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Oriental Watch Holdings Limited RAXRTEEBR A A

Chairman’s Statement and Management’s Discussion and Analysis

TEHMEREEENWR DM

During the year ended 31st March 2007, the strong
performance of the Group business enabled the Group to
achieve double digit turnover growth.

Financial results and final dividend

Turnover for the year was HK$2.6 billion, an increase of 31%
over the last year.

Profit for the year was HK$94.9 million, an increase of 45%
compared with last year.

In view of these results, the Board is recommending the
payment of a final dividend of 5.5 cents per ordinary share.

The final dividend together with the interim dividend of 2.5
cents per ordinary share amounts to a total annual dividend of
8.0 cents per ordinary share, an increase of 283% compared
with last year.

Market overview

During the past year, the Group’s markets in Mainland China,
Hong Kong and Macau experienced a strong boom in their
economies. In Hong Kong alone, the economy grew an
impressive 6.9% over the past year. The stock market and the
real estate market for both commercial buildings and luxury
houses have increased significantly. As a result, the overall
atmosphere in the retail market is very positive. The effect on
the retail sector for luxury goods such as watches has been
equally favorable. The Group has been attentive to this
increased vitality and thus has managed to increase our market
share in that sector.

Hong Kong

We have recorded strong sales figures from the opening of
our new concept shop in the heart of Causeway Bay in May
2006. This shop is the first we have designated as an exclusive
boutique for connoisseurs of specialty and luxury watches.
The elegant interior, high-quality service, and excellent
selection of products have attracted more prosperous
consumers, which are reflected in the higher sales price
average this year.
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BHRTEEARAT Oriental Watch Holdings Limited

Chairman’s Statement and Management’s Discussion and Analysis

TEHMEREEENWR DM

Market overview (Continued)
Hong Kong (Continued)

Continuing in this vein, our Yau Ma Tei branch will soon be
relocated to the new landmark of Jordan — JD Mall. With this
move, we will be enlarging the shop and employing the same
concept of providing elegant surroundings, quality service and
more exclusive product selections for high-end consumers.

At the second quarter of this year, we will be opening our
most prestigious shop to date, at 100 Queen’s Road, Central,
Hong Kong. At 18,000 square feet over two levels, it will be
one of the largest watch retail shops in Asia. The shop has
been designed for luxury, elegance, and exclusivity. With its
spacious interiors and cultured atmosphere, it will present a
new level in luxury watch retailing. Situated in the high-caliber
consumer base of Central, we will be positioning the Group to
become a major stakeholder in the luxury watch retail market.

PRC

In the past year, the Group has opened six new Rolex and
Tudor shops throughout China, in Inner Mongolia, Beijing,
Suzhou, Wuxi, Changchun and Nanjing. By the end of this
year, we will have opened more than thirty points of sales in
the PRC and will continue to research good locations for
continued expansion. The Group has also purchased a new,
larger office in Shanghai at Huai Hai Zhong Road of Luwan
District, a major business area, to consolidate functions for
better management of our PRC business.

The PRC segment of the Group has shown an impressive
turnover growth of 55% over last year, with profits growing
125%. With the current economic boom in China, we are
confident that our investments in the region will continue to
show rewards in the future.

As the PRC economy further develops, we expect competition
for the luxury, brand name watch retail market to increase.
However, our early entrance into the market has allowed us to
establish brand recognition with the consumers, and our
penetration of the sector has continued successfully. Through
the years, we have cemented our relationships with major
suppliers to become one of the most reliable distributors in
the PRC. We continue to invest in the PRC by opening
boutiques for quality brands. We believe that the region’s
market potential is still very strong, and we will continue to
take advantage of the opportunities it presents.
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Oriental Watch Holdings Limited RAXRTEEBR A A

Chairman’s Statement and Management’s Discussion and Analysis

TEHMEREEENWR DM

Prospects

The Group’s past investments into the PRC have been very
capital-intensive and were expected to take some time to grow.
Now, we are seeing the benefits of our efforts growing and
accumulating. In the coming year, our expansion into the PRC
will be continuing through the opening of 10-15 single brand
name watch shops. By concentrating on opening single brand
name watch shops, we will have more control over capital and
inventory, which will allow us to better develop the market for
that brand and provide us with more successful results.

We continue to maintain our dividend policy of providing a
consistent return to our shareholders, as this will lead the
Oriental Watch Group to a solid and successful future.

Financial Review
Liquidity and financial resources

At 31st March 2007, the Group’s total equity reached HK$850
million, compared with HK$765 million as at 31st March 2006.
The Group had net current assets of HK$658 million, including
pledged bank deposits and bank and cash balances of
HK$170 million as at 31st March 2007 compared with balances
of HK$598 million and HK$102 million respectively as at 31st
March 2006. At 31st March 2007, bank loans and overdrafts
totalled 278 million (31st March 2006: HK$190 million). At 31st
March 2007, the gearing ratio (defined as total bank borrowing
on total equity) was 0.33 (31st March 2006: 0.25).

Management still considers that financial position of the Group
is healthy with adequate funds and unused banking facilities.

Foreign exchange exposure

The Group’s sales and purchase transactions are primarily
denominated in Hong Kong dollars and Renminbi. The Group
did not face significant risk from exposure to foreign exchange
fluctuations.
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BHRTEEARAT Oriental Watch Holdings Limited

Chairman’s Statement and Management’s Discussion and Analysis

TEHMEREEENWR DM

Financial Review (Continued)
Capital structure

During the year ended 31st March 2007, there was no
significant change to the capital structure.

Charge on group assets

At the balance sheet date, the Group has pledged its
investment properties to a bank to secure the bank loan
granted to the Group.

At 31st March 2007, the Group’s pledged fixed deposits which
carry at fixed interest rate of 3.8% per annum was pledged to
a bank in respect of the short-term credit facilities granted by
this bank to one of the subsidiaries of the Group.

Human Resources

As at 31st March 2007, our Group has approximately 200
employees in HK and Macau, and approximately 400
employees located at different provinces in Mainland China.

The Group’s compensation package, which includes basic
salary, commission, annual bonus, medical insurance, and
other common benefits, is structured by reference to the
marketplace and individual merits, and is reviewed on an
annual basis based on the Group’s policy performance system
and objective specification performance appraisal.

We deeply believe customers have high expectations of the
service they received. We strive to provide service beyond
their expectations to maintain excellent quality and offer a
comprehensive service. This year, more resources were
allocated to the Staff Training and Development aspect. A
series of multi-dimensional training programs were offered to
our front-line staff, including courses in customer service,
product knowledge, and selling technique, with team building
and management training tailored to managerial staff. With
these programs, our company’s philosophy of “Service
Excellence” will continue to fulfill our customer’s needs as
well as enhance the Group’s business.
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Directors and Senior Management
EERGNEEE

Executive Directors

Mr. YEUNG Ming Biu, aged 71, the Chairman of the Company,
is a co-founder of the Group. He has over 55 years’ experience
in the watch business and is a Permanent Honorary Director
of The Federation of Hong Kong Watch Trades and Industries
Limited.

Mr. YEUNG Him Kit, Dennis, aged 38, joined the Group in
1993. He became Managing Director of the Company in March
2003. He holds a bachelor degree in commerce from the
University of Toronto, Canada. Mr. Yeung is the son of Mr.
Yeung Ming Biu.

Mr. CHAN Che Kwong, William (resigned on 2nd April 2007),
aged 59, joined the Group in 1993. He became Senior Director
of the Company in April 2003 and has over 27 years’
experience in the watch business. He is a Permanent Honorary
Director and present Chairman of the Federation of Hong Kong
Watch Trades and Industries Limited.

Mr. Fung Kwong Yiu, aged 63, joined the Group in 1974 and
has over 43 years’ experience in the watch business. He is a
Permanent Honorary Director of The Federation of Hong Kong
Watch Trades and Industries Limited.

Madam YEUNG Man Yee, Shirley, aged 45, joined the Group
in 1991. She received a higher diploma in business studies
and diploma in watch and jewellery management from North
Herts College in the United Kingdom and CFH Institute in
Switzerland respectively. Madam Yeung is the daughter of Mr.
Yeung Ming Biu.

Mr. LAM Hing Lun, Alain, aged 48, joined the Group in 1992.
He is the Group Financial Controller and Company Secretary
of the Company and became Director of the Company in April
2003. He is responsible for the Group’s accounting, financial
control and secretarial matters. He has over 23 years’
experience in accounting and auditing. Mr. Lam holds a master
degree of business administration from the University of Hull.
He is a fellow member of the Association of Chartered Certified
Accountants and an associate member of the Hong Kong
Institute of Certified Public Accountants.

Mr. CHOI Kwok Yum, aged 52, joined the Group in 1969. He
became Director of the Company in April 2003 and has over
38 years’ experience in the watch business.
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BHRTEEARAT Oriental Watch Holdings Limited

Directors and Senior Management
EERGNEEE

Non-executive directors

Dr. SUN Ping Hsu, Samson, M.B.E., J.P., aged 82, is the
Chairman of Sun International Group of companies. He was
deputy Chairman and a Director of Gilman & Co., Ltd. and
Inchcape Hong Kong respectively from 1967 to 1985. Dr. Sun
is the honorary permanent president of The Federation of Hong
Kong Watch Trades and Industries Limited. He has over 54
years' experience in the manufacturing, marketing and
distribution of watches, and 21 years’ experience in the
marketing and distribution of consumer and electronic
products. He has involved in the PRC trade since 1979, and
continues to be active in both trading and property
development in the PRC. Dr. Sun has chaired many voluntary
community services and charitable organizations. He has been
a Non-executive Director of the Company since September
1993.

Dr. LI Sau Hung, Eddy, aged 52, has over 33 years’ experience
in the manufacturing business. He is the president of Hong
Kong Economic & Trade Association and a member of the
TDC Watch Trade Advisory Committee. Mr. Li holds a master
degree of business administration and a PhD degree in
economics. He was the 1991 awardee of The Ten Outstanding
Young Persons and the 1993 awardee of Young Industrialists
of Hong Kong. He has been a Non-executive Director of the
Company since September 1993.

Mr. SO Kai Lau, Peter, aged 59, is a Certified Public
Accountant and a Canadian Chartered Accountant. He was
formerly a partner of Deloitte Touche Tohmatsu until he retired
in May 2003. He is also an independent non-executive director
of Tsit Wing International Holdings Limited, a company listed
on the stock exchange in Singapore. Mr. So has been a Non-
executive Director of the Company since September 2004.

Senior Management

Mr. TANG Tai Wai, David, aged 62, is the general manager of
China division. He is responsible for sales and marketing in
the PRC. He joined the Group in 1993 and has over 39 years’
experience in the watch business.

Mr. TSE Mau Fai, aged 45, is the shop manager of Oriental
Watch Company Limited, Central Branch. (160 Des Voeux
Road, Central). He joined the Group in 1981 and has over 26
years’ experience in the watch business.
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Directors and Senior Management
EERGNEEE

Senior Management (Continued)

Mr. YEUNG Chi On, aged 47, is the shop manager of La
Suisse Watch Company, Limited, Hong Kong branch. He joined
the Group in 1980 and has over 27 years’ experience in the
watch business.

Mr. LIU Sik Yuen, aged 59, is the shop manager of La Suisse
Watch Company, Limited, Kowloon branch. He joined the Group
in 1979 and has over 28 years’ experience in the watch
business.

Mr. CHAN Yiu Wah, aged 45, is the shop manager of Oriental
Watch Company Limited, Causeway Bay branch. He joined
the Group in 1993 and has over 14 years’ experience in the
watch business.

Mr. CHAN Cheung Yin, aged 66, is responsible for the finance
and administration of La Suisse Watch Company, Limited,
Kowloon branch. He joined the Group in 1976 and has over
31 years’ experience in the watch business.

Mr. CHUI Cheung Wing, aged 63, is the shop manager of
Oriental Watch Company Limited, Yaumati branch (333 Nathan
Road). He joined the Group in 1991 and has over 44 years’
experience in the watch business.

Mr. WATT Hing Yin, aged 44, is the shop manager of Oriental
Watch Company Limited, Yaumati branch (555 Nathan Road).
He joined the Group in 2003 and has over 22 years’ experience
in the watch business.

Madam LOH Nget Wah, aged 54, is the shop manager of
Oriental Watch Company Limited, Pioneer Centre branch (750
Nathan Road). She joined the Group in 1990 and has over 20
years’ experience in the watch business.

Mr. LAM Tung Hing, aged 49, is the shop manager of Oriental
Watch Company Limited, Tsimshatsui branch. He joined the
Group in 2003 and has over 29 year’s experience in watches
business.

Madam Tou Choi Wan, aged 40, is the shop manager of La
Suisse Watch (Macau) Company Limited. She joined the Group
in 2006 and has over 20 years’ experience in watches
business.

Mr. Chong Ngai Wang, aged 35, is the shop manager of
Oriental Watch Company Limited (488 Hennessy Road,
Causeway Bay branch). He joined the Group in 1992 and has
over 15 years’ experience in watches business.
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BHRTEEARAT Oriental Watch Holdings Limited

Corporate Governance Report
TEERBE
Corporate Governance Practices

The Company strives to attain and maintain the high standard
of corporate governance as it believes that effective corporate
governance are fundamental to enhancing shareholder value
and safe guarding shareholder interests. The Company has
accordingly adopted good corporate governance principles
that emphasize a quality board of Directors (“the Board”),
effective internal control, stringent disclosure practices and
transparency and accountability to all stakeholders. It is, in
addition, committed to continuously improving these practices
and inculcating an ethical corporate culture.

The principles of corporate governance adopted by the Group
emphasize a quality board, sound internal control, and
transparency and accountability to all stakeholders.

Throughout the year ended 31st March 2007, the Company
has complied with the code provisions prescribed in the Code
on Corporate Governance Practices (“CG Codes”) set out in
the Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“the
Listing Rules”) except for the deviation from the Code Provision
A.4.1 which is explained in the following relevant paragraph.

Directors’ Securities Transactions

The Company has adopted the Model Mode set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding securities transactions by the Directors (“the Code”).
Having made specific enquiry of all Directors, the Company
confirmed that all Directors have complied with the required
standard set out in the Code for the year under review.
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Corporate Governance Report
TEERHRE
The Board

Function and Composition of the Board

The Board is responsible for directing the strategic objectives
of the Company and overseeing the management of the
business. The Directors are charged with the task of promoting
the success of the Company and making decisions in the best
interest of the Company.

The Board, led by the Chairman, Mr. Yeung Ming Biu, approves
and monitors Group wide strategies and policies, annual
budgets and business plans, evaluates the performance of
the Company, and supervises the management of the Company
(“Management”). Management is responsible for the day-to-
day operations of the Group under the leadership of the Group
Managing Director.

At 31st March 2007, the Board comprised ten Directors,
including the Chairman, Group Managing Director, Group
Finance Director, four Executive Directors and three
Independent Non-executive Directors. Biographical details of
the Directors are set out in the Directors and Senior
Management Section on pages 7 to 8. The composition of the
Board is well balanced with each Director having sound
knowledge, experience and/or expertise relevant to the
business of the Group.

For a Director to be considered independent, the Board must
determine that the Director does not have any direct or indirect
material relationship with the Group. In determining the
independence of Directors, the Board follows the requirements
set out in the Listing Rules.

Chairman and Chief Executive
The Role of the Chairman is separate from that of Group

Managing Director. Such division of responsibilities helps to
reinforce their independence and accountability.
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TEERHRE
The Board (Continued)

Chairman and Chief Executive (Continued)

The Chairman is responsible for providing leadership to, and
overseeing the functions of, the Board to ensure that the Board
acts in the best interest of the Group and the Board meetings
are planned and conducted effectively. The Chairman is
responsible for approving the agenda of each Board meeting,
taking into account, where appropriate, matters proposed by
Directors for inclusion in the agenda. With the support of
Executive Directors and the Company Secretary, the Chairman
seeks to ensure that all Directors are properly informed on
issues arising at Board meetings and provided with adequate
and accurate information in a timely manner. The Chairman
also actively encourages Directors to be fully engaged in the
Board’s affairs and make contribution to the Board’s functions.
The Board, under the leadership of the Chairman, has adopted
good corporate governance practices and procedures and
taken appropriate steps to provide effective communication
with shareholders.

The Group Managing Director, Mr. Yeung Him Kit, Dennis, is
responsible for managing business of the Group, attending to
the formulation and successful implementation of the Group
policies and assuming full accountability to the Board for all
Group operations. Acting as the principal manager of the
Group’s business, the Group Managing Director attends to
developing strategic operating plans that reflect the long-term
objectives and priorities established by the Board and is
directly responsible for maintaining the operational
performance of the Group. Working with the other Executive
Directors and the executive management team of each core
business divisions, he ensures that the Board is fully apprised
of the funding requirements of the business of the Group and
presents annual budgets to the Board for consideration and
approval. With the assistance of the Group Finance Director,
the Group Managing Director sees to it that the funding
requirements of the business are met and he closely monitors
the operating and financial results of the business against
plans and budgets, taking remedial action when necessary.
He maintains an ongoing dialogue with the Chairman and all
Directors to keep them fully informed of all major business
development and issues. He is also responsible for building
and maintaining an effective team to support him in his role.
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TEERHRE
The Board (Continued)

Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, there are
three Independent Non-executive Directors representing nearly
one-third of the Board of Directors. Among the three
Independent Non-executive Directors, one of them have
appropriate professional qualifications in accounting or related
financial management expertise as required by Rule 3.10(2)
of the Listing Rules.

The Company has received from each of the Independent
Non-executive Directors the written confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
Company based on such confirmation, considers Dr. Sun Ping
Hsu, Samson, Dr. Li Sau Hung, Eddy and Mr. So Kai Lau,
Peter to be independent.

Directors’ Appointment, Re-election and Removal

Under the Code Provision A.4.1, non-executive directors should
be appointed for a specific term, subject to re-election.
However, the Independent Non-executive Directors were not
appointed for a specific term but are subject to retirement by
rotation in annual general meeting of the Company in
accordance with the Bye-laws of the Company. The
management of the Company considered that there is no
imminent need to revise the letter of appointment of
Independent Non-executive Directors by adding a specific term
in the letter of appointment.
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TEERHRE
The Board (Continued)

Board Meetings and Practices

The Board meets regularly, and at least four times a year, and
the Board will also meet on other occasions when a board-
level decision on a particular matter is required. Between
scheduled meetings, senior management of the Group provides
information to Directors on a regular basis on the activities
and development in the business of the Group. Throughout
the year, Directors participate in the consideration and approval
of routine and operational matters of the Company by way of
circular resolutions with supporting explanatory materials,
supplemented by additional verbal/written information or
notification from the Company Secretary and other executives
as when required. Details of material or notable transactions
of subsidiary companies are provided to the Directors as
appropriate. Whenever, warranted, additional Board meetings
are held.

The Directors will receive details of agenda items for decision
and minutes of committee meeting in advance of each Board
meeting. With respect to regular meeting of the Board, Directors
receive written notice of the meeting at least 14 days in
advance and agenda with supporting Board papers no less
than 3 days prior to the meetings. With respect to the other
meetings, Directors are given as much as notice as is
reasonable and practicable in the circumstances.

The Company Secretary, Mr. Lam Hing Lun, Alain is responsible
to the Board for ensuring that the Board procedures are
followed and Board activities are efficiently and effectively
conducted. These objectives are achieved through the
adherence to proper Board processes and the timely
preparation and dissemination to Directors and Board
Committees comprehensive Board agendas and papers.
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TEERHRE
The Board (Continued)

Board Meetings and Practices (Continued)

The Company Secretary is responsible for ensuring that the
Board is fully apprised of all legislative, regulatory and
corporate governance developments relating to the Group and
that it takes these into consideration when making decisions
for the Group. The Company Secretary is also directly
responsible for the Group’s compliance with all obligations of
the Listing Rules including publications and dissemination of
annual reports and interim reports within the periods laid down
in the Listing Rules, timely dissemination to shareholders and
the market of announcement and information relating to the
Group and assisting in the notification of Directors’ dealings
in securities of the Group.

The Company Secretary advises the Directors on their
obligations for disclosure of interests in securities, connected
transactions and price-sensitive information and ensures that
the standards and disclosures required by the Listing Rules
are observed and, where required, reflected in the annual
report.

In relation to connected transactions, regular seminars are
conducted for legal counsels and executives from business
units within the Group to ensure that such transactions are
handled in compliance with the Listing Rules. Details analyses
are performed on all potential connected transactions to ensure
full compliance and for Directors’ considerations.

Any Director wishing to do so in the furtherance of his or her
duties, may take independent professional advice at the
Company’s expense. Directors are encouraged to update their
skills, knowledge and familiarity with the Group through their
initial induction, ongoing participation at Board and Committee
meetings, and through meeting with key members of the
Management.
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The Board (Continued) B8 (B
Board Meetings and Practices (Continued) EZESERER (&)
During the year ended 31st March 2007, Board meetings and REZ-_ZZE+F=A=1T—HBLEERN "
Directors attendance records for the meetings held are set EZReRRBESENER 2 HFELEHT
out below: LUN

Directors’ Attendance

EEHER
Executive Directors HITEE
Mr. Yeung Ming Biu®" — Chairman HRAELEED — £F 6/6
Mr. Yeung Him Kit, Dennis®" — Group Managing Director BITEE SR EN — £EEHEFRKE 6/6
Mr. Chan Che Kwong, William (resigned on 2nd April 2007) %ijﬁzf‘ﬁi (E=ZZFEZF+FMA=HFT) 6/6
Mr. Fung Kwong Yiu HEREE 4/6
Madam Yeung Man Yee, Shirley %@({?ﬂ%ﬁi“) 6/6
Mr. Lam Hing Lun, Alain — Group Finance Director MEBTE — FEHYBFEF 6/6
Mr. Choi Kwok Yum BEEREE 2/6
Non-Executive Directors FHITEE
Dr. Sun Ping Hsu, Samson BREELT 4/6
Dr. Li Sau Hung, Eddy FFEELT 4/6
Mr. So Kai Lau, Peter BRESE 4/6
Notes: Kzt -
(1) Mr. Yeung Bing Biu is the father of Mr. Yeung Him Kit, Dennis (1) BHELTEAEBITAETEREREZLTZ
and Madam Yeung Man Yee, Shirley. R e

Accountability and Audit BEMEREE
Directors’ Responsibility for the Financial Statements and EERMERRRUBERRARENERE
the Financial Reporting
The following statement, which set out the responsibilities of TXHHEERTIEHRRATAENE(T - A
the Directors in relation to the financial statements, should be FIBEEI0E [ B ZEENRE | N ANEEBZ
read in conjunction with, but distinguished from, the BEMEREREETENTR > BEMEE—
Independent Auditor’'s Report on pages 38 to 39 which BHRIE o
acknowledge the reporting responsibilities of the Group’s
Auditor.

ANNUAL REPORT 2007 F#}



Corporate Governance Report
TEERHRE
Accountability and Audit (Continued)

Directors’ Responsibility for the Financial Statements and
the Financial Reporting (Continued)

Annual Report and Accounts

The Directors acknowledge their responsibility for preparation
of the Annual Report and financial statements of the Company
to ensure that the financial statements give a true and fair
presentation in accordance with Hong Kong Companies
Ordinance and the applicable accounting standards.

Accounting Policies

The Directors consider that in preparing the financial
statements, the Group applies appropriate accounting policies
that are consistently applied and makes judgements and
estimates that are reasonable and prudent in accordance with
the applicable accounting standards.

Accounting Records

The Directors are responsible for ensuring that the Group keeps
accounting records which disclose the financial position of
the Group upon which financial statements of the Group could
be prepared in accordance with the Group’s accounting
policies.

Safeguarding Assets

The Directors are responsible for taking all reasonable and
necessary steps to safeguard the assets of the Group and to
prevent and detect fraud and other irregularities within the
Group.

Going Concern

The Directors, having made appropriate enquires, consider
that the Group has adequate resources to continue in
operational existence for the foreseeable future and that, for
this reason, it is appropriate to adopt the going concern basis
in preparation the financial statements.
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TEERHRE
Accountability and Audit (Continued)

Auditor’s Remuneration

The Board is satisfied with Deloitte in respect of the audit fees
they charged, the process and its effectives of the audit and
has resolved to recommend their reappointment as the
Company’s external auditor at the forthcoming Annual General
Meeting.

During the financial year, the services provided by, and the
associated remuneration paid to Deloitte were as follows:

BEMRZE &)
BB =

ExeEMRY  -HERTSAMITERE
PRz Z B ER - FHBREREBARIML
WHEREZENEERRBFAS LEREH
EARR A Z NS BLAD o

RAMBREER - 25 « BRI STEITT
RUEZMBRAEISZHEAMEOT:

HK$'000
FAET
Audit = 1,500
Taxation ¥t 120
1,620
Board Committees EEZEE
Audit Committee BEREES

The Audit Committee comprises all Independent Non-executive
Directors who possess the appropriate business and financial
management experience and skills to understand financial
statements and internal controls. It is chaired by Dr. Sun Ping
Hsu, Samson with Dr. Li Sau Hung, Eddy and Mr. So Kai Lau,
Peter as members.

Under the term of reference of the Audit Committee, it is
required to oversee the relationship between the Company
and its external auditor, review the Group’s preliminary results,
interim results and annual financial statements, monitor
compliance with statutory and Listing Rules requirements,
review the scope, extent and effectiveness of the activities of
the Group’s internal audit functions, engage independent legal
or other advisers as it determines is necessary and perform
investigations.

The terms of reference of the Audit Committee adopted by the
Board are published on the Group’s website.
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Board Committees (Continued)
Audit Committee (Continued)
During the year ended 31st March 2007, 4 meetings were

held. The attendance records for the audit committee meetings
are set out below:

Oriental Watch Holdings Limited RAXRTEEBR A A

E%;E \“5\
EREESg (&)
REBEE_ZTE+HF=-A=T—HIFERE
TT4REE BERLZEBERILRLEE

HImMT

Directors’ Attendance

BEEHESR
Members of the Audit Committee EVEBERE
Dr. Sun Ping Hsu, Samson BREREEHEL 4/4
Dr. Li Sau Hung, Eddy FHEEFHELT 4/4
Mr. So Kai Lau, Peter BRRVE S £ 4/4
Financial Statements Bl 7% ¥R Z&

The Audit committee meets with the Group Finance Director
and other senior management of the Group from time to time
to review the interim and final results and the Interim Report
and Annual Report of the Group. It considers and discusses
the reports and presentations of Management, the Group
internal and external auditor, with a view of ensuring that the
Group’s consolidated financial statements are prepared in
accordance with accounting principles generally accepted in
Hong Kong. It also meets the Group’s external auditor, Deloitte,
to consider their reports on the scope and outcome of their
independent review of the interim financial report and on their
annual audit of the consolidated financial statements.

External Auditor

The Audit Committee reviews and monitors the external
auditor’s independence and objectively and the effectiveness
of the audit process. It has received representing from Deloitte
of their independence and objectively and holds meetings with
Deloitte to consider the scope of their audit, approve the fees
thereon, and the scope and appropriateness of non-audit
services, if required, to be provided by them. The Audit
Committee also makes recommendations to the Board on the
appointment and retention of the external auditor.
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Board Committees (Continued)

Audit Committee (Continued)

External Auditor (Continued)

The Group’s policy regarding the engagement of Deloitte for
various services listed below is as follows:

° Audit services — includes audit services provided in
connection with the audit of the consolidated financial
statements. All such services are to be provided by
external auditor.

° Audited related services — included services that would
normally be provided by an external auditor but not
generally included in audit fees, for example, audit of
the Group’s pension plans, due diligence and accounting
advice related to mergers and acquisitions, internal
control reviews of systems and/or process, issuance of
special audit reports for tax purposes (if any). The
external auditor are to be invited to undertake these
services that they must or are best placed to undertake
in their capacity as auditor.

° Taxation related services — includes all tax compliance
and tax planning services except for those services which
are provided in connection with the audit. The Group
uses the services of the external auditor where they are
best suited. All other significant taxation related work
may be undertaken by other parties as appropriate.

° Others services — includes, for example audit or reviews
of third parties to assess compliance with contracts, risk
management diagnostics and assessments, and non-
financial system consultations (if any). The external
auditor is also permitted to assist management and the
Group’s internal auditors with internal investigations and
fact-finding into alleged improprieties. These services are
subject to specific approval by the Audit Committee.

° General consulting services — the external auditor is not

eligible to provide services involving general consulting
work including accountancy services.
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Board Committees (Continued)

Audit Committee (Continued)

Review of Risk Management and Internal Control

The Audit Committee assists the Board in meeting its
responsibilities for maintaining an effective system of internal
control. It reviews the process by which the Group evaluates
its control environment and risk assessment process, and the
way in which business and control risks are managed. In
addition, it review with the Group’s internal auditors the work
plan for their audit together with their resources requirements
and consider the report to the Audit Committee on the
effectiveness of internal controls in the Group business
operations.

These reviews and reports are taken into consideration by the
Audit Committee when it makes its recommendations to the
Board for approval of the consolidated financial statements
for the year.

Remuneration Committee

The Remuneration Committee comprises three members,
including two Independent Non-executive Directors, namely
Dr. Sun Ping Hsu, Samson and Dr. Li Sau Hung, Eddy and a
Managing Director, Mr. Yeung Him Kit, Dennis. Dr. Sun Ping
Hsu, Samson is the chairman of the Committee. The Committee
meets for the determination of the remuneration package of
Directors and senior management of the Group. In addition,
the Committee also meets as and when required to consider
remuneration related matters.

The responsibilities of the Remuneration Committee are to
assist the Board in achieving its objectives of attracting,
retaining and motivating people of the highest calibre and
experience needed to shape and execute strategy across the
Group’s substantial business operations. It assists the Group
in the administration of a fair and transparent procedure for
setting remuneration policies including assessing the
performance of Directors and senior executive of the Group
and determining their remuneration packages. The terms of
reference of the Remuneration Committee adopted by the
Board are published on the Group’s Website.
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Board Committees (Continued)

Remuneration Committee (Continued)

The remuneration of Directors and senior executives is
determined with reference to the performance and profitability
of the Group as well as remuneration benchmarks from other
local and/or international companies prevailing market
conditions. Directors and employees also participate in bonus
arrangement determined in accordance with the performance
of the Group and the individual's performance.

During the financial year ended 31st March 2007, 1
remuneration committee meeting has been held. Throughout
the financial year, all members of the Remuneration Committee
have reviewed background information on market data, the
Group’s business activities, human resources issues, and
headcounts and staff costs. The Remuneration Committee has
also reviewed and approved the proposed director fees for
year ended 31st March 2006, year end bonus and remuneration
packages of Executive Directors and senior management of
the Company for the year ended 31st March 2007 and made
recommendations to the Board on the directors’ fees for
Independent Non-executive Directors, however, do not
participate in the determination of their own remunerations.

Nomination of Directors

The Company has not established a nomination committee.
However, Executive Directors identify potential new directors
and recommend to the Board for decision. The Board considers
potential directorship based on the candidate’s qualifications,
business experience and suitability to the Company. During
the financial year ended 31st March 2007, no nomination
meeting has held.
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Corporate Governance Report
TRERAME
Internal Control and Group Risk Management

Introduction

The Board has overall responsibility for the Group’s system of
internal control and assessment and management of risks.

In meeting its responsibilities, the Board seeks to increase
risk awareness across the Group’s business operations and
has put in place policies and procedures, including parameters
of delegated authority, which provide a framework for the
identification and management of risks. It also reviews and
monitors the effectiveness of the systems of internal control to
ensure that the policies and procedures in place are adequate.
Reporting and reviewing activities include review by the
Executive Directors and the Board and approval of detailed
operational and financial reports, budgets and plans provided
by the management of the business operations, review by the
Board of actual results against budgets, review by the Audit
Committee of the ongoing work of internal audit function and
risk management function, as well as regular business review
by Executive Directors and the executive management team
of each core business division.

Whilst these procedures are designed to identify and manage
risks that could adversely impact the achievement of the
Group’s business objectives, they do not provide absolute
assurance against material mis-statement errors, losses or
fraud.

Internal Control Environment

The Board is overall responsible for monitoring the operations
of the business within the Group. Executive Directors are
appointed to the Board of all material operating subsidiaries
for monitoring of the operations of those companies, including
attendance at Board meetings, review and approval of business
strategies, budgets and plans, and setting of key business
performance targets. The executive management team of each
core business division is accountable for the conduct and
performance of each business in the division within the agreed
strategies and similarity the management of each business is
accountable for its conduct and performance.
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Corporate Governance Report
TEERHRE

Internal Control and Group Risk Management
(Continued)

Internal Control Environment (Continued)

The Group’s internal control procedures include a system for
reporting information to the executive management teams of
each core business and the Executive Directors.

Business plans and budgets are prepared annually by the
management of individual businesses and subject to review
and approval by Executive Directors. Executive Directors
review the differences to the budget and for approval. When
setting budgets, management identifies, evaluates and reports
on the likelihood and potential financial impact of significant
business risks.

The Executive Directors review monthly management reports
on the financial results and key operating statistics of each
business and hold regular meetings with the executive
management team and senior management of business
operations to review these reports, business performance
against budgets, forecasts, significant risk sensitivities and
strategies. In addition, Group Finance Director and members
of his finance team review monthly performance against budget
and forecast, and to address accounting and finance related
matters.

The Group Finance Director has established guidelines and
procedures for approval and control of expenditures. Operating
expenditures are subject to overall budget control and are
controlled within each business with approval level for such
expenditures being set by reference to the level of
responsibility of each executive officer. Capital expenditures
are subject to overall control within the annual budget review
and approval process, and more specific control and approval
prior to commitment by the Group Finance Director or Executive
Directors are required for unbudgeted expenditures and
material expenditures within the approval budget. Reports of
actual versus budgeted and approved expenditures are also
regularly reviewed.
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Corporate Governance Report
TEERHRE

Internal Control and Group Risk Management
(Continued)

Internal Control Environment (Continued)

Internal audit department reporting to the Group Finance
Director and Managing Director on regular basis and also
directly to the Audit Committee if necessary, provides
independent assurance as to the existence and the
effectiveness of the risk management activities and controls in
the Group’s business operations. Using risk assessment
methodology and taking into account the dynamics of the
Group activities, internal audit derives its yearly audit plan
which is reviewed by the Audit Committee, and reassessed
during the year as needed to ensure that adequate resources
are deployed and the plan’s objectives are met. Internal audit
is responsible for assessing the Group’s internal control system,
formulating an impartial opinion on the system, and reporting
its findings to the Group Finance Director, Group Managing
Director and the Audit Committee as well as following up on
all reports to ensure that all issues have been satisfactorily
resolved. In addition, a regular dialogue is maintained with
the Group’s external auditor so that both are aware of the
significant factors which may affect their respective scopes of
work.

Depending on the nature of business and risk exposure of
individual business units, the scope of the work performed by
the internal audit function includes financial and operations
review, recurring and surprise audits, fraud investigation and
productivity effectively reviews.

Reports from the external auditor on internal controls and
relevant financial reporting matters, if any, are presented to
the Group Finance Director and the relevant management team.
These reports are reviewed and the appropriate actions taken.
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Internal Control and Group Risk Management
(Continued)

Group Risk Management

The Group Managing Director and the Group Finance Director
have the responsibility of developing and implementing risk
mitigation strategies including the deploying of insurance to
transfer the financial impact of risks. The Group Finance
Director is responsible for arranging appropriate insurance
coverage.

Review of Internal Control Systems

The Board, through the Audit Committee, has conducted a
review of the effectiveness of the Group’s internal control
system for the year ended 31st March 2007 covering all
material financial, operational and compliance controls and
risk management functions, and is satisfied that such system
are effective and adequate.

Communication with Investors and Shareholders

The Board recognizes the importance of maintaining clear,
timely and effective communication with the shareholders of
the Company and investors. Therefore, the Board and the
Group’s senior Management maintain close communications
with investors, analysts, fund managers and the media by
various channels including interviews and meetings. The Group
specially assigns Mr. Lam Hing Lun, Alain, Group Finance
Director, being the contact person of investor relations to
respond the requests of information and queries from the
investors.

The Board also welcomes the view of shareholders on matters
affecting the Group and encourages them to attend
shareholders’ meeting to communicate with the Board or
Management directly.
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Corporate Governance Report
TEERHRE
Shareholder’s Right

The Board is committed to providing clear and full performance
information of the Group to the shareholders through
publication of notices, announcements, circulars, interim and
annual reports. In addition to dispatching circulars, notices,
financial reports to shareholders, additional information is also
available to the shareholders on the Group’s website.

Shareholders are encouraged to attend all general meeting of
the Company, such as the annual general meeting for which
at least 21 days’ notice is given and at which the Chairman
and Directors are available to answer questions on the Group’s
business. All shareholders have statutory right to call for
extraordinary general meeting and put forward agenda items
for consideration by shareholders by sending to the Company
Secretary at the registered office a written request for such
general meeting together with the proposed agenda items. All
substantial resolutions at the general meeting are decided on
a poll. The poll is conducted by the Group’s Share Registrars
and the results of the poll are published on the local
newspapers. Financial and other information is made available
on the Group’s website, which is regularly updated.
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BHRTEEARAT Oriental Watch Holdings Limited

Directors’ Report
EEERE

The directors present their annual report and the audited
financial statements for the year ended 31st March 2007.

Principal Activities

The Company acts as an investment holding company as well
as engaged in watch trading. The principal activities of its
principal subsidiaries are set out in note 30 to the financial
statements.

Results and Dividends

The results of the Group for the year are set out in the
consolidated income statement on page 40.

An interim dividend of 2.5 Hong Kong cents per share was
declared and paid to the shareholders during the year. A final
dividend of 5.5 Hong Kong cents per share being proposed
by the directors is subject to approval by the shareholders in
the forthcoming annual general meeting.

Reserves

As at 31st March 2007, the Company’s reserves available for
distribution consisted of contributed surplus of HK$122,183,000
and retained profits of HK$33,702,000.

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

(a) it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b) the realisable value of its assets would thereby be less

than the aggregate of its liabilities and its issued share
capital and share premium account.
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Directors’ Report
BEEEHRE
Property, Plant and Equipment

During the year, the Group incurred approximately HK$20.8
million on the acquisition of buildings and approximately
HK$12.2 million on the purchase of furniture, fixtures and
equipment. Details of these and other movements in property,
plant and equipment of the Group during the year are set out
in note 13 to the financial statements.

Directors and Directors’ Service Contracts

The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Yeung Ming Biu (Chairman)

Yeung Him Kit, Dennis (Managing Director)

Chan Che Kwong, William (Senior Director)
(resigned on 2nd April 2007)

Fung Kwong Yiu

Yeung Man Yee, Shirley

Lam Hing Lun, Alain

Choi Kwok Yum

Independent non-executive directors:

Sun Ping Hsu, Samson, Dr.
Li Sau Hung, Eddy, Dr.
So Kai Lau, Peter

In accordance with Clause 87 of the Company’s Bye-laws,
Messrs. Lam Hing Lun, Alain and Choi Kwok Yum retire and,
being eligible, offer themselves for re-election.

The term of office of each of the independent non-executive
directors is the period up to his retirement as required by the
Company’s Bye-laws.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.
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Directors’ Report
EEERE
Directors’ Interests and Short Positions in Securities

As at 31st March 2007, the interests and short positions of the
directors of the Company in the shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Hong Kong
Securities and Futures Ordinance (“SFQ”), as recorded in the
register required to be kept under Section 352 of the SFO, or
as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) were as follows:

ESHACRSEBERKA

BEEEZLFRBEGRN(TEHRBAEK
Bll) #3526 ERE 2 B MATREEE - B
TR EZAZ+—H ARQRIZEFR
RARSKEMMAEEE (E&RLES RS
ERPIEXVED) 25 - HERMD RESHSP
BEZHEZRAR  RANGARAGREE
HERZBERAAF ([HRAT]) 2w Rk
BT

Percentage of

Number of ordinary shares held issued share
FREEBREAE Total the Company
Personal Family Corporate Other  number of EERDTF
interest interest interest interest shares 55 £0)
Name of director EEnE BAER KRR ARER HibER RAOBEY KREAEIH
Yeung Ming Biu 15 BEE 10,787,260 6,000,000 96,800,000 — 113,587,260 41.3%
Note (a)
fif it (a)
Yeung Him Kit, Dennis AT — — — Note (b) — —
Fitat(b)
Chan Che Kwong, William R 622,515 — — Note (c) 622,515 0.2%
fif:t(c)
Fung Kwong Yiu KBER 1,803,152 — — Note (d) 1,808,152 0.7%
Bt &t (d)
Yeung Man Yee, Shirley B8 — 167,547 — Note (e) 167,547 0.1%
fif7% (e)
Sun Ping Hsu, Samson, Dr. BXi&E £ — — 2,000,000 — 2,000,000 0.7%
Note (f)
Bt (f)
Notes: Kt -

(a) Mr. Yeung Ming Biu and his wife, Madam Au Po Kee, are the
beneficial owners of 45% and 22.5% respectively of the issued
share capital of Realtower Holdings Limited. Realtower Holdings
Limited is the beneficial owner of 55% of the issued share capital
of Furama Investments Limited, which is the beneficial owner of
80% of the issued share capital of Datsun Holdings Limited.
Datsun Holdings Limited is the beneficial owner of 96,800,000
shares in the Company.
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Directors’ Report
EEERE

Directors’ Interests and Short Positions in Securities
(Continued)

Notes: (Continued)

(b)  Mr. Yeung Him Kit, Dennis is the beneficial owner of 10% and
7% of the issued share capital of Realtower Holdings Limited
and Real Champ Limited respectively. Real Champ Limited is
the beneficial owner of 20% of the issued share capital of Datsun
Holdings Limited.

(c)  Mr. Chan Che Kwong, William is the beneficial owner of 10% of
the issued share capital of Furama Investments Limited and
10% of the issued share capital of Y.H. Chan Limited which is
the beneficial owner of 25% of the issued share capital of Furama
Investments Limited. Y.H. Chan Limited also directly holds
294,365 shares in the Company.

(d)  Mr. Fung Kwong Yiu is the beneficial owner of 6% of the issued
share capital of Real Champ Limited.

(e) Madam Yeung Man Yee, Shirley is the beneficial owner of 7.5%
of the issued share capital of Realtower Holdings Limited.

() Dr. Sun Ping Hsu, Samson and his family members are beneficial
owners of the entire issued share capital of Sun International
Limited, which is the beneficial owner of 2,000,000 shares in
the Company.

Save as disclosed above, the paragraph headed “Share option
scheme and directors’ rights to acquire shares or debentures”,
and other than certain nominee shares in subsidiaries held by
a director in trust for the Company, none of the directors of
the Company had any interest or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange.

Share Option Scheme and Directors’ Rights to Acquire
Shares or Debentures

Pursuant to an ordinary resolution passed in the Company'’s
special general meeting held on 3rd November 2003, the
Company approved and adopted a Share Option Scheme.

Oriental Watch Holdings Limited RAXRTEEBR A A

ESHACRSRBERKAE (B)

Hiet - (&)

(o) #0764 %&£ £ D Al E @ ¥ B Realtower
Holdings Limited X Real Champ Limited&
LT AN 10% 2 7% ° Real Champ Limited
& 25 ¥ B Datsun Holdings Limited 2 317 %
K20% °

(c) BRAENXLE D H B 2= ¥ & Furama
Investments Limited 2 2 17 AN 10% K BR 12
mﬁﬁﬁ BT EBITIRA10% - BREEAR L
7) & %5 # B Furama Investments Limited &
BT AR 25% + INE #1575 294,365 A A
AR °

(d) B ER %A E ¥ B Real Champ Limited
BEBEITRA6% °

(e) 1B 8UE L L+ & i % B Realtower Holdings
Limited B2 17X A7.5% °

() BXEEITREXREKEZEZESBSun
International Limitedf—a\‘*IZE???TTHMK Sun
International Limited® #= # A& 2,000,000/%
/NS

BREXIREE  [BREFEREZEE
BREF BN —BE—REFUER
EARRRBAFHEWNB AR 2E TREAR
o - RIEE 77 K HIE R DI % 35216 48 T R
szjaaﬂﬁﬁﬁaaﬁ* CARFZEFHENAK
ARHEEAAREIE (EEREF MR
{EEBIEXVER) Z AR *ﬁf‘@ﬂxfﬁ‘ﬂf%
THBEAREIAR  HAMGER
B 2 SR A ©

BRESERESBERODES 2 H
A
BERARANR_ZEE=F+—-—A= Elﬁf'%ﬁz

BEREAE EBBAZEBRER  ~A
EHE RN AR R ET & -

3 ANNUAL REPORT 2007
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Directors’ Report
EEERE

Share Option Scheme and Directors’ Rights to Acquire
Shares or Debentures (Continued)

The options of the Share Option Scheme may be granted to
any director of the Company, employee, consultant, customer,
supplier or advisor of the Company or a company in which the
Company holds an interest or a subsidiary of such company
(the “Eligible Persons”), the trustee of the Eligible Persons or
a company beneficially owned by the Eligible Persons. The
purpose of the Share Option Scheme is to attract and retain
quality personnel and Eligible Persons to provide incentive to
them to contribute to the business and operation of the
Company. The total number of shares available for issue under
the Share Option Scheme is 27,525,320 shares, representing
10% of the issued share capital of the Company as at the
date of this report. No Eligible Persons shall be granted an
option in any 12-month period for such number of shares
(issued and to be issued) which in aggregate would exceed
1% of the share capital of the Company in issue on the last
day of such 12-month period unless approval of the
shareholders of the Company has been obtained in accordance
with the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). The exercisable period is
determined by the directors, which shall not be more than 10
years from the date of grant. There is no general applicable
minimum period for which the options must be held before it
can be exercised. An offer of the grant of an option shall be
opened for acceptance in writing received by the secretary of
the Company for a period of 21 days from the Eligible Persons
without paying any consideration upon the acceptance of the
offer. The exercise price per share payable on the exercise of
an option equals to the highest of:

(a) the average closing price per share as quoted in the
Stock Exchange’s daily quotations sheet for the five
business days immediately preceding the date of grant
or (where applicable) such price as from time to time
adjusted pursuant to the Share Option Scheme;

(b) the closing price per share as stated in the Stock
Exchange’s daily quotations sheet on the date of grant;
and

(c) the nominal value of the share.

The Share Option Scheme is valid for a period of ten years
commencing on the adoption date on 3rd November 2003.
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Directors’ Report
EEERE

Share Option Scheme and Directors’ Rights to Acquire
Shares or Debentures (Continued)

A summary of the share options outstanding under the
Company’s share option scheme are as follows:
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BREFEARESEERONESZ 2#
A (#)
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Number of share
options and number of
underlying shares

BREHB K
HER O EE
At 1.4.2006
and
at 31.3.2007
Exercise R-ZTEAXF
price A—HR
Name of director Date of grant Exercisable period per share R-ZZZtHF
ExsnR RHBH A 4T 6 5 BRITHEE =A=t+—8H
HK$
BT
Yeung Ming Biu 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
15 B AR —TTNEF —TEMFE-A+REE
—A+XA —ZE-WFE—-A+hH
Yeung Him Kit, Dennis 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
EENRCS —TTNEF —ETWE-ATRBE
—A+XA —ET-NFE—-HA+EA
Chan Che Kwong, William 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
BRE K —EENF —ETME-—A+RAE
—A+RA —ET-mME—-A+EA
Fung Kwong Yiu 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
55 1 —TTNEF —TEMFE-A+REE
—A+XAE —ZE-WFE—-A+hH
Yeung Man Yee, Shirley 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
15 8UE —TTNEF —ETWE-ATRBE
—A+XA —E-NME—-HA+ER
Lam Hing Lun, Alain 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
R B —TTNEF —TEEMFE-A+RBE
—A+RA —ZT-mME—-A+hH
Choi Kwok Yum 16.1.2004 16.1.2004 — 15.1.2014 1.702 2,700,000
B & —TTNEF —TEMFE-A+REE
—A+XA —E-WFE—-A+hH
18,900,000

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements
to enable any director of the Company to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

B EXFEEEN  ARRHEEFRBER
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BHRTEEARAT Oriental Watch Holdings Limited

Directors’ Report
EEERE
Substantial Shareholders

As at 31st March 2007, according to the register maintained
by the Company pursuant to Section 336 of the SFO, the
following persons (not being a director of the Company) were,
directly or indirectly, interested in 5% or more of the nominal
value of any class of share capital of the Company.

(1) Long position in shares of the Company

FERR

RRRIREBES R EKIIEI6HKETT
BE2ERMAR  RZEELF=A=+—
H BEXBEEREEARQFEMBRRAE
B5% A LR Z AL (WIEAERRRZE
E)IATE o

(M

REDARB2HFR

Percentage of
issued share

capital of

the Company

Number of 1A F

shares held ERITRA

Name of shareholder BRRERE FEROGHA Aot
Datsun Holdings Limited Datsun Holdings Limited 96,800,000 35.2%
Furama Investments Limited Furama Investments Limited 96,800,000 35.2%
Realtower Holdings Limited Realtower Holdings Limited 96,800,000 35.2%

Realtower Holdings Limited holds 55% of the issued share
capital of Furama Investments Limited which holds 80%
of the issued share capital of Datsun Holdings Limited.
Accordingly, both Realtower Holdings Limited and Furama
Investments Limited are deemed under the SFO to be
interested in the 96,800,000 shares in the Company which
are held by Datsun Holdings Limited.

Messrs. Yeung Ming Biu, Yeung Him Kit, Dennis, Chan
Che Kwong, William and Fung Kwong Yiu, Madam Yeung
Man Yee, Shirley and Madam Au Po Kee (wife of Mr.
Yeung Ming Biu) are deemed by the SFO to be interested
in the shares of the Company beneficially owned by
Datsun Holdings Limited in the manner described under
the above paragraph headed “Directors’ interests and
short positions in securities”.

(2) Short positions

Save as disclosed above, at 31st March 2007, the
Company had not been notified of any other interests or
short position in the shares or underlying shares of the
Company which would fall to be disclosed to the
Company and the Stock Exchange under Part XV of the
SFO.
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Directors’ Report
EEEWE
Appointment of Independent Non-Executive Directors

The Company has received, from each of the independent
non-executive directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong
Limited. The Company considers all of the independent non-
executive directors are independent.

Directors’ Interests in Contracts

There were no contracts of significance to which the Company
or any of its subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year.

Major Customers and Suppliers

During the year, the aggregate sales attributable to the Group’s
five largest customers were less than 30% of the Group'’s total
sales.

The aggregate purchases during the year attributable to the
Group’s five largest suppliers comprised approximately 92%
of the Group'’s total purchases while the purchases attributable
to the Group’s largest supplier was approximately 77% of the
Group’s total purchases.

None of the directors, their associates or any shareholder,
which to the knowledge of the directors owned more than 5%
of the Company’s issued capital, had any interest in the share
capital of any of the five largest suppliers of the Group.

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.
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Directors’ Report
EEgRE

Donations

During the year, the Group made charitable and other
donations totalling HK$478,000.

Corporate Governance

Principal corporate governance practice as adopted by the
Group are set out in the Corporate Governance Report on
pages 10 to 27.

Emolument Policy

The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, having regard to the Group’s
operating results, individual performance and comparable
market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme are set out in note 24 to the financial statements.

Audit Committee and Remuneration Committee
Details of the Group’s audit committee and remuneration
committee are set out in the Corporate Governance Report on
pages 18 to 22.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would

oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.
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Directors’ Report
EEgRE

Sufficiency of Public Float

Based on information that is publicly available to the Company
and within the knowledge of its directors as at the latest
practicable date prior to the issue of this annual report, the
percentage of the Company’s share which are in the hands of
the public exceeds 25% of the Company’s total number of
issued shares throughout the year ended 31st March 2007.

Post Balance Sheet Events

Details of significant events occurring after the balance sheet
date are set out in note 29 to the consolidated financial
statements.

Auditor

A resolution will be submitted to the annual general meeting
of the Company to re-appoint Deloitte Touche Tohmatsu as

auditor of the Company.

On behalf of the Board

YEUNG MING BIU
CHAIRMAN

Hong Kong, 18th July 2007
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BHRTEEARAT Oriental Watch Holdings Limited

Independent Auditor’'s Report
8 M A% AR

Deloitte
=2

TO THE SHAREHOLDERS OF
ORIENTAL WATCH HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Oriental Watch Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out
on pages 40 to 83, which comprise the consolidated balance
sheet as at 31st March 2007, and the consolidated income
statement, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants (*“HKICPA”) and the
disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the
consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance
with Section 90 of the Bermuda Companies Act, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this
report. We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the HKICPA. Those standards
require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from
material misstatement.
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Independent Auditor’'s Report
8 M A% AR

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair
presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31st
March 2007 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

18th July 2007
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BHRTEEARAT Oriental Watch Holdings Limited

Consolidated Income Statement

= D2

Re s R

For the year ended 31st March 2007
HE-—FET+LF=A=+—HIFE

2007 2006
—EELHF ZETREF
Notes HK$’000 HK$'000
it i FET FE T
Turnover R 2,645,914 2,022,381
Cost of goods sold $H B K A (2,346,769) (1,812,266)
Gross profit E A 299,145 210,115
Other income BN 16,082 14,896
Distribution and selling expenses 8 R HE X (75,010) (50,172)
Administrative expenses THRER (113,733) (90,127)
Finance costs B & Y AR 6 (11,153) (5,343)
Profit before taxation B %% Al i A 7 115,331 79,369
Taxation Bi1E 9 (20,457) (14,098)
Profit for the year F N A 94,874 65,271
Dividends recognised as distribution FANE ERIRKE
during the year ) 3=
— Interim dividends of HK2.5 cents — B R E
(2006: HK2.5 cents) FA%2.5 AL
per share paid (ZEZEREF:
2.5% 1) 6,881 6,881
— Final dividends of HK4 cents — B RERKRE
(2006: HK4.5 cents) & R4
per share paid (ZEZREF:
4.57% 1) 11,010 12,386
17,891 19,267
— Proposed final dividends of — R R AR B
HK 5.5 cents F& 5.5
(2006: HK4 cents) per share (ZEE R F:
43 AL) 10 15,414 11,010
Earnings per share BRAF 11 AL Al
— Basic — &R 34.47 cents 23.71 cents
A4l
— Diluted -8 34.45 cents —
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Consolidated Balance Sheet

4= Sz =3
meEERER
At 31st March 2007
R-ZEFE+F=/A=+—H

Oriental Watch Holdings Limited RAXRTEEBR A A

2007 2006
—EELE TEZRF
Notes HK$’000 HK$'000
K &F FET FAETT
Non-current assets EmEEE
Investment properties wEYH 12 24,453 24,857
Property, plant and equipment W ERERE 13 109,470 87,014
Convertible notes receivables AMmERE BN RIE 14 — 1,637
Available-for-sale financial assets AHEESREE 15 57,980 61,536
Property rental deposits MEREES 12,086 3,868
203,989 178,912
Current assets mENE EE
Inventories rE 767,721 672,791
Trade and other receivables E\%&Hﬁﬁfﬂﬁlgm 16 106,145 93,057
Conversion option derivative HmE#ETA 14 — 2,760
Taxation recoverable Al R [B] 74 18 4,982 7,077
Pledged bank deposits BEFIRITER 17 40,000 —
Bank balances and cash RITEHRERS 18 130,149 102,281
1,048,997 877,966
Current liabilities mEEE
Trade and other payables 2 5 Rk H M E MR 19 116,061 97,718
Taxation payable &S B IR 8,691 3,883
Current-portion of secured BB ERBFITER
long-term bank loan 2 BB &6 15 20 980 980
Short-term bank loans e EIRITE X 21 258,762 173,251
Bank overdrafts RITHE L 6,855 3,900
391,349 279,732
Net current assets MENEEFE 657,648 598,234
Total assets less current liabilities BEABRREAERE 861,637 777,146
Non-current liabilities EREAaE
Secured long-term bank loan EEBRHABITER 20 11,433 12,413
Deferred taxation EREF IR 22 386 141
11,819 12,554
Net assets BEFE 849,818 764,592
Capital and reserves BN EE
Share capital fi% 2 23 27,525 27,525
Reserves (ke 822,293 737,067
Total equity T 7 42 38 849,818 764,592

The consolidated financial statements on pages 40 to 83 were

BNEL0EBAZEEMBBRERLESTEN

approved and authorised for issue by the Board of Directors
on 18th July 2007 and are signed on its behalf by:

YEUNG MING BIU
= HE
Chairman

FE

“TEEFLATN\RBERKRETE X
HTIEERARE

YEUNG HIM KIT, DENNIS
o EUR S
Managing Director
EFRKE
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BHRTEEARAT Oriental Watch Holdings Limited

Consolidated Statement of Changes in Equity
FARBBBE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

Capital Asset
redemption revaluation
Share Share reserve reserve Special Translation  Retained  Dividend
capital  premium BxK EE reserve reserve profits reserve Total
K& RHEE REERE ERREE  KARE  RERE REEN  RERE &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT FAT FAT FAT FAT FAL
At 1st April 2005 “ZERE
mA—AH 27,525 52,045 425 — 5,180 — 620,249 12,386 717,810
Exchange difference BEBNEBRH
arising on translation EEZERZER
of foreign operations — — — — — 569 — — 569
Change in fair value of MHHESREE
available-for-sale LDTEEY
financial assets — — — 209 — — — — 209
Net income recognised ERERAER
directly in equity ZBAFE - — — 209 — 569 — — 778
Profit for the year FEREMN = — — — — - 65,271 = 65,271
Total recognised income FAER
for the year IoN L = - — 209 - 569 65,271 - 66,049
2006 interim dividend BER-EE/F
declared HHRS — — — — = = (6,881) 6,881 —
2006 final dividend declared EER=ZZAF
RERE - — - - = - (11,010) 11,010 =
Dividends paid BRARE — — - - — — — (19,267) (19,267)
At 31st March 2006 k3 N3
ZAZt-B 755 52045 425 209 5,180 569 667629 11010 764592
Exchange difference BB EBRH
arising on translation EfZERER
of foreign operations — — — — — 5,328 = = 5,328
Change in fair value of HHESREE
available-for-sale LATEZY
financial assets — — — 2,915 — — — — 2,915
Net income recognised
directly in equity ZWAFE = = = 2915 — 5,328 — — 8,243
Profit for the year FREH — — — - — - 94,874 — 94,874
Total recognised income ENERZ
for the year ON-+- = — — 2915 — 5,328 94,874 — 103,117
2007 interim dividend BER=55tH
declared FHRS — — - - = — (6,881) 6,881 =
2007 final dividend declared EERK_-ZELF
RERE - — - - — - (15,414) 15,414 —
Dividends paid BRARE — — — = = = — (17,891) (17,891)
At 31st March 2007 S 3
ZRA=t+-H 27,525 52,045 425 3,124 5,180 5,897 740,208 15,414 849,818

The special reserve of the Group comprises the difference
between the nominal amount of the share capital issued by
the Company and the nominal amount of the issued share
capital and special reserves of those companies which were
acquired by the Group pursuant to a group reorganisation in
1993. The special reserves of these acquired subsidiaries
represent the credit arising on reduction of their paid up share

capitals under the group reorganisation.
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Oriental Watch Holdings Limited RAXRITEEAR A

Consolidated Cash Flow Statement

MEREMER

For the year ended 31st March 2007
BE_FTELF=A=1—HILFE

2007 2006
—EELHE —ZTEREF
HK$°000 HK$'000
FET FETL
Operating activities K&
Profit before taxation B 7% B Al 115,331 79,369
Adjustments for: FHENTIEE :
Interest income from banks RERITZHEMRA (696) (1,443)
Interest expenses B 11,153 5,343
Dividend income from available-for-sale AfEHEERMEE L
financial assets % B 1 A (1,870) —
Depreciation of investment properties WEMETE 404 400
Depreciation of property, mE - BB
plant and equipment BETE 11,628 10,034
Loss on disposal of property, HEME - HERk
plant and equipment R EE 584 1,040
Gain arising from changes in fair value HBMHET AR 2 AV E
of conversion option derivative BETEE N (521) (2,374)
Imputed interest income from AIMBREEZEWRIEZ
convertible notes receivables JE &% A B A (28) (23)
Loss on disposal of convertible HEITRKRERZ
notes receivables FE W SRIE 2 B 18 599 —
Gain on disposal of available-for-sale HEAHLEESRMEE
financial assets 2 WEs (1,631) (221)
Operating cash flows before movements LEESEHAI 2K E
in working capital ReEmE 134,953 92,125
Increase in property rental deposits eV R e | (8,218) (3,868)
Increase in inventories 5 &% (88,273) (129,862)
Increase in trade and other receivables 8 5 K& H b fE W AR FR8 0 (5,288) (25,970)
Increase in trade and other payables B 5 & H b fE - BR 58 0 17,055 4,191
Cash from (used in) operations CELETEFESE () 2B & 50,229 (63,384)
Taxation paid in RUATHE 2 B AFIE
— Hong Kong — BB (10,941) (15,911)
— other jurisdictions — HMaAER (2,397) (2,676)
Net cash from (used in) operating activities S TS £
(PT#E) 2 RE FHE 36,891 (81,971)
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BHRTEEARAT Oriental Watch Holdings Limited

Consolidated Cash Flow Statement

AN =
GERERER

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

2007 2006
—EEtF ZETREF
HK$°000 HK$'000
FET FETL
Investing activities REFK
Interest received B U F 2 696 1,443
Dividend received from available-for-sale AHEESHEE Y
financial assets B WA 1,870 —
Purchase of property, plant and equipment BEWME BERE (34,510) (14,079)
Proceeds from disposal of property, HEWH  KRREE
plant and equipment ZF18 3R 250 —
Purchase of convertible notes receivables BEUBRRERE 2 EBMIA — (2,000)
Proceeds from disposal of HERTRKREE 2 B GRIE
convertible notes receivables Z P18 5 IE 1,600 —
Purchase of available-for-sale financial assets EEAHLEESREE (15,188) (44,486)
Proceeds from disposal of HEAHHESHMEE L
available-for-sale financial assets Fri5 A 20,734 12,574
(Increase) decease in pledged bank deposits BEARITERCEM) B (40,000) 3,150
Net cash used in investing activities REXBAFE RS FE (64,548) (43,398)
Financing activities RS B
Interest paid BERHE (11,153) (5,343)
Dividends paid BERRE (17,891) (19,267)
Bank loans raised MERITER 492,108 280,788
Repayment of bank loans BRIETER (409,512) (177,385)
Net cash from financing activities MEEBMELAZREFE 53,552 78,793
Net increase (decrease) in cash and BeRERBEEE 218
cash equivalents (R) F8 25,895 (46,576)
Cash and cash equivalents at 1st April MA—BzR&REFRARELER 98,381 144,495
Effect of foreign exchange rate changes EXEFH s ZE (982) 462
Cash and cash equivalents at 31st March —A=+—HZBREX
FRALER 123,294 98,381
Analysis of the balances of cash RehERBFSEEEH#
and cash equivalents Z A
Bank balances and cash BITEBRRAS 130,149 102,281
Bank overdrafts RATBEX (6,855) (3,900)
123,294 98,381
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Oriental Watch Holdings Limited RAXRITEEAR A

Notes to the Consolidated Financial Statements

AN
e

B 75 R R P RE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

1.

General

The Company is incorporated in Bermuda as an
exempted company with limited liability and acts as an
investment holding company as well as engaged in
watch trading. The shares of the Company are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office and
principal place of business of the Company are detailed
in the corporate information section 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.

Application of New and Revised Hong Kong
Financial Reporting Standards

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

The Group has not early applied the following new
Standards, Amendment or INTs that have been issued
but are not yet effective. In the opinion of the directors,
the application of the Standard, Amendment or INTs will
have no material impact on the results and the financial
position of the Group, except for the adoption of HKFRS
8 — Operating Segments which will have impact on the
presentation of the Group’s financial information by
segment.
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2. Application of New

and Revised Hong Kong

Financial Reporting Standards (Continued)

HKAS 1 (Amendment)

HKAS 23 (Revised)

HKFRS 7

HKFRS 8

HK(IFRIC) — INT 8

HK(IFRIC) — INT 9

HK(IFRIC) — INT 10
HK(IFRIC) — INT 11
HK(IFRIC) — INT 12

U Effective for annual
January 2007.

2 Effective for annual
January 2009.

e Effective for annual
May 2006.

& Effective for annual
June 2006.

g Effective for annual
November 2006.

® Effective for annual
March 2007.

Y Effective for annual

January 2008.
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Notes to the Consolidated Financial Statements

= A\
a

B 75 R R P RE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

3.

Significant Accounting Policies

The financial statements have been prepared on the
historical cost basis, except for certain financial
instruments, which are measured at fair values, as
explained in the accounting policies set out below.

The financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards and include applicable disclosures required
by the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and the Hong
Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st March each year. Subsidiaries are
entities controlled by the Company. Control is achieved
where the Company has the power to govern the
financial and operating policies of an entity so as to
obtain benefits from its activities.

All significant inter-company transactions and balances
within the Group are eliminated on consolidation.

Revenue recognition

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

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.

3.

FTEEFHEE

AR TV IRE £ AR
fE T LRI AR - wmT XA
B2 BHEGEATL - XEERMIAT
BAFEIE -

AMBRERIDBBEBEVE RS ER
mEH  TEREEEBMARZMEBER

~AES LR AR EE R B RGPT
MEZBRRESH -

REEXE

REMBHRREBBARARENER
FABESF=RA=1+—HILz2HBER
R-MBRADIXARAEHZE
B WARRARENEI—ER Y
BREBRRAREEBHERSH

71
o MIElRSHRER ZEHE -

AEEARBEZABEAR S R iE
HREELREGKRE AME -

W 2 R

Wz TR B Wk B U R(E 2 A FER
B SARABXBBAERTIEERY
el 2 &8 - WMERITH R SR
BiIB ©

EEmMRNEmNERMBREERR

TREEZMERARBREESS
FERzBRNRIZEBEERG
BRANEARNEMEE ZBTFHA
R ARRERABERBRESR
EREFEZHE -

3 ANNUAL REPORT 2007



RARTEEAR QA Oriental Watch Holdings Limited

Notes to the Consolidated Financial Statements

= A\
a

B 75 R R P RE

For the year ended 31st March 2007
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3.

Significant Accounting Policies (Continued)

Rental income from operating leases is recognised in
the income statement on a straight line basis over the
term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
recognised as an expense on a straight line basis over
the lease term.

Dividend income from investments is recognised when
the Group’s rights to receive payment have been
established.

Investment properties

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated
impairment losses. Depreciation is charged so as to
write off the cost of investment properties using the
straight line method.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected from its disposals. 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 asset) is included in the income statement
in the year in which the item is derecognised.

Property, plant and equipment

Property, plant and equipment are stated at cost less
subsequent accumulated depreciation and accumulated
impairment loss, except for the land and buildings
previously transferred from investment properties,
evidenced by the commencement of owner-occupation,
which were measured at the fair value at the date of
transfer and considered as the deemed cost of the
property. The property interest held under an operating
lease which was previously classified as investment
properties under the fair value model is continued to
account for as a finance lease after the transfer.
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3.

Significant Accounting Policies (Continued)
Property, plant and equipment (Continued)

The land and building elements of a lease of land and
building are considered separately for the purpose of
lease classification, leasehold land which title is not
expected to pass to the lessee by the end of the lease
term is classified as an operating lease unless the lease
payments cannot be allocated reliably between the land
and building elements, in which case, the entire lease
is classified as a finance lease.

The cost of leasehold land and buildings is depreciated
over the shorter of the period of the lease or over their
estimated useful lives of 30 years or 50 years using the
straight line method.

Depreciation is provided to write off the cost of other
property, plant and equipment over their estimated
useful lives, using the reducing balance method, at the
rate of 20% per annum.

An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continue 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.

Inventories
Inventories, which are all finished goods held for sale,

are stated at the lower of cost and net realisable value.
Cost is calculated on a specific identification basis.
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3.

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 instrument.
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 income statement.

Financial assets

The Group’s financial assets are classified into three
categories, including financial assets at fair value
through profit or loss, loan and receivables and
available-for-sale financial assets. 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
marketplace. The accounting policies adopted in respect
of each category of financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
represented financial assets held for trading. At each
balance sheet date subsequent to initial recognition,
financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value
recognised directly in income statement in the period in
which they arise.

ANNUAL REPORT 2007 4

FESEBR (7
E@MIA

cRHEERERMABENERXEEER
RATREARKX ZRINTRREE
BEXRER cREERESRAER
RFENFEE - WEKBTERE
ENTBEEEERGEZRXIUA
(AAFEAABRRZEREER
ERMBERIN) IR EXHEREIMA
TREEITBRABZIAFELES
REEXERABZIAFEARNNR
(I&E) - WHBARTEFARBER
CEMEERTRMABEREMHZIX
SRR R R AER -

ETHEE

AEBEZEMEES R={EEH - B
BUARFEAABERZERMEE
EXREUEERRAHFLHESRE
E-MATHBEILESREET
BRXZAEEBERARTHER - ©H
BEXLENBEILESREE -
WERKNTEH ERBAHEHREZ
REERANEEE - MRMAESE
TRHEEAM S BRIALT -

KR FEFABRERZ /B EE

UNAFEFABSRZEBEERR
BIEEECZEMEE - RBERERRK
ZEBER ARV EFABRRZ
ERMEENRAFEFE  MAFE
ZEPRREELE ZHBRAERER K
mRAER o



Notes to the Consolidated Financial Statements

= A\
a

B 75 R R P RE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

3.

Significant Accounting Policies (Continued)
Financial instruments (Continued)

Financial assets (Continued)

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 and other receivables, convertible notes
receivables, pledged bank deposits and bank balances
and cash) are carried at amortised cost using the
effective interest method, less any identified impairment
losses. An impairment loss is recognised in income
statement 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.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as any of
the other categories. At each balance sheet date
subsequent to initial recognition, available-for-sale
financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at
which time, the cumulative gain or loss previously
recognised in equity is removed from equity and
recognised in income statement. Any impairment losses
on available-for-sale financial assets are recognised in
income statement. Impairment losses on available-for-
sale equity investments will not reverse in income
statement in subsequent periods. For available-for-sale
debt investments, impairment losses are subsequently
reversed if an increase in the fair value of the investment
can be objectively related to an event occurring after
the recognition of the impairment loss.
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3.

Significant Accounting Policies (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity instruments, they are measured
at cost less any identified impairment losses at each
balance sheet date subsequent to initial recognition.
An impairment loss is recognised in income statement
when there is objective evidence that the asset is
impaired. The amount of the impairment loss is
measured as the difference between the carrying amount
of the asset and the present value of the estimated
future cash flows discounted at the current market rate
of return for a similar financial asset. Such impairment
losses will not reverse in subsequent periods.

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 and other payables,
long-term bank loan, short-term bank loans and bank
overdrafts are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments

Equity instruments issued by the Group are recorded at
the proceeds received, net of direct issue costs.
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Significant Accounting Policies (Continued)
Financial instruments (Continued)

Financial liabilities and equity (Continued)
Embedded derivatives and derivatives

Derivatives are initially recognised at fair value at the
date a derivative contract is entered into and are
subsequently remeasured to their fair value at each
balance sheet date. The resulting gain or loss is
recognised in the income statement immediately.

Derivatives embedded in other financial instrument or
other non-derivative host contracts are treated as
separate derivatives when their risks and characteristics
are not closely related to those of the host contracts
and the host contracts are not measured at fair value
with changes in fair value recognised in the income
statement.

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
income statement.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged,
cancelled or expires. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid or payable is recognised in
income statement.
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Significant Accounting Policies (Continued)
Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its tangible 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 expenses immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the assets is increased to the revised
estimate of its recoverable amount, but so 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
immediately.

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 net 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 income statement
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 by the
balance sheet date.
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Significant Accounting Policies (Continued)
Taxation (Continued)

Deferred tax is recognised on differences between the
carrying amounts 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 the initial recognition (other than in a
business combination) of assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.

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 period when the liability is
settled or the asset 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.

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.

Oriental Watch Holdings Limited RAXRITEEAR A

R =] n-I—JBZ
g (&)

ﬁkﬁﬁﬁﬁﬁﬁﬁ%ZEF&EF
AR T B & 51 B e aR 7w I BT (66 A 4B B
REMEZZBMER  TAEEER
BERAEEEE - ELHEEEL%
ST A EGTMEREEER
Eﬁﬁﬁ@ﬁﬂ%ﬁﬁﬂ@%ﬁﬁ%
B 2 FERT R AR RER o a3
%¢ﬁ§ﬁ%ﬂﬂ%%éﬁ%ﬂﬁ§?
FEEMS B REEET T ERE
Fha A R e R SRR
ZEEERAE -

BERERBEEZ RAERSESKER
tERat - W B A =5 ERD T
1B 2= Bk &R 10 B E B E K 1R

BEBRBN RN BEREXREE
BEEARERCREFTHE - BEXHA
P a R P ABRSET AR R - M
EEHERTERERSETHBRRE
FEZBEAB - BInenEatRE -

S

mﬂ@ 18 5l &= B F 88 2 B 7% &
5oOURERBNEEE NI ZER
WW@ﬁﬁZx%ﬁf*%E%ZZ
REXHRESHEER (XERL
EMETELEMEBEZER) LK -
REFEER - UIINEEEZ R %IEE
REEAZERERENRE

3 ANNUAL REPORT 2007



RARTEEAR QA Oriental Watch Holdings Limited

Notes to the Consolidated Financial Statements

= A\
a

B 75 R R P RE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

3.

Significant Accounting Policies (Continued)
Foreign currencies (Continued)

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in income statement in the period
in which they arise.

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations (including comparatives) are
translated into Hong Kong dollars using exchange rates
prevailing on the balance sheet date. Income and
expense items (including comparatives) are translated
at the average exchange rates for the year, unless
exchange rates fluctuated significantly during that year,
in which case the exchange rates at the dates of the
transactions are used. Exchange differences arising, if
any, are recognised as a separate component of equity
(translation reserve). Such translation differences are
recognised in income statement in the period in which
the foreign operation is disposed of.

Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to employees

The Group chooses not to apply HKFRS 2 “Share-based
payments” with respect to share options granted after
7th November 2002 and vested before 1st April 2005,
no amount has been recognised in the consolidated
financial statements in respect of these equity-settled
shared-based payments until such time when the share
options were exercised, the amount in excess of the
share capital was recognised as share premium.
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Significant Accounting Policies (Continued)

Operating leases

Rentals payable under operating leases are charged to
income statement 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.

Financial Instruments

(a)

Financial risk management objectives and
policies

The Group’s financial instruments include
available-for-sale financial assets, trade and other
receivables, pledged bank deposits, bank
balances and cash, trade and other payables,
bank loans and bank overdrafts. 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.
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Financial Instruments (Continued)

(a)

Financial risk management objectives and
policies (Continued)

Market risk
Currency risk

The Group has minimal currency exposure as the
majority of the sales were denominated in the
functional currency of the relevant group entities.
The management conducted periodical review of
exposure and requirements of various currencies,
and will consider hedging significant foreign
currency exposures should the need arises.

Fair value interest rate risk

The Group's fair value interest rate risk relates
primarily to fixed-rate pledged bank deposits (see
note 17 for details of this pledged bank deposits).
The pledged bank deposits are short term in
nature and the directors consider the fair value
interest rate risk will not have a significant impact
on the results of the Group.

Cash flow interest rate risk

The Group is exposed to cash flow interest rate
risk through the impact of rate changes on interest
bearing financial assets which are bank deposits.
Since the bank deposits are all short-term in
nature, any future variation in interest rates will
not have a significant impact on the results of
the Group.

In addition, the Group’s cash flow interest rate
risk also relates to variable-rate borrowings (see
notes 20 and 21 for details of these borrowings).
It is the Group’s policy to keep its borrowings at
floating rates of interest so as to minimise the fair
value interest rate risk.
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4.

Financial Instruments (Continued)

(a)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Cash flow interest rate risk (Continued)

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

Price risk

The Group’s available-for-sale financial assets are
measured at fair value at each balance sheet
date and subjected to the exposure of equity
price risk. The management manages this
exposure by maintaining a portfolio of investments
with different risk profiles.

Credit risk

The Group’s maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations as at 31st March 2007 in relation
to each class of recognised financial assets is
the carrying amount of those assets as stated in
the 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 debtor at each balance sheet
date to ensure that adequate impairment losses
are made for irrecoverable amounts. In this
regard, the directors of the Group consider that
the Group’s credit risk is significantly reduced.
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Financial Instruments (Continued)

(a)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The credit risk on liquid funds is limited because
majority of the counterparties are banks with high
credit-ratings assigned by international credit-
rating agencies and state-owned banks with good
reputation.

The Group has no significant concentration of
credit risk on trade receivables. Its exposure
spread over a large number of counterparties and
customers.

Fair value of financial assets and financial
liabilities

The fair value of financial assets and financial
liabilities are determined as follows:

o the fair value of financial assets with
standard terms and conditions and traded
on active liquid markets are determined
with reference to quoted market bid prices;

o the fair value of other financial assets and
financial liabilities are determined in
accordance with generally accepted
pricing models based on discounted cash
flow analysis.

The directors consider the carrying amounts of
financial assets and financial liabilities recorded
at amortised costs in the financial statements
approximate their fair values.
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5. Segment Information 5. Z2EESR
Business segments E S|
The Group’s operation is regarded as a single segment, REBEREERES —BEB -
being an enterprise engaged in watch trading.
Geographical segments hE D8
The Group’s operations are located in Hong Kong, REBZEBURES  RFIRPE
Macau and Mainland China (the “PRC”), representing At ([FE]) - DAEBEZHREEE
the basis on which the Group reports its primary DEERCEE REEASEZH
segment information. In determining the Group’s BHHEE - W NEEPUEEIAR
geographical segments, revenues are attributed to the B mMEEADREEMEEA
segment based on the location of the customers, and FIB - TREEBASE ZHME D
assets are attributed to the segments based on the HER DT ©
location of the assets. The following table provides an
analysis of the Group’s geographical segment
information.
Turnover Results
=L EE
2007 2006 2007 2006
—EZtHF —TEREF —EEtHF g
HK$°000 HK$'000 HK$°000 HK$'000
FET BT FET FAETL
Hong Kong BB 2,109,146 1,654,842 88,081 68,834
Macau and the PRC BT R B 758,826 490,328 37,267 16,594
Inter-segment sales HENEEEE
elimination (222,058) (122,789) — —
2,645,914 2,022,381 125,348 85,428
Unallocated other income & 7 Bd £ 4t U A 4,049 2,398
Unallocated expenses AOEHEX (2,913) (3,114)
Finance costs B & B AR (11,153) (5,343)
Profit before taxation B 7 Al 4 A 115,331 79,369
Taxation 18 (20,457) (14,098)
Profit for the year F A A 94,874 65,271

Inter-segment sales are charged at the prevailing market

rate.

DRAEENRERMENE
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5. Segment Information (Continued)

BALANCE SHEET

5.

TRER ()

EERER

Segment assets

Segment liabilities

PHEE TEERE
2007 2006 2007 2006
—EBEE —ZTF ZBELE —ZTTRF
HK$°000 HK$’'000 HK$’000 HK$'000
FET FAETT FET FAE T
Hong Kong EF5 757,453 681,165 100,279 65,454
Macau and the PRC J®F3 Kk b 402,814 274,845 15,737 32,327
1,160,267 956,010 116,016 97,781
Unallocated RO/ 92,719 100,868 287,152 194,505
1,252,986 1,056,878 403,168 292,286
OTHER INFORMATION H & R

Capital additions

Depreciation

= e
2007 2006 2007 2006
—EELF —_TTRF ZEBEBELFE —ITTRF
HK$’000 HK$'000 HK$’000 HK$000
FET FET FET FET
Hong Kong s 6,716 4,006 3,822 3,654
Macau and the PRC B R 27,794 10,073 7,806 6,380
34,510 14,079 11,628 10,034
6. FINANCE COSTS 6. BEKRX
2007 2006
—EELF ZEERF
HK$’000 HK$000
FET FE&T
Interest on B
— bank borrowings — ARAEFAE
wholly repayable HEZEZRITEE
within five years (10,483) (4,712)
— bank borrowings not — BERAFNA
wholly repayable EHEEZRITEE
within five years (670) (631)
(11,153) (5,343)
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7. PROFIT BEFORE TAXATION

7.  BRBiADER

2007 2006
—EELHF ZEERF
HK$°000 HK$'000
FETT FET
Profit before taxation has been R 7 Am A B R
arrived at after charging:
Directors’ remuneration (note 8) EEMe (FE8) 22,604 18,481
Other staff's retirement benefits scheme H B 8 2 RINEAE
contributions, net of negligible R ENBRALE
forfeited contributions 08 WA R 2,722 3,906
Other staff costs H At 5 8 KA 55,318 44,559
80,644 66,946
Auditor’s remuneration % HEM BN 5 1,500 1,400
Depreciation for BATIEERE
— investment properties — BEYE 404 400
— property, plant and equipment — W MBEREE 11,628 10,034
Loss on disposal of convertible HEMMBBRERZ
notes receivables FE W K18 2 1R 599 —
Loss on disposal of property, HEYE - Has Rk
plant and equipment REZEE 584 1,040
Operating lease rentals in respect of EHEBEMEZ
rented premises RETHOHEE 33,713 21,586
and after crediting: WEFA :
Dividend income from available-for-sale AHNESHEE 2
financial assets &% B A 1,870 203
Gain arising from changes in fair value H@HAET A 2 AT E
of conversion option derivative FEFTE £ 2 Wa 521 2,374
Gain on disposal of available-for-sale HERHTESRHEE Y
financial assets I = 1,631 221
Gross property rental income before D2 HAI 2 B E
deduction of negligible outgoings e WA 560 960
Imputed interest income from convertible AHMRER 2 BKRIBZ
notes receivables JE 55 A1 B A 28 23
Interest income from banks KERITZFEWA 696 1,443
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8. Directors’ and Employees’ Emoluments 8. E=kEEZHM=
The emoluments paid or payable to each of the 10 ENEMIORESZMESMT -

directors were as follows.

2007 2006
“EEtE ZETRE

Retirement Performance- Retirement Performance-

benefits related benefits related

Salaries  scheme incentive Salaries  scheme incentive
and other contributions bonus and other contributions bonus
benefits Bk E3) benefits LN )
HER & il HeR &7 il

Fees 2t HE | ®B Total Fees it HE RE Total
ok &7l 3 fta @t Be Bl 73 it at
HK$'000 HKS'000 HK$'000 HKS$000 HK$000  HK$000  HK$000  HK$'000  HK$000  HK$'000
TExr TEx FTExz TExr TFEx TEr TAr  FEr  TEr  ThExn

(note) (note)
(&) (Fit)

Executive directors HUES
Mr. Yeung Ming Biu BAERE - 2,886 400 1,567 4,853 = 2,883 393 1,129 4,405
Mr. Yeung Him Kit, Dennis BiRLE - 1,950 180 1,567 3,697 — 1,405 137 1,129 2,671
Mr. Chan Che Kwong, William BEtEE - 1,300 120 1,567 2,987 = 1,200 119 1,129 2,448
Mr. Fung Kwong Yiu BERE L - 2,251 312 1,567 4,130 - 2,078 311 1,129 3518
Madam Yeung Man Yee, Shirley hEELT - 494 57 1,567 2,118 — 456 43 1,129 1628
Mr. Lam Hing Lun, Alain MEBLE - 1,202 102 783 2,087 — 1,049 9 452 1596
Mr. Choi Kwok Yum BESEE - 1,463 162 783 2,408 - 1287 152 452 1,891
Independent non-executive directors B kHTEE
Dr. Sum Ping Hsu, Samson RRERT 108 - - - 108 108 = = = 108
Dr. Li Sau Hung, Eddy ZEERT 108 - - - 108 108 — — = 108
Mr. So Kai Lau, Peter HEERE 108 - - - 108 108 — - - 108

324 11546 1,333 9,401 22,604 324 10358 1,250 6,549 18481
Note: The performance-related incentive bonus is determined Kzt - RI[VABEIERNEAL T IE MR EAL R

as a percentage of the profit for the year before bonus FABRMzE—BSLMEE °
charge.

All the five highest paid employees of the Group were AEBERUESHMEEH AEERQR
executive directors of the Company. Details of their HITESE - BREZMEFHBBEEN L
emoluments were disclosed above. X o
During the year, no emoluments were paid by the Group FR - ANEBEWE R AN ZS S HE
to the five highest paid individuals (including directors E(PHEEELEER) IMNEMES -
and employees) as an inducement to join or upon joining EBIMARNEB S INARNEEH% 25
the Group or as compensation for loss of office. None kBB E - FAMESEENEE
of the directors has waived any emoluments during the ] B &

year.
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9. Taxation 9. ®HmE
2007 2006
) S ZTTRF
HK$’000 HK$000
FETT F&T
The charge comprises: THBE:
Hong Kong Profits Tax BB FH (15,833) (11,373)
Underprovision in prior years @81 F & & T2 (88) —
(15,921) (11,373)
Taxation in other jurisdictions  HEfb &l /&A@ 2 18 (4,114) (2,725)
Underprovision in prior years @1 FE & &2 177) —
(4,291) (2,725)
Deferred taxation EEFIE (245) —
(20,457) (14,008)
Hong Kong Profits tax is calculated at 17.5% on the BB ST AR IR F A 5 5 B R B 5= A
estimated assessable profit for the year. BA17 5% L5 & -
Taxation in other jurisdictions is calculated at the rates REAMRERERE 2 BIBRES @AM
prevailing pursuant to the relevant laws and regulations. MEBRBRIBERAE -
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9.

10.

Taxation (Continued)

9. BiE (&)

The charge for the year is reconciled to profit before AN EF 2 R B T8 BE BR R R A 2 YRR 1A
taxation as follows: N
2007 2006
ZEELF —_Z=Z
HK$°’000 % HK$'000 %
FHET FET

Profit before taxation & 4 A1l v F) 115,331 79,369
Tax at the applicable income BREBEERNEXGE

tax rate Z 1A (20,183) (17.5) (13,890) (17.5)
Tax effect of expenses AAIHIBAS 2

not deductible for tax Mm% &

purposes (968) (0.8) (112) (0.2)
Tax effect of income not BARTKAZ

taxable for tax purposes M E 845 0.7 381 0.5
Utilisation of tax losses not AN RER

previously recognised % EE 616 0.5 40 0.1
Effect of different tax rates for ~ REM A A ERELE

subsidiaries operating in el 0= NS R

other jurisdictions TEREZZE (388) (0.3) (236) (0.3)
Underprovision in prior years BEFEEBERET R (265) (0.2) — —
Others HAh (114) (0.1) (281) (0.4)
Tax charge and effective AEEHEAEX W

tax rate for the year SRR (20,457) (17.7) (14,098) (17.8)
Dividends 10. R &

The final dividend of HK5.5 cents (2006: HK4 cents)
per share has been proposed by the directors and is
subject to approval by the shareholders in the
forthcoming annual general meeting.
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For the year ended 31st March 2007

=
11.
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Earnings Per Share

The calculation of the basic and diluted earnings per
share attributable to the ordinary equity holders of the
Company is based on the following data:

11.

BRER

ARrEBERFBARESRER
REERMIRATBIEE -

2007 2006
—EELHF ZETRF
HK$’000 HK$'000
FET FE T
Earnings 2 F
Earnings for the purposes of FTEESRERK
basic and diluted earnings BERA 2 B A
per share 94,874 65,271
2007 2006
—EEBLF ZETRX
’000 ‘000
TR F g
Number of shares R#EE
Weighted average number SAESREREF 2 E
of ordinary shares for the P& 0 < 15 2
purposes of basic earnings
per share 275,253 275,253
Effect of dilutive potential B E o BELBR
ordinary shares .
— share options — R 128
Weighted average number AESREERT 2T
of ordinary shares for A% hn#E 5 25
the purposes of diluted
earnings per share 275,381

No diluted earnings per share was presented for the
year ended 31st March 2006 because the exercise price
of the Company’s share options was higher than the
average price of the Company’s shares.

HRARRBREZTEERSRA

DAV 2 FHEE

B 1t 3 4 2 5|

BE_TTANF-_A=1T—HLFE

ZEREERTN -
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12. Investment Properties REWYE
HK$'000
FAET
COST R 2
At 1st April 2005, 31st March RZ-_ZTZHFWMA—A -
2006 and 31st March 2007 —A=+t—8BK=ZF ti:ﬂ =+—H 25,457
DEPRECIATION e
At 1st April 2005 R_ZEZRFNMA—H 200
Provided for the year NEE R 400
At 31st March 2006 R-ZEEF=ZA=+—H 600
Provided for the year NEFEME 404
At 31st March 2007 R-_ZEZE+F=A=+—H 1,004
CARRYING VALUE RHEE
At 31st March 2007 R-_EZ+F=A=1+—H 24,453
At 31st March 2006 R-ZBEERNF=ZA=+—H 24,857

The investment properties are situated in Hong Kong
and are held under long leases. They have been
pledged to a bank to secure the credit facilities granted
to the Group. The fair value of the Group’s investment
properties at 31st March 2007 was HK$27,500,000,
representing the valuation carried out by Greater China
Appraisal Ltd., an independent firm of professional
valuers, on an open market value basis. The valuation
which conforms to International Valuation Standards, was
determined by reference to market evidence of
transaction prices for similar properties.

There was no allocation between the land portion and
building portion for the above investment properties as
it cannot be made reliably. The above investment
properties are depreciated on a straight line basis at
approximate 1.59% per annum.
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13. Property, Plant and Equipment - BERRE
Furniture,
fixtures
and
equipment
Land and &M Motor
buildings #E vehicles Total
T REF k#&EE "B &5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET TFHET
COST EEZF
At 1st April 2005 R-ZZEERFNA—H 70,120 53,368 2,998 126,486
Currency realignment ERRAE 19 129 8 156
Additions NE — 14,079 — 14,079
Disposals HE — (1,499) — (1,499)
At 31st March 2006 RZZEENF=ZA=+—H 70,139 66,077 3,006 139,222
Currency realignment B 41 627 14 682
Additions NE 20,799 12,176 1,635 34,510
Disposals HE — (1,231) (1,228) (2,459)
At 31st March 2007 RZZZ+E=RA=+—H 90,979 77,649 3,327 171,955
DEPRECIATION nE
At 1st April 2005 R_ZEZTRFMA—H 7,607 33,239 1,738 42,584
Currency realignment ERAE 2 45 2 49
Provided for the year REEHEE 664 9,155 215 10,034
Eliminated on disposals & B 3 85 — (459) — (459)
At 31st March 2006 RZEERNE=ZA=+—H 8,273 41,980 1,955 52,208
Currency realignment EHRREE 5 264 5 274
Provided for the year REEHEE 655 10,549 424 11,628
Eliminated on disposals i 6 B — (802) (823) (1,625)
At 31st March 2007 RZBZLE=A=+—H 8,933 51,991 1,561 62,485
NET BOOK VALUES iR E FE
At 31st March 2007 R_EZE+tF=A=+—H 82,046 25,658 1,766 109,470
At 31st March 2006 RZZEENF=ZA=+—H 61,866 24,097 1,051 87,014

Owner-occupied leasehold land is included in property,
plant and equipment because the allocation between

HRETEREEL 2 D R

BFEIEsTeea D - WEEH
the land portion and building portion cannot be made AAE L st AW E - #eE
reliably. 1 o
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14.

—EE+F=ZR=+—HIFE

Property, Plant and Equipment (Continued) 13. ¥I¥ -  BERRE (B)
2007 2006
—EELHF —EERF
HK$’000 HK$'000
FETT FAET
The net book value of property VR ZRAFERRE :
interests comprises:
Properties held under BTRYNENEE 2 W
— long leases in Hong Kong — REBEBZRBABELY 61,523 60,985
— medium-term leases in the PRC ~ — RAEZ A HHAL 20,523 881
82,046 61,866
Convertible Notes Receivables 14. ATRBREBZEWRNRE
2007 2006
—EELHF —EEREF
HK$’000 HK$000
FET FET
Unlisted convertible notes REMA SRR
loan portion: ﬁ%%“ﬁﬁ PalE
At 1st April 2006/inception date RZEZ /\¢EH =]
/&AL 1,637 1,614
Imputed interest income JE &% A EMZ)\ 28 23
Disposal during the year FALE (819) —
Conversion to shares i 5 ID (846) —
At 31st March 2007 and shown RZEELF=A=1+—HK
under non-current assets P AIEREE E — 1,637
Conversion option derivative HIMEET A -
at fair value: %Tz’&ifﬁ :
At 1st April 2006/inception date RZTBEXEFMA—B/
&3 B HA 2,760 386
Changes in fair value of conversion  Z#HET A~
option derivative NEEE 521 2,374
Disposal during the year FAHE (1,380) —
Conversion to shares =I5 D (1,901) —
At 31st March 2007 and shown R-ZEZE+HFE=A=+—HEF
under current assets P AEREE E — 2,760
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14.

15.

Convertible Notes Receivables (Continued) 14. TRBEBZEWRRE (&)
The Group held convertible notes which was issued by REBEFE —HEROERATAIZE
a company with its shares listed on the Growth REMZARIMEITZAIBKRER -
Enterprise Market of the Stock Exchange. The AR EBRIREEMEETF4%:T 8
convertible notes were carried at coupon rate of 4% WHL T B ABMNRIEEBER « &
per annum and conferred rights to the bearer to convert HIREERR0.207E T 2B E D R
the whole or part of the outstanding principal amount BEEACBEABABZAT ZKRMD ° A
into shares of that company at a conversion price of BREBEZERFIBCEREFNES
HK$0.207 per share, subject to adjustment, in the 11.75% °
defined period. The convertible notes receivables
carried an effective interest rate at 11.75% per annum.
During the year, the Group disposed of the convertible FA - A& BA1,600,0007 T2 KAE
notes receivables with carrying value of HK$2,199,000 & BREE A2,199,000/8 JT 2 Al 2 i%
for a consideration of HK$1,600,000 resulting in a loss ZE9 . BH599,000/ T 2Bk o It
of HK$599,000. Besides, the Group converted the AN - REBIZ0.2078 T 2 TEEHH
remaining convertible notes with a carrying value of SREREI{E A2,747,00078 T 2 A 2 fR 2=
HK$2,747,000 at the exercise price of HK$0.207 into &R #54,830,9188 %10 - AEE
4,830,918 shares. The Group designated this investment ZEREREATHIEESCRMEE -
as available-for-sale financial assets.
Available-For-Sale Financial Assets 15. AtHELMEE
2007 2006
—EELE ZETREF
HK$’000 HK$000
FET FE T
Listed investments EWKE
— equity securities listed — BB LM
in Hong Kong (note a) BAZES (Hax a) 4,272 221
Unlisted investments FELEMKE
— managed fund — BEEES
portfolio (note b) wEWHE (K b) 9,890 8,085
— equity securities (note ¢) — BRAREH (B c) 43,818 53,230
57,980 61,536

During the year, the Group disposed of certain unlisted
equity securities with a carrying value of HK$24,407,000
resulting in a gain of HK$1,631,000 which had been
recognised in the income statement for the year.

RAFE, AEELESR T LMK
N:E % 0 BRE(E A24,407,000/ 7T
ML 151,631,000 Tz - E R
FEZWZRAER o
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15.

16.

Available-For-Sale Financial Assets (Continued)

Notes:

As at the balance sheet date, all the equity securities
listed in Hong Kong are stated at fair values, which
have been determined by reference to bid prices
quoted in active markets.

AHHEERMEE (&)

&t -

WEER  IAEE L TRARES
HENTFEAR  MAFEDZR
BT EABMERE -

b. The managed fund portfolio is managed by professional b. BIEEASKREHEGTIBEEEREL
investment managers and this portfolio mainly EBETEE  MZREHEETIER
comprises investment properties. The fund was stated EREYHE - & NIRRT
at fair value provided by the relevant bank. w2 AFEANE -

c. The above unlisted equity securities were issued by ®, L3 ETRAEBESFALEERER
private entities. They are measured at cost less 1T - BRAEBESRAIELTR
impairment at each balance sheet date because the KEHZEBAFEG2E@E AR
range of reasonable fair value estimates is so significant R MLATFEEEAEANE - &
that the directors of the Group are of the opinion that BEARAFZSR TR ELE BIZEA
their fair values cannot be measured reliably. WEAR °

Trade and Other Receivables BESRHEMEWERR

2007 2006
—EELF —EER
HK$’000 HK$000
FET FAEIT
Trade receivables 2 5 e W AR 3K 68,666 57,606
Balance of consideration JE W2 1 5 AT i
receivables from TREENREZHK
sale of available-for-sale
financial assets 5,304 3,000
Property rental and MERERARAREES
utilities deposits 5,442 3,544

Property rental prepayments ~ #EBE &£ BN R 3,237 4,473

Advances to apparel suppliers [A] iR 3£ 4 & p5 24 3% 5,934 3,620

Advances to suppliers ) it FE 78 A R 3,357 4,144

VAT receivables JE T 3% 18 5 10,366 12,412

Other receivables H A FE I BR 3R 3,839 4,258

106,145 93,057
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16. Trade and Other Receivables (Continued) 16. ESRHMEWIERR (&)
The Group maintains a general credit policy of not more AEEZGERR—RRARERE
than 30 days for its established and major customers. BREFRENBBEIOEZEER - K
The following is an aged analysis of trade receivables SEREER 2B S EKERR Z RER
at the balance sheet date: DWW
2007 2006
—EELF ZEERF
HK$°000 HK$'000
FER FHET
Age MR R
0 to 30 days 0% 30 H 59,090 53,094
31 to 60 days 31 £ 60 H 6,819 4,399
61 to 90 days 61 & 90 H 1,531 96
Over 90 days 90 HX 1,226 17
68,666 57,606
17. Pledged of Bank Deposits 17. BITERER
At 31st March 2007, the Group’s pledged fixed deposits RZEZLF=A=+—H, x5H
which carry at fixed interest rate of 3.8% per annum ERIRITRAE Bz —HME A R
was pledged to a bank in respect of the short-term R HEERE MM ZRITERIZE
credit facilities granted by this bank to one of the EFFZEIBUFTEZEMFR -

subsidiaries of the Group.

18. Bank Balances and Cash 18. WMITEHRKRAE
Bank balances and cash comprise cash held by the RITEREREBEASEMFER S
Group and short-term bank deposits with an original RIRE A A & =8 A sk A T iR B
maturity of three months or less at effective interest rate FREION (ZFZEREFE - 1.2%) 5
of 3.0% (2006: 1.2%) per annum. B ZRHIRITER -
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19. Trade and Other Payables 19. BEZRHEHMEMSER

2007 2006
—EELHF ZEERF
HK$’000 HK$000
FETT FE T
Trade payables 2 5 EATERR 95,212 80,674
Payroll and welfare payables  fEft T& K@ F 10,527 7,119
Commission payables A 1,535 1,433
Interest payables FE 15 A1) B 765 201
Other payables H i & 7 BR 3K 8,022 8,291
116,061 97,718
The following is an aged analysis of trade payables at AEBREER2ESENERZE

the balance sheet date: R T:
2007 2006
—EELHF ZETAREF
HK$’000 HK$000
FET FA&T

Age R 2

0 to 60 days 0Z60H 82,881 71,225
61 to 90 days 612 90H 6,011 4,921
Over 90 days 90H M £ 6,320 4,528
95,212 80,674
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20.

21.

Secured Long-Term Bank Loan 20. FERRBEITEN
2007 2006
—EELHF —ETREF
HK$’000 HK$000
FETT FE T
The secured bank loan is repayable B#EIFRITERERIAT
as follows: HAFE(E 3R -
Within one year —& R 980 980
Between one to two years —FERFENRN 980 980
Between two to five years WEERFEA 2,940 2,940
After five years hF% 7,513 8,493
12,413 13,393
Less: Amount due within one B R—FRNEE
year shown under HIBS AR E
current liabilities BE 980 980
Amount due after one year —F1& B H 2 RIE 11,433 12,413

At the balance sheet date, the Group has pledged its
investment properties to a bank to secure the bank loan

granted to the Group.

The bank loan carries interest at Hong Kong Inter-Bank
Offered Rate (“HIBOR”) plus 0.6% per annum.

Short-Term Bank Loans

21.

Short-term bank loans of HK$123,761,000 (2006:
HK$125,385,000) are unsecured and carry interest at a
range from HIBOR plus 0.6% to 0.8% per annum (2006:
HIBOR plus 0.6% to 0.8% per annum) and the remaining
bank loans carry interest at a range from 5.22% to 5.58%
per annum (2006: 5.24% to 5.57% per annum).

WEER > AEEERERTERERE
WME  NERAEEERRITERZE
e

RITEFRREBERERE ([HERTRA
ERS]) MEMK06%F B -

ZHIRITE X

RHISR T E 123,761,000 T (= 2=
7N 125,385,000 7T ) & & #4837
NFBBRITEEFEMNFEFE0.6%
208% (ZZZTAF  FABRITRER
BIERNR06%E08%) 8 hHE
BRIRTTE FIRF LN F5.22% £5.58
% (ZZTETNRE: EFREKR524% to
5.57%) 5T B o
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22. Deferred Taxation 22. EEBIIE
The following is the major deferred tax liabilities AT AR B s B R A R R EAE A B
recognised and movements thereon during the current BRCETERLEREAEREEZS :

and prior reporting periods:

Accelerated

tax
depreciation
R B IE T B
HK$000
FET
At 1st April 2005 and 1st April 2006 RZEFTRFNA—AB R
—ETRFHEA—HB 141
Charged to income statement for the year  F AR U zE R B 245
At 31st March 2007 R-ZEZLtEFE=RA=+—H 386
At the balance sheet date, the Group had unutilised tax REZRA  XEBHRERBARGEE
losses of HK$1,359,000 (2006: HK$4,879,000) available 81,359,000 ot (= & T /X F
to set off against future assessable profits. No deferred 4,879,000/ 7T) A 4 K 58 5K 2R & FR B i
tax asset has been recognised in respect of these A o F AR B TR A R 2108 F RO - Ak
unutilised tax losses due to the unpredictability of future ERZEARY AN G EERRELRIE
profit stream. These tax losses of the Group may be BE - RAKEB K EE 2 866,000
carried forward indefinitely except for HK$866,000 To(ZZE N4 4,286,000 7T) (£ A 45
(2006: HK$4,286,000) which may only be carried forward EET——FHN - ZEEIE AR
until year 2011. i o
23. Share Capital 23. &
Number of
ordinary shares Amount
2007 & 2006 2007 & 2006
ZTEREA EE
—EZLHF —EETLHF
R-—ZBZXF R-ZBZEXF
HK$000
FE T
Ordinary shares of HK$0.10 each FRMEC10E T2 EBK
— authorised — EE 500,000,000 50,000
— issued and fully paid — BETRAR 275,253,200 27,525

ANNUAL REPORT 2007 F#}



Oriental Watch Holdings Limited RAXRITEEAR A

Notes to the Consolidated Financial Statements

= A\
a

B 75 R R P RE

For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

24.

Share Options

Pursuant to an ordinary resolution passed in the
Company’s special general meeting held on 3rd
November 2003, the Company approved and adopted
a Share Option Scheme.

The options of the Share Option Scheme may be granted
to any director of the Company, employee, consultant,
customer, supplier or advisor of the Company or a
company in which the Group holds an interest or a
subsidiary of such company (the “Eligible Persons”),
the trustee of the Eligible Persons or a company
beneficially owned by the Eligible Persons. The purpose
of the Share Option Scheme is to attract and retain
quality personnel and Eligible Persons to provide
incentive to them to contribute to the business and
operation of the Company. The total number of shares
available for issue under the Share Option Scheme is
27,525,320 shares, representing 10% of the issued share
capital of the Company as at the date of this report. No
Eligible Persons shall be granted an option in any 12-
month period for such number of shares (issued and to
be issued) which in aggregate would exceed 1% of the
share capital of the Company in issue on the last day of
such 12-month period unless approval of the
shareholders of the Company has been obtained in
accordance with the Rules Governing the Listing of
Securities on the Stock Exchange. The exercisable
period is determined by the directors, which shall not
be more than 10 years from the date of grant. There is
no general applicable minimum period for which the
options must be held before it can be exercised. An
offer of the grant of an option shall be opened for
acceptance in writing received by the secretary of the
Company for a period of 21 days from the Eligible
Persons without paying any consideration upon the
acceptance of the offer. The exercise price per share
payable on the exercise of an option equals to the
highest of:

(a) the average closing price per share as quoted in
the Stock Exchange’s daily quotations sheet for
the five business days immediately preceding the
date of grant or (where applicable) such price as
from time to time adjusted pursuant to the Share
Option Scheme;

24.

1B R

BERRAN_ZZ=F+—-—A=HL
TZERREFHAE BB ERRE
& ARRIDHESRANBAES S -

BT & R R T IR A A
ZEZ - AREZEE  BEM - BF -
HEBXZAAILAEEREZLAAZ
B2 ARINZ AR B AR ([6E
BALD) - BEBALZETAKEE
BMATEREREZ2RAR - BRESEE
EREFZSAT REEBALHTREE -
ARSI HEATEREBRBEREARE
B EBREEELH R - BRE S
TH A 2397 2 i 1H 4 8h / 27,525,320
B - AR RN A SRS B2 BEBTR
K10% ° BIBHRFTES EMRA - &
JEEAR N RIREAE - BRI EM+=
EAMERN 6ERALTEERTH
REBROHBEASRBBREARFTNZ T =
BAMZEE —BZEETREA1%
2B’ (BBETRETEIT) - 11EH8T)
HEEETE  ETNSBABR L AR
FTTF o BEARAEET B30 IR E BB AR ETT
FRINBIFE 2 — MR A 2 REHR o
EERATARRERTEREZ AR
CIHALREE A RAMAQRMERT
REREBEXZIRE  MREBEXZRZERT
AXTEMRE o 1T BRERER
ZERITEEREAAT =EF 25
=

(a) BOREERHEBMAMER
BEMIXMBARERMABLE
Bl ES (ER) RIEE
PR B AR AR ZER
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=
24.

25.

—EE+F=ZR=+—HIFE

Share Options (Continued)

(b)  the closing price per share as stated in the Stock
Exchange’s daily quotations sheet on the date of
grant; and

(c) the nominal value of the share.

The Share Option Scheme is valid for a period of ten
years commencing on the adoption date on 3rd
November 2003.

On 16th January 2004, 18,900,000 share options were
granted to certain directors of the Company under the
Company’s Share Option Scheme at an exercise price
of HK$1.702. These share options were exercisable for
the period from 16th January 2004 to 15th January 2014.
No options were exercised since the grant date. The
number of share options outstanding under the Share
Option Scheme at 31st March 2006 and 31st March
2007 were 18,900,000.

24.

BERE(E)

(b) BRORFELEREBIMAEAR
EBRARZERETE &

(c) BfrmfE -

ERETSERABH T
B=ZBHBFTFAER °

=gt —

R_ZZEME—F+NH  ARRRE
HEERER S5 IRITEE1.702/8 L%
18,900,000 fE & #E F & T AR R E
o EHEBEANR -_ZTNE—A+
NEBEE-Z—NF—A+HRBHRBETT
£ o IR H B H 18 I 28 17 (0 (E 1) BB A%
R ZEERF=ZA=T—"HIKZ=Z
THE=ZA=1+—8  RIBEEHRETZ
B2 RITEEIRES B £18,900,000

B o

Operating Lease Arrangements 25. REHERH
At the balance sheet date, the Group was committed to REER  AEBERBEEREED
make the following future minimum lease payments in EIZPAIBUH 2 & S EFRE BRI
respect of rented premises under non-cancellable N THEHES :
operating leases which fall due as follows:
2007 2006
—EELE ZEERF
HK$’000 HK$000
FET FE T
Within one year —F N 51,954 20,086
In the second to fifth year inclusive @F_EZEFAF(BIEEEWSE) 61,744 25,857
After five years hF% 302 897
114,000 46,840
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25. Operating Lease Arrangements (Continued)
At the balance sheet date, the Group had contracted

with tenants for the following future minimum lease
payments in respect of investment properties let:

25, REHELRH (B

WEER  AEEERERREEE 2
BREMET SN A& A TRIER

g
&

2007 2006
—EELHF —EERF
HK$’000 HK$000
FET F#ET
Within one year —F A — 675
26. Other Commitments 26. H&E
At the balance sheet date, the Group was committed to REEER - NREBEGERERE R

pay royalties for the usage of a fashion brand for
manufacture and trading of apparels with a minimum
guarantee royalties payment as follows:

uuHE'E%L)SU(« AR SR - HIER
RPN REBEmMT

2007 2006

—EELHF —EERF

HK$’000 HK$000

FET F#ET

Within one year —F A 729 —
In the second to fifth year inclusive @F_-_EZEFAF(BIEEEWSE) 4,450 =
After five years hF% 5,226 —
10,405 —

The Group was also subjected to pay royalties at 6% B il 7 SARRBIRELSN - AEE I H

on total net wholesales made per annum on top of the
above minimum guarantee royalties.

XN EBF AT 2R -

27. Capital Commitments 27. EXREE
2007 2006
—EZELHF —EERF
HK$’000 HK$'000
FERT FET
Capital expenditure contracted for FRBEME KIRREZ
but not provided in the financial REIRVA=ROKI=R2 N
statements in respect of acquisition ¥R & B 2 E AN X

of property, plant and equipment 2,601 2,155
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28.

29.

Retirement Benefits Schemes

The Group principally operates defined contribution
retirement schemes for all qualifying employees,
including directors. The assets of the schemes are held
separately from those of the Group in funds under the
control of independent trustees.

The retirement scheme cost represents contributions
payable to the funds by the Group at rates specified in
the rules of the schemes. Where there are employees
who leave the schemes prior to vesting fully in the
contributions, the contributions payable by the Group
are reduced by the amount of forfeited contributions.

The Group operates a Mandatory Provident Fund
Scheme (the “MPF” Scheme) for all qualifying employees
in Hong Kong. All qualifying employees are required to
participate in the MPF Scheme. Mandatory benefits are
being provided under the MPF Scheme.

The employees of the Company’s PRC subsidiaries are
members of the state-managed retirement benefits
scheme operated by the PRC government. The
Company’s PRC subsidiaries are required to contribute
a certain percentage of their payroll to the retirement
benefits scheme to fund the benefits. The only obligation
of the Group with respect to the retirement benefits
scheme is to make the required contributions under the
scheme.

Post Balance Sheet Events

On 11th June 2007, the Company separately entered
into two warrant placing agreements with two
subscribers and two guarantors, which were
independent third parties to the Group, in relation to a
private placing of an aggregate of 55,000,000 warrants
to the subscribers, at an issue price of HK$0.02 per
warrant. This warrant placing was completed on 26th
June 2007.

The warrants entitled the subscribers to subscribe for
the new shares at an initial subscription price of HK$1.81
per new share for a period of 30 months commencing
from the date of issue of the warrants. Each warrant
carries the right to subscribe for one new share.
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30.

Principal Subsidiaries

Details of the Company’s principal subsidiaries, all of
which are limited liability companies and are wholly-
owned by the Company, at 31st March 2007 are as
follows:

Place of
incorporation/
establishment/

30. TEMBAR

W-EELEZA=+—0  ARFZ
TEWBAR (RBHAERAT - ¥
mMARFRERA) FEMT :

Nominal value
of issued and fully
paid share capital/

operation registered capital
EMRL BRTR Principal
Name of subsidiary B, BERAEE" activities
MEBAREM R B =t & A FTEXH
Golden Advance Hong Kong HK$1 Property holding
Developments Limited BB 178 7T BEWE
La Suisse Watch Hong Kong HK$1,000 Watch trading
Company, Limited BB 1,000/ 7T FREH
It XRITERRDA
Oriental Watch Company Limited Hong Kong HK$1,000 Watch trading
RARTERAF BB 1,000/ 7T F R H
Oriental Watch (China) Hong Kong HK$1,000 Watch trading and
Company Limited * BB 1,000/ 7T investment holding
RART(HE)BRLAA FREHEREER
Unex Development Limited * Hong Kong HK$2 Property holding
FUERBRAA BB 27 T REWE
La Suisse Watch (Macau) Macau MOP$25,000 Watch trading

Company Limited R
RART CRFM) BRAR

Beauty Fashion Limited * British Virgin Islands

RBRERHS
FERMRITERES TR A A PRC
(Shanghai Oriental Watch International s

Trading Co., Ltd.) *

25,0002 F9 7T
US$100
1003 T

US$200,000
200,000 7T

Apparel business

REXH

Watch trading for
a term of 50 years
commencing

3rd January 2001
FREH
H_TT—F

— A=A 5506
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30. Principal Subsidiaries (Continued)
Place of

incorporation/
establishment/

30. TEHMBLT (&)

Nominal value
of issued and fully
paid share capital/

=

operation registered capital
ML EETR Principal
Name of subsidiary B,/ BERAEE activities
=N R B EMER FTEXK
FBIBENE 5 ER A A PRC RMB500,000 Watch trading for a
(Qiaoshi Trading Company Limited) H AR #500,0007TC term of 10 years
commencing
19th August 2004
FR&HE
R_ZTTME
NA+NBBF105F
EERAIVESERAR PRC US$200,000 Watch trading for a
(Shanghai Key Machine Trading H 200,0003 7T term of 50 years
Company Limited) * commencing
17th October 2003
FREH -
H-ZEE=F
+ A+t RE504F
RAEXT(HFE) BESERAA PRC US$21,686,371/ Watch trading for a
(Oriental Watch (China) Trading F US$29,000,000 term of 30 years
Limited) * 21,686,371% 7T, commencing
29,000,000 7T 14th June 2005
FREH
M-_ZTTAHF
N A A BE 305
RofiER (JtR) BRAA PRC RMB300,000 Watch trading for a
Shanghai Key Machine Beijing Limited * H A R #300,0007T term of 20 years

* Indirectly held by the Company.
#  70% indirectly held by the Company.
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Oriental Watch Holdings Limited RAXRITEEAR A

Notes to the Consolidated Financial Statements
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For the year ended 31st March 2007
HE_ZTE+tF=A=1T—HIFE

30.

Principal Subsidiaries (Continued)

Shanghai Oriental Watch International Trading Co., Ltd.,
Qiaoshi Trading Company Limited, Shanghai Key
Machine Trading Company Limited and Oriental Watch
(China) Trading Limited are wholly foreign owned
enterprises established in the PRC.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results or assets of the Group. To give details of
other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

None of the subsidiaries had any debt securities
outstanding at the end of the year, or at any time during
the year.

30. XEMB LA (&)

EERMERTERESARAF - LE
BEEMESERLF - LERIVESE
BRERTERT(FENEZERARIR
PRI 2IERE -

EFRAFINEZR/IEXELAEERE
BRABEZARRAINBAR - EFR
o MESIE KB AR ZFS - BlE
BERERBOTLE -

& MY B 2 BN F AL F RIS R
BEETMREEEBES
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BHRTEEARAT Oriental Watch Holdings Limited

Financial Summary

g mE
Year ended 31st March,
BEZ=H=1t—HLEE
2003 2004 2005 2006 2007
—ET=F —ETNF —ETRF —TEEF ZBBLEF
HK$'000 HK$'000 HK$'000 HK$'000  HK$’000
FET FAETT FAETT FAETT FAET
RESULTS E4
Turnover - 1,901,779 1,876,233 2,041,810 2,022,381 2,645,914
Profit before taxation R B A1 2 A 77,576 80,207 88,508 79,369 115,331
Taxation 18 (12,091) (11,577) (14,514) (14,098) (20,457)
Profit for the year &F A A 65,485 68,630 73,994 65,271 94,874
As at 31st March,
R=H=+—8”
2003 2004 2005 2006 2007
—TT=F —TTNFE —TTRHFE —TTF ZEZTtH
HK$'000 HK$'000 HK$'000 HK$'000  HK$’000
FET FAE T FAETT FAET FAETT
ASSETS AND LIABILITIES ¥ER&E
Total assets EERT 685,886 766,494 899,580 1,056,878 1,252,986
Total liabilities BfERHE (82,127)  (109,385)  (185,001) (292,286) (403,168)
Total equity T 2 42 38 603,759 657,109 714,588 764,592 849,818
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