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Chairman’s Statement and Management Discussion and Analysis

TERENEBE N wm M T

Management Discussion and Analysis

Financial Results and Final Dividend

Turnover for the year was HK$3,243 million, an increase of
28% over the last year. Profit for the year was HK$113 million,
an increase of 12% compared with last year. In view of these
results, the Board is recommending a final dividend payment
of 4.0 HK cents per ordinary share. The final dividend together
with the interim dividend of 1.5 HK cents per ordinary share
amounts to a total annual dividend of 5.5 HK cents per
ordinary share, an increase of 10% compared with the last
year.

Business Review

Throughout the past year, the economy of Hong Kong has
experienced large fluctuations. As the fear of “swine flu”
gradually subsides, and the injection of funds into the market
by different nations for tackling the “Economic Tsunami” slowly
take effect, investors’ confidence in the market improved
substantially in the second half of the year. Thus, we can see
a strong rebound in the economic situation for China and
Hong Kong. The Group has benefited from such rebound,
showing a significant growth in the results for the second half
of the period. As compared to the same second period last
year, we can see a 150% increase in results, while there is a
12% increase in the overall profit for the year end.

Ever since the commencement of the “Free Travelers” policy
from mainland China, the tourists from China are becoming
more important to the retail market of Hong Kong. The Group
strongly believes that as long as Hong Kong can live up to its
name as the “Shopping Paradise” of Asia, the tourists from
China will continue to flock to Hong Kong. In view of this, the
Group has been continuously upgrading its service standard
and the image of its shops to capture more clients.

To improve our service standard, we have hired an
independent consulting firm to provide training for our sales
staff and we have implemented a “Mystery Shoppers Program”
to assess our service standard. These programs have been
widely welcomed by our sales team and we find the programs’
results very positive. The Group will continue to invest more in
such programs and will consider gradually introducing them to
our shops in China.
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Chairman’s Statement and Management Discussion and Analysis

TERENEBE N wm M T

With respect to improvements on existing shops, the Group
has renovated the La Suisse branch located on 719 Nathan
Road. In addition, we have moved one Oriental Watch shop
from 333 Nathan Road to 555 Nathan Road. The new shop
location is much more spacious with a wide shop frontage
where it can better represent the Group’s image. As a result,
the performances of both shops have improved significantly.
In China, we have opened three Rolex and Tudor boutiques
in Beijing, FuZhou and TaiYeun respectively. The new Piaget
Boutique in ShuZhou opened for business in May 2009.
All four shops are providing satisfactory results since their
commencements.

Prospects

The Group will continue to seek opportunities to increase
market share through opening more shops in the China,
Hong Kong and Macau markets. We will continue to focus
on opening more successful brand name boutiques in these
regions.

Over the year, the world’s economies, including Hong Kong,
have experienced a lot of turmoil. The effect of the economy
towards the luxury market is direct. During times of prosperity,
we can benefit from the overall situation. However, the Group
is also always prepared for any acute economic condition
that might arise in the near future. This can be seen by the
Group’s prudent policies regarding its inventories and debt-
equity ratio. Our policies allow us to respond quickly to new
situations and opportunities.

The management will further continue to standby its strict
cost and stock controls to better equip the Group to respond

quickly and aptly to the changing marketplace.

On behalf of the Group, | would like to thank our suppliers and
shareholders for their continued support.

RHRTEEBRAT Oriental Watch Holdings Limited

EEREERIE A5SERAFEEERS
BIEFRTE - BREMBH TR BEZE
7195 M IR TR 1T + X G AL A T M E 333 5%
Mo IEBRE MBUESS5  [EMEREEE
W EMATDEEBI LRBE% - HERE
SUARTRAEEE S - TR A - BT D BIFELL
TN EARAZTE=ME N RTR
BE EBMNOABEEMEIN_ZZ
NFERAPRZARE - EWATERHTEEK
BHS AN -

3]
AEBRRENGHREFRINGD B B =1t
BRTEMS  TERFEBETEEMTEK

miEFRE SRR EPIE o

BE—FZHR BEREAZMEHERERK
B MEPKEHSEERMSAEEAEN
TE -BONKEERIAN TEXELARRE
BoBAKEAZENTRERERMEEL X
R BENEE %%L%Eé’f B API 45 TE R
BRAH AR S  BERNEBE TR - B —
SR Ellia%,‘,\ o

EEEREERFEMENRERS B
HBITE ZBRENKA R FEES - LAEE1%$
SE R E D BT ISR EE o

it RRERRASEZHAMNHERR
BRI R Z FRA S



Chairman’s Statement and Management Discussion and Analysis

TERENEBE N wm M T

Financial Review

Liquidity and Financial Resources

At 31st March 2010, the Group’s total equity reached
HK$1,396 million, compared with HK$1,245 million as at 31st
March, 2009. The Group had net current assets of HK$1,274
million, including bank and cash balances of HK$225 million
as at 31st March, 2010 compared with balances of HK$1,162
million and HK$203 million respectively as at 31st March,
2009. At 31st March, 2010, bank loans totalled HK$307 million
(2009: HK$4083 million). At 31st March, 2010, the gearing ratio
(defined as total bank borrowing on total equity) was 0.22
(2009: 0.32).

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

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.

Human Resources

As at 31st March, 2010, our Group had approximately 840
employees all over Hong Kong, Macau and China, in which
70% of whom were in Mainland China. The total manpower is
around the same as 2009.

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 policy’s performance system
and objective specification performance appraisal.
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Chairman’s Statement and Management Discussion and Analysis
FEHEMEEEN MmN

We deeply believe every customer does have expectations
on the service they obtained. Thus, we must always strive
to provide service beyond their expectations in order to
maintain the most excellent quality and comprehensive of
service. As such, more resources have been allocated to
the Staff Training and Development aspect. Since January
2009, we commissioned an independent consulting firm to
conduct a continuous “Mystery Shoppers Programme (MSP)”.
This programme will help the management to gauge and
monitor the overall service performance of our sales team. By
analyzing the results of MSP, we are able to identify the areas
for improvements in a more specific way such that our future
training programme could be tailor-made to specific shop/
individual level. All the effort is to align with the company’s
philosophy of providing “Service Excellence” to customers,
with the aim of impelling the Group’s business and making
great strides forward unceasingly.

RHRTEEBRAT Oriental Watch Holdings Limited
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Directors and Senior Management

EENDNERE

Executive Directors:

Mr. YEUNG Ming Biu, aged 74, the Chairman of the
Company, is a Co-founder of the Group. He has over 58
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 41, 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. Fung Kwong Yiu, aged 66, joined the Group in 1974 and
has over 46 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 48, 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 51, joined the Group in 1992.
He is the Finance Director 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 26 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 55, joined the Group in 1969. He
became Director of the Company in April 2003 and has over
41 years’ experience in the watch business.
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Directors and Senior Management

EENDNERE

Independent Non-executive Directors:

Dr. SUN Ping Hsu, Samson, M.B.E., J.P., aged 85, 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 Permanent Honorary President of The Federation
of Hong Kong Watch Trades and Industries Limited. He has
over 56 years’ experience in the manufacturing, marketing
and distribution of watches, and 26 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 trading in the PRC. Dr. Sun has
chaired many voluntary community services and charitable
organizations. He was a Member of Basic Laws Consultative
Committee in 1980’s. He has been an Independent Non-
executive Director of the Company since September 1993.

Dr. LI Sau Hung, Eddy, aged 55 has over 36 years’
experience in the manufacturing business. He is the President
of Hong Kong Economic & Trade Association and a Member of
the Chinese People’s Political Consultative 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 an Independent
Non-executive Director of the Company since September
1993. He is currently an Independent Non-executive Director
of Man Yue International Holdings Limited and Midas
International Holdings Limited, companies listed on The Stock
Exchange of Hong Kong Limited.

Mr. Choi Man Chau, Michael, aged 53, is a Fellow Member of
the Institute of Chartered Accountants in England and Wales
and the Hong Kong Institute of Certified Public Accountants.
He is a Certified Public Accountant (practising) and has
been practising public accountancy in Hong Kong for over
21 years. Mr. Choi is also an Independent Non-executive
Director of Hunan Nonferrous Metals Corporation Limited
(stock code: 2626), a company listed on the Main Board of
The Stock Exchange of Hong Kong Limited. He was formerly
an Independent Non-executive Director of Hong Kong Energy
(Holdings) Limited (stock code: 987), Nam Tai Electronic &
Electrical Products Limited (stock code: 2633) and Dynamic
Energy Holdings Ltd (stock code: 578), companies listed on
the Main Board of The Stock Exchange of Hong Kong Limited.

RHRTEEBRAT Oriental Watch Holdings Limited
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Directors and Senior Management
EENRNREERE

Senior Management

Mr. TANG Tai Wai, David, aged 65, 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 41 years’
experience in the watch business.

Mr. SZE Yuk Woo, aged 59, is the General Manager
overseeing the Group’s general operation in the PRC. He
joined the Group in 1997 and has over 41 years’ experience in
the watch business.

Mr. YEUNG Chi On, aged 50, is the General Manager
overseeing the retail operation in Hong Kong. He joined the
Group in 1980 and has over 30 years’ experience in the watch
business.

Mr. LAM Tung Hing, aged 52, is the General Manager and
overseeing the retail operation in Hong Kong. He joined the
Group in 2003 and has over 31 years’ experience in the watch
business.
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Corporate Governance Report

TLEEARS

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, 2010, 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.

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.

RHRTEEBRAT Oriental Watch Holdings Limited
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Corporate Governance Report
jE%é CA#&:

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 (the “Management”). The
Management is responsible for the day-to-day operations
of the Group under the leadership of the Group Managing
Director.

At 31st March, 2010, the Board comprised nine Directors,
including the Chairman, Group Managing Director, Group
Finance Director, three 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.

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.
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Corporate Governance Report

TLEEARS

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’s
policies and assuming full accountability to the Board for all
Group’s 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.

Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, there
are three Independent Non-executive Directors representing
one-third of the Board. 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. Choi Man Chau,
Michael to be independent.

RHRTEEBRAT Oriental Watch Holdings Limited

SEEFARESITALERREEAKHE
MR ARGIFTEEEASKEEEK - At
AEBEBRZENEEEALE2E - ERA
SEXGHNIEEEA SHEZRKEER
At RREFEMIRERFREBLFR
MRESIE 2 ER S AFERAESRAS
EmeERR FEEFAKLEREMATT
EEMZROEBIMFANTREEFMOED
A BREZGEHTHASEEBNE
EHER URZFEREHESTSRL - &
SEVHEFEBH T FEEFALERR
EBNESHFREIRBME  RERE
FEBETIEREHNLSEEMBERE
VEERBRBHER  SEESAKLERT
FHNE2REERFER BRESRED TH
FIEEAMERERESRE  TRAEEVH
MRS ENTERRASHEETHRE

BAFBITES

RTEE EMRAEI001) & XEBBE=4
BYMITEE H=DzEFEKE -
Z—BBIUFRNTEST HPF—RARBL
MHRAEIA0QR) MR ERMESt B BY
BERERZEEEXER -

ARRIDEESEBUIFATESTRELTR
AIE3IB(AMEBYIE ENRRE - R
BERERE  ARARARAREBRL  FF
BEERESONEERBILIAL -



Corporate Governance Report
rEERWRE

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.

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
not 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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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 of the Company.

In relation to connected transactions, regular seminars are
conducted for 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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During the year ended 31st March, 2010, Board meetings and
Directors attendance records for the meetings held are set out
below:

RBE-_T-TF-_A=1t—BHLFER"
%%ﬁ’éﬁ%&%§$ﬁé fRTEHRIBFERL
ERESIANE

Directors’
Attendance
EsdER
Executive Directors HITEE
Mr. Yeung Ming Biu ” — Chairman BEEEE" — £F 4/4
Mr. Yeung Him Kit, Dennis BT LD
— Group Managing Director — KBEEFRKE 4/4
Mr. Fung Kwong Yiu SRR E 4/4
Madam Yeung Man Yee, Shirley HEEz " 4/4
Mr. Lam Hing Lun, Alain BB ST
— Group Finance Director — SEUBES 4/4
Mr. Choi Kwok Yum BRI AE 4/4
Non-executive Directors HHITEE
Dr. Sun Ping Hsu, Samson BEREELT 4/4
Dr. Li Sau Hung, Eddy FHEEELT 4/4
Mr. Choi Man Chau, Michael BN E 4/4
Note: Hta -
(1) Mr. Yeung Ming Biu is the father of Mr. Yeung Him Kit, Dennis (1) BSHEXERBITREEREBRELLZ
and Madam Yeung Man Yee, Shirley. R e
Accountability and Audit BEMEREZE

Directors’ Responsibility for the Financial Statements and
the Financial Reporting

The annual and interim results of the Company are published

in a timely manner of the year end and the half year.

The following statement, which set out the responsibilities of
the Directors in relation to the financial statements, should be
read in conjunction with, but distinguished from, the Auditor’s
Report on pages 35 to 37 which acknowledge the reporting
responsibilities of the Group’s auditors.

EERMBRRRUERBHAARNEL

ARABZFERFHEERFRERFPER
i

TXINHEERMBEREAAENEL > &
35 HE 37 Al BENHwE |AA K E =B
REBEEEEMAR - BEMEE—HH

i
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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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Auditors’ Remuneration

The Board is satisfied with Deloitte in respect of the audit
fees they charged, the process and its effective of the audit
and has resolved to recommend their reappointment as the
Company’s external auditors at the forthcoming annual general
meeting.

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

BB ETE &
EXREMRYEHEAMBRZZEER -
FrTBREREANM - WERERNERER
RAFAG LEREHERRAZINERK
A -

RABREER - BHREZRBRAELX
Nz AR EmT

HK$'000
FET
Audit Fit 2,180
Taxation and non-audit services % R IEERT RIS 215
2,395
Board Committees EEZES
Audit Committee BREES

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.
Choi Man Chau, Michael as members.

Under the term of reference of the Audit Committee, it is
required to oversee the relationship between the Company
and its external auditors, 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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During the year ended 31st March, 2010, 2 meetings were
held. The attendance records for the audit committee meetings
are set out below:

Members of the Audit Committee FEEZZEEHKE
Dr. Sun Ping Hsu, Samson BRERBIHEL
Dr. Li Sau Hung, Eddy FHEELT
Mr. Choi Man Chau, Michael FESUMNE £

Financial Statements

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 reports of the Group, and other financial,
internal control and risk management matters of the Group.
It considers and discusses the reports and presentations of
the Management, the Group’s internal and external auditors,
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 auditors, 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 Auditors

The Audit Committee reviews and monitors the external
auditors’ independence and objectively and the effectiveness
of the audit process. It has received representation 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 auditors.
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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 the
external auditors.

o Audited related services — included services that would
normally be provided by the external auditors 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 auditors are to be invited to undertake these
services that they must or are best placed to undertake
in their capacity as auditors.

o 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 auditors 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 review
of third parties to assess compliance with contracts,
risk management diagnostics and assessments, and
non-financial system consultations, if any. The external
auditors are also permitted to assist the 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 auditors
are not eligible to provide services involving general
consulting work including accountancy services.
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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 reviews with the Group’s internal auditors the work
plan for their audit together with their resources requirements
and considers the reports to the Audit Committee on the
effectiveness of internal controls in the Group’s 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 executives 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.

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.
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During the financial year ended 31st March, 2010, one
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 and human resources issues, and
headcounts and staff costs. The Remuneration Committee
has also reviewed and approved the proposed directors’
fees for the year ended 31st March, 2009, year end bonus
and remuneration packages of Executive Directors and
senior management of the Company for the year ended 31st
March, 2010 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, 2010,
no nomination meeting has held.

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.

BHE_Z-—ZF=-A=+—-HUIEWHRFE
N HFHEZEECRT-REH - RMRF
ER - FMEZEemAZBECERNMEHE
VERER  AREXBEHEANERS
H UREEBABREETRA - HMEZES
NMeERRAAREE —_TTAF=A=1—
BLEFENEZEEES FRIEAL - AR
ARAHTEZTHESREREERE_T—F
FZAZ+T-HLEFEFHSBNESE I
MEFEERBUFNTEFTNESFTHLS
KX ESEETFHARGEH B -

BEERA
ARRYEXIIREBRERES - AWM ATE
EVMEBECHES  YRAEFSRHES
IEEHRTE - EFERARER  XHK
BEHARAZEAUEELEESETZE
HheRBE_Z-—TF=ZA=+—HILHK
FEA - WEBITRAEE °

ABMEEREEERERE

&N
EXEe2RBEARENAMERESE - AR
FHEEEE R o

EXERTHRBE SHEAUAEEET
BEBLENRRZE - LB BHFTBEEM
B BRERACEENEE BUAET—E
EOHTREERBNRE EFTSUMF
HERANBEZEFEORE AERRE
BERERFRARNTE - EREREHNTIE
ERARNTETEETEENEHLEEE
ABRZXMHERZEEMEHRE - BEMG
I OMEZTHREREXENEE  BEX
ZEeEMAMB B 2R EE RN
FETE URBARTERESEZLER
HFIITHEIE B M E BT RS R -

Annual Report 2010 4

21



22

Corporate Governance Report

TLEEARS

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 misstatement 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.

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 business and subject to review and
approval by Executive Directors. Executive Directors review
the differences to the budget and for approval. When setting
budgets, the 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, the Group Finance Director and
members of his finance team review monthly performance
against budgets and forecasts, and to address accounting
and finance related matters.
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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.

Internal audit department reports to the Group Managing
Director on a 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’s 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 auditors 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 audit, fraud investigation and
productivity effectiveness review.

Reports from the external auditors 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 are
taken.
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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
systems for the year ended 31st March, 2010 covering all
material financial, operational and compliance controls and
risk management functions, and is satisfied that such systems
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, the 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 the
Management directly.
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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 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
websites of The Stock Exchange of Hong Kong Limited and
the Group. Financial and other information is made available
on the Group’s website, which is regularly updated.
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The directors present their annual report and the audited
consolidated financial statements for the year ended
31st March, 2010.

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 27 to the consolidated
financial statements.

Results and Dividends
The results of the Group for the year are set out in the
consolidated statement of comprehensive income on page 38.

An interim dividend of 1.5 Hong Kong cents per share was
declared and paid to the shareholders during the year. A final
dividend of 4.0 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, 2010, the Company’s reserves available
for distribution consisted of contributed surplus of
HK$122,183,000 and retained profits of HK$143,510,000.

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.

Property, Plant and Equipment

During the year, the Group incurred approximately HK$33.9
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 12
to the consolidated financial statements.

RHRTEEBRAT Oriental Watch Holdings Limited

EXeRUREARAHE_ZT-TF=A
St RALEFEZFREEE ﬁ 76 B 7%
%0

EREK
ARARBREEBRARLREERESF

e EFXFBHBRAAIZEZEBHNGAY
BHREME27 ©

RERKRE
AEERAFREZREHNFIBAZEAE
ERER ©

FRADARRE IR MRS PR EEH1.58
il - EEEBIRN REIRE B 4.0 8L
BEAFRERNEERRBERNS AT A
1FE -

e

RZE—ZEF=F=+—0 AQaA#D
IR 2 R BB RS B8R 122,183,000 78 7T K AR
& 143,510,000 87T °

REEHRE-NN-FRAFDEEER) » K
REBABGZFIARBEDIK - A &
THERT - KRB ABARBRPEIR
EXE - IEHDIK

(a) ARAEEHENK
& =X

KR EAERT A

(b) ARAREBEEZAZREESEARERRE
HEHEDBITRAMBD GRER B -

FA - AEBEHAA33,900,0008 THER
il KER é“ﬁ ERFBEARAEEZY
X BELRERFAZEMEHFBIN
AN BmRME12



Directors’ Report
EEEWE

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)
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.

Choi Man Chau, Michael

In accordance with Bye-law 87 of the Company’s Bye-laws,
Mr. Lam Hing Lun, Alain, Mr. Choi Kwok Yum and Dr. Li Sau
Hung, Eddy retire and, being eligible, offer themselves for re-
election.

None of the directors 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.

Details of the remuneration paid by the Group to the directors
of the Company and the senior management of the Group for
the year ended 31st March, 2010 are set out in note 8 to the
consolidated financial statements.
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Directors’ Interests and Short Positions in Securities
As at 31st March, 2010, the interests and short positions of
the directors of the Company in the shares and underlying
shares of the Company, as recorded in the register required to
be kept under Section 352 of the Hong Kong Securities and
Futures Ordinance (the “SFQ”), or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies were as
follows:

EEZRACRSERRAR
REFEEESFRMEGRITESRBE K
{51 1) B 352 R MERE 2 Brefit racsx - 1
“E-ZF=ZA=1+—R ARFZEERN
ARB z By RABRB D T A 2w ROR
B RBREBLTAREFETESRINE
EFTUNEMERRALBAEBARHMAR
AR (B ) 2 B ROk BT

Number of shares held

FiRAEE

Percentage of

Total issued share

Personal Family Corporate number of capital of

interest interest Interest shares the Company

EEARERT

Name of director EEH3 BARR EQ T o ST £ RpEE RAEA

Yeung Ming Biu HHAE 15,022,986 6,600,000 106,803,801 128,426,787 32.97%
(note (a))
(it (a)

Yeung Him Kit, Dennis T4 2,970,000 — (note (b)) 2,970,000 0.76%
(Wi b))

Fung Kwong Yiu BER 4,953,467 — (note (c)) 4,953,467 1.27%
(it (c)

Yeung Man Yee, Shirley H8E 2,970,000 184,301 (note (d)) 3,154,301 0.81%
(Wi ()

Lam Hing Lun, Alain MEH 2,970,000 — — 2,970,000 0.76%

Choi Kwok Yum BEN 2,970,000 — — 2,970,000 0.76%

Sun Ping Hsu, Samson, Dr. BREEL — — 2,200,000 2,200,000 0.56%
(note (e))
(Hit(e)
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Directors’ Interests and Short Positions in Securities

(Continued)
Notes:

(@)  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 65% 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
106,480,000 shares in the Company.

Mr. Yeung Ming Biu is the beneficial owner of 47.5% 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
323,801 shares in the Company.

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

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

(e) 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 2,200,000
shares in the Company.

(f)  The personal interest of each of the above named directors
(except Dr. Sun Ping Hsu, Samson) includes/refers to options
to subscribe for 2,970,000 shares of the Company as detailed
in the paragraph headed “Share option scheme and directors’
rights to acquire shares or debentures” below.

Save as disclosed above, 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 pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.
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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.

Under the Share Option Scheme, options 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 other 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 38,947,852 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, and may include a 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.

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

The Share Option Scheme is valid for a period of ten years

commencing on the adoption date on 3rd November, 2003.

The following table discloses movements of the options
granted under the Share Options Scheme to directors and
certain employees during the year:

Name or category
of participant

SREHLIRG

Directors £%

Yeung Ming Biu
Rk

Yeung Him Kit, Dennis
ffit

Fung Kwong Yiu
BER

Yeung Man Yee, Shirley
R

Lam Hing Lun, Alain
HER

Choi Kwok Yum

Other employees E#/EE

Total 5t

Number of share options
EREHE

Adjustment

on bonus

issue of
At shares At
1st April, (note) Granted Lapsed  31st March,
2009 KR ALK during during 2010
RZBBAE g the year theyear W-Z-%f
mA-H (Hit) AR ER&N ZA=t-H
2,700,000 270,000 — — 2,970,000
2,700,000 270,000 — — 2,970,000
2,700,000 270,000 — — 2,970,000
2,700,000 270,000 — — 2,970,000
2,700,000 270,000 — — 2,970,000
2,700,000 270,000 — — 2,970,000
16,200,000 1,620,000 — — 17,820,000
11,300,000 1,130,000 — — 12,430,000
27,500,000 2,750,000 — — 30,250,000

Note: An ordinary resolution was passed by the shareholders at the
annual general meeting of the Company held on 26th August,
2009 approving a bonus issue of shares to shareholders of the
Company on the basis of one new ordinary share of HK$0.10
each for every ten ordinary shares held. The number of the
outstanding share options and the exercise price per share
of the outstanding share options were adjusted accordingly

pursuant to the Share Option Scheme.

BREGFENESBERODIES 2
RERI(E)

BREGTSERMEH T =F+—A=

BEEsTTHEREK -

TREBEFLETRENE NREHEE
HEEEERIES, B8

Adjusted
exercise
Original price
Date of exercise  per share
grant of price (note)
share options  pershare  ZHEER
EhRE RESHK T Exercisable period
RiAH %8 () afkeE
HK$ HKS
AT AT
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
16.01.2004 1702 1547 16.01.2004 — 15.01.2014
04.08.2007 1764 1604 04.06.2007 — 03.06.2017
st - REREARBARZZEZAFNAZTRE

BIZERAFAGLBBEBRER
HERERABTARBRRE  BEREH
BrEE BRI ER - REREEOC.10/E
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Substantial Shareholders

As at 31st March, 2010, according to the register maintained
by the Company pursuant to Section 336 of the SFO, the
following persons (not being a director or chief executive
of the Company) had interests in the share capital of the
Company.

Name of shareholder

BRREHE

Datsun Holdings Limited
Furama Investments Limited
Realtower Holdings Limited

Realtower Holdings Limited holds 65% 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
106,480,000 shares in the Company held by Datsun Holdings
Limited.

Save as disclosed above, at 31st March, 2010, there was no
person who had any interests or short position in the shares
or underlying shares of the Company according to the register
maintained by the Company pursuant to Section 336 of the
SFO.

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 Listing Rules. The
Company considers that 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.
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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 91% of
the Group’s total purchases while the purchases attributable
to the Group’s largest supplier was approximately 78% 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 share 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 .

Donations
During the year, the Group made donations totalling
HK$852,000.

Corporate Governance

Principal corporate governance practices as adopted by the
Group are set out in the Corporate Governance Report on
pages 10 to 25.

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 20 to the consolidated financial
statements.
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Directors’ Report
EEEWE

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 17 to 21.

Share Capital

Details of movements during the year in the share capital
of the Company are set out in note 19 to the consolidated
financial statements.

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.

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 shares 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, 2010.

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

as auditor of the Company.

On behalf of the Board

Yeung Ming Biu
CHAIRMAN

Hong Kong, 15th July, 2010

RHRTEEBRAT Oriental Watch Holdings Limited
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Independent Auditor’s Report
T N A% BRED R

Deloitte
=)

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 38 to 95, which comprise the consolidated statement of
financial position as at 31st March, 2010, and the consolidated
statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement
of cash flows 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 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.

B RARTEEERAFATKRR
(REFREZME L HRAE])

TAZEENITE TSR BEZHNEISEEFE I A
RARTERAERARTERR]) REKE
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MEBMBREENRFBRBIRDZHKE
RE REREBEQAFHIIBRZERENE
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HEBBERAFHMIHGEMBRRBEANA
BRI - AR A MR AL EE KR
B (T i L R RFF SR ARSI ) ¢ BB R
FRAEENEEER  MEBEAFLAENS
BECE
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Independent Auditor’s Report
T N A% BRED R

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 Hong Kong Institute of Certified
Public Accountants. 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.

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.

RAFRTEEBRAT Oriental Watch Holdings Limited
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Independent Auditor’s Report
T N A% BRED R

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, 2010 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

15th July, 2010
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Consolidated Statement of Comprehensive INCOME o the year endea 31t ierch, 2010

4= A

w3 i\@u&ﬁﬁﬁ B2 —E—FF=A=+—HIFE

Turnover
Cost of goods sold

Gross profit

Other income

Distribution and selling
expenses

Administrative expenses

Finance costs

Profit before taxation
Taxation

Profit for the year attributable
to owners of the Company

Other comprehensive income

Exchange difference arising
on translation of foreign
operations

Change in fair value of
available-for-sale financial
assets

Reclassification adjustment
upon sale of available-for-
sale financial assets

Other comprehensive income
for the year

Total comprehensive income
for the year attributable

to owners of the Company

Earnings per share
— Basic

— Diluted

HEMA

E7
H WA
DR HEFRX

TR
BR Bt A4
B

RRRGEE AEHF
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RAFRTEEBRAT Oriental Watch Holdings Limited

2010 2009
= v
HK$’000 HK$’000
FET FET
3,242,643 2,538,781
(2,748,804) (2,094,015)
493,839 444,766
15,185 18,650
(126,816) (138,067)
(221,981) (185,573)
(13,970) (17,281)
146,257 122,495
(33,710) (22,180)
112,547 100,315
1,588 6,465
(806) 2,716
(616) (3,689)

166 5,492
112,713 105,807

30.42 HK cents #Al

28.20 HK cents 71l

30.42 HK cents 1l

27.75 HK cents il




Consolidated Statement of Financial Position ars1st maren, 2010

A MBIRNR soe-sr=g=r-s

Non-current assets EMENE E
Property, plant and equipment PIE - HEE KR
Available-for-sale financial AIHHESREE
assets
Property rental deposits MERSZS
Current assets mENEE
Inventories 58
Trade and other receivables B 5 & E b AR R
Taxation recoverable AR O 718
Bank balances and cash IRTTHEB MRS
Current liabilities mBaE
Trade and other payables B 5 R H AL FERBRFK
Taxation payable FESBEIE ‘
Current-portion of secured long- ~ AEBRHRITERZ
term bank loans RE)
Short-term bank loans MHIRITE R
Net current assets mBEEFRE
Total assets less current liabilites BEAERRIDARE
Non-current liabilities SERMBEE ‘
Secured long-term bank loans EEMRBRITER
Deferred taxation IRAEF I8
Net assets BEFE
Capital and reserves BN K
Share capital [N
Reserves &
Total equity R BRE

The consolidated financial statements on pages 38 to 95 were
approved and authorised for issue by the Board of Directors
on 15th July, 2010 and are signed on its behalf by:

YEUNG MING BIU
B
Chairman
*E

2010 2009

—E-BF —BENF

Notes HK$°000 HK$°000
Hiat FET FHET
12 142,883 134,620
13 43,694 51,586
24,978 16,796

211,555 203,002

1,247,838 1,212,427

14 132,221 145,372
397 9,608

15 224,881 202,618
1,605,337 1,570,025

16 101,466 122,903
12,921 2,473

17 30,000 30,000
17 186,862 252,955
331,249 408,331

1,274,088 1,161,694

1,485,643 1,364,696

17 90,000 120,000
18 — 185
90,000 120,185

1,395,643 1,244,511

19 38,948 32,325
1,356,695 1,212,186

1,395,643 1,244,511

HNEBEEEBAZEAYBRRLE
EeR_E-ZEFLATRAMEREET
YA TIEETAARE

YEUNG HIM KIT, DENNIS
BT
Managing Director
EFRTE
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Consolidated Statement of Changes in EQUItY ror e year ended 315t march, 2010

Z,A__,/_\ s S L aEs

w3

At tst Apri, 2008

Exchange difference
arising on translation
of foreign operations

Change i fair valug of
available-for-sale
financial assets

Reclassification
adjustment upon
sale of available-for-
sale financial assets

Profit for the year

Total comprehensive
income for the year

Issue of new shares
upon exercise of
warrants

2008 final dividend
paid in respect of
shares issued since
the approval of the
2008 consolidated
financial statements

2008 final dividend paid

2009 interim dividend
paid

2009 final dividend!
proposed

At 31st March, 2009

L\ man
mm 5

81T
2R
=

i sHAE
2F68

HETRAEER
EELENIR
1
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e ]

RfkaREES
it

“25)\E
GRNERR
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BRE-ZENE
RERE

BRE-ZENE
b

HE-F3NE
RERE

=
=p=tF

B)R mz-s-sr=A=+-auem

Share Capital ~ Subscription Asset

Share Share option  redemption right  revaluation Special  Translation  Retained  Dividend
capital ~ premium reserve reserve reserve reserve reserve reserve profits reserve Total
Ra  BOEE BREGE E4HORE DRERE EEEMAE  RURE  EERR  REEW  REGR ait
HK$000  HK$000  HKSO000  HKS000  HKSO000  HKSO0OO  HKSO0O  HKSOOO  HK$O00  HK$O00  HK$O00
741 i T 74n 741 Tin AT 74T 4T T AT
2025 23748 1774 12 90 352 5180 31936 858,756 2019 1162367
- - - - - - - 6,465 - - 6,465
- - - - - 2716 - - - - 27
- - - - - (3,689) - - - - (3689)
- - - - - - - — 100315 — 100315
- - - - - (973) - 6,465 100,315 — 105807
300 5190 - - (60) - - - - - 5430
- - - - - - - - (225) - (225)
- - - - - - - - - (24.019) (24019
_ _ - - = = - - (4,849) - (4,849)
- = = — - = = N (KT —
332 208938 1774 425 920 2,551 5180 38401 942,683 1314 1244501

RAFRTEEBRAT Oriental Watch Holdings Limited



Consolidated Statement of Changes in EQUItY ror e year ended 315t march, 2010

Z,i_‘/_\ \—u— N/ gy

IR =) ﬁﬁ&@]% BE-—F—FE= A= —HIEE

Share Capital ~ Subscription Asset
Share Share option  redemption right  revaluation Special  Translation  Retained  Dividend
capital ~ premium reserve reserve reserve reserve reserve reserve profits reserve Total
Ra  BOEE BREGE E4HORE DRERE EEEMAE  RURE  EERR  REEW  REGR ait
HK$000  HK$000  HKSO000  HKS000  HKSO000  HKSO0OO  HKSO0O  HKSOOO  HK$O00  HK$O00  HK$O00
741 i T 74n 741 Tin AT 74T 4T T AT

Exchange difierence  AEBNERH
asngon anation B ZEY

oforeign operations £ - - = - - - - 1,568 - - 1,368
Changeinfairvalue of ~ TEHESR

avallable-for-sale EE/0TE

financial assets 2y - - = = = (806) - - - - (606)
Reclassiication HETHHESR

adjustment upon EE/ENAE

saleof avallabledor-

sale financlal assefs - - = = = (616) - - - - (616)
Proftfor the year ERET = = - - - - - - ey - e
Total comprehensive  EREANRLEE

income for the year - - - - - (1422) - 1,588 112,547 - 12713
Issue of new shares WfesDRiERs

Upon exercise of Rt

warrants 3,300 53,250 - - (60) - - - - - 55,890
Bonus issue of shares  JRkALIE 3323 - - - - - = = (3,329) = -
Subscription ightof ~ FRER 7 7R

Walrants lapsed S - - = = (260) = = - 20 - -
2009 fial dividend IENE

paid in respect of FAMBER

shares ssued since ST EfZ

heapproval of e RZERE

2009 consolidated ZRINERE

financial statements R = = - - - - - - (315) - (319)
2009 final dvidend paid  ERE-ZENE

RORE - - - - - - - - — (M3 (131

010 inermdvidend  ERE-3-3F

paid BEE - - - - - = = - 582 - (8
2010 fnal cividend HE_E-ZE

proposed plie - - - = = = = = (559 16578 -
Atist March, 2010 RZF-5E

=h=t-H 38948 262,188 1,774 4% - 1129 5,180 39989 1,080,431 19079 1395643

The special reserve of the Group comprises the difference NEB 7 EFRIFERFEANAFBERITRERANR
between the nominal amount of the share capital issued by the BEHEAEERE- DN =FETEEEAN
Company and the nominal amount of the issued share capital WEEZ ARIBEBTRAEE 2 =8 KTKE
and special reserves of those companies which were acquired NEIZERIFEE - FTNEIRB AR 2RI
by the Group pursuant to a group reorganisation in 1993. The BIEBIEEESEA  HIRZEATIEHER
special reserves of these acquired subsidiaries represent the INTMELE 2 HBE

credit arising on reduction of their paid up share capital under
the group reorganisation.

Annual Report 2010 4 41



Consolidated Statement of Cash FIOWS ror the year ended 315t March, 2010

=AN A =~ —1
%\Eqﬂ%ﬂiuwgéig BEr T FFZH=F—HIFZF

Operating activities
Profit before taxation
Adjustments for:

Interest income
Interest expense

Dividend income from available-for-

sale financial assets

Depreciation of property, plant and

equipment

Loss on disposal of property, plant

and equipment

Gain on disposal of available-for-
sale financial assets

Exchange adjustments

Operating cash flows before movements

in working capital
Increase in property rental deposits
Increase in inventories

Decrease in trade and other receivables
Decrease in trade and other payables

Cash from (used in) operations
Taxation paid in

— Hong Kong

— other jurisdictions

Net cash from (used in) operating
activities

ARG

B B¢ A gt )

HABILATIER :
M EHA
MERX
AL ESREE
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ERR - G
e
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R EE
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REXGHRES () 28R

EFR

RAFRTEEBRAT Oriental Watch Holdings Limited

2010 2009
= v
HK$°000 HK$'000
FET FET
146,257 122,495
(429) (833)
13,970 17,281
(2,000) (1,133)
26,120 33,990
194 1,309
(616) (3,689)
— (1,405)
183,496 168,015
(8,182) (5,645)
(33,492) (230,384)
13,661 19,210
(22,589) (1,659)
132,894 (50,463)
(7,305) (34,888)
(6,931) (7,135)
118,658 (92,486)




Consolidated Statement of Cash FIOWS ror the year ended 315t March, 2010

MEREMER se-==

Investing activities

Proceeds from disposal of available-
for-sale financial assets

Dividend received from available-for-
sale financial assets

Interest received

Purchase of property, plant and
equipment

Net cash used in investing activities

Financing activities
New bank loans raised
Proceeds from issuance of shares
upon exercise of warrants
Repayment of bank loans
Dividends paid
Interest paid

Net cash (used in) from financing
activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning

of the year

Effect of foreign exchange rate changes

Cash and cash equivalents at end of the

year, represented by bank balances
and cash

F=ZA=+—HIFFE

RERS
HERAHEEEREE
ZFS50R
AfHESREEY
E W R
EUHE
BEDE  #Ek&k

REXBGAE RS FE

BMEEY

FERITER
RITIE R AR RE R BT
0 2 FiS5RIH
BEERITER

EffAE

EfFE

MEED(FAR)TELEZ
REFE

RehERREIER ZEM
Ot ) %58
FHzRERER
R&IEE

FE kg g > e

FRZ\EeRERRS
HE - BRTTESRERE
&

2010 2009
—E-BF —BENF
HK$’000 HK$'000
FET FET
7,086 8,173
2,000 1,133

429 833
(34,310) (32,867)
(24,795) (22,728)
1,151,018 1,564,727
55,890 5,430
(1,248,266) (1,429,954)
(17,471) (29,093)
(12,972) (19,596)
(71,801) 91,514
22,062 (23,700)
202,618 224,649
201 1,669
224,881 202,618

Annual Report 2010 4



Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

;Z\'/A_ﬂ\éi\ Eﬁ %7% %&2% MTJL Ef HE—_FT—FTF-HA=+—HIFE

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 of the annual report.

The consolidated financial statements are presented in
Hong Kong dollars which is also the functional currency
of the Company.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
In the current year, the Group has applied the
following new and revised standards, amendments and
interpretations (“new and revised HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants

—RE#
ARBRBRAREETMARLZEHRRE
BRAR - HEREERAR TRFEX
5  ARABNRBAYHARZMA
BRAR(TERA]) £ o AR M
FREEBRERME U F BN F
W ABER—EL -

HEMBBRRUABITEY  BLTAKR
RAZNEEER -

AN

u)

FERHIREETEBUBRESRE
A(TEBHBHREER )

RAFEE AEBEEEAATHEES
SRR ([EEEEEAE ) BEM 2
FIREIERTER - ERT KRB (THE] &
RIEFT BB BHMELER])

(“HKICPA”).

HKAS 1 (Revised 2007)

HKAS 23 (Revised 2007)

HKAS 32 & 1 (Amendments)

HKFRS 1 & HKAS 27
(Amendments)

HKFRS 2 (Amendment)

HKFRS 7 (Amendment)

HKFRS 8

HK(IFRIC) — INT 9 & HKAS

39 (Amendments)

HK(IFRIC) — INT 13

Presentation of financial
statements
Borrowing costs

Puttable financial instruments
and obligations arising on
liquidation

Cost of an investment in a
subsidiary, jointly controlled
entity or associate

Vesting conditions and
cancellations

Improving disclosures about
financial instruments

Operating segments

Embedded derivatives

Customer loyalty programmes

44  R®HXRTEEHBR2AF Oriental Watch Holdings Limited
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Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

;Z\'/A_ﬂ\éi\ Eﬁ %7% %&2% MTJL Ef HE—_FT—FTF-HA=+—HIFE

2.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

HK(IFRIC) — INT 15 Agreements for the construction

of real estate

HK(IFRIC) — INT 16 Hedges of a net investment in a
foreign operation

HK(IFRIC) — INT 18 Transfers of assets from
customers

HKFRSs (Amendments) Improvements to HKFRSs
issued in 2008, except for the
amendment to HKFRS 5 that
is effective for annual periods
beginning on or after 1st July,
2009

HKFRSs (Amendments) Improvements to HKFRSs issued
in 2009 in relation to the
amendment to paragraph 80

of HKAS 39

Except as described below, the adoption of the new
and revised HKFRSs has had no material effect on the
consolidated financial statements of the Group for the
current or prior accounting periods.

New and revised HKFRSs affecting presentation and
disclosure only

HKAS 1 (Revised 2007) “Presentation of financial
statements”

HKAS 1 (Revised 2007) has introduced terminology
changes (including revised titles for the consolidated
financial statements) and changes in the format and
content of the consolidated financial statements.

HKFRS 8 “Operating segments”

HKFRS 8 is a disclosure standard that has not resulted in
a redesignation of the Group’s reportable segments (see
note 4).
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Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010
FEMEHmERNTE sz =4

ZA=+—HIFFE

2. Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

New and revised HKFRSs affecting presentation and
disclosure only (Continued)

Improving disclosures about financial instruments
(amendments to HKFRS 7 “Financial instruments:
Disclosures”)

The amendments to HKFRS 7 expand the disclosures
required in relation to fair value measurements in respect
of financial instruments which are measured at fair value.
The Group has not provided comparative information
for the expanded disclosures in accordance with the
transitional provision set out in the amendments.

The Group has not early applied the following new and
revised standards, amendments or interpretations that
have been issued but are not yet effective.

FERFTR] RAEETEBMBRESE
AT ERMBREER D) (&)

EXEERRBRBEZHITREBITER
B E R ()

FHzH TR UERE(EEYNEH
EEAE7HI B TA - HEIZEGT
)

FERMBHRESERE 7R BTN
BERRAVEMFESRIAZATE
AENEMFEREERBEA - AREY
BEIRBZIERTAPTE 2 BEMEGRX - 5i
RIBEBAZ RBEBRREHLREH -

7N 3 42 T A T 5 B AR 4618 3 R
EM T REETER - TR
-

HKFRSs (Amendments)

HKFRSs (Amendments)

HKFRSs (Amendments)

HKAS 24 (Revised)

HKAS 27 (Revised)

HKAS 32 (Amendment)

HKAS 39 (Amendment)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

Amendment to HKFRS 5 as
part of Improvements to
HKFRSs 2008’

Improvements to HKFRSs
2009°

Improvements to HKFRSs
2010°

Related party disclosures’

Consolidated and separate
financial statements’
Classification of rights issues®

Eligible hedged items'

Additional exemptions for
first-time adopters®

Limited exemption from
comparative HKFRS 7
disclosures for first-time
adopters®

Group cash-settled
share-based payment
transactions®
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Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010
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2.

HK(IFRIC) — INT 14
(Amendment)

HK(IFRIC) — INT 17

HK(IFRIC) — INT 19

jﬁ% %&2% MTJL Ef HE—_FT—FTF-HA=+—HIFE

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

HKFRS 3 (Revised)

Business combinations'

HKFRS 9 Financial instruments®

Prepayments of a minimum
funding requirement’

Distributions of non-cash
assets to owners'

Extinguishing financial
liabilities with equity
instruments®

Effective for annual periods beginning on or after 1st July,
2009.

Amendments that are effective for annual periods
beginning on or after 1st July, 2009 and 1st January,
2010, as appropriate.

Effective for annual periods beginning on or after 1st July,
2010 and 1st January, 2011, as appropriate.

Effective for annual periods beginning on or after 1st
January, 2010.

Effective for annual periods beginning on or after 1st
February, 2010.

Effective for annual periods beginning on or after 1st July,
2010.

Effective for annual periods beginning on or after st
January, 2011.

Effective for annual periods beginning on or after 1st
January, 2013.

The application of HKFRS 3 (Revised) may affect the
accounting for business combination for which the
acquisition date is on or after the beginning of the
Group’s annual reporting period beginning on or after 1st
April, 2010. HKAS 27 (Revised) will affect the accounting
treatment for changes in a parent’s ownership interest in
a subsidiary.
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2.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

HKFRS 9 “Financial Instruments” introduces new
requirements for the classification and measurement of
financial assets and will be effective from the Group’s
annual reporting period beginning on or after 1st April,
2013, with earlier application permitted. This standard
requires all recognised financial assets that are within the
scope of HKAS 39 “Financial Instruments: Recognition
and Measurement” to be measured at either amortised
cost or fair value. Specifically, debt investments that
(i) are held within a business model whose objective
is to collect the contractual cash flows and (ii) have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost. All other debt
investments and equity investments are measured at
fair value. The application of HKFRS 9 might affect the
classification and measurement of the Group’s financial
assets.

In addition, as part of Improvements to HKFRSs issued in
2009, HKAS 17 “Leases” has been amended in relation
to the classification of leasehold land. The amendments
will be effective from the Group’s annual reporting
period beginning on or after 1st April, 2010, with earlier
application permitted. Before the amendments to HKAS
17, lessees were required to classify leasehold land as
operating leases and present them as prepaid lease
payments in the consolidated statement of financial
position. The amendments have removed such a
requirement. Instead, the amendments require the
classification of leasehold land to be based on the
general principles set out in HKAS 17, that are based
on the extent to which risks and rewards incidental to
ownership of a leased asset lie with the lessor or the
lessee. The application of the amendments to HKAS 17
might affect the classification and measurement of the
Group’s leasehold land.

The directors of the Company anticipate that the
application of the other new and revised standards,
amendments or interpretations will have no material
impact on the consolidated financial statements.

RAFRTEEBRAT Oriental Watch Holdings Limited
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Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010
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3.

Significant Accounting Policies

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

Basis of consolidation

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

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement
of comprehensive income from their effective dates of
acquisition or up to the effective dates of disposal, as
appropriate.

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

All intra-group transactions, balances, income and
expenses 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 and services provided
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.

TESTEHE
BRETSMIANT XA FETEE
PRt A R FEFTEIN - BREMBI|RETD
R Sh R A BRI -

RAMBRERTDREEGMASHM
ZEBMBREERNGEERE - I A
MBREBEBIAES EMRAUNRE
BRAGHIREZ BEWEER -

REEE
HAMBBRRERAARLENE AR
ZHBHEK - WARRAEEHIRER
ZHBREBRRANEZBEHEFH
@ SRS HZER ZIEHE -

RERARBRHEZHMBARZRED
BRBERARESFERELERBH
ECER) AR A ZEKERA -

WEFRE  AHWBRRZHERRNE
HAZE  EEEHBRERARBEHMAK
BRABMRME B -

SERRREZABRS « &85 I]RA
KA BEHELRE R E A -

Wy 55 2 R

Was 5 1R B WK E 2 A FER
B ARABEBBARTHECEE M
ERERGEYK 2 28 - AR R
HEMRMBE -

HEEMNEMmMNERMBEERRE

Annual Report 2010 4

49



50

Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

%%éﬁﬁﬁﬁ%$&%§Mﬁ§I HE—_FT—FTF-HA=+—HIFE

3.

Significant Accounting Policies (Continued)
Revenue recognition (Continued)

Watch repair service income is recognised when services
are provided.

Show window rental income is recognised when services
are provided.

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

Rental income from operating leases is recognised in
profit or loss 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.

Property, plant and equipment

Property, plant and equipment including leasehold land
and buildings held for use in the production or supply
of goods or services, or for administrative purposes are
stated at cost less subsequent accumulated depreciation
and accumulated impairment losses.

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.

RAFRTEEBRAT Oriental Watch Holdings Limited
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3.

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

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 for those located in
Mainland China (the “PRC”) or 50 years for those located
in Hong Kong using the straight line method.

Depreciation is provided to write off the cost of other
items of property, plant and equipment over their
estimated useful lives after taking into account of their
estimated residual values, 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 continued use of
the asset. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item)
is included in profit or loss in the period in which the item
is derecognised.

Impairment losses on tangible assets

At the end of the reporting period, 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 expense immediately.

Where an impairment loss subsequently reverses,
the carrying amount of the asset 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 as
income immediately.
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3.

Significant Accounting Policies (Continued)
Leasing

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

The Group as lessee

Operating lease payments are recognised as an expense
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.

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 exchange prevailing on the dates
of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

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

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Company (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the end of the reporting
period, and their income and expenses are translated
at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates
of transactions are used. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity (the translation reserve).

RAFRTEEBRAT Oriental Watch Holdings Limited

EREHBERE)

HE
RBEEGFKEREZE@ABOER R
EHREBEAHEAZEE S0 ERHR
EMHE - FrAEEMEES T BAAKER
A EEEBRBA
REMEHS IR ARERRNAERE
HERRFX - BRI LR EHEERER
B R RNz MmN BB R A B AL
HER RS RS

S
RmEEER SEER M HRRE
UZBERBINGEEE U2 ER(INE)

TRHARX M EARERBKE
SYREEB(AIZEREEMETEL
iRz B )RR - REHRHAKR - A
SINERHE BB RZ A ZERESR
EHBRE - UWINEBESLKAGEZIER
KEBITENRE

REEEEHRARBRERRHEERESL
ZERZRENELBRARERE NE

i

MEJGRAMBHRERME - AREFH
EB 2 BERBBNEREHRPRZE
REXBESARAZZHREEENE
7T) MEKRARFBXIER DRZFE
ZFHERETRE - FRIFERNZH
8 A 3R KRR B RIE R AR - ML 1B
T RIERARRZERZERER - A
EEZEAZR(WA) TREMEEEK
miER - W R (RERE) Rt -



Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

/Z\'/A_ﬂ\éi\ Eﬁ %7% %&% MTJL Ef HE—_FT—FTF-HA=+—HIFE

3.

Significant Accounting Policies (Continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added
to the cost of those assets until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated statement of comprehensive income
because it excludes items of income or expense that
are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax
rate that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amount of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is
probable that taxable profits will be available against
which those deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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3.

Significant Accounting Policies (Continued)
Taxation (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries, except where the Group is able to
control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse
in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with
such investments are only recognised to the extent that
it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of the reporting period 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 assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised, based
on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities. Deferred tax is recognised
in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised
in other comprehensive income or directly in equity
respectively.

Inventories

Inventories, which are 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 consolidated statement of financial position
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 profit
or loss.

Financial assets

The Group’s financial assets are classified into one
of two categories, including loans 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.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.

EREHBEE)

EMIA
TREERERABNIERSEEEK
RTEAREX ZFINATRRES P
ARAKER - SREELRERABER
FENSTE WEXBTEREER
TRMABARFEFABEZEME
ERTRABERINEERBEZRXHK
AR ERERFMASEEEXST @
BEZAVESESRMEESSRAR
ZRFERNRGVER) - WEAQF
Bt ARGz eREEXERBBEERR
JEIE 2 R PR ARBIRS R IB AR -

EHEE

AEEzEMEEN RMEER - B85
ERFEEERARAELECRHEE -
AEEHRBEAHECREENRRS
AELERNTBER - THEREXH
ENBERLESREE  LBRKT
5 AR RIRE PR E 2 B RERAN
BEE -

BEEFFXE
ERAMFARFERAREACREE
ZEHERAARDEMBRAZT
% BERNERESCREEZARFH
% (2038 A ) B RS HIME P B SR AE RE R 3R 1
AARRBESRA(BREAAE XN
B R ERAE - X HRA R E At B
HTEAKE D 2 ER)ER B RHER
R BREDFEZF X -

BB TAEZMBWMATIIRERF REE

X7
ol

Annual Report 2010 4

55



56

Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

/Z\'/A_ﬂ\éi\ Eﬁ %7% %&2% MTJL Ef HE—_FT—FTF-HA=+—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. Subsequent to initial recognition,
loans and receivables (including trade and other
receivables, and bank balances and cash) are carried at
amortised cost using the effective interest method, less
any identified impairment losses.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as financial
assets at fair value through profit or loss (“FVTPL”), loans
and receivables or held-to-maturity investments.

Available-for-sale financial assets are measured at fair
value at the end of the reporting period. Changes in fair
value are recognised in other comprehensive income
and accumulated in asset revaluation reserve, until the
financial asset is disposed of or is determined to be
impaired, at which time, the cumulative gain or loss
previously accumulated in the asset revaluation reserve
is reclassified to profit or loss (see accounting policy on
impairment loss on financial assets below).

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, they are measured
at cost less any identified impairment losses at the
end of the reporting period (see accounting policy on
impairment loss on financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of the reporting period. Financial
assets are impaired where there is objective evidence
that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated
future cash flows of the financial assets have been
affected.
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3.

Significant Accounting Policies (Continued)
Financial instruments (Continued)

Impairment of financial assets (Continued)

For an available-for-sale equity investment, a significant
or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of
impairment.

For all other financial assets, objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

° default or delinquency in interest or principal
payments; or

o it is becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables that are assessed not to be impaired
individually are subsequently assessed for impairment
on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the
credit period granted, observable changes in national or
local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future
cash flows discounted at the original effective interest
rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount 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 loss will not be reversed in subsequent
periods.
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3.

Significant Accounting Policies (Continued)
Financial instruments (Continued)

Impairment of financial assets (Continued)

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade and other receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or
loss. When a trade or other receivable is considered
uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment loss was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent 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.

Impairment losses on available-for-sale equity
investments will not be reversed in profit or loss
in subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly in
other comprehensive income and accumulated in asset
revaluation reserve.

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.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period to the net carrying
amount on initial recognition.
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3.

Significant Accounting Policies (Continued)
Financial instruments (Continued)

Financial liabilities and equity (Continued)

Effective interest method (Continued)

Interest expense is recognised on an effective interest
basis.

Other financial liabilities

Other financial liabilities including bank loans and trade
payables are subsequently measured at amortised cost,
using the effective interest method.

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

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 and receivable and
any cumulative gain or loss that had been recognised in
other comprehensive income is recognised in profit or
loss.

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 and payable is recognised in
profit or loss.

Retirement benefit costs

Payments to defined contribution retirement benefit
schemes, including Mandatory Provident Fund Scheme
and the employee’s pension scheme of the respective
municipal government in various places in the PRC
where the Group operates, are charged as expenses
when employees have rendered service entitling them to
the contributions.
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3.

Significant Accounting Policies (Continued)
Share-based payment transactions

Equity-settled share-based payment transactions
Share options granted to employees on or before 7th
November, 2002, or granted after 7th November, 2002
and vested before 1st April, 2005

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.
The financial impact of share options granted is not
recorded in profit or loss until such time as the options
are exercised, and no charge is recognised in profit or
loss in respect of the value of options granted. Upon the
exercise of the share options, the resulting shares issued
are recorded as additional share capital at the nominal
value of the shares, and the excess of the exercise
price per share over the nominal value of the shares is
recorded as share premium. Options which lapse or are
cancelled prior to their exercise date are deleted from
the register of outstanding options.

Share options granted to employees after 7th November,
2002 and vested on or after 1st April, 2005

The fair value of services received determined by
reference to the fair value of share options granted at
the grant date is recognised as an expense in full at
the grant date when the share options granted vest
immediately with a corresponding increase in equity
(share option reserve).

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

RAFRTEEBRAT Oriental Watch Holdings Limited

FESTBREE)
UBRBARERZNARRS
BREBEEURGRBEBRZ(FKXE
RZEFEFE-—F+—A+HSZFIRTIE
5 BR-_ZFEFE_FF+—HALHAERHLY
MR = EZEFFPIH— HREFBE2 R
7
REFREFTHN BT _F+— A+
BEEEER_ZTHFEMA—BAH
BrREREEAESVEREERSE?2
SRIAR G AERZ M3 - ERHER
U EVTERBRTLE B2
BREETERAL  TERERLE
fEtE Z BERBRERAS - RIERE
EITER - TEEZBBRITRMDEKG
EEFEREINEA - MEFRITEER
R EE 2 FKIERIZERMDEE - BT
155 B HBRT R NSk s 6 2 BB AR B R 171
BE RS = RE IR o

R —FEE—F— A+ HERTEEM
R—FEEFFPA— A 5B 2B
fR1E

2EORLBREAFLASPZATE
BEZHBREATE  RERHER
EAREBRENE D A2 ER A
X WA RS (BB AR AE 48 ) £ A FE 38
hn e

REBBERITER - SRR BEERE
BRZEBEHEREROEE - HEK
RNERE R RREORU N E R B B
RITEE - BIERIRBRERERRZS
BRERERE RN



Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

;Z\'/A_ﬂ\éi\ Eﬁ %7% %&2% MTJL Ef HE—_FT—FTF-HA=+—HIFE

4.

Segment Information

The Group’s operation is sales of goods. The Group’s
turnover represents consideration received and
receivable from sales of watches.

The Group has adopted HKFRS 8 “Operating
Segments” with effect from 1st April, 2009. HKFRS 8 is
a disclosure standard that requires operating segments
to be identified on the basis of internal reports about
components of the Group that are regularly reviewed by
the chief operating decision maker, being the Managing
Director of the Group, for the purpose of allocating
resources to segments and assessing their performance.
In contrast, the predecessor Standard (HKAS 14
“Segment Reporting”) required an entity to identify two
sets of segments (business and geographical) using a
risks and returns approach.

The Group has two operating segments, which are
analysed based on geographical location of customers,
being (a) Hong Kong, and (b) Macau and the PRC,
which are managed separately. The Group determines
its operating segments based on the internal reports
reviewed by the Managing Director of the Group that are
used to allocate resources and assess performance.

The application of HKFRS 8 has not resulted in a
redesignation of the Group’s operating segments
as compared with the primary reportable segments
determined in accordance with HKAS 14, nor has the
adoption of HKFRS 8 changed the basis of measurement
of segment profit or loss and segment assets and
liabilities.
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4.

Segment Information (Continued)
The following is an analysis of the Group’s segment
revenue and results by operating segments.

4. DWERE)
AT RAEEIZEEDBE D 270 aK
BREEDH -

G

Segment revenue Results
72 U= B4

2010 2009 2010 2009
—=-=5 RSP -= =5 REEyES
HK$’000 HK$'000 HK$°000 HK$'000
F#ET FET FET FET
Hong Kong EB 2,233,812 1,686,317 135,786 124,809
Macau and the PRC BT K R [ 1,008,831 852,464 51,398 21,613
3,242,643 2,538,781 187,184 146,422
Unallocated other income RO B H AU A 3,128 6,634
Unallocated corporate expenses &% A 752 (30,085) (13,280)
Finance costs L& A A (13,970) (17,281)
Profit before taxation FR 75 AT A 146,257 122,495

The accounting policies used to determine segment
revenue and results are the same as the accounting
policies adopted in the Group’s consolidated financial
statements described in note 3. Segment profit
represents the profit earned by each segment without
allocation of directors’ salaries, unallocated other income
and expenses, finance costs and income tax. This is the
measure reported to the Managing Director of the Group
for the purposes of resources allocation and performance
assessment.

The Group has no customer who contributed over 10%
of the total revenue of the Group for any of the two years
ended 31st March, 2010.

All segment revenue is generated from external
customers for both years.

RARTEEBRAT Oriental Watch Holdings Limited
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4. Segment Information (Continued) 4. DEERE)
The following is an analysis of the Group’s assets and LWTRASEZREESHE D v EER
liabilities by operating segments. BEI -
Segment assets Segment liabilities
PEHEE PHEE

2010 2009 2010 2009
—z-zr RELPEN - =5 EEEIEC
HK$°000 HK$'000 HK$°000 HK$°000
ol ¢ R T

Hong Kong B8 954,529 927,341 83,729 89,994

Macau and the PRC RPI R 590,995 579,384 17,248 32,164

Segment total D EbAEE 1,545,524 1,506,725 100,977 122,158

Unallocated Kol 271,368 266,302 320,272 406,358

Group’s total A ] 1,816,892 1,773,027 421,249 528,516

The segment assets by location of assets are the same BREEMEME D 2 D PEERIRT P

as by location of customers. FREM B E AR o

For the purposes of monitoring segment performance PER DRI KRR D B HE S B E IR

and allocating resources between segments: ER

—  all assets are allocated to operating segments other — KRAEHHEcMmEENRAEOMR
than available-for-sale financial assets and taxation 18 - AR 4830 2 EoAh U GRIE I 2R
recoverable as well as other receivables and bank THEHHFIREIN  TEEEH DR
balances and cash of the headquarters. EEEBHE °

— all liabilities are allocated to operating segments — BREMHE - EERBERETE
other than taxation payable, deferred taxation o ARAEER 7 H A FER FRIESN
and bank loans as well as other payables of FBEABHIRESEENT - A
the headquarters. Bank loans are classified as RBPITERBEAREE 2 EHBFIE
unallocated corporate liabilities because they are FERE WO BEARANERAFA
managed centrally by the treasury function of the g o
Group.
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4.

Segment Information (Continued)

Other segment information

Amounts included in the measure of segment results or

segment assets:

Hong Kong
Macau and the PRC

Segment total
Unallocated

Group’s total

R R A E

n st
AN

KAk

AREG

4. DWERE)

Hitpn &R
AESMREISBEEMBEZE
tE
Additions of Loss on disposal Increase
property, plant of property, in property
and equipment Depreciation plant and equipment rental deposits
REWE HWENE  BER S
HERRE il REZER ReEm

2010 2009 2010
—5-5r AR ~F-%7
HK$'000

HK$’000 HKS$’000

wd i

2009 2010 2009 2010 2009
—eanv R -Fhs R -TEhs
HK$'000 HK$'000 HK$'000

HK$'000
TR T¢I 7T

HK$°000

1126 1377 75% 6857 194 — 7232 5641
23278 22086 18430 27,028 - 1309 950 4
34,404 33463 2602 33885 194 1309 8182 5645

- — % 105 - — - —
34,404 33463 26120 33990 194 1309 8182 5645

Information about the Group’s non-current assets
(excluding available-for-sale financial assets and
property rental deposits) by geographical location of the
assets are detailed below:

Hong Kong

Macau and the PRC

BB
R E

RARTEEBRAT Oriental Watch Holdings Limited

BREEMGEME D cAREERBEE
(TERAHHESREERDEES
Be) 2 BERFRIT

Carrying amount of
non-current assets

FRBEEZREE
2010 2009
—E-FF —EENF
HK$°000 HK$'000
FETT FET
101,503 98,259
41,380 36,361
142,883 134,620
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5:

Other Income

Interest income

Dividend income from available-for-
sale financial assets

Gain on disposal of available-for-sale
financial assets

Exchange gain

Repairing service income

Show window rental income

Others

Finance Costs

Interest on bank borrowings wholly
repayable within five years

Profit Before Taxation

Profit before taxation has been arrived
at after charging:

Directors’ remuneration (note 8)

Other staff’'s retirement benefits
scheme contributions

Other staff costs

Auditor’s remuneration

Depreciation of property, plant and
equipment

Loss on disposal of property, plant and
equipment

Operating lease rentals in respect of
rented premises

ZA=+—HIFFE

UBSEON
AHHETREEZRE
WA
HEHEEEREEL
bE 5 U g

HEIEBRIE WA

BEES KA

Hitp

BREL AT M 2 R

BE=Me(Hizs)
HApB B 2 BRI E &
K

H b B B A

ZEED BN 2
ME  WRRBREZTE

HEYR - BB RRE L
E18
BERMEMEZEEMN

He

Haug A
2010 2009
—E-FF —EENF
HK$’000 HK$'000
FETT FET
429 833
2,000 1,133
616 3,689
77 979
6,018 6,536
5,105 3,067
940 2,413
15,185 18,650
& XA
2010 2009
—EF-2F —
HK$°000 HK$'000
FET FET
13,970 17,281
BRER A S R
2010 2009
—E-FF —EENF
HK$°000 HK$'000
FET FET
27,764 26,773
3,940 5,049
92,166 85,643
123,870 117,465
2,180 2,200
26,120 33,990
194 1,309
115,564 87,173
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8. Directors’ and Employees’ Emoluments 8. EEKkEEZHME
The emoluments paid or payable to each of the 9 (2009: ENRENIB(ZTEZENF  108%)E
10) directors were as follows: EZEAZHEOT
2010 2009
Z5-8f ERNE
Retirement Performance- Refirement Performance-
Salaries  benefits related Salaries benefits related
and other scheme incentive and other seheme  incentive
henefits contributions honus Total Fees benefits — contributions bonus Total
£4% E2 ] ek BNEN RREE
SRR #ERA ] e EtRN  EMR  fEE o
{ GLEXIINSSEXII  HKS000  HKS000  HK$000  HKS000  HK§000
F&7 FAr FAT FAT FAr FAr
(note) (note)
)
Executive directors #nEs
M. Yeung Ming Biu FRERE - 3,293 450 1876 5,619 - 3291 450 1672 5413
Hr. Yeung Him Kt fihse
Dennis - 3,359 330 1,876 5,565 - 3359 30 1672 5,361
Mr. Fung Kwong Yiu BERLE - 3,079 34 1,876 5,279 - 3078 324 1672 5074
Madam Yeung Man FaERL
Yee, Shirley - 650 75 1,875 2,600 - 650 I 1671 2,396
Hr. Lam Hing Lun HEBEE
Alain - 2,022 180 1,875 4,077 - 2,107 180 1671 3,958
Mr. Choi Kwok Yum Ayt - 1,965 U3 1,876 4,084 - 2,01 243 1672 3,936
Independent non- I 3 EE]
executive directors
Dr. Sun Ping Hs, REET
Samson 180 - - - 180 - - - 180
OrLiSauHung Eddy — FAEET 180 - - - 180 - - - 180
M, Choi Man Chau, Eyilss
Michae! (appointed (W=53/\F
on 25th September, ABZTER
2008) EZf) 180 - - - 180 93 - - - 93
Mr. So Kai Lau, Peter BRogs
(retred on 25th (W-ZENENA
September, 2008) “+RRRE) - - - - - 182 - - - 182
540 14,368 1,602 11,254 27,764 635 14506 1,602 10,030 2,773

Note: The performance-related incentive bonus is determined
as a percentage of the profit for the year before bonus

charge.

HAHRTEEFRAT Oriental Watch Holdings Limited
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8.

ZA=+—HIFFE

Directors’ and Employees’ Emoluments
(Continued)

All the five highest paid employees of the Group were
executive directors of the Company. Details of their
emoluments are disclosed above.

During the year, no emoluments were paid by the Group
to the five highest paid individuals (including directors
and employees) as an inducement to join or upon joining
the Group or as compensation for loss of office. None
of the directors has waived any emoluments during the
year.

Taxation

The charge (credit) comprises: S (ER) B

BAENEB

BEFEREBTR
(HBRERE)

Hong Kong Profits Tax
Under(over)provision in prior years

Taxation in other jurisdictions

Under(over)provision in prior years BEFEREETR
(EBEER S )
Deferred taxation (note 18) BT IE (ATt 18)

On 26th June, 2008, the Hong Kong Legislative Council
passed the Revenue Bill 2008 which reduced corporate
profits tax rate from 17.5% to 16.5% effective from the
year of assessment 2008/2009. Therefore, Hong Kong
Profits Tax is calculated at 16.5% of the estimated
assessable profit for both years.

EEhEEZME(E)

AEBRAUSSFHMERE T SARAH
TES - WELMEFBRENLX -

FR - AREYEAAUSRSHHES
(BHREZIEE)XMNEAME S
AR B FHAAR KB R 2 B B
BHEE FAMBEEEREEIAME

HipRlAREER 2 iR

Big
2010 2009
—E-FF —ETANEF
HK$°000 HK$’000
F#ET FET
19,310 19,502
467 (396)
19,777 19,106
13,463 4,457
655 (1,444)
14,118 3,013
(185) 61
33,710 22,180
RZZEZENEANA=+8 - FHILE
ZRBCEZNFRABKHER)
H_EENE_ZTTNARFERR -
BEEFNNBHMNEA175%HEE

16.5% ° Bt - FEFFH IR IR ™R {E
FEZIEFERTEMIZ16.5% 55
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9.

Taxation (Continued)
Taxation in other jurisdictions is calculated at the rates
prevailing pursuant to the relevant laws and regulations.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiaries is 25% from 1st
January, 2008 onwards. Certain subsidiaries that enjoyed
a preferential tax rate prior to 1st January, 2008 will be
gradually transitioned to the new tax rate over five years
from 1st January, 2008. Therefore, the Enterprise Income
Tax rate of the PRC subsidiaries was increased from 18%
to 20% during the year ended 31st March, 2010.

The tax charge for the year can be reconciled to the
profit per the consolidated statement of comprehensive
income as follows:

Profit before taxation B i A S

Tax at the applicable income tax rate

FTE KA
Tax effect of expenses not deductible
for tax purposes

Tax effect of income not taxable for tax HBERBMUWA Z TS E

purposes

Tax effect of tax losses not recognised A HERFIEE B 2 F %

B/ 488
ok

Effect of different tax rates for

subsidiaries operating in other BRRMEA AR X
jurisdictions %
Under(over)provision in prior years BEFERETR
(HBRERE)
Others H A,
Tax charge for the year REFHIEL M

RARTEEBRAT Oriental Watch Holdings Limited

BIR (&)
Hip AR 2 RBIHREE BEDI R
ERIRBRITHRGTH »

RIBCP B EMBFRIEEEMEH
ED BB EMSHAZRGH ) - F
BB AR ZMEE _TEENF—F—
B AE2% - R—_ZEZFN\F—H—H
MEXBEHRER2ETHBRARKH=
ZENF-—A—HERAFREFLBES
ik A RBEE_ZE—ZFF=A
=+—HIEFEAN FERBAR 21
EFTSFHRE 18% B HNZE 20% ©

AEFHIAX A BREBEES 2 E K
& OBFEEROT

BIEEAMBHE16.5%
of 16.5% (2009: 16.5%) —TTNF  16.5%)

DA HIB A 2 B

REMBDERRLZE 2 M

2010 2009
—E-FF —EENF
HK$’000 HK$'000
FET FET
146,257 122,495
24,132 20,212
4,549 3,389
(997) (334)
1,360 372
3,117 (600)
1,122 (1,840)
427 981
33,710 22,180




Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

;Z\'/A_ﬂ\/ﬁ\ Eﬁ %7% %& 2% MTJL Ef HE—_FT—FF-HA=+—HIFE

10. Dividends

Dividend recognised as distribution
during the year

— Interim dividend for 2010 of 1.5

HK cents (2009: 1.5 HK cents)

per share on 389,478,520 (2009:

323,2583,200) shares

— Final dividend for 2009 of 3.5 HK
cents (2008: 7.5 HK cents) per
share on 332,253,200 (2008:
323,2583,200) shares

Dividend proposed after year end

— Proposed final dividend for 2010
of 4.0 HK cents (2009: 3.5 HK
cents) per share on 389,478,520
(2009: 323,253,200) shares

10- Bﬁ/%i\
2010 2009
—E-ZF —ETNF
HK$°000 HK$°000
FETT FET
FAEERED K ZKE
— $2389,478, 520 % (==&
T A ¢ 323,253,200
B —E—ZFhH
i% BB 1.58U(=
ZTZNF  1.581) 5,842 4,849
— $2332,253,200 % (==&
T )\4F : 323,253,200
f%) 2 —ZEZNFRE
B 3.58(=
T )\F : 7.584) 11,629 24,244
17,471 29,093
FrEBEIR Z RS
— $2389,478,520 % (==
TN : 323,253,200
)z —ZE—ZFHR
REARE B HA 4.0 7810
(ZEZNF : 3548
m 15,579 11,314

A final dividend of 4.0 HK cents (2009: 3.5 HK cents) per
share has been proposed by the directors and is subject
to approval by the shareholders in the forthcoming

EXZCEBRERPRESR4.0E1
—TENF :3581l)  AERER
FERERRBERE LHER - HAE

annual general meeting.

B
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11. Earnings per Share 11.

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

Earnings BZF

Earnings for the purposes of basic and &+& &% E 7N & #5827
diluted earnings per share 2 B 7

Number of shares R E

Weighted average number of ordinary  stESRERNAF| 2 @K
shares for the purpose of basic TIN5 2
earnings per share

Effect of dilutive potential ordinary BEEEL AR ZE
shares
— share options — MR
— warrants — RARHEE

Weighted average number of ordinary srESREERF| 2 L@k
shares for the purpose of diluted N5 2
earnings per share

Diluted earnings per share for the year ended 31st
March, 2010 does not assume the exercise of share
options and warrants because their respective exercise
prices and subscription prices were higher than the
average market price of shares of the Company.

The denominators for the purpose of calculating basic
and diluted earnings per share for the year ended 31st
March, 2009 have been adjusted to reflect the bonus
issue of shares in August 2009 on the basis of one new
ordinary share for every ten ordinary shares held.

RARTEEBRAT Oriental Watch Holdings Limited

BREFN
AR A ANEAE T RERN R E T
TIRIBA T BURRT &

2010 2009
—g-2F —TERE
HK$°000 HK$'000
FAT T

112,547 100,315

2009
—ETNF
‘000

FH

369,955 355,771

— 3,755
— 1,979

369,955 361,505

BE_ZT-ZF=A=+—HILFEZ
I E 2 ) I R AR B A e R A
FEZITHE BWITEARKRESEBZITERE
RRBERRARRRN 2 FIHTIE -

RAFE#HE—"ZTAF=A=+—H
IHFEZEREAREERNZHEE
EHAE  URM-_ZZANFNAEE
FETREBRAIER RN EBRZ
BT ZIRRALRY
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12. Property, Plant and Equipment

12. Y% - WBRRE

Furniture,
fixtures
Land and and Motor
buildings equipment vehicles Total
W £E
T REF Nz AE &5t
HK$'000 HK$ 000 HK$'000 HK$'000
FET FEIT FEIT FET
COST 2%
At 1st April, 2008 RZZEZENF
mA—H 97,645 115,722 2,969 216,336
Exchange adjustment ME 5, e 28 500 976 — 1,476
Additions NE — 33,463 — 33,463
Disposal HE — (31,897) — (31,897)
At 31st March, 2009 RZZZNF
—A=+—H 98,145 118,264 2,969 219,378
Exchange adjustment ME 5, e 28 118 172 — 290
Additions NE — 33,877 527 34,404
Disposal k= — (4,494) — (4,494)
At 31st March, 2010 R_T—FF
—A=+—H 98,263 147,819 3,496 249,578
DEPRECIATION e
At 1st April, 2008 RZZEZENF
mAE—H 10,535 68,501 1,728 80,764
Exchange adjustment FE 5, B 6 586 — 592
Provided for the year REFEEE 1,906 31,858 226 33,990
Eliminated on disposal o B PR SE — (30,588) — (30,588)
At 31st March, 2009 RZZEZTNF
—A=+—H 12,447 70,357 1,954 84,758
Exchange adjustment bE 5, B 12 105 — 117
Provided for the year REFEE 1,800 24,098 222 26,120
Eliminated on disposal o B PR SR — (4,300) — (4,300)
At 31st March, 2010 RZE—FF
—A=+—H 14,259 90,260 2,176 106,695
CARRYING VALUES IREE
At 31st March, 2010 M-ZE—TF
=—A=+—H 84,004 57,559 1,320 142,883
At 31st March, 2009 R_ZETNF
=—A=+—8 85,698 47,907 1,015 134,620

Owner-occupied leasehold land is included in property,
plant and equipment because the allocation between
the land portion and building portion cannot be made

reliably.

HRETEREEL 2 T E D R1E
FEMOTRER B - METBRHE
STt AN - SRR -
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12. Property, Plant and Equipment (Continued)

The carrying value of property interests #3428 7 BREE G IS

comprises:

BTIIENRFE 2D

Properties held under

13.

— long leases in Hong Kong — REBZRABEY
— medium-term leases in the PRC — KRBz R HATE A
13. Available-for-sale Financial Assets
Listed investments EmEE
— equity securities listed in Hong — BB LW RAFES
Kong (note (a)) (#13% (a))
Unlisted investments JELERE
— managed fund portfolio (note (b)) — EEESKREES
(H1a% (b))
— equity securities (note (c)) — RAEH (M7 (c))

During the year, the Group disposed of certain unlisted
investments with a carrying value of HK$3,086,0000
(2009: HK$9,673,000) resulting in a gain of HK$616,000
(2009: HK$3,689,000) which had been recognised in
profit or loss for the year.

RAFRTEEBRAT Oriental Watch Holdings Limited

W% - WESREEE)
2010 2009
—E-FF —ZTTHF
HK$’000 HK$'000
FET FET
64,038 64,680
19,966 21,018
84,004 85,698

AHHEESREE

2010 2009
—E-EF —ZTTHF
HK$°000 HK$'000
FHET FET
167 75
4,062 6,320
39,465 45,191
43,694 51,586

RAFE  AEEHESETIELTRE -
BRE 1 /4 3,086,000 7L (=T F S4F ¢
9,673,000/ 7t ) *© M It & 15 616,000
BIL(ZZTZ N F : 3,689,000/ 7T ) W
@ WERAFEZBRZAER -
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13. Available-for-sale Financial Assets (Continued)
Notes:

14.

(a)

(b)

(c)

At the end of the reporting period, 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.

The managed fund portfolio is managed by professional
investment manager and this portfolio mainly comprises
investment properties. The fund is stated at fair value
provided by the relevant investment manager.

The above unlisted investments in equity securities relate
to investments in three entities. They are measured at cost
less impairment loss at the end of the reporting period
because the range of reasonable fair value estimates is
so significant that the directors of the Company are of the
opinion that their fair values cannot be measured reliably.
No impairment is considered necessary for both years.

Trade and Other Receivables

Trade receivables B 5 U ER 5K
Balance of consideration receivable EU SR HEE
from sale of available-for-sale TREERE
financial assets 2 BRFK
Property rental and utilities deposits MERS R ARRBES
Advances to apparel suppliers 7] AR 5% it jE 7 2 50
Advances to other suppliers M E A FE R B
VAT receivables JEWOEE R
Other receivables A fEUBR X

13. AIHESREE#)

Hit:

(a) MEMHBR - AEEL LHRAES
HRAFEAR MAFEDZRE
BHiSMRz EABMETE -

(b) EBEEEESREMADTHBERRERLE
ETERE MZREAESTIEERRER
BY%E - B VIR BEBREREfE
HZAFEARK -

(c) LMFEMEABFREDFENR=
BEEBZIKE - ARARAEEZRA
FLETEABHREZEERFEM
SRz BEEAK MR FEEESE
B MAMKRE R 2P REK
RRBREBETE - NRAREERS
MBS BAEHRIE

14. B5 K EMERIRR

2010 2009
—E-FF —TENF
HK$°000 HK$'000
FET T
93,523 93,530
1,500 1,500
16,570 16,023
1,272 5,122
336 531
16,591 25,879
2,429 2,787
132,221 145,372

Annual Report 2010 4



74

Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

%?éﬁﬁﬁf%$&%§ﬁﬁﬁf HE—_FT—FTF-HA=+—HIFE

14. Trade and Other Receivables (Continued)
The Group maintains a general credit policy of not more
than 30 days for its wholesales customers. Sales made to
retail customers are made on a cash basis. The following
is an aged analysis of trade receivables based on the
invoice date at the end of the reporting period:

Age AR

0 to 30 days 0Z30H
31 to 60 days 31260H
61 to 90 days 61E90H
Over 90 days 90 B £

More than 94% (2009: 86%) of the trade receivables that
are neither past due nor impaired is recovered within
three months after the end of the reporting period. No
provision has been made for trade receivables as at 31st
March, 2010 (2009: nil).

Included in the Group’s trade receivable balances are
debtors with aggregate carrying amount of HK$5,169,000
(2009: HK$12,193,000) which are past due at the
reporting date for which the Group has not provided
for impairment loss. The Group does not hold any
collateral over these balances. The average age of these
receivables is 38 days (2009: 35 days).

Ageing of trade receivables which are past due but
not impaired

31 to 60 days 31260H
61 to 90 days 61Z290H
Over 90 days 90 HIM E

RAFRTEEBRAT Oriental Watch Holdings Limited

14.

B 5 RHMEWERR ()
AEEHESERTFETTEBBI0AL
—REERR TEHEZRURGHE
17 - U T REZRURFRN 2 HRA KRR
R REDT

2010 2009
—E-FF —EENF
HK$°000 HK$'000
FET FEIT
88,354 81,337
3,863 10,964
1,187 494

119 735
93,523 93,530

FEHRRREZE S EWERERT B
BIA% (ZZEZNF : 86%) RN 2 1 Hf
KEZMARKE - A= —FTF=A
=+—H WEREZEKERRELR
B ZEZLE &) -

AEBESRREREHEEERER
4 (55,169,000 L(= T T 11 F:
12,193,000 70 ) 2 FE W BR 5K + % F /&
WER R 2R E BB EREBR I RIE
HREBEREE ASBTERZSE
BRIEFAETAERER - ZE5RWERZF
HERK B3 H(ZTETAF : 35H) °

EEHERREZE S EUARR Z Rk

2010 2009
—E-FF —ETNF
HK$°000 HK$’000
FETT FET
3,863 10,964
1,187 494

119 735

5,169 12,193
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14.

15.

16.

Trade and Other Receivables (Continued)

The Group will provide fully for any receivables over
365 days because historical experience is such that
receivables that are past due beyond 365 days are
generally not recoverable.

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

Bank Balances and Cash

Bank balances and cash comprise cash held by the
Group and short-term bank deposits with an original
maturity of three months or less at fixed interest rate of
0.01% (2009: 0.8%) per annum.

Trade and Other Payables

Trade payables B S TR
Payroll and welfare payables FEfF T& REF
Commission payables FEfAE
Advances from customers EE= =k
Renovation work payables FES BT TA2ER K
VAT payables FE T IGER
Interest payables FERTHI S
Property rental payables e A S
Other payables B th & < AR K

The following is an aged analysis of trade payables
presented based on the invoice date at the end of the
reporting period:

14.

15.

16.

B R EMBWRR(E)

&R B HLE B AR R 365 A 2 B UK
RREL2HEEG  ARBELRET
AR 18 365 A 2 FE AR K — MR AT Uk
=1

AEEYBENEERRETER 7
EEROBRZR2XHHTFRES -

RITERRES
BITHEBEASREASEMFRES &
B3 H B & =@ A sk LA~ I 3% & & 4 F
E0.01% (ZZZNF : 0.8%):T B 2R
HRSRITIE 3K ©

ES5 REMESIRK
2010 2009
—E-FF —EENF
HK$’000 HK$'000
FETT FET
61,294 74,359
14,807 27,257
7,433 6,046
4,559 1,451
1,620 1,526
1,923 2,410
1,088 90
128 1,495
8,614 8,269
101,466 122,903

AT REZERNEFIN2HBPRLER
B2 Z BRI DT -

i

Age AR

0 to 60 days 0&£60H
61 to 90 days 61£E90H
Over 90 days 90 HIMA £

2010 2009
—E-ZF —ETNF
HK$°000 HK$’000
FET FET
58,795 61,721
1,883 9,940

616 2,698
61,294 74,359
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ARG ae-ees

17. Bank Loans

Secured long-term bank loans
Short-term bank loans

Analysed as:
Secured
Unsecured

The bank loans are repayable as
follows:

Within one year

More than one year but not exceeding
two years

More than two years but not exceeding
five years

Less: Amount due for settlement within
one year (shown under current
liabilities)

Amount due for settlement after one
year

HAHRITEEFRAT Oriental Watch Holdings Limited

ZA=+—HIFFE

17. |ITERK

2010 2009
—E-ZF —ETNF
HK$°000 HK$'000
FETT FET
ﬁ%ﬁ#ﬁﬁﬁﬁfﬁ B® 120,000 150,000
MHIRTTER 186,862 252,955
306,862 402,955
DA
AR 120,000 150,000
IR 186,862 252 955
306,862 402,955
2010 2009
—E-EF —ETNF
HK$°000 HK$'000
FET FET
SRITEFRZER AT HARS
Ei& :
—FR 216,862 282,955
FRERER
30,000 30,000
MERBRER
60,000 90,000
306,862 402,955
Ji - R—FREEEEZ
/T/\IE\(EJZ\%/}IL@J
afE) (216,862) (282,955)
—FER B HEE 2 FUA
90,000 120,000
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17. Bank Loans (Continued) 17. RITERE)

At 31st March, 2010, the Group has pledged certain
leasehold land and buildings with an aggregate carrying
value of HK$41,475,000 (2009: HK$41,918,000) to
a bank to secure the bank loan facilities granted to
the Group. The secured long-term bank loans carry
interest at Hong Kong Interbank Offered Rate (“HIBOR”)
plus 1.65% per annum (2009: 1.65% per annum) with
effective interest rates ranging from 1.70% to 2.55% per
annum (2009: 2.55% per annum).

Short-term bank loans of HK$3,000,000 (2009:
HK$20,000,000) are unsecured and carry interest at
HIBOR plus 1.1% per annum (2009: HIBOR plus 0.8%
per annum) with effective interest rates ranging from
1.24% to 1.25% per annum (2009: 0.95% to 5.20%
per annum) and the remaining short-term bank loans
of HK$183,862,000 (2009: HK$232,955,000) are
unsecured and carry interest at benchmark loan rates of
financial institutions set by the PRC ranging from 4.86%
to 5.01% per annum (2009: 4.86% to 8.15% per annum).

At the end of the reporting period, the Group has the
following undrawn borrowing facilities:

Floating rate B
— expiring within one year

N-BE-—THE=F=+—0 A&£ED
M ER1TIR IR AR BREI{E A& 41,475,00078 70
ZETHELHWEEF(ZZEZNF
41,918,000/ 7T) * AIEAA S B ER
IBITER@ME 2K - BIRFRBRT
EREEBSRTRERE(EBENT
BAEFEDMEFE165%(ZZFEZ N
F: FFEA165%):TE - BEEFHE
NF170%E255% (— T H&F : F
FI= 2.55%) °

%2 HA 4R 17 B (3,000,000 L (= T =
L4 1 20,000,000 JT ) A & K 3 I
REBRITRERSEMENE11%
(ZETNF: HERTEERE N
FRE08%):H B  BEEEF RN T
124%E125% (Z T T h F: FF|
R 0.95% = 5.20%) * M H &5 HA R 17
B 7183,862,000/8 L(Z T T N F :
232,955,000 7 JT ) /2 3K 1 30 12 Fr B
FIR] 2 BTS2 B SR A FI| KA F
4.86% =5.01%(ZTENF : F£FH =X
4.86% %= 8.15%) s 8. o

M2 MR AREATRERE S
wE

2010 2009
—E-%fF —ETHEF
HK$’000 HK$'000
FET FET
840,603 640,724
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18. Deferred Taxation

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

Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010
IZ\'/_\_\‘é-\EZI-%% &%Bﬁﬁf BE - FE-—FTFE=F=+—HIFF

LB E
UTAEAFERNEFEASHRZE
ERLEHRBRABEREES

Accelerated

tax

depreciation

IR IETE

HK$'000

FET

At 1st April, 2008 R-ZEN\FEMA—H (124)
Charged to profit or loss (note 9) BBz (M7 9) (61)
At 31st March, 2009 E’\_EEHE:H =+—H (185)
Credited to profit or loss (note 9) sFABE 185

At 31st March, 2010 R-E—

At 31st March, 2010, the Group had unutilised tax losses
of HK$11,349,000 (2009: HK$3,108,000) available to
set off against future assessable profits. No deferred tax
asset has been recognised in respect of these unutilised
tax losses due to the unpredictability of future profit
stream. Included in unutilised tax losses at 31st March,
2010 are losses of approximately HK$10,312,000 (2009:
HK$1,462,000) that will expire in the period from 2013 to
2014. Other losses of the Group at 31st March, 2010 and
2009 may be carried forward indefinitely.

Under the new law of PRC, withholding tax is imposed
on dividends declared in respect of profits earned by
the PRC subsidiaries from 1st January, 2008 onwards.
Deferred taxation has not been provided for in the
consolidated financial statements in respect of temporary
differences attributable to accumulated profits of the
PRC subsidiaries amounting to HK$38,766,000 (2009:
HK$12,616,000) as the Group is able to control the
timing of the reversal of the temporary differences and
it is probable that the temporary differences will not
reverse in the foreseeable future.

RAFRTEEBRAT Oriental Watch Holdings Limited

TF=A=+—H —

R-ZZE—ZE=FA=+—H A&H
%ﬁﬂi%ﬂﬁﬁﬁﬁ%}éﬂéﬂ 349,000 7T
—Z T A4 ¢ 3,108,000 7T ) A 4K
SH AR PR B ER B i A1) o FR A AR BE TE A AR 3R
i FRR - M B ZE R ARG
BRRAELEREEE - R=ZT—TF=

=+ HZABARBEBEESR
—E—=FE-_T—NFHMERZ
518 410,312,0008 TT( — T T N4 ¢
1 462 000/B7TL) e AEBR T —TF

F—_EZNF=ZA=+—HZHEMEE
A 4R [R H A o

BEFBRHFE BT NF—A—
Bt - E B A E TR A BT E
A B BB IEAE o AN AEE
A 458 I ¢ B P BB B A B) 2 5 I E
1l B 2= %A 38,766,0008 T( — T F 11
% :12,616,0008 70 ) < B M+ ARE
E%%%ET%T@EATE?HX%@ ﬁ&jt
ERGAEVERREEREZBIEL R
%RIEZ%M%



Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

FEMBERRMTE oz

19. Share Capital

Ordinary shares of HK$0.10 each

Authorised:
At 1st April, 2008 and
31st March, 2009

Increase on 20th August, 2009
(note (b))

At 31st March, 2010

Issued and fully paid:
At 1st April, 2008
Issue of shares upon exercise
of warrants (note (a))

At 31st March, 2009
Issue of shares upon exercise
of warrants (note (c))

Bonus issue of shares (note (b))

At 31st March, 2010

FEZF=+—AIEE

19. BA&
Number
of shares Amount
B EE BE
HK$'000
FET
FIEEO0.10E T
LmAR
YETE ¢
RZFEZENFUA—H
FZTZTNF
=—A=+—H 500,000,000 50,000
RZEZNFNAZ+
Bz (A ez (b)) 500,000,000 50,000
R-E—T4F
=A=+—8 1,000,000,000 100,000
BETRER
RZTEZENFOA—H 320,253,200 32,025
RITERARE B R BT
F&1D (H17E (a)) 3,000,000 300
R-_TEZTNF
—A=+—H 323,253,200 32,325
RITERIREE LT
R&1D (17t (c)) 33,000,000 3,300
IRKALPE (172 (b)) 33,225,320 3,323
RIE—FTF
=A=+—8H 389,478,520 38,948
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19. Share Capital (Continued)

Notes:

(a)

()

(c)

During the year ended 31st March, 2009, 3,000,000
warrants were exercised at a subscription price of
HK$1.81 per share, resulting in the issue of 3,000,000
ordinary shares of HK$0.10 each in the Company.

By an ordinary resolution passed at the annual general
meeting of the Company held on 26th August, 2009,
authorised share capital of the Company was increased
from HK$50,000,000 to HK$100,000,000 by the creation
of 500,000,000 ordinary shares of HK$0.10 each.

By another ordinary resolution passed at the same annual
general meeting, the issued share capital was increased
by way of a bonus issue by charging HK$3,323,000 to
the retained profits account in payment in full at par of
33,225,320 ordinary shares of HK$0.10 each on the basis
of one new ordinary share for every ten ordinary shares
held on 26th August, 2009.

During the year ended 31st March, 2010 and prior to the
bonus issue of shares set out in (b) above, 9,000,000
warrants were issued at a subscription price of HK$1.81
per share, resulting in the issue of 9,000,000 ordinary
shares of HK$0.10 each in the Company.

Subsequent to the bonus issue of shares set out in (b)
above, 24,000,000 warrants were issued at an adjusted
subscription price of HK$1.65 per share, resulting in the
issue of 24,000,000 ordinary shares of HK$0.10 each in
the Company.

The new bonus shares issued on 26th August, 2009
are not entitled to the final dividend for the year ended

31st

March, 2009. All other shares issued during both

years rank pari passu with the then existing shares in all
respects.

RAFRTEEBRAT Oriental Watch Holdings Limited
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20.

Share-based Payment Transaction

Equity-settled share option scheme

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.

Under the Share Option Scheme, options 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 other 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 38,947,852 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,
and may include a 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;

20.

URGBER AR S
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BE B BF #HEBHIBAA
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B ARSI BREEAEERBEREAR
RIZEBREEELER - BIRE S
JE T Al 81T 2 BR () 42 80 & 38,947,852
B (RARR RN ARE B2 BT
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20. Share-based Payment Transaction (Continued) 20. URGAERZNARRE(E)
Equity-settled share option scheme (Continued) RIELE R AT EI(E)
(b) the closing price per share as stated in the Stock (b) BMORBEHEBEBMIMEERE
Exchange’s daily quotations sheet on the date of AT BIRWTE : &
grant; and
(c) the nominal value of the share. (c) MIDMEIE -
The Share Option Scheme is valid for a period of BRETEHERMA T =F+—
ten years commencing on the adoption date on 3rd A=BEFTERNEX -

November, 2003.
Details of specific categories of options are as follows: FEBRERER < FFRMT ¢

Number of share options outstanding

KMTEBRES A
At
1st April,  Adjustment Original  Adjusted
2008 and on bonus At exercise  exercise
31st March, issue of  31st March, price price
Date of grant 2009 shares 2010  Vesting period Exercisable period ~ per share  per share
R-BFNE
mA-AK
ZEENE REAR R-Z-%% RESKR KREER
RUAH =R=1-H ZA% =A=1-H BROE AaEDE e e
(note) (note)
(Hit) (#it)
To directors of the Company:
BFAARES:
16th January, 2004 16,200,000 1,620,000 17,820,000 Nil  16th January, 2004 o HK$1.702  HK$1.547
S R = 15th January, 2014
ZEEME-ATAR 17028 154TRT
E_E-ME-R
+HA
To other employees:
RFEMES :
4th June, 2007 11,300,000 1,130,000 12,430,000 Nil  4th June, 2007 to HK$1.764  HK$1.604
—ZT+5AWA 3rd June, 2017
“ESLERSANAE 1764BT 160457
—T—tFA=H
Note: The number of outstanding share options and the exercise HieE - RITEBREZ 8B RITEERIK
price have been adjusted upon the bonus issue of shares RABREER=ZZETALENA =+
on the basis of one new ordinary share for every ten HERA TREBRES AT
ordinary shares held on 26th August, 2009. AR B BE THE -

RAFRTEEBRAT Oriental Watch Holdings Limited
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20. Share-based Payment Transaction (Continued) 20. URGAERZNARRE(E)
Equity-settled share option scheme (Continued) RIELE R AT EI(E)
No share option was exercised during the years ended REEZZT—ZTF=A=1+—HRZ=ZE
31st March, 2010 and 31st March, 2009. TNE=ZA=+—RHILFERN  HER

PRI C ETTE ©

21. Warrants 21. RRER

On 11th June, 2007, the Company entered into two RZZEZLFE A+ —H  ARAEIRE
warrants placing agreements with two independent BHRBEE0.02B L2 BITERRE
subscribers in relation to private placing of an aggregate /\ﬂ\)\ﬁﬂ%ﬁ/ﬂ\% 000,000 17 =& A% 4
of 55,000,000 warrants to the subscribers, at an issue 5 1 B2 R 44 18 3L AR B8 A BT AL R 1D 5R AR A
price of HK$0.02 per warrant, representing an aggregate FhLE e AR ER1,100,000%8
subscription price of HK$1,100,000. The warrants entitle T o RIRIEE I TREARRN - AIRE
the subscribers to subscribe for new ordinary shares of BITRA RS H HAREET 30 M A 2 A A
the Company of HK$0.10 each at an initial subscription RER1.81 B TR T REEFEME)
price of HK$1.81 per share (subject to anti-dilutive 2T REERBERARSFREEOI0
adjustment) for a period of 30 months commencing BILZERER - RARRIERNR=ZZT
from the date of issue of warrants. Following the bonus NENAZT A BEFHE TREMRE
issue of the Company’s shares on the basis of one new Ik — BT B AR 2 BB RALIRIE - F
ordinary share for every ten ordinary shares held on 26th MERREER1.81 B THEEZ1.655
August, 2009, the above subscription price per share JC °

was adjusted from HK$1.81 to HK$1.65.

During the year, 33,000,000 new shares (2009: £ A 33,000,000 #F R(Z T ZE 1
3,000,000 new shares) were issued on exercise of the F : 3,000,000 %A% ) E A1 T8 R IR 4
warrants. BT ©

The subscription rights conferred by the warrants lapsed RREER T2 RBERBEEZ_Z—F
during the year ended 31st March, 2010. Issue price of FZA=1T—BHILEFERARK - ZF
these unexercised rights, amounting to HK$260,000, was 1IfERER) 2 317 {8 260,000 8 T E &t
credited directly to retained profits. ARBEF]

At 31st March, 2009, exercise in full of the remaining RZEZENF=A=+—H £ERKZ
outstanding warrants would, under the then capital REARZRET - ﬂJﬁ SEATERER N 2 R1TIE
structure, result in receipt by the Company of RAREE - AR A e E I UER R B
HK$83,260,000 in subscription monies and the issue of 18 83,260,0007% 7T & 2 17 46,000,000
46,000,000 new ordinary shares. [ @Ak o
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22. Operating Lease Arrangements
At the end of the reporting period, the Group had
committed for future minimum lease payments under
non-cancellable operating leases which fall due as

follows:

Within one year —FRN

In the second to fifth year inclusive F_EFERF
(BIEEEMSF)

Over five years AFLAE

Operating lease payments represent rentals payable
by the Group for certain its office premises. Leases are
negotiated for an average term of 1 to 6 years (2009: 1
to 5 years) and rentals are fixed.

23. Other Commitments
At the end of the reporting period, the Group was
committed to pay royalties for the usage of a fashion
brand for manufacture and trading of apparels with a
minimum guarantee royalties payment as follows:

Within one year —FRN

In the second to fifth year inclusive B_EERF
(BEEEMSE)

After five years HFE

The Group was also subject to pay royalties at 6% on
total net wholesales made per annum on top of the above
minimum guarantee royalties.

84  FEAHXRTEEARAT Oriental Watch Holdings Limited

22, REHERH
REREBR - ANEEEAFEBBIBETA]
Bz R EMEL N REBERKE © 5
HBEmMT :

2010 2009
—E-FF —EENF
HK$’000 HK$'000
FET FET
95,574 100,136
53,715 91,929
799 —
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23. Hb&iE

REBHER  AEEAERERAE—F
fe i 1R LA B3 I 4 6 IR 8 i S A5 AR A
BRAKAR B AR 2 BT

2010 2009
—E-FF —ZTTHF
HK$°000 HK$'000
FET FET
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24.

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 participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Schemes Ordinance (the “ORSO” Scheme)
and a Mandatory Provident Fund Scheme (the “MPF”
Scheme) established under the Mandatory Provident
Fund Schemes Ordinance in December 2000. The
assets of the schemes are held separately from those
of the Group, in funds under the control of independent
trustees.

The ORSO Scheme is funded by monthly contributions
from both employees and the Group at rates ranging from
5% to 15% of the employee’s basic salary, depending on
the length of service with the Group.

For members of the MPF Scheme, the Group contributes
5% of relevant payroll costs to the MPF Scheme subject
to a maximum monthly contribution amount of HK$1,000
to an individual, which contribution is matched by the
employee.

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.

24.

RIKEFN TS
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24.

25.

26.

Retirement Benefits Schemes (Continued)

The total cost charged to profit or loss of HK$5,542,000
(2009: HK$6,651,000) represents contributions payable
to these schemes by the Group in respect of the current
accounting period.

Capital Risk Management

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to stakeholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt,
which includes the bank loans disclosed in note 17 net
of cash and cash equivalents and equity attributable to
owners of the Company, comprising issued share capital
and reserves including retained profits. The directors of
the Company review the capital structure on an annual
basis. As part of this review, the directors consider the
cost of capital and the risks associated with each class
of capital. Based on recommendations of the directors,
the Group will balance its overall capital structure through
the payment of dividends, new share issues as well as
the issue of new debt or the redemption of existing debt.

Financial Instruments
Categories of financial instruments

24.

25.

26.

Financial assets TREE
Loans and receivables (including ERREWERER (B
cash and cash equivalents) REREFERRESEE)
Available-for-sale financial assets A ECREE
Financial liabilities THEE
Amortised cost 2 SRR AN

RAFRTEEBRAT Oriental Watch Holdings Limited

BRBFREFTEI(E)

B85 HBR 2 BN 5,542,000 78 (=
T ALE : 6,651,000 70 ) 5 AN B Ht
AT MM SRR 23K o

EXxmEmEE
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26. Financial Instruments (Continued) 26. €T E(#ZE)

Financial risk management objectives and policies
The Group’s major financial instruments include
available-for-sale financial assets, trade and other
receivables, bank balances and cash, trade and other
payables and bank loans. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include
market risk (currency risk, interest rate risk and other
price risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below. The
management manages and monitors these exposures to
ensure that appropriate measures are implemented on a
timely and effective manner.

Market risk

Currency risk

The Group has limited currency exposure as the majority
of the sales were denominated in 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 arise. The
management considers that the Group’s exposure to
foreign currency risk is not significant.

Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to floating-rate bank borrowings and bank
balances. 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 arise.
The fair value interest rate risk on bank deposits is
insignificant as the fixed deposits are short-term.

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of Hong Kong Interbank
Offered Rate and benchmark loan rates of financial
institutions set by the PRC arising from the Group's
borrowings.

MHEAREEBRERBE
AEEZIECHIAREAIHEES
BMEE  BZHREMEEIERR - RITE
BEBAE  BEHREMENRFARE
TER - ZFeMIAFBRSABN
ARE - EHZFERITARBE AR
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R o T XXET A (& 1K 3% 3 EL R 2 R
R-BHEEEEMERZERR - LE
R R B M B RO R BUE E 2 i

TS
BB R
HRAMOHEEOINBEREEER 2T
EERKEE BHAREZEBRRE
R-EEESEMRSSEEE 2ER
REX USEARTERZEHHPEXN
SRR EEER/AKREZINER
BAK °

FI & 2B
AEBAZGHTRRITEERBITHE
HeRERENTER  AEEBRFIL
BRI REPEE - A EEEERF
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The sensitivity analysis below has been determined
based on the exposure to interest rates for bank
borrowings and bank balances at the end of the reporting
period. The analysis is prepared assuming that the
bank balances were net of bank loans at the end of the
reporting period and the net balance was outstanding for
the whole year. A 50 basis point (2009: 50 basis point)
increase or decrease is used for bank loans and a 10
basis point (2009: 10 basis point) increase or decrease
is used for bank balances when reporting interest
rate risk internally to key management personnel and
represents management’s assessment of the reasonably
possible change in interest rates.

For bank loans, if interest rates had been 50 basis
points (2009: 50 basis points) higher/lower and all other
variables were held constant, the Group’s post tax profit
for the year ended 31st March, 2010 would decrease/
increase by HK$1,534,000 (2009: post tax profit would
decrease/increase by HK$2,014,000).

For bank balances, if interest rates had been 10 basis
points (2009: 10 basis points) higher/lower and all other
variables were held constant, the Group’s post tax profit
for the year ended 31st March, 2010 would increase/
decrease by HK$225,000 (2009: post tax profit would
increase/decrease by HK$202,000).

Other price risk

The Group’s available-for-sale financial assets at the
end of the reporting period exposed the Group to equity
security price risk. The management manages this
exposure by maintaining a portfolio of investments with
different risk profiles. The Group’s equity price risk is
mainly concentrated on unlisted equity securities issued
by two private entities. In view of the amount of available-
for-sale financial assets at the end of the reporting
period, the management considers that the Group’s
exposure to equity price risk is not significant.

RAFRTEEBRAT Oriental Watch Holdings Limited
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Financial risk management objectives and policies HERAREEEERBE(E)
(Continued)
Market risk (Continued) B E R (E)
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26.

ZA=+—HIFFE

Financial Instruments (Continued)
Financial risk management objectives and policies
(Continued)
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, 2010 in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
statement of financial position. In order to minimise the
credit risk, management of the Group has delegated a
team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount
of each individual trade debt at the end of the reporting
period to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit
risk is significantly reduced.

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

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings, the Group does not have any other significant
concentration of credit risk. Trade receivables consist of
a large number of counterparties and customers.

Liquidity risk

In the management of liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group’s operations and mitigate the effects of fluctuations
in cash flows. The management monitors the utilisation
of bank borrowings and ensures compliance with loan
covenants.

The Group relies on bank borrowings as a significant
source of liquidity. As at 31st March, 2010, the Group
has available unutilised short-term bank loan facilities of
approximately HK$840 million (2009: HK$640 million).

26.
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26. Financial Instruments (Continued) 26. E@MITHEE)

Financial risk management objectives and policies MERAREEEERBE(E)
(Continued)

Liquidity risk (Continued) HEELERE(E)
The following table details the Group’s remaining TRAMAEBIFITESREBERER
contractual maturity for its non-derivative financial EENBAZHBT AR - TR
liabilities based on the agreed repayment terms. The BBEAEEARANKZEEAHZE
table has been drawn up based on the undiscounted B eHRBEReREMDIE - TRE
cash flows of financial liabilities based on the earliest RHERAEREMRE  WASRE N
date on which the Group can be required to pay. The FEFE  AIKRBIRESBUEFRARZ
table includes both interest and principal cash flows. AZ RS -

To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve
at the end of the reporting period.

Liquidity and interest risk tables TEBNE & KT 5 51 2%
Total
undiscounted
Weighted average 1-3 3 months cash flows Carrying
effective interest rate months to 1 year 1-5years  REREE amount
IETSRRAZ 138 3EAE1E 155 i £ REE
% HK§'000 HK§'000 HK§'000 HK§'000 HK$ 000

T T T TET T

2010 “2-%f
Non-derivative financial ~ #fiESRER
liabilities
Trade and other payables B REERESN NATER 61,204 8,054 — 69,348 69,348
Bank loans il 1.76% - 4.93% (note) (2 168,422 52,590 92,603 313,615 306,862
229,716 60,644 92,603 382,963 376,210
2009 ZEENE
Non-derivative financial {74 SREE
liabilities
Trade and other payables ~ ZZREMERER NATER 74,359 7,694 = 82,053 82,053
Bank loans ROER 2.55% - 5.31% (note) (#) 263,170 25,082 126,503 414,755 402,955
337,629 32,776 126,503 496,808 485,008
Note: The management made the best estimation of variable- Kl EEBREZHRINR-_ZE—ZER_ZT
rate borrowings with reference to the HIBOR and the NE=ZA=+—H2Z2EBERITRENF
benchmark exchange rate of the People’s Bank of China BEEFEAREBITEEERELZE
as at 31st March, 2010 and 2009, respectively. BE 2 &EMHET -
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26. Financial Instruments (Continued) 26. ST E(Z)

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.

The carrying amounts of trade and other receivables,
cash and bank balances, and trade and other payables
approximate to their respective fair values due to the
relatively short maturity of these financial instruments.
The Group’s bank loans are mainly variable-rate
borrowings which are carrying at prevailing market rate.
The carrying amounts approximate to the fair value.

Fair value measurements recognised in the
consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based
on the degree to which the fair value is observable.

o Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active market for
identical assets or liabilities.

o Level 2 fair value measurements are those derived
from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e.
derived from prices).

o Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

TRHEEREMABZATE
TREERERABZAFEDRET
JIBERE -

o ABRERFRREM LA RNIERR
BMSEEZEMEEZRFED
2EMSEAREETE -

HRE S REMmEEIERR - HE RIRTT
RBEBRUARE S R B EMERRRASE
HREAZH SZFeRTAZKEE
HEZBZAFERE - AEEZIRTT
EREFER/RBAITHHMNEGFBEZER
fEE - REERE A FERS

REGEHMBMR R ERAERS A FEE

TRANEARERRIRAFEABRZ
ERTANN - DIRBAFEZATEE
BRESBEREIEIR -

s F1IRRAFEHEDNREERNEE
SKBENERT S Z RECREH
BFEMRS -

o F2RAFEFEDIRERF IR
FrEfEmENIN  LEEKAEM
B A E & (AMERER) K E & (A
KEERBE2BABEBEMR

=]
= °

s FIRAFEFAENREBERLIE
ERABEMSEBR(TAHES
ABRI)ZEEXRBEBHABEL
HERDGFEMRS
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26. Financial Instruments (Continued) 26. @EITR(E)
Fair value of financial assets and financial liabilities SREERESHEBEZAFEE)
(Continued)
Fair value measurements recognised in the RGEHBEMEXAERZ A FEFE
consolidated statement of financial position (&
(Continued)

2010
—z-%%
Level 1 Level 3 Total

£14 FE IR e
HK$’000 HK$°000 HK$°000
FETT FETT FET

Available-for-sale financial AIftHESREE

assets
Listed equity securities R ES 167 — 167
Managed fund portfolio  EEELSREHEE — 4,062 4,062
167 4,062 4,229
Reconciliation of Level 3 fair value measurements of A ESREEELEIRLFHEITEZ
available-for-sale financial assets AR
Managed
fund portfolio
EEESREMAS
HK$'000
FAET
At 1st April, 2009 RZZEZNFMEA—H 6,320
Total losses recognised in asset revaluation  REEBEFEEERZEEALE
reserve (1,172)
Disposal HE (1,086)
At 31st March, 2010 RZZE-—ZTF=A=+—H 4,062
Of the total gains for the year included in profit or loss, FFABEZFERNWNEBFES - 343,00048 T 8
gain of HK$343,000 relates to managed fund portfolio RERARFEZ2ERESKREHEER -
held at the end of the reporting period. Fair value gains HEBEASKREAG 2 ATFEREFTAH
on disposal of managed fund portfolio are included in U A ©

other income.
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27. Principal Subsidiaries

Details of the Company’s principal subsidiaries, all of
which are limited liability companies, at 31st March, 2010
and 2009 are as follows:

Name of subsidiary
i) Pk

La Suisse Watch Company, Limited

LN

Qrigntal Watch Company Limited

EVEGL )

Origntal Watch (Macau) Company

Limited
RHRA(EN)ERARA

Oriental Watch (China) Company

Limied
Rn&f1(78)ERAR

Sharp Beauty Limited
ERRRAT

Unex Development Limited

FUERARAA

iT #E-F-F=A=+—HALFE

Place of
incorporation/
registration/
operations Issued and fully paid share capital/
AL/ registered and paid-up capital
Bi/meng BRARARES/ARRCEES
2010 2009 Directly
It 2 12 2 k3 E#
IIIEHHI 209
=
% %
Hong Kong Ordinary shares ~ Ordinary shares 100 100
(3 — HK$1,000 — HK§1,000
EER EER
- 1,000E% - 100047
Hong Kong Ordinary shares ~ Ordinary shares 100 100
B — HKS1,000 — HK$1,000
EER ERik
- 1,000%7% = 1,00087
Macau Ordinary shares ~ Ordinary shares 50 50
! —MOPS25,000 ~ — MOP$25,000
EER Eak
- 50008078 - 2500087
Hong Kong Ordinary shares ~ Ordinary shares - =
Bt — HK$1,000 — HK$1,000
EER Bk
- 1,000 &7 - 1,000%7
Hong Kong Ordinary share ~ Ordinary share - =
B — HKS1 —HK$t
EBR - 1% EER- 1B
Hong Kong Ordinary shares ~ Ordinary shares - -
B — HKS2 —HKS2
EER- 281 EBR-2%n

27. FENBAF

Proportion of nominal value of issued capital/
registered capital held by the Company
KARAEELBRTRAEE/ERERZILH

Indirectly
B

2010 2009
CE-ZF ekl
% %
50 50
100 100
0 10
100 100

Notes to the Consolidated Financial Statements ror e year ended 315t maren, 2010

R-E—ZEER —TTAF=A=+—
B ARRIZEEHBRAR(ZEH A
BERARFBNOT

Principal activities
IERH

Watch trading
FRAR

Watch trading
FRAH

Watch trading
FREH

Watch trading and
investment holding

FREERRERK

Investment holding
RERR

Property holding
LHE
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27. Principal Subsidiaries (Continued) 27. XEMBARE)
Place of
incorporation/
registration/
operations Issued and fully paid share capital/ Proportion of nominal value of issued capital/
Name of subsidiary He/ registered and paid-up capital registered capital held by the Company Principal activities
KEATZR Bi/meng BEARMRAA/ERRCHER KAAfHEZERARATE/ERERZ LA IEXR

2010 2009 Directly Indirectly
=555 2 A%
2010 2009 2010 2009
CE-3F EmEEykd “T-3F WYkl

% % % %
LERGRERE5ERAR Mainland China Registered and ~ Registered and - = 100 100 Watch trading for a
(Shanghai Oriental Watch hE paid-up capital ~ paid-up capital term of 50 years
International Trading Co., Ltd.) —US$200,000  — US§200,000 commencing 3rd
iMRCAER  HRESER January, 2001
- 0000057 - 200000%7 FREE m-FEF

—f=Riti50E

LARADERARAT Mainland China Registered and ~ Registered and - - 100 100 Watch trading for a
(Shanghai Key Machine Trading hE paid-up capital ~ paid-up capital term of 50 years
Co., Ltd.) —US$200,000  — US§200,000 commencing 17th

imREMER  ERRESER October, 2003
- 200000%% - 200000%7 FREY m-3T0E
tATtRE0E

Rhx(R)EZERAR Mainland China Registered and ~ Registered and - - 100 100 Waich trading for a
(Origntal Watch (China) Trading hE paid-up capital ~ paid-up capital term of 30 years
Co., Ltd.) — US$34,000,000  — US$34,000,000 commencing 14th

ifkcgEs  EMRESEA Jung, 2005
- 34,000000%7% - 34,000,000%T FREY A-TTRE
~NATHBRHNE

HE( D8R8 AERAR Mainland China Registered and ~ Registered and - = 70 70 Apparel business
(Sharp Beauty (Shanghai) Apparel  FREE paid-up capital  paic-up capital Rk
Trading Co., Ltd.) —RMB180,000  —RMB180,000

HMRegEs  EfRRESER
- AR%1800007c — AR 1800007

Bi( D8 RXEAERAR Mainland China Registered and ~ Registered and - = 70 70 Apparel business
hE paid-up capital  paic-up capital e 3

—RMB180,000  — RMB180,000
HmRegEs  EfRRESER
- AR%1800007c — AR 18000070
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27.

28.

Principal Subsidiaries (Continued)

Shanghai Oriental Watch International Trading Co., Ltd.,
Shanghai Key Machine Trading Co., Ltd. and Oriental
Watch (China) Trading Co., Ltd. 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.

Related Party Transactions

Compensation of key management personnel

The key management personnel are the directors of the
Company. The remuneration of directors during the year
was as follows:

REHIE A
RERL 1R A

Short-term benefits
Post-employment benefits

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

27.

28.

FEWBATE)
EBRMERTEREZAERAR - LE
BAVESERARRRTERT(PE)
BHAERARIIRHEKLZ 2INER
=,

ERRFINEZSRA/TEZELAEE X
BMREEZARAMBLRAR - EFR
o MEIEMHBARZFHE  AE
BREFBD TR

B M B R BN FRLRFREAES S E
ERAREREHES

FREALRS
TREEEAR ZHRMH
TEEEEABRARBEST -FALZ
E=memT :

2010 2009
—2-%F —ETHEF
HK$°000 HK$'000
FET FET
26,162 25,171
1,602 1,602
27,764 26,773

EEMemTMEEEEREAARER
MmZBERETE -
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Financial Summary

B 54 &

RESULTS
Turnover

Profit before taxation
Taxation

Profit for the year

ASSETS AND
LIABILITIES

Total assets
Total liabilities

Total equity

£
-

B Bt A A
BiIR

FR A

BERARE

BEMRE

REEGE

SR

Year ended 31st March,
BE=A=t—HLEE

2006 2007 2008 2009 2010
ZEERF ZTTLF ZZETN\F ZZEThF | = s
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FET FHET FET FET F#ET
2,022,381 2,645,914 2,922,342 2,538,781 3,242,643
79,369 115,331 190,295 122,495 146,257
(14,098) (20,457) (34,374) (22,180) (33,710)
65,271 94,874 155,921 100,315 112,547
At 31st March,
R=A=+—H
2006 2007 2008 2009 2010
ZETRF  ZETEF  ZTTN\GF  ZTTNF B s
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FET FET FET FET
1,056,878 1,252,986 1,574,331 1,773,027 1,816,892
(292,286) (403,168) (411,964) (528,516) (421,249)
764,592 849,818 1,162,367 1,244,511 1,395,643

RAFRTEEBRAT Oriental Watch Holdings Limited
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