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MANAGEMENT DISCUSSION AND ANALYSIS

Group Results

On behalf of the Board of Directors (the “Board”) of Oriental
Watch Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”), it is my pleasure to present the
consolidated results of the Group for the year ended 31st
March, 2012.

Turnover for the year ended 31st March, 2012 was
HK$3,936 million (2011: HK$3,918 million) whilst net profit
attributable to owner of the Company was HK$164 million
(2011: HK$219 million). Excluding the fair value impact of
HK$94 million recognized in profit or loss in relation to share
options granted during the year, the adjusted net profit
would have been HK$258 million, representing a growth of
17% from last year.

The Group currently operates 106 stores (including
associate stores) in Greater China region. Breakdown by
geographic region is as follows:

Hong Kong BB
Macau SR P
China =8
Taiwan =
Total et

To celebrate our 50th anniversary and to reward the
continual support of our shareholders, the Board has
resolved to recommend a final dividend of 5.0 HK cents
(2011: 8.0 HK cents). The final dividend together with the
interim dividend of 3.0 HK cents and special dividend of 3.0
HK cents will represent a payout of approximately 38.0% for
the year ended 31st March, 2012 (2011: 24.0%).
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Business Review and Prospects

Thanks to the burgeoning support of China’s luxury-seeking
consumers, Hong Kong's retail sales experienced a period
of exponential growth during the course of 2011. However,
amidst China’s credit tightening policies, the growth has
subsided evidently in the first half of 2012. According to
the latest government statistics, Hong Kong retail sales
in April 2012 rose 11.4% from last year. This represented
the slowest pace since 2009 as Mainland consumers curb
their spending. As the economy and consumer sentiment
towards the luxury market is direct, the Group’s watch sales
were considerably affected during the year.

Despite softening retail sales, rental rates continued to
soar and thoroughly tested Hong Kong retailers’ stamina.
However, the Group remained resilient to rental pressures,
as 5 out of 13 of our stores in Hong Kong are self-owned
properties, thus rental as a percentage of turnover remained
relatively stable during the year. In view of the above, the
Group will continue to work on maximizing returns by
employing prudent policies on its operating expenses and
inventories, so as to keep costs to a minimum.

The Group’s expansion focus will remain on the China
market. To expedite coverage, the Group acquired 40%
interest in a PRC-based watch company on 19th July, 2011
and four new points of sales were introduced. The extended
sales network is expected to open new growth opportunities
for the Group in the China watch trading business. To
effectively promote the “Oriental Watch” brand amongst
Mainland consumers, the Group will also strategically
increase its presence in 2nd and 3rd tier cities by opening
self-owned retail stores accordingly along with strategic
acquisitions to accelerate market exposure.
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TREEREEBTRR DA

Whilst remaining dedicated to our core expertise as a
luxury watch retailer, the Group is currently exploring other
means of business to broaden product variety and ultimately
our sources of income. On 27th March, 2012, the Group
entered into a cooperation agreement with Larry Jewelry
International Company Limited (“Larry Jewelry”, stock code:
8351) to jointly market Larry Jewelry’s products through
the retail network of Oriental Watch. The collaboration is
expected to commence in the second half of 2012.

Despite increasing turbulence in the financial markets, the
Group is adamant that Hong Kong will continue to be a
major shopping destination for Mainland Chinese tourists,
who will benefit from the city’s lower tax rates and vast
product ranges. Supported by the prime location our new
Oriental Watch store in Tsim Sha Tsui East at New Mandarin
Plaza, which commenced its operation in April 2012 and
the anticipated opening of our second Rolex boutique in
Causeway Bay at Hysan Place, the Group is in the best
position to capture greater sales from such key tourist
groups. Moreover, the Swiss Watch Federation reported
that Hong Kong and China continues to be top importers
of Swiss timepieces, indicating that Chinese demand for
luxury watches are still strong. Looking ahead, the Group
remains cautiously optimistic on the business outlook of the
luxury goods market. Leveraging on our prestigious brand
image and long establishment history, the Group will strive
to capitalize on viable business opportunities and to achieve
satisfactory returns for our shareholders.

On behalf of the Group, we thank our customers, suppliers,
staff and shareholders for their loyalty and continual support.
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FINANCIAL REVIEW

Liquidity and financial resources

At 31st March, 2012, the Group’s total equity reached
HK$2,092 million, compared with HK$1,865 million as
at 31st March, 2011. The Group had net current assets
of HK$1,738 million, including bank and cash balances
of HK$207 million as at 31st March, 2012 compared
with balances of HK$1,693 million and HK$601 million
respectively as at 31st March, 2011. At 31st March, 2012,
bank loans totalled HK$506 million (31st March, 2011:
HK$301 million). At 31st March, 2012, the gearing ratio
(defined as total bank borrowing on total equity) was 0.24
(31st March, 2011: 0.16).

Management 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.
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HUMAN RESOURCES

As at 31st March, 2012, our Group had approximately 900
employees all over HK, Macau, China and Taiwan, in which
69% of whom were Mainland Chinese whereas 28% were
local staff. The total manpower had slight increment over
last year.

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.

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.
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EXECUTIVE DIRECTORS:

Mr. YEUNG Ming Biu, aged 76, the Chairman of the
Company, is a Co-founder of the Group. He has over 59
years’ experience in the watch business and is a Permanent
Honorary Director of The Federation of Hong Kong Watch
Trades and Industries Limited. He holds Honorary Felllow
awarded by The Chinese University of Hong Kong.

Mr. YEUNG Him Kit, Dennis, aged 43, 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 68, joined the Group in 1974
and has over 47 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 50, 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 53, 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 27
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 57, joined the Group in 1969.

He became Director of the Company in April 2003 and has
over 42 years’ experience in the watch business.
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INDEPENDENT NON-EXECUTIVE DIRECTORS:

Dr. SUN Ping Hsu, Samson (“Dr. Sun”), M.B.E., J.P.,
aged 87, has been an Independent Non-executive Director
of the Company since September 1993. He is the Chairman
of Sun International Group of companies. He was Deputy
Chairman and a Director of Gilman & Co., Ltd. and Inchcape
Hong Kong respectively from 1967 to 1985. Dr. Sun is
the Honorary Permanent President of The Federation of
Hong Kong Watch Trades and Industries Limited. He has
over 58 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 both trading and property
development in the PRC. Dr. Sun has chaired many
voluntary community services and charitable organisations.
He was a Member of Basic Law of HKSAR Consultative
Committee in 1980’s. He is an Independent Non-executive
Director of National Electronics Holdings Limited (stock
code: 0213), and Cheuk Nang (Holdings) Limited (stock
code: 0131).

Dr. LI Sau Hung, Eddy, B.B.S., J.P., aged 57, has over
37 years’ experience in the manufacturing business. He is
a Member of the National Committee of Chinese People’s
Political Consultative Conference and the President of
Hong Kong Economic & Trade Association. 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 Technology Holdings Limited
(stock code: 0894), Midas International Holdings Limited
(stock code: 1172). He has resigned as Independent non-
executive Director of Get Nice Holdings Limited (stock code:
0064) in April, 2012. All companies listed on The Stock
Exchange of Hong Kong Limited.
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Mr. CHOI Man Chau, Michael, aged 55, 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 22 years. Mr. Choi is also an Independent Non-
executive Director of Hunan Nonferrous Metals Corporation
Limited (stock code: 2626) and Simsen International
Corporation Limited (stock code: 0993), companies listed
on the Main Board of The Stock Exchange of Hong Kong
Limited. He was formerly an Independent Non-executive
Director of Nam Tai Electronic & Electrical Products Limited
(stock code: 2633) and Dynamic Energy Holdings Limited
(stock code: 0578), companies listed on the Main Board of
The Stock Exchange of Hong Kong Limited.

SENIOR MANAGEMENT

Mr. SZE Yuk Woo, aged 61, is the General Manager
overseeing the Group’s general operation in the PRC. He
joined the Group in 1997 and has over 42 years’ experience
in the watch business.

Mr. YEUNG Chi On, aged 52, is the General Manager
overseeing the retail operation in Hong Kong. He joined the
Group in 1980 and has over 31 years’ experience in the
watch business.

Mr. LAM Tung Hing, aged 54, is the General Manager and
overseeing the retail operation in Hong Kong. He joined the
Group in 2003 and has over 32 years’ experience in the
watch business.
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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 31 March, 2012, the Company
has complied with the code provisions prescribed in the
Code on Corporate Governance Practices (the “Existing
Code”) set out in the Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“the Listing Rules”) except for the deviation
from the Code Provision A.4.1 which is explained in the
following relevant paragraph.

DIRECTORS’ SECURITIES TRANSACTIONS

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

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

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

At 31 March, 2012, 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 8 to 10. The composition of
the Board is well balanced with each Director having sound
knowledge, experience and/or expertise relevant to the
business of the Group.

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

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

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

The Group Deputy Chairman and Managing Director, Mr.
Yeung Him Kit, Dennis, is responsible for managing business
of the Group, attending to the formulation and successful
implementation of the Group policies and assuming full
accountability to the Board for all Group operations. Acting
as the principal manager of the Group’s business, the
Group Managing Director attends to developing strategic
operating plans that reflect the long-term objectives
and priorities established by the Board and is directly
responsible for maintaining the operational performance of
the Group. Working with the other Executive Directors and
the executive management team of each core business
divisions, he ensures that the Board is fully apprised of the
funding requirements of the business of the Group and
presents annual budgets to the Board for consideration
and approval. With the assistance of the Group Finance
Director, the Group Managing Director sees to it that the
funding requirements of the business are met and he
closely monitors the operating and financial results of the
business against plans and budgets, taking remedial action
when necessary. He maintains an ongoing dialogue with
the Chairman and all Directors to keep them fully informed
of all major business development and issues. He is also
responsible for building and maintaining an effective team to
support him in his role.
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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 of Directors. Among the three
Independent Non-executive Directors, one of them have
appropriate professional qualifications in accounting or
related financial management expertise as required by Rule
3.10(2) of the Listing Rules.

The Company has received from each of the independent
non-executive directors the written confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
The Company based on such confirmation, considers Dr.
Sun Ping Hsu, Samson, Dr. Li Sau Hung, Eddy and Mr. Choi
Man Chau, Michael to be independent.

Directors’ Appointment, Re-election and Removal

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

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.
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Details of material or notable transactions of subsidiary
companies are provided to the Directors as appropriate.
Whenever, warranted, additional Board meetings are held.

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

Any Director wishing to do so in the furtherance of his or
her duty 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 31 March, 2012, meetings and REZ-_ZET——"F=_A=+—HILFE

Directors attendance records for the meetings held are set CBHRMSEERARTEHECHFER
out below: $EEBINT
2011 Annual
General
Board Meeting
S
=8 BREBFARE
Executive Directors HITESE
Mr. Yeung Ming Biu (Note) — Chairman #5812 4 (A1aE) — £ /& 4/4 ol
Mr. Yeung Him Kit, Dennis (Note) BOTEREE (M) 4/4 ol
— Group Deputy Chairman and — SERIERERERAL
Managing Director it
Mr. Fung Kwong Yiu RS R 5T A 4/4 ol
Madam Yeung Man Yee, Shirley (Note) 1B8uE 2+ (H17) 4/4 \
Mr. Lam Hing Lun, Alain BB &4 4/4 ol
— Group Finance Director — SEMBES
Mr. Choi Kwok Yum EERTE 4/4 X

Independent Non-Executive Directors BV FHTEE

Dr. Sun Ping Hsu, Samson BFREEL 4/4 \
Dr. Li Sau Hung, Eddy ZFEFH L 4/4 X
Mr. Choi Man Chau, Michael 2N A 4/4 X

Note: Mr. Yeung Bing Biu is the father of Mr. Yeung Him Kit, Dennis and Biit GRRZEEAE BBITHRAEERBHEL T ZR -
Madam Yeung Man Yee, Shirley.
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Company Secretary

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.
Minutes of all Board meetings and Board Committees are
prepared by and maintained by the Company Secretary
to record in sufficient details the matters considered and
decisions reached by the Board or Committee, including any
concerns raised or dissenting views voiced by any Director.
All the minutes are sent to Directors and are available for
inspection by any Director upon request.

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.

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.

Furthermore, the Company Secretary advises the Directors
on their obligations for disclosure of interests and dealings
in the Group’s securities, connected transactions and
price-sensitive information and ensures that the standard
and disclosure required by the Listing Rules are observed
and where required, reflected in the annual report of the
Company.
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The appointment and removal of the Company Secretary is
subject to Board approval in accordance with the Articles of
Association of the Company. Whist the Company Secretary
reports to the Board through the Chairman and the Group
Managing Director, all member of the Board have access to
the advice and service of the Company Secretary. Mr. Lam
Hing Lun, Alain has appointed as the Company Secretary of
the Company since 1992 and has day-to-day knowledge of
the Group affairs.

ACCOUNTABILITY AND AUDIT

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 Independent Auditor’s report on pages 40 to 42 which
acknowledge the reporting responsibilities of the Group’s
Auditor.

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.
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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.

Auditor’s Remuneration

The Board is satisfied with Deloitte in respect of the audit
fees they charged, the process and its effectives of the audit
and has resolved to recommend their reappointment as
the Company’s external 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:

Audit E
Taxation and non-audit services
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BOARD COMMITTEES
Audit Committee

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 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.

During the year ended 31 March, 2012, 4 meetings were
held. The attendance records for the audit committee
meetings are set out below:
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Directors’
Attendance
BEEHESR

Members of the Audit Committee ERLEETKE
Dr. Sun Ping Hsu, Samson BFREEL 4/4
Dr. Li Sau Hung, Eddy THEBL 4/4
Mr. Choi Man Chau, Michael 22N E 4/4

During the year, the Audit Committee performed the duties
and responsibilities under its terms of reference and other
duties of the Existing Code.
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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 Report of the Group and other financial,
internal control and risk management matters of the Group.
It considers and discusses the reports and presentations of
Management, the Group 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 representing from
Deloitte of their independence and objectively and holds
meetings with Deloitte to consider the scope of their
audit, approve the fees thereon, and the scope and
appropriateness of non-audit services, if required, to
be provided by them. The Audit Committee also makes
recommendations to the Board on the appointment and
retention of the external auditors.

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

e  Audit services — includes audit services provided in
connection with the audit of the consolidated financial
statements. All such services are to be provided by
external auditors.
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e Audited related services - included services that
would normally be provided by an 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.

e  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 reviews
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 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.

o General consulting services — the external auditors
are not eligible to provide services involving general
consulting work including accountancy services.

Review of Risk Management and Internal Control

The Audit Committee assists the Board in meeting its
responsibilities for maintaining an effective system of
internal control. It reviews the process by which the Group
evaluates its control environment and risk assessment
process, and the way in which business and control risks
are managed. In addition, it review with the Group’s internal
auditors the work plan for their audit together with their
resources requirements and consider the report to the Audit
Committee on the effectiveness of internal controls in the
Group business operations.
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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 Deputy Chairman and Managing Director, Mr. Yeung Him
Kit, Dennis. Dr. Sun Ping Hsu, Samson is the chairman of
the Committee. The Committee meets for the determination
of the remuneration package of Directors and senior
management of the Group. In addition, the Committee
also meets as and when required to consider remuneration
related matters.

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

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 31 March, 2012, one
remuneration committee meeting was held and attended by
all members by the Remuneration Committee. 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 director fees for year ended 31 March 2013,
year-end bonus and remuneration packages of Executive
Directors and senior management of the Company for the
year ended 31 March, 2013 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
as it considers that the Executive Directors could be more
appropriate to perform the function set out in the Existing
Code. 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
31 March, 2012, no nomination meeting was 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
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include review by the Executive Directors and the Board
and approval of detailed operational and financial reports,
budgets and plans provided by the management of the
business operations, review by the Board of actual results
against budgets, review by the Audit Committee of the
ongoing work of internal audit function and risk management
function, as well as regular business review by Executive
Directors and the executive management team of each core
business division.

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

Internal Control Environment

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

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

Business plans and budgets are prepared annually by the
management of individual businesses and subject to review
and approval by Executive Directors. Executive Directors
review the differences to the budget and for approval. When
setting budgets, management identifies, evaluates and
reports on the likelihood and potential financial impact of
significant business risks.
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The Executive Directors review monthly management reports
on the financial results and key operating statistics of each
business and hold regular meetings with the executive
management team and senior management of business
operations to review these reports, business performance
against budgets, forecasts, significant risk sensitivities and
strategies. In addition, Group Finance Director and members
of his finance team review monthly performance against
budget and forecast, and to address accounting and finance
related matters.

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

Internal audit department reporting to the Group Deputy
Chairman and Managing Director on regular basis and
also directly to the Audit Committee if necessary, provides
independent assurance as to the existence and the
effectiveness of the risk management activities and controls
in the Group’s business operations. Using risk assessment
methodology and taking into account the dynamics of the
Group activities, internal audit derives its yearly audit plan
which is reviewed by the Audit Committee, and reassessed
during the year as needed to ensure that adequate
resources are deployed and the plan’s objectives are met.
Internal audit is responsible for assessing the Group’s
internal control system, formulating an impartial opinion on
the system, and reporting its findings to the Group Finance
Director, Group Deputy Chairman and 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.
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Depending on the nature of business and risk exposure
of individual business units, the scope of the work
performed by the internal audit function includes financial
and operations review, recurring and surprise audits, fraud
investigation and productivity effectively reviews.

Reports from the external 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 taken.

Corporate Governance

The Board is entrusted with the overall responsibility of
developing and maintaining sound and effective corporate
governance within the Group and is committed to ensuring
that the effective governance structure is put in place to
continuously review and improve the corporate governance
practices within the Group in light of evolving environment
and regulatory requirements.

Under the term of reference, the Audit Committee has been
delegated the corporate function of the Board to monitor,
procure and manage corporate governance compliance
within the Group. To assist the Audit Committee in fulfilling
its responsibilities, Company Secretary with representatives
from key departments of the Company are continuously
examine the corporate governance structure of the Group,
provide updates, identify emerging matters of compliance,
structure appropriate compliance mechanisms and monitor
compliance fulfillment on an ongoing basis.

Having regard to the recent changes and developments
of the regulatory requirement to the Group, the Board has
updated or established during the year various policy and
procedures in areas including, among others, handling of
confidential and price— sensitive information, securities
dealing, shareholders’ communication and reporting on
possible improprieties with respect to financial reporting
and internal control. The Audit Committee has reviewed the
compliance status of the Existing Code and the Revised
Code, and is satisfied that all code provisions of the existing
Code and nearly all code of the Revised Code are complied
except for the deviation from the Code Provision A.4.1 that
is explained in the previous relevant paragraph.
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Group Risk Management

The Group Deputy Chairman and 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’ internal control
system for the year ended 31 March, 2012 covering all
material financial, operational and compliance controls
and risk management functions, and is satisfied that such
system are effective and adequate.

COMMUNICATION WITH INVESTORS AND
SHAREHOLDERS

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

The Board also welcomes the view of shareholders on
matters affecting the Group and encourages them to attend
shareholders’ meeting to communicate with the Board or
Management directly.
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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 and at
which the Chairman and Directors are available to answer
questions on the Group’s business. All shareholders have
statutory right to call for extraordinary general meeting and
put forward agenda items for consideration by shareholders
by sending to the Company Secretary at the registered
office a written request for such general meeting together
with the proposed agenda items. All substantial resolutions
at the general meeting are decided on a poll. The poll is
conducted by the Group’s Share Registrars and the results
of the poll are published on the websites at 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.

Pursuant to Bye-law 58 of the Company’s Bye-laws,
shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings
of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company,
to require a special general meeting to be called by the
Board for the transaction of any business specified in
such requisition and such meeting shall be held within
two months after the deposit of such requisition. If within
twenty-one days of such deposit the Board fails to proceed
to convene such meeting the requisitionists themselves may
do so in accordance with the provisions of Section 74(3) of
the Companies Act 1981 of Bermuda.
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The directors present their annual report and the audited
consolidated financial statements for the year ended
31st March, 2012.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company as
well as engaged in watch trading. The principal activities
of its principal subsidiaries are set out in note 30 to the
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
43.

An interim dividend of 3.0 Hong Kong cents per share and
a special dividend of 3.0 Hong Kong cents per share were
declared and paid to the shareholders during the year.
A final dividend of 5.0 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, 2012, the Company’s reserves available
for distribution consisted of contributed surplus of
HK$122,183,000 and retained profits of HK$56,311,000.

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 there are reasonable proceeds for believing that:

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

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

than the aggregate of its liabilities and its issued share
capital and share premium account.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred approximately HK$145.7
million on the purchase of property, plant 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.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

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

Executive directors:

Mr. Yeung Ming Biu (Chairman)

Mr. Yeung Him Kit, Dennis (Deputy Chairman and
Managing Director)

Mr. Fung Kwong Yiu

Madam Yeung Man Yee, Shirley

Mr. Lam Hing Lun, Alain

Mr. Choi Kwok Yum

Independent non-executive directors:

Dr. Sun Ping Hsu, Samson
Dr. Li Sau Hung, Eddy
Mr. Choi Man Chau, Michael

In accordance with Bye-law 87 of the Company’s Bye-
laws, Mr. Yeung Ming Biu, Mr. Yeung Him Kit, Dennis and
Mr. Choi Man Chau, Michael 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, 2012 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, 2012, the interests 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 “SFQO”), 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:
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Number of shares held
FrERG#E
Percentage
of issued
share
Total capital
Personal Family Corporate number of of the
interest interest interest shares Company
NGRS
Name of director EEHA AR RikER NRER RipEs TREAEAL
Mr. Yeung Ming Biu BRELE 18,267,583 7,920,000 128,164,561 154,352,144 27.05%
(note (a))
(Wit (a)
Mr. Yeung Him Kit, Dennis BITREE 3,994,000 - (note (b)) 3,994,000 0.70%
(W (b))
Mr. Choi Kwok Yum SR 4,728,000 - - 4,728,000 0.83%
Mr. Fung Kwong Yiu BEREE 6,518,160 - (note (c)) 6,518,160 1.14%
(W)
Madam Yeung Man Yee, Shirley &L+ 2,640,000 221,161 (note (d) 2,861,161 0.50%
(Wit ()
Dr. Sun Ping Hsu, Samson RREBL - - 3,200,000 3,200,000 0.56%
(note ()
(Wit (e))
Mr. Lam Hing Lun, Alain MEBLE 3,600,000 - - 3,600,000 0.63%
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ECTORS’ 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
and Mr. Yeung Ming Biu are the respective beneficial owners of 55%
and 10% 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 127,776,000 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 388,561 shares in the Company.

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.

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

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

Dr. Sun Ping Hsu, Samson and his family members are the beneficial
owners of the entire issued share capital of Sun International Limited,
which is the beneficial owner of 3,200,000 shares in the Company.

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 at the Company’s
special general meeting held on 3rd November, 2003, the
Company adopted a share option scheme (the “Share
Option Scheme”).

Under the Share Option Scheme, options may be granted
to any director, employee, consultant, customer, supplier or
advisor of the Group 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 Group. The total number of shares available for issue
under the Share Option Schemes as at the date of this
report is 23,950,852 shares. 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 of
the Company, 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.
The exercise price per share payable on the exercise of an
option equals to the highest of:

(@) the nominal value of one share;

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

(c) 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.
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DIRECTORS' REPORT
EEEHRE

SHARE OPTION SCHEME AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES (Continued)

The Share Option Scheme is valid for a period of then 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,

certain employees and consultants during the year:

Number of shares under options

ERESRZRAHA
Adjustment
Grant  onbonus  Exercised
At duting issue of during At
Name of category of participant 1.4.2011 the year shares theyear  31.3.2012
1§--£ o) ==
SRENZARH BA-B  EARH A% EAR =A=t-H
m@
3
Directors %
Mr. Yeung Ming Biu - 1,200,000 240,000 - 1,440,000
HRERE
Mr. Yeung Him Kit, Dennis - 1,200,000 240,000 - 1,440,000
BlifnE
Mr. Fung Kwong Yiu - 2,500,000 500,000 - 3,000,000
BERrE
Madam Yeung Man Yee, Shirley - 1,200,000 240,000 - 1,440,000
mHELL
r, Lam Hing Lun, Alan - 3000000 600,000 - 3600000
Mr. Choi Kwok Yum - 3,000,000 600,000 - 3,600,000
- 12100000 2420000 - 14520000
Other employees £f1EE
Ty*%eA - 12,000,000 2,400,000 - 14,400,000
Ad
TyfeB - 18,000,000 - - 18,000,000
B
Congultants EEf8
Ty%%eA - 8200000 1640000  (7,200000) 2,640,000
A
Ty%eB - 5,000,000 - - 5,000,000
B
Totd &3 - 55300000 6,460,000 (7,200,000 54,560,000

Note: An ordinary resolution was passed by the shareholders at the annual
general meeting of the Company held on 28th July, 2011 approving a
bonus issue of shares to shareholders of the Company on the basis
of one new ordinary share for every five ordinary shares held. The
number of shares under the outstanding options and the exercise
price per share of the outstanding options were adjusted accordingly
pursuant to the terms of the Share Option Scheme.

BREENEEZRERMNES
ZRER#)

BREAEARMNEP -_ZZT=F+—~
—ZHEFBERTF -

TRABES  HTEEREMNERR
PERA R S BB R 2 B )

Original ~ Adjusted
Date of exercise exercise
grant of price price
options  pershare  pershare  Exercisable period
BEE  FasH  miE
RiAE ik SROEE  UHEHE
HS S
A A1
o
i3
06.04.2011 413 344 06.04.2011 - 05,04.2021
06.04.2011 413 344 06.04.2011 - 05,04.2021
06.04.2011 413 344 06.04.2011 - 05.04.2021
06.04.2011 413 344 06.04.2011 - 05,04.2021
06.04.2011 413 344 06.04.2011 - 05.04.2021
06.04.2011 413 344 06.04.2011 - 05.04.2021
06.04.2011 413 344 06.04.2011 - 05,04.2021
29,08.2011 480 NA - 29.08.2011 - 28082021
iR
06.04.2011 413 344 06.04.2011 - 05.04.2021
29082011 480 NA - 29082011 - 28.08.2021
i
Mt - BRREARRATANR-_ZT——FtA-+ /AR

TZBRRBFEASG DRBERRAR  HLE
AR FARBBR  EESEHAIR
TR AR — BT B A o RITIE B AE
ZRMEE AT REREZSRITEER
IRIRRE R B Z (BRI 2 -
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SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2012, 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

REREHE

Datsun Holdings Limited
Furama Investments Limited
Realtower Holdings Limited

Realtower Holdings Limited holds 55% of the issued share
capital of Furama Investments Limited which holds 80%
of the issued share capital of Datsun Holdings Limited.
Accordingly, both Realtower Holdings Limited and Furama
Investments Limited are deemed under the SFO to be
interested in the 127,776,000 shares in the Company held
by Datsun Holdings Limited.

Save as disclosed above, at 31st March, 2012, 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.
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FisROEE BITREABDL
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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, subsisting at the end of the year or at
any time during the year.

There is no contract of significance between the Group and
a controlling shareholder of the Company (as defined in the
Listing Rules) or any of its subsidiaries, including for the
provision of services to the Group.

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
99% of the Group’s total purchases while the purchases
attributable to the Group’s largest supplier was
approximately 70% 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 customers or
suppliers of the Group.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

During the year, the Group made donations totalling
HK$1,502,590.

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Group are set out in the Corporate Governance Report on
pages 11 to 29.

EMOLUMENT POLICY

As at 31st March, 2012, the Group had a total of about 900
employees.

The emolument policy of the employees of the Group is set
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 employees of the Group, details
of the scheme are set out in the paragraph headed “Share
option scheme and directors’ rights to acquire shares or
debentures” above and in note 22 to the consolidated
financial statements.

AUDIT COMMITTEE AND REMUNERATION
COMMITTEE

Details of the Group’s Audit Committee and Remuneration
Committee are set out in the Corporate Governance Report
on pages 20 to 24.
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SHARE CAPITAL

Details of movements during the year in the share capital
of the Company are set out in note 21 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 in the
hands of the public exceeds 25% of the Company’s total
number of issued shares.

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, 20th June, 2012
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INDEPENDENT AUDITOR’S REPORT
B BETRE

Deloitte.
=E)

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 43 to 127, which comprise the consolidated
statement of financial position as at 31st March, 2012,
and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view 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,
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement,
whether due to fraud or error.
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INDEPENDENT AUDITOR’S REPORT
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 about
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 of consolidated financial statements that give
a true and fair view 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.
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OPINION

In our opinion, the consoclidated financial statements give
a true and fair view of the state of affairs of the Group as
at 31st March, 2012, 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

20th June, 2012
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

e R E WS R

For the year ended 31st March, 2012
BE-_E——F=ZF=+—HILFE

Turnover
Cost of goods sold

Gross profit

Other income

Distribution and selling expenses

Administrative expenses

Finance costs

Share of results of associates

Share of results of jointly
controlled entities

Profit before taxation
Income tax expense

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
Reclassification adjustment
relating to impairment loss
on 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

35
HERA

EF

H A

7 M IHE R
TTHRFAX

RO E PN

IR SE NI
FE(E KR H E
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AR FREA AR
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BEBINRBRES
ZHEHER

T@Eﬁﬁ/i\%ﬂﬁﬁz

Hj’%—ﬂ ﬁgfﬁﬁﬁ
EZEHNDRRE

BRI HESRE

EZRERERZ
B0 BEAE

FREAM 2 RS

ZAYNCIE 2PN R
AR &L

SREF
B

2012 2011

— —E——F

Notes HK$°000 HK$’000
Htat FET FET
4 3,935,963 3,917,764
(3,108,451) (3,199,185)

827,512 718,579

5 37,059 13,813
(269,641) (195,351)
(366,841) (256,547)
6 (18,247) (9,546)
5,087 1,241

2,008 —

7 216,937 272,189
9 (52,829) (52,760)
164,108 219,429

17,773 15,574

(1,101) 4,559

- (249)

249 —

16,921 19,884

181,029 239,313

71 28.94 HK cents B{ll  43.79 HK cents /&l

71 28.76 HK cents %l  42.75 HK cents &fll
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION,

44

S v 0 ua ":
At 31st March, 2012
R-FE——F=F=+—H
2012 2011
—E-——F —T——F
Notgs HK$’000 HK$iOOQ
Kt FET FET
Non-current assets EMBNE E
Property, plant and equipment YIS - BN ERE 12 267,455 155,531
Deposits for acquisition of WHE S - R R
property, plant and equipment R e 6,679 10,575
Interests in associates /N v 13 37,777 32,990
Interests in jointly controlled HRZEGIELS 2
entities 14 24,311 —
Available-for-sale financial AtHESHEE
assets 15 9,268 18,548
Deferred tax assets BT IEE E 20 1,680 =
Property rental deposits MEReZE 38,774 13,977
385,944 231,621
Current assets MENEE
Inventories FE 2,003,455 1,377,076
Trade and other receivables %’%&,ﬁﬁﬂf%ﬁ%m 16 207,935 161,423
Taxation recoverable AR B FiIE - 30
Bank balances and cash BTSRRI 17 206,605 600,824
2,417,995 2,139,353
Current liabilities nEaE
Trade and other payables 25 RHMERERR 18 173,252 170,222
Taxation payable JEAS R IE 30,685 34,702
Bank loans IRITERK 19 476,351 241,375
680,288 446,299
Net current assets MENE EFE 1,737,707 1,693,054
Total assets less current liabilities ZEAERLBAE 2,123,651 1,924,675
Non-current liabilities SERBAE
Bank loans RITE K 19 30,000 60,000
Deferred tax liabilities EEMIBRE 20 1,423 —
31,423 60,000
Net assets BEFE 2,092,228 1,864,675
Capital and reserves S AN R
Share capital LN 21 57,061 46,951
Reserves s 2,035,167 1,817,724
Total equity e 2,092,228 1,864,675
The consolidated financial statements on pages 43 to 127  #HNF43BEEF 127 B 2R E M mMELK

were approved and authorised for issue by the Board of
Directors on 20th June, 2012 and are signed on its behalf

EEEgRN-F

——FRNA-TEHERK

BTE . WA TIEFKARE

by:
Yeung Ming Biu Yeung Him Kit, Dennis
BEERE BT
CHAIRMAN MANAGING DIRECTOR
FE EFLTE
RAEKRITEBEAFRLDF Oriental Watch Holdings Limited



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY"J-‘-',f

mEERBER

For the year ended 31st March, 2012
BE—F—_—F=ZF=+—HIFE

At 1st Apri, 2010

Exchange difference arising on
translation of foreign operations

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

Reclassffication 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
share options

Issue of new shares upon placing

Repurchase of shares

Transaction costs attrioutable to issue
and repurchase of shares

2010 final dividend paid

2011 interim dividend paid

2011 final dividend proposed

At 31st March, 2011

RZ5-ZERA-A

BEBRHHEL,
EizE

e RAR,
ATERY

HENHHESRARY
EfNRHE

ERER

EREERELE

RRERERES
ik
REEBHHRD
el
SRBEORNEREL
oA
BRE-E-TERERE
e S i
RE-T——FRERE

R2——F=f=1-H

)

3

Share Capital Asset

Share Share option  redemption  revaluation Special  Translation Retained Dividend
capital premium reserve reserve reserve reserve reserve profits reserve Total
R REEE BRERE SARERE EEEMRE  GHRE  BERE  REEN  REGE At
HK$'000 HK$ 1000 HK8'000 HK$'000 HK$'000 HK$ 1000 HK8'000 HK$'000 HK$'000 HK$ 1000
T 7T T 7T 7T 78T FET 7T T FAT
38,948 262,188 1,774 425 1,129 5,180 39,989 1,080,431 15579 1,395,643
- - - - - - 15,574 - - 15,574
- - - - 4,559 - - - - 4559
- - - - (249) - - - - (249)
- - - - - - - 219429 - 219429
- - - - 4310 - 16,574 219429 - 239,313
3,02 46,254 (1774) - - - - - - 47,506
5,000 214,000 - - - - - - - 219,000
(22) (831) - - - - - - - (853
- (6,262) - - - - - - - (6,262)
- - - - - - - - (15,579) (15,579)
- - - - - - - (14,092) - (14,09)
- - - - - - - (37,561) 37,561 -
46,951 515,349 - 425 5439 5,180 55,53 1,198,207 37,561 1,864,675
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY , R o
~ 22z 4 i AR = ==
GARRBE R ARRS
For the year ended 31st March, 2012 -
BE—E——fF= =+ —HIEE 1
Share Capital Asset
Share Share option  redemption  revaluation Special  Translation Retained Dividend
capital premium reserve reserve reserve reserve reserve profits reserve Total

B RH#EE BEEGSR AARORR
HKSO000  HKSOOD  HKSOD  HKS000
7T TAr T&r AT

REEEER  HABR  REER  REEN  RAER &it
HKS000  HKSOO0  HKSOOD  HKSO00  HKSOOO  HKSO00
7T TEr T&r TET AT T&r

Exchange difference arising on REBNEBMEEZES

translation of foreign operations £H - - - - - - 17,773 - - 17,773
Chenge In fai value of avalable-for- ~ W#HELREE 2 AFE

sale financlal assets 29 - - - - (1,101) - - - - (1,101)
Impairment loss on avalable-for-sale ~ AHEHELBEE,

financial assets HEER - - - - 249 - - - - 249
Profitfor the year Ehigf = - - - - - - 164,108 - 164,108
Total comprehensive income for FREERG

the year 5 - - - - 852 - 164108 - 1810
Recognition of share-based payment BB BER 213

expenses B - - 93,553 - - - - - - 93553
Issue of new shares upon exercise of ~ RTERREERTHRA

share options 10 34,047 (9.999) - - - - - - 24,768
Bonus issue of shares AR 9,39 - - - - - - (9,390) - -
2011 fnl dividend peid Shc me S - - - - - - - - @)
2012 iterm diidend paid BRE-T-—EhgRe - - - - - - - (i - g
2012 special dividend pald BRE-5-—EERIRE - - - - - - - (17,118) - (17,118)
2012 final dvidend proposed WE-F--ERHRE - - - - - - - (28531) 28531 -
At 31st March, 2012 RZE-—%=f=1-H 57,061 549,396 83,054 425 4,587 5,180 733% 1,290,158 28,531 2,092,228

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

RAKRTEEBR DA Oriental Watch Holdings Limited
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CONSOLIDATED STATEMENT OF CASH FLOWS

RERERER

For the year ended 31st March, 2012
BE—F—_—F=ZF=+—HIFE

Operating activities
Profit before taxation
Adjustments for:
Depreciation of property, plant and
equipment
Dividend income from available-for-
sale financial assets
Share-based payment expenses

Loss (gain) on disposal of available-
for-sale financial assets

Impairment loss recognised on
available-for-sale financial assets

Interest expense

Interest income

Loss on disposal of property, plant
and equipment

Share of results of associates

Share of results of jointly controlled
entities

Operating cash flows before
movements in working capital

(Increase) decrease in property rental
deposits

Increase in inventories

Increase in trade and other receivables

Increase in trade and other payables

Cash (used in) from operations
Income taxes paid in
Hong Kong

Other jurisdictions

Net cash (used in) from operating
activities

RS TS

B Bt A1 7

AEATIEAR
M - R
rE
AHEEERmEEL
BB A
CARSAR A3 28 2 1~ 5K
F 2
HERMEHESR
BE 2 BE (M)
At ESMEEL
E R ER R
BRI
I BHA
HEE - Ham
& 18
L NI
FEIE S EE S E R
e

B8l

B 5 N H U R FRIE AN
B 5 I H b & BRFIE AN

REXB(FFR)MEL
ZBRE

RIAT IR 35 2 Fr S At
BB

Hh R R

RaXB(Ff)MELELZ
Ha R

TP,
- L
| o :I:}‘:{.‘-'J
K

2012 2011
—E——F —ET——F
HK$°000 HK$’000
7E% FHET
216,937 272,189
35,279 23,812
- (1)
93,553 —
479 (249)

249 —
18,247 9,546
(2,758) (1,215)

5 956
(5,087) (1,241)
(2,008) —
354,896 303,797
(10,223) 1,184
(610,190) (113,747)
(56,328) (16,546)
865 67,134
(320,980) 241,822
(38,034) (14,659)
(19,039) (15,953)
(378,053) 211,210
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For the year ended 31st March, 2012
BE - —F=ZF=+—HILFE

48

RAERTHE

[E & BR 2 & Oriental Watch Holdings Limited

2012 2011
—E——F —ET——%F
HK$’000 HK$’000
AT FHET
Investing activities KEEH
Proceeds from disposal of available- HEAHEESREE
for-sale financial assets Z TS5k 7,700 33,152
Interest received B UF B 2,758 1,215
Purchase of property, plant and BEYZE - #as
equipment Bai] (135,061) (34,692)
Acquisition of a jointly controlled U b H EE I B 38
entity (21,794) —
Deposits paid for acquisition of Ui EE 2 - eS MR
property, plant and equipment ZBfEe (6,679) (10,575)
Proceeds from disposal of property, HEWE  BRREE
plant and equipment Z FT{S RIR - 82
Dividend received from available-for- —H#\ﬁ’% BEAEYE
sale financial assets W 8 — 1
Acquisition of associates Hﬁlﬁ%ﬂﬁ AT = (31,281)
Purchase of available-for-sale E%E—H HESR
financial assets BE - (1,947)
Net cash used in investing activities REXBEZREFHE (153,076) (44,045)
Financing activities BEEH
New bank loans raised FERITER 1,744,948 581,875
Proceeds from issuance of shares RITIE B AR RE R 31T AR
upon exercise of share options 19 2 FT83K18 24,768 47,505
Repayment of bank loans EERITER (1,548,160) (594,688)
Dividends paid BT B (71,797) (29,671)
Interest paid ERALE (17,374) (9,728)
Proceeds from issuance of shares F@E’EﬁﬁﬁéﬁﬂifﬁZﬁﬁ
upon placing 13T - 219,000
Transaction costs attributable to @E’Eﬂﬁgﬁﬁﬁ%ﬁﬁé{ﬁz
issuance of shares upon placing R B - (6,262)
Repurchase of shares EACIEE) = (853)
Net cash from financing activities BMEEBEEA RS
HER 132,385 207,178
Net (decrease) increase in cash and RehERBFLERZ
cash equivalents OB ) 38 hn 558 (398,744) 374,343
Cash and cash equivalents at the FNzReMEREBE
beginning of year BB 600,824 224,881
Effect of foreign exchange rate changes [EX& &) s F & 4,525 1,600
Cash and cash equivalents at the FRZBGRERES
end of year, represented by bank HE - AIRTTEBRK
balances and cash B Y AV 206,605 600,824




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, ~ %
5 & B IS FR ST AARADS

For the year ended 31st March, 2012
BE-_E——F=ZF=+—HILFE

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
interpretation (“new and revised HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA").

Amendments to HKFRSs Improvements to HKFRSs issued in
2010

HKAS 24 (as revised in 2009) Related party disclosures

Amendments to HK(IFRIC) — Int 14 Prepayments of a minimum funding
requirement

Extinguishing financial liabilities with
equity instruments

HK(FRIC) — Int 19

The application of the new and revised HKFRSs in the
current year has had no material impact on the Group’s
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.

—REH

ARB /R BREEMAL 2 EEHRR
BRAR > JHREEE AR WS
BRES - ARRBRMHNEBEEBAR
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HEMBHREAETES BB
RRBZHEER -

FE R FTR] R RIS B R M B ]R
EEA(EEVBHREER D)

RAFE  REBECEAATHES
S AE((EESTMAE )R
o2 ¥ a] R AEERTER -~ BR] 2
BOIFILRETEENHREE
all) e

BBUBREER “E-TERh BENE
(BEIA) Rz dt

BEGHENE 245 BEALEE
(R=EZNFEI)

BB(FRIC) — 2B  REAGERBAFE
F1455(BFTK)

BE(FRC) — 28  NURATAEHELRAR
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EFEZHBRBARMANE,HZE
REMBRRMBCHBESHEKE

=AY
j(/?jao

— & — Z F F 3 Annual Report 2012

49



NOTES TO THE CONSOLIDATED FINANCIAL STATEME‘NT:\ e %L(q i W
e M HRR M A AR

For the year ended 31st March, 2012 =

BE—_F——F=-f=+—HIFE '

2. APPLICATION OF NEW AND REVISED 2. ERAFTRLIETETBIER
HONG KONG FINANCIAL REPORTING HEB([EFEAMBEHREER])
STANDARDS (“HKFRSs”) (Continued) (45)

AEBYEREREANA T EMER
RERZFE] RAERTER ~ ERFIA

The Group has not early applied the following new and
revised standards, Amendments or interpretation that

have been issued but are not yet effective. R o
Amendments to HKFRSs Annual improvements to HKFRSs 2009 B RL &R BAMBREER
— 2011 cycle® (B3IR) “ZENEFECF
——FHEEE
HE’
Amendments to HKFRS 7 Disclosures — Transfers of financial BAM B RS L] BB - ¢REEL
assets' ETH(BITX) g3
Disclosures — Offsetting financial K% - BHEREER
assets and financial liabllties® SHEE’
Mandatory effective date of HKFRS 9 BAMBREENE9
and transition disclosures® 5.2 A
RBEERE
HKFRS 9 Financial instruments® EAMBRLENF R SRIAS
HKFRS 10 Consolidated financial statements® BRAMBREENZ10% SAMBRR
HKFRS 11 Joint arrangements” ERUBREENENE AATH
HKFRS 12 Disclosure of interests in other entities® EANBRLENE 2% REGHAEEER
HKFRS 13 Fair value measurement® BEMBREERE13% ATEE’
Amendments to HKAS 1 Presentation of items of other BEGHERE 1% A E2ENREE 2
comprehensive income’ (B3R 5
Amendments to HKAS 12 Deferred tax — Recovery of underlying BAGEAE 125 EERIE — WEHRHE
assets’ (BETA) BE'
HKAS 19 (as revised in 2011) Employee benefits’ BAEEAE19% EERBH’
(RZZ——F{B3T)
HKAS 27 (as revised in 2011) Separate financial statements” B EAE2TH BUBBHRE’
(R=Z——FET)
HKAS 28 (as revised in 2011) Investments in associates and joint BAQERE 285 REERRRAE
ventures® (R=F——F3) DRAIZKE?
Amendments to HKAS 32 Offsetting financial assets and financial BReHENE 2% BRECHAERER
labilties® (B3T4) af’
HK(FRIC) — Int 20 Stripping costs in the production phase BB (FRIC) — 278 BABBEERR L
of a surface mine’ £20% HRAA®

RAKRTEEBR DA Oriental Watch Holdings Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, 3

e B AR B

For the year ended 31st March, 2012
BE-_E——F=ZF=+—HILFE

2. APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

2011.
Effective for annual periods beginning on or after 1st January,
2018.
Effective for annual periods beginning on or after 1st January,
2015.
Effective for annual periods beginning on or after 1st January,
2012.
Effective for annual periods beginning on or after 1st July,
2012.
Effective for annual periods beginning on or after 1st January,
2014.

2

HKFRS 9 “Financial instruments”

HKFRS 9 issued in 2009 introduces new requirements
for the classification and measurement of financial
assets. HKFRS 9 amended in 2010 includes the
requirements for the classification and measurement of
financial liabilities and for derecognition.

Key requirements of HKFRS 9 are described as follows:

° HKFRS 9 requires all recognised financial assets
that are within the scope of HKAS 39 “Financial
instruments: Recognition and measurement” to
be subsequently measured at amortised cost or
fair value. Specifically, debt investments that are
held within a business model whose objective is to
collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at
the end of subsequent accounting periods. All
other debt investments and equity investments
are measured at their fair values at the end of
subsequent reporting periods. In addition, under
HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair
value of an equity investment (that is not held for
trading) in other comprehensive income, with only
dividend income generally recognised in profit or
loss.

o

FE R E] RASERT BB M5
SR BB BREER D)
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! RZZ——F LA BRI ZERBZF
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[EEARR AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS™ . %0
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For the year ended 31st March, 2012
BE - —F=ZF=+—HILFE

2.

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

HKFRS 9 “Financial instruments” (Continued)

The most significant effect of HKFRS 9 regarding
the classification and measurement of financial
liabilities relates to the presentation of changes
in the fair value of a financial liability (designated
as at fair value through profit or loss) attributable
to changes in the credit risk of that liability.
Specifically, under HKFRS 9, for financial liabilities
that are designated as at fair value through
profit or loss, the amount of change in the fair
value of the financial liability that is attributable
to changes in the credit risk of that liability is
presented in other comprehensive income, unless
the recognition of the effects of changes in the
liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch
in profit or loss. Changes in fair value attributable
to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Under
HKAS 39, the entire amount of the change in the
fair value of the financial liability designated as at
fair value through profit or loss was presented in
profit or loss.

The directors of the Company anticipate that HKFRS
9 will be adopted in the Group’s consolidated financial
statements for its annual period beginning 1st April,
2015. The directors are in the process of assessing the
impact on application of HKFRS 9 and the directors
anticipate that these amendments to HKFRS 9 will
have an impact on classification and measurement of
the Group’s available-for-sale financial assets but not
on financial liabilities.

RAEKRITEBEAFRLDF Oriental Watch Holdings Limited
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL R