 years
of experience in foreign direct investments in China, especially in the
consumer and retail sectors. He was formerly the president of The
China Retail Fund LDC, a US$165 million direct investment fund he
originated in 1996, co-sponsored by American International Group.
Mr Liu is currently a managing partner of Pacific Alliance Equity
Partners, which manages over US$1 billion of private equity assets in
China, including the London ATM listed ARC Capital Holdings. Mr Liu
is also a non-executive director of K.P.I. Company Limited.

Dr Wong Chi Yun Allan, GBS, MBE, P, aged 60, is the chairman and
the chief executive officer of VTech Holdings Limited, co-founded

the group in 1976. Dr Wong holds a Bachelor of Science degree in
Electrical Engineering from the University of Hong Kong, a Master

of Science degree in Electrical and Computer Engineering from the
University of Wisconsin and an Honorary Doctorate of Technology
from the Hong Kong Polytechnic University. Dr Wong is a member of
the Commission on Strategic Development, a member of the Greater
Pearl River Delta Business Council and a board member of the Airport
Authority Hong Kong. He is the deputy chairman and an independent
non-executive director of The Bank of East Asia, Limited, and an
independent non-executive director of Li & Fung Limited.
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The Board is pleased to present this Corporate Governance Report
(“CG Report”) in the Group’s annual report for the year ended 31
March 2011.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving high standards of corporate
governance to safeguard the interests of shareholders and to enhance
corporate value and accountability.

The Company has complied with the major code provisions as set
out in the Code on Corporate Governance Practice (“CG Code”)
throughout the year ended 31 March 2011 save for certain deviations
from the code provisions in respect of the separation of the role of
Chairman and Chief Executive Officer and the appointment of the
non-executive directors, details of which will be explained below.

The Company regularly reviews its corporate governance practices to
ensure compliance with the CG Code.

A. THE BOARD
(1) Responsibilities

The Board is responsible for the leadership and control of the
Company and oversees the Company’s business, strategic
decisions and performance. The Board has delegated to
the senior management the authority and responsibilities
for the day-to-day management and operations of the
Company. In addition, the Board has established Board
committees and has delegated to these Board committees
various responsibilities as set out in their respective terms of
reference.

All directors have carried out their duties in good faith, in
compliance with the applicable laws and regulations and in the
interests of the Company and its shareholders at all times.

(2) Delegation of Management Functions
The Board reserves for its decisions on all major matters
of the Company, including approval and monitoring of
all policy matters, overall strategies and budgets, internal
control and risk management systems, material transactions
(in particular those may involve conflict of interests), financial
information, appointment of directors and other significant
financial and operational matters.

All directors have full and timely access to all relevant
information as well as the advice and services of the
company secretary, with a view to ensuring that Board
procedures and all applicable laws and regulations are
followed. Each director is normally able to seek independent
professional advice in appropriate circumstances at the
Company’s expense, upon making request to the Board.
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(3)

The day-to-day management, administration and operation
of the Company are delegated to the senior management.
The delegated functions and responsibilities are periodically
reviewed. Approval has to be obtained from the Board
prior to any significant transactions entered into by the
abovementioned officers.

Board Composition

The Board currently comprises 8 members, consisting of
4 executive directors and 4 independent non-executive
directors.

The list of all directors is set out under “Corporate
Information”. The independent non-executive directors are
expressly identified in all corporate communications pursuant
to the Listing Rules.

Executive directors:

Dr Sun Tai Lun Dennis
Chairman & Chief Executive Officer &
Member of Remuneration Committee

Mr Sun Tao Hung Stanley
Deputy Chairman

Ms Ng Yuk Wah Eileen

Mr Tang Kwok Tong Simon

Independent non-executive directors:

Mr Au Man Chung Malcolm
Chairman of Remuneration Committee &
Member of Audit Committee

Mr Li Ka Fai David
Chairman of Audit Committee

Mr Liu Hui Allan
Member of Audit Committee

Dr Wong Chi Yun Allan
Member of Audit Committee and
Remuneration Committee

The relationships among the members of the Board are
disclosed under “Executive Directors’ Information” and
“Independent Non-executive Directors’ Information” on page
18 to page 20.

During the year ended 31 March 2011, the Board at all
times exceeded the requirements of the Listing Rules
relating to the appointment of at least three independent
non-executive directors with at least one independent
non-executive director possessing appropriate professional
qualifications, or accounting or related financial management
expertise.
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The Company has received written annual confirmation

from each independent non-executive director of his
independence pursuant to the requirements of the Listing
Rules. The Company considers all independent non-executive
directors to be independent in accordance with the
independence guidelines as set out in the Listing Rules.

All directors, including independent non-executive directors,
have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board

for its efficient and effective functioning. Independent non-
executive directors have been invited to serve on the Audit
and Remuneration Committees of the Company.

Appointment, Re-election and Removal of Directors

The procedures and process of appointment, re-election
and removal of directors are laid down in the Company’s
Bye-laws. Though the Company has not set up a
nomination committee, the Board as a whole is responsible
for reviewing the Board composition, monitoring the
appointment and succession planning of directors and
assessing the independence of independent non-executive
directors.

In accordance with the Company’s Bye-laws, all directors of
the Company are subject to retirement by rotation at least
once every three years and any new director appointed

to fill a causal vacancy shall submit himself/herself for re-
election by shareholders at the first general meeting after
appointment.

The independent non-executive directors are not appointed
for specific terms, but are subject to retirement by rotation
and re-election by the Company’s Bye-laws.

The Board reviewed its own structure, size and composition
regularly to ensure that it has a balance of expertise, skills
and experience appropriate to the requirements of the
business of the Company.

Where vacancies on the Board exist, the Board will carry
out the selection process by making reference to the skills,
experience, professional knowledge, personal integrity

and time commitments of the proposed candidates, the
Company’s needs and other relevant statutory requirements
and regulations. An external recruitment agency may be
engaged to carry out the recruitment and selection process
when necessary.

In accordance with the Company’s Bye-laws, Mr Sun Tao
Hung Stanley, Mr Tang Kwok Tong Simon and Mr Li Ka
Fai David shall retire by rotation and being eligible, offer
themselves for re-election at the next forthcoming annual
general meeting.

The Board recommended the re-appointment of the directors
standing for re-election at the next forthcoming annual
general meeting of the Company.

The Company’s circular dated 13 July 2011 contains detailed
information of the directors standing for re-election.
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Training for Directors

Each newly appointed director receives comprehensive,
formal and tailored induction on the first occasion of
his/her appointment, so as to ensure that he/she has
appropriate understanding of the business and operations
of the Company and that he/she is fully aware of his/her
responsibilities and obligations under the Listing Rules and
relevant regulatory requirements.

Continuing briefing and professional development for
directors will be arranged whenever necessary.

Board and Board Committee Meetings
Number of Meetings and Directors’ Attendance

During the year ended 31 March 2011, four regular Board
meetings were held at approximately quarterly intervals
for reviewing and approving the financial and operating
performance, and considering and approving the overall
strategies and policies of the Company.

The attendance records of each director at the meetings of
the Board, Remuneration Committee and Audit Committee
during the year ended 31 March 2011 are set out below:

Attendance/Number of Meetings

HER GREBTRE

Remuneration Audit
Board Committee Committee
BEENE Name of Director BEEg FMWEEE EREE®
BRXfm Sun Tai Lun Dennis 4/4 1/1 N/A FEA
BiEsA Sun Tao Hung Stanley 4/4 N/A 7~EA N/A TEA
RE#E Ng Yuk Wah Eileen 4/4 N/A 7~EA N/A TEA
BE R Tang Kwok Tong Simon 4/4 N/A TEA N/A NEA
B3 Au Man Chung Malcolm 3/4 1/1 1/2
ZTRE Li Ka Fai David 4/4 N/A FEA 2/2
2 Liu Hui Allan 1/4 N/A FEHA 0/2
BEFM Wong Chi Yun Allan 3/4 1/1 2/2

BEERAREST Practices and Conduct of Meetings

EE-RUSENERRASSHRE

FRRRIE -

FRESSSEBRAREZNELS T
FO2RBESHL HMESFSRES
SERA-REVHSEBEM -

ESEXHERMEZBZAETRE
HERSESSERREETETEIR
SPZHEAERESHY  USESRSA
ARARFBERREVBMRR - LHERK
ZEREHABERE REFTER ESF
REESTUENBIEBSRER
=0

Annual meeting schedules and draft agenda of each meeting
are normally made available to directors in advance.

Notices of regular Board meetings are served to all directors
at least fourteen days before the meetings. For other Board
and committee meetings, reasonable notice is generally
given.

Board papers together with all appropriate, complete and
reliable information are sent to all directors at least three
days before each Board meeting or committee meeting
to keep the directors apprised of the latest developments
and financial position of the Company and to enable them
to make informed decisions. The Board and each director
also have separate and independent access to the senior
management whenever necessary.
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The Chief Financial Officer, Chief Operating Officer and
Company Secretary would attend the regular Board
meetings and when necessary, other Board and committee
meetings to advise on business developments, financial and
accounting matters, statutory and regulatory compliance,
corporate governance and other major aspects of the
Company.

The Company Secretary is responsible to keep minutes of
all Board meetings and committee meetings. Draft minutes
are normally circulated to directors for comment within a
reasonable time after each meeting and final versions are
open for directors’ inspection.

According to the current Board practice, any material
transaction, which involves a conflict of interests for a
substantial shareholder or a director, will be considered and
dealt with by the Board at a duly convened Board meeting.
The Company’s Bye-laws also contain provisions requiring
directors to abstain from voting and not to be counted in the
quorum at meetings for approving transactions in which such
directors or any of their associates have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 stipulates that the roles of Chairman and
Chief Executive Officer should be separate and should not be
performed by the same individual.

Dr Sun Tai Lun Dennis is the Chairman and Chief Executive
Officer of the Company. The Board believes that vesting the roles
of both Chairman and Chief Executive Officer in the same person
provides the Company with strong and consistent leadership and
allows for effective and efficient planning and implementation of
business decisions and strategies.

The Board considers that the current structure of vesting the
roles of Chairman and Chief Executive Officer in the same person
will not impair the balance of power and authority between the
Board and the senior management of the Company.

BOARD COMMITTEES

The Board has established 2 committees, namely, the
Remuneration Committee and Audit Committee, for overseeing
particular aspects of the Company’s affairs. All Board committees
of the Company are established with defined written terms of
reference. The terms of reference of the Board committees are
available to shareholders upon request.

The majority of the members of each Board committee are
independent non-executive directors and the list of the chairman
and members of each Board committee is set out under
“Corporate Information”.

The Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses.
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(1) Remuneration Committee

(2

-

The Remuneration Committee comprises three members
and the majority of them are independent non-executive
directors.

The primary objectives of the Remuneration Committee
include making recommendations on and approving

the remuneration policy and structure and remuneration
packages of the executive directors and the senior
management. The Remuneration Committee is also
responsible for establishing transparent procedures for
developing such remuneration policy and structure to ensure
that no director or any of his/her associates will participate
in deciding his/her own remuneration, which remuneration
will be determined by reference to the performance of the
individual and the Company as well as market practice and
conditions.

The Remuneration Committee normally meets in mid August
for reviewing the remuneration policy and structure of the
Company and the remuneration packages of the executive
directors and the senior management and other related
matters. The Human Resources Department is responsible
for collection and administration of the human resources
data and making recommendations to the Remuneration
Committee for consideration. The Remuneration Committee
will consult the Chairman and/or the Chief Executive
Officer of the Company about these recommendations

on remuneration policy and structure and remuneration
packages.

Audit Committee

The Audit Committee comprises four independent non-
executive directors including one independent non-executive
director who possesses the appropriate professional
qualifications or accounting or related financial management
expertise. None of the members of the Audit Committee is a
former partner of the Company’s existing external auditors.

The main duties of the Audit Committee include the
following:

(a) To review the financial statements and reports and
consider any significant or unusual items raised by the
compliance officer (if any), internal auditor or external
auditors before submission to the Board.

(b) To review the relationship with the external auditors
by reference to the work performed by the auditors,
their fees and terms of engagement, and make
recommendations to the Board on the appointment, re-
appointment and removal of external auditors.

(c) To review the adequacy and effectiveness of the
Company’s financial reporting system, and internal
control system and associated procedures.
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The Audit Committee held two meetings during the year
ended 31 March 2011 to review the financial results and
reports, financial reporting and compliance procedures, the
report from the management on the Company’s internal
control and risk management review and process, and the
re-appointment of the external auditors.

There are no material uncertainties relating to events or
conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

The Audit Committee has the same view with the Board
regarding the selection and re-appointment of external
auditors.

The Company’s annual results for the year ended 31 March
2011 have been reviewed by the Audit Committee.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding

director’s and employee’s dealings in the Company’s securities
(the “Own Code”) on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions

by Directors of Listed Issuers (the “Model Code”) as set out in

Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the directors and the
directors have confirmed that they have complied with the Own
Code and the Model Code throughout the year ended 31 March
2011.

No incident of non-compliance of the Own Code by the
employees was noted by the Company.

DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 March
2011.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
price-sensitive announcements and other disclosures required
under the Listing Rules and other statutory and regulatory
requirements.

The management of the Company has provided to the Board
such explanation and information as necessary to enable the
Board to carry out an informed assessment of the Company’s
financial statements, which are put to the Board for approval.

EXTERNAL AUDITORS AND AUDITORS’ REMUNERATION
The statement of the external auditors of the Company about
their reporting responsibilities for the financial statements is set
out in the “Independent Auditors’ Report” on pages 39 and 40.

The remuneration paid to the external auditors of the Company
in respect of audit services for the year ended 31 March 2011
amounted to HK$1,038,000.
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INTERNAL CONTROLS

During the year under review, the Board has conducted a
review of the effectiveness of the internal control system of the
Company including the adequacy of resources, qualifications and
experience of staff of the Company’s accounting and financial
reporting function, and their training programmes and budget.

INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company also recognizes the importance
of transparency and timely disclosure of corporate information,
which will enable shareholders and investors to make the best
investment decisions.

The general meetings of the Company provide the best
opportunity for communication between the shareholders and
the Board. The Chairman of the Board as well as chairmen

of the Remuneration Committee and Audit Committee, or in
their absence, other members of the respective committees,
and where applicable, the independent Board committee, are
available to answer questions at the shareholders’ meetings.

The Company continues to enhance communications and
relationships with its investors. Designated senior management
maintains regular dialogue with institutional investors and
analysts to keep them abreast of the Company’s developments.
Enquiries from investors are dealt with in an informative and
timely manner. Investors may write directly to the Company

at its principal place of business in Hong Kong or via email to
enquiry@chinahkphoto.com.hk for any inquiries.

To promote effective communication, the Company maintains
a website at http://www.chinahkphoto.com.hk, where
extensive information and updates on the Company’s business
developments and operations, financial information, corporate
governance practices and other information are posted.

SHAREHOLDER RIGHTS

To safeguard shareholder interests and rights, separate
resolutions are proposed at shareholder’ meetings for each
substantial issue, including the election of individual directors.

All resolutions put forward at shareholder meetings will be voted
or by poll pursuant to the Listing Rules and the poll results will
be posted on the websites of the Company and of the Stock
Exchange after each shareholder meeting.
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Running a business poses challenges and risks at the same time. The

Group’s core business strategies put in place measures which address

these issues and adopt a responsive approach to avoid adverse

impacts on our business performance.

Qa.

Controlling the increased cost of sales

The Group is experiencing a continuous rise in the cost

of sales as a result of slow-moving inventories despite a
significant business relocation exercise during the past few
years. To keep this under control, several accounting policies
and cross-checking schemes have been put into place. We
hope that by balancing high-margin and low-margin products,
and by offering more diversified modes of services, we can
minimise this risk factor.

Measures against price competition

It is clear that intense competition is now a feature of the
imaging market. This is coupled with the popularity and
increased functionality of mobile phones which creates an
additional pressure. We anticipate that the competition posed
by mobile phone technology which is likely to incorporate
additional imaging and movie intelligence over time will
directly affect digital camera and photo printing services.

Turning to products, the fall in retail prices and the hidden
costs behind unlimited free repairs as well as the shortened
product life cycles are all potential risks that have the capacity
to adversely affect profit.

To increase its competitiveness, the Group has adopted a
simple and straight-forward management structure that will
help it keep abreast of the still-evolving digital imaging
market.

Internal Control System

The Board is responsible for the effective implementation and
development of the Group’s internal control system to ensure
the accomplishment of the corporate goals, reliability of the
financial statements, smooth running of the operations as well
as the risk management. The Group adopts the standards and
control frameworks outlined by the Hong Kong Institute of
Certified Public Accountants in establishing control systems
and the best practice in our group.

The Board has conducted regular review of the Group’s
internal control system. For the year ended 31 March 2011,
the Board has reviewed and is satisfied with the effectiveness
of the Group’s current internal control system in place.
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The directors present their report and the audited financial statements
of the Company and the Group for the year ended 31 March 2011.

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, the operations of retail photographic developing and
processing shops and the provision of technical services for
photographic developing and processing products. During the year,

a subsidiary also engaged in the operations of retail beauty products
shops. There were no significant changes in the nature of the Group’s
principal activities during the year.

FINANCIAL RESOURCES

The financial position of the Group remained sound and healthy
during the period under review. As at 31 March 2011, the Group’s
cash and bank balances were approximately HK$582 million with a
zero gearing ratio. Trade receivables of HK$13 million were recorded
for the year, while inventories were HK$60 million.

HUMAN RESOURCES

The Group had 355 employees (2010: 353), 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 2011 and the state
of affairs of the Company and the Group as at that date are set out in
the financial statements on pages 41 to 110.

An interim special dividend of HK2 cents per ordinary share were paid
on 20 January 2011. The Board of Directors (the “Board”) recommended
a final dividend of HK2 cents per ordinary share and a final special
dividend of HK1 cent per ordinary share, payable on 8 September
2011 to shareholders whose names appear on the register of members
of the Company as at the close of business on 19 August 2011
subject to the approval of the shareholders of the Company at the
forthcoming annual general meeting. This recommendation has been
incorporated in the financial statements as an allocation of retained
profits within the equity section of the statement of financial position.

SUMMARY FINANCIAL INFORMATION

Summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years, as
extracted from the audited financial statements, is set out below. This
summary does not form part of the audited financial statements.

Year ended 31 March
HZ3A31ALLEE

2011 2010 2009 2008 2007

EE RESULTS HK$’000 HK$'000 HK$000 HK$'000 HK$’000

BETxT BT B¥Tr BT BY¥Tx

& Revenue 349,495 340,837 325,284 322,618 827,204
BRAREE AELZ Profit/(loss) for the year
FERF(EER) attributable to owners

of the parent 22,518 44971 (42,227) 46,383 218,824




As at 31 March

M3H31H
2011 2010 2009 2008 2007
EE8ER ASSETS, LIABILITIES AND HK$’000 HK$'000 HK$'000 HK$'000  HK$'000
FEiER RS NON-CONTROLLING INTERESTS BT B¥Tr BETT B¥ETxT BETR
wmEE Total assets 1,027,422 | 1,041,286 1,060,941 1,194,589 1,238,177
Hafs Total liabilities 123,547 106,309 (113,048) (120,701) (113,292)
BEEFE Net assets 903,875 934,977 947,893 1,073,888 1,124,885
FERER Non-controlling interests (9,853) (10,082)  (15,592)  (15,922)  (16,087)
894,022 924,805 932,301 1,057,966 1,108,798
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PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

Details of movements in the property, plant and equipment, and
investment properties of the Company and the Group during the
year are set out in notes 14 and 15 to the financial statements,
respectively. Further details of the Group’s investment properties are
set out on pages 111 to 112.

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 and share options are set out in notes 26 and 27 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 existing shareholders.

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.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 28(b) to the financial statements
and in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2011, the Company’s reserves available for
distribution, calculated in accordance with the provisions of
Companies Act 1981 of Bermuda (as amended), amounted to
HK$169,033,000, of which approximately HK$23,276,000 and
HK11,638,000 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$156,437.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
and the largest customer accounted for 18.12% and 10.18% of the
Group’s total sales for the year, respectively. Purchases from the
Group’s five largest suppliers and the largest supplier accounted for
approximately 83.36% and 72.90% 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.

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)

Mr Sun Tao Hung Stanley (Deputy Chairman)
Ms Ng Yuk Wah Eileen

Mr Tang Kwok Tong Simon

Independent non-executive directors:
Mr Au Man Chung Malcolm

Mr Li Ka Fai David

Mr Liu Hui Allan

Dr Wong Chi Yun Allan

In accordance with Bye-law 110 of the Company’s Bye-laws, Mr Sun
Tao Hung Stanley, Mr Tang Kwok Tong Simon and Mr Li Ka Fai David
will retire and, being eligible, 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 18 to 20 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:

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 2011 and is subject to the termination by either party
upon giving three months’ notice to the other party.
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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,
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 companies or subsidiaries was a party
during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 31 March 2011, 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

BFERNEE SORERUE

Directly Percentage of the

beneficially Founder Beneficiary Company’s issued

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

YN

B =+t BEITRARZ

EHENA {iE BERER EFEAIMEA /A BEr Bk

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

Mr Sun Tao Hung Stanley (iii) & (iv) - - 711,276,214 711,276,214 61.12
BmaEsh s

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

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

ESRALAEREZEZN I BRRME27E

S -

The interests of the directors in the share options of the Company are
separately disclosed in note 27 to the financial statements.
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HBEEEGREARBNZTE : Long positions in shares and underlying shares of associated
corporations:
Percentage of the
Name of Relationship Capacity associated
associated with the Number of  and nature corporation’s
Name of director corporation Company Shares shares held  of interest issued share capital
BB B0K ERESEEE BT
HENA HEEEER HAQAFTEE g RHEBE REEMEE RAzBDL
Dr Sun Tai Lun Searich Group Company’s Ordinary shares 25  Beneficiary 25
Dennis Limited intermediate (note (i) of a trust
BAmiEL holding
company
KARZHN R (BRE()) s
ZRAE
—ditto— —ditto- Ordinary shares 75  Founder 75
(note (ii)) of a trust
@t Bt AR (B RE()) SRERIMA
100 100
Dr Sun Tai Lun Fine Products Company’s Ordinary shares 103,000,000  Founder 100
Dennis Limited ultimate (note (ii)) of a trust
BAfmiEL holding
company
KRR Z&#E B AR (L)) ERERIPHA
ZR AR
FEE Notes:

(i)

BAMBLWRESHERAN 2R 11,242,000
BRIRMD R - ZERTA-—BREBRELES
A3 2 A BlDago CorporationH #1548 ©
Dago Corporation&Trident Trust Company
(B.V.L) Limited {FRAERBEARELRHEKK
REFI#H MR 2K 1E{E7EThe Dennis Family
TrustZ 2L A &13) T8  Dago Corporation
I~ # BSearich Group LimitedtB 2 17 iz &
25% °

HREKXM®E L 2The Sun Family TrustZ £l
¥ A > ZI55EF BFine Products LimitedZ %
HEBRTRAEA  MEKRBELREREAFine
Products Limited #5745 2700,034,2 14872
A IR0 2 #E % © Searich Group LimitedZ 2 %
1TBRZA75%HFine Products Limited#¥7& ° Fine
Products Limited & Searich Group Limited fT#%
AARER 2EMFRT X T ERRREME
ARBROREBERO ZERR AR |—H -

(i)

(i)

Dr Sun Tai Lun Dennis is deemed to be interested in a total of
11,242,000 shares in the Company directly held by Dago Corporation,
which is a company incorporated in the British Virgin Islands and is
owned by Trident Trust Company (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 holds 25% of the issued share capital of Searich

Group Limited.

Dr Sun Tai Lun Dennis is 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 holds the entire
issued share capital of Fine Products Limited. 75% of the issued share
capital of Searich Group Limited is 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 and short positions in

shares and underlying shares” below.



(iii) BRELEERRESLER A QT 11,242,000
BB 2 - ZERVE-—BERRBRELZEHS
sE A 3L Z A FlDago CorporationH #1578
Dago Corporation&Trident Trust Company
(B.V.L) Limited (EARKXBEABELIRER
HRE(BERELEE)NEMBRILZBERE
§EThe Dennis Family TrustZ 25t A5 17) Frifk
B ° Dago CorporationJi 3F HSearich Group
Limited 2 31T R4 25% °

(iv) A& ELL % £ RThe Sun Family TrustZ &
#@ A #ZfE7EF BFine Products LimitedZ %
HMEBTRAE  BWZREBLEERRA/BEBFine
Products Limitedf8:2700,034,2 14422 &)
{2 2 %% ° Searich Group LimitedZ B %17
& AX75%HFine Products Limited#¥ & © Fine
Products Limited & Searich Group Limited fT#%
ARREBE2ERNFRT X EERRTREME
ARBOREERD ZEZRAE |- -

BREXFEESEN R2011E38318 KA F
BEERFECHEALIRAQATREEMAEE X
E(EEXRESFRBEHRAIEXVE) 2R - 8E
RO EEFPIHEIMEEREIAXS > MA
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(iii) Mr Sun Tao Hung Stanley is deemed to be interested in a total of
11,242,000 shares in the Company directly held by Dago Corporation,
which is a company incorporated in the British Virgin Islands and is
owned by Trident Trust Company (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
including Mr Sun Tao Hung Stanley. Dago Corporation also holds 25%

of the issued share capital of Searich Group Limited.

(iv) Mr Sun Tao Hung Stanley is deemed to be interested in 700,034,214
shares in the Company held by Fine Products Limited by virtue of him
being the beneficiary of The Sun Family Trust which holds the entire
issued share capital of Fine Products Limited. 75% of the issued share
capital of Searich Group Limited is 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 and short positions in

shares and underlying shares” below.

Save as disclosed above, as at 31 March 2011, 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 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 in the section “Directors’ interests and short
positions in shares and underlying shares” above and in the section
“Share option scheme” disclosures in note 27 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 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.

SHARE OPTION SCHEME
Details of the share option scheme of the Company are separately
disclosed in note 27 to the financial statements.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES

At 31 March 2011, the following interests and short positions in the

shares and the underlying shares of the Company were recorded in

the register of interests required to be kept by the Company pursuant

to Section 336 of the SFO:

Long positions of substantial shareholders who were entitled to

exercise or control the exercise of 10% or more of the voting power

at any general meeting of the Company:

Percentage of

Number of the Company’s
Capacity and ordinary issued share
Name of shareholder nature of interest shares held Notes capital
LEENNE|
2ERITRA
BRERERE FHREENTE BEEBERYE Ff E ZHEDL
Dr Sun Tai Lun Dennis Beneficial owner 1,000,000
PN BEREBA
Beneficiary of a trust 11,242,000
FEZHEA
Founder of a trust 700,034,214
ERERIA
712,276,214 61.20
Fine Products Limited Beneficial owner & interest 700,034,214 (i) & (ii) 60.15
of a controlled corporation
BEREEARZEEIEES
Searich Group Limited Beneficial owner 600,034,214 (i) & (ii) 51.56
BREEA
Trident Trust Company Trustee 711,276,214 (i) & (ii) 61.12
(B.V.1.) Limited fFFEA
Ms Tang Sau Ying Betty Interest of spouse 712,276,214 (ii) & (iii) 61.20
WHERLZ L [
Mr Sun Tao Hung Stanley Beneficiary of a trust 711,276,214 (iv) 61.12

BEsh e

FEFEE 3 A
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’

INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES (Continued)

Long positions of other substantial shareholders:

Percentage of

Number of the Company’s
Capacity and ordinary issued share
Name of shareholder nature of interest shares held Notes capital
AR A
BEITRA
RERETE SO kEREE BEZBERHE M=t ZHEDL
Mr Fung Kwok Lun William Interest of a controlled corporation 70,000,000 (v) & (vii) 6.01
BB S FEEEER
Li & Fung (Retailing) Limited Beneficial owner 70,000,000 6.01
FE (Z8) BRAH BEREBA
Li & Fung (1937) Limited Interest of a controlled corporation 70,000,000 6.01
FIE (1937) BRAF FEEEER
King Lun Holdings Limited Interest of a controlled corporation 70,000,000 6.01
FEEEER
HSBC Trustee (C.I.) Limited Trustee 70,000,000 (vi) & (vii) 6.01
RHEA
BiEE Notes:
(i) 5%100,000,000 &9 ({5 A QA BRI E BITR M 2 (i) 100,000,000 shares representing 8.59% of the Company’s shares in
8.59%) HiFine Products LimitedE ¥ # & ° issue are directly owned by Fine Products Limited. The remaining
£ T 2600,034,214/% & 13 HSearich Group 600,034,214 shares are owned by Searich Group Limited, in which
Limited#75 - MFine Products Limited 8l H& Fine Products Limited holds 75% of its issued share capital. Fine
ZAAEBITRAT5% ° Fine Products Limited Products Limited is a company incorporated in the British Virgin
A-EREBELFEESEMR IR LA Islands and is owned by Trident Trust Company (B.V.l.) Limited in its
Trident Trust Company (B.V.I.) LimitedAThe capacity as the trustee of The Sun Family Trust.
Sun Family TrustfSsE A S TR
(ii) PERGCEEERARBLIZEZ A - (i) Such interests have been included as the interests of Dr Sun Tai Lun
Dennis.
(iii) BERZIWREAZBRBENGBE L 2EEM (i) Ms Tang Sau Ying Betty is deemed to be interested in 712,276,214
HH712,276, 21ARA AR RD 2 ° shares of the Company through the interests of her spouse, Dr Sun Tai
Lun Dennis.
(iv) BESL R A BIEE G BThe Sun Family Trustfk (iv) Mr Sun Tao Hung Stanley is deemed to be interested in a total

The Dennis Family TrustZZZABREBEE S
711,276,214 AR A R RAD 2 % o

of 711,276,214 shares of the Company by virtue of him being a
beneficiary of The Sun Family Trust and The Dennis Family Trust.
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(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 HSBC Trustee (C.I.) 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 HSBC Trustee (C.l.) Limited).

(vii) The interests of Mr Fung Kwok Lun William and HSBC Trustee (C.1.)
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 2011, 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.

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.

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
22 June 2011
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To the shareholders of China-Hongkong Photo Products Holdings
Limited

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China-Hongkong
Photo Products Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 41 to 110, which comprise
the consolidated and Company statements of financial position as

at 31 March 2011, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant

accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued

by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are

free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the

contents of this report.

We conducted our audit in accordance with Hong Kong Standards

on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free

from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation of consolidated
financial statements that gives a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of

the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the

overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as

at 31 March 2011, and of the Group’s profit and cash flows for the

year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants

18th Floor Two International Finance Centre
8 Finance Street

Central, Hong Kong

22 June 2011
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Consolidated Income Statement

Year ended 31 March 2011

2011 2010
Notes HK$’000 HK$’000
F=E BT T BT T
&= REVENUE 6 349,495 340,837
SHERAS Cost of sales (231,308) (232,185)
AR EE Gross profit 118,187 108,652
Hb AR U= Other income and gains 6 32,203 52,631
HERDHEA Selling and distribution costs (57,676) (53,691)
BERmSHEERX Advertising and marketing expenses (22,358) (9,628)
1THBESE Administrative expenses (44,952) (45,285)
HeibgEE A (BIR) - Other operating income/(expenses),

FEE net 11 (353)
BR#E AR PROFIT BEFORE TAX 7 25,415 52,326
S BRI Income tax expense 10 (3,126) (6,123)
AREE R PROFIT FOR THE YEAR 22,289 46,203
BB Attributable to:

ISUNCIEZEPN Owners of the parent 11 22,518 44,971

IR RS Non-controlling interests (229) 1,232

22,289 46,203
BAREERRE EARNINGS PER SHARE ATTRIBUTABLE
BEAEGSREF TO ORDINARY EQUITY HOLDERS OF
THE PARENT 13
AR Basic HK1.93 centsj&{l HK3.86 centsiHli
e Diluted N/ATER N/ATEF

FEERVREREZREFERUBMRME12IKE -

Details of dividends payable and proposed dividends for the year are disclosed in note 12 to the financial statements.
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=

BZE20115F3831HLEEE Year ended 31 March 2011
2011 2010
Note HK$'000 HK$'000
F=E BT T BT T
IREE A PROFIT FOR THE YEAR 22,289 46,203
Hitt2mEE OTHER COMPREHENSIVE LOSS
BRERINETS Exchange differences on translation
ERES of foreign operations (1,020) (6)
REEHMEEEER OTHER COMPREHENSIVE LOSS
FOR THE YEAR (1,020) 6)
AEERH TOTAL COMPREHENSIVE INCOME
LON -t FOR THE YEAR 21,269 46,197
RER: Attributable to:
BAREEA Owners of the parent 11 21,498 44,965
IR Non-controlling interests (229) 1,232

21,269 46,197
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Consolidated Statement of Financial Position

31 March 2011

31 March 31 March 1 April
Notes 2011 2010 2009
HK$'000 HK$'000 HK$'000
(Restated) (Restated)
i 2011F3H31H 2010%3H31H 2009F4H1H
BT BT BT
(Z751) (E751)
FREEE NON-CURRENT ASSETS
¥ BENRE Property, plant and equipment 14 26,397 29,263 39,082
RENE Investment properties 15 152,950 139,740 130,315
GRS Goodwill 16 35,878 35,878 35,878
HEre Rental deposits 20 5,661 5,252 4,414
EERIEEE Deferred tax assets 25 3,636 2,072 3,960
FREBEELTE Total non-current assets 224,522 212,205 213,649
HEEE CURRENT ASSETS
FE Inventories 18 60,141 34,346 39,637
FEURERZE Trade and bills receivables 19 12,934 8,434 12,077
FANFE FTER Prepayments, deposits and
Hit ek BR1E other receivables 20 21,169 38,509 15,757
EBERRAFENE Financial assets at fair value
ZERERE through profit or loss 21 126,174 161,437 168,207
AW EFIE Tax recoverable - - 1,417
BERHRESEEER Cash and cash equivalents 22 582,482 586,355 610,197
MENEEARE Total current assets 802,900 829,081 847,292
wEISE CURRENT LIABILITIES
EAREREE Trade and bills payables 23 22,278 14,381 17,745
FEStEE R Hith T ERE Accrued liabilities and other payables 24 72,698 61,893 63,935
FEfTiE Tax payable 1,609 207 =
mEaEeAE Total current liabilities 96,585 76,481 81,680
HEEEFE NET CURRENT ASSETS 706,315 752,600 765,612
HEERRBEE TOTAL ASSETS LESS CURRENT LIABILITIES 930,837 964,805 979,261
FrRBERE NON-CURRENT LIABILITIES
EstaE Accrued liabilities 24 9,492 15,480 18,662
EEHESE Deferred tax liabilities 25 17,470 14,348 12,706
FrBEEEE Total non-current liabilities 26,962 29,828 31,368
BEEFE Net assets 903,875 934,977 947,893
R EQUITY
[SINGIE 2PN Equity attributable to owners
PEfhiER of the parent
ERITRA Issued capital 26 116,383 116,383 116,383
#iE Reserves 28(a) 742,125 779,417 792,642
BRREIRE Proposed final dividend 12 23,276 17,457 =
EORAHR SRR B Proposed final special dividend 12 11,638 11,638 23,276
894,022 924,895 932,301
FERER Non-controlling interests 9,853 10,082 15,592
Yy Total equity 903,875 934,977 947,893
BRAfR REFE
EE EZ

Sun Tai Lun Dennis
Chairman

Ng Yuk Wah Eileen

Director
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IEFE Year ended 31 March 2011

Attributable to owners of the parent

Consolidated Statement of Changes in Equity

BATRAAER
Share Capital  Exchange Asset Proposed Non-
Issued  premium redemption  fluctuation  revaluation  Retained final controlling Total
Notes capital account® reserve’ reserve’ reserve” profits  dividends Total interests equity
it BB K &% Ex B RRRE FER &
Bx  RER BORE 2ORR  EMER  REEN S &t s L
HKS000  HK$'000  HKS000  HK$'000  HKS000  HKS'000  HKS'000  HKS000  HK$'000  HK$'000
E¥Tn  BETn  E¥Tn  BMTn E¥Tn  BETn BBTR E¥Tn Mt E#Tx
200954418 At 1 Apil 2009 116383 478773 1,619 8173 20674 183403 23206 93301 15592 947,893
FEEF Profit for the year - - - - - M - M 1,232 46,03
EEHMAANA Other comprehensive income for the year:
RESNEBELZR Exchange differences on translation of
foreign operations - - = 6) = = = ©6) = (6)
EEAANAAE Total comprehensive income for the year - - - 6) - 44971 = 144,965 1,232 146,197
HEA SR Capital reduction of a subsidiary - - - - - - - - (6,742) (6,742)
BR2009F REHHIRE 2009 final special dividend paid - - - - - - (3276)  (23,276) - (3206
E20105FHRE 2010 interim dividend paid 2 - - - - - (11638 - (11,638) - (11,63)
BH2010FRHHHRE 2010 interim special dividend paid 12 - - - - - (17457 - (17457) - (17457)
HR0105RBRE 2010 proposed final dividend 12 - - - - - (171451) 17457 - - =
FR2010FRESHIRE 2010 proposed special final dividend 12 - - - - - (11,638 11638 - - -
R2010E3A31AR2010F45 18 At 31 March 2010 and 1 April 2010 116,383 478173 1,619 8,167 20674 270,184 29095 924,895 10082 934977
FEEF Profit for the year - - - - - 2,518 - 2,518 290 22289
EEHMAENA Other comprehensive income for the year:
RESNEBELZR Exchange differences on translation of
foreign operations - - - (1,020) - - - (1,020) - (1,020)
FERANALE Total comprehensive income for the year - - - (1,020) - 58 - 1148 (2290 21269
E2010ERBRE 2010 final dividend paid 12 - - - - - - (171451)  (1745]) - (17457)
BR2010FREHHRE 2010 final special dividend paid 12 - - - - - - (11638)  (11,638) - (11,638)
Eff20t FREBHERIRE 2011 interim special dividend paid 12 - - - - - (3219 - (3219) - (3216)
K201 FRBRE 2011 proposed final dividend 12 - - - - -6 B6 - - -
BRI ERIRERE 2011 proposed special final dividend 12 - - - - - (11638 11,638 - - -
2011538318 At 31 March 2011 116383 478173 1,619 TI4T 20674 234512 34914 894022 9853 903875

© hERBREERGEUBMRERZGERRFBBEE

742,725,0007T (20104 : E#779,417,0007T) °©

*

These reserve accounts comprise the consolidated reserves of
HK$742,725,000 (2010: HK$779,417,000) in the consolidated statement

of financial position.
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Consolidated Statement of Cash Flows

Year ended 31 March 2011

2011 2010
Notes HK$’000 HK$’000
Bt = BT T BT T
(Restated)
(E31)
REEBCRERD CASH FLOWS FROM OPERATING ACTIVITIES
BRBE AT E A Profit before tax 25,415 52,326
BT HIFEE: Adjustments for:
FIEUA Interest income 6 (4,232) (4,525)
FBBEREATE Fair value gain on financial assets
TEzEMEEZ at fair value through profit or loss 7 (3,966) (25,900)
NP EWRE
wE Depreciation 7 10,571 12,080
HEME  BERREE (Gain)/loss on disposal of items of
BHZ (ki) EiE property, plant and equipment 7 (83) 59
ERIRIER Ei& Write-back of impairment of trade
REEE FEE and bills receivables, net 7 (11) (62)
W% REKRE Impairment of items of property,
HE ZRE plant and equipment 7 = 415
FERE (E15H) Provision for/(write-back of provision
against) inventories 7 166 (1,021)
REVNFEAFEZE Change in fair value of investment properties 6 (12,385) (9,407)
FEBIERIE AT ESE Dividend income from financial assets
ZEMEEZREWA at fair value through profit or loss 6 - (3,324)
15,475 20,641
BEE 2R (hn) Decrease/(increase) in inventories (25,961) 6,312
FBRIREREEZ Decrease/(increase) in trade and
R (#2hn) bills receivables (4,671) 3,705
HERS FERE Decrease/(increase) in rental deposits,
& Rk Hith e prepayments, deposits and other receivables 16,931 (23,590)
W BRIE 2R A (350)
FEFTERIBR EiE Increase/(decrease) in trade and bills payables 1,897 (3,364)
=z, Gid)
FESTEE R HAbE Increase/(decrease) in accrued liabilities
BRIE 4200, (4 and other payables 4,817 (5,224)
KEEIETS,/ (FTH) 3]& Cash generated from/(used in) operations 14,488 (1,520)
BBFEHRB Hong Kong profits tax refunded 3,119 181
EEBRIER Hong Kong profits tax paid (2,774) (716)
EATEIEIE Overseas taxes paid (511) (434)
Pl —E S = Net cash flows from/(used in) operating activities 14,322 (2,489)
(FrA) BEREF5E

45



SEEEREIFE(4E) Consolidated Statement of Cash Flows (Continued)

HZE201M1FE3B3MALLEE Year ended 31 March 2011
2011 2010
Notes HK$’000 HK$’000
Bt = BT T BT T
(Restated)
(E31)
B (Fr8) Net cash flows from/(used in)
FTRBEEREFEE operating activities 14,322 (2,489)
RETHHERD CASH FLOWS FROM INVESTING ACTIVITIES
BEWFE Interest received 4,232 4,525
BAYIZE - BER Purchases of items of property,
B3] plant and equipment 14 (7,586) (2,787)
HEWZE- - BRER Proceeds from disposal of items of property,
RIBEE TSR plant and equipment 336 64
ERBRIE AT ETE Dividend income from financial assets
ZEREEZREBA at fair value through profit or loss 6 - 3,324
HEFBESRATYE Proceeds from disposal of financial assets
SEZEMEEMSFIE  at fair value through profit or loss 38,921 32,670
REBARREZHRBR Decrease/(increase) in non-pledged time
—ﬂﬂﬁ 2 EIRAE R deposits with original maturity of more than
TR, (3Eh0) three months when acquired (329,842) 311,441
E,1TJL—TS_L_9'F?§’EH§HQ§Z Capital reduction of a subsidiary paid
MIB AR EIRAR AR to a non-controlling shareholder - (6,742)
REEEE Net cash flows from/(used in)
(FrA) 2B & REFE  investing activities (293,939) 342,495
METBHZRERE CASH FLOW FROM A FINANCING ACTIVITY
ENRERBEEE Dividends paid and cash flows used
FTRZBRERE in a financing activity (52,371) (52,371)
RERREEEERZ NET INCREASE/(DECREASE) IN CASH AND
#in, (R) B8 CASH EQUIVALENTS (331,988) 287,635
FNHREREE Cash and cash equivalents at
':'QTEIEE beginning of year 586,355 298,756
RSB 2 FHE Effect of foreign exchange rate changes, net (1,727) (36)
FRASRRE CASH AND CASH EQUIVALENTS
e AR AT END OF YEAR 252,640 586,355
ReRRE&ZEER ANALYSIS OF BALANCES OF CASH AND
B CASH EQUIVALENTS 22
B R BITEER Cash and bank balances 53,163 47,211
REBARREIHEDR Non-pledged time deposits with original
=ERz maturity of less than three months
EIRIPEHIF when acquired 199,477 539,144

HERBESEEER Cash and cash equivalents 252,640 586,355
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Statement of Financial Position

31 March 2011

2010
Notes HK$’000 HK$’000
{hEs BT BT
FRBEE NON-CURRENT ASSETS
B AR Interests in subsidiaries 17 767,514 791,990
REBEE CURRENT ASSETS
FEW B AR KK Due from subsidiaries 17 29,095
FENRER EMAEWARIE  Prepayments and other receivables 20 241
HeERBELEEER Cash and cash equivalents 22 512
RBEEAE Total current assets 29,848
REEE CURRENT LIABILITIES
FEstEE R EMEERE  Accrued liabilities and other payables 24 2,226
REEETE(BF) NET CURRENT ASSETS/(LIABILITIES) 27,622
EEFE Net assets 765,808 819,612
s EQUITY
EEITIRA Issued capital 26 116,383 116,383
&t Reserves 28(b) 614,511 674,134
BORAREAR S Proposed final dividend 12 23,276 17,457
BORARESRIIR S Proposed final special dividend 12 11,638 11,638
MR Total equity 765,808 819,612
YN REE
*E 3

Sun Tai Lun Dennis

Chairman

Ng Yuk Wah Eileen

Director
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nEEHR
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M 2 BRAT o RDBZEMPEEMLN
Canon’s Court, 22 Victoria Street, Hamilton,
HM 12, Bermuda °c R A Tz T E& Ehit B
BATEETEHIE220- 248 FE TEPL8F
2o

FR AEETEREHEERKHBENDE
W REBEAODZSEMD  KEEXTERZTE
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BERA AQAMNERLARRAERA
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Limited °
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2.1

Notes to Financial Statements
31 March 2011

CORPORATE INFORMATION

China-Hongkong Photo Products Holdings Limited is a limited
company incorporated in Bermuda. The registered office of

the Company is located at Canon’s Court, 22 Victoria Street,
Hamilton, HM 12, Bermuda. The principal place of business of
the Company is located at 8/F, Tsuen Wan Industrial Centre, 220-
248 Texaco Road, Tsuen Wan, Hong Kong.

During the year, the Group was principally involved in the
marketing and distribution of photographic developing,
processing and printing products, the operations of retail
photographic developing and processing shops, the operations
of retail beauty products shops and the provision of technical

services for photographic developing and processing products.

In the opinion of the directors, the holding company and the
ultimate holding company of the Company is Fine Products

Limited, which is incorporated in the British Virgin Islands.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (*HKASs”) and Interpretations) issued

by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the
historical cost convention, except for investment properties

and financial assets at fair value through profit or loss, which
have been measured at fair value. These financial statements

are presented in Hong Kong dollars (“HK$”) and all values

are rounded to the nearest thousand except when otherwise

indicated.

Basis of consolidation

Basis of consolidation from 1 April 2010

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 March 2011.
The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. Adjustments are made to bring into line
any dissimilar accounting policies that may exist. The results of
subsidiaries are consolidated from the date of acquisition, being
the date on which the Group obtains control, and continue

to be consolidated until the date that such control ceases. All
intra-group balances, transactions, unrealised gains and losses
resulting from intra-group transactions and dividends are

eliminated on consolidation in full.
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Notes to Financial Statements
31 March 2011

2.1 RBEEE 2.1 BASIS OF PREPARATION (Continued)

HEEXE(E)
E2010F48 1 A28 B2 (E)
MEBATGERBRIFERERS  MFEHESH

MEAREEESE (MEXERHE) RESERX
ZERE -

MAEEREZHMEATD 2 EFE > BIRLEER
WZMBLARAZEE(BEEAB)IREE  (VE
kR R 2 IREERGiIDRET AES 285
BREZEHE REROERREZL2FE - ()R
BAEARE 2N FERGHE LG ABE 2 BER
HEM o EAREMEERARR 2 REBEEL
HHEH D BLRBERREZREF (WBEA) -

R2010F4 81 ATz e BE
ETLMBECRBAELERER - AWM UTZ
ERETERT AL 2 GEEELE .

° 2010548 1 BATWEEFFZRER (FTED
HRFBER) DRSQAAEEEMRERE
Bt REEERGEBAEEREZREEZ
EBENEEPER -

s AEEELACZEERBBERFZEREZ =B
EHREREE - EMNE-SHENGERE
RARRFEEA  HEFEREZEEBREZ
EBFEBRZHOREEERM - R2010F4781
BRIZEBEIRNFERERERQRAES
AZEEHDE °

o KREBMAREEHERRALEEHEEARE
HEEFELMEERERE - BEERER
2010F48 1B 2REELRES -

Basis of consolidation (Continued)
Basis of consolidation from 1 April 2010 (Continued)
Losses within a subsidiary are attributed to the non-controlling

interest even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss

of control, is accounted for as an equity transaction.

If the Group losses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and

(iii) the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received,
(ii) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as

appropriate.

Basis of consolidation prior to 1 April 2010

Certain of the above-mentioned requirements have been applied
on a prospective basis. The following differences, however, are
carried forward in certain instances from the previous basis of

consideration:

* Acquisitions of non-controlling interests (formerly known as
minority interests), prior to 1 April 2010, were accounted
for using the parent entity extension method whereby the
difference between the consideration and the book value
of the share of the net assets acquired was recognised in

goodwill.

® Losses incurred by the Group were attributable to the non-
controlling interests until the balance was reduced to nil.
Any further excess losses were attributable to the owners
of the Company, unless the non-controlling interest had a
binding obligation to cover these losses. Losses prior to 1
April 2010 were not reallocated between non-controlling

interests and the owners of the Company.

® Upon loss of control, the Group accounted for the
investment retained at its proportionate share of net asset
value at the date control was lost. The carrying amount of

such investment at 1 April 2010 has not been restated.
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs

for the first time for the current year’s financial statements.

HKFRS 1 (Revised)

HKFRS 1 Amendments

HKFRS 2 Amendments

HKFRS 3 (Revised)

HKAS 27 (Revised)

HKAS 32 Amendment

HKAS 39 Amendment

HK(IFRIC)-Int 17

Amendments to
HKFRS 5 included
in Improvements to
HKFRSs issued
in October 2008

Improvements to
HKFRSs 2009

HK Interpretation 4

Amendment

HK Interpretation 5

First-time Adoption of Hong Kong
Financial Reporting Standards

Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Additional

Exemptions for First-time Adopters

Amendments to HKFRS 2 Share-based
Payment — Group Cash-settled

Share-based Payment Transactions

Business Combinations

Consolidated and Separate

Financial Statements

Amendment to HKAS 32 Financial
Instruments: Presentation —

Classification of Rights Issues

Amendment to HKAS 39 Financial
Instruments: Recognition and

Measurement — Eligible Hedged Items

Distributions of Non-cash

Assets to Owners

Amendments to HKFRS 5 Non-current
Assets Held for Sale and
Discontinued Operations —

Plan to sell the controlling interest

in a subsidiary

Amendments to a number of
HKFRSs issued in May 2009

Amendment to HK Interpretation 4
Leases — Determination of the
Length of Lease Term in respect

of Hong Kong Land Leases

Presentation of Financial Statements
— Classification by the Borrower of
Term Loan that Contains a

Repayment on Demand Clause
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22 B RRZEBRKE @) 2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)
Other than as further explained below regarding the impact of
HKFRS 3 (Revised), HKAS 27 (Revised), amendments to HKAS
7 and HKAS 17 included in Improvements to HKFRSs 2009

and HK Interpretation 4 (Revised in December 2009) and HK

BRTXEBERBTBREEREIR (LB
BEBGTERFE275H (KIBFT) ~ 2009F & B E
BHREEB K EFBEHEB ST ERNETR
REBSTTEYNFI7H BT - BEEREFLR
(FR20090F 12 B8R ) R B BREESHE—FE
BN BRI SIS 2 B B SR E R
A HRRITBERG KL -

Interpretation 5, the adoption of the new and revised HKFRSs has

had no significant financial effect on these financial statements.

RNZEHTNRET 2B B BREEN 2E The principal effects of adopting these new and revised HKFRSs
EFEOT - are as follows:
() R2009% 58 B ffi 220094 & 8 5 # & (@) Improvements to HKFRSs 2009 issued in May 2009 sets out

EAZHEN S BRI REEAE RS
3o SEEHGREBERE - BERAH
AETREREHBELE - HLEETY
REEL W E RS BYE o A EE B
TEEETRENT

amendments to a number of HKFRSs. There are separate
transitional provisions for each standard. While the adoption
of some of the amendments results in changes in accounting
policies, none of these amendments has had a significant
financial impact on the Group. Details of the key amendments

most applicable to the Group are as follows:

e EREHEUNFIEDNIX  HAEES
BRI BRRRAEREEZRXIATDLE
AREEFDH2RERD -

e ERSTEAEBITRAE: WHREE L
HEIEBEES - @it tHhEEER
BEBSFTERNEI7THZ -RIESIDER
HENBMEHE -

EERBEASHE BT L HHER
PR 2 £ 5T T iR $5 20094 &8 1 7% #8 & 22 R
ZHEHBBEFEANFI1TRHE 2B
TSR o LB IREE] - HEBREBEARZ
HEREZREFELHAE  HPaERD
HARMEHEEE - Al - ZRBEARER
EEEFERE 65 BEBSFHENE7
SREBETENEIONIR AW
HE -

HKAS 7 Statement of Cash Flows: Requires that only
expenditures that result in a recognised asset in the
statement of financial position can be classified as a

cash flow from investing activities.

HKAS 17 Leases: Removes the specific guidance on
classifying land as a lease. As a result, leases of land
should be classified as either operating or finance leases

in accordance with the general guidance in HKAS 17.

Amendment to HK Interpretation 4 Leases — Determination
of the Length of Lease Term in respect of Hong Kong Land
Leases is revised as a consequence of the amendment

to HKAS 17 Leases included in Improvements to HKFRSs
2009. Following this amendment, the scope of HK
Interpretation 4 has been expanded to cover all land
leases, including those classified as finance leases. As

a result, this Interpretation is applicable to all leases of
property accounted for in accordance with HKAS 16, HKAS
17 and HKAS 40.
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Notes to Financial Statements
31 March 2011

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(Continued)

The Group has reassessed its leases in Hong Kong and
Mainland China, previously classified as operating leases,
upon the adoption of the amendments. As substantially all
the risks and rewards associated with the leases in Hong
Kong have been transferred to the Group, the leases in
Hong Kong have been reclassified from operating leases
under “prepaid land lease payments” to finance leases
under “property, plant and equipment”. The corresponding
amortisation has also been reclassified to depreciation. As
further explained in note 14, leasehold land and buildings
situated in Mainland China cannot be allocated reliably
between the land and building elements, and therefore the
entire lease payment is included in the cost of leasehold

land and buildings as finance leases.

The effects of the above changes are summarised below:

2011 2010
HK$’000 HK$’000
BT T BT T
B Z3H31HIEFEE Consolidated income statement
ZiraEmEk for the year ended 31 March
FER LIS Decrease in amortisation of prepaid
R land lease payments (209) (209)
W BERRE Increase in depreciation of property,
EREM plant and equipment 209 209
HK3A31AZ%HE& Consolidated statement of financial position at 31 March
Bk i 2
FES L ER Decrease in prepaid land lease payments, net
B - FE (2,644) (2,853)
ME - BERRZE Increase in property, plant and equipment, net
120 FEE 2,644 2,853
R2009%F481HZ Consolidated statement of financial
REBMEER position at 1 April 2009
FES LA E R Decrease in prepaid land lease payments, net
B - FER (3,062)
NE - BRERRE Increase in property, plant and equipment, net
125 - B 3,062

REBHERZSETERENE THREMH
BARRTRIBE © R2009F48 1B 288
BRRRUARSEBITZEZHBERTER
REBEHEREH o

Due to the retrospective application of the amendments
which has resulted in the restatement of items in the
consolidated statement of financial position, a consolidated
statement of financial position as at 1 April 2009, and

the related notes affected by the amendments have been
presented in these financial statements.
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22 S HRZBHRKE &) 2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(b) BBREESHFUBHEEXZEI -EHAEE (b) HK Interpretation 5 Presentation of Financial Statements
EREREERICEHEH Z27HE — Classification by the Borrower of a Term Loan that Contains

a Repayment on Demand Clause

EEREFESTAERER T ERANERM
B ZRESREERIRR 2 ERIG RS
ERERBRARBBRRERAFERRE
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HK Interpretation 5 concludes that loans subject to loan
agreements which include a clause that gives the lender
an unconditional right to call the loan at any time shall

be classified by the borrower as current in its statement
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of financial position. As the Group did not have any loan

classified as non-current which is subject to a repayment on

demand clause, the adoption of this interpretation has had

no effect on the financial position of the Group.

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised

HKFRSs, that have been issued but are not yet effective, in these

financial statements.

HKFRS 1 Amendments

HKFRS 1 Amendments

HKFRS 7 Amendments

HKFRS 9

HKAS 12 Amendments

HKAS 24 (Revised)

HK(IFRIC)-Int 14

Amendments

HK(IFRIC)-Int 19

Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Limited
Exemption from Comparatives
HKFRS 7 Disclosures for

First-time Adopters '

Amendments to HKFRS 1 First-time
Adoption of HKFRSs — Severe
Hyperinflation and Removal of

Fixed Dates for First-time Adopters >

Amendments to HKFRS 7 Financial
Instruments: Disclosures — Transfers

of Financial Assets 3

Financial Instruments

Amendments to HKAS 12 Income
Taxes — Deferred Tax: Recovery of
Underlying Assets *

Related Party Disclosures *

Amendments to HK(IFRIC)-Int 14
Prepayments of a Minimum

Funding Requirement *

Extinguishing Financial Liabilities

with Equity Instruments '
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Notes to Financial Statements
31 March 2011

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS (Continued)

Apart from the above, the HKICPA has issued Improvements

to HKFRSs 2010 which sets out amendments to a number of
HKFRSs primarily with a view to removing inconsistencies and
clarifying wording. The amendments to HKFRS 3 and HKAS

27 are effective for annual periods beginning on or after 1 July
2010, whereas the amendments to HKFRS 1, HKFRS 7, HKAS 1,
HKAS 34 and HK(IFRIC)-Int 13 are effective for annual periods
beginning on or after 1 January 2011 although there are separate

transitional provisions for each standard.

! Effective for annual periods beginning on or after 1 July 2010
z Effective for annual periods beginning on or after 1 January 2011
3 Effective for annual periods beginning on or after 1 July 2011
4 Effective for annual periods beginning on or after 1 January 2012

s Effective for annual periods beginning on or after 1 January 2013

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial application.
So far, the Group considers these new and revised HKFRSs are
unlikely to have a significant impact on the Group’s results of

operations and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidiaries

A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain

benefits from its activities.

The results of subsidiaries are included in the Company’s income
statement to the extent of dividends received and receivable.
The Company’s interests in subsidiaries are stated at cost less any

impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic
activity. The joint venture operates as a separate entity in which

the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates
the capital contributions of the joint venture parties, the duration
of the joint venture and the basis on which the assets are to be
realised upon its dissolution. The profits and losses from the joint
venture’s operations and any distributions of surplus assets are
shared by the venturers, either in proportion to their respective
capital contributions, or in accordance with the terms of the joint

venture agreement.

A joint venture is treated as a subsidiary, if the Group has

unilateral control, directly or indirectly, over the joint venture.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Business combinations and goodwill

Business combinations from 1 April 2010

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for control
of the acquiree. For each business combination, the acquirer
measures the non-controlling interest in the acquiree either at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. Acquisition costs are expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.
This includes the separation of embedded derivatives in host
contracts by the acquiree.

If the business combination is achieved in stages, the acquisition
date fair value of the acquirer’s previously held equity interest in
the acquiree is remeasured to fair value as at the acquisition date
through profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which
is deemed to be an asset or liability is recognised in accordance
with HKAS 39 either in profit or loss or as a change to other
comprehensive income. If the contingent consideration is
classified as equity, it shall not be remeasured until it is finally
settled within equity.

Goodwill is initially measured at cost being the excess of

the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of the
Group’s previously held equity interests in the acquiree over
the net identifiable assets acquired and liabilities assumed. If the
sum of this consideration and other terms is lower than the fair
value of the net assets of the subsidiary acquired, the difference
is, after reassessment, recognised in profit or loss as a gain on
bargain purchase.

After initial recognition, goodwill is measured at cost less

any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.
The Group performs its annual impairment test of goodwill as

at 31 March. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or groups
of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets
or liabilities of the Group are assigned to those units or groups
of units.

Impairment is determined by assessing the recoverable amount
of the cash-generating unit (group of cash-generating units) to
which the goodwill relates. Where the recoverable amount of
the cash-generating unit (group of cash-generating units) is less
than the carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed in a
subsequent period.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Business combinations and goodwill (Continued)

Business combinations from 1 April 2010 (Continued)

Where goodwill forms part of a cash-generating unit (group

of cash-generating units) and part of the operation within that
unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured based on
the relative values of the operation disposed of and the portion
of the cash-generating unit retained.

Business combinations prior to 1 April 2010 but after 1 January
2005

In comparison to the above-mentioned requirements which were
applied on a prospective basis, the following differences applied
to business combinations prior to 1 April 2010:

Business combinations were accounted for using the purchase
method. Transaction costs directly attributable to the acquisition
formed part of the acquisition costs. The non-controlling interest
was measured at the proportionate share of the acquiree’s
identifiable net assets.

Business combinations achieved in stages were accounted for as
separate steps. Any additional acquired share of interest did not
affect previously recognised goodwill.

When the Group acquired a business, embedded derivatives
separated from the host contract by the acquiree were not
reassessed on acquisition unless the business combination
resulted in a change in the terms of the contract that significantly
modified the cash flows that otherwise would have been required
under the contract.

Contingent consideration was recognised if, and only if, the
Group had a present obligation, the economic outflow was
more likely than not and a reliable estimate was determinable.
Subsequent adjustments to the contingent consideration were
recognised as part of goodwill.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets, financial assets, investment
properties and goodwill), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value
less costs to sell, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the
income statement in the period in which it arises in those
expense categories consistent with the function of the impaired
asset, unless the asset is carried at a revalued amount, in which
case the impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of non-financial assets (Continued)

An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is
credited to the income statement in the period in which it arises,
unless the asset is carried at a revalued amount, in which case
the reversal of the impairment loss is accounted for in accordance
with the relevant accounting policy for that revalued asset.

Related parties
A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in the
Group that gives it significant influence over the Group; or
(iii) has joint control over the Group;

(b) the party is a member of the key management personnel of
the Group or its parent;

(c) the party is a close member of the family of any individual
referred to in (a) or (b);

(d) the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any
individual referred to in (b) or (c); or

(e) the party is a post-employment benefit plan for the benefit
of the employees of the Group, or of any entity that is a
related party of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The cost
of an item of property, plant and equipment comprises 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 items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement in the
period in which it is incurred. In situations where the recognition
criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises

such parts as individual assets with specific useful lives and
depreciation.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment and depreciation (Continued)
Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual

rates used for this purpose are as follows:

Leasehold land and buildings 5% or over the remaining

lease terms

Furniture, fixtures and 20% to 33'/5%

leasehold improvements

Machinery and equipment 20%

Motor vehicles 20%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated

separately.

Residual values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at least at each financial

year end.

An item of property, plant and equipment and any significant
part initially recognised is derecognised upon disposal or

when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised
in the income statement in the year the asset is derecognised is
the difference between the net sales proceeds and the carrying

amount of the relevant asset.

Investment properties

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease for
a property which would otherwise meet the definition of an
investment property) held to earn rental income and/or for
capital appreciation, rather than for use in the production or
supply of goods or services or for administrative purposes; or
for sale in the ordinary course of business. Such properties are
measured initially at cost, including transaction costs. Subsequent
to initial recognition, investment properties are stated at

fair value, which reflects market conditions at the end of the

reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the income statement in

the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the income statement in

the year of the retirement or disposal.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to

the income statement on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable under the
operating leases, net of any incentives received from the lessor,
are charged to the income statement on the straight-line basis
over the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms. When the lease payments cannot be
allocated reliably between the land and buildings elements, the
entire lease payments are included in the cost of the land and
buildings as a finance lease in property, plant and equipment.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as
financial assets at fair value through profit or loss and loans

and receivables, as appropriate. The Group determines the
classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured at fair
value, plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

The Group’s financial assets include cash and bank balances, trade
and bills receivables, deposits, other receivables and financial
assets at fair value through profit or loss.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets designated
upon initial recognition as at fair value through profit or loss.
Financial assets are classified as held for trading if they are
acquired for the purpose of sale in the near term. This category
includes derivative financial instruments entered into by the
Group that are not designated as hedging instruments in hedge
relationships as defined by HKAS 39. Financial assets at fair value
through profit or loss are carried in the statement of financial
position at fair value with changes in fair value recognised in the
income statement. These net fair value changes do not include
any dividends on these financial assets, which are recognised

in accordance with the policy set out for “Revenue recognition”
below.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments and other financial assets (Continued)

Financial assets at fair value through profit or loss (Continued)
The Group evaluates its financial assets at fair value through
profit or loss (held for trading) to assess whether the intent to
sell them in the near term is still appropriate. When the Group
is unable to trade these financial assets due to inactive markets
and management’s intent to sell them in the foreseeable future
significantly changes, the Group may elect to reclassify these
financial assets in rare circumstances. The reclassification from
financial assets at fair value through profit or loss to loans and
receivables, available-for-sale financial assets or held-to-maturity
investments depends on the nature of the assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in finance income in the income statement. The loss
arising from impairment is recognised in the income statement in
other operating expenses.

Derecognition of financial assets
A financial asset is derecognised when:

(a) the rights to receive cash flows from the asset have expired;

(b) the Group has transferred its rights to receive cash flows
from the asset, or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement;

(c) and either (i) the Group has transferred substantially all
the risks and rewards of the asset, or (ii) the Group has
neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset,

the asset is recognised to the extent of the Group’s continuing
involvement in the asset. In that case, the Group also recognises
an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there

is objective evidence of impairment as a result of one or more
events that has occurred after the initial recognition of the asset
(an incurred “loss event”) and that loss event has an impact on
the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group of
debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganisation and
observable data indicating that there is a measurable decrease

in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses individually whether objective evidence of impairment
exists for financial assets that are individually significant,

or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial

asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment
loss is, or continues to be, recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate.

The carrying amount of the asset is reduced through the use of
an allowance account and the amount of the loss is recognised in
the income statement. Interest income continues to be accrued
on the reduced carrying amount and is accrued using the rate of
interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together
with any associated allowance are written off when there is no
realistic prospect of future recovery.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting
the allowance account. If a future write-off is later recovered, the
recovery is credited to the income statement.

61



62

BRI T RE

2011438318

3.

FTESHBRERBE @)

EREE

HRER R E
HeeBETERENEENEREESE
REBBEERATVEABENESREE EXRE
B SEERERE P EREPTANTET
BE(RBRME) - FAEERDAEINETSH
BENDHE -

FETREEECEATERR  MAERKE
B ANEEEEERERA

AEENEREEEERVIRERZEUREM
FE{SBRIR -

At &2
EREEHERRRESENT ¢

EMREE

ARBRAE  FFRERREBEEERSUBRFIE
EREHERAE  EHERYBALTELR . A
EREASER EEBRLERREEBERA
REBER WERBEENEERPER -

BERAWTECH REMWBTNSEE &2
EEREBRAEZ-—MONWERREAR - BBRFIR
BESHABERNOBERER -

BHRAERmMAE
i BBz BERBELR  BUEHES - BIABUER
REMEE -

HREEZREERRER - ERAZE —HEEH
BRTEzBERN  AREEEZERKEEH
WIERT » ZIERAREFT B REFERREER
BEREIFNEERE  SEREEZZFENER
RAMER o

3.

Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group determines the

classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and
in the case of loans and borrowings, plus directly attributable

transaction costs.

The Group’s financial liabilities include trade and bill payables and

other payables.

Subsequent measurement
The measurement of financial liabilities depends on their

classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and
losses are recognised in the income statement when the liabilities
are derecognised as well as through the effective interest rate

method amortisation process.

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate

amortisation is included in finance costs in the income statement.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the

liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the

income statement.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if,
and only if, there is currently enforceable legal right to offset
the recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities

simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask price
for short positions), without any deduction for transaction costs.
For financial instruments where there is no active market, the fair
value is determined using appropriate valuation techniques. Such
techniques include using recent arm’s length market transactions;
reference to the current market value of another instrument
which is substantially the same; and a discounted cash flow

analysis.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on a weighted average basis. Net
realisable value is based on estimated selling prices less any

estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral

part of the Group’s cash management.

For the purpose of the statement of financial position, cash and
cash equivalents comprise cash on hand and at banks, including

term deposits which are not restricted as to use.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be

made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is

included in finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or

directly in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period, taking into consideration interpretations and

practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts

for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary

differences, except:

e where the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a transaction
that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable

profit or loss; and
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Income tax (Continued)

® in respect of taxable temporary differences associated with
investments in subsidiaries, where the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in

the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and
the carryforward of unused tax credits and unused tax losses can

be utilised, except:

* where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects

neither the accounting profit nor taxable profit or loss; and

® in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the

temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of
each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to

allow all or part of the deferred tax asset to be recovered.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Income tax (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the end

of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the

same taxable entity and the same taxation authority.

Revenue recognition
Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with

ownership, nor effective control over the goods sold;

(b) from the provision of film processing, photo-finishing
services and technical services for photographic developing
and processing products, when the services have been

rendered;

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected life of
the financial instrument to the net carrying amount of the

financial asset;

(d) rental income, on a time proportion basis over the lease

terms; and

(e) dividend income, when the shareholders’ right to receive

payment has been established.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payment transactions

The Company operates share option schemes for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby employees
render services as consideration for equity instruments (“equity-

settled transactions”).

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair
value at the date at which they are granted. The fair value is

determined by an external valuer using a binomial model.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in which
the performance and/or service conditions are fulfilled. The
cumulative expense recognised for equity-settled transactions at
the end of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and the
Group’s best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to the income statement
for a period represents the movement in the cumulative expense

recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market or non-vesting condition, which are treated as
vesting irrespective of whether or not the market or non-vesting
condition is satisfied, provided that all other performance and/or

service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition,
an expense is recognised for any modification, that increases
the total fair value of the share-based payment transaction, or is
otherwise beneficial to the employee as measured at the date of

modification.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payment transactions (Continued)

Where an equity-settled award is cancelled, it is treated as

if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it

is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph. All cancellations of equity-settled transaction

awards are treated equally.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per

share.

Other employee benefits

Prepaid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as

at the end of the reporting period is permitted to be carried
forward and utilised by the respective employees in the following
year. An accrual is made at the end of the reporting period for
the expected future cost of such paid leave earned during the

year by the employees and carried forward.

Pension schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme under the Mandatory
Provident Fund Schemes Ordinance and a defined contribution
occupational retirement scheme (the “ORSO scheme”) under
the Occupational Retirement Schemes Ordinance, for all of its
employees. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the income
statement as they become payable in accordance with the rules
of the schemes. The assets of both schemes are held separately
from those of the Group in independently administered funds.
The Group’s employer contributions to both schemes vest fully
with the employees when contributed into the schemes, except
for the Group’s employer voluntary contributions to the ORSO
scheme, which are refunded to the Group when the employee
leaves employment prior to the contributions vesting fully, in

accordance with the rules of the ORSO scheme.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the equity section of
the statement of financial position, until they have been approved
by the shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared, they are

recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’s bye-laws grant the directors the authority
to declare interim dividends. Consequently, interim dividends
are recognised immediately as a liability when they are proposed

and declared.

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially
recorded using their respective functional currency rates

ruling at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are retranslated at
the functional currency rates of exchange ruling at the end of
the reporting period. All differences are taken to the income
statement. Non-monetary items that are measured in terms

of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair

value was determined.

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the end of
the reporting period, the assets and liabilities of these entities
are translated into the presentation currency of the Company at
the exchange rates ruling at the end of the reporting period and
their income statements are translated into Hong Kong dollars at
the weighted average exchange rates for the year. The resulting
exchange differences are recognised in other comprehensive
income and accumulated in the exchange fluctuation reserve.
On disposal of a foreign operation in the component of other
comprehensive income relating to that particular foreign

operation is recognised in the income statement.
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Notes to Financial Statements
31 March 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purpose of the consolidated statement of cash flows,

the cash flows of overseas subsidiaries are translated into Hong
Kong dollars at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into Hong Kong

dollars at the weighted average exchange rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the

assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant

effect on the amounts recognised in the financial statements:

(i) Operating lease commitments — Group as lessor
The Group has entered into commercial property leases on
its investment property portfolio. The Group has determined,
based on an evaluation of the terms and conditions of the
arrangements, that it retains all the significant risks and
rewards of ownership of these properties which are leased

out on operating leases.
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4. EXETTHEREE &) 4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)
Judgements (Continued)

YR (4)
(i) REWXEBEFYHEZES

(ii)  Classification between investment properties and owner-

FEEEE-HEYERETNEERDRED
¥ UHEHERE - REMEDRFEER
HESREXAEARRIREMERR Y
¥ HAEESZEZNEFRELEZRSR
ERBEATZREMBHAMEESR -
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RE-EREHAEIMHA)  AEEZR
BAFZHNDOFHALR - MEHO TR DM
HE AEESEFEEERRMERIRE
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ZMESANRIVEREME -

FEBAANRERBAGLEHIRETRS U
BHEBNEITHEREWHEER -

(iii) HEWRE

EEEEAAHRRERBEEREERE
ZERRETBEER  AEBAEHH
B BRRFGEOEEHRATRYREE
BEZESHAXBEEBEZZSEHALT
FE,QEERAERSESARESR
EREFEXE MERRERERFER
REETHRIUEER  ROEHREESR
ERAFASEIERREERSARERN
REEUAELRTE - 2FEEBEMEMRR
LUREREARTFEERESRERRAATE
RIBRE - HRERR T AREFHE

(iii)

occupied properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making
that judgement. Investment property is a property held to
earn rentals or for capital appreciation or both. Therefore,
the Group considers whether a property generates cash
flows largely independently of the other assets held by the
Group.

Some properties comprise a portion that is held to earn
rentals or for capital appreciation and another portion that is
held for use in the production or supply of goods or services
or for administrative purposes. If these portions could be
sold separately (or leased out separately under finance
leases), the Group accounts for the portions separately. If
the portions could not be sold separately, the property is an
investment property only if an insignificant portion is held
for use in the production or supply of goods or services or

for administrative purposes.

Judgement is made on an individual property basis to
determine whether ancillary services are so significant that a

property does not qualify as an investment property.

Impairment of assets

The Group has to exercise judgement in determining
whether an asset is impaired or the event previously
causing the asset impairment no longer exists, particularly in
assessing: (1) whether an event has occurred that may affect
the asset value or such event affecting the asset value has
not been in existence; (2) whether the carrying value of an
asset can be supported by the net present value of future
cash flows which are estimated based upon the continued
use of the asset or derecognition; and (3) the appropriate
key assumptions to be applied in preparing cash flow
projections including whether these cash flow projections
are discounted using an appropriate rate. Changing the
assumptions selected by management to determine the
level of impairment, including the discount rates or the
growth rate assumptions in the cash flow projections,

could materially affect the net present value used in the

impairment test.
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Financial Statements

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)
Estimation uncertainty
The key assumptions concerning the future and other key sources
of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial

year, are discussed below.

(i) Estimation of fair value of investment properties
In the absence of current prices in an active market for
similar properties, the Group considers information from a

variety of sources, including:

(a) current prices in an active market for properties of a
different nature, condition, location, adjusted to reflect

those differences;

(b) recent prices of similar properties on less active
markets, with adjustments to reflect any changes in
economic conditions since the date of the transactions

that occurred at those prices; and

(c) discounted cash flow projections based on reliable
estimates of future cash flows, supported by the terms
of any existing lease and other contracts and (when
possible) by external evidence such as current market
rents for similar properties in the same location and
condition, and using discount rates that reflect current
market assessments of the uncertainty in the amount

and timing of the cash flows.

The principal assumptions for the Group’s estimation of
the fair value include those related to current market
rents for similar properties in the same location and
condition, appropriate discount rates, expected future
market rents and future maintenance costs. The carrying
amount of investment properties at 31 March 2011 was
HK$152,950,000 (2010: HK$139,740,000).
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Notes to Financial Statements
31 March 2011

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty (Continued)

(ii)

(iii)

Useful lives and residual values of items of property, plant
and equipment

In determining the useful lives and residual values of

items of property, plant and equipment, the Group has to
consider various factors, such as technical or commercial
obsolescence arising from changes or improvements in
production, or from a change in the market demand for the
product or service output of the asset, expected usage of
the asset, expected physical wear and tear, the care and
maintenance of the asset, and legal or similar limits on the
use of the asset. The estimation of the useful life of the asset
is based on the experience of the Group with similar assets
that are used in a similar way. Additional depreciation is
made if the estimated useful lives and/or the residual values
of items of property, plant and equipment are different from
previous estimation. Useful lives and residual values are
reviewed at each financial year end date based on changes

in circumstances.

Impairment of goodwill

The Group determines whether a goodwill is impaired at
least on an annual basis. This requires an estimation of

the value in use of the cash-generating units to which the
goodwill is allocated. Estimating the value in use requires
the Group to make an estimate of the expected future cash
flows from the cash-generating unit and also to choose

a suitable discount rate in order to calculate the present
value of those cash flows. A change in the estimated future
cash flows and/or the discount rate applied will result in an
adjustment to the estimated impairment provision previously
made. The carrying amount of goodwill at 31 March 2011
was HK$35,878,000 (2010: HK$35,878,000). Further details
of impairment testing of goodwill are set out in note 16 to

the financial statements.
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Notes to Financial Statements
31 March 2011

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND

ESTIMATES (Continued)

Estimation uncertainty (Continued)

(iv) Impairment of non-financial assets (other than goodwill)
The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Other non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher
of its fair value less costs to sell and its value in use. The
calculation of the fair value less costs to sell is based on
available data from binding sales transactions in an arm’s
length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset.
When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset
or cash-generating unit and choose a suitable discount rate

in order to calculate the present value of those cash flows.

(v) Deferred tax assets
Deferred tax assets are recognised for all unused tax
losses and deductible temporary differences arising from
impairment on trade and bills receivables and inventories
to the extent that it is probable that taxable profit will be
available against which the losses and deductible temporary
differences can be utilised. Significant management
judgement is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely
timing and level of future taxable profits together with future
tax planning strategies. The carrying values of deferred
tax assets relating to recognised tax losses and provision
against inventories as at 31 March 2011 were HK$3,403,000
(2010: HK$1,814,000) and HK$10,000 (2010: HK$10,000),
respectively. The amounts of unrecognised tax losses and
deductible temporary differences on impairment on trade
receivables as at 31 March 2011 were HK$77,729,000
(2010: HK$93,129,000) and HK$140,091,000 (2010:
HK$141,745,000). Further details are contained in note 25

to the financial statements.
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Notes to Financial Statements
31 March 2011

OPERATING SEGMENT INFORMATION
For management purposes, the Group is organised into business
units based on their products and services and has four

reportable operating segments as follows:

(a) the merchandise segment engages in the marketing and
distribution of photographic developing, processing and
printing products and sale of photographic merchandises

and skincare products;

(b) the service segment engages in the provision of film
processing, photo-finishing services and technical services

for photographic developing and processing products;

(c) the investment segment comprises the Group’s businesses in

investment funds and investment properties; and

(d) the corporate and others segment comprises the Group’s
corporate income and expense items and other investment

businesses.

Management monitors the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance

is evaluated based on reportable segment profit/(loss), which is

a measure of adjusted profit/(loss) before tax from continuing
operations. The adjusted profit/(loss) before tax from continuing
operations is measured consistently with the Group’s profit/(loss)
before tax from continuing operations except that interest income

and unallocated gains are excluded from such measurement.

Segment assets exclude deferred tax assets, cash and cash
equivalents and other unallocated corporate assets as these

assets are managed on a group basis.

Segment liabilities exclude tax payable, deferred tax liabilities
and other unallocated corporate liabilities as these liabilities are

managed on a group basis.

Intersegment sales and transfers are transacted at cost plus a

mark-up of approximately 21% (2010: 21%).
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5. Re&EFWER(#) 5. OPERATING SEGMENT INFORMATION (Continued)
(a) RBEDI (@) Operating segments
Merchandise Service Investment  Corporate and Others  Eliminations Consolidated
Em#E it BE PEREM R &8
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HKS'000 HK$'000
BRI BETn BSTn BBTR BETn BETn BETR BETn EETn B¥Tn BMTR AETR
AENE Segment revenue:
NREFZHE Sales to external customers 226,689 114,148 - - 340837
HEEzHE Intersegment sales 27,891 3,557 - - -
Al ARKE Other income and gains - - 47,09 811 48,106
hy Total 254,580 117,705 47,095 811 388943
PEEE Segment results 10,172 3,508 40,506 6,385) 47801
FEHAR Interest income
FABKE and unallocated gains 4,525
BHAER Profit before tax 52,326
8 Tax (6,123)
FEER Profit for the year 46,203
Merchandise Service Investment Corporate and Others  Consolidated
Em#E R RE TEREM &a
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
BRI BT BETr B%Trn B¥Tn BT BETn BETn E%Tr E%Tn
BERBE Assets and liabilities
AREE Segment assets 52,996 46,913 303,818 49,132 452,859
FAABEE Unallocated assets 588,427
HEE Total assets 041,286
FEBE Segment liabilities 53,164 4,634 7,880 26,076 91,754
FHEEE Unallocated liabilities 14,555
BeE Total liabilities 106,309
HtAEEH :  Other segment information:
ik Depreciation 3,478 5,677 - 2925 12,080
ERER Capital expenditure* 894 1,822 - il 2,781
REME Changes in fair value of
AHEZE investment properties - - (9,407) - (9,407)
EHEERE Write-back of impairment of trade
BEEE B8 and bills receivables, net (62) - - - 62)
BERE/ Provision for/(write-back of
(E1%) provision against) inventories (1,021) - - - (1,021)

© ERHXBERENE BERRE-

*

Capital expenditure consists of additions to property, plant and

equipment.



B AR R M EE Notes to Financial Statements

2011%3H31H 31 March 2011
5. KRe&EFWER(#) 5. OPERATING SEGMENT INFORMATION (Continued)
(b) #EEHR (b) Geographical information
Group
30|
2011 2010
HK$’000 HK$’000
REINREZEF ZUNE Revenue from external customers BEET T BT T
=B Hong Kong 349,495 340,837
FTREEERNTDIREAEELCEMEHE The revenue information above is based on the location in
25 which the Group operates.
2011 2010
HK$°000 HK$’000
FREBEE Non-current assets BEET T BT T
=B Hong Kong 114,357 112,839
FPEIR i Mainland China 106,529 97,294
220,886 210,133
LR RBEEEN D REEE(FEEE The non-current asset information above is based on the
ERBEE)AEBER location of assets and excludes deferred tax assets.
(c) EFR—BXERXFZEHR (c) Information about a major customer
g % 49 78 #35,564,5007T (20104 : & Revenue of approximately HK$35,564,500 (2010:
#£14,463,0007T) NEMHEEKHETE HK$14,463,000) was derived from sales by the merchandise

—FFELZHER -

segment to a single customer.
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6. W#H > HibW AR W= 6.
WETNAEESEE  BOHEERZRE
EE(BNBREERITN) 5 RG)IZHIEMPE -

SRAR S ED IR TS R R T P ED A @ 2 B AT RS 2 I
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REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group’s turnover, represents (i) the
net invoiced value of goods sold, after allowances for returns and
trade discounts; and (ii) the income from the rendering of film
processing, photo-finishing services and technical services for

photographic developing and processing products.

An analysis of revenue, other income and gains is as follows:

2011 2010
HK$°000 HK$°000
BET T BT T
Wz Revenue
EmiEe Sale of goods 226,689
FEMOTRE ~ BABFEIR  Income from the rendering of film processing,
FAT RIS U A photo-finishing services and technical services 114,148
340,837
= PN 6 Other income and gains
FEUA Interest income 4,525
HEWALE (Ft3F7)  Gross rental income (note 7) 8,664
FEBIBHIEAFEFTEZ Fair value gain on financial assets at fair value through
TRIEE 2 ATFERE profit or loss (note 7)
(B=E7) 25,900
REMELATELH Changes in fair value of investment properties (note 15)
(MtzE15) 9,407
FEBEZIZ DA TFEFTEZ Dividend income from financial assets at fair value
LRIEEZREWA through profit or loss 3,324
AR A Subsidy income _
Hit Others 811

52,631
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7. BRBLAEF 7. PROFIT BEFORE TAX
AEBBRBADRFIE MR (Gt A): The Group’s profit before tax is arrived at after charging/
(crediting):
2011 2010
Notes HK$’000 HK$’000
W5 BT T BT T
(Restated)
(E351)
SHEFERA Cost of inventories sold** 181,660
IR ARAE AR AR Cost of services provided** 51,546
A Gl Auditors’ remuneration 970
e Depreciation 14 12,080
TiHREF2RELE Minimum lease payments under
HHHEE operating leases on land and buildings 36,427
HEME - BERREER (Gain)/loss on disposal of items of
Z (%) EE property, plant and equipment 59
FERE/ (@)~ Provision for/(write-back of provision
against) inventories** (1,021)
FEWERE R ZERAERE Write-back of impairment of trade and bills
TRER receivables, net* (62)
M3 BERRE Impairment of items of property plant
BHE ZHE* and equipment* 14 415
ERBRRAVEFEZ Fair value gain on financial assets
SREEZ D HERS at fair value through profit or loss 6 25,900
EERABEX Employee benefit expense (including
(BIEMEES directors’ remuneration as set out
FRESHE): in note 8):
ITERES Wages and salaries 49,972
BREFEMEN Pension scheme contributions 2,218
RERBSEE Write-back of provision for long service
payments (1,778)
ERESFEEIUFR Net pension scheme contributions 440
50,412
HEWAEE Gross rental income 6 (8,664)
REE o REMEREEZ Direct expenses (including repairs and
EEAX (BREEBEREE) maintenance) arising on rental-earning
investment properties 468
WA FEE Net rental income (8,196)
BEHERE F8 Foreign exchange differences, net 868
ZEBHERGAEFRIEMEL(WA) B * Included in “Other operating (income)/expenses, net” on the face of
X FEI-WASIE- the consolidated income statement.
ZEHEBEERGEAERRIBERLN]I—BR ** Included in “Cost of sales” on the face of the consolidated income

S8 © statement.
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8. EEXM= 8. DIRECTORS’ REMUNERATION
FARBEBHERSMERATERFSF LT Directors’ remuneration for the year, disclosed pursuant to the
RANT EHRA D REBQARGIE 161{FIKE Rules Governing the Listing of Securities on the Main Board of
ZEEMEWT ¢ The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and Section 161 of the Hong Kong Companies Ordinance, is as
follows:
Group
3L
2011 2010
HK$°000 HK$’000
BETR BT
fi2ka Fees 750
Hitph < - Other emoluments:
e RIERL Salaries and allowances 3,783
FERFIMETEAL Discretionary bonuses 1,585
BIRSFEIMRK Pension scheme contributions 48
6,166
(@) BYFHITES (a) Independent non-executive directors

FRAXNTFBEUFPTESZBENT ¢

The fees paid to independent non-executive directors during

the year were as follows:

2011 2010
HK$’000 HK$°000
BT T BT T

B3 H Au Man Chung Malcolm
FRE Li Ka Fai David

28 Liu Hui Allan

BFR Wong Chi Yun Allan

110
120

90
100

420

FRATEEMEGTFBIFATES S
(2010%F : &) »

There were no other emoluments payable to the
independent non-executive directors during the year (2010:
Nil).
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Notes to Financial Statements
31 March 2011

8. DIRECTORS’ REMUNERATION (Continued)

(b) HITES (b) Executive directors
Pension
Salaries and  Discretionary scheme Total
Fees allowances bonuses  contributions remuneration
Rike
e  HeREH FasiRd BE 58 e
HK$°000 HK$'000 HK$'000 HK$'000 HK$’000
BETR  BETR BMTR  BETR MR
20115 2011

HTES: Executive directors:
BAfW Sun Tai Lun Dennis 90 1,414 448 12 1,964
3=EIN Sun Tao Hung Stanley 80 1,141 740 12 1,973
AFFE Ng Yuk Wah Eileen 80 778 247 12 1,117
HEX Tang Kwok Tong Simon 80 731 222 12 1,045
330 4,064 1,657 48 6,099

20105 2010

HiTES: Executive directors:
N Sun Tai Lun Dennis o) 1,318 425 12 1,845
sl Sun Tao Hung Stanley 80 1,064 750 12 1,906
REE Ng Yuk Wah Eileen 80 726 234 12 1,052
HEX Tang Kwok Tong Simon 80 675 176 12 943
330 3,783 1,585 48 5,746

BZ2011F K2010F3B831ALEE - I
FBEAZHEEERESRE K E(E T

€ o

9. SUGREHFMES
FRSUBREFTMESEIELIL(2010F @ 4u)E
> HEFMWHBOE L XHESIEE - SR HR
(20105 : () FESBRESFHMES ZHMH

31 March 2011 and 2010.

9. FIVE HIGHEST PAID EMPLOYEES

There was no arrangement under which a director waived or

agreed to waive any remuneration during the years ended

The five highest paid employees during the year included four
(2010: four) directors, details of whose remuneration are set out

in note 8 above. Details of the remuneration of the remaining

SEMT one (2010: one) non-director, highest paid employee for the year
are as follows:
Group
%E

2011 2010
HK$’000 HK$’000
BT T BT T
e ROERL Salaries and allowances 802 762
EBIREFTEIHER Pension scheme contributions 12 12
814 774
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2011%3H31H 31 March 2011
9. sSUBRSHMES &) 9. FIVE HIGHEST PAID EMPLOYEES (Continued)
HEWAETIHHEZHFESRBESHFHEEA The number of non-director, highest paid employees whose
HmT remuneration fell within the following band is as follows:
Number of employees
EBEAH
2011 2010
%= #¥1,000,0007T Nil to HK$ 1,000,000 - 1
10. Fr{8 %t 10. INCOME TAX
EENESHBREFANES BRILZ AT ERER Hong Kong profits tax has been provided at the rate of 16.5%
F > BT E16.5% (20105 : 16.5%) 5T o (2010: 16.5%) on the estimated assessable profits arising in Hong
hEARLIFME([HE ) ERBE R B IERA Kong during the year. Taxes on profits assessable in the People’s
EEKEER oHEBRITHEGE - Republic of China (the “PRC”) have been calculated at the rates of
tax prevailing in the location in which the Group operates.
2011 2010
HK$ 000 HK$’000
BET T BT T
58 : Group:
RE-FE Current — Hong Kong
FRFHR Charge for the year 1,985
AFRERE Overprovision in prior years (19)
AE —PEIRH Current — Mainland China 627
2,593
IEIERIIE (Fiak25) Deferred (note 25) 3,530
FABIEZ HALE Total tax charge for the year 6,123
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10. FR 8% (&)

11

.

Notes to Financial Statements
31 March 2011

10. INCOME TAX (Continued)

FERARARAIREMBARKEFMEHE ZEER A reconciliation of the tax expense applicable to profit before tax
R ECRBANRN 2 BRARERL  HIRER at the statutory rates for the locations in which the Company and
BHEDTE2REMI2HE  UARBARED its subsidiaries are domiciled to the tax expense at the effective

EEBR)EBRR R HIRNT ¢

tax rates, and a reconciliation of the applicable rates (i.e., statutory

tax rates) to the effective tax rates, are as follows:

Hong Kong Mainland China Total
b FEIR mst
HK$°000 HK$’000 HK$’000
BT T BETT BETT
£E-2011F Group — 2011
BRBLATE R Profit before tax 16,521 8,894 25,415
EERE Statutory tax rates 16.5% 25%
BEERERFTE2HE Tax at the statutory tax rates 2,726 2,224 4,950
BBEHBESRNE Adjustments in respect of current tax
ZRE of previous periods (319) - (319)
BBABELESE Adjustments in respect of deferred tax
2R of previous periods (3,342) 2,573 (769)
SRBUWA Income not subject to tax (1,396) (781) (2,177)
Gk Expenses not deductible for tax 195 1,384 1,579
RERREFE Tax losses not recognised 1,519 207 1,726
KEBTHEEE 2B EER Tax losses utilised from previous periods (1,864) - (1,864)
BASEERRETE2BE Tax charge/(credit) at the Group’s
X/ (ER) effective rate (2,481) 5,607 3,126
£E -2010%F Group - 2010
BRBLATE R Profit before tax 44,026 8,300 52,326
EERE Statutory tax rates 16.5% 25%
BEEREFE2HIE Tax at the statutory tax rates 7,264 2,075 9,339
BBTHBESRTE Adjustments in respect of current tax
2R of previous periods (19) - (19)
BBTHRIELERE Adjustments in respect of deferred tax
2R of previous periods 744 1,152 1,896
REBBIA Income not subject to tax (1,341) (880) (2,221)
FAIFi %z Expenses not deductible for tax 967 610 1,577
REERFIERE Tax losses not recognised (62) - (62)
KEBTHEEE BB Tax losses utilised from previous periods (4,387) - (4,387)
BRASBERRENE Tax charge at the Group’s effective rate
2R 3,166 2,957 6,123

BRAREEAEGRR 11. PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT
BZE2011F3A31BLLFE » §RRERAENL The consolidated profit attributable to owners of the parent for
HRERFBEIBEY1,433,0005T (20105 & the year ended 31 March 2011 includes a loss of HK$1,433,000
F&#57,648,0007T) * CRAQTHHHRRERF (2010: a profit of HK$57,648,000) which has been dealt with in

25 (HzE28(b)) °

the financial statements of the Company (note 28(b)).
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12. RE 12. DIVIDENDS
2011 2010
HK$°000 HK$’000
BT BETR
HEI— & (2010% : Interim — nil (2010: HK1 cent)
BREBERBE L) per ordinary share 11,638
R ER4E B — F IR Interim special — HK2 cents (2010: HK1.5 cents)
AR A 24 per ordinary share
(20105 : ;B 1.54l) 17,457
BRARE -8R Proposed final- HK2 cents (2010: HK1.5 cents)
ZERAEEE 210 per ordinary share
(2010% : jB¥1.54L) 17,457
BRIRARES R -8R Proposed final special — HK1 cent (2010: HK1 cent)
ZERABEE L per ordinary share
(2010%F : JB¥E 14L) 11,638
58,190
AEERRAHRERBIRARPISAIREBSR The proposed final dividend and the proposed final special
REZERRDBRTORRBERE LR © dividend for the year are subject to the approval of the
Company’s shareholders at the forthcoming annual general
meeting.
13. BAREBERREFEARLERETR 13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
(a) BRELRER (a) Basic earnings per share
SREFBAZREATEATE The calculation of basic earnings per share is based on:
Group
£8
2011 2010
HK$°000 HK$’000
BT T BT T
BF| Earnings
ARGtEERER Profit attributable to ordinary equity holders of the
BR 2R NE Company, used in the basic earnings
AR E per share calculation
BB AREAL R 44,971,000
&) Shares
FARETESREZR  Weighted average number of ordinary shares in
BRIZFR issue during the year used in the basic earnings
ERITEBER per share calculation 1,163,828,377
(b) EREBBEF (b) Diluted earnings per share
AR AEBREZ20115F K2010F3 431 No adjustment has been made to the basic earnings per
FLEETSSRTERRELBR - R share amounts presented for the years ended 31 March
ARBREFERIZBREARAELHE 2011 and 2010 in respect of a dilution as the Group had
P o

no potentially dilutive ordinary shares in issue during those

years.
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Notes to Financial Statements
31 March 2011

14. PROPERTY, PLANT AND EQUIPMENT

& Group
Leasehold Furniture,
land fixtures and Machinery
and leasehold and Motor
buildings improvements equipment vehicles Total
HELH A EER HER
REF HEWERE B RE @5t
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
BETT BETT BETT BETT BT
2011534310 31 March 2011
201054810 : At 1 April 2010:
A (E5) Cost (restated) 59,881 55,219 86,324 6,614 208,038
ZEERBE (E3)) Accumulated depreciation
and impairment (restated) (40,843) (53,177) (78,776) (5,979) (178,775)
FEFE (7)) Net carrying amount (restated) 19,038 2,042 7,548 635 29,263
#W201054R18 At 1 April 2010, net of
HREFHTE accumulated depreciation and
KA (E5) impairment (restated) 19,038 2,042 7,548 635 29,263
25n Additions - 6,987 19 580 7,586
HeE Disposals - (15) (84) (154) (253)
FRTERRE Depreciation provided
during the year (2,797) (5,671) (1,702) (401) (10,571)
ERAZ Exchange realignment 372 - - - 372
R2011F3A318 At 31 March 2011, net of
HREFHTE accumulated depreciation and
RRE impairment 16,613 3,343 5,781 660 26,397
R2011538318 At 31 March 2011:
BAS Cost 61,271 58,566 85,655 6,387 211,879
EHMERRE Accumulated depreciation
and impairment (44,658) (55,223) (79,874) (5,727) (185,482)
EEFE Net carrying amount 16,613 3,343 5,781 660 26,397
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Notes to Financial Statements
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

&= Group
Leasehold Furniture,
land  fixtures and Machinery
and leasehold and Motor
buildings improvements equipment vehicles Total
HELH A KER BER
REF BENFEEE By Jak:d e
HK$°000 HK$'000 HK$'000 HK$'000 HK$°000
BETT BETT BETT BETT BETT
201053A31H 31 March 2010
R2000F4A1H : At 1 April 2009:
A (E5) Cost (restated) 59,851 55,321 97,964 6,613 219,749
ZMERAE (EF) Accumulated depreciation and
impairment (restated) (38,028) (50,197) (87,083) (5,359) (180,667)
REFE (E5) Net carrying amount (restated) 21,823 5,124 10,881 1,254 39,082
R20095F4818 At 1 April 2009, net of
HNREFNE accumulated depreciation and
LA (E5) impairment (restated) 21,823 5,124 10,881 1,254 39,082
21 Additions - 2,783 4 - 2,787
HE Disposals - (67) (56) - (123)
R{E Impairment - - (415) - (415)
FRINERE Depreciation provided
during the year (2,797) (5,798) (2,866) (619) (12,080)
ERAZ Exchange realignment 12 - - - 12
M2010F3A31H At 31 March 2010, net of
HREFINE accumulated depreciation and
RAE (E5) impairment (restated) 19,038 2,042 7,548 635 29,263
R201063A318 At 31 March 2010:
A (E5)) Cost (restated) 59,881 55,219 86,324 6,614 208,038
ZMERAE (EF) Accumulated depreciation and
impairment (restated) (40,843) (53,177) (78,776) (5,979) (178,775)
FEFE (E5) Net carrying amount (restated) 19,038 2,042 7,548 635 29,263

MR2011F38318 » URAFEREZEAEL R
BFHAIREFE AR BY8,521,0007T (20105 ¢
7B #9,643,000t) » EREBEFHENIAKRE
EzHETHREFES ARNEBEEN LA
SREAEMR T REFT ZEEEDE - BB
BEBGTENS 7RG 2BASEIA
HELHREFZHEAR > RAEVE BERE
EemEns -

Included in the Group’s leasehold land and buildings are
leasehold land and buildings situated in Mainland China
with aggregate net book value of HK$8,521,000 (2010:
HK$9,643,000) as at 31 March 2011 under medium

term leases. As the related prepaid land lease payments
cannot be allocated reliably between the land and building
elements, the entire lease payments are included in the cost
of leasehold land and buildings as finance leases in property,
plant and equipment in accordance with the provisions of
HKAS 17. The remaining leasehold land and buildings of
the Group are situated in Hong Kong and are held under

medium term leases.
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2011%3H31H 31 March 2011
15. REW 15. INVESTMENT PROPERTIES
Group
e
2011 2010
HK$°000 HK$’000
BT T BT T
R4B 1B ZERAEE Carrying amount at 1 April 130,315
DNEERAR WS FE Net gain from a fair value adjustment (note 6)
(FffzEo) 9,407
& 5 R Exchange realignment 18
M3A31HZEREE Carrying amount at 31 March 139,740

SEZRENFERATHIEE

The Group’s investment properties are held under the following

lease terms:

2011 2010

HK$’000 HK$°000

BT T BT T

NAEBZPHELNYE Medium term leases in Hong Kong 48,950
A7 A Bl Ay 3 2 R Medium term leases in Mainland China

LERSEYES 50,490

{77 Bl A 3t 2 R HA Long term leases in Mainland China
GERSE/ES 40,300
139,740

EEZREVEHBIYEESERMLEMBRT
(Chung, Chan & Associates)X2011%3A31
BRERSARRAFEDEELESHMAER B
#152,950,0007T ° REW XD RELRERH
BFE=F  HRZENCHRNUBRRWE
31(a) °

EREERENEZE—STHEBRRFINE
1128 »

The Group’s investment properties were revalued at
HK$152,950,000 as at 31 March 2011 by Chung, Chan &
Associates, independent professionally qualified valuers, on

an open market, existing use basis. The investment properties
are leased to third parties under operating lease arrangements,
further summary details of which are included in note 31(a) to

the financial statements.

Further particulars of the Group’s investment properties are

included on pages 111 and 112.
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16. &

16. GOODWILL
Group
ESE
2011 2010
HK$°000 HK$’000
BT T BT T
MR4A1BK3A31H Cost and net carrying amount at 1 April and 31 March
Z AN I BRTEFHE 35,878 35,878
EmERER Impairment testing of goodwill

BBEBSHWE 2HEE D R EREERY
EBREETSEM(N2ME) ETRERH -

B R ER B CEEEN 2 TIRE ST
RBEABETEMEE  REAQADESME
ZtEHRSREEAFTE - BeREBRAEA
ZITEERET.6%(20105 1 7.5%) °

M2011FE3831BK%2010F3831 8 » BAEFED
REXBREELEN 2 EREEFERATE
ZRF - TXHAEBEEMNBESRETERFIKRE
ZETERR  HUETHERENR -

FREFE-FBHEMNERDREBEFEMN 2 &
MEERNDEICFHERNRREHNERERLE

=

o
HRE-FREDHGABRELE  LRREFE
BEuEBEzBERR

BEEK LR-FEER LRZREEETDZE

BERECHEFECRUNERER FTERRZ
BEEEMBERRET -2 -

TRBRR2EEEMBERRET -2 -

Goodwill acquired through a business combination has been
allocated to the photo-finishing services operation cash-
generating unit, which is a reportable segment, for impairment

testing.

The recoverable amount of the photo-finishing services operation
cash-generating unit has been determined based on a value

in use calculation using cash flow projections approved by the
Company'’s directors covering a period of seven years. The
discount rate applied to cash flow projections is 7.6% (2010:
7.5%).

Key assumptions were used in the value in use calculation of the
photo-finishing services operation cash-generating unit for 31
March 2011 and 31 March 2010. The following describes each
key assumption on which management has based its cash flow

projections to undertake impairment testing of goodwill:

Budgeted gross margins — The basis used to determine the value
assigned to the budgeted gross margins is the average gross
margins achieved in the year immediately before the budget year,

increased for expected efficiency improvements.

Discount rates — The discount rates used are before tax and

reflect specific risks relating to the relevant units.

Purchase price inflation — The basis used to determine the value
assigned to inventory price inflation is the forecast price indices
during the budget year from where inventories are sourced. The
values assigned to key assumptions are consistent with external

information sources.

The values assigned to key assumptions are consistent with

external information sources.
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17. B D AR 17. INTERESTS IN SUBSIDIARIES

Company
A

2011 2010

HK$°000 HK$’000

BT T BT T

FLETRG  RRE Unlisted shares, at cost 193,540 193,540
AN EPNGIPEN Amounts due from subsidiaries 573,974 627,545
767,514 821,085

B BERER o Less: Current portion - (29,095)
FEBNERER 2 Non-current portion 761,514 791,990

BT —ZWHFENRARIZEEANEENREBBE
573,974,000t (20104 : & #598,450,0007T ) °
FERKMBATRZARIAEERR REXLE

REREEE -

The amounts due from subsidiaries are unsecured, non-interest-

bearing and repayable on demand, except for an amount of

within the next twelve months.

HK$573,974,000 (2010: HK$598,450,000) which is not repayable

FEWBLRERNT ¢ Particulars of the principal subsidiaries are as follows:
Nominal value
Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
AR ERTEBERRAS AR EEG
=L o B SR B AMRAEE RAERB D FEXK
Direct Indirect
HiE BiEE3
Callas Investments Hong Kong Ordinary - 100 Property
Limited BB HK$2 holding
EBESREARLNT R LIESS R
B2
China-Hongkong British Virgin Ordinary - 100 Investment
Photo Retail Islands/ uss$i holding
Limited* Hong Kong i REZR
RBREEE REREZEE 1%£7T
BRLAE)" B8
C.Y. Sun Holdings British Virgin Ordinary 100 - Investment
Limited* Islands/ us$10,000 holding
Hong Kong gl REZR
KBRS 10,0005 7T
N
Fotomax (F.E.) Ltd. Hong Kong Ordinary - 100 Provision of
REIE (BR) AF BB HK$ 1,000,000 photographic
gl developing and

##51,000,0007T

processing services
and retail of
photographic
merchandise
RARS RPN IR
RBEBEMEE

89



Notes to Financial Statements
31 March 2011

BRI T RE

2011438318

17. B~ TR (4#) 17. INTERESTS IN SUBSIDIARIES (Continued)

Nominal value

Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
HEMR R BEBRTEERRAE RN E B
=L o B SR B AMRAEE RAERB DL FEXEK
Direct Indirect
HE Bk
Fuji Life Science Hong Kong Ordinary - 100 Retail of beauty
Products Limited BEB HK$2 products
Er4EwNRERERAF g EZRERTE
B2
Fuji Photo Products Hong Kong Ordinary - 100 Marketing and
Company, Limited S HK$ 10,000,000 distribution of
ETEEEM gl photographic
BRAF 7#1£10,000,0007T developing and
processing products
EEREHEBRER
SRENE A
Great Earnings Hong Kong Ordinary - 100 Property
Investments Limited B HK$2 holding
EHERERRDH il NEFE
B2
Imaging and Information Hong Kong Ordinary - 100 Marketing and
Products Trading O HK$1,000 distribution of
Limited il photographic
FEREMNER 7B #51,0007T developing and
BESERATA processing products
HEREHES
HENEm
Majestic Income Limited Hong Kong Ordinary - 100 Property
SEARAR B HK$2 holding
g MESH
B2
Orderly Mind Hong Kong Ordinary - 100 Property
Enterprises Limited B HK$2 holding
BREXERAH R LESS ]
B2
Palace Glory Limited Hong Kong Ordinary - 100 Property
MEBRAR O HK$2 holding
g LESS S

B2
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17. B~ TR (4#) 17. INTERESTS IN SUBSIDIARIES (Continued)

Nominal value

Place of of issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and operations share capital to the Company activities
MR R BRTEERRAS AT FEG
=x B 2 i B A RAEE RAERB D FEEWK
Direct Indirect
=k BiEE3
Pride High Company Hong Kong Ordinary - 100 Property
Limited O HK$2 holding
HABRATF il LES S
B2
Sky Rich (Asia) Hong Kong Ordinary - 100 Property
Limited O HK$2 holding
AE (M) BRATF £t LESSE]
BT
Sky Year Resources Hong Kong Ordinary - 100 Property
Limited B HK$2 holding
REEFRBERQE =8 LESSEE]
B2t
WHAEBL KRS ERFAALKRZHREARZ * Not audited by Ernst & Young Hong Kong or another member firms

Hitb R B2 A%E -

ERFAFIDESAABAEBALRFEXEREKX
HEREAEEFEETZR N Z2AQAMBEL
Al BEERAIHAMMBL R ZFESEEIE

of the Ernst & Young global network.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for

the year or formed a substantial portion of the net assets of the

BRATE ° Group. To give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive length.
18. INVENTORIES
18. 7€

The Group’s inventories principally consist of photographic

SEFEIRAMHEE
URERER °

£ MENRENRIE R

developing, processing and printing products and beauty

products for resale.

19. TRADE AND BILLS RECEIVABLES
19. EWERIER Z&

Group
£E
2011 2010

HK$’000 HK$’000

BT T BT T
FEWERTE R =48 Trade and bills receivables 128,330 123,788
WE Impairment (115,396) (115,354)

12,934 8,434
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19. EWRIER E8 (&)
FAEMEBEERZRSIEURSABESIRE
ToRBENERNS  BEETARBER LA
30BAEER ERNERYEENERITERS
1208 - BUEFHYEESEERE  LHSK
EEERELIE AEBBOBREEFREEZ
FEWERS - BREEEEHTHURBRESE
Ak SEEBASEHRRAHMES - &R E
XA RAEE EWEERSNTREEFE
B MUBEAREREERR -

BREBAFE  UTANBRAERERRERE
BR|EHARZMRE D4

Notes to Financial Statements
31 March 2011

19. TRADE AND BILLS RECEIVABLES (Continued)

The Group’s trading terms with its customers are either on a cash
basis or on credit. For credit sales, the credit period is generally
30 days, except for certain well-established customers where the
terms are extended to 120 days. Each customer has a maximum
credit limit pre-approved by senior management. The Group
seeks to maintain strict control over its outstanding receivables
and has a credit control department to minimise credit risk.
Overdue balances are reviewed regularly by senior management.
In view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers,

there is no significant concentration of credit risk.

An aged analysis of the trade and bills receivables as at the end
of the reporting period, based on the payment due date and net

of impairment, is as follows:

Group
e

2011 2010
HK$’000 HK$’000
BT T BT T
ENEAZ=3{E B Current to 3 months 12,934 8,427
4Z6fE B 4 to 6 months = 7
12,934 8,434

BYERERRIBRERGE2ZBWT ¢

The movements in provision for impairment of trade and bills

receivables are as follows:

Group
&=

2011 2010
HK$°000 HK$’000
BET T BT T
MW4B1H At 1 April 115,354 127,419
FIMEESEWE 2 Mi$EFTE  Amount written off as uncollectible (129) (12,003)
BEEEE Impairment losses reversed (11) (62)
ELAR Exchange realignment 182 -
M3A31H At 31 March 115,396 115,354

o2
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19. EWERIE R 218 (4)
NDETEBEREREEREREEENRE
Al BR T B & ®115,396,0007T (2010 : &
#115,354,0005t ) 2 18 Bl & UX BR 18 1F &
& & 8 8 %115,396,0007T (20105 : & #&
115,354,0007T) ° %% 18 Bl & 3B RE < & W R
HREBESRBAMBRERENRIENERZ
EF - AEETERZELHREEEAKARN
HAHLMRAEERERE -

BEARBEZEVRERRE ZIRE D70
T

Notes to Financial Statements
31 March 2011

19. TRADE AND BILLS RECEIVABLES (Continued)
Included in the above provision for impairment of trade and
bills receivables is a provision for individually impaired trade
receivables of HK$115,396,000 (2010: HK$115,354,000) with
a carrying amount before provision of HK$115,396,000 (2010:
HK$115,354,000). The individually impaired trade and bills
receivables relate to customers that were in financial difficulties
or in default or delinquency in payments. The Group does not
hold any collateral or other credit enhancements over these

balances.

An aged analysis of the trade and bills receivables that are not

considered to be impaired is as follows:

Group
&=

2011 2010
HK$’000 HK$’000
BET T BT T
I SEEER SR B Neither past due nor impaired 9,827 5,022
BHLRIEA Less than 1 month past due 2,990 3,134
BEEASHU L 1 month and over 1 month past due 117 278
12,934 8,434

UHBHMAREZEYRIRBEAETRER 2E
FAER  MKRSEHIABRRLE -

CEMERREzBRRERS FEAKEER
HERCHEZBYEFEH - REBELR &
NAESRABARZSERELRERE
REEEZNEBEALY MASEHNWES
H2HKE - AR A ERZSERTHEME
HRAAMREAEERR AREEURERR
B REEEAFERS -

20 ANRE AT RAMBREERER
g
ARTZ A ERRER AL AR 5T
SREMERRERAEZSARE  fiE LM
BECANRCHE - SREAE(BE LUARE
B U B OB 2 4 8 ) I ST A R RAC 88 0 AR EH
o Wi BRI % A 5 B0 2T < % L4t FE W R OB 2 BR D
EERATERE -

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no

recent history of default.

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track record
with the Group. Based on past experience, the directors of the
Company are of the opinion that no provision for impairment

is necessary in respect of these balances as there has not been

a significant change in credit quality and the balances are still
considered fully recoverable. The Company does not hold any
collateral or other credit enhancements over these balances.

The carrying amounts of the Group’s trade and bills receivables

approximate to their fair values.

20. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES
AND RENTAL DEPOSITS

The Company'’s other receivables and the Group’s prepayments,

deposits and other receivables and rental deposits are non-
interest-bearing. None of the above assets is either past due or
impaired. The financial assets included in the above balances
relate to receivables for which there was no recent history of
default. The carrying amounts of the Company’s other receivables
and the Group’s deposits and other receivables approximate to

their fair values.
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21.

22.

Notes to Financial Statements
31 March 2011

EREZERATEIEZSHMEE 21. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS
Group
£H
2011 2010
HK$'000 HK$’000
BET T BT T
BNELTRERS Overseas unlisted investment funds, at fair value
BRATE 126,174 161,437

ARZEEA —ERENERAKEERBEUATF
BEEEEERIERB2EMEEZIS > £t
REESRYRERE  R2011F3A31BEE
BESABBERRATFESECZERNEE - K
EEERERERATEFEZSREEZRERE
BAFEMEE ©

The above investment funds at 31 March 2011 were, upon initial
recognition, designated by the Group as financial assets at fair
value through profit or loss as the assets are part of a group

of financial assets which are managed and their performance
evaluated on a fair value basis, in accordance with a documented
risk management strategy. The carrying amounts of the Group’s
financial assets at fair value through profit or loss approximate to

their fair values.

RekBEEEEER . CASH AND CASH EQUIVALENTS
Group Company
&8 AT
2011 2010 2011 2010
HK$'000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T
ReRBITEER Cash and bank balances 53,163 47,211 598 512
EHER Time deposits 529,319 539,144 - -
ReRBELLEEER Cash and cash equivalents 582,482 586,355 598 512

RIBEER > ZEBUARBTARE DEtEZ
RERBITE RN BEYS7,392,0007T (2010F :
B1522,011,0007T) - ARBEY REEBBHRBRS
H B RSP E R Z(IMNEEERH DK
(HE - EERNETERAE) AEEELAEB
BHETHIEEB 2 RITEARBLREAHME
ﬁé} °

FRV|TZRERBRITE B FRFIZREUT S
ME - REFAEEHNKREFR 22U - &
HEMERBE-AR—FUERSE - Ko BIHRER
TRZEHEHFNE - RITEREREERFA
WRELHRRLEZRT - AEERAQFR
ERBREEERA ZRAEELAFERSE -

At the end of the reporting period, the cash and bank balances
of the Group denominated in Renminbi (“RMB”) amounted to
approximately HK$57,392,000 (2010: HK$22,911,000). The
RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB
for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying
periods of between one day and over one year depending

on the immediate cash requirements of the Group, and earn
interest at the respective time deposit rates. The bank balances
are deposited with creditworthy banks with no recent history of
default. The carrying amounts of the Group’s and Company’s cash

and cash equivalents approximate to their fair values.
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23. ENNRERRE 23. TRADE AND BILLS PAYABLES
BRIEBEEMRESRE ZBHNTE  BHERE An aged analysis of the trade and bills payables as at the end of
REBABREMRZIERONET : the reporting period, based on the date of goods purchased and

services rendered, is as follows:
Group
&8
2011 2010
HK$’000 HK$’000
BETT BT
BNERZ=3ME A Current to 3 months 22,240 13,999
3fEA ML Over 3 months 38 382
22,278 14,381
AEEZENRERZEBEARE  BEBEZAMN30 The Group’s trade and bills payables are non-interest-bearing
HERAMG - AEEEMNRERZEZREE and are normally settled on 30-day terms. The carrying amounts
EAFEMEE - of the Group’s trade and bills payables approximate to their fair
values.

24. EstEE R HA4ENERIE 24. ACCRUED LIABILITIES AND OTHER PAYABLES
AATRAEFE s EMENIREARE  H—85 The Company’s and Group’s other payables are non-interest-
BV N3ER « AEBRANTE it EEEIE bearing and have general terms less than 3 months. The
CEEEEHEAFEEE - carrying amounts of the Group’s and Company’s other payables

approximate to their fair values.
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25. EEFIE
ERNELEREEBEREELHOT ¢

25. DEFERRED TAX
The movements in deferred tax liabilities and assets during the

year are as follows:

Deferred tax liabilities

BEEHREEE
Group
£H
Depreciation
Revaluation of allowance
property, plant in excess
and equipment/ of related
investment depreciation
properties expense Total
ENrLy/E N AR
BERRE WEBAZNE
REWE EREBIE st
HK$°000 HK$°000 HK$’000
BT T BT T BT T
2009548 1H At 1 April 2009 10,428 2,278 12,706
FRRIBEZKINRR Deferred tax charged/(credited)
() ZIEIEFIE to the income statement
(FMg=E10) during the year (note 10) 1,996 (354) 1,642
M2010F3831BK Gross deferred tax liabilities
2010F481BR recognised in the consolidated
FEMEIR R RER statement of financial position
ZIEERE A B at 31 March 2010 and
1 April 2010 12,424 1,924 14,348
FARBRFRIOR Deferred tax charged
ZIRERITE (HIFE10) to the income statement
during the year (note 10) 3,006 116 3,122

Gross deferred tax liabilities

M2011E3831 R

FEMBERRRER recognised in the consolidated
ZIRERIBE SRR statement of financial position

at 31 March 2011 15,430 2,040 17,470




Notes to Financial Statements
31 March 2011

BRI AR AL

2011438318

25. EEBIE (&)

Deferred tax assets

25. DEFERRED TAX (Continued)

EEHRIREE
Group
&
Depreciation
expense Losses
in excess available for
Provision of related offsetting against
against depreciation future taxable
inventories allowance profits Total
BERBENE A
RBE RIRFERTE
FEEAE TEER ptilled @t
HK$°000 HK$°000 HK$°000 HK$°000
BT BT BT BT
#2009%4F1H At 1 April 2009 (10) (187) (3,763) (3,960)
FRRMBERNR, (210) Deferred tax charged/(credited)
ZIEERIE (MEE10) to the income statement
during the year (note 10) - (61) 1,949 1,888
M2010F3A318 K Gross deferred tax assets
201048 18R recognised in the consolidated
REMBRRRER statement of financial position
ZEEHBEEAH at 31 March 2010 and
1 April 2010 (10) (248) (1,814) (2,072)
FRMERENB () Deferred tax charged/(credited)
ZBERIE (MEE10) to the income statement
during the year (note 10) - 25 (1,589) (1,564)
MH2011E3A31HR Gross deferred tax assets
REMBRRRED recognised in the consolidated
ZEEHEEESAE statement of financial position
at 31 March 2011 (10) (223) (3,403) (3,636)

R2011E3A318 AEBEEBHRIEEEAR
7 577,729,000t (20105 © 3 #93,129,000
JU) o LA AT HRE R = 58 A8 140,091,000
Jt(2010%F : & %141,745,0007t) » I RE &
EAEERAUIEHEEEBB A ARRZERER
o HREEREEEDNBEESTERERRLEE
BHZHBARHE  MIERRZEBER TN
BERSERREIARLERBEE °

At 31 March 2011, the Group had tax losses arising in

Hong Kong of HK$77,729,000 (2010: HK$93,129,000) and
deductible temporary differences of HK$140,091,000 (2010:
HK$141,745,000) that are available indefinitely for offsetting
against future taxable profits of the companies in which the
losses arose. Deferred tax assets have not been recognised in
respect of these losses and deductible temporary differences as
they have arisen in subsidiaries with uncertain future operating

profit streams.

At 31 March 2011, there was no significant unrecognised

R2011F3A318  RETEAKEEHRBARZT

BERBRCEFIME - WES KRR ZIELEDH
BEQ0105 &) AEBEABEEEEZS
RIBERBERNS TR

AARAERREECRELEFTRAEHRE
2o

deferred tax liability (2010: Nil) for taxes that would be payable
on the unremitted earnings of certain of the Group’s subsidiaries
as the Group has no liability to additional tax should such

amounts be remitted.

There are no income tax consequences attaching to the payment

of dividends by the Company to its shareholders.
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26.

27.

Notes to Financial Statements
31 March 2011

B 26. SHARE CAPITAL
i gvia Shares
2011 2010
HK$’000 HK$’000
BEET T BET T
ERE Authorised:
38 % 2,000,000,000% 2,000,000,000 (2010: 2,000,000,000)
(20104 : 2,000,000,000f% ) ordinary shares of HK$0.10 each
SREEBE—A 200,000 200,000
BRITRMAZ Issued and fully paid:
LEMR1,163,828,377HR 1,163,828,377 (2010: 1,163,828,377)
(20104 : 1,163,828,377%) ordinary shares of HK$0.10 each
SREEBE—A 116,383 116,383
B R Share options

ROBBRAES B 2 BER B mRMT27 -

B ETE
RRABRRBRMNREHAREEBLWELE
BzeERSEEMR LERESS -

EAFA2002F8B30B BT 2 RRBERE
PO ARRATRRBB-EZBERER  URHNE
BEET 2 LETmRABI7TERE 2 BRETE
(Frst&l) -

AEACEERSHEE  BEAQAZES(EBE
BYFHITES) FAEEEMES A5EE
mREBRBEEES AREEF - AREFHEEM
REZEMDR A EAEBEAHE - B
FEMBMZFORERD - BHA - BB KR
B AEE 2BEHER  FHAKEEMAR
BREMBIT2AEMNREZZERA -

RERRBEEE  TERBEBHBERE-
sTEIR2002F8 A30 B £ > MKRIEWFHAL
B RABZARBIOERNAEN

27

Details of the Company’s share option scheme are included in

note 27 to the financial statements.

SHARE OPTION SCHEME
The Company operates a share option 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 share option scheme (the
“Scheme”) in compliance with the amended Chapter 17 of the

Listing Rules.

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, advisor, consultant,
strategist, contractor, subcontractor or 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.

In the current and prior years, no share options were granted
under the Scheme. The Scheme became effective on 30 August
2002 and, unless otherwise cancelled or amended, will remain in

force for 10 years from that date.
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27. RA () 27. SHARE OPTION SCHEME (Continued)

REETE BRATFBEHMERTEZESEHE
BREDEMTEREENZ2002F8A308 2
ANDNFCEITRDI0% ° R20105F R201143
B318 > WEBREET SR E S RTEZBRE -
REMI12ERHE  RIEEFHEREEKRSH
ErBRETZRITROVZESHE B HRRELT
FAEBTBITRM Z1% - IR 2 FH
BREESTERIAS LESREIE -

BAATDSEE  THRARSIERRABEZ
EABBALIREFERE BEELESEIEH
TESBHAE -t MREM12 BABHBET
AAREERRRBILFHTESRHE 2 M
BMBALZEABREBEARDIMEMFRIE 2
TR Z0A%NRAEREREBEREEZEA AN
ARHEEE)BEE%S5000,0007 0 BIE
EAERRAS LEESRELE -

REBRECENTRENAHET28AARK
Mo BERBREZVNAINREBS 1T -C
REBREZTENHESEE - REBHRMHA
RINBREZNAPETFZRI0F 2E@ER
FEEILE -

BREZTEEHESEE  EFEIRUT=
E2&EE (WA LARGREREZORELA
HRERXRZE)EEBBARIMERAA
(TEXmDz2BTE () REEQRE BHAS
BRXZBADTRDRERAZFHIRTE &
(i) A D FRDEE °

BRELFETSEAZAEREINBRRAE L
REZHER

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at 30 August 2002. At 31 March 2010 and
2011, there were no outstanding share options granted under the
Scheme. The maximum number of shares issuable under share
options to each eligible participant in the Scheme within any
12-month period is limited to 1% of the shares of the Company
in issue at any time. Any further grant of share options in excess
of this limit is subject to shareholders’ approval in advance in a

general meeting.

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 grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general

meeting.

The offer of a grant of share options may be accepted within 28
days from the date of offer. A consideration of HK$1 is payable
on acceptance of the offer of a grant of an option. The exercise
period of the share options granted is determinable by the
directors, and commences after a vesting period and ends on a
date which is not later than 10 years from the date of offer of the

share options.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) closing
price of the Company’s shares on the date of offer of the share
options, 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 offer; 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.

29
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28. 1

(a)

(b)

%8
AEMEHUREARE BB
B AR BRERBUEZRARRED
*” o

Notes to Financial Statements
31 March 2011

28. RESERVES

(@)

Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 44 of

the financial statements.

A (b) Company
Retained
Share Capital profits/
premium  redemption  Contributed  (accumulated
Notes account reserve surplus losses) Total
REER/
(i BRiyaBE EXREHE BaRs (ZiER) BE
HK$°000 HK$'000 HK$°000 HK$°000 HK$'000
BETR BRI BRI BETRT BB
200954418 1 April 2009 478,773 1,619 193,340 944 674,676
EIEILON Total comprehensive income
for the year 11 - - - 57,648 57,648
010FHHRE 2010 interim dividend 12 - - - (11,638) (11,638)
2010F FHI5 RIS 2010 interim special dividend 12 - - - (17,457) (17,457)
2010FFRAHRS. 2010 proposed final dividend 12 - - - (17,457) (17,457)
010FERARAHHIRE 2010 proposed final special
dividend 12 - - - (11,638) (11,638)
2010634318 At 31 March 2010 and
R&2010548 1A 1 April 2010 478,773 1,619 193,340 402 674,134
FE2EREER Total comprehensive loss
for the year 11 - - - (1,433) (1,433)
201 1 FRHRAIRS 2011 interim special dividend 12 - - (23,276) - (23,276)
01 FRRRERE 2011 proposed final dividend 12 - - (23,276) - (23,276)
01 FRRRBARBIRE 2011 proposed final special
dividend 12 - - (11,638) - (11,638)
M201153A31H At 31 March 2011 478,773 1,619 135,150 (1,031) 614,511

RRBzEHBGBRWENEQRRD 2
DR EBEA QDR ERIBRHETZR
BZREABEZHD - REBREIBIFLQ
ADE(RER)  —EARATRETERT
HEMBBOERRELDIR

FR BEEHABRBRETHREEY
23,276,000t EEEEZEZHERRR
TR EE20115E RH R B 220115 K H 45 B

RE °

The Company’s contributed surplus represents the excess
of the fair value of the shares of the subsidiaries acquired
over the nominal value of the Company’s shares issued

in exchange therefor. Under the Companies Act 1981 of
Bermuda (as amended), a company may make distributions
to its members out of the contributed surplus in certain

circumstances.

During the year, interim dividends of HK$23,276,000 were
distributed out of contributed surplus. The board of directors
proposes 2011 final dividend and 2011 final special dividend

to be distributed out of the contributed surplus.
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29. ZEBREREBRMET 29. NOTE TO THE CONSOLIDATED STATEMENT OF CASH

FLOWS
2011 2010
HK$’000 HK$’000
BT T BT T
M3B31 BEEHHK Cash and cash equivalents for the purpose of the
MRRERZHERRSE consolidated statement of financial position
£EEA (MFE22) as at 31 March (note 22) 582,482 586,355
REBARFRZIBAHEIE  Non-pledged time deposits with original maturity of
=EA 2 EIKAEH more than three months when acquired
=2 (329,842) -
M3B31BEERE Cash and cash equivalents for the purpose of the
RBRZHAER consolidated statement of cash flows
RE%EEE as at 31 March 252,640 586,355
30. HARBRE 30. CONTINGENT LIABILITIES
(a) RMEHR > RUBBRABBEZIAREE (@) At the end of the reporting period, contingent liabilities not
mE provided for in the financial statements were as follows:
Group Company
£ AT
2011 2010 2011 2010
HK$ 000 HK$’000 HK$ 000 HK$’000
BT T BT T BET T BT T
)N Guarantees given to
FESRIT banks in connection
FEELER with facilities granted
to subsidiaries - - 411,000 636,000
AATHM B AR FAERTEEM/E LB Out of the HK$411,000,000 (2010: HK$636,000,000)
411,000,0007T (20105 : #E#636,000,000 corporate guarantees given to banks in respect of banking
TIZER HIAENFEBEEHBR facilities granted to subsidiaries by the Company, bills
16,361,0007t (20104 : #&#7,620,0007T) payable totalling HK$16,361,000 (2010: HK$7,620,000)
RBEHRCEMBATIRA - were utilised by the subsidiaries at the end of the reporting
period.
(b) REF BBEREAKEREHBNEHAE (b) In prior years, the Inland Revenue Department issued various

H REEBDRALAEEET2ENE
AN EBEHFAECHREREBLEE
232,000,0007T (20104 : 7% #232,000,000
7)) c AREREVEFTHEERUERZSE
BEEEER EERALEEERZHNE
PERFAEENLS  BARESIARER
STREANERBERE - 8R2010F K2011
FIA3I BT EFEHRE -

enquiry letters to the Group in relation to the setting off of
tax losses totalling HK$232 million (2010: HK$232 million)
which were carried forward by certain wholly-owned
subsidiaries of the Group from prior years. The Group is now
gathering relevant information to support the setting off of
these tax losses, and the directors are of the opinion that
there is adequate evidence to support the Group’s position.
As the directors consider that it is premature to draw a
conclusion on the possible outcome of the enquiry, no

provision was made as at 31 March 2010 and 2011.
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31. KEMHW R B

fo= ==

(a)

(b)

HEA
AEERBESEANZHEEEREME
(Bt mAME1s)  EEBIEHEBE1E
5% (2010%F 1 1E5F ) c BRI — K
REMFAXMRERREBEERTRERA
2HES

A2011E38318 AEBREMBFET L
2 7 A B8 A AR 40 T AR R SR IR 2 B A
ASBBEANPMT ¢

Notes to Financial Statements
31 March 2011

31. OPERATING LEASE ARRANGEMENTS

(@)

As lessor

The Group leases its investment properties (note 15 to the

financial statements) under operating lease arrangements,

with leases negotiated for terms ranging from one to five

years (2010: one to five years). The terms of the leases

generally also require the tenants to pay security deposits

and provide for periodic rent adjustments according to the

then prevailing market conditions.

At 31 March 2011, the Group had total future minimum

lease receivables under non-cancellable operating leases

with its tenants falling due as follows:

Group
e

2011 2010
HK$’000 HK$’000
BT T BT T
1R Within one year 7,825 8,458
2E5F (BEERE2F) In the second to fifth years, inclusive 11,318 4,874
19,143 13,332

ABEA
AEERKERNZHFRBEETZEMT
ME VEAPLETITIEAEIZEF
(2010%F 1 1E35F) o

R2011F3A318 AEERTATHEHE =2
BERAMERRR ISz REASLES
BN

(b) As lessee

The Group leases certain of its retail outlets under operating

lease arrangements. Leases for retail outlets are negotiated

for terms ranging from one to three years (2010: one to

three years).

At 31 March 2011, the Group had total future minimum

lease payments under non-cancellable operating leases

falling due as follows:

Group
%8

2011 2010
HK$°000 HK$’000
BT T BT T
1£R Within one year 30,985 26,513
2E5F (BEERE2EF) In the second to fifth years, inclusive 24,627 18,258
55,612 44,771

RBERR  ARBAUETMELEHERH
(20105 : &) »

The Company did not have any operating lease

arrangements as at the end of the reporting period (2010:

Nil).
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32.BEAELRS 32. RELATED PARTY TRANSACTIONS
AEBZIEEBAEARARQARAESE  EEME The Group’s key management personnel are the directors of the
ZE—SH BRI HERRMES - Company. Further details of directors’ remuneration are included
in note 8 to the financial statements.
33. MR8l 2E&M I A 33. FINANCIAL INSTRUMENTS BY CATEGORY
EHEEMIANBRENARZREENT ¢ The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as follows:
Group
&8
2011
Financial assets
SRMEE
Financial
assets at fair
value through
profit or loss —
designated as
such upon Loans and
initial recognition receivables Total
RURERZE DB
BEBRBEREATE
STEzemEE EBRREWRKRE st
HK$’000 HK$°000 HK$’000
BT T BET T BT T
FEURBRIE K Z 15 Trade and bills receivables - 12,934 12,934
& Rk HAnEWERTE Deposits and other receivables - 17,135 17,135
FEiBBRIZAFEFTE  Financial assets at fair value
ZEMEE through profit or loss 126,174 - 126,174
RekBES2ZEER Cash and cash equivalents - 582,482 582,482
126,174 612,551 738,725
Financial liabilities
- =R
Financial
liabilities at
amortised
cost
LU 85 RS A BR
ZeRmBeE
HK$’000
BT T
BARERERE Trade and bills payables 22,278
HibESERTE Other payables 15,221
37,499
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33. LERIB 2RI A E)
SELBMTEARREHRZREENT : (4)

Notes to Financial Statements

31 March 2011

33. FINANCIAL INSTRUMENTS BY CATEGORY (Continued)

The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

(Continued)
Group
&8
2010
Financial assets
SREE
Financial
assets at fair
value through
profit or loss —
designated as
such upon Loans and
initial recognition receivables Total
RUOREREE DB
STEzemERE EBRRERKRE Fob
HK$’000 HK$’000 HK$°000
BETR BETRT BETR
FEWERIE R ZiE Trade and bills receivables - 8,434 8,434
& Rk At EWERTE Deposits and other receivables - 35,945 35,945
ERBREANTEFE Financial assets at fair value
ZEREE through profit or loss 161,437 - 161,437
BERBELEEER Cash and cash equivalents - 586,355 586,355
161,437 630,734 792,171
Financial liabilities
SREE
Financial
liabilities at
amortised
cost
LU SRR A BR
ZeRBE
HK$°000
BT T
EAERERZE Trade and bills payables 14,381
HihpE(SERIE Other payables 7,575
21,956
Company
AT
Financial assets — Loans and receivables
SREE—ERREWRERE
2011 2010
HK$’000 HK$’000
BET T BT T
FEUK BT B 1 B R FR Due from subsidiaries = 29,095
Hh ek R1E Other receivables 6 6
ReRBEELZEEEE Cash and cash equivalents 598 512
604 29,613
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33.

34.

31 March 2011

LERE s 2E&®T A #)
EREMTANBERRZIREENT (&)

Notes to Financial Statements

33. FINANCIAL INSTRUMENTS BY CATEGORY (Continued)

The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:
(Continued)

Company
A

Financial liabilities — Financial liabilities at amortised cost

EREE—NBENEAARZERMEE

2011 2010
HK$’000 HK$°000
BT T BT T
HAb e BR1E Other payables 23 15
NFEEZER 34. FAIR VALUE HIERARCHY

AEEEAUATERABEERBEESRTIAZ

The Group uses the following hierarchy for determining and

NFE disclosing the fair value of financial instruments:

B-H: REASEEREERNEFRTS2RE
(RERB)FEZLTE

BoR G MGEREFEZATE mEEM
EFEZRERASHERRBES
AEZEHE  YHEARQATVERSR
EXE

B=R 0 UGESEFEZATE MM

ERGZEMNEASHLFRETE
EMSEHB(TABEERAZH)E
H AHEARDFEABREALE

20115 F2010F3831B B A FEFE 2
BE

Level 2:

Level 3:

Level 1: fair values measured based on quoted prices

(unadjusted) in active markets for identical assets or

liabilities

fair values measured based on valuation techniques for
which all inputs which have a significant effect on the
recorded fair value are observable, either directly or

indirectly

fair values measured based on valuation techniques for
which any inputs which have a significant effect on the
recorded fair value are not based on observable market

data (unobservable inputs)

Assets measured at fair value as at 31 March 2011 and 2010:

Level 1 Level 2 Level 3 Total
F-R R =4 a5t
HK$’000 HK$’000 HK$°000 HK$’000
BETR BB BT BETR
20114634310 31 March 2011
BBBRRATVENE Financial assets at fair value through
ZERMER profit or loss 126,174 - - 126,174
2010534310 31 March 2010
BBBRENTENEZ Financial assets at fair value through
SRER profit or loss 161,437 - - 161,437

FR > F-—REF_RoRABEERZEMLAF
EBitg TEEARELEHE=H2L2FETZ
(20105 : &) »

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 (2010: Nil).
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35. EREEEEREE

AEBCTESRIABRERERBITEBRE
HER ZEERMIECIEZEANRALEEX
BEEEEET -ARETERRAMEREE
REaE  INERELBAREXEBEEZRY
REREBEUARENRERER

AEESRTIAFEYZ2EEZABRANZER -
FERE RBESRABRRAERER - ES
ERFNRESEEGHRAR ZBE - WM
To

) 2= @B
REERMEE T HANREEAMEREREE
RATHEBAMTBE 2R 2 WMATRE - ZEEZFE
ELEETBRLBTRERE - AEBEEY
ERVEHANXARECREREREMERER
FRER -

i R R R S0.5%M A AT #EZEFTE

o K EHEF & LB ¥3,000,0007T
(2010% : %3,000,0007T) * W TIERRF]
BURAEMETE ; &

o R RE & 48 5 A% 15 N 7B #53,000,0007T
(2010% : 7 #3,000,0007T ) » Wt T3 AR
FIB WA G N ER ©

fiti R R &K 0. 5% M A b AT #EZEFTE

o KREEEFEERE DB ¥3,0000005T
(2010% : 7%3,000,0007T) * TR F]
BWARBDEFTE &

o RN R R A RE 2 & ¥3,000,0007T
(2010% : 7 #3,000,0007T ) » Wt T3 AR
FIB W AR FrEk »

EERE
AEBRGHERTREEAZEZARS o K
EERXBEAMERAGENRZ2EFA#
TERASKERF - BN FEESHEERER
MBS c AEBEGEERR 2 HBHNMBERE
MizE19 ©

FEBEMEREE(ERRERERRESME
HE EHERRAMEWRERE)ZEERE
DREHFTEGREZRE  MEXBBRERZ
LT AR ZREME -

Notes to Financial Statements
31 March 2011

35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES

The Group’s principal financial instruments comprise cash and
bank balances and time deposits. The main purpose of these
financial instruments is to raise finance for the Group’s operations.
The Group has various other financial assets and liabilities such

as trade and bills receivables and trade and bills payables, which
arise directly from its operations.

The main risks arising from the Group’s financial instruments are
interest rate risk, credit risk, liquidity risk and equity price risk.
The board reviews and agrees policies for managing each of
these risks and they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the interest income received on the
Group’s bank balances. The Group’s interest-generating assets
are mainly denominated in Hong Kong dollars and United States
dollars. The Group manages its interest rate risk by regularly
monitoring the macro economic factors that may impact on the
interest rates.

If the interest rates have been 0.5% higher while all other
variables are held constant:

e profit for the year would increase by HK$3 million (2010:
HK$3 million) due to an increase in interest income; and

e total equity would increase by HK$3 million (2010: HK$3
million) due to an increase in interest income.

If the interest rates have been 0.5% lower while all other
variables are held constant:

e profit for the year would decrease by HK$3 million (2010:
HK$3 million) due to a decrease in interest income; and

e total equity would decrease by HK$3 million (2010: HK$3
million) due to a decrease in interest income.

Credit risk

The Group trades only with recognised and creditworthy

third parties. It is the Group’s policy that all customers who

wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on an
ongoing basis. Details of the Group’s credit policy are set out in
note 19 to the financial statements.

The credit risk of the Group’s other financial assets, which mainly
comprise cash and cash equivalents, time deposits, and other
receivables, arises from default of the counterparties, with a
maximum exposure equal to the carrying amounts of these

instruments.
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35. U AMEBEEERBE (&) 35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)
HRASEAEEERTRGFERFZEZFR Since the Group trades only with recognised and creditworthy
5 FTUAEBIRMEEER - third parties, there is no requirement for collateral.
REEE R Liquidity risk
AEBSSEHESBRBEREK YR HER The Group consistently maintains a prudent financing policy and
BTV Z2EHEREERR BEURERHE strives to ensure that it maintains sufficient cash and credit lines
LFERo to meet its liquidity requirements.
NREFBNHEHAREZSLNFEETEHZSREE The maturity profile of the Group’s financial liabilities as at
ZEEERAOT the end of the reporting periods, based on the contractual
undiscounted payments, is as follows:
On Less than 3 3to12
31 March 2011 demand months months Total
2011%3A31H REREE DR31E B 3Z12{8A 5
HK$’000 HK$’000 HK$’000 HK$’000
BT T BT T BT T BT T
BARERERE Trade and bills payables 378 21,862 38 22,278
H A FEATBRIR Other payables 13,568 220 1,433 15,221
13,946 22,082 1,471 37,499
On Less than 3 3to12
31 March 2010 demand months months Total
R201063H31H RERER DI3MER 3212188 #st
HK$’000 HK$’000 HK$ 000 HK$’000
BETFT BT T BT T BT T
EIRER EE Trade and bills payables 436 13,562 383 14,381
HibESERIE Other payables 6,005 1,570 - 7,575

6,441 15,132 383 21,956
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35. M EMREEBZRBER (#) 35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Continued)

REES RS (&) Liquidity risk (Continued)
RARRBERRRENFERIAZEeREE The maturity profile of the Company’s financial liabilities as
ZEBERMT at the end of the reporting periods, based on the contractual

undiscounted payments, was as follows:

31 March 2011 On demand
201153A31H REREE
HK$’000
BT T
HhpE(SERE Other payables 23
B A B T Guarantees given to banks in connection with
RITIEEFEHER facilities granted to subsidiaries 16,361
16,384
31 March 2010 On demand
2010F3A31H EEREER
HK$’000
BT T
HihpE{SERIE Other payables 15
BB B e Guarantees given to banks in connection with
IRITEEEHER facilities granted to subsidiaries 7,620
7,635
R A E % E B Equity price risk
AEEHHEcRAEEAREREEREZER The Group’s main equity price risk exposures relate to the
BRRATVEFEZEREEERR - A5EEB Group’s holding of financial assets at fair value through profit
PHBEASUZEHERAEERR - 2BRE or loss. The Group controls its equity price risk through

HEDREAEBENEHN 2R ERRER o diversification of the portfolio. Diversification of the portfolio is
done in accordance with approved limits which are regularly

reviewed by the Group.

fiti RAER IR S50 M A A #EREFTE

If the equity prices have been 5% higher while all other variables
are held constant:

o REEHA I INBYG6,000,0007T (2010 e profit for the year would increase by HK$6 million (2010:
F : #8%8,000,0007T) - WTIHNREBIESR
BAFEFEZSREEZNEEMATE
)54

HK$8 million) due to an increase in gains on financial assets
at fair value through profit or loss; and

o JRANHE B EE S 1T N B #6,000,000T e total equity would increase by HK$6 million (2010: HK$8
(2010% : % %8,000,0007T ) » It J3 B A
BRERRATVEFEZSRMEE ZRNHEE
PNFRER ©

million) due to an increase in gains on financial assets at fair
value through profit or loss.

it R A B AR P AR 500 AL A R R MERFTE

If the equity prices have been 5% lower while all other variables
are held constant:

o KREEEFEERE DB ¥6,000,0007T e profit for the year would decrease by HK$6 million (2010:
(2010% : 78%8,000,0007T) * Lt T3 H A E
BEZRATFEAEZSREEZRHE R
e R

HK$8 million) due to a decrease in gains on financial assets
at fair value through profit or loss; and
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35. M EMRERE B ZERBER (#) 35. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

RAEE RS ()
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DT o
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2248 - BE2011F3831HK2010F3831 81k
FE FHEFAEEZER BXIABFILES
B o

AEBFNARBLE(RBEERURBERE)
ERER - AEEZEERAEFRBEESR
100% - RBEERERFE  BEWREAREE -
ANFIE - TEREMEYRERE - BBBEERA
FEFEZEREERRAERAESEEER - R
HEEREENRERRE BFFaERH bR
f8RIA -

POLICIES (Continued)

Equity price risk (Continued)

e total equity would decrease by HK$6 million (2010: HK$8
million) due to a decrease in gains on financial assets at fair

value through profit or loss.

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business

and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies or
processes for managing capital during the years ended 31 March
2011 and 31 March 2010.

The Group monitors capital using a current ratio, which is current
assets divided by current liabilities. The Group’s policy is to keep
the current ratio above 100%. Current assets include inventories,
trade and bills receivables, prepayments, deposits and other
receivables, financial assets at fair value through profit or loss and
cash and cash equivalents. Current liabilities include trade and

bills payables, accrued liabilities and other payables.

2011 2010

HK$’000 HK$’000

BT T BT T

(Restated)

(E51)

REBEERE Total current assets 802,900 829,081
REEERE Total current liabilities (96,585) (76,481)
REEEFRE Net current assets 706,315 752,600
mEItb = Current ratio 831% 1,084%
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37.

Notes to Financial Statements
31 March 2011

COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements, due
to the adoption of new and revised HKFRSs during the current
year, the accounting treatment and presentation of certain items
and balances in the financial statements have been revised

to comply with the new requirements. Accordingly, certain
comparative amounts have been reclassified and restated to
conform with the current year’s presentation and accounting

treatment.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue

by the board of directors on 22 June 2011.
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Details of Investment Properties

31 March 2011

Location Category of lease Existing use
NE MR BRAZ
o Unit D on the 1st Floor and Medium term leasehold Warehouse
nEE Car Park Space Nos. 16 REIFRA b
AR and 17 on the Ground Floor
HEEBE215 and Car Park Space No. 10
REIEAEIEDEN on the Lower Ground Floor
h TEEN16R17HR Eldex Industrial Building
T EEFER 1057 21 Ma Tau Wai Road

Hunghom

Kowloon

Hong Kong
HEARLNE 8th Level, Donghai Commercial Centre Medium term leasehold Commercial
Lig 588 Yan An East Road FEITEL [GES
BEHE Huang Pu District
LR R IE5885% Shanghai
REEERL8E People’s Republic of China
o Units 2301, 2303, 2305 and 2307 Medium term leasehold Commercial
R on 23rd Floor, Tsuen Wan Industrial Centre REIFRA [EES
B HE220-2485 Nos. 220-248 Texaco Road
FEITERL232 New Territories
2301 ~ 2303 » 2305K&2307Z Hong Kong
o Units 2109-2116 on 21st Floor Medium term leasehold Commercial
R Tsuen Wan Industrial Centre REIFRA [EES
B HE220-2485 Nos. 220-248 Texaco Road
FEIERL212 New Territories
2109-2116Z Hong Kong
BB Unit No. 6 on 6th Floor together with Medium term leasehold Commercial
fLE Vehicle Parking Spaces Nos. 37, 51 and 60 HERE A [EES
BIBE7H on Ground Floor, Block C
BEIEREMECER Ko Fai Industrial Building
CRESy T B 70 SR 8537 » No. 7 Ko Fai Road
51 %603 Kowloon

Hong Kong
o Units 2509, 2511-16 Medium term leasehold Commercial
MR on 25th Floor and Vehicle Parking HERE A [EES

B+ HiE220-248%
FEITEFL252
2509 * 2511-16E K%
BEHERRRH235%

Space No. 23 on 1st Floor
Tsuen Wan Industrial Centre
Nos. 220-248 Texaco Road
New Territories

Hong Kong
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REYEER (& Details of Investment Properties (Continued)
2011 % 3 A 31H 31 March 2011

Location Category of lease Existing use
uE AR R AR
FEARLNE Whole of 27th Level and Long term leasehold Commercial
BRE Car Parking Space Nos. 37, 38 and 39 REAFAD [SES
= Guang Fa Bank Building

RILBREMT B No. 83 Lower Long Lin Road

SIFEREMAE Dongshan District

27TBEEZBRERHEHREIE37 © Guangzhou

3812395 Guangdong Province

People’s Republic of China

HEARLNE Units 1401-1408 on 14th Level Medium term leasehold Commercial
1= Jin Cheng Zhong Xin HEAE A [EES
FREFHE 4th District, Fang Qun Garden
ENE Fang Zhuang District
S P Beijing
141#£1401-1408Z People’s Republic of China
HEARLNE Unit C on Level 20 and Long term leasehold Commercial
1= Car Parking Space No. 32 REAEH [EES
HEE Regent Court
EEIPIIM KRS No. 4 San Kuai Ban
KEZRE=ZHARAR Yong An Dong Li
E&i Jian Guo Men Wai Da Jie
20#8CE Y Chao Yang District
REHEARE325% Beijing
People’s Republic of China
HEARLNE Unit No. 4 on Levels 17/18 together with Long term leasehold Commercial
b Car Parking Space No. 10 on 1/F REAEH [EES
RER Golden Bridge Mansion
ELFE20775% 2077 Yan An Road West
ERRE Changning District
17/181B4E K Shanghai

BEHERRH 105 People’s Republic of China
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