Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
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61

GENERAL

The Company is incorporated in Bermuda as an exempted limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited. Its ultimate holding company is Peasedow Enterprises Limited, incorporated in
the British Virgin Islands. The address of the registered office and principal place of business of the Company are
disclosed in the “Corporate Information” to the annual report.

The functional currency of the Company is Renminbi (“RMB”), the currency of the primary economic environment
in which the Company operates. For the purpose of the consolidated financial statements and convenience of the
financial statements users, the results and financial position of the Group are presented in Hong Kong dollars.

The principal activities of the Group are manufacturing and trading of furniture and decoration materials, and
interior decoration works.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS”)

In the current year, the Group has applied, for the first time, a number of new standards, amendments and
interpretations (“new HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
which are either effective for accounting periods beginning on or after 1 December 2005, 1 January 2006 or 1
March 2006. The adoption of the new HKFRSs had no material effect on how the Group’s results for the current or
prior accounting periods have been prepared and presented. Accordingly, no prior period adjustment has been
required.

Financial guarantee contracts

In the current year, the Group has applied HKAS 39 and HKFRS 4 (Amendments) “Financial Guarantee Contracts”
which is effective for accounting periods beginning on or after 1 January 2006.

A financial guarantee contract is defined by HKAS 39 “Financial Instruments: Recognition and Measurement” as a
contract that requires the issuer to make specified payments to reimburse the holder for a loss it incurs because
a specified debtor fails to make payment when due in accordance with the original or modified terms of a debt
instrument.

The Group acts as the issuer of the financial guarantee contracts

Prior to 1 April 2006, financial guarantee contracts were not accounted for in accordance with HKFRS 4 and those
contracts were disclosed as contingent liabilities. A provision for financial guarantee was only recognised when it
was probable that an outflow of resources would be required to settle the financial guarantee obligation and the
amount can be estimated reliably.
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APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS”) (Continued)

Financial guarantee contracts (Continued)
The Group acts as the issuer of the financial guarantee contracts (Continued)

Upon the application of these amendments, a financial guarantee contract issued by the Group and not designated
as at fair value through profit or loss is recognised initially at its fair value that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount determined in accordance with HKAS 37 “Provisions, Contingent Liabilities
and Contingent Assets”; and (ii) the amount initially recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 “Revenue”.

In relation to a financial guarantee granted to a bank over the repayment of finance leases by an associate, the
Group has applied the transitional provisions in HKAS 39. The adoption of the standard had no material effect on
how the Group’s results for the current and/or prior accounting periods are prepared and presented. Accordingly,
no prior period adjustment has been required.

The Group has not early applied the following new and revised standards, amendment or interpretations that have
been issued but are not yet effective. The directors of the Company anticipate that the application of these standards,
amendment or interpretations will have no material impact on the results and the financial position of the Group.

HKAS 1 (Amendment) Capital disclosures'’

HKAS 23 (Revised) Borrowing costs?

HKFRS 7 Financial instruments: Disclosures'’

HKFRS 8 Operating segments 2

HK(IFRIC) - INT 8 Scope of HKFRS 22

HK(IFRIC) - INT 9 Reassessment of embedded derivatives*

HK(IFRIC) - INT 10 Interim financial reporting and impairment®
HK(IFRIC) - INT 11 HKFRS 2 - Group and Treasury Share Transactions®
HK(IFRIC) - INT 12 Service concession arrangements’

Effective for accounting periods beginning on or after 1 January 2007.

2 Effective for accounting periods beginning on or after 1 January 2009.

& Effective for accounting periods beginning on or after 1 May 2006.

& Effective for accounting periods beginning on or after 1 June 2006.

° Effective for accounting periods beginning on or after 1 November 2006.
G Effective for accounting periods beginning on or after 1 March 2007 .

i Effective for accounting periods beginning on or after 1 January 2008.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the historical cost basis and in accordance with
Hong Kong Financial Reporting Standards issued by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved where the Company has the power to govern the financial
and operating policies of an entity so as to obtain benefit from its activities.

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.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Investment in an associate

An associate is an entity over which the investor has significant influence and that is neither a subsidiary nor an
interest in a joint venture.

The results and assets and liabilities of an associate are incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity method, investment in an associate is carried in the
consolidated balance sheet at cost as adjusted for post-acquisition changes in the Group’s share of the profit or
loss and of changes in equity of the associate, less any identified impairment loss. When the Group’s share of
losses of an associate equals or exceeds its interest in that associate, the Group discontinues recognising its
share of further losses. An additional share of losses is provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive obligations or made payments on behalf of that associate.

Any excess of the Group’s share of net fair value of the identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised immediately in profit or loss.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated to the extent of
the Group’s interest in the relevant associate.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable
for goods and services provided in the normal course of business, net of discounts and sales related tax.

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 to 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 goods are recognised when goods are delivered and title has passed.

Interest income from a financial asset is accrued on a time basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying amount.

Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation and amortisation is provided to write off the cost of items of property, plant and equipment, other
than construction in progress, over their estimated useful lives and taking into account their estimated residual
value, using the straight line method.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned
assets.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the item) is included
in the income statement in the year in which the item is derecognised.

Construction in progress represents property, plant and equipment in the course of construction for production or
for its own use purposes. Construction in progress is carried at cost less any recognised impairment loss.
Construction in progress is classified to the appropriate category of property, plant and equipment when completed
and ready for intended use. Depreciation of these assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

Leasehold land and buildings under development for future owner-occupied purpose

When the leasehold land and buildings are in the course of development for production, rental or for administrative
purposes, the leasehold land component is classified as a prepaid lease payment and amortised over a straight
line basis over the lease term. During the construction period, the amortisation charge provided for the leasehold
land is included as part of cost of buildings under construction. Buildings under construction are carried at cost,
less any identified impairment losses. Depreciation of buildings commences when they are available for use (i.e.
when they are in the location and condition necessary for them to be capable of operating in the manner intended
by management).

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance
of the liability. Finance charges are charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss on a straight line basis over the term of the
relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are recognised as
a reduction of rental expense over the lease term on a straight line basis.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

3.

1

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Borrowing costs

All borrowing costs are recognised as and included in finance costs in the consolidated income statement in the
period in which they are incurred.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are recorded in its functional currency (i.e. the currency of the
primary economic environment in which the entity operates) at the rates of exchanges prevailing on the dates of
the transactions. At each balance sheet date, monetary items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise, except for exchange differences arising on a monetary
item that forms part of the Company’s net investment in a foreign operation, in which case, such exchange differences
are recognised in equity in the consolidated financial statements.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation currency of the Company (i.e. Hong Kong dollars) at the rate
of exchange prevailing at the balance sheet date, and their income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate significantly during the year, in which case, the
exchange rates prevailing at the dates of transactions are used. Exchange differences arising are recognised as a
separate component of equity (the translation reserve). Such exchange differences are recognised in profit or loss
in the year in which the foreign operation is disposed of.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of income or expense that are taxable or deductible in
other years, and it further excludes items of income or expenses that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been enacted or substantially enacted at the balance
sheet date.

Deferred tax is recognised on differences between the carrying amount of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted
for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, except where the Group as the parent or a venturer is able to control the reversal of the temporary
difference and it is probable that the temporary differences will not be reversed in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date 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 asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability is settled or the
asset is realised. Deferred tax is charged or credited to the profit or loss, except when it relates to items charged
or credited directly to equity, in which case the deferred tax is also dealt with in equity.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where
applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their
present location and condition. Cost is calculated using the weighted average cost method. Net realisable value
represents the estimated selling price less all estimated costs to completion and costs to be incurred in marketing,
selling and distribution.

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 amounts 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 amounts
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 receivables.

Decca Holdings Limited
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Retirement benefits costs

Payments to Mandatory Provident Fund Scheme and state-managed retirement benefit scheme are charged as
expenses when employees have rendered service entitling them to the contributions.

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet when a group entity becomes a party
to the contractual provisions of the instruments. Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

Financial assets
The Group’s financial assets are mainly loans and receivables. The accounting policies adopted are set out below.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. At each balance sheet date subsequent to initial recognition, loans and receivables (including
trade receivables, amounts due from customers for contract work, amount due from an associate and bank
balances) are carried at amortised cost using the effective interest method, less any identified impairment losses.
An impairment loss is recognised in profit or loss when there is objective evidence that the asset is impaired, and
is measured as the difference between the asset’s carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate. Impairment losses are reversed in subsequent periods
when an increase in the asset’s recoverable amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have been had the impairment not been recognised.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

3.

7

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified according to the substance of the
contractual arrangements entered into and the definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all
of its liabilities. The accounting policies adopted in respect of financial liabilities and equity instruments are set out
below.

Financial liabilities

Financial liabilities including trade payables, other payables and accruals, obligations under finance leases, bank
loans and bank overdrafts are subsequently measured at amortised cost, using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the
original or modified terms of a debt instrument. A financial guarantee contract issued by the Group and not designed
as at fair value through profit or loss is recognised initially at its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee contract. Subsequent to initial recognition, the Group measures
the financial guarantee contact at the higher of: (i) the amount determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and (ii) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with HKAS 18 “Revenue”.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire or, the financial
assets are transferred and the Group has transferred substantially all the risks and rewards of ownership of the
financial assets. On derecognition of a financial asset, the difference between the asset’s carrying amount and the
sum of the consideration received or receivable and the cumulative gain or loss that had been recognised directly
in equity is recognised in profit or loss.

For financial liabilities, they are removed from the balance sheet when, and only when, it is extinguished (i.e. when
the obligation specified in the relevant contract is discharged, cancelled or expired). The difference between the
carrying amount of the financial liability derecognised and the consideration paid or payable, including any non-
cash assets transferred or liabilities assumed, is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

3.

79

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Equity-settled share-based payment transactions

The fair value of services received determined by reference to the fair value of share options granted on or after 1
April 2005 is expensed on a straight line basis over the vesting period, with a corresponding increase in equity.

At each balance sheet date, the Group revises its estimates of the number of options that are expected to ultimately
vest. The impact of the reversion of estimates, if any, is recognised in profit or loss with a corresponding adjustment
to share option reserve.

At the time when the share options are exercised, the amount previously recognised in share option reserve will be
transferred to share premium. When the share options are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share option reserve will be transferred to retained profits.

Impairment losses

At each balance sheet date, the Group reviews the carrying amounts of its 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. An
impairment loss is 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 loss is recognised as income immediately.

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the entity’s accounting policies which are described in note 3, management has made
the following estimations that have significant effect on the amounts recognised in the consolidated financial
statements. The key assumptions concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are also discussed below.

Allowances for bad and doubtful debts

When there is objective evidence of an impairment loss, the Group takes into consideration the estimation of
future cash flows to determine the impairment loss. The amount of the impairment 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 been incurred) discounted at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the actual future cash flows are less than expected, a material
impairment loss may arise.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

4,

31

KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
Allowances for inventories

The management of the Group estimates the net realisable value for finished goods and work in progress based
primarily on the latest invoice prices and current market conditions. The Group carries out an inventory review on
a product-by-product basis at each balance sheet date and makes allowance for obsolete items. Where the actual
net realisable value are less than expected, a material allowance may arise.

FINANCIAL INSTRUMENTS
Financial risk management objectives and policies

The Group’s major financial instruments include trade receivables, amounts due from customers for contract
work, amount due from an associate, bank balances, trade payables, other payables and accruals, bank loans
and bank overdrafts. Details of these financial instruments are disclosed in the respective notes. The risks associated
with these financial instruments and the policies on how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate measures are implemented on a timely and effective
manner.

Market risk
Currency risk

Several subsidiaries of the Company have foreign currency sales, which expose the Group to foreign currency risk.
Certain bank balances are denominated in foreign currencies and the amounts are disclosed in note 21.

The Group currently does not have a foreign currency hedging policy. However, the management monitors foreign
exchange exposure and will consider hedging significant foreign currency exposure should the need arises.

Interest rate risk
The Group’s bank balances have exposure to cash flow interest rates due to the fluctuation of the prevailing
market interest rate on bank balances. The Group’s fair value interest rate risk relates primarily to its fixed rate

borrowings. The Group’s cash flow interest rate risk relates to its variable rate borrowings.

The Group does not have interest rate hedging policy. However, the management monitors interest rate exposure
and will consider hedging significant interest rate exposure should the need arise.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

5.

33

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Market risk (Continued)

Credit risk

As at 31 March 2007, the Group’s maximum exposure to credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the counterparties is arising from the carrying amount of those assets
as stated in the consolidated balance sheet and financial guarantee issued by the Group as disclosed in note 28.
In order to minimise the credit risk, the management of the Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the recoverable amount of each individual trade debt at each
balance sheet date to ensure that adequate impairment losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s credit risk is significantly reduced.

The Group’s bank balances are deposited with banks of high credit rating and the Group has limited exposure to
any single financial institution.

The Group has no significant concentration of credit risk, with exposure spread over a number of counterparties
and customers.

Fair value

The fair value of financial assets and financial liabilities are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis or using prices from observable current market transactions.

The directors consider that the carrying amounts of financial assets and financial liabilities recorded at amortised
cost in the consolidated financial statements approximate their fair values.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

6. REVENUE

Revenue, which is also the turnover of the Group, represents the sales value of goods supplied to customers and

service revenue from interior decoration work, and is analysed as follows:

2007 2006

HK$’000 HK$’000

Sales of furniture and fixtures 503,644 389,035
Service revenue from interior decoration work 133,204 95,639
636,848 484,674

7. BUSINESS AND GEOGRAPHICAL SEGMENTS

The Group is mainly engaged in the sales of furniture and fixtures and interior decoration work. This is the basis on

which the Group reports its primary segment information.

Business segments

2006

Contribution Contribution

Consolidated to profit Consolidated to profit

turnover for the year turnover for the year

HK$’000 HK$°000 HK$’000 HK$’000

Sales of furniture and fixtures 503,644 83,164 389,035 45,503

Interior decoration work 133,204 21,149 95,639 5,273

Total 636,848 104,313 484,674 50,776

Other income 1,286 924

Unallocated corporate expenses (49) (95)
(Allowance) write back for amount

due from an associate (6,000) 900

Share of result of an associate 675 (1,969)

Finance costs (3,820) (8,797)

Profit before taxation 96,405 46,739

Taxation (18,074) (7,941)

Profit for the year 78,331 38,798

85 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

7. BUSINESS AND GEOGRAPHICAL SEGMENTS (Continued)

Business segments (Continued)

Balance sheet

2007 2006
Sales of Interior Sales of Interior
furniture decoration furniture decoration
and fixtures work Consolidated and fixtures work  Consolidated
HK$’000 HK$’000 HK$’000 HK$'000 HK$’'000 HK$’000
ASSETS
Segment assets 351,649 57,782 409,431 280,427 52,610 333,037
Investment in an associate 4,452 3,134
Amount due from an associate 5,468 8,046
Unallocated corporate assets 70,080 55,588
Consolidated total assets 489,431 399,805
LIABILITIES
Segment liabilities 90,155 31,538 121,693 69,238 36,868 106,106
Unallocated corporate liabilities 71,215 67,631
Consolidated total liabilities 192,908 173,737
Other information
2007 2006
Sales of Interior Sales of Interior
furniture decoration furniture decoration
and fixtures work and fixtures work
HK$’000 HK$’000 HK$’000 HK$’000
Capital additions 42,906 10,227 41,670 7,661
Depreciation and amortisation 19,111 4,426 15,895 3,484
Allowance and write off (allowance
written back) of bad and
doubtful debts 2,654 (930) 3,969 1,971
Expected loss
on construction contracts — 705 — —
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

7.

89

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

2007 2006

HK$’000 HK$’000

America 385,649 291,284
Hong Kong SAR 147,576 108,490
Europe 55,5677 35,748
Mainland China 29,616 28,538
Other countries in Asia 18,430 20,614
636,848 484,674

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

Carrying amount

of segment assets

Additions to property,
plant and equipment

2007 2006 2007 2006

HK$’000 HK$’000 HK$’000 HK$’000

Mainland China 205,249 155,765 49,498 36,833
Hong Kong SAR 113,020 97,749 289 3,582
America 88,101 77,121 3,046 8,892
Other countries in Asia 2,259 2,402 300 24
Europe 802 — - —
409,431 333,037 53,133 49,331

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

8.

10.

o

OTHER INCOME

2007 2006
HK$’000 HK$’000
Interest income 712 362
Sundry income 572 550
Rental income 2 12
1,286 924
FINANCE COSTS
2007 2006
HK$’000 HK$’000
Interest on:
Bank loans wholly repayable within five years 3,577 3,500
Finance leases 243 297
3,820 3,797
DIRECTORS’ EMOLUMENTS
The emoluments paid or payable to each of ten (2006: ten) directors were as follows:
Retirement
Directors’ Salaries and benefits scheme
fees other benefits contributions Total
HK$’000 HK$’000 HK$’000 HK$’000
Tsang Chi Hung — 1,803 63 1,866
Liu Hoo Kuen — 2,050 63 2,113
Richard Warren Herbst — 2,568 36 2,604
Kwan Yan Choi — 1,785 63 1,848
Fung Sau Mui — 1,343 47 1,390
Tai Wing Wah — 1,207 43 1,250
Wong Kam Hong — 1,224 43 1,267
Chu Kwok Man 50 — — 50
Lok Wai Kiang, Paul 50 — — 50
Cheng Woon Kam 50 — — 50
Total for 2007 150 11,980 358 12,488

Decca Holdings Limited
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10. DIRECTORS’ EMOLUMENTS (Continued)

11.

93

Retirement

Directors’ Salaries and benefits scheme
fees other benefits contributions Total
HK$’000 HK$’000 HK$’000 HK$’000
Tsang Chi Hung — 2,035 63 2,098
Liu Hoo Kuen = 1,906 63 1,969
Richard Warren Herbst — 1,929 39 1,968
Kwan Yan Choi — 2,035 63 2,098
Fung Sau Mui — 1,343 47 1,390
Tai Wing Wah — 1,207 43 1,250
Wong Kam Hong — 1,170 41 1,211
Chu Kwok Man 50 = = 50
Lok Wai Kiang, Paul 50 — — 50
Cheng Woon Kam 50 — — 50
Total for 2006 150 11,625 359 12,134

During both years, no emoluments were paid by the Group to the directors as compensation for loss of office or as
a discretionary bonus or an inducement to join or upon joining the Group. None of the directors has waived any

emoluments in both years.

EMPLOYEE’S EMOLUMENTS

In 2007, of the five individuals with the highest emoluments in the Group, four (2006: four) were directors of the
Company whose emoluments are included in the disclosures in note 10 above. The salaries and other benefits,

and contributions to retirement benefits scheme of the remaining one individual amounted to HK$1,872,000 (2006:

HK$1,872,000).

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

12.

95

INCOME TAX EXPENSE

2007 2006
HK$’000 HK$’000
Current tax:
Hong Kong (12,471) (7,310)
Other jurisdictions (6,378) (1,724)
Other regions in the PRC (1,719) (846)
(20,568) (9,880)
(Under) overprovision in prior years
Hong Kong 16 74
Other jurisdictions (89) —
(20,641) (9,8006)
Deferred taxation (note 25)
— current year 2,567 1,865
(18,074) (7,941)

Hong Kong Profits Tax is calculated at 17.5% of the estimated assessable profits for both years.

Taxation arising in the PRC and other jurisdictions are calculated at the rates prevailing in the respective PRC
regions and the relevant jurisdictions respectively.

The taxation for the year can be reconciled to the profit before taxation per the consolidated income statement as

follows:
2007 2006
HK$’000 HK$’000
Profit before taxation 96,405 46,739
Taxation at the Hong Kong Profits Tax rate of 17.5% 16,871 8,179
Tax effect of expenses not deductible for tax purposes 2,836 118
Tax effect of income not taxable for tax purposes (171) (206)
Under(over)provision in respect of prior years 73 (74)
Tax effect of deferred tax assets not recognised - 460
Utilisation of deferred tax assets previously not recognised (3,903) (701)
Tax effect of share of result of an associate (118) 345
Effect of different tax rates of subsidiaries operating in
other jurisdictions 2,456 (146)
Others 30 (34)
Taxation 18,074 7,941
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

13. PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

14.

el

2007 2006
HK$’000 HK$’000
Profit for the year attributable to equity holders of the
Company has been arrived at after charging:
Allowance for slow moving inventories 3,419 2,271
Auditor’'s remuneration 1,459 1,279
Amortisation of prepaid lease payments (included in
administrative expenses) 245 168
Depreciation and amortisation
Owned assets 22,787 17,547
Assets held under finance leases 750 1,832
Staff costs:
Directors’ emoluments (note 10) 12,488 12,134
Salaries and allowances 89,110 72,687
Retirement benefits scheme contributions 3,119 2,519
104,717 87,340
Cost of inventories recognised as expenses 371,494 297,354
Expected loss on construction contracts 705 —
Loss on disposals of property, plant and equipment 229 3,105
Operating lease rentals paid in respect of rented properties 6,675 5,287
Net foreign exchange loss 3,499 843
DIVIDENDS
2007 2006
HK$’000 HK$’000
Interim dividend paid — HK8.7 cents
(2006: HK2.0 cents) per share 7,400 4,000
Final dividend paid — HKS3.85 cents
(2006: HK1.4 cents) per share 7,700 2,800
15,100 6,800

The final dividend of HK8.00 cents (2006: HK3.85 cents) per share has been proposed by the directors and is

subject to approval by the shareholders in annual general meeting.

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

15. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share for the year ended 31 March 2007 attributable to the
ordinary equity holders of the Company together with the comparative figures for 2006 is based on the following

data:
Earnings
2007 2006
HK$’000 HK$’000
Earnings for the purposes of basic and
diluted earnings per share 78,331 38,798
Number of shares
’000 ’000
Weighted average number of ordinary shares for
the purpose of basic earnings per share 200,000 200,000
Effect of dilutive potential ordinary shares assuming
exercise of share options 1,607 —
Weighted average number of ordinary shares for the
purpose of diluted earnings per share 201,607 200,000

No diluted earnings per share has been presented for 2006 because the exercise price of the Company’s options
was higher than the average market price of shares for the year ended 31 March 2006.
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

16. PROPERTY, PLANT AND EQUIPMENT

101

Furniture,
fixtures Construction
Leasehold Plantand  Computer  and office Motor in
Buildings improvements machinery  equipment  equipment vehicles progress Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
COST
At 1 April 2005 32,729 57,681 121,585 6,643 17,078 5,167 - 240,883
Additions = 7,209 8,381 1,094 1,927 2,782 27,938 49,331
Disposals (1,586) (1,168) (2,292) (2,422) (196) (495) - (8,159)
Exchange realignment 465 325 388 32 61 23 = 1,294
Reclassification - - - 45 (45) - - -
At 31 March 2006 31,608 64,047 128,062 5,392 18,825 7,477 27,938 283,349
Additions 13,037 302 27,270 2,226 3,189 1,077 2,982 53,133
Disposals - (37) - (@) (841) (1,560) - (2,442)
Exchange realignment 987 836 943 98 132 76 824 3,896
Reclassification 27,539 1,161 - - - - (28,700) -
At 31 March 2007 73,171 69,359 156,275 7,712 21,305 7,070 3,044 337,936
DEPRECIATION AND
AMORTISATION

At 1 April 2005 12,280 38,124 72,449 5,771 10,008 4,837 - 143,469
Charge for the year 1,456 4,635 10,130 645 1,746 767 - 19,379
Eliminated on disposals (52) (117 (766) (2,417) (177) (495) - (4,024)
Exchange realignment 163 242 291 29 47 19 = 791
Reclassification = = = 44 (44) - - -
At 31 March 2006 13,847 42,884 82,104 4,072 11,580 5,128 - 159,615
Charge for the year 2,704 5,337 11,921 919 1,815 841 - 23,537
Eliminated on disposals - (4) - (1) (621) (1,560) - (2,186)
Exchange realignment 372 545 652 68 105 50 = 1,792
At 31 March 2007 16,923 48,762 94,677 5,058 12,879 4,459 - 182,758
CARRYING VALUES
At 31 March 2007 56,248 20,597 61,598 2,654 8,426 2,611 3,044 165,178
At 31 March 2006 17,761 21,163 45,958 1,320 7,245 2,349 27,938 123,734
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

16. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, other than construction in progress, are depreciated and
amortised on a straight line basis at the following rates per annum:

Buildings Over the unexpired terms of the
land use rights period

Leasehold improvements 10%
Plant and machinery 10%
Computer equipment 20%
Furniture, fixtures and office equipment 10%
Motor vehicles 20%

All buildings of the Group are located in the PRC and the United States of America under medium-term leases. For
those buildings located in the PRC, the Group has been granted the right to use the land, including construction
of buildings thereon, until 2018.

The carrying values of plant and machinery and motor vehicles of the Group include an amount of approximately
HK$2,867,000 and HK$1,275,000 (2006: HK$5,828,000 and HK$1,594,000), respectively, in respect of assets
held under finance leases.

At 31 March 2007, property, plant and machinery and motor vehicles of the Group with carrying value of
approximately HK$11,199,000 and HK$480,000 (2006: HK$6,272,000 and nil), respectively, were pledged with a
bank to secure a loan granted to the Group.

17. PREPAID LEASE PAYMENTS

2007 2006
HK$’000 HK$’000
The Group’s prepaid lease payments comprise:
Medium-term leasehold land outside Hong Kong 2,970 2,618
Analysed for reporting purposes as:
Non-current asset 2,725 2,450
Current asset 245 168
2,970 2,618

1 03 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

18. INVESTMENT IN AN ASSOCIATE

2007 2006

HK$’000 HK$’000

Cost of investment in an associate, unlisted 5,000 5,000
Share of post-acquisition losses (1,294) (1,969)
Share of exchange reserve 746 103
4,452 3,134

At 31 March 2007, the Group had interests in the following associate:

Proportion of

nominal value

Form of Place of Class of of issued capital Nature

Name of entity business structure incorporation share held  held by the Group of business
%

Vielie Flooring Limited Incorporated Hong Kong Ordinary 50  Manufacturing of

wooden flooring

The summarised financial information in respect of the Group’s associate is set out below:

2007 2006

HK$’000 HK$’000

Total assets 38,380 36,227
Total liabilities (29,476) (29,959)
Net assets 8,904 6,268
Group’s share of net assets of associate 4,452 3,134
Revenue 29,583 24,396
Profit (loss) for the year 1,350 (722)
Group’s share of result for the year 675 (1,969)

1 05 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

19.

20.

21.

107

INVENTORIES
2007 2006
HK$’000 HK$’000
Raw materials 36,471 55,65818)
Work in progress 54,025 34,559
Finished goods 18,254 19,424
108,750 89,316
AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT WORK
2007 2006
HK$’000 HK$’000
Contracts in progress at the balance sheet date
Contract costs incurred plus recognised profits less
recognised losses 150,721 67,525
Less: Progress billings (145,126) (74,8006)
5,595 (7,281)
Analysed for reporting purpose as:
Due from customers included in current assets 10,608 9,230
Due to customers included in current liabilities (5,013) (16,511)
5,595 (7,281)

At 31 March 2007, there were HK$4,061,000 (2006: HK$1,931,000) retention monies held by customers for
contract work performed and there were no advances (2006: HK$1,005,000) received from customers for contract

work performed.

OTHER CURRENT FINANCIAL ASSETS

2007 2006

HK$°000 HK$’000

Trade receivables 129,529 120,387
Less: Allowances for bad and doubtful debts (16,921) (20,460)
112,608 99,927

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

21. OTHER CURRENT FINANCIAL ASSETS (Continued)

The following is an aged analysis of trade receivables at the reporting date:

2007 2006

HK$’000 HK$’000

0 — 30 days 58,999 47,183
31 — 90 days 26,327 19,311
> 90 days 27,282 33,433
112,608 98,027

The Group’s credit terms for its contracting business are negotiated with its customers. The credit terms granted
by the Group to other trade debtors are normally 30 days.

Amount due from an associate is unsecured, non-interest bearing and is repayable on demand.

Bank balances held by the Group carry interest at an average rate of 3.0% (2006: 3.0%).

Bank balances and cash of approximately HK$12,606,000 (2006: HK$20,342,000) was denominated in United
States dollars, approximately HK$2,826,000 (2006: HK$4,260,000) was denominated in Euro and an aggregate

amount of approximately HK$10,219,000 (2006: HK$5,409,000) was denominated in Renminbi and is not freely
convertible into other currencies.

22. TRADE PAYABLES

The following is an aged analysis of trade payables at the reporting date:

2007 2006

HK$’000 HK$’000

0 — 30 days 32,217 23,646
31 — 90 days 9,446 4170
> 90 days 6,907 6,234
48,570 34,050

1 09 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

23. OBLIGATIONS UNDER FINANCE LEASES

Present value

Minimum of minimum
lease payments lease payments
2007 2006 2007 2006
HK$’000 HK$’000 HK$’000 HK$’000
Amounts payable under
finance leases
— within one year 1,967 2,958 1,882 2,738
— after one year but within
two years 472 2,340 466 2,229
2,439 5,298 2,348 4,967
Less: Future finance charges (91) (331) - —
Present value of
lease obligations 2,348 4,967 2,348 4,967
Less: Amount due within one year
classified as current liabilities (1,882) (2,738)
Amount due after one year 466 2,229

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 2007, the average effective borrowing rate was 7.3% per annum. Interest
rates are fixed at the contract date.

All leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental
payments.

24. BANK LOANS

Bank loans comprise the following:

2007 2006

HK$°000 HK$’000

Secured 11,833 4,808
Unsecured 39,932 45,287
51,765 50,095

1 1 1 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

24.

113

BANK LOANS (Continued)

2007 2006
HK$’000 HK$’000

The maturity profile of the above loans is as follows:
On demand or within one year 27,385 23,098
More than one year, but not exceeding two years 13,939 11,005
More than two years, but not exceeding five years 10,441 15,992
51,765 50,095

Less: Amounts due within one year shown under

current liabilities (27,385) (23,098)
Amounts due after one year shown under non-current liabilities 24,380 26,997

The exposure of the Group’s fixed-rate borrowings and the contractual maturity is as follows:

2007 2006
HK$’000 HK$’000

Fixed rate borrowings:
Within one year - 4,808

In addition, the Group has variable-rate borrowings which carry interest at floating rate. Interest is repriced every
six months.

The ranges of effective interest rates (which are also equal to contracted interest rates) on the Group’s borrowings
are as follows:

2007 2006

Effective interest rate:
Fixed-rate borrowings 6.1% 6.1%
Variable-rate borrowings 6.5% to 7.8% 3.6% t0 8.2%

The Group's borrowings amounting to approximately nil (2006: HK$1,487,000) were denominated in United States
dollars, which is different from the functional currency of the relevant group entities.

At 31 March 2007, certain bank loans were secured by the Group’s property, plant and equipment with carrying
value of HK$11,679,000 (2006: HK$6,272,000).

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

25.

26.

115

DEFERRED TAXATION

The following are the major deferred tax liability and assets recognised and movements thereon during the current
and prior reporting years:

Bad and Accelerated
doubtful tax
debts Tax loss depreciation Total
HK$’000 HK$’000 HK$’000 HK$’000
At 1 April 2005 — — 6,536 6,536
Credit to income statement
for the year (1,076) — (789) (1,865)
At 31 March 2006 (1,076) — 5,747 4,671
Charge (credit) to income statement
for the year 86 (2,067) (586) (2,567)
At 31 March 2007 (990) (2,067) 5,161 2,104

At the balance sheet date, the Group has estimated unused tax losses of HK$80,017,000 (2006: HK$102,317,000)
available for offset against future profits. No deferred tax asset in respect of the estimated tax losses has been
recognised due to the unpredictability of future profit streams. The estimated tax losses may be carried forward
indefinitely.

At the balance sheet date, the aggregate amount of temporary differences associated with undistributed earnings
of subsidiaries for which deferred tax liabilities have not been recognised was approximately HK$25,291,000
(2006: HK$20,808,000). No liability has been recognised in respect of these differences because the Group is in a
position to control the timing of the reversal of the temporary differences and it is probable that such differences
will not reverse in the foreseeable future.

SHARE CAPITAL

2007 & 2006
Number Nominal
of shares value
HK$’000
Ordinary shares of HK$0.10 each:
Authorised 400,000,000 40,000
Issued and fully paid 200,000,000 20,000

Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

27. MAJOR NON-CASH TRANSACTIONS

(i) In 20086, the Group entered into finance lease arrangements in respect of assets with a total capital value at
the inception of the leases of HK$2,106,000.

(if) In 2006, the increase in investment in an associate of HK$5,000,000 was settled by capitalisation of the
amount due from the associate with the equivalent amount.

28. CONTINGENT LIABILITIES

(i) At 31 March 2007, there were contingent liabilities in respect of a jointly guarantee with a third party to
secure the finance leases granted to an associate. At 31 March 2007, the obligations under finance leases
in the books and records of the associate amounted to approximately HK$901,000 (2006: HK$2,662,000).

(if) The U.S. Department of Commerce is expected to announce final determination on tariffs related to imports
of Chinese-made wood bedroom furniture during the period from 24 June 2004 to 31 December 2005,
later this year. Since the final rates are expected to be changed, the Group has not determined the possible
effects of this announcement. The final determination might have a significant impact on the results of
operations and the financial condition of the Group.

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:

2007 2006

HK$’000 HK$’000

Within one year 5,665 5,319
In the second to fifth year inclusive 6,917 6,630
12,582 11,949

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

30. CAPITAL COMMITMENTS

2007 2006
HK$’000 HK$’000
Capital expenditure in respect of the acquisition of property,
plant and equipment contracted for but not provided for
in the financial statements 7,946 7,705
Capital expenditure in respect of the acquisition of property,
plant and equipment authorised but not contracted for 23,400 8,580

1 1 7 Decca Holdings Limited
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

31.

119

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”), was adopted pursuant to a resolution passed on 23 February
2000 for the primary purpose of retaining high calibre executives and employees and the options are exercisable
for a period up to 10 years from 23 February 2000. Under the Scheme, the Board of Directors of the Company
may grant options to eligible employees, including directors of the Company and its subsidiaries, to subscribe for
shares in the Company.

At 31 March 2007, the number of shares in respect of which options had been granted under the Scheme was
5,000,000, representing 2.5% of the shares of the Company in issue at that date. The total number of shares in
respect of which options may be granted under the Scheme is not permitted to exceed to 10% of the shares of the
Company in issue at any point in time, without prior approval from the Company’s shareholders.

No option may be granted to any individual which if exercised in full would result in such individual being entitled to
subscribe for such number of shares as, when aggregated with the total number of shares already issued and
issuable to him under the Scheme would exceed 25% of the aggregate number of shares for the time being issued
and issuable under the Scheme.

Options granted on 31 August 2001 must be taken up at any time between 1 September 2002 to 31 August 2007,
upon payment of HK$1 as consideration of the grant. The exercise price is determined by the directors of the
Company, and will not be less than 80% of the higher of the closing price of the Company’s shares on the date of
grant, and the average closing price of the shares for the five business days immediately preceding the date of
grant or such other restrictions as stipulated in the Listing Rules.

The following table disclosed details of the Company’s share options granted to directors and any movement in
such holdings during the year:

Outstanding Movement Outstanding Movement Outstanding

Exercise Vesting Exercise at during at during at
Date of grant price period period 1.4.2005 the year  31.3.2006 theyear  31.3.2007
HKS
1.9.2001 1.9.2002
31 August 2001 0.80 t0 31.8.2002  to 31.8.2007 5,000,000 — 5,000,000 — 5,000,000

Decca Holdings Limited
Annual Report 2007
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

32.

33.

34.

121

RETIREMENT BENEFITS 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 trustees. The Group contributes 5% of
the relevant payroll costs to the Mandatory Provident Fund Scheme, which contribution is matched by employees.

The eligible employees of the subsidiaries in the PRC are members of pension schemes operated by the Chinese
local government. The subsidiaries are required to contribute certain percentages of the relevant part of the payroll
of these employees to the pension schemes to fund the benefits.

There are retirement plans established in the United States of America for all domestic employees who meet
certain eligibility requirements as to age and length of service.

The employer’s contributions to the retirement benefits scheme charged to income statement and the forfeited
voluntary contributions credited to the income statement amounted to approximately HK$3,509,000 (2006:

HK$2,918,000) and HK$32,000 (2006: HK$40,000) respectively for the year ended 31 March 2007.

RELATED PARTY TRANSACTIONS

Apart from the amount due from an associate as disclosed in note 21, during the year, the Group paid rentals and
building management fee of approximately HK$2,361,000 (2006: HK$2,136,000) in respect of the Group’s office
premises, showrooms and warehouses to a company in which certain shareholders and directors of the Company
have beneficial interests.

Compensation of key management personnel

The remuneration of key management during the year was as follows:

2007 2006

HK$’000 HK$’000

Short-term benefits 12,130 11,775
Post-employment benefits 358 359
12,488 12,134

The remuneration of key management is determined by the Company’s remuneration committee having regard to
the performance of individuals and market trends.

POST BALANCE SHEET EVENTS

On 13 April 2007, the Group acquired operating assets and properties from an independent third party for a
consideration of approximately US$3,000,000 (equivalent to approximately HK$23,400,000). The assets acquired
mainly comprised of property, plant and equipment, inventory and intangible assets amounting to HK$14,820,000,
HK$1,170,000, HK$5,580,000 and HK$1,830,000 respectively.

Decca Holdings Limited
Annual Report 2007
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

PARTICULARS OF SUBSIDIARIES

35.

123

Details of the Company’s subsidiaries at 31 March 2007 are as follows:

Name of company

Place of
incorporation/
establishment

and operations

Nominal value
of issued/
registered capital

Proportion of
nominal value

of issued capital/registered
capital held by the Company

Principal activity

Directly Indirectly

Decca Investment British Virgin 10,000 shares 100% = Investment

Limited Islands of US$1 each holding

Decca (Mgt) Limited Hong Kong 10 ordinary shares - 100% Management

(“DML") of HK$100 each services
145,600 non-voting
deferred shares
of HK$100 each
(Note a)

Decca Limited Hong Kong 2 ordinary shares — 100% Interior decoration

of HK$1 each work

Decca (HK) Limited Hong Kong 2 ordinary shares — 100% Trading of furniture
of HK$1 each

Decca (China) Limited Hong Kong 100,000 shares - 100% Investment holding

of HK$1 each and provision of

subcontracting

services to

group companies

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

of HK$1 each and investment

holding

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

Decca Overseas (S) Republic of 2 shares — 100% Trading of furniture
Pte. Ltd. Singapore of SG$1 each

HBF Showroom Pte. Ltd. Republic of 750,000 shares = 100% Trading of furniture
Singapore of SG$1

Decca Furniture (USA) United States 10,000 shares of — 100% Investment holding

Inc.

of America

Decca Holdings Limited
Annual Report 2007
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Notes to the Consolidated Financial Statements

For the year ended 31 March 2007

35. PARTICULARS OF SUBSIDIARIES (Continued)

Place of Proportion of
incorporation/ Nominal value nominal value
establishment of issued/ of issued capital/registered
Name of company and operations registered capital capital held by the Company Principal activity
Directly Indirectly
Decca Hospitality State of North Capital contribution — 100% Trading of furniture
Furnishings, LLC Carolina of US$154,286
Decca Contract Furniture,  State of North Capital contribution — 100% Trading of furniture
LLC Carolina of US$1,000
Bolier & Company, LLC State of North Capital contribution — 55% Trading of furniture
Carolina of US$1,000
REEEZRLERAA PRC RMB50,000,000 - 100% Manufacture of
(Note b) furniture and
decoration
materials

REa X LEHER PRC RMB3,600,000 — 100% Manufacture

72 a] (Note ¢) of furniture
and provision

of after-sale

services

Decca Furniture Thailand 2,450 ordinary = 100% Trading of furniture

(Thailand) Limited shares of
Baht 100 each
Decca Furniture Denmark 125,000 shares — 100% Trading of furniture
Europe Aps of Denmark (not yet
Kroner 1 each commenced
business)

Notes:

(a) The holders of the non-voting deferred shares are only entitled to dividends when the total dividends are declared by
DML for any financial year exceeding HK$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 exceeds HK$5 billion.

(b) A wholly foreign owned enterprise established under the laws of the PRC.

(c) A co-operative joint venture established under the laws of the PRC.

None of the subsidiaries had issued any debt securities during the year or at 31 March 2007.

1 25 Decca Holdings Limited
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