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1.

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

These accounts have been prepared in accordance with all applicable Statements of Standard Accounting Practice
and Interpretations issued by the Hong Kong Society of Accountants, accounting principles generally accepted in

Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance.

These accounts also comply with the applicable disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited. A summary of the significant accounting policies

adopted by the Group is set out below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical cost.

(c) Basis of consolidation

(i) Reorganisation

The Company was incorporated in Bermuda on 29 October 1999 and became the holding company of the
Group pursuant to a Group reorganisation (the “Reorganisation”) which became effective on 23 February
2000. The Group has been treated as a continuing entity and accordingly, the comparative consolidated
results for the year ended 31 March 2000 include the results of the Company and its subsidiaries as if the

Group had been in existence throughout that year.

(ii)) The consolidated accounts include the accounts 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
profit and loss account from or to the date of their acquisition or disposal, as appropriate. All material

intercompany transactions and balances are eliminated on consolidation.

(i) Goodwill arising on the acquisition of subsidiaries, being the excess of the cost of investments in these
companies over the fair value of the Group’s share of the separate net assets acquired, is amortised on a
straight-line basis to the consolidated profit and loss account over its estimated useful economic life. The
excess of the Group’s share of the fair value of the separable net assets of subsidiaries acquired over the cost

is credited to capital reserve.
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Notes on the Accounts

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Interest in subsidiaries

A subsidiary is a company in which the Group, directly or indirectly, holds more than half of the issued share

capital, or controls more than half of the voting power, or controls the composition of the board of directors.

Interest in subsidiaries in the Company’s balance sheet is stated at cost less any provisions for diminution in value
which is other than temporary as determined by the directors for each subsidiary individually. Any such provisions

are recognised as an expense in the profit and loss account.

(e) Fixed assets and depreciation

Fixed assets are stated in the balance sheet at cost less accumulated depreciation.

The carrying amount of fixed assets is reviewed periodically in order to assess whether the recoverable amount has
declined below the carrying amount. When such a decline has occurred, the carrying amount is reduced to the
recoverable amount. The amount of the reduction is recognised as an expense in the consolidated profit and loss
account. In determining the recoverable amount, expected future cash flows generated by the fixed assets are not

discounted to their present values.

When the circumstances and events that led to the write-down or write-off cease to exist, any subsequent increase
in the recoverable amount of an asset is written back to the consolidated profit and loss account. The amount
written back is reduced by the amount that would have been recognised as depreciation had the write-down or

write-off not occurred.

Subsequent expenditure relating to a fixed asset that has already been recognised is added to the carrying amount
of the asset when it is probable that future economic benefits, in excess of the originally assessed standard of
performance of the existing asset, will flow to the enterprise. All other subsequent expenditure is recognised as an

expense in the period in which it is incurred.

Gains or losses arising from the retirement or disposal of a fixed asset are determined as the difference between
the estimated net disposal proceeds and the carrying amount of the asset and are recognised in the consolidated

profit and loss account on the date of retirement or disposal.
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Notes on the Accounts

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Fixed assets and depreciation (continued)

Depreciation is calculated to write off the cost of fixed assets on a straight-line basis over their estimated useful

lives at the following rates:

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

(f) Leased assets

Leases of assets under which the leasee assumes substantially all the risks and benefits of ownership are classified
as finance leases. Leases under which the lessor has not transferred all the risks and benefits of ownership are

classified as operating leases.

(i)  Assets acquired under finance leases

Where assets are acquired under finance leases, the amounts representing the outright purchase price, which
approximate the present value of the minimum lease payments, of such assets are included in fixed assets
and the corresponding liabilities, net of finance charges, are recorded as obligations under finance leases.
Depreciation is provided at rates which write off the cost of the assets in equal annual amounts over the
shorter of the period of the leases or the estimated useful lives of the assets as set out in note 1(e) above.
Finance charges implicit in the lease payments are charged to the consolidated profit and loss account over
the period of the leases so as to produce an approximately constant periodic rate of charge on the remaining

balance of the obligations for each accounting period.

(i) Operating leases

Rentals payable under operating leases are accounted for in the consolidated profit and loss account on a

straight-line basis over the periods of the respective leases.
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Notes on the Accounts

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g) Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if applicable,

can be measured reliably, revenue is recognised in the consolidated profit and loss account as follows:

(1)  Sale of goods
Revenue is recognised when goods are delivered at the customers’ premises which is taken to be the point in
time when the customer has accepted the goods and the related risks and rewards of ownership. Revenue
excludes value added or other sales taxes and is after deduction of any trade discounts.

(i) Service revenue
Once the outcome of a transaction involving the rendering of services can be estimated reliably, revenue is
recognised using the percentage of completion method, measured by reference to the percentage of costs

incurred to date to estimated total costs for the services.

When the outcome cannot be estimated reliably, revenue is recognised only to the extent of costs recognised

that will be recoverable.

(iii) Interest income

Interest income from bank deposits is accrued on a time-apportioned basis on the principal outstanding and

at the rate applicable.
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Notes on the Accounts

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Inventories

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

Cost is calculated using the weighted average cost method and comprises all costs of purchase, costs of conversion

and other costs incurred in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of
any reversal of any write-down of inventories, arising from an increase in net realisable value, is recognised as a

reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs.

(i) Deferred taxation

Deferred taxation is provided using the liability method in respect of the taxation effect arising from all material
timing differences between the accounting and tax treatment of income and expenditure, which are expected with

reasonable probability to crystallise in the foreseeable future.

Future deferred tax benefits are not recognised unless their realisation is assured beyond reasonable doubt.

(j) Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars at the exchange rates ruling at
the transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated into Hong
Kong dollars at the exchange rates ruling at the balance sheet date. Exchange gains and losses on foreign currency

translation are dealt with in the consolidated profit and loss account.

The results of overseas subsidiaries are translated into Hong Kong dollars at the average exchange rates for the
year; balance sheet items are translated at the rates of exchange ruling at the balance sheet date. The resulting

exchange differences are dealt with as a movement in reserves.
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Notes on the Accounts

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k) Borrowing costs

Borrowing costs are expensed in the consolidated profit and loss account in the period in which they are incurred.

(1) Retirement costs

The Group joined a defined contribution retirement scheme whereby the Group and employees each contributed to
the scheme at a rate of 5% of the relevant employees’ monthly salaries each month up to 30 November 2000. With
effect from 1 December 2000, the Group joined a mandatory provident fund scheme. Both the Group and the
employees each contribute to the scheme at a rate of 5% of the relevant employees’ monthly relevant income. For
both schemes, any forfeited amount due to resignation prior to vesting of the benefits, the amount will be used to

reduce the employer’s contributions made in that corresponding financial year.

Employees in a subsidiary in the People’s Republic of China are members of the Central Pension Scheme operated
by the Chinese Government. The subsidiary is required to contribute a certain percentage of the employees’ overall
salaries to the Scheme. The only obligation of the subsidiary with respect to the Central Pension Scheme is the

associated required contribution under the Central Pension Scheme.

Contributions by the Group to the above schemes are charged to the consolidated profit and loss account as and

when incurred.

(m) Related parties

For the purposes of these accounts, parties are considered to be related to the Group if the Group has the ability,
directly or indirectly, to control the party or exercise significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the party are subject to common control or common

significant influence. Related parties may be individuals or other entities.

(n) Cash equivalents

Cash equivalents are short-term, highly liquid investments which are readily convertible into known amounts of
cash without notice and which were within three months of the balance sheet date. For the purposes of the cash
flow statement, cash equivalents would also include advances from banks repayable within three months from the

date of the advance.
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Notes on the Accounts

2. TURNOVER

The principal activities of the Company is investment holding. The principal activities of the subsidiaries are set out in

note 13 on the accounts.

Turnover represents the sales value of goods supplied to customers and service revenue from interior building works,
after eliminating inter-company transactions. The amount of each significant category of revenue recognised in turnover

during the year is as follows:

2001 2000

HK$°000 HK$°000

Sale of furniture and fixtures 125,421 250,698
Service revenue from interior building works 153,468 105,752
278,889 356,450

3. SEGMENTAL INFORMATION

The analysis of the principal activities and geographical locations of the operations of the Company and its subsidiaries

during the financial year are as follows:

Contribution of profit

Group turnover from operations
2001 2000 2001 2000
HK$°000 HK$°000 HK$°000 HKS$’000
Principal activities

Sale of furniture and fixtures 125,421 250,698 74,120 114,398
Interior building works 153,468 105,752 15,663 29,514
278,889 356,450 89,783 143,912

Other Group expenses net of other income (71,744) (72,819)
18,039 71,093
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Notes on the Accounts

67

SEGMENTAL INFORMATION (continued)

Geographical locations of operations
The Mainland China
The Hong Kong Special Administrative Region

Other countries in Asia
Others

INCOME

Other revenue

Interest income

Other revenue

Other net (loss)/income

Net exchange gain
Loss on disposal of fixed assets

Other net loss
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2001
HK$°000

93,355
108,912
19,236
57,386

278,889

2001
HKS$°000

2,595
727

3,322

1,045
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(74

2000
HKS$’000

194,259
87,155
28,598
46,438

356,450

2000
HKS$’000

1,128
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1,184
(246)

938
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Notes on the Accounts

69

5. PROFIT FROM ORDINARY ACTIVITIES BEFORE TAXATION

Profit from ordinary activities before taxation is arrived at after charging:

(a) Finance costs

Interest on bank loans and other borrowings repayable within 5 years

Finance charges on obligations under finance leases

(b) Other items

Cost of inventories
Staff costs (including retirement costs of $1,915,061 (2000: $1,665,205)
Auditors’ remuneration
Depreciation
— owned assets
— assets held under finance leases
Operating lease charges in respect of properties

Licence and royalty fee
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2001
HKS$°000

1,007
710

1,717

92,551
67,556
703

13,595
1,284
5,206
1,779

2000
HKS$’000

1,612
495

2,107

136,300
63,043
722

11,225
2,441
4,478
1,766
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Notes on the Accounts
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6.

TAXATION

(a) Taxation in the consolidated profit and loss account represents:

Provision for Hong Kong Profits Tax for the year

(Overprovision)/underprovision in respect of prior years

Taxation outside Hong Kong
Deferred taxation (note 21(a))

2001
HKS$°000

2,857
(610)

2,247

2,247

2000
HKS$’000

11,195
80

11,275
59
(400)

10,934

The provision for Hong Kong Profits Tax is calculated at 16% (2000: 16%) of the estimated assessable profits for

the year ended 31 March 2001. Taxation for overseas subsidiaries is charged at the appropriate current rates of

taxation ruling in the relevant countries.

(b) Taxation in the consolidated balance sheet represents:

Provision for Hong Kong Profits Tax for the year

Provisional Profits Tax paid

(Tax recoverable) balance of Profits Tax provision relating to prior years

Taxation outside Hong Kong
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2001 2000

HK$’000 HK$°000

2,857 11,195
(1,418) (4,796)

1,439 6,399

(237) 680
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Notes on the Accounts

7. DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 161 of the Hong Kong Companies Ordinance is as follows:

2001 2000

HKS$°000 HK$°000

Fees 100 608
Salaries and other emoluments 10,435 7,884
Retirement scheme contributions 330 595
Non-contractual payment for loss of office paid to a director - 1,425
10,865 10,512

Included in the directors’ remuneration were fees of $100,000 (2000: $8,334) paid to the independent non-executive

directors during the year.

The remuneration of the directors is within the following bands:

Number of directors
HKS$ 2001 2000
Nil - 1,000,000
1,000,001 — 1,500,000
1,500,001 — 2,000,000

8. INDIVIDUALS WITH HIGHEST EMOLUMENTS

All the five individuals with the highest emoluments are directors of the Company whose emoluments are disclosed in

note 7 on the accounts.
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Notes on the Accounts
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10.

11.

DIVIDEND
2001 2000
HKS$000 HK$°000
Interim dividend paid of 1 HK cent
(2000: Nil) per share 2,000 -
Final dividend proposed of 1.2 HK cents
(2000: 8.6 HK cents) per share 2,400 17,200

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The profit attributable to shareholders includes a profit of $4,615,159 (2000: $8,807,433) which has been dealt with in

the accounts of the Company.

BASIC EARNINGS PER SHARE

The calculation of earnings per share for the year ended 31 March 2001 is based on the consolidated profit attributable
to shareholders for the year ended 31 March 2001 of $14,075,000 (2000: $58,052,000) divided by 200,000,000 shares
(2000: the weighted average number of 153,005,464 shares after adjusting for the issue and placing of new shares and

capitalisation issue in 2000) in issue during the year.

There were no dilutive potential ordinary shares in issue during the years ended 31 March 2001 and 2000.
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12. FIXED ASSETS

(@) The Group

Furniture,
Leasehold Plant fixtures

Land and improve- and  Computer  and office Motor

buildings ments  machinery  equipment  equipment vehicles Total

HKS$°000 HKS$’000 HKS$’000 HKS$’000 HKS$’000 HKS$’000 HKS$’000
Cost:
At 1 April 2000 33,315 39,912 67,151 6,159 9,820 4275 160,632
Additions 28 60,835 37,308 1,234 2,766 932 49,103
Disposals - (534) - (1,651) (698) (347) (3,230)
Exchange adjustments 79 52 14 4 21 3 173
At 31 March 2001 33,422 46,265 104,473 5,746 11,909 4,863 206,678
Accumulated depreciation:
At 1 April 2000 5,458 17,068 28,953 4,429 3,493 3,841 63,242
Charge for the year 1,574 4,032 6,882 982 1,190 219 14,879
Written back on disposal - (80) - (1,519) (248) (312) (2,159)
Exchange adjustments - 14 4 1 6 1 26
At 31 March 2001 7,032 21,034 35,839 3,893 4,441 3,749 75,988
Net book value:
At 31 March 2001 26,390 25,231 68,034 1,853 7,468 1,114 130,690
At 31 March 2000 27,857 22,844 38,198 1,730 6,327 434 97,390
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79 5 14 4 21 3 173
33422 46,265 104,473 5,746 11,909 4863 206,678
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1,574 4032 6,882 982 1,190 219 14,879
- (80) - (1,519) (248) (312) (2,159)
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7,032 21,034 35,839 3,893 4,441 3,749 75,988
26,390 2531 68,634 1,853 7,468 1,114 130,690
27,857 22,844 38,198 1,730 6,327 434 97,390
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12. FIXED ASSETS (continued)

(b) 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.

(c) The net book value of fixed assets of the Group includes an amount of $26,204,178 (2000: $12,757,190) in respect

of assets held under finance leases.

(d) At 31 March 2001, land and buildings of the Group with net book value of $8,717,144 (2000: $Nil) were pledged

with a bank to secure a loan granted to the Group.

(e) At 31 March 2001, no plant and machinery of the Group (2000: net book value of $5,038,213) were pledged with

a finance Company to secure a loan granted to the Group.

13. INTEREST IN SUBSIDIARIES

2001 2000

HK$’000 HK$°000

Unlisted shares, at cost 170,160 170,160

Amount due from subsidiary 68,349 17,500
Amount due to subsidiary (700) (1,879)

237,809 185,781
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13. INTEREST IN SUBSIDIARIES (continued)

Details of the principal subsidiaries are as follows:

Place of
incorporation/ Particulars Percentage of equity
establishment of issued/ held by the
Name of Company and operations registered capital Company  subsidiary Principal activity
Decca Investment Limited British Virgin Islands 10,000 shares 100% - Investment holding
of US$1 each
Decca Limited (“DL’) Hong Kong 10 ordinary shares - 100% Provision of interior
of $100 each decoration works
and trading of furniture
** 145,600 non-voting - -
deferred shares
of $100 each
Decca (China) Limited Hong Kong 100,000 shares - 100%  Provision of subcontracting
of $1 each services to Group companies
Decca Furniture Limited Hong Kong 100,000 shares - 100% Trading of furniture
of $1 each
HBF (HK) Limited Hong Kong 10,000 shares - 100% Trading of furniture
of $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 SGS$1 each
WEEE B A R ) The People’s $50,000,000 — 100% Manufacturing of
Republic of China furniture and decoration
materials
RS 4 AR M e £ A PR R+ The People’s $1,000,000 - 100% Manufacturing of
Republic of China furniture and provision

of after-sale services

*  Companies not audited by KPMG

** The shareholders of the non-voting deferred shares are only entitled to dividends when the total dividends declared by DL for any financial year
exceeding $1 trillion and, in the case of winding up of DL, are only entitled to receive a return of assets when the total value of assets of DL for
distribution exceeding $5 billion.
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14.

15.

INVENTORIES
The Group

2001 2000
HK$°000 HK$°000
Raw materials 30,810 32,671
Work in progress 49,885 12,730
Finished goods 1,564 1,706
82,259 47,107

Included in raw materials are inventories of $522,892 (2000: finished goods of $346,960) stated net of provision made
in order to state these inventories at the lower of their cost and estimated net realisable value. The remaining finished
goods and the raw materials are stated net of a general provision of $426,570 (2000: $Nil) in order to state the

inventories at the lower of their cost and estimated net realisable value.

TRADE DEBTORS

The ageing analysis of trade debtors net of provisions for bad and doubtful debts is as follows:

The Group
2001 2000
HK$°000 HK$°000
0 — 3 months 66,559 38,215
Over 3 months 29,902 43,103
96,461 81,318

Debts are due within 30 days from the date of billing. Appropriate actions including but not limited to legal actions, will

be taken for debtors with balances that are more than 3 months overdue.
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16. CASHAND CASH EQUIVALENTS

The Group The Company
2001 2000 2001 2000
HK$°000 HK$°000 HK$°000 HK$°000
Deposits with bank 13,866 71,172 837 68,172
Cash at bank and in hand 16,280 7,809 1,283 862
30,146 78,981 2,120 69,034

17. NON-CURRENT INTEREST-BEARING BORROWINGS

The Group
2001 2000
HK$°000 HKS$’000
Bank loans (note 18)
— Unsecured 3,792 -
— Secured - 307
3,792 307
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18.

BANK LOANS

At 31 March 2001, the bank loans were repayable as follows:

Within 1 year or on demand

After 1 year but within 2 years
After 2 years but within 5 years

At 31 March 2001, the bank loans were secured as follows:

Unsecured

Secured

The Group
2001 2000
HKS$°000 HK$°000
17,680 7,090
1,920 307
1,872 =
3,792 307
21,472 7,397

The Group
2001 2000
HK$°000 HKS$’000
12,038 =
9,434 7,397
21,472 7,397

None of the banking facilities of the Group are secured by the pledge of the Group’s fixed deposits (2000: $4,694,780)
at 31 March 2001. The secured bank loans were secured by fixed assets of the Group located in the PRC with net book

value of $8,717,144 (2000: $Nil).
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19. TRADE CREDITORS

The ageing analysis of trade creditors is as follows:

The Group
2001 2000
HK$°000 HK$°000
0 — 3 months 14,037 15,490
Over 3 months 7,451 2,241
21,488 17,731

20. OBLIGATIONS UNDER FINANCE LEASES

At 31 March 2001, the Group and the Company had obligations under finance leases repayable as follows:

The Group

2001 2000
HK$°000 HKS$’000
Within 1 year 8,089 3,452
After 1 year but within 2 years 7,866 1,842
After 2 years but within 5 years 5,177 1,621
21,132 6,915

Finance charges relating to future periods (2,549) (754)
18,583 6,161

Amount due within 1 year included under “other creditors and accruals” (6,698) (3,004)
11,885 3,157
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21. DEFERRED TAXATION

(a) Movements on deferred taxation comprise:

The Group
2001 2000
HK$’000 HK$°000
At 1 April 661 1,061
Transfer to the consolidated profit and loss account (note 6(a)) - (400)
At 31 March 661 661
(b) Major components of deferred tax of the Group are set out below:
2001 2000
Potential Potential
liabilities liabilities
Provided unprovided Provided unprovided
HK$°000 HK$°000 HKS$’000 HKS$’000
Depreciation allowances in excess
of related depreciation 661 4,392 661 4,063
Tax loss - (1,612) - -
661 2,780 661 4,063
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22. SHARE CAPITAL

2001 2000
No. of shares Amount No. of shares Amount
HK$’000 HK$°000
Authorised:
Shares of $0.10 each 400,000,000 40,000 400,000,000 40,000
Issued and fully paid:
At 1 April 200,000,000 20,000 - -
Shares issued - - 60,000,000 6,000
Capitalisation issue - - 140,000,000 14,000
At 31 March 200,000,000 20,000 200,000,000 20,000

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 per cent of
the issued share capital of the Company. The options are exercisable for a period up to ten years from 23 February 2000,

being the date of adoption of the Share Option Scheme.

During the year, no options were granted under the Share Option Scheme.
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23. RESERVES
(@) The Group
Share Contributed Capital Exchange Retained

premium surplus reserves reserve profits Total
HK$°000 HK$’000 HK$’000 HKS$’000 HKS$°000  HK$’000

At 1 April 1999 - - 8,662 295 101,253 110,210
Premium on issue of shares 71,000 - - - - 71,000
Capitalisation issue (14,000) - - - - (14,000)
Share issue expenses (9,082) - - - - (9,082)

Exchange difference on

translation of overseas

subsidiaries - - - 21 - 21
Surplus arising on the

reorganisation - 18,865 - - - 18,865
Profit for the year — - — - 58,052 58,052
Dividend - - - - (17,200) (17,200)
At 31 March 2000 47918 18,865 8,662 316 142,105 217,866
At 1 April 2000 47,918 18,865 8,662 316 142,105 217,866
2000 share issue expenses (278) - - - - (278)

Exchange difference

on translation of overseas

subsidiaries - - - 809 - 809
Profit for the year — - — - 14,075 14,075
Dividend - - - - (4,400) (4,400)
At 31 March 2001 47,640 18,865 8,662 1,125 151,780 228,072
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23.

RESERVES (continued)

(b) The Company

(©)

(d)

(e)

At 1 April 1999

Premium on issue of shares
Capitalisation issue

Share issue expenses

Surplus arising on the Reorganization
Profit for the year

Dividend

At 31 March 2000

At 1 April 2000

2000 share issue expenses
Profit for the year
Dividend

At 31 March 2001

Share Contributed Retained
premium surplus profits Total
HK$°000 HKS$’000 HK$°000 HK$°000
71,000 — — 71,000
(14,000) - - (14,000)
(9,082) - - (9,082)
- 169,367 - 169,367
— - 8,807 8,807
- - (8,807) (8,807)
47,918 169,367 — 217,285
47,918 169,367 - 217,285
(278) — — (278)
_ _ 4,615 4,615
- — (4,400) (4,400)
47,640 169,367 215 217,222

Under the Bye-Laws of the Company, the share premium is distributable in the form of fully paid bonus shares.

In addition to the retained profits, under the Companies Act of Bermuda, the Company’s contributed surplus is

available for distribution to shareholders. However, the directors have no current intention to distribute this

surplus.

The capital reserves and exchange reserve have been set up and will be dealt with in accordance with the

accounting policies adopted for goodwill arising on subsidiaries and foreign currency translation (note 1)

respectively.
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25.

26.

COMMITMENTS

(a) Capital commitments of the Group outstanding at 31 March 2001 not provided for in the accounts were as follows:

2001 2000

HKS$°000 HKS$’000

Contracted for 1,660 7,260
Authorised but not contracted for - -
1,660 7,260

(b) At 31 March 2001, the Group had commitments under operating leases to make payments in respect of properties

in the next year as follows:

2001 2000
HK$°000 HKS$’000

Leases expiring:
Within 1 year 68 422
After 1 year but within 5 years 6,272 3,778
6,340 4,200

CONTINGENT LIABILITIES

At 31 March 2001, there were contingent liabilities in respect of counter-guarantee, amounting to $33,751,000 (2000:
$29,361,000), 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.

MATERIAL RELATED PARTY TRANSACTIONS

During the year, the Group paid rental of $2,714,940 (2000: $2,714,940) in respect of the Group’s office premises,
showrooms and warehouses on normal commercial terms to a company of which certain shareholders and directors of
the Company are shareholders and directors. The amount due to this related company at the year end amounted to $Nil
(2000: $177,635).
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27. COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform with current year’s presentation.

28. ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company at 31 March 2001 to be Peasedow Enterprises Limited, which is

incorporated in the British Virgin Islands.
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