Chairman’s Statement

BUSINESS REVIEW

Results

The Group’s turnover for the six months ended 30 September 2002 decreased by 58% to HK$104.0M
(2001: HKS246.0M), whilst net loss after tax amounted to HK$15.1M (2001: net profit of HKS10.6M).
However, the Group’s gross profit ratio was increased to 23% for the six months ended 30 September
2002 (2001: 20%). The adverse economic conditions which have continued to exist over the past 12
months have meant that many hotel projects have been delayed or cancelled. The depressed state of
the Hong Kong property market has reduced the number of office expansions and other renovation
projects. Those projects which have gone forward attracted many bidders and led to contracts being
sighed at rate below normal time and material costs. The Group made a decision to be cautiously
selective in the Hong Kong interior fit-out market and to focus on overseas markets where margins are
better and the Group has a cost advantage.

Operations

Hong Kong and Mainland China continued to be the principal markets for the Group over the first six
months of the year and accounted for approximately 71% (2001: 88%) of the Group’s turnover.

During the period under review, the Group completed interior fitting-out projects in Hong Kong at the
Harbour Plaza Hotel - Hunghom, the Grand Stanford Inter-Continental Hotel - Tsim Sha Tsui and The
Summit - Stubbs Road. Shop fixtures were supplied to several Ermenegildo Zegna stores in Australia,
South Korea and Indonesia. The Group undertook the project to supply the Louis Vuitton store in Macau
and to supply architectural woodwork for a large private residence in Ohio, USA through its partner,
Imperial Woodworking Company.

Other projects currently in progress include renovation works for the Kowloon Shangri-La Hotel, a large
residential project on Deep Water Bay and various mock-up rooms in connection with the new
Disneyland Theme Park in Hong Kong and a project for the Sun Hotel in Tokyo, Japan.

During the first six months, the Group opened an office in Atlanta, Georgia, USA, in order to increase its
activities in the hospitality industry in the USA. This office has already had a positive result by landing
major supply contracts for furniture to The Venetian Hotel - Las Vegas, The Marriott Marquis - New York
City, The Renaissance Vinoy Resort - Florida and most recently a global contract to supply furniture to
the Starwood Group.
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Chairman’s Statement

FINANCE

The Group continued a cautious policy fowards its financial structure with total borrowings from financial
institutions amounted to HK$48.6M (31/3/2002: HK$48.3M). Having taken into account of the Group’s net
worth of HK$235.0M, such borrowing level is considered as prudent. Financial costs was maintained at a
low level of HKS1.3M (30/9/2001: HKS$1.5M) representing 1.3% of the Group’s turnover. Net current assets
stood at HK$122.0M.

As at 30 September 2002, land and building of the Group situated in the Mainland China with net book
value of approximately HK$7.9M (31/3/2002: HK$8.2M) were pledged with a bank to secure a loan
granted to the Group.

As at 30 September 2002, there were contingent liabilities in respect of counter-guarantees, amounting
to approximately HK$1.4M (31/3/2002: HK$6.9M) which were given by a subsidiary in favour of certain
financial institutions against liabilities of these parties arising from non-compliance of terms of interior
building works being undertaken by the subsidiary.

OUTLOOK

Most predictions indicate the current depressed global economic environment will extend well into 2003.
The Board therefore has taken a number of actions to strengthen the Group’s financial conditions and to
return it to profitability:-

. the Group has taken rigorous measures to reduce its operating expenses. This will continue over the
next 18 months;

. the Group has adopted a more selective approach in taking on interior fit-out projects by ensuring
that these projects will meet the minimum profit criteria;

* the Group has opened an office in the USA. Sizeable contracts have already been signed and the
indication is that this market will most probably become the largest single market for the Group
within two years;

* the Group has also opened a liaison office in Copenhagen, Denmark to frack hospitality business.
This office has also identified several projects which the Group is very well placed to win. Although
the European market is not expected to be as large as the US market, the Group feels it will
contribute significantly to the Group’s results;

. the Group has infroduced a new residential line named "Bolier & Co.” in the US market at High
Point, North Carolina. Initial orders are very promising and plans are underway to intfroduce an
extended offering at High Point in April next year; and
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Chairman’s Statement

OUTLOOK (Continued)

J the Group will continue to promote its shop fixture business. New contract has been completed for
Giorgio Armani. A new contract for SWATCH is currently being negoftiated. In addition to that, the
Group has made detailed presentations in Europe to a number of other high-end brands which look
very promising.

The Board believes that with its new focus away from the interior fit-out business and toward diversified
markets overseas, the Group will emerge from the current economic slump in Asia in a stronger position
less dependant on local conditions. Although the second half of this year may not reflect the full benefit
of the change in focus, the 2003/2004 fiscal year appears very positive.

INTERIM DIVIDEND

The Directors have declared no interim dividend (2001: 1.5 cents) per share for the six months ended 30
September 2002.

AUDIT COMMITTEE AND INDEPENDENT REVIEW BY EXTERNAL AUDITORS

The Audit Committee has reviewed with the management the accounting principles and practices
adopted by the Group and discussed the internal control and financial reporting matters.

The Group’s external auditors, Deloitte Touche Tohmatsu, have been instructed to review the interim
financial report. On the basis of their review, they are not aware of any material modifications that
should be made to the interim financial report for the period.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information that would reasonably indicate that
the Company is not, or was not for any part of the six months ended 30 September 2002, in compliance
with the Code of Best Practice as set out in Appendix 14 of the Listing Rules.

APPRECIATION
The Board would like to extend its gratitude to all shareholders and customers for their trust and support,
as well as to all staff of the Group for their endless efforts and conftributions to the achievements of the

Group.

TSANG CHI HUNG
Chairman

Hong Kong, 9 December 2002
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Management Report

DIRECTORS’ INTERESTS IN SHARES

As at 30 September 2002, the interests of the directors and of their associates in the issued share capital
of the Company as recorded in the register kept by the Company pursuant to Section 29 of the

Securities (Disclosure of Interests) Ordinance ("SDI Ordinance”) were as follows:

(a) Interests in the Company’s shares

Number of shares of HK$0.10 each

Personal
Name of director interests
Mr. Tsang Chi Hung 9,920,827
Mr. Liu Hoo Kuen 8,707,481
Ms. Kwan Yau Choi 9,920,827
Ms. Fung Sau Mui 750,000
Mr. Tai Wing Wah 750,000
Mr. Wong Kam Hong 589,995
Mr. Richard Warren Herlbst 589,995

Notes:

Family
interests

9,920,827
(notfe 2)
9,920,827
(note 3)

Corporate
interests

112,511,670
(note 1)
112,511,670
(note 1)

1. Mr. Tsang Chi Hung and Ms. Kwan Yau Choi are substantial shareholders of Peasedow Enterprises Limited which

beneficially held 112,511,670 shares of the Company.

2. These shares are held in the name of Ms. Kwan Yau Choi, the wife of Mr. Tsang Chi Hung and Mr. Tsang Chi Hung is

deemed to be interested in those shares as family interests.

3. These shares are held in the name of Mr. Tsang Chi Hung, the husband of Ms. Kwan Yau Choi and Ms. Kwan Yau Choi is

deemed to be interested in those shares as family interests.
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Management Report

DIRECTORS’ INTERESTS IN SHARES (Continued)

(b) Personal interests in shares of Decca Limited

Mr. Tsang Chi Hung
Mr. Liu Hoo Kuen
Ms. Kwan Yau Choi

Non-voting
deferred shares
of HK$100 each

48,650
42,700
48,650

In addition, Mr. Tsang Chi Hung and Mr. Liu Hoo Kuen hold one share each in certain subsidiaries of

the Company on trust for the benefit of the Group.

Apart from the above, none of the directors held office at 30 September 2002 had any beneficial or
non-beneficial personal, family, corporate or other interests in the issued share capital of the
Company and its associated corporations (within the meaning of the SDI Ordinance) at that date.

DIRECTORS’ INTERESTS IN CONTRACTS

During the six months ended 30 September 2002, the Group paid rental of HK$1,357,470 to Golden Life
Investment Limited ("Golden Life”) in respect of the Group’s office premises, showrooms and
warehouses. Mr. Tsang Chi Hung, Ms Kwan Yau Choi and Mr Liu Hoo Kuen are directors and shareholders

of Golden Life. As at 30 September 2002, the amount due to Golden Life was nil.

Apart from the above, no other contract of significance to which the Company, its holding company or
any of its subsidiaries was a party and in which a director of the Company had a material interest
subsisted at the end of 30 September 2002 or at any time during these six months period.

SHARE OPTION SCHEME

Under the Company’s Share Option Scheme, the directors of the Company may, at their discretion,
invite employees, including directors, of any member in the Group, to take up options to subscribe for

shares not exceeding 10% of the issued share capital of the Company.

On 31 August 2001, options were granted under the Scheme to subscrilbbe for 5,000,000 ordinary shares of
the Company at any time between 1 September 2002 to 31 August 2007 at an exercise price of HK$0.8
per share option. The closing price of shares immediately before the date of grant of options was HK$1.0.
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Management Report

SHARE OPTION SCHEME (Continued)

Details of movement of share options during the period are as follows:

Number of  Share options Number
Exercise share options granted of options
price per outstanding at during outstanding at
Name share option 1 April 2002 the period 30 September 2002
HK$

Directors:
Mr. Tsang Chi Hung 0.80 1,000,000 - 1,000,000
Mr. Liu Hoo Kuen 0.80 1,000,000 - 1,000,000
Ms. Kwan Yau Choi 0.80 1,000,000 - 1,000,000
Ms. Fung Sau Mui 0.80 500,000 - 500,000
Mr. Tai Wing Wah 0.80 500,000 - 500,000
Mr. Wong Kam Hong 0.80 500,000 - 500,000
Mr. Richard Warren Herbst 0.80 500,000 - 500,000
5,000,000 - 5,000,000

SUBSTANTIAL SHAREHOLDERS

The Company has been notified of the following interests in the Company’s issued shares at 30
September 2002 amounting o 10% or more of the shares in issue:

Percentage
Number of of total
shares held issued shares

Peasedow Enterprises Limited 112,511,670 56.26

Note: The interest of Peasedow Enterprises Limited disclosed above has been included in the interests disclosed by Mr. Tsang Chi
Hung and Ms. Kwan Yau Choi.

Save for disclosed above the Company has not been notified of any interest in the share capital of the
Company as at 30 September 2002 which is required to be recorded in the register as required to be
kept under section 16(1) of the SDI Ordinance.
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Management Report

RELATED PARTY TRANSACTIONS

On 21 February 2000, the Group entered into two tenancy agreements with Golden Life. Details of the
tfransactions during the period were set out in “Directors’ Interests in Contracts” above.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 30 September 2002.

DECCA ## « Interim Report 2002/03 14




FHREALXS

R-PPTF-A-+— B ARERFAFTMEREGE - CHBHZXSHBCLRN LA EE
AL EIEE

RE HEXMOLTES

HE-TT_FAA=TRULABARN ARARAECANBARGEBE  HEXWEAQT 2 E[ LS

oy y
K °

=X

15 DECCA e —EE 4 — 2=




Independent Review Report

TO THE BOARD OF DIRECTORS OF DECCA HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have been instructed by the Company to review the interim financial report set out on pages 18 to
39.

DIRECTORS’ RESPONSIBILITIES

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of an interim financial report to be in compliance with Statement of Standard Accounting
Practice No. 25 “Interim Financial Reporting” issued by the Hong Kong Society of Accountants and the
relevant provisions thereof. The interim financial report is the responsibility of, and has been approved by,
the directors.

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing Standards 700 "Engagements to
Review Interim Financial Reports” issued by the Hong Kong Society of Accountants. A review consists
principally of making enquiries of group management and applying analytical procedures to the interim
financial report and based thereon, assessing whether the accounting policies and presentation have
been consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests
of controls and verification of assets, liabilities and transactions. It is substantially less in scope than an
audit and therefore provides a lower level of assurance than an audit. Accordingly we do not express an
audit opinion on the interim financial report.

REVIEW CONCLUSION
On the basis of our review which does not constitute an audit, we are not aware of any material

modifications that should be made to the interim financial report for the six months ended 30 September
2002.

DELOITTE TOUCHE TOHMATSU
Certified Public Accountants

Hong Kong, 9 December 2002
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Financial Statements

CONDENSED CONSOLIDATED INCOME STATEMENT
for the six months ended 30 September 2002

Six months ended 30 September

2002 2001

(unaudited) (unaudited)

Notes HK$°000 HK$'000

Turnover 3 104,092 245,964
Cost of sales (80,083) (196,380)
Gross profit 24,009 49,584
Other revenue 354 1,030
Distribution costs (5,004) 6.214)
Administrative expenses (33,124) (30,269)
(Loss) profit from operations 4 (13,765) 14,131
Finance costs 5 (1,331) (1.499)
(Loss) profit before taxation (15,096) 12,632
Taxation 6 - 2,021)

Net (loss) profit for the period (15,096) 10,611
Dividend 7 - 3,000
(Loss) earning per share 8

- Basic (7.55) cents 5.31 cents

- Diluted (7.51) cents 5.30 cents
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Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEET
at 30 September 2002

Non-current assets
Property, plant and equipment

Current assets

Inventories

Amounts due from customers for contract work
Trade debtors

Other debtors, deposits and prepayments

Tax recoverable

Bank balances and cash

Current liabilities
Amounts due to customers for contract work
Trade creditors
Other creditors and accruals
Obligations under finance leases
- due within one year
Taxation
Bank borrowings - due within one year

Net current assets

Notes

10
11

10
12

30.9.2002 31.3.2002
HK$’000 HKS$ 000
(unaudited) (audited)
116,974 125,941
40,445 38,990
99,281 90,110
41,271 62,412
16,134 16,786
1,328 1,328
17,000 19,905
215,459 229,531
1,879 2,153
8,860 10,595
36,792 43,011
6,505 7,438

681 681
38,588 33,442
93,305 97,320
122,154 132,211
239,128 258,152
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Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEET (Continued)
at 30 September 2002

Capital and reserves
Share capital
Reserves

Total capital and reserves

Non-current liabilities

Bank borrowings - due after one year

Deferred taxation

Obligations under finance leases
-due after one year

Approved by the Board of Directors on 9 December, 2002.

Tsang Chi Hung Chairman
Liu Hoo Kuen Deputy chairman

30.9.2002 31.3.2002
HK$°000 HK$’000
(unaudited) (audited)
20,000 20,000
214,965 230,061
234,965 250,061
912 1,872

661 661

2,590 5,558
4,163 8,091
239,128 258,162
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214,965 230,061
234,965 250,061
912 1,872

661 661

2,590 5,558
4,163 8,091
239,128 258,152
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Financial Statements

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the six months ended 30 September 2002

Share
Share  premium Contributed Dividend Capital Translation Retained

capital  account surplus reserve reserve reserve proffits Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$"000
At 1 April 2001 20,000 47,640 18,865 2,400 8,662 1,125 161,780 250,472
Profit for the period - - - - - - 10,611 10,611
Dividend proposed - - - 3,000 - - (3.000) -
Dividend paid - - - (2,400) - - - (2,400)
Exchange difference on
tfranslation of overseas
subsidiaries - - - - - (849) - (849)
At 30 September 2001 20,000 47,640 18,865 3,000 8,662 276 189,391 257,834
Loss for the period - - - - - - (4,646) (4,646)
Dividend paid - - - (3,000 - - - (3,000)
Exchange difference on
translation of overseas
subsidiaries - - - - - (127) - 127)
At 31 March 2002 20,000 47,640 18,865 - 8,662 149 164,745 250,061
Loss for the period - - - - - - (15,096) (15,096)
At 30 September 2002 20,000 47,640 18,865 - 8,662 149 139,649 234,965
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EXZR - - - - - (849) - (849)
R-_EZ-FNA=1A 20,000 47,640 18,865 3,000 8,662 276 159,391 257,834
FHEE - - - - - - (4,646) (4.646)
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R-_ZT_F=R=1+—H 20,000 47,640 18,865 - 8,662 149 154,745 250,061
THER - - - - - - (15,096) (15,096)
R-_ZE_FAA=TH 20,000 47,640 18,865 - 8,662 149 139,649 234,965
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Financial Statements

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
for the six months ended 30 September 2002

Net cash (used in) from operating activities
Net cash used in investing activities
Net cash from (used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents as the beginning of the period

Cash and cash equivalents af the end of the period

Analysis of balances of cash and cash equivalents:
Bank balances and cash
Bank overdrafts

Six months ended 30 September

2002 2001
(unaudited) (unaudited)
(955) 16,648
(904) (7.414)
5,493 (2,316)
3,634 6,918
7,550 29,306
11,184 36,224
17,000 42,487
(5,816) (6,263)
11,184 36,224
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Notes on the Accounts

1. BASIS OF PREPARATION

The condensed financial statements have been prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and with Statement of Standard Accounting
Practice ("SSAP™) No.25 “Interim Financial Reporting”.

2. PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared under the historical cost convention and
the accounting policies adopted are consistent with those followed in the preparation of the
Group’s annual financial statements for the year ended 31 March 2002, except as described
below.

In the current period, the Group has adopted, for the first time, a number of new and revised
Statements of Standard Accounting Practice ("SSAP”s) issued by the Hong Kong Society of
Accountants. The adoption of these SSAPs has resulted in a change in the format of presentation of
the condensed consolidated cash flow statement and the condensed consolidated statement of
changes in equity, but has had no material effect on the results for the current or prior accounting
periods. Accordingly, no prior period adjustment has been made.

Foreign currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the choice of franslating the
income statements of overseas subsidiaries at the closing rate for the period. They are now required
to be translated at an average rate. Accordingly, on consolidation, the assets and liabilities of the
Group’s subsidiaries are translated at exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the average exchange rates for the period. Exchange
differences arising, if any, are classified as equity and transferred to the Group’s translation reserve.
Such translation differences are recognized as income or as expenses in the period in which the
subsidiary is disposed of. This change in accounting policy has not had any material effect on the
results for the current or prior accounting periods.

Cash flow statements

In the current period, the Group has adopted SSAP 15 (Revised) "Cash Flow Statements”. Under
SSAP 15 (Revised), cash flows are classified under three headings - operating, investing and
financing, rather than the previous five headings. Interest and dividends, which were previously
presented under a separate heading, are classified as operating cash flows. Cash flows arising from
taxes on income are classified as operating activities, unless they can be separately identified with
investing or financing activities.
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Notes on the Accounts

3. SEGMENT INFORMATION

Business Segments

Sales of furniture and fixtures
Interior building works

Total

Other revenue
Other group expenses

4. (LOSS) PROFIT FROM OPERATIONS

Six months ended

Six months ended

30 September 2002 30 September 2001

Contribution Contribution
Consolidated to operating Consolidated  fo operating
turnover loss turnover profit
HK$°000 HK$’000 HKS$'000 HKS$'000
61,277 (1,631) 104,455 10,762
42,815 (12,488) 141,509 2,339
104,092 (14,119) 245,964 13,101
354 1,030
(1,331) (3,520)

(15,096) 10,611

(Loss) profit from operations has been arrived at after charging (crediting):

Depreciation and amortisation

Loss on disposal of property, plant and equipment

Interest income

Six months ended 30 September

2002
HK$’000

9,866
5
(64)

2001
HKS$'000

9,181

(220)
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Notes on the Accounts

5. FINANCE COSTS

Interest on:
Bank borrowings wholly repayable
within five years
Obligations under finance leases

6. TAXATION

Six months ended 30 September

2002 2001
HK$’000 HKS$'000
887 802

444 697
1,331 1,499

No provision for Hong Kong Profits Tax has been made in financial statements as the Group incurred

a tax loss for the six months ended 30 September 2002,

Hong Kong Profits Tax was calculated at 16% of the estimated assessable profit for the six months

ended 30 September 2001.

7. DIVIDEND

Interim dividend of nil
(1.4.2001 - 30.9.2001: 1.5 cents) per share

Six months ended 30 September

2002 2001
HK$°000 HKS$'000
- 3,000
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Notes on the Accounts

8. (LOSS) EARNING PER SHARE

The calculation of the basic and diluted (loss) earning per share is based on the following data:

Six months ended 30 September

2002 2001
HK$°000 HK$'000
(Loss) earning
(Loss) earning for the purposes of basic and
diluted (loss) earning per share (15,096) 10,611
Number of shares 000 ‘000
Weighted average number of ordinary shares
for the purpose of basic (loss) earning
per share 200,000 200,000
Effect of dilutive share options 1,101 167
Weighted average number of ordinary shares
for the purpose of diluted (loss) earning
per share 201,101 200,167

9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately HK$S904,000 on additions in respect of the
Group’s property, plant and equipment.
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Notes on the Accounts

10. AMOUNTS DUE FROM 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 purposes as:
Due from customers included in current assets
Due to customers included in current liabilities

30.9.2002 31.3.2002
HK$°000 HKS 000
311,603 246,865
(214,201) (158,908)
97,402 87,957
99,281 90,110
(1,879) (2,183)
97,402 87,957

At 30 September 2002, there were approximately HK$15,561,000 (31.3.2002: HKS15,561,000) retention
monies held by customers for contract works performed and there were no advances received

from customers for contract work performed.

11. TRADE DEBTORS

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

0-90 days
>0 days

Debts are due within 30 days from the date of billing.

30.9.2002 31.3.2002
HK$°000 HKS 000
12,456 43,278
28,815 19,134
41,271 62,412
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Notes on the Accounts

12. TRADE CREDITORS

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

30.9.2002 31.3.2002

HK$’000 HK$'000

0-90 days 5,706 6,917
>90 days 3,154 3,678
8,860 10,595

13. PLEDGE OF ASSETS

At 30 September 2002, land and buildings of the Group situated in the Mainland China with net
book value of approximately HKS$7,921,000 (31.3.2002; HK$8,177,000) were pledged with a bank to

secure a loan granted to the Group.

14. CONTINGENT LIABILITIES

At 30 September 2002, there were contingent liabilities in respect of counter-guarantees,
amounting to approximately HKS$1,364,000 (31.3.2002: HK$6,874,000) which were 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 the

subsidiary.
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