Notes to the Financial Statements

1. GENERAL

The Company is incorporated in Bermuda with limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited.

The Company is an investment holding company. The principal activities of the subsidiaries are set
out in note 14.

2. ADOPTION OF STATEMENTS OF STANDARD ACCOUNTING PRACTICE

In the current year, the Group has adopted for the first fime a number of new and revised
Statements of Standard Accounting Practice ("SSAPs”) issued by the Hong Kong Society of
Accountants. Adoption of these Standards has led to a number of changes in the Group’s
accounting policies. The revised accounting policies are set out in note 3. In addition, the new and
revised Standards have infroduced additional and revised disclosure requirements which have
been adopted in these financial statements. Comparative amounts and disclosure for the prior
year have been restated in order to achieve a consistent presentation.

The adoption of these new and revised Standards has resulted in the following changes to the
Group’s accounting policies that have affected the amounts and disclosure reported for the
current or prior periods.

Dividends proposed or declared after the balance sheet date

In accordance with SSAP 9 (Revised) "Events after the Balance Sheet Date", dividends proposed or
declared after the balance sheet date are not recognised as a liability at the balance sheet date,
but are disclosed in the notes to the financial statements. This change in accounting policy has
been applied retrospectively, resulting in a prior year adjustment on derecognition of the liability for
final dividend for year 2001 and 2000 amounting to HK$2,400,000 and HK$17,200,000 respectively.
The effect of this change has been to increase the reserves at 31 March 2001 by HK$2,400,000
(2000: HK$17,200,000) and the shareholders' funds at that date from HK$228,072,000 to HK$230,472,000
(2000: from HKS$217,866,000 to HK$235,066,000).

Leases

SSAP 14 (Revised) “Leases” has intfroduced some amendments to the basis of accounting for
finance and operating leases, and to the disclosures specified for the Group’s leasing arrangements.
These changes have not had any material effect on the results for the current or prior accounting
periods and, accordingly, no prior period adjustment has been required. Disclosures for all of the
Group’s leasing arrangements have been modified so as to comply with the requirements of SSAP
14 (Revised). Comparative amounts and disclosure have been restated in order to achieve a
consistent presentation.
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Notes to the Financial Statements

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention and have been
prepared in accordance with accounting principles generally accepted in Hong Kong. The
principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries made up to 31 March each year.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s
interest in the fair value of the identifiable assets and liabilities of a subsidiary, associate or jointly
controlled entity at the date of acquisition. Goodwill is recognised as an asset and amortised on a
straight-line basis over its useful economic life.

Goodwill arising on the acquisition of an associate or a jointly controlled entity is included within the
carrying amount of the associate or jointly controlled entity. Goodwill arising on the acquisition of
subsidiaries is presented separately in the balance sheet.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified
impairment loss.
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Notes to the Financial Statements

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition
Construction contracts
When the outcome of a construction contract can be estimated reliably, revenue from fixed price
construction contracts is recognised on the percentage of completion method, measured by
reference to the value of work carried out during the year. Variations in contract work, claims and
incentive payments are included o the extent that they have been agreed with the customer.
When the outcome of construction contract can be estimated reliably, revenue from cost plus
contracts is recognised by reference to the recoverable costs incurred during the year plus the fee
earned, measured by the proportion that costs incurred to date bear to the estimated total costs of

the contract.

When the outcome of a construction contract cannot be estimated reliably, revenue is recognised
only to the extent of contract costs incurred that it is probable will be recoverable.

Other

Sales of other goods are recognised when goods are delivered and title has passed.

Service income is recognised when services are provided.

Interest income from bank deposits is accrued on a time basis, by reference to the principal
outstanding and at the interest rate applicable.

Dividend income from investments is recognised when the shareholders’ rights to receive payment
have been established.
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Notes to the Financial Statements

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less depreciation and accumulated impairment
losses, if any.

Depreciation is provided to write off the cost of items of property, plant and equipment over their
estimated useful lives and after taking into account their estimated residual value, using the
straight-line method, at the following rates per annum:

Land and buildings Over the unexpired terms of the land use rights period
Leasehold improvements 10%
Furniture, fixtures and office equipment 10%
Plant and machinery 10%
Computer equipment 20%
Motor vehicles 20%

The gain or loss arising on the disposal or retirement of an asset is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in the income
statement.

Assets held under finance leases are depreciated over their estimated useful lives on the same basis
as assets owned by the Group or, where shorter, the term of the relevant leases.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If the recoverable amount of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount. Impairment losses are
recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, such that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment |oss is recognised as income
immediately.
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Notes to the Financial Statements

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Assets held under finance leases

Leases are classified as finance leases when the terms of the lease fransfer substantially all the risks
and rewards of ownership of the assets concerned to the Group. Assets held under finance leases
are capitalised at their fair values at the date of acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance sheet as a finance lease obligation. Finance
costs, which represent the difference between the total leasing commitments and the fair value of
the assets acquired, are charged to the income statement over the period of the relevant lease so
as to produce a constant periodic rate of charge on the remaining balance of the obligations for
each accounting period.

All other leases are classified as operating leases and the annual rentals are charged to the income
statement on a straight-line basis over the relevant lease term.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are translated at the rates ruling on the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are re-
translated at the rates ruling on the balance sheet date. Profits and losses arising on exchange are
dealt with in the income statement.

On consolidation, the financial statements of overseas operations and subsidiaries which are
denominated in currencies other than the Hong Kong dollar are translated at the rates ruling on the
balance sheet date. All exchange differences arising on consolidation are dealt with in reserves.

Taxation

The charge for taxation is based on the results for the year as adjusted for items which are non-
assessable or disallowed. Timing differences arise from the recognition for tax purposes of certain
items of income and expense in a different accounting period from that in which they are
recognised in the financial statements. The tax effect of timing differences, computed using the
liability method, is recognised as deferred taxation in the financial statements to the extent that it is
probable that a liability or asset will crystallise in the foreseeable future.
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Notes to the Financial Statements

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost method.

Construction contracts

When the outcome of a construction contract can be estimated reliably, contract costs are
charged to the income statement by reference to the stage of completion of the contract activity
at the balance sheet date, as measured by the value of work carried out during the year.

When the outcome of a construction contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately.

Where contract costs incurred to date plus recognised profits less recognised losses exceed
progress billings, the surplus is shown as an amount due from customers for contract work. For
contracts where progress billings exceed contract costs incurred to date plus recognised profits less
recognised losses, the surplus is shown as an amount due to customers for contract work. Amounts
received before the related work is performed are included in the balance sheet as a liability, as
advances received. Amounts billed for work performed but not yet paid by the customer are
included in the balance sheet under trade and other receivables.

Retirement benefits scheme

The retirement benefit costs charged in the income statement represent the contributions payable
in respect of the current year to the Group’s Mandatory Provident Fund Scheme.

DECCA ## ¢« Annual Report 2002 63




Bt %5 8 =& P &E

FEEHBE (W

R

FETARALAIBIRFEMRE R 2BIEEAR -

RA A AETF 4E 5t & -

BiESH

ER AR SEMBARREESNWKRE  SAKADERNEERSNED Z ERERFTARKERA - XA
ZEEETRIRZEBFE -

ERA A EMBARZESORRE  SORARERE HHEERRRFAX
EEANKAEARBRAESHKRAR  BH2BHEANSERA/FX
FREANZERMACEENAN EEERENNG O EABEBRZEZNIR - BIRBENRKE
FZR2ERNREEY - FREENFIRABRRES QKA LD ERRENINEREREZEE - RISREN
BNEFPZEEANFIEZY - EEFR IRERBAMKIZEMNER  YEEEERBERANBEERR
RZRNRBEAR GEHBRUREFE R IRENR  BEEFIDAN  MAEBRBAEEERBERINAE
Yo BR TR e oAl R MR BRTRARR -

Bkt

BRERINBEZBRRBAR AN AFREREN ZAKE RS EAES S EIHER -

64 DECCA #%#i ¢ Annual Report 2002




Notes to the Financial Statements

4. TURNOVER

Turnover represents the sales value of goods sold to customers and service revenue from interior
building works, and is analysed as follows:

2002 2001

HK$°000 HK$’000

Sales of furniture and fixtures 176,281 125,421
Service revenue from interior building works 219,949 153,468

396,230 278,889

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

The Group is mainly engaged in sales of furniture and fixtures and interior building works. This is the
basis on which the Group reports its primary segment information.

Business segments

2002 2001
Contribution Contribution
Consolidated to operating Consolidated to operating

turnover profit turnover profit

HK$°’000 HK$°’000 HK$’000 HK$°000
Sales of furniture and fixtures 176,281 52,844 125,421 74,120
Interior building works 219,949 37,035 153,468 15,663
Total 396,230 89,879 278,889 89,783
Other operating income 3,280 4,367
Unallocated corporate expenses (84,920) 76,111)
Profit from operations 8,239 18,039
Finance costs (2,725) Q.717)
Profit before taxation 5,514 16,322
Taxation credit (charge) 451 (2,247)
Profit affer faxation 5,965 14,075
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Notes to the Financial Statements

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Balance sheet

2002 2001
Sales of Interior Sales of Interior
furniture building Con- furniture building Con-
and fixtures works solidated and fixtures works  solidated

HK$’000  HK$°000  HK$’000 HK$"000 HK$"000 HK$"000

ASSETS

Segment assets 124,704 229,440 354,144 139,080 205,869 344,949
Unallocated corporate assets 1,328 -
Consolidated ftotal assets 355,472 344,949
LIABILITIES

Segment liabilities 49,164 54,905 104,069 30,512 62,097 92,609
Unallocated corporate liabilities 1,342 1,868
Consolidated total liabilities 105,411 94,477

Other information

2002 2001
Sales of Interior Sales of Interior
furniture building furniture building
and fixiures works and fixtures works
HK$°000 HK$°000 HK$'000 HK$'000
Capital additions 7,910 6,491 22,349 26,754
Depreciation and amortisation 8,895 10,022 6,691 8,188
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Notes to the Financial Statements

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
Geographical segments

The following table provides an analysis of the Group'’s sales by geographical market, irrespective
of the origin of the goods/services:
Sales revenue by
geographical market

2002 2001

HK$’000 HK$'000

Mainland China 190,844 93,355
Hong Kong SAR 150,331 108,912
Other countries in Asia 23,779 19,236
Europe and America 29.826 30,442

Others 1,450 26,944

396,230 278,889

Conftribution to operating profit by geographical market has not been presented as the
contribution to operating profit from each market is closely proportional to the turnover attributable
to that market.

The following is an analysis of the carrying amount of segment assets, and additions to property,
plant and equipment and intangible assets, analysed by the geographical area in which the assets

are located:

Carrying amount Additions to property,

of segment assets plant and equipment
2002 2001 2002 2001
HK$°’000 HK$000 HK$’000 HK$°000
Mainland China 255,529 254,520 12,983 44,835
Hong Kong SAR 90,954 80,000 1,194 3,935
Other countries in Asia 7,661 10,429 224 333
Unallocated 1,328 - - -
355,472 344,949 14,401 49,103
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Notes to the Financial Statements

6. OTHER OPERATING INCOME

2002 2001

HK$’000 HK$’000

Interest income 818 2,595
Exchange gain 1,176 1,045
Sundry income 1,286 727

3,280 4,367

7. PROFIT FROM OPERATIONS

2002 2001
HK$’000 HKS$'000
Profit from operations has been arrived at after charging (crediting):
Auditors’ remuneration 669 703
Depreciation
Owned assets 16,029 13,595
Assets held under finance leases 2,888 1,284
Staff costs:
Directors’ remuneration (note 9) 10,913 10,865
Salaries and allowances 61,973 54,776
Retirement benefit scheme contributions 1,542 1,915
74,428 67,556
Allowance for bad debts 1,401 -
(Gain) loss on disposals of property, plant and equipment (23) 995
Operating lease rentals paid in respect of rented properties 5,525 5,206
Licence and royalty fees 776 1,779
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Notes to the Financial Statements

8. FINANCE COSTS

Interest on:
Bank loans and other borrowings wholly repayable
within five years
Finance leases

9. DIRECTORS’ EMOLUMENTS

Fees to independent non-executive directors

Other emoluments to executive directors:
- Salaries and other benefits
- Contributions to retirement benefits schemes

2002
HK$’000

1,253
1,472

2,725

2002
HK$°000

113

10,450
350

10,800

Total emoluments

10,913

The Group

2001
HKS$'000

1,007
710

1,717

2001
HKS'000

100

10,435
330

10,765

10,865
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Notes to the Financial Statements

9. DIRECTORS’ EMOLUMENTS (continued)

The emoluments of the directors were within the following bands:

Number of directors

2002 2001
Nil to HK$1,000,000 3 2
HK$1,000,001 to HK$1,500,000 4 4
HK$1,500,001 to HK$2,000,000 3 3

The five highest paid individuals of the Group in 2002 and 2001 were all directors of the Company
and details of their emoluments are included above.

10. TAXATION CREDIT (CHARGE)

2002 2001
HK$°000 HK$'000
Hong Kong Profits Tax

- current year (841) (2.857)

- overprovision in prior years 1,287 610
446 (2.247)

Taxation credit outside Hong Kong 5 -
451 (2,247)

The provision for Hong Kong Profits Tax is calculated at 16% (2001: 16%) of the estimated assessable
profits for the year.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdiction.

Details of deferred taxation are set out in note 23.

DECCA ## « Annual Report 2002 75




Bt %5 8 =& P &E

10.

ESHMe (W)

MEEATHEANESHBW T ¢

EEHEAE
—ET_F —EE—F
# — 1,000,000/ 7T 3 2
1,000,001 7t — 1,500,000/% 7T 4 4
1,500,001 7t — 2,000,000/% 7T 3 3
RZZEZT—R_ZFTE_FE AUBREMEALTHAEEARFTESE  HMEeEB2EWE -
RE
—_EET_F —EE—F
FET FHET
BAENMEGH
REFEE (841) (2,857)
EAFERBEER 1,287 610
446 (2,247)
BABBINGIE 5 —
451 (2.247)

EEMNEHEGBIRBHEI(ZEZE—F : 16%) RAFEZEARTENAE -

HitBEEMENHRIE - AIREARBE ZERRERTSE -

BIEMIA 2 FAE R SN M E23

76 DECCA #%#i ¢ Annual Report 2002




Notes to the Financial Statements

11. DIVIDENDS

2002 2001

HK$’000 HKS$'000

Interim dividend paid - 1.5 cents (2001: 1.0 cent) per share 3,000 2,000
Final dividend proposed - Nil (2001: 1.2 cents) per share - 2,400

3,000 4,400

12. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following data:

The Group
2002 2001
HK$°000 HK$’000
Earnings
Earnings for the purposes of basic and diluted
per share (net profit for the year) 5,965 14,075
000 ‘000
Number of shares
Weighted average number of ordinary shares
for the purpose of basic earnings per share 200,000 200,000

Effect of dilutive share options 528

Weighted average number of ordinary shares for the
purpose of diluted earnings per share 200,528
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Notes to the Financial Statements

13. PROPERTY, PLANT AND EQUIPMENT

Furniture,
Leasehold fixtures
Land and improve- Plantand Computer and office Motor
buildings ments machinery equipment equipment  vehicles Total

HK$000 HK$’000 HK$000 HK$’000 HK$000 HK$’000 HK$'000

THE GROUP
COST;
At 1 April 2001 33,422 46,265 104,473 5,746 11,909 4,863 206,678
Additions - 4,181 7,849 919 1,446 6 14,401
Disposals - - (1,543) (AN} (283) - (2,237)
At 31 March 2002 33,422 50,446 110,779 6,254 13,072 4,869 218,842
DEPRECIATION AND

AMORTISATION:
At 1 April 2001 7,032 21,034 35,839 3,893 4,441 3,749 75,988
Charge for the year 1,573 4,415 10,521 892 1,331 185 18,917
Eliminated on disposals - - (1.469) (395) (140) - (2,.004)
At 31 March 2002 8,605 25,449 44,891 4,390 5,632 3,934 92,901
NET BOOK VALUES:
At 31 March 2002 24,817 24,997 65,888 1,864 7,440 935 125,941
At 31 March 2001 26,390 25,231 68,634 1,853 7,468 1,114 130,690

All land and buildings of the Group are located in the People’s Republic of China under medium-
term leases. The Group is granted the right to use the land, including construction of buildings
thereon, until 2018.

The net book value of property, plant and equipment of the Group includes an amount of
approximately HK$23,343,000 (2001: HK$26,204,000) in respect of assets and held under finance
leases.

At 31 March 2002, land and buildings of the Group with net book value of approximately
HKS$8,177,000 (2001: HKS8,717,000) were pledged with a bank to secure a loan granted to the
Group.
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Notes to the Financial Statements

14. INTEREST IN SUBSIDIARIES

The Company

2002 & 2001

HK$’000

Unlisted shares, at cost 170,160

Details of the Company’s subsidiaries at 31 March 2002 are as follows:
Place of Proportion of nominal
incorporation/ Nominal value value of issued capital/
establishment of issued/ registered capital
Name of company and operations  registered capital  held by the Company Principal activity
Directly Indirectly

Decca Investment Brifish Virgin 10,000 shares 100% - Investment holding
Limited Islands of USS1 each

Decca (Mgt) Hong Kong 10 ordinary shares - 100% Management services
Limited ("DML") of HK$100 each
(formerly knows as 145,600 non-voting
Decca Limited) deferred shares
of HK$100 each**

Decca Limited Hong Kong 2 ordinary shares - 100% Provision of interior

of HK$1 each decoration works

Decca (HK) Limited Hong Kong 2 ordinary shares - 100% Trading of furniture
of HKS1 each

Decca (Ching) Limited Hong Kong 100,000 shares - 100% Provision of

of HK$1 each subcontracting services to

group companies

Decca Furniture Limited Hong Kong 100,000 shares - 100% Trading of furniture

of HK$1 each
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Notes to the Financial Statements

14. INTEREST IN SUBSIDIARIES (continued)

Place of Proportion of nominal
incorporation/ Nominal value value of issued capital/
establishment of issued/ registered capital
Name of company and operations  registered capital  held by the Company Principal activity

Directly Indirectly

HBF (HK) Limited Hong Kong 10,000 shares - 100% Trading of furniture
of HK$1 each

Decca Overseas (S) Pte Ltd* Singapore 2 shares - 100% Trading of furniture
of SGS$1 each

HBF Showroom Pte Ltd* Singapore 750,000 shares - 100% Trading of furniture
of SGS1 each

REEERMEBRAE The People’s $50,000,000 = 100% Manufacture of

Republic of furniture and

China decoration materials

REGHEAEHER DA The People’s $3,600,000 = 100% Manufacture of

Republic of furniture and provision

China of affer-sale services

* Companies not audited by Deloitte Touche Tohmatsu

** The shareholders of the non-voting deferred shares are only entitled to dividends when the total dividends declared by
DML for any financial year exceeding $1 trillion and, in the case of winding up of DML, are only entitled to receive a
return of assets when the total value of assets of DML for distribution exceeding $5 billion.
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Notes to the Financial Statements

15. INVENTORIES

Raw materials
Work in progress
Finished goods

The Group
2002 2001
HK$°000 HK$°000
26,011 30,810
8,820 49,885

4,159 1,564

38,990 82,259

Included in inventories are raw materials of approximately HKS1,828,000 (2001: Nil) and finished
goods of approximately HK$823,000 (2001: HKS635,000) which are carried at net realisable value.

16. AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT WORK

Contracts in progress at the balance sheet date
Contract costs incurred plus recognised profits less

recognised losses
Less: Progress billings

Analysed for reporting purpose as:
Due from customers included in current assets
Due to customers included in current liabilities

The Group
2002 2001
HK$°000 HK$°000
246,865 80,047
(158,908) (61,699

87,957 28,348

90,110 28,348

(2,153) -

87,957 28,348

At 31 March 2002, there were approximately HK$15,561,000 (2001: HK$11,052,000) retention monies
held by customers for contract work performed and there were no advances received from

customers for contract work performed for both years.
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Notes to the Financial Statements

17. TRADE DEBTORS

The following is an aged analysis of frade debtors at the reporting date:

The Group
2002 2001
HK$°000 HK$’000
0-90 days 43,278 38,211
> 90 days 19,134 29,902
62,412 68,113
Debts are due within 30 days from the date of billing.
18. TRADE CREDITORS
The following is an aged analysis of frade creditors at the reporting date:
The Group
2002 2001
HK$°000 HK$'000
0-90 days 6,917 14,037
> 90 days 3,678 7,451

10,595 21,488
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Notes to the Financial Statements

19. OBLIGATIONS UNDER FINANCE LEASES

The Group
Minimum Present value of
lease payments minimum lease payments
2002 2001 2002 2001
HK$°000 HK$’000 HK$°000 HK$°000
Amounts payable under finance leases
- within one year 8,119 8,089 7,438 6,698
- after one year but within two years 4,603 7,866 4,393 7,326
- affer two years but within five years 1,215 5177 1,165 4,559
13,937 21,132 12,996 18,583
Less: Future finance charges (941) (2.549) - -
Present value of lease obligations 12,996 18,583 12,996 18,583
Less: Amount due for seftlement within
12 months (7,438) (6,698)
Amount due for seftlement after 12 months 5,558 11,885

It is the Group’s policy to lease certain of its plant and equipment under finance leases. The
average lease term is 3 years. For the year ended 31 March 2002, the average effective borrowing
rate was 7%. Interest rates are fixed at the contract date or stated at prime rate. No arrangement
have been entered into for contingent rental payments.
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Notes to the Financial Statements

20. BANK BORROWINGS

Bank borrowings comprise the following:

The Group
2002 2001
HK$°000 HK$°000
Bank loans 22,959 21,472

Bank overdrafts 12,355 -

35,314 21,472

Secured 9,715 9,434
Unsecured 25,599 12,038

35,314 21,472

The maturity of above loans and overdrafts is as follows:

- within one year or on demand 33,442 17,680
- after one year but within two years 1,872 1,920
- after two years but within five years - 1,872
35,314 21,472
Less: Amount due within one year classified as current liabilities (33,442) (17,680)

1,872 3,792
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Notes to the Financial Statements

21. SHARE CAPITAL AND SHARE OPTIONS

2002 & 2001
Number Nominal
of shares value
HK$'000
Share capital
Ordinary shares of HKS0.10 each:
Authorised 400,000,000 40,000
Issued and fully paid 200,000,000 20,000

Share options
On 31 August 2001, options were granted under the Scheme to subscribe for 5,000,000 ordinary
shares of the Company at any time between 1 September 2002 o 31 August 2007 at an exercise

price of HKS$0.80 per share option.

No share option is exercised from the date of grant up to 31 March 2002,
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Notes to the Financial Statements

22. RESERVES

Share Contributed  Dividend Capital Translation  Retained
premium surplus reserve reserves reserve profits Total
HK$000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
THE GROUP
At 1 April 2000
- as originally stated 47,918 18,865 - 8,662 316 142,105 217,866
- prior period
adjustment (note 2) - - 17,200 - - - 17,200
- as restated 47,918 18,865 17,200 8,662 316 142,105 235,066
Share issue expenses (278) - - - - - (278)
Profit for the year = = = = = 14,075 14,075
Dividends proposed - - 4,400 - - (4,400) -
Dividends paid - - (19,200) - - - (19,200)
Exchange difference
on translation of
overseas subsidiaries - - - - 809 - 809
At 31 March 2001 47,640 18,865 2,400 8,662 1,125 151,780 230,472
Profit for the year - - - - - 5,965 5,965
Dividend proposed - - 3,000 - = (3.000) =
Dividends paid - - (5,400) - - - (5,400)
Exchange differences
on franslation of
overseas operations - - - - (976) - (976)
At 31 March 2002 47,640 18,865 - 8,662 149 154,745 230,061
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22. RESERVES (continued)

THE COMPANY
At 1 April 2000
- as originally stated
- prior period adjustment (note 2)

- Qs restated
Share issue expense
Profit for the year
Dividends proposed
Dividends paid

At 1 April 2001
Profit for the year
Dividend proposed
Dividends paid

At 31 March 2002

Under the Bye-Laws of the Company,

bonus shares.

Retained
Share Contributed Dividend profits
premium surplus reserve (deficit) Total
HK$’000 HK$’000 HK$'000 HKS$'000 HK$’000
47,918 169,367 - - 217,285
- - 17,200 - 17,200
47,918 169,367 17,200 - 234,485
(278) - - - (278)
- - - 4,615 4,615
- - 4,400 (4,400) -
- - (19,200) - (19.200)
47,640 169,367 2,400 215 219,622
- - - 2,141 2,141
- - 3,000 (3,000) -
- - (5,400) - (5,400)
47,640 169,367 - 644) 216,363

the share premium is distributable in the form of fully paid

Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus account of the
Company is available for distribution. However, the Company cannot declare or pay a dividend, or
make a distribution out of contributed surplus if:

(1) itis, or would after the payment be, unable to pay its liabilities as they become due; or

(@) the realisable value of its assets would thereby be less than the aggregate of its liabilities and
its issued share capital and share premium accounts.
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22. RESERVES (continued)

In the opinion of the directors, the Company’s reserves available for distribution to shareholders

were as follows:

Contributed surplus
Dividend reserve
(Deficit) retained earnings

23. DEFERRED TAXATION

Balance at 31 March 2002 and 31 March 2001

2002 2001
HK$°000 HK$000
169,367 169,367
- 2,400

(644) 215

168,723 171,982

The Group
2002 2001
HK$°000 HK$°000
661 661

At the balance sheet date, the major components of the deferred taxation (assets) liabilities,

provided and unprovided, are as follows:

Provided Unprovided
2002 2001 2002 2001
HK$’000 HK$000 HK$’000 HKS$'000
THE GROUP
Tax effect of timing difference because of:
Excess of tax allowances over depreciation 661 661 4,709 4,392
Tax losses - - (6.,060) (1,612)
661 661 (1,351) 2,780
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24. RECONCILIATION OF PROFIT BEFORE TAXATION TO NET CASH INFLOW FROM OPERATING

ACTIVITIES
2002 2001
HK$°000 HK$'000
Profit before taxation 5,514 16,322
Interest income (818) (2,595)
Interest expenses 2,725 1,717
Depreciation 18,917 14,879
(Gain) loss on disposals of property, plant and equipment (23) 995
Decrease (increase) in inventories 43,269 (35,152)
Decrease in frade debtors 5,701 13,205
(Increase) decrease in other debtors, deposits and prepayments (11,393) 10,727
Increase in amounts due from customers for contract work (61,762) (28,348)
Decrease in bank deposits pledged - 4,695
(Decrease) increase in trade creditors (10,893) 3,757
Increase in other creditors and accruals 11,945 1,252
Decrease in amount due to dffiliated company - (178)
Increase in amounts due to customers for contract work 2,153 -
Foreign exchange (976) 662
Net cash inflow from operating activities 4,359 1,938
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Notes to the Financial Statements

25. ANALYSIS OF CHANGES IN FINANCING DURING THE YEAR

26.

27.

DECCA ## « Annual Report 2002

At 1 April 2000

New borrowings

Repayment of borrowings

Inception of finance lease contracts
Share issue expenses

At 1 April 2001

New borrowings

Repayment of borrowings

Inception of finance lease contracts

At 31 March 2002

MAJOR NON-CASH TRANSACTION

Secured Obligations

Share loan from under
capital and finance finance
premium Bank loans company leases
HK$’000 HK$'000 HK$'000 HK$'000
67,918 7,397 1,619 6,161
- 20,632 - -

- (7,397) (1,519 (8,401)
- - - 20,823
(278) - - -
67,640 20,632 - 18,583
- 22,959 - -

- (20,632) - (7,232)
- - - 1,645
67,640 22,959 - 12,996

During the year, the Group entered into finance lease arrangements in respect of assets with a total
capital value at the inception of the leases of approximately HKS$1,645,000 (2001: HK$20,823,000).

ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS

Bank balances and cash

Bank loan repayable within three months

from the date of advance
Bank overdrafts

2002
HK$’000

19,905

(12,355)

7,550

2001
HKS$'000

30,146

(840)

29,306
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25. FAMBEBDSH
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FAET FH&ETT FH&T FHET
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FREER — 20,632 - -
BiEE X - (7.397) (1,519) (8,401)
LB AL = - - 20,823
BITREL W (278) - - —
RZZE—FWMA—H 67,640 20,632 - 18,583
TREER - 22,959 - -
BEEX — (20,632) - (7.232)
IS L - — - 1,645
R_EE_F=ZA=+—H 67,640 22,959 - 12,996

26. XEFBHEXH
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RITEGFERRS 19,905 30,146
—EAUREEZRITEHER - (840)
RITEX (12,355) —

7,550 29,306
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28. CONTINGENT LIABILITIES

THE GROUP

At 31 March 2002, there were contingent liabilities in respect of counter-guarantee, amounting to
HK$6,873,753 (2001: HK$33,751,000), which was given by a subsidiary in favour of certain banks and
insurance companies against any liabilities of these parties arising from non-compliance of the
terms of interior building works being undertaken by a subsidiary.

THE COMPANY
A corporate guarantee of HK$119,000,000 (2001: HKS$69,000,000) was given to banks to secure
general banking facilities granted to the subsidiaries.

29. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had future minimum lease payments under non-cancellable
operating leases in respect of rented properties which fall due as follows:

The Group The Company
2002 2001 2002 2001
HK$’000 HK$’000 HK$’000 HK$’000
Within one year 2,887 4,920 1,810 2,715
In the second to fifth year inclusive 507 3,545 - 1,810
3,394 8,465 1,810 4,525

Leases are negotiated for an average term of three years and rentals are fixed for the lease period.
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28.

29.
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—ERER 507 3,545 - 1,810
3,394 8,465 1,810 4,525
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30. CAPITAL COMMITMENTS

The Group
2002 2001
HK$°000 HK$'000
Capital expenditure in respect of the acquisition of
property, plant and equipment contracted for but
not provided in the financial statements - 1,660

31. RETIREMENT SCHEME

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees. The assets of
the schemes are held separately from those of the Group, in funds under the control of frustees.

32. RELATED PARTY TRANSACTIONS

During the year, the Group paid rentals of approximately HKS$2,715,000 (2001: HK$2,715,000) in
respect of the Group’s office premises, showrooms and warehouses on normal commercial terms to
a company in which certain shareholders and directors of the Company have beneficial interests.

Rental expenses paid to the related company was transacted with reference to the rental rates
prevailing in the market.
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