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Notes to the Consolidated Financial Statements

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 consolidated financial statements are presented in Hong Kong dollars, which is the same as the functional
currency of the Company.

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

APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applied, for the first time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) and Interpretations (hereinafter collectively
referred to as “new HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”) that
are effective for accounting periods beginning on or after 1 January 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the consolidated income statement, consolidated balance sheet,
consolidated cash flow statement and consolidated statement of changes in equity. The changes in presentation have
been applied retrospectively. The adoption of the new HKFRSs has resulted in changes to the Group’s accounting
policies in the following areas that have an effect on how the results for the current and prior accounting years are
prepared and presented:

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-based payment” (“HKFRS 2”) which requires an expense
to be recognised where the Group buys goods or obtains services in exchange for shares or rights over shares
(“equity-settled transactions”), or in exchange for other assets equivalent in value to a given number of shares or rights
over shares (“cash-settled transactions”). The principal impact of HKFRS 2 on the Group is in relation to the expensing
of the fair value of share options granted to directors and employees of the Company, determined at the date of grant
of the share options, over the vesting period. Prior to the application of HKFRS 2, the Group did not recognise the
financial effect of these share options until they were exercised. HKFRS 2 is effective for option granted on or after 7
November 2002 and not yet vested at 1 April 2005. As all share options are granted before 7 November 2002,
therefore, the change in accounting policy has had no effect on the results for the current or prior periods.
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Notes to the Consolidated Financial Statements

2. APPLICATION OF HONG KONG FINANCIAL REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (continued)

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were included in property, plant and equipment and
measured using the cost model. In the current year, the Group has applied HKAS 17 “Leases”. Under HKAS 17, the
land and buildings elements of a leasehold land and buildings are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated reliably between the land and buildings elements, in
which case, the entire lease is generally treated as a finance lease. To the extent that the allocation of the lease
payments between the land and buildings elements can be made reliably, the leasehold interests in land are reclassified
to prepaid lease payments under operating leases, which are carried at cost and amortised over the lease term on a
straight-line basis. This change in accounting policy has been applied retrospectively (see note 3 for the financial
impact).

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

The cumulative effects of the application of the new HKFRSs on the balance sheet as at 31 March 2005 and 1 April
2005 are summarised below:

As at
As at 31 March 2005
31 March 2005 (restated) and
(originally stated) Adjustments 1 April 2005
HK$’'000 HK$’000 HK$’000
Balance sheet items
Impact on HKAS 17
Property, plant and equipment 100,200 (2,786) 97,414
Prepaid lease payments - 2,786 2,786
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Notes to the Consolidated Financial Statements

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(continued)

The Group has not early applied the following new standards, interpretations and amendments that have been issued
but are not yet effective as at 31 March 2006 (the “New Standards”).

HKAS 1 (Amendment) Capital disclosures'

HKAS 19 (Amendment) Actuarial gains and losses, group plans and disclosures?

HKAS 39 (Amendment) Cash flow hedge accounting of forecast intragroup transactions?

HKAS 39 (Amendment) The fair value option®

HKAS 39 & HKFRS 4 Financial guarantee contracts?

(Amendments)

HKFRS 6 Exploration for and evaluation of mineral resources?

HKFRS 7 Financial instruments: Disclosures’

HK(IFRIC) — INT 4 Determining whether an arrangement contains a lease?

HK(IFRIC) — INT 5 Rights to interests arising from decommissioning, restoration and environmental
rehabilitation funds?

HK(IFRIC) — INT 6 Liabilities arising from participating in a specific market-waste electrical and
electronic equipment®

HK(FRIC) - INT 7 Applying the restatement approach under HKAS 29 Financial Reporting in
Hyperinflationary Economies*

HK(IFRIC) — INT 8 Scope of HKFRS 2°

HK(FRIC) - INT 9 Reassessment of embedded derivatives®

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

2 Effective for accounting periods beginning on or after 1 January 2006.

3 Effective for accounting periods beginning on or after 1 December 2005.

4 Effective for accounting periods beginning on or after 1 March 2006.

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

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

The Group has commenced considering the potential impact of the New Standards, and determined that except for
HKAS 39 and HKFRS 4 (Amendments) “Financial guarantee contracts”, the management anticipates the application of
the New Standards will have no material impact on the Group’s financial statements.

HKAS 39 and HKFRS 4 (Amendments) require financial guarantee contract which is within the scope of HKAS 39 to be

measured at fair value on initial recognition. The management determined that it is not yet in a position to reasonably
ascertain how the amendment may affect the results of operations and financial position of the Group.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the historical cost basis and in accordance with HKFRSs
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 its subsidiaries.

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.

Interest in associates

The results and assets and liabilities of associates are incorporated in these financial statements using the equity
method of accounting. Under the equity method, investments in associates are 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.

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.
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Notes to the Consolidated Financial Statements

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.

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.

Rental income under operating leases is recognised on a straight-line basis over the lease terms.

Service fee income is recognised when service is provided.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment

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

Depreciation 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.

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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Taxation 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
income statement because it excludes items of income or expense that are taxable or deductible in other years, and it
further excludes items 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 the tax expected to be payable or recoverable on differences between the carrying amount of assets
and liabilities in the 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.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, except where the Group is able to control the reversal of the temporary difference and it is probable that
the temporary differences will not reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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

Retirement benefits scheme

Payments to Mandatory Provident Fund Scheme and state-managed retirement benefit scheme are charged as an
expense as they fall due.

DECCA HOLDINGS LIMITED Annual Report 2006



R e ISR R MR

4. FEEatB®E &)
MR (M)

RERBEEZIREEDNSEAE B ETRY - X TUARNR  BEEXLERHERTEN A HZE
ABOEERAEER TERARL -

ELEHRBERBRERNEEFEXEELR AR IHEE - EERBRBSRNBKRHFTA - RIFE
BARTERCEa MR EERS AR ZRE  EXBATEEHATNEDEPEIE

8

FEDARASAERFEMET IREEAR  KABREEYH  BERTIERSTFEXEREGHI
RARFABZREE (WER) - KAAMEFEFE - IR FENEEBHERETKZEETRA
KAEH  BERDHAT LKA

BESWH

4

ERAISEHEAZESOKRE  SAREAIERNEERSHEAD 2 TRBERFTARKRERA - WAZK
FECEKIEZEEFE -

ETRRAIEMBEIRESHORRE  SAORAINEZEE HFEER/FX -
ERAENKAGAIRBUASHORAR  BHEBRENNEIARMAX
FREANZERMACHEENA N EEERENINGC EREEBRZEZNFIR - RIBRBENEKRE
FZRERHNREEY - FREENFIABARES QMR LD ER RN EREREE - RISREN
BNEPZEEANFEZY - FEAM IREMABMKIZEMNSR  VEEEERBRANBERA
RZANRIBEAR HEHABEBRUBREFETRIRER  EXFIIAN  MIEBFIBEEEEABRUARE
WRRTA & HoAl R I BR TR ARR -

EBHhest®

B H 2z 9w i 1 A RS & BB R B IR AR I AR U AT &I R

mE}

LA ABR




75

)i ‘ibi‘"lﬁ =

Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

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. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

The Group’s financial assets are mainly loans and receivables. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time frame established by regulation or convention in the
market place. 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
debtors, 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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Financial liabilities

Financial liabilities including trade creditors, amounts due to customers for contract work, other creditors and accruals,
obligations under finance leases and bank borrowings are subsequently measured at amortised cost, using the
effective interest rate method.

Equity instruments

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

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 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.
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Notes to the Consolidated Financial Statements

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the entity’s accounting policies which are described in note 4, management has made the
following estimation that have significant effect on the amounts recognised in the consolidated financial statements.
They 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

The policy of allowance for bad and doubtful debts of the Group is based on the evaluation of collectability and aging
analysis of accounts and on management’s estimation. A considerable amount of judgment is required in assessing
the ultimate realisation of these receivables, including the current creditworthiness and the past collection history of
each customer and the estimation of the future cash flows discounted at the original effective rate to calculate the
present value. If the financial conditions of customers of the Group were to deteriorate, resulting in an impairment of
their ability to make payments, additional allowances may be required.

Allowances for inventories

The management of the Group reviews aged analysis at each balance sheet date, and makes allowance for obsolete
and slow-moving inventory items identified that are no longer suitable for use in production. The management
estimates the net realisable value for such 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.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade debtors, amounts due from (to) customers for contract work,
amount due from an associate, bank balances, trade creditors, other creditors and accruals and bank borrowings.
Details of these financial instruments are disclosed in 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.

Currency risk

Several subsidiaries of the Company have foreign currency sales, which expose the Group to foreign currency risk.

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.
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Notes to the Consolidated Financial Statements

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Interest rate risk

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

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterparties failure to perform their obligations as at
31 March 2006 in relation to each class of recognised financial assets is the carrying amount of those assets as stated
in the consolidated balance sheet. 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.

REVENUE

Revenue, which is also the turnover of the Group, represents the sales value of goods supplied to customers and
service revenue from interior building works, and is analysed as follows:

2006 2005

HK$’000 HK$’000

Sales of furniture and fixtures 389,035 299,415
Service revenue from interior building works 95,639 57,971
484,674 357,386
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Notes to the Consolidated Financial Statements

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

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

Business segments

2006 2005

Contribution Contribution

Consolidated to operating Consolidated to operating

turnover profit turnover profit

HK$°000 HK$°000 HK$’000 HK$'000

Sales of furniture and fixtures 389,035 45,503 299,415 19,577

Interior building works 95,639 5,273 57,971 506

Total 484,674 50,776 357,386 20,083

Other income 924 1,298

Unallocated corporate expenses (95) (65)
Write back (allowance) for amount

due from an associate 900 (900)

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

Finance costs (3,797) (2,037)

Profit before taxation 46,739 18,379

Taxation (7,941) (3,603)

Profit for the year 38,798 14,776
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Notes to the Consolidated Financial Statements

8. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)

Balance sheet

2006 2005
Sales of Interior Sales of Interior
furniture building furniture building
and fixtures works Consolidated  and fixtures works  Consolidated

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

ASSETS

Segment assets 328,253 59,876 388,129 260,547 46,402 306,949
Investment in an associate 3,134 -
Amount due from an associate 8,046 10,737
Unallocated corporate assets 496 929
Consolidated total assets 399,805 318,615
LIABILITIES

Segment liabilities 69,238 36,868 106,106 46,796 17,255 64,051
Unallocated corporate liabilities 67,631 61,247
Consolidated total liabilities 173,737 125,298

Other information

2006 2005

Sales of Interior Sales of Interior

furniture building furniture building

and fixtures works and fixtures works

HK$’000 HK$°000 HK$’000 HK$'000

(restated) (restated)

Capital additions 41,670 7,661 16,660 3,031

Depreciation and amortisation 15,895 3,484 16,021 2,810

Allowance and write off of bad

and doubtful debts 3,969 1,971 3,921 5,915
Allowance for amounts due from

customers for contract work - - — 300
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Notes to the Consolidated Financial Statements

8. 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
2006 2005
HK$’000 HK$’000
America 291,284 208,426
Hong Kong SAR 108,490 79,380
Europe 35,748 31,883
Mainland China 28,538 24,717
Other countries in Asia 20,614 12,980
484,674 357,386

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 Additions to property,

of segment assets plant and equipment
2006 2005 2006 2005
HK$’000 HK$'000 HK$’000 HK$’000
(restated)
Mainland China 161,552 151,656 36,833 18,587
Hong Kong SAR 132,272 82,324 3,582 457
America 92,011 72,478 8,892 633
Other countries in Asia 2,790 1,420 24 14
388,625 307,878 49,331 19,691

DECCA HOLDINGS LIMITED Annual Report 2006



L"iii*Lﬁ g
: N

R B A% R AR MY R

8. E¥BFRMENSEH ()

it i B 5

TRz HMRBRBEHEMFEMIELN U TERER/ REHREMLE -

RSB SHNEERA
—EEXRE —ETERHF
THET THE T
=M 291,284 208,426
ERERTHRE 108,490 79,380
BOM 35,748 31,883
R ER A A, 28,538 24,717
o8 M E b B =} 20,614 12,980
484,674 357,386

TR Z DM RBEMAERZEI SN D BEERAELYE  BEARKBENEEFX :

ME BB
PHEEE )3 ]

REE HEEMX
“EBEXRE ~—TTHE "BBRE _~—TTAHE
FET FAT THET FAT
(E3)
A A b 161,552 151,656 36,833 18,587
BEARARFRITHE 132,272 82,324 3,582 457
EM 92,011 72,478 8,892 633
oM E b Bl X 2,790 1,420 24 14
388,625 307,878 49,331 19,691

EEEBRARAFE —ZTBREFH 88



)i ‘ibi‘"lﬁ

Notes to the Consolidated Financial Statements

9. OTHER INCOME

2006 2005
HK$’000 HK$’'000
Interest income 362 54
Sundry income 550 712
Rental income 12 532
Long outstanding other payables written back - 1,046
924 2,344
10. FINANCE COSTS
2006 2005
HK$’000 HK$’000
Interest on:
Bank borrowings wholly repayable within five years 3,500 1,912
Finance leases 297 125
3,797 2,087
11. DIRECTORS’ EMOLUMENTS
The emoluments paid or payable to each of ten (2005: 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 - 2,035 63 2,098
Liu Hoo Kuen - 1,906 63 1,969
Richard Warren Herbst - 1,929 39 1,968
Kwan Yau 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 4 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
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Notes to the Consolidated Financial Statements

11. DIRECTORS’ EMOLUMENTS (continued)

Retirement

Directors’ Salaries and benefits scheme
fees other benefits contributions Total
HK$’000 HK$'000 HK$’000 HK$’000
Tsang Chi Hung - 2,014 63 2,077
Liu Hoo Kuen - 1,971 63 2,034
Richard Warren Herbst = 1,547 30 1,577
Kwan Yau Choi - 2,014 63 2,077
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 29 - - 29
Total for 2005 129 11,266 350 11,745

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.

12. EMPLOYEE’S EMOLUMENTS
In 2008, of the five individuals with the highest emoluments in the Group, four were directors of the Company whose

emoluments are included in the disclosures in note 11 above. The salaries and other benefits, and contributions to
retirement benefits scheme of the remaining one individual amounted to HK$1,872,000.

The five highest paid individuals in the Group in 2005 are all directors of the Company and details of their emoluments
are included in note 11 above.
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13. TAXATION

Hong Kong Profits Tax
— current year
— overprovision in prior years

Other jurisdictions
Other regions in the PRC

Deferred taxation (note 26)
— current year

Jra=—is .

Notes to the Consolidated Financial Statements

2006
HK$°000

(7,310)
74

(7,236)
(1,724)
(846)

(9,806)

1,865

(7,941)

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

N

2005
HK$’000

(1,810)
7

(1,803)

(1,039)

(2,842)

(761)

(3,603)

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 income statement as follows:

Profit before taxation

Taxation at the Hong Kong Profits Tax rate of 17.5%

Tax effect of expenses not deductible for tax purposes

Tax effect of income not taxable for tax purposes

Qverprovision in respect of prior year

Tax effect of deferred tax assets not recognised

Utilisation of deferred tax assets previously not recognised

Tax effect of share of result of associate

Effect of different tax rates of subsidiaries operating in other jurisdictions
Others

Taxation

Details of deferred taxation are set out in note 26.
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2006
HK$’000

46,739

8,179
118
(206)
(74)
460
(701)
345
(146)
(34)

7,941

2005
HK$’000

18,379

3,216
525
(119)
(7)
749
(552)
(58)
(151)

3,603



BB EHR

—RNFEE
—BEFEBRER
H i 3h [

B AR AMEHE bt [

ARSI (K 7E26)
—REE

|
i

| I

=T
= d

*®
¥+

d

AN

&

(7,310)
74

(7,236)
(1,724)
(846)

(9,806)

1,865

(7,941)

BEMNERIDRIER R17.5%5 UM EFE 2 ERRBENAE

==la
1

R B A% R AR MY R

13. 18

RAEEARAMBEEMAIEMR 2 BRBIETEARRMBEWE R EMEBRIE MR 2 HEDHIFE -

AEF2HIAARKSRAZBRANGFERAT :

7% Al i A

BEBNESB B E17.5%ET

XHE R AEMR BT 2

WH TR 2B B &
BEFEMBEER
RERCEEMBEE L HBHE
FREMABRRZELEHREEE
BERNREBENEIMBTE
FHMAEMBREEEL 2 WB AR 2 TR X
H A

HJJ
W

Lﬂ

/

MR

EFERIR 2 F 1B FIA M FE26

—EERSE

FExT

46,739

8,179
118
(206)
(74)
460
(701)
345
(146)
(34)

7,941

2E B AR A

—ETHF
FAT
18,379

3,216
525
(119)

749
(552)

(58)
(151)

3,603

= 55 5 TR AR AR



Notes to the Consolidated Financial Statements

Jra=—is .

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

15.

16.

Profit for the year attributable to equity holders of the Company
has been arrived at after charging:

Allowance for slow moving inventories
Auditors’ remuneration
Amortisation of prepaid lease payments (included in administrative expenses)
Depreciation and amortisation
Owned assets
Assets held under finance leases
Staff costs:
Directors’ emoluments (note 11)
Salaries and allowances
Other retirement benefits scheme contributions

Loss on disposals of property, plant and equipment
Operating lease rentals paid in respect of rented properties
Net foreign exchange loss

DIVIDENDS

Interim dividend paid — HK2.0 cents (2005: HKO.8 cent) per share
Final dividend paid — HK1.4 cents (2005: nil) per share

A final dividend of HK3.85 cents (2005: HK1.4 cents) has been proposed at the balance sheet date.

EARNINGS PER SHARE

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

Earnings for the year

Number of shares

Weighted average number of ordinary shares for the
purpose of basic earnings per share

2006 2005
HK$’000 HK$’000
(restated)

2,271 2,544
1,279 1,048
168 175
17,547 17,430
1,832 1,401
12,134 11,745
72,687 63,319
2,519 2,163
87,340 77,727
3,105 1,201
5,287 4,864
843 679
2006 2005
HK$’000 HK$’000
4,000 1,600
2,800 -
6,800 1,600
2006 2005
HK$’000 HK$’000
38,798 14,776
’000 '000
200,000 200,000

No diluted earnings per share have been presented because the exercise price of the Company’s options was higher

than the average market price for shares for both 2006 and 2005.
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Notes to the Consolidated Financial Statements

17. PROPERTY, PLANT AND EQUIPMENT

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 2004

- As originally stated 35,383 52,449 113,358 6,020 15,298 5,167 - 227,675

- Reclassified to prepaid

lease payments (3,460) - - - - - - (3,460)

- As restated 31,923 52,449 113,358 6,020 15,298 5,167 - 224,215
Addttions 806 5,282 11,145 683 1,825 - - 19,691
Disposals - - (2,918) (60) (45) - - (3,023)
At 31 March 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
Transfer - - - 45 (45) - - -
At 31 March 2006 31,608 64,047 128,062 5,392 18,825 1477 27,938 283,349
DEPRECIATION AND

AMORTISATION
At 1 April 2004

- As originally stated 1,797 33,812 62,961 5,064 8,441 4,501 - 126,576

- Reclassified to prepaid

lease payments (1,013) - - - - - - (1,013)

- As restated 10,784 33,812 62,961 5,064 8,441 4,501 - 125,563
Charge for the year 1,496 4,312 10,368 707 1,612 336 = 18,831
Eliminated on disposals - - (880) - (45) - - (925)
At 31 March 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) [77) (495) - (4,024)
Exchange realignment 163 242 291 29 47 19 = 791
Transfers - - - 44 (44) - - -
At 31 March 2006 13,847 42,884 82,104 4,072 11,580 5,128 - 159,615
CARRYING VALUES
At 31 March 2006 17,761 21,163 45,958 1,320 7,245 2,349 27,938 123,734
At 31 March 2005 20,449 19,657 49,136 872 7,070 330 - 97,414
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Notes to the Consolidated Financial Statements

17. PROPERTY, PLANT AND EQUIPMENT (continued)

Lf‘iﬁi‘"la =

N

The above items of property, plant and equipment are depreciated 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%
Furniture, fixtures and office equipment 10%
Plant and machinery 10%
Computer equipment 20%
Motor vehicles 20%

All buildings of the Group are located in the PRC under medium-term leases. The Group is granted the right to use the

land, including construction of buildings thereon, until 2018.

The carrying value of property, plant and equipment of the Group includes an amount of approximately HK$7,422,000

(2005: HK$7,512,000) in respect of assets held under finance leases.

At 31 March 2006, buildings of the Group with carrying value of approximately HK$6,272,000 (2005: HK$6,666,000)

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

18. PREPAID LEASE PAYMENTS

The Group’s prepaid lease payments comprise:

Medium-term leasehold land outside Hong Kong

Analysed for reporting purposes as:

Non-current asset
Current asset
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Notes to the Consolidated Financial Statements

19. INVESTMENT IN AN ASSOCIATE

2006 2005

HK$’000 HK$’'000

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

At 31 March 2006, the Group had interests in the following associate:

Proportion of

Form of Place of nominal value
business incorporation Class of of issued capital

Name of entity structure and operations share held  held by the Group Nature of business
%

Vielie Flooring Limited Incorporated Hong Kong Ordinary 50 Manufacturing of

wooden flooring
The Group’s entitlement to share in the loss of its associate is in proportion to its ownership interest.

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

2006 2005

HK$’000 HK$'000

Total assets 36,227 26,897
Total liabilities (29,959) (30,114)
Net assets (liabilities) 6,268 8,217)
Group’s share of net assets of an associate 3,134 =
Revenue 24,396 6,210
Loss for the year (722) (2,891)
Group’s share of results for the year (1,969) -
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Notes to the Consolidated Financial Statements

19. INVESTMENT IN AN ASSOCIATE (continued)
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The Group has discontinued recognition of its share of losses of associate. The amounts of unrecognised share of the

associate, extracted from the relevant financial statements of associate, both for the year and cumulatively, are as

follows:

Unrecognised share of losses of associate for the year

Accumulated unrecognised share of losses of associate

20. INVENTORIES

Raw materials
Work in progress
Finished goods

2006
HK$’000

2006
HK$’000

35,333
34,559
19,424

89,316

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

Contracts in progress at the balance sheet date
Contract costs incurred plus recognised profits less recognised losses
Less: Progress billings

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

2006
HK$’000

67,525

(74,806)

(7,281)

9,230

(16,511)

(7,281)

2005
HK$'000

(1,445)

(1,608)

2005
HK$'000

22,264
21,024
29,415

72,703

2005
HK$’000

130,592
(124,884)

5,708

8,048
(2,340)

5,708

At 31 March 2006, there were HK$1,931,000 (2005: nil) retention monies held by customers for contract work
performed and there were advances of HK$1,005,000 (2005: HK$130,000) received from customers for contract work

performed.

The directors consider that the fair values of the Group’s amounts due from (to) customers for contract work

approximate the corresponding carrying amounts.
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Notes to the Consolidated Financial Statements

22. OTHER CURRENT FINANCIAL ASSETS

23.

)i ‘ibi‘"lﬁ =

N

2006 2005
HK$’000 HK$’000
Trade debtors 120,387 102,179
Less: Allowances for bad and doubtful debts (20,460) (15,810)
99,927 86,369

The following is an aged analysis of trade debtors at the reporting date:
2006 2005
HK$’000 HK$’000
0 - 30 days 47,183 16,100
31 -90 days 19,311 41,386
> 90 days 33,433 28,383
99,927 86,369

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.

The directors consider that the fair values of the Group’s trade debtors and amount due from an associate at 31 March
2006 approximate the corresponding carrying amounts.

Bank balances and cash comprise cash held by the Group. These balances receive interest at an average rate of 3.0%
(2005: 0.08%). The carrying amount of these assets approximates their fair value. Bank balances and cash of
approximately HK$20,342,000 and HK$5,409,000 (2005: HK$573,000 and HK$5,461,000) were denominated in
United States dollars and Renminbi respectively.

OTHER FINANCIAL LIABILITIES

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

2006 2005

HK$’000 HK$’000

0 - 30 days 23,646 9,468
31 -90 days 4,170 9,644
> 90 days 6,234 7,126
34,050 26,238

The directors consider that the fair values of the Group’s other financial liabilities approximate the corresponding
carrying amounts.
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Notes to the Consolidated Financial Statements
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24. OBLIGATIONS UNDER FINANCE LEASES

25.

Amounts payable under finance leases
— within one year
— after one year but within two years

Less: Future finance charges

Present value of lease obligations

Less: Amount due within one year
classified as current liabilities

Amount due after one year

Minimum

lease payments

Present value of minimum

lease payments

2006 2005 2006 2005
HK$°000 HK$'000 HK$’000 HK$'000
2,958 2,661 2,738 2,435
2,340 3,305 2,229 3,185
5,298 5,966 4,967 5,620
(331) (346) - —
4,967 5,620 4,967 5,620
(2,738) (2,435)
2,229 3,185

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 2006, the average effective borrowing rate was 6% 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.

BANK BORROWINGS

Bank borrowings comprise the following:

Bank loans
Bank overdrafts

Secured
Unsecured
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HK$’000

50,095
1,928
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9,434
37,506

46,940
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Notes to the Consolidated Financial Statements

25. BANK BORROWINGS (continued)

2006 2005
HK$’000 HK$’000
The maturity profile of the above borrowings is as follows:
On demand or within one year 25,026 46,940
More than one year, but not exceeding two years 11,005 =
More than two years, but not exceeding five years 15,992 -
52,023 46,940
Less: Amounts due within one year shown under
current liabilities (25,026) (46,940)
Amounts due after one year shown under non-current liabilities 26,997 -
The exposure of the Group fixed-rate borrowings and the contractual maturity is as follows:
2006 2005
HK$’000 HK$’000
Fixed rate borrowings:
Within one year 4,808 9,434

In addition, the Group has variable-rate borrowings which carry interest at floating rate. Interest is repricing 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:

2006 2005

Effective interest rate:
Fixed-rate borrowings 6.1% 5.8%
Variable-rate borrowings 3.6% to 8.2% 2% t0 5.8%

The Group’s borrowings amounting to approximately HK$45,728,000 (2005: HK$22,011,000), HK$4,808,000 (2005:
HK$23,585,000), HK$1,487,000 (2005: HK$843,000) and nil (2005: HK$501,000) were denominated in Hong Kong
dollars, Renminbi, United States dollars and Swiss France respectively.

At 31 March 2006, certain bank loans were secured by the Group’s buildings with carrying value of HK$6,272,000
(2005: HK$6,666,000).
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Notes to the Consolidated Financial Statements

26. DEFERRED TAXATION

The followings are the major deferred tax liabilities and assets recognised and movements thereon during the current

and prior reporting years:

At 1 April 2004
(Credit) charge to income statement
for the year

At 31 March 2005
Credit to income statement for the year

At 31 March 2006

Bad and Accelerated
doubtful tax Tax
debts depreciation losses Total
HK$'000 HK$’000 HK$ 000 HK$'000
- 7,698 (1,923) 5,775
- (1,162) 1,923 761
- 6,536 - 6,536
(1,076) (789) - (1,865)
(1,076) 5,747 - 4,671

At the balance sheet date, the Group has estimated unused tax losses of HK$102,317,000 (2005: HK$103,694,000)
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.

27. SHARE CAPITAL

Share capital

Ordinary shares of HK$0.10 each:

Authorised

Issued and fully paid
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2006 & 2005
Number Nominal
of shares value
HK$'000
400,000,000 40,000
200,000,000 20,000
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Notes to the Consolidated Financial Statements

28.

29.

30.

MAJOR NON-CASH TRANSACTIONS

(i) During the year, the Group entered into finance lease arrangements in respect of assets with a total capital value
at the inception of the leases of HK$2,106,000 (2005: HK$4,262,000).

(i)  The increase in investment in an associate of HK$5,000,000 (2005: nil) was settled by capitalisation of the
amount due from the associate with the equivalent amount.

CONTINGENT LIABILITIES

At 31 March 2006, there were contingent liabilities in respect of jointly guarantee with a third party to secure the finance
leases granted to an associate. At 31 March 2006, the obligations under finance leases in the books and records of
the associate amounted to approximately HK$2,662,000 (2005: HK$4,817,000).

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:

2006 2005

HK$’000 HK$'000

Within one year 5,319 5,208
In the second to fifth year inclusive 6,630 10,871
11,949 16,079

Leases are negotiated for an average term of three years and rentals are fixed for the lease period.
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Notes to the Consolidated Financial Statements

31.

32.

CAPITAL COMMITMENTS

2006 2005
HK$’000 HK$’000
Capital expenditure in respect of the acquisition of property, plant and
equipment contracted for but not provided in the financial statements 7,705 1,539
Capital expenditure in respect of the acquisition of property,
plant and equipment authorised but not contracted for 8,580 23,500

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 2006, 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 tables disclosed details of the Company’s share options granted to directors and movements in such

holdings during the year:
Outstanding Movement Movement Outstanding
Exercise Vesting Exercise at during  Outstanding at during at
Date of grant price period period 1.4.2004 the year 31.3.2005 the year 31.3.2006
HK$
1.9.2001 1.9.2002
31 August 2001 080 1031.8.2002 t031.8.2007 5,000,000 - 5,000,000 - 5,000,000
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Notes to the Consolidated Financial Statements

33.

34.

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 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$2,918,000 (2005:
HK$2,594,000) and HK$40,000 (2005: HK$81,000) respectively for the year ended 31 March 2006.

RELATED PARTY TRANSACTIONS

Apart from the amount due from an associate as disclosed in note 22, during the year, the Group paid rentals and
building management fee of approximately HK$2,136,000 (2005: HK$1,815,000) 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:

2006 2005

HK$’000 HK$’000

Short-term benefits 11,775 11,395
Post-employment benefits 359 350
12,134 11,745

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

DECCA HOLDINGS LIMITED Annual Report 2006
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Notes to the Consolidated Financial Statements

35. PARTICULARS OF SUBSIDIARIES

Details of the Company’s subsidiaries at 31 March 2006 are as follows:

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 Investment British Virgin 10,000 shares 100% — Investment
Limited [slands 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 1)
Decca Limited Hong Kong 2 ordinary shares = 100% Interior decoration
of HK$1 each works
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) Singapore 2 shares - 100% Trading of furniture

Pte Ltd

of SG$1 each
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Notes to the Consolidated Financial Statements

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
HBF Showroom Pte Ltd Singapore 750,000 shares = 100% Trading of furniture
of SG$1
Decca Furniture (USA) Inc. United States 10,000 shares of - 100% Investment holding
of America US$0.01 each
Decca Hospitality State of North Capital contribution - 100% Trading of furniture
Furnishings, LLC Carolina of US$154,285.71
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
REEEZABRAA PRC HK$50,000,000 - 100% Manufacture of
(Note 2) furniture and
decoration
materials
REGHNRLEH PRC HK$3,600,000 - 100% Manufacture
HRAF (Note ) of furniture and
provision of
after-sale services
Decca Furniture Thailand 2,450 shares of = 100% Trading of furniture
(Thailand) Limited Baht 100 each
Notes:
1. The shareholders of the non-voting deferred shares are only entitled to dividends when the total dividends declared by DML for any

financial year exceeding 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 exceeding HK$5 billion.

2. A wholly foreign owned enterprise established under the laws of PRC.

3. A co-operative joint venture established under the laws of PRC.
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