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CHAIRMAN’S STATEMENT AND MANAGEMENT DISCUSSION AND ANALYSIS

TRBEREEBARR DM

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”), | hereby present the audited
consolidated results of the Group for the year ended 31st
March, 2017 (the “Year”).

Over the past year, both mainland China and Hong Kong
continued to experience a slowdown in luxury goods
spending, with economic uncertainty dampening consumer
confidence. Yet, the Group saw a good sign of recovery
in late 2016 followed by a positive growth in luxury good
sales and improvement in both local consumption and
tourist arrivals. As a result, the Group’s turnover for the
Year slightly increased by 3.6% to HK$3,142 million (2016:
HK$3,032 million). Gross profit increased by 4.5% to
HK$508 million (2016: HK$486 million) while gross profit
margin remained stable. Moreover, the Group recorded a
net profit attributable to owners of the Company of HK$16.4
million during the Year (2016: net loss attributable to owners
of the Company of HK$15.5 million), achieving a turnaround
in this financial year. It is mainly due to (1) the improvement
in China’s watch retail market; (2) success in changing
product mix and (3) decrease in rental payment of some
shops in Hong Kong during the year.

To show our appreciation for shareholders’ continuous
support, the Board has resolved to recommend a final
dividend of 0.4 HK cent per share (2016: 0.25 HK cents)
and a special dividend of 3.0 HK cents (2016: Nil) per share
for the year ended 31st March, 2017.
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CHAIRMAN’S STATEMENT AND MANAGEMENT DISCUSSION AND ANALYSIS

ITRBEREEBARR DM

Business Review

As at 31st March, 2017, the Group operates 64 retail and
wholesale points (including associate retail stores) in the
Greater China region. Breakdown by geographic region is as
follows:

Hong Kong &
Macau SH Y
China rh
Taiwan L 38
Total 4=t

According to the National Bureau of Statistics of China, the
country’s gross domestic product (“GDP”) growth rate has
sustained at a stable level of 6.9% for the past year, meeting
the market expectation. At the same time, comparing to the
same period last year, the accumulated national-wide per
capital income in the fourth quarter of 2016 has increased
by 6.8%, which is better than the market expectation.
The continuous increase in disposable income stimulated
China’s retail market in general, and factors such as curb
on overseas purchases and weaker Chinese currency also
drove stronger sentiment in luxury spending, offsetting the
long-term impact of anti-corruptions campaign in the past
years. As a results, the Group’s same-store-sales growth in
China has also achieved a 29% increase during the Year.
On the other hand, Hong Kong’s retail market has also been
slowly recovering. Although the luxury goods purchases
remained lacklustre during the year, we saw a moderate
year-on-year growth in retail sales in March 2017, driven by
the recovery of visitor arrivals and the gradually improved
spending appetite among local consumers. According to
the monthly report on visitor arrival statistics by the Hong
Kong Tourism Board, the number of Mainland tourists
visiting Hong Kong from January to March 2017 increased
by 3.8% when compared to the same period last year, and
the Hong Kong consumer confidence picked up gradually

Oriental Watch Holdings Limited
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CHAIRMAN’S STATEMENT AND MANAGEMENT DISCUSSION AND ANALYSIS

TRBEREEBARR DM

and remained steady at an index of 93 in the fourth quarter
of 2016, according to the latest Nielsen Global Survey of
Consumer Confidence. Furthermore, the stabilizing sales
performance along with rent adjustment have also become
one of the key drivers for Hong Kong retailers this year,
which provided greater improvement in profitability with
less rent burden suffered compared to the past few years.
Oriental Watch, as a traditional luxury watches company
with extensive foothold in Hong Kong and Greater China,
will therefore, closely monitor the market trends and seize
any market opportunity by proactively restructuring its
product portfolio, implementing strict cost control measures
and enhancing operating efficiency in order to maintain
sustainability and to achieve better profitability in the long
run.

For the implementation of stringent cost control, lowering
high rental cost has been the Group’s priorities since 2014.
The Group believed that positive outcomes have been
gradually reflecting. During the Year, the Group’s aggregate
rental cost (excluding related property management fees)
decreased by 5.7% to HK$214 million, accounting for
42.3% of the Group’s overall operating expenses (2016:
42.1%). Over the past year, the Group has been actively
negotiating better rental rate for the lease renewal and
has successfully lowered certain amount of rental cost.
Although the favourable financial impact has not yet been
fully reflected in the fiscal year, the Group believed that with
its continuous negotiation with landlords for the remaining
leasing contracts, it will continue to be benefited from the
rental reduction in the coming year. In addition, regular
internal assessment on the performance of all retail stores
and closedown of high-rent yet non-performing stores are
also the Group’s major cost-cut measures. During the Year,
the Group has closed down 1 store in Hong Kong, as well
as selling our Macau business to achieve better resources
allocation. The Group will continue to closely monitor the
store performance and its efficiency and hope the above
measures together with the rent adjustments can improve
profitability of each store in the forthcoming years.
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CHAIRMAN’S STATEMENT AND MANAGEMENT DISCUSSION AND ANALYSIS

TREEEREEBTRR DA

During the Year, the Group has employed policies on
inventory management to ensure stable cashflow and
healthy financial position. Policies included monitoring
inventory level of high-ticket products and purchasing stocks
only when existing inventory depletes to a pre-agreed level.
With the hard work and determination from all staff, the
Group’s inventory level has successfully been maintained
at a reasonable level. As at 31st March 2017, the Group’s
overall inventory level amounted to HK$1,276 million,
decreasing by 18.7% from HK$1,570 million 2015/16. In the
coming financial year, the Group will continue to maintain
a steady inventory level for a better cash position and a
sustainable business development in the future.

In terms of the overall Swiss watch exports value market
in March 2017, the China watch market remained stable;
while Hong Kong’s export value has been showing signs
of recovery for some time, ended 25 months of a steep
decline in March to record a year-on-year rise of 18.1% in
the month, which is good news to the market and to the
Group. Propelling forward, the Group will strive in cautiously
controlling all costs and expenses, aiming to adjust products
portfolio and carefully monitor the inventory level. We believe
2017 is off to a better start supported by a further improved
economic outlook in Hong Kong, rebound in the number of
mainland tourists as well as the growing middle class, rising
incomes and rapid urbanization in China. As an experienced
luxury watch retailer in the industry, Oriental Watch is ready
to face the upcoming adversity, and at the same time,
to embrace different opportunities ahead and strive to
maximize returns for our shareholders.

On behalf of the Group, we would like to thank our

customers, suppliers, staff and shareholders for their
contribution, loyalty and unfailing support.

Oriental Watch Holdings Limited
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FINANCIAL REVIEW

Liquidity and financial resources

At 31st March, 2017, the Group’s total equity reached
HK$2,147 million, compared with HK$2,158 million as
at 31st March, 2016. The Group had net current assets
of HK$1,855 million, including bank and cash balances
of HK$645 million as at 31st March, 2017 compared
with balances of HK$1,783 million and HK$404 million
respectively as at 31st March, 2016. At 31st March, 2017,
bank loans of HK$111 million (31st March, 2016: HK$217
million). At 31st March, 2017, the gearing ratio (defined as
total bank borrowing on total equity) was 0.05 (31st March,
2016: 0.1).

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.

HUMAN RESOURCES

As at 31st March, 2017, our Group employed approximately
620 employees all over HK, Macau, China and Taiwan, of
which approximately 62% were located in Mainland China.
The total manpower is lower than previous year.
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CHAIRMAN’S STATEMENT AND MANAGEMENT DISCUSSION AND ANALYSIS
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The Group’s compensation packages, includes basic
salary, commission, annual bonus, medical insurance, and
other common benéefits. It is structured by reference to the
marketplace and individual merits, and is reviewed on an
annual basis based on the Group’s policy’s performance
system and objective specification performance appraisal.

The Group believes every customer does have high
expectations on the services they obtained while shopping
for luxury goods. Thus, we must always try to provide
services beyond their expectations. As such, significant
resources have been allocated to the Staff Training and
Development.

In financial year 2016/17, the Group developed a series of
training programmes for our senior executives with diverse
topics ranging from leadership, personal development and
effectiveness, task and team management. Through these
programmes, enable our staff to improve their management
skills and help to bring in innovative ideas to the organization
as a whole.

The Group have also commissioned an independent
consulting firm to conduct a continuous “Mystery Shoppers
Programme (MSP)”. This programme has helped 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 areas for improvements. The
management team has used these results to tailor-made

training programme to specific shop and individual level.
All these efforts align with the company’s philosophy of

providing “Service Excellence” to customer. Hopefully these
measures will help propel the company’s business forward.
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DIRECTORS AND SENIOR MANAGEMENT

EERSREERE

EXECUTIVE DIRECTORS:

Dr. YEUNG Ming Biu, aged 81, the Chairman of the
Company, is a Co-founder of the Group. He has over 60
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 Fellow
awarded by The Chinese University of Hong Kong and
Honorary Doctor degree awarded by Lansbridge University
of New Brunswick of Canada.

Mr. YEUNG Him Kit, Dennis, aged 48, 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 Dr. Yeung Ming Biu.

Mr. FUNG Kwong Yiu (resigned on 31st December,
2016), aged 73, joined the Group in 1974 and has over 50
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 55, 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 Dr. Yeung Ming Biu.

Mr. LAM Hing Lun, Alain, aged 58, 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 30
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 62, joined the Group in 1969.

He became Director of the Company in April 2003 and has
over 48 years’ experience in the watch business.
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DIRECTORS AND SENIOR MANAGEMENT

EEREREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Dr. SUN Ping Hsu, Samson (“Dr. Sun”), M.B.E., J.P.,
aged 92, 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 60 years’ experience in the manufacturing, marketing
and distribution of watches, and 30 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 62, has over
40 years’ experience in the manufacturing business. He is
a Member of the National Committee of Chinese People’s
Political Consultative Conference, the President of Hong
Kong Economic & Trade Association and the President of
The Chinese Manufacturers’ Association of Hong Kong. Dr.
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). All companies listed on The Stock
Exchange of Hong Kong Limited.

Oriental Watch Holdings Limited
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DIRECTORS AND SENIOR MANAGEMENT

EERSREERE

Mr. CHOI Man Chau, Michael (“Mr. Choi”), aged 61, is a
Fellow Member of the Institute of Chartered Accountants in
England and Wales and the Hong Kong Institute of Certified
Public Accountants. Mr. Choi has been practising public
accountancy in Hong Kong for over 24 years. Mr. Choi was
formerly an Independent Non-executive Director of Hunan
Nonferrous Metals Corporation Limited (stock code: 2626)
which was listed on the Main Board of the Stock Exchange
until its voluntary withdrawal of listing in March 2015.

SENIOR MANAGEMENT

Mr. SZE Yuk Woo, aged 66, is the General Manager
overseeing the Group’s general operation in the PRC. He
joined the Group in 1997 and has over 47 years’ experience
in the watch business.

Mr. YEUNG Chi On, aged 57, is the General Manager
overseeing the retail operation in Hong Kong. He joined the
Group in 1980 and has over 35 years’ experience in the
watch business.

Mr. LAM Tung Hing, aged 59, is the General Manager and
overseeing the retail operation in Hong Kong. He joined the
Group in 2003 and has over 37 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 practices are fundamental
to enhancing shareholder value and safe guarding interests
of shareholders and other stakeholders. The Company has
accordingly adopted good corporate governance principles
that emphasize a quality board of Directors (“the Board”),
effective risk management and 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, 2017, the Company
has complied with the code provisions prescribed in the CG
Code set out in the Appendix 14 of 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.

Oriental Watch Holdings Limited

ARBIREBMNEEERTE R
REEEREERIEEMNGABEE RS
MRE  FB N EZRUERRSNLE
BORKF o Bt RRAREZHRMRFHE
XeERrRA A REZAE-—EEFNESS
TE=xg]) ARNEREEMABPE
7 BROREER  ARYMAANEE
BENSRHEMBEN - I RRFAR
BB NMRZEER  BESHNEEX
1k o

AEERFEANEXERRAIEERA —
BEEFNESFTS  E2OREE UK
BATA N RAREEREREMER M -

BHE_T—tF=—A=t—HILFERN"
ARB—ENE LTRAM S+ HAEE
EE0a ST RISIE 2 57 RIERSC - T XX
[B E 7% P A8 2L 1 B <7 RIUMER ST A4 1 BR O o

EECEHFRS

AT E R L TR RI R+ 578 2 120
SO EAREBEITERRBIRTT
AITFBI)) - EAZRE LB TSR
% AARERZEESASOBEEER
— B TR R -

RAXRTEBEBRQA



CORPORATE GOVERANCE REPORT
LEEABE

THE BOARD
Corporate Strategy

The primary objective of the Company is to enhance long-
term total return for our shareholders. To achieve this
objective, the Group’s strategy is to place equal emphasis
on achieving sustainable recurring earning growth and
maintaining the Group’s strong financial profile. Management
Discussion and Analysis contain discussion and analyses of
the Group’s performance and the basis on which the Group
generates or preserves value over the longer term and
the basis on which the Group will execute its strategy for
delivering the Group’s objective.

Role of the Board

The Board, which is accountable to shareholders for long-
term performance of the Company, is responsible for
directing the strategic objectives of the Company and
overseeing the management of the business. Directors
are charged with the task of promoting the success of the
Company and making decision in the best interest of the
Company

The Board, led by the Chairman, Dr. 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 and
Deputy Chairman.
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Board Composition

At 31 March, 2017, the Board comprised eight Directors,
including the Chairman, Group Managing Director, Group
Finance Director, two 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 9 to 11. 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 and Deputy Chairman. 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.

Oriental Watch Holdings Limited
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The Group Managing Director and Deputy Chairman, 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 and Deputy Chairman 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 and
Deputy Chairman 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 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.
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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 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.
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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.

During the year ended 31 March, 2017, meetings and

Directors attendance records for the meetings held are set
out below:

HITEF

Executive Directors

Dr. Yeung Ming Biu (7) — Chairman

Mr. Yeung Him Kit, Dennis (7) BOTH IR A (1)
— Group Managing Director — FE[F & F AT

Mr. Fung Kwong Yiu BEREE(N_F

(retired on 31 December, 2016)

Madam Yeung Man Yee, Shirley (7) BEEZ (1)

Mr. Lam Hing Lun, Alain REE B 5T A

- Group Finance Director —EFBFES
Mr. Choi Kwok Yum EE;KELE
Independent Non-Executive Directors B 3F#77E %
Dr. Sun Ping Hsu, Samson BRREEH L
Dr. Li Sau Hung, Eddy F=HEELT
Mr. Choi Man Chau, Michael UM A&

Notes:

(1)  Dr. Yeung Ming Biu is the father of Mr. Yeung Him Kit, Dennis and
Madam Yeung Man Yee, Shirley.
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Training and Commitment

The Company provides Continuous Professional
Development (“CPD”) training and relevant reading materials
to Directors to help ensure that they are apprised of the
latest changes in the commercial, legal and regulatory
environment in which the Group conducts its business
and to refresh their knowledge and skills on the roles,
functions and as director of the Company. In addition, Dr.
Sun Ping Hsu, Samson, Dr. Li Sau Hung, Eddy and Lam
Hing Lun, Alain attend external forums or brief sessions
(including delivery speeches by Mr. Lam Hing Lun, Alain) on
the relevant tropics. Mr. Choi Man Chau, Michael has also
participated in CPD programs required by The Hong Kong
Institute of Certified Public Accountants.

The directors have provided to the Company with details of
the CPD training undertaken by them from time to time.

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.

Oriental Watch Holdings Limited
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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.

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.

The appointment and removal of the Company Secretary is
subject to Board approval in accordance with the Bye-laws
of the Company. Whist the Company Secretary reports to
the Board through the Chairman and the Group Managing
Director, all members 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.
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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 58 to 63 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.

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.
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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 Touche Tohmatsu
(“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:

RIFELBEEEHR  EERRAKEEAR
RABREANRAREELE  WRAK
BREAMBRBUBHREBRE -

B

Exansty e MERT GstmT([1E
HEHEEMBEBZZEER - BB
REBRME - WFEREZENEERRABSF
RE LERERERRRZINEZEE

RAFBEREA - RERME 2 REMAE
Atz HEMEmT

HK$’000

FET

Audit =it 2,780
Taxation and non-audit services % K IEE AT RS 536
3,316
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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, 2017, 4 meetings were
held. The attendance records for the audit committee
meetings are set out below:

EEZET
BEREES

BEZZEEHERBUIFNITESMEN
WEDEETHRU BRI LRAREZASE
ZBEBFEMBEELRERT] - B
ZECHARBELEEIIR  KERF
FHEH L MEMNEAE -

BEEZZEGRESHE E%LEE
ZBEBFBERANRNE EEINEZEA 2
R BHAEE 2T XS THXRE
HEFHBRE  EREATHEFTRA
MEZETHER - A AEE A BB
B TIEEHS - MREMEK ERRESH
ERNERBEOEAENAMER - A RETT
5% -

I3

X
Il

0

EREMRACERZECRELECDE
FNASRE UL o

RBE_Z—+tF=ZA=+—RHILFE
A BRREGRTTHREH - FXE
BegdchFEREHEINmT

Directors’
Attendance
EEHER

Members of the Audit Committee ERZEEMA
Dr. Sun Ping Hsu, Samson BERBIEL 4/4
Dr. Li Sau Hung, Eddy FHEHLT 4/4
Mr. Choi Man Chau, Michael ESUM A 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:

° 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.

° 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.
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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.

o 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.

e  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.

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.
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Remuneration Committee

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

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

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

During the financial year ended 31 March, 2017, 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 director fees for year ended 31 March 2018,
year-end bonus and remuneration packages of Executive
Directors and senior management of the Company for the
year ended 31 March, 2017 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.
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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 31 March, 2017,
no nomination meeting has held.

GROUP RISK MANAGEMENT, INTERNAL
CONTROL AND CORPORATE GOVERNANCE

Role of the Board

The Board has overall responsibility for the Group’s system
of risk management, internal control and legal and regulatory
compliance.

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.
The Board also evaluates and determines the nature and
extent of the risks that the Company is willing to accept in
pursuit of the Group’s strategic and business objectives. It
is also review and monitors the effectiveness of the systems
of risk management and internal control on an ongoing
basis. 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.

On behalf of the Board, the Audit Committee reviews
regularly the corporate governance structure and practices
within the Group and monitors compliance fulfillment on an
ongoing basis.
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Risk Management

The Group adopts an Enterprise Risk Management
(ERM) framework which is consistent with the COSO (the
Committee of Sponsoring Organization of the Treadway
Commission) framework. The framework facilities systemic
approach to the management of risks within the Group,
coupled with a strong internal control environment, enabling
the Group effectively manage of risks it faces, be they
strategic, financial, operational or compliance. The main
features of the risk management and internal control
systems are to provide a clear governance structure, policies
and procedures, as well as reporting mechanism to facilitate
the Group to manage it risks across business operations.

The Group has established a risk management framework,
which consists of the Board of Directors, the Audit
Committee and the Risk Management Taskforce. The
Board of Directors determines the nature and extent of
risks that shall be taken in achieving the Group’s strategic
objectives, and has the overall responsibility for monitoring
the design, implementation and the overall effectiveness of
risk management and internal control systems.

The Group has formulated and adopted Risk Management
Policy in providing direction in identifying, evaluating and
managing significant risks. At least on an annual basis,
the Risk Management Taskforce identifies risks that would
adversely affect the achievement of the Group’s objectives,
and assesses and prioritizes the identified risks according
to a set of standard criteria. Risk mitigation plans and risk
owners are then established for those risks considered to
be significant.

In addition, the Group has established an internal audit
function to assist the Board of Directors and the Audit
Committee in ongoing monitoring of the risk management
and internal control systems of the Group. Deficiencies
in the design and implementation of internal controls
are identified and recommendations are proposed for
improvement. Significant internal control deficiencies are
reported to the Audit Committee and the Board of Directors
on a timely basis to ensure prompt remediation actions are
taken.
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The Group Managing Director and Deputy Chairman 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 including
Directors Liability Insurance to protect Directors of the
Group against potential legal liabilities.

Risk management report is submitted to the Audit
Committee and the Board of Directors at least once a
year and internal control report is submitted half-a-year.
The Board of Directors had performed annual review on
the effectiveness of the Group’s risk management and
internal control systems, including but not limited to the
Group’s ability to cope with its business transformation
and changing external environment; the scope and quality
of management’s review on risk management and internal
control systems; result of internal audit work; the extent and
frequency of communication with the Board of Directors
in relation to result of risk and internal control review;
significant failures or weaknesses identified and their related
implications; and status of compliance with the Listing
Rules. The Board of Directors considers the Group’s risk
management and internal control systems are effective.

The risk management and internal control systems are
designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss.
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Procedures and internal controls for the handling and
dissemination of inside information

The Group complies with requirements of Securities &
Futures Ordinance (“SFO”) and the Listing Rules. The
Group discloses inside information to the public as soon
as reasonably practicable unless the information falls within
any of the Safe Harbours as provided in the SFO. Before
the information is fully disclosed to the public, the Group
ensures the information is kept strictly confidential. If the
Group believes that the necessary degree of confidentiality
cannot be maintained or that confidentiality may have
been breached, the Group would immediately disclose the
information to the public. The Group is committed to ensure
that information contained in announcements are not false
or misleading as to a material fact, or false or misleading
through the omission of a material fact in view of presenting
information in a clear and balanced way, which requires
equal disclosure of both positive and negative facts.

Internal Control Environment and Systems

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

The Audit Committee has reviewed the compliance status
and is satisfied that the Company has complied throughout
the year with all the code provisions of the CG Code
applicable during the year except for the deviation from
the Code Provision A.4.1 that is explained in the previous
relevant paragraph.
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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, 2017 covering all
material financial, operational and compliance controls
and risk management functions, and is satisfied that such
system are effective and adequate. In the view of the Board,
the system of internal control of the Group is sufficient to
safeguard the interest of the Group.

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 are 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.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RE - HERERESE

In accordance with Appendix 27 — Environmental, Social
and Governance Reporting Guide of the Main Board Listing
Rules issued by the Hong Kong Stock Exchange, Oriental
Watch Holdings Limited (the “Company”, “We”, and “Our”)
presents this Environmental, Social and Governance (“ESG”)
Report for the year ended 31 March 2017 (“Reporting
Period”).

This report serves the purposes of introducing the
Company’s ESG policies of its sales of watches business in
Hong Kong, Taiwan, Macau and Mainland China.

To determine the materiality and identify material ESG
issues, we have engaged and discussed with various
management personnel and other internal key stakeholders.
The summary of material ESG issues of the Company is
listed below:

BIBEE ﬁﬁiﬁﬁﬁﬁfﬁZIT&t?ﬁﬁE'JWﬁ
—t+t- g kERAHREIES
RARIMT @ﬁﬁﬁ AT A R[3K
MDEMREEEZ " ZTE—+tF=A=1+—
HEFE(E®|RHBDZERE 2 hESR
(TESG])#E -

ABEEEENBARRNEE  8F R

P9 e R B K P S5 B 8 R 56 7% 2 ESG UK

AETEEUN S PEBESGHE - B
%&**TH%@A%&%@W%BI;:%*A
LENFH o  ARAICEZESGEHEME
;T

A. Environmental A1 Emissions

Greenhouse gases and wastes

RIR Y BERBRERED
A2 Use of Resources Electricity consumption
Use of papers and packaging materials
£ R AR SR R B i Y
A8 The Environment and Natural External lighting
Resources P oNE
RIERANER Renovation work
KIETR
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B. Social B1 Employment
Employment and EE
Labour Practices
HEEBREIER

Recruitment and promotion
BEREF

Compensation

e

Dismissal

e

Equal opportunity, diversity, anti-
discrimination

FE#E  Zub - RER
Working hours, rest periods, and other
benefits and welfare

TERFEN - REAA R HE A8 K AE 7

B2 Health and Safety

Workplace health and safety

ey e TESMiERERL S
B3 Development and Training Training and development
R RIFH| ol K 3 R
B4 Labour Standards Anti-child and forced labour
L TR By 1- 2 T K585 T
B5 Supply Chain Management Supplier practices
RIERE HIER1E I
B6 Product Responsibility Product responsibility
EmEE EmEE
Data privacy
BEILR

B7 Anti-corruption

Anti-corruption and money laundering

KRE)T brlEE S REEREE
B8 Community Investment Social responsibility
HEBRE 7o ga
A) Environment A) RIE

The Company exerts its best efforts in protecting the
environment from its business activities and workplace.
The Company is committed to promoting a “green”
environment by introducing environmentally friendly
business practices and educating its employees to
raise their awareness on environmental protection.
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Multiple measures have been adopted to reduce
energy and other resource use, minimize waste,
increase recycling and promote environmentally
friendly practices in its supply chain and retail network
operations.

To support environmental protection initiatives,
the Company strictly adheres to all applicable
environmental laws and regulations. During the
Reporting Period, the Company did not identify any
non-compliance cases against environmental laws and
regulations.

A1 Emissions
Greenhouse gases and wastes

Since the Company’s major business is luxury watches
retailing in different geographical areas in the Greater
China region, the Company has no industrial production
or any factory facilities. Therefore, there were no direct
air emissions and sewage discharge to the environment
during the year. There were only indirect greenhouse
gas emissions arising from electricity usage of the
offices and retail stores for computer systems, air
conditioning and lighting, for which we have in place
various energy saving initiatives as described in section
A2 Use of Resources below.

Owing to the Company’s retail business nature, no
hazardous wastes have been produced during the year.
The non-hazardous wastes generated from its retail
activities were mainly papers used for administrative
work and packaging paper bags for retail customers.
We encourage our staff to reduce waste at source, as
well as reuse and recycle if possible.

A2 Use of Resources
Electricity consumption
To minimize energy consumption in its retail outlets

and offices, the Company advocates the efficient
use of energy by adopting green technologies and

Oriental Watch Holdings Limited
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close monitoring on operations. As a retailer of luxury
watches, the most significant use of energy is from
the electricity consumption in retail outlets for air
conditioning and lighting. The Company monitors
technology advancements in lighting systems and
upgrades the systems accordingly so as to increase
overall operating efficiency. For instances, the
Company has replaced many of the traditional light
bulbs with LED ones, which are more energy efficient.
In addition, the Company measures and records the
energy consumption on an on-going basis to analyse
its energy consumption efficiency.

Use of papers and packaging materials

The Company aims at creating a paperless
working environment through increasing the use of
internet system gradually. On one hand, it reduces
environmental damage; on the other hand, it also fits
commercial goals, as this can save office space used
for storing hardcopies and facilitate efficient information
sharing via IT networks. Furthermore, double-sided
printing and copying has become compulsory in
the Company except for special circumstances with
approval obtained. Only used papers can be used
as draft paper by staff. Collection boxes have been
put in place to collect single-side used papers for
reuse and other scrap papers for recycling. These
can help reduce paper consumption and save costs
substantially. To monitor the paper usage efficiency,
consumption records of paper and printing have been
regularly collected, assessed and monitored.

As for packaging bags distributed to customers, all of
them are made of Forest Stewardship Council (“FSC”)
accredited papers which are more environmentally
friendly. Furthermore, the packaging bags are designed
to fit the product size in order to avoid excessive
packaging. Packaging bags will only be distributed
upon customers’ request.
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A3 The Environment and Natural Resources

As most of its retail stores are situated at central
business areas, the Company endeavours to minimise
its impacts on the environment by identifying,
assessing and managing environment impacts resulting
from its various operational activities regularly. For
any significant impacts identified, the Company will
immediately formulate and execute the corresponding
mitigation measures and monitor its effectiveness
continuously to ensure the impacts have been resolved.

External lighting

As a luxury watch retailer, the Company relies on
stand out advertising signs to attract customers, which
may create certain level of light. In view of that, the
Company has signed up to the “Charter on External
Lighting” launched by the Environment Bureau such
that all advertising signs of the retails stores will
be switched off between 11p.m. and 7a.m. on the
following day.

Renovation work

Renovation work is carried out regularly to ensure our
retail shops offer pleasant environment to customers
and increasing our bargaining power when negotiating
rental terms with landlords. As such, noise and dust
will be resulted from the renovation work and thus
affecting the neighbourhood. Although all renovation
work are outsourced to third party contractors which
the Company has no direct control, we require our
contractors to execute all possible measures in
mitigating the negative impacts on the neighbourhood,
for example, requiring renovation work to be carried out
at non-peak hours, installing barriers to prevent dust
from spreading out, etc.

Social
B1 Employment

Considering human resources as the utmost important
assets of the Company, the Company has established

Oriental Watch Holdings Limited
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employment policies and guidelines that are compliant
with the local employment laws in Hong Kong, Taiwan,
Macau and Mainland China.

Recruitment and promotion

The Company hires and promotes staff who share and
support the Company’s missions, values and work
ethics. The Company treasures those who demonstrate
diligence, initiative, responsibility and integrity. Hiring
and promotion are based on performance and merit.

Compensation

The Company’s staff remuneration and other fringe
benefits are referenced against local industrial
averages. Experience and qualifications are also taken
into account. Key performance indices, depending on
staff position, have been adopted to measure staff
performance in determining staff salary packages.

Dismissal

Dismissal is considered for underperformance,
misconduct and/or fraud. All dismissal cases will be
carried out in accordance with the Employment Laws in
Hong Kong, Taiwan, Macau and Mainland China.

Equal opportunity, diversity, anti-discrimination

The Company is an equal opportunities employer. The
Company emphasizes human capital diversity, and
is against any kind of discrimination. The Company
ensures equal opportunities in all of its human
resources policies and processes, regardless of gender,
pregnancy, marital status, disability, family status, and
race.
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Working hours, rest periods, and other benefits and
welfare

Working hours, rest periods and other benefits and
welfare are determined with reference to local industrial
averages. Experience, qualification and seniority are
taken into account as well.

During the Reporting Period, the Company did
not identify any non-compliance cases against
employment-related laws and regulations.

B2 Health and Safety
Workplace health and safety

The Company is committed to providing a safe, healthy,
pleasant and efficient work environment for its staff.
In order to ensure the work environment is healthy
and safe, various administrative measures such as
workplace safety posters, training courses and practical
guidelines have been implemented to communicate
such concept to all staff in its extensive retail network.
Regardless of seriousness and locations, all cases of
injury are required to be reported to the head office
for further assessment under the internal policies and
procedures so as to ensure proper handling of the
cases and execution of preventive measures.

As a responsible employer, all staff are entitled
to benefits including Company’s medical and life
insurance as well as other competitive fringe benefits.

During the Reporting Period, the Company did not

identify any non-compliance cases against workplace
health and safety-related laws and regulations.
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B3 Development and Training
Training and development

The Company values human resources as crucial
assets to the success of its business. Therefore, the
Company has developed a comprehensive training
program consisting of product knowledge, service
and selling skills, complaints handling techniques
and managerial competences. These trainings are
provided for different levels of staff based on their job
responsibilities.

The Company offers induction training courses for
communicating corporate values, service standards and
code of conducts to new joiners. In addition, leadership
programme organized by external professional
institutions have been provided to management
personnel so as to equip them with proper professional
management skills. Furthermore, the Company
has engaged external service providers to perform
independent evaluation on the performance of frontline
staff. It helps identify potential improvement areas to
enhance our service quality.

B4 Labour Standards

Anti-child and forced labour

All of the Company’s offices and retail stores strictly
comply with the local law’s requirements, with no
tolerance on child and forced labour.

During the Reporting Period, the Company did not
identify any non-compliance cases against child and
forced labour-related laws and regulations.

B5 Supply Chain Management

Supplier practices

Since its establishment in 1961, the Company has
established and maintained strong relationships with
various well-known luxury European watch brands.

Having participated in the watch manufacturing industry
for decades, many of these brands are accredited for
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their supreme quality and excellent craftsmanship.
Furthermore, their products are required to comply with
high production standards and pass through various
testing procedures to ensure quality. These allow the
Company to cater watches of the best quality to retail
customers.

B6 Product Responsibility
Product responsibility

Being one of the largest watch retailers in Hong Kong,
the Company has joined the “Hong Kong Q-Mark
Scheme” of the Hong Kong Q-Mark Council to attest
the quality of its products and services. To achieve high
product and service quality, the Company only imports
watches from manufacturers who use environmentally
friendly and safe raw materials for production. This
ensures the products we sell to our customers are
safe. Moreover, the Company uses marketing materials
provided by the suppliers to ensure consistency
between actual product specification and information
on the marketing materials. It guarantees compliance
with the Trade Description Ordinance in Hong Kong,
Advertisement Laws in Mainland China, Commercial
Code in Macau and Consumer Protection Act in
Taiwan.

The Company’s retail shops are all located at prime
locations to allow customers to enjoy convenient
and comfortable shopping experience. The Company
has established a special designed VIP lounge at the
flagship store to provide a private, nice and leisure
environment for customers to exchange professional
knowledge and insights of timepieces with our staff.
Our professional sales team are well-trained and strike
to provide comprehensive and knowledgeable advices
accompanied with sincere and premium after-sale
services to each customer.

Customer feedbacks can be communicated through
designated customer service hotline, email address,
and also other channels such as social media
platforms. Reports of enquiries and complaints are
recorded and reviewed regularly by the management
team for improvements on products and services.
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With our persistent sincerity and valuable relationship
with customers, the Company has been awarded the
“Service Industry Leader — Silver Award” by Hong Kong
Retail Management Association.

Data privacy

The Company respects the data privacy of our
prestigious customers, partners and staff. It strives to
protect the privacy in the collection, processing and
use of personal data. The Company strictly follows the
data protection regulations in Hong Kong, Mainland
China, Macau and Taiwan. Furthermore, the Company
has deployed appropriate technical measures in place,
such as firewall and anti-virus software, to protect
personal data against unauthorized use or access. The
Company guarantees that customers’ personal data
are securely kept and processed only for the purpose
for which it has been collected.

During the Reporting Period, the Company did not
identify any non-compliance cases against product and
data privacy-related laws and regulations.

B7 Anti-corruption
Anti-corruption and money laundering

The Company believes that honesty, integrity and
fairness are of vital importance to its business
operations. The Company has incorporated a strict
Code of Conduct in its staff manual for all employees
with provisions prohibiting solicitation and acceptance
of advantages that breaches would result in disciplinary
action. Regular declaration of interest are compulsory
for certain staff depending on grades and positions.
Reminders are sent to employees regularly and they
are also required to notify business partners, suppliers
and contractors of the policy. Employees have been
given induction briefing organized by the Company or
seminars on anti-corruption regularly organised by the
Independent Commission Against Corruption of the
Government of the Hong Kong Special Administrative
Region. The Company also maintains a set of
whistle-blowing procedures and regularly reviews the
effectiveness of its internal control systems.
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During the Reporting Period, the Company did not
identify any non-compliance cases against any bribery,
extortion, fraud and money laundering related laws and
regulations.

B8 Community Investment
Social responsibility

The Company demonstrates its care for society by
giving back to the community. We are committed
to enhancing the community’s well-being and social
services. The Company as a whole, as well as individual
senior management personnel have been actively
donating to various charity organizations. On one hand,
it provides funding to support charity activities. On
the other, it motivates staff to join this kind of charity
activities, thereby magnifying the effect.

In 2015, the Company sponsored the first local-
produced English wildlife programme - “Adventures
To The Edge”, a TV programme hosted on TVB Pearl
about climate change and eco-protection produced
by famous producer Sean Lee-Davies. It films some
of the planet’s most endangered animals and natural
attractions. In 2016, the Company continued its
support by sponsoring the new season of “Adventures
To The Edge 27, which provides greater insight into
the threats our environment and the endangered
species are facing. By supporting this TV programme,
the Company aims at raising public concerns and
awareness of environmental protection.

Oriental Watch Holdings Limited

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BB - HERERBHRE

REHRBA - KRR W EERERA
ERR  BR - BFFRARERREA
REIERZIBER

B8#H ERE

AARBBRGELR  RRIAHHS
ZEE - MPBDET A E R Rt
SR - NRATEBEIALER SR
ERAE-—HRIAEEEREGR
Be ARB - HTEHLEXRHEAER
B —STEEHEIZENAREL
B KM °

R-ZE—O%F ARARENHEELNL
SUEZ RXF M B [HIRA B4 | -
ZERHANBERLERPAKRSER
MEREFEABALEE AEAH
RIRBERAERRE  EREEN
REMoAEBEZREBYMEEA
TR -MNIT—RF - ARAHEEX
o BB —wIRkegs2l 0 8
PERRAMRIRRE LA EYRER
B@E BBXFULERMAE - K
NREHESERARYRRZEE - 1=
HRBZRREH -

RAXRTEBEBRQA



DIRECTORS' REPORT
EEEHRE

The directors present their annual report and the audited
consolidated financial statements for the year ended 31st
March, 2017.

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 31 to the
consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year are set out in
the consolidated statement of profit or loss and other
comprehensive income on page 64 to 65.

An interim dividend of 0.2 Hong Kong cents per share was
declared and paid to the shareholders during the year.
A final dividend of 0.4 Hong Kong cents per share and a
special dividend of 3.0 Hong Kong cents per share being
proposed by the directors are subject to approval by the
shareholders in the forthcoming annual general meeting.

RESERVES

As at 31st March, 2017, the Company’s reserves available
for distribution consisted of contributed surplus of
HK$122,183,000 and retained profits of HK$65,442,000.

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:

(@) to do so would render the Company unable to pay its
liabilities as they become due; or

(b) the realisable value of its assets would thereby be less
than its liabilities.
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PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred approximately HK$11.6
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
13 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:

Dr. Yeung Ming Biu (Chairman)
Mr. Yeung Him Kit, Dennis
(Deputy Chairman and Managing Director)
Madam Yeung Man Yee, Shirley
Mr. Lam Hing Lun, Alain
Mr. Choi Kwok Yum
Mr. Fung Kwong Yiu (resigned on 31st December, 2016)

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,
Madam Yeung Man Yee, Shirley, Dr. Sun Ping Hsu, Samson
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, 2017 are set out in
note 9 to the consolidated financial statements.

During the year ended 31st March, 2017 and up to the

date of this report, the other director of subsidiary of the
Company was Madam Cheong, Wai Lin.
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EEEHE

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31st March, 2017, 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:

EEHRACERTERRKR

BREEEZEFLMAEGRI(TES REERK
B 1) EIB2IERERE 2 B ATECER -
RZZE—+F=A=+—H ' KRRIZE
ERARBI 2D MBBRDFES 2
W HRBEET AR ESRHITEFRIHN
BRESFRIBEMEARARN RBEBBER S
BRAG(TBRAT]) 2 EmmT

Number of shares held
FrsRGHE
Percentage of
Total  issued share
Personal Family Corporate number capital of
interest interest interest of shares  the Company
BARREER
Name of director Espg BAEE FikER PG B8 REBAL
Dr. Yeung Ming Biu BREEL 19,669,583 7920000 128,164,561 155,754,144 27.30%
(note (a))
(Wiit(a)
Mr. Yeung Him Kit, Dennis BiThREE 5,524,000 - (note (b)) 5,524,000 0.97%
(W)
Mr. Fung Kwong Yiu resigned on ~ BERBELA(R-E—1E 6,508,160 - (note (c)) 6,508,160 1.14%
31st December, 2016) T-B=1+-REf) (W)
Madam Yeung Man Yee, Shiley ~ B&iE&T 2,640,000 221,161 (note (d) 2,861,161 0.50%
(Wi ()
Mr. Lam Hing Lun, Alain MEBRLE 3,600,000 - - 3,600,000 0.63%
Mr. Choi Kwok Yum BERLE 3,600,000 - - 3,600,000 0.63%
Dr. Sun Ping Hsu, Samson FEEEL - - 3,200,000 3,200,000 0.56%
(note (e))
(Wit (e)
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DIR

ECTORS’ INTERESTS AND SHORT

POSITIONS IN SECURITIES (Continued)

Notes:

(a)

Dr. 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 Dr. 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.

Dr. 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

Com

pany, 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
and

of the SFO or as otherwise notified to the Company
the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies.
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SHARE OPTION SCHEMES AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR

DEBENTURE

(@) 2003 Share Option Scheme

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 “2003 Share Option Scheme”). The
2003 Share Option Scheme was valid for a period of
ten years commencing on the adoption date on 3rd
November, 2003.

Under the 2003 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 trustee of the eligible
persons or a company beneficially owned by the
eligible persons. The purpose of the 2003 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.
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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SHARE OPTION SCHEMES AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR

DEBENTURE (Continued)

(@) 2003 Share Option Scheme (Continued)

The 2003 Share Option Scheme expired on 2nd
November, 2013. The options could be exercised by
the participants at any time during the option period
and notwithstanding that the 2003 Share Option

Scheme had expired.

The following table discloses movements of the options
granted under the 2003 Share Options Scheme to
directors, certain employees and consultants during the

year:

Date of
Name of category grant of
of participant options
BhRE
SHERRER BB
HKS
BT
Directors £%
Dr. Yeung Ming Biu 06.04.2011
BRREL
Mr. Yeung Him Kit, Dennis 06.04.2011
bR
Mr. Fung Kwong Yiu (resigned
on 31st December, 2016) 06.04.2011
L%E%%M_(f@:%i—iﬁ
TZR=T-HEE)
Madam Yeung Man Yee, Shirley  06.04.2011
LEC TS
Mr. Lam Hing Lun, Alain 06.04.2011
Mr. Choi Kwok Yum 06.04.2011
2ENE
Other employees £ ft/E 8
Type A 06.04.2011
A%
Type B 29.08.2011
B#
Consultants B
Type A 06.04.2011
AR
Type B 29.08.2011
B#
Total @3t

Original

exercise
price per
share

RESR
TFE
HKS
BT

(note)

(Wit)

Oriental Watch Holdings Limited

Adjusted
exercise
price per

share

BRITHE
HKS

AT
(note)

(Hit)

3.44
3.44

3.44

3.44
3.4
3.44

3.4

NA
Wyl

3.44

N/A
ki

Exercisable period

AT

06.04.2011
06.04.2011 — 06.04.2021

06.04.2011 — 06.04.2021

06.04.2011 — 056.04.2021
06.04.2011
06.04.2011

06.04.2011
29.08.2011

06.04.2011
29.08.2011

BRESIANRESEEROIES

ZER (&)
(a) —SE=FBRETE(E)
—_=Z Eziﬁﬁﬂx%ﬁimﬁ:g—zﬁ
T AR - ERET e R
1A P S A B R {e] g ) F DAAT A6 > 1
T ST =FERETECEm -
Tﬁ?&?%%i%?ﬁ%g% B
NIRIE - T T = FRAETEIERE
IRt 2E)
Number Number
of shares of shares
under Reclassified under
options at during  options at
1.4.2016 the year 31.3.2017
RZB-7% R-B-tf
E —-A =R Ej-- =
BREVRZ BREVRZ
ROEE EFREHIE RH8E
— 05.04.2021 1,440,000 - 1,440,000
1,440,000 - 1,440,000
3,000,000 (3,000,000) -
1,440,000 - 1,440,000
— 05.04.2021 3,600,000 - 3,600,000
— 05.04.2021 3,600,000 - 3,600,000
14,520,000 (3,000,0000 11,520,000
— 05.04.2021 14,400,000 - 1,440,000
—28.08.2021 18,000,000 — 18,000,000
— 05.04.2021 2,640,000 3,000,000 5,640,000
—28.08.2021 5,000,000 - 5,000,000
54,560,000 — 54,560,000
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SHARE OPTION SCHEMES AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR

DEBENTURE (Continued)

(a) 2003 Share Option Scheme (Continued)

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 2003 Share Option Scheme.

(b) 2013 Share Option Scheme

Pursuant to an ordinary resolution passed at the annual
general meeting of the Company held on 13th August,
2013, a new share option scheme was adopted with
effect on 3rd November, 2013 (the “2013 Share Option
Scheme”) after the expiry of the 2003 Share Option

Scheme.
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SHARE OPTION SCHEMES AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURE (Continued)

(b) 2013 Share Option Scheme (Continued)

Under the 2013 Share Option Scheme, options may
be granted to (i) any director, employee or consultant
of the Group or a company in which the Company
holds an equity interest or a subsidiary of such
company (“Affiliate”); or (ii) any discretionary trust
whose discretionary objects include any director,
employee or consultant of the Group or an Affiliate;
or (i) a company beneficially owned by any director,
employee or consultant of the Group or an Affiliate; or
(iv) any customer, supplier or adviser whose service to
the Group or business with the Group contributes or
is expected to contribute to the business or operation
of the Group. The purpose of the 2013 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 2013 Share Option Scheme as at the date of this
report is 57,061,022 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
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;
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SHARE OPTION SCHEMES AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURE (Continued)

(b) 2013 Share Option Scheme (Continued)

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

(c) the 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.

The 2013 Share Option Scheme will remain in force
until 2nd November, 2023.

No option was granted, exercised or lapsed under the
2013 Share Option Scheme during the year since its
effective date on 3rd November, 2013 and there was
no outstanding share option as at 31st March, 2017.

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2017, 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

BREREE

Datsun Holdings Limited
Furama Investments Limited
Realtower Holdings Limited

Annual Report 2017
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RGO E A REBZD
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SUBSTANTIAL SHAREHOLDERS (Continued)

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, 2017, 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.

INTERESTS IN TRANSACTIONS,
ARRANGEMENT AND CONTRACTS OF
SIGNIFICANCE

There were no transactions, arrangements and contracts of
significance to which the Company or any of its subsidiaries
was a party and in which a director or a connected entity of
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.

Oriental Watch Holdings Limited
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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
95% of the Group’s total purchases while the purchases
attributable to the Group’s largest supplier was
approximately 83% 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.

DONATIONS

During the year, the Group made donations totalling
HK$78,000.

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Group are set out in the Corporate Governance Report on
pages 12 to 33.

EMOLUMENT POLICY

As at 31st March, 2017, the Group had a total of about 620
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.
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EMOLUMENT POLICY (Continued)

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 share option schemes as an
incentive to directors and employees of the Group, details
of the schemes are set out in the paragraph headed “Share
option schemes and directors’ rights to acquire shares
or debentures” above and in note 24 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 22 to 25.

SHARE CAPITAL

Details of movements during the year in the share capital
of the Company are set out in note 23 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.
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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, 14th June, 2017
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INDEPENDENT AUDITOR’S REPORT
B HET RS

Deloitte

To the Shareholders of
Oriental Watch Holdings Limited
(incorporated in Bermuda with limited liability)

OPINION

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 64 to 159, which comprise the consolidated
statement of financial position as at 31st March, 2017,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31st March, 2017, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’'s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants
(the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Oriental Watch Holdings Limited
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INDEPENDENT AUDITOR’S REPORT

B HETRE

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and

FAREFITSEE

ARBSTEERERMOBEHE - R
AHABGRANERRONBTRAEEN
EIH o L EHEERMBABEBHGREAY
BRELHAZSRBETREN - AT
SYHELEERHEBNER -

in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Key audit matter

BRETEE

Valuation of watches

Fik1gE

We identified valuation of watches as a key audit
matter due to the significance of amount of
watches to the consolidated statement of financial
position as at the end of the reporting period,
and significant judgements by management in
determining the net realisable value for watches.
HRFHENERPRNGEMBRARBE RN - B
ERENETFRAIZEFERELEANAE - &
bt BARFREERBRETFE -

As disclosed in note 4 to the consolidated financial
statements, the management of the Group
identifies slow-moving watches with reference to
aging analysis and determines the net realisable
value for watches by considering the saleability of
watches based on current market conditions, future
sales plan and latest available sales information
of similar watches. As at 31st March, 2017, the
carrying amount of watches (net of allowance) is
HK$1,256,715,000.

WU E M BREM T 4PRE X BEEEERER
ZHRE DB RFHF R - WKIRRITHR - KK
HEE RBAUFRNZMEHEERZEFHRNA
HERE MEEFRAZEFEE - R_T—+t
FZA=+—H FHENONFREEHKREH)R
1,256,715,000 & T °
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How our audit addressed the key audit matter

B ETNHRARETSRETER

Our procedures in relation to the valuation of
watches included:

BPERETTRABENEF B

e  Obtaining an understanding of the Group’s
allowance policy on watches and evaluating
management’s process in identifying slow-
moving watches and determining the
allowance for watches;

TH BEEBNFERBEBR FEEEER
Rl 8H T 5k M B TR B

° Verifying the accuracy of aging analysis of
watches, on a sample basis, to the purchase
invoices and goods receipt notes;
DHEFALHBEERRKNERE  ZEF
R BR e 0 AT B0 ZERE L

° Evaluating the reasonableness of the
allowance for watches determined by
management on slow-moving watches with
reference to current market conditions,
future sales plan and latest available sales
information of similar watches; and
AEEREB2ZERITMRA - AKRHEEFEI LA
PF & & iHE BRI PTE TR IHFERAOBE B
e &

e Testing the subsequent sales of inventories,
on a sample basis, to the sales invoices.

AmBER AL HEERR  AAFENREH
%O
—E-—LHFEFR
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INDEPENDENT AUDITOR’S REPORT
B HET RS

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other
information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is
a material misstatement of this other information, we are
required to report that fact. We have nothing to report in
this regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs issued
by the HKICPA 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.

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

Those charged with governance are responsible for
overseeing the Group’s financial reporting process.

Oriental Watch Holdings Limited
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INDEPENDENT AUDITOR’S REPORT
B HETRE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion solely to you, as a body, in accordance with Section
90 of 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.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or
the override of internal control.

e  Obtain an understanding of internal control relevant
to the audit 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 Group’s internal control.

° Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates
and related disclosures made by the directors.

Annual Report 2017
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INDEPENDENT AUDITOR’S REPORT
B HET RS

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

o Conclude on the appropriateness of the directors’ use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that
a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate
with them all relationships and other matters that may
reasonably be thought to bear on our independence, and
where applicable, related safeguards.

Oriental Watch Holdings Limited
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INDEPENDENT AUDITOR’S REPORT
B HETRE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with those charged with
governance, we determine those matters that were of
most significance in the audit of the consolidated financial
statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated
in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in the
independent auditor’s report is Lo Kin Cheong.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

14th June, 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GEEEkEMZHEHIRER

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2017 2016

—E—tHF —E-RF

Note HK$°000 HK$’000

Hat FET FEr

Revenue Wz 5 3,142,295 38,031,752
Cost of goods sold SHERA (2,634,028) (2,546,147)
Gross profit EH 508,267 485,605
Other income, gains and losses  EMUWA - Yzk & EE 6 20,896 37,125
Distribution and selling expenses 7 4 &% $5 & % (190,447) (199,533)
Administrative expenses TR (311,367) (332,430)
Finance costs A& P A 7 (3,730) (6,942)
Share of results of associates E(hEtE NR 2 ¥E 2,558 892
Share of results of joint ventures [E(R& LR T2 ¥4E (728) 2,566
Profit (loss) before taxation B B¢ A A (B3 18) 8 25,449 (12,717)
Income tax expense PSR F 2 10 (9,352) (3,042)
Profit (loss) for the year FRmF (E8E) 16,097 (15,759)

Other comprehensive expense  Eft2EE X
Items that may be reclassified ~ AZAJfEEZH HIEE1E

subsequently to profit or wmZIHE -
loss:
Exchange difference arising BEIBINETEESE
on translation of foreign ZEHERE
operations (24,814) (86,337)
Change in fair value of AHEESRHEEY
available-for-sale financial NEEEZH
assets 581 (127)

Other comprehensive expense R H b 2 X%

for the year (24,233) (36,464)
Total comprehensive expense FAZAERZBRE
for the year (8,136) (52,223)

Oriental Watch Holdings Limited REXRITEBERADA



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

meEEkEMEZEHIRER

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

Profit (loss) for the year
attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive expense
attributable to:
Owners of the Company
Non-controlling interests

Earnings (loss) per share
Basic

Diluted

Annual Report 2017

2017 2016
—EB—+F TR RE
Note HK$’000 HK$’000
k2 FET FET
AR AL EMRE RS F
(E518) -
RARER A 16,383 (15,528)
e i (286) (231)
16,097 (15,759)
ILTATELEZ2ERS A
3
ZN/NETEZ 2N (7,945) (51,938)
E i g (191) (285)
(8,136) (52,223)
SREF (E8)
EHAR 12 287 HK centsi&fll (2.72) HK cents Il
i 12 287 HK centsi&fll (2.72) HK cents Il
—E - L FEH
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e AR R R
At 31st March, 2017
R-E—+tE=HA=1+—H

Non-current assets

Property, plant and
equipment

Deposits for acquisition
of property, plant and
equipment

Interests in associates

Interests in joint ventures

Available-for-sale financial
assets

Deferred tax assets

Property rental deposits

Current assets
Inventories
Trade and other receivables
Taxation recoverable
Bank balances and cash

Current liabilities
Trade and other payables
Taxation payable
Bank loans

Net current assets

Total assets less current
liabilities

Non-current liabilities
Bank loans
Deferred tax liabilities

Net assets

Notes
Hrat
ERBEE
Y - HES R
13
B % - #ES %
RE2EZE
EMEQTZ%E 14
HEERRZEE 15
AHESRMEE
16
EERIEE E 22
MERSIES
mENEE
FE 17
B 5 N H At I BR X 18
AR O] §{ 18
IRITEBR KRR 19
mEEE
B REMBNIER 20
JES R IE
IRITER 21
mEBEEFE
BELBERREAE
ERBEE
RITER 21
EEFRIBEAE 22
EEFE

Oriental Watch Holdings Limited

2017 2016
—E—tF —TE-RF
HK$°000 HK$'000
FET FET
208,863 228,867
133 7,072
36,499 35,150
24,873 114,806
6,106 5,525
73 114
46,550 45,738
323,097 437,272
1,275,897 1,569,528
110,508 117,085
48 5,893
645,188 403,804
2,031,641 2,096,310
87,835 156,754
7,460 681
81,573 156,178
176,868 313,613
1,854,773 1,782,697
2,177,870 2,219,969
29,167 60,460
1,689 1,937
30,856 62,397
2,147,014 2,157,572
RARTEEERA A



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R B BRI &R

At 31st March, 2017
R-FE—+tF=F=+—H

2017 2016
—E—+tHF ZE-RF
Note HK$’°000 HK$’000
HteF FET FET

Capital and reserves BAR R
Share capital A& 7 23 57,061 57,061
Reserves & 2,088,945 2,099,457

Equity attributable to owners ~ ARQGIHEAR AEE#EZ

of the Company 2,146,006 2,156,518
Non-controlling interests JEIE R A 1,008 1,054
Total equity R BT 2,147,014 2,157,572

The consolidated financial statements on pages 64 to 159 HNECLEERFE1S0 B 2 A MBHERLK
were approved and authorised for issue by the Board of SEFEERN _ZE—+FE A TEAERK
Directors on 14th June, 2017 and are signed on its behalf TR WAHTIIEERAEESE

by:

Yeung Ming Biu Yeung Him Kit, Dennis
BHE BT
CHAIRMAN DEPUTY CHAIRMAN AND MANAGING DIRECTOR
FE B FEFE FAAETE

Annual Report 2017
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEED S

xR

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

At 1st April, 2015

Loss for the year

Exchange difference arising on
translation of foreign operations

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

Total comprehensive expense
for the year

2015 final dividend paid

2016 interim dividend paid

2016 final dlvidend proposed

At 31st March, 2016

Profit for the year

Exchange difference arising on
tranglation of foreign operations

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

Total comprehensive income (expense)
for the year

Capital contribution from non-controling
shareholders

2016 final dividend paid

2017 interim dividend paid

2017 final dividend proposed

2017 special dividend proposed

At 31st March, 2017

N=5-RERA-A

REE
DERNGHAEL B ZR

i

THHEERAR A TERD

EREARRER

BRE-E-1EAERE
BRE_E RS
HRE T RERARR

RZE-rE=h=1-8

i

A
ERH)EBrEE Bl RS

TRHESHAR DTERD

EREmRE(RY )28

HERRRIA

R=E-t5=R=1-A

Attributable to owners of the Company

LN N
Share  Capital Asset Non-

Share  Share  option redemption  Capital revaluation  Special Translation Retained Dividend controlling

capital premium  reserve  reserve  reserve  reserve reserve  reserve  profits  reserve Sub-total interests Total
R REGE BREGE S4REER G4RE SEEGER GHRE ABRRE  RERA RERE O FERER &

HKS'000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS'000  HKS000  HKS000  AKS'000  HKS000  HKS000

Fhr T TEr TEr FEn TR TEr TEn fEn T TEr TR fEn

(note b) (note g)
(o) (hita)

57,061 549306 83554 425 80 6000 5180 78655 1421915 1426 2210452 1,339 2211791
= = = = = = = - (1552 - (155%) (231)  (15,759)
= = = = = = - (36,289 = - (36.289) (64 (36:337)
- - - - - (127) - - - - (127) - (127)
- - - - - (127) - (36,283 (1552) - (51939) (285)  (2229)
_ - - - = = - - - (140 (1426 - (149)
- - - - - - - - (570) - (570) - (570)
_ _ _ - = = - - (146 1426 = = -

57,061 549306 83554 425 840 5818 5180 42872 1,410391 1426 2156518 1,004 2,167,672
- - - - - - - - 16,388 - 16388 (286) 16,097
- - - - - - - (4909 - - (4909 % (4814
- - - - - 581 - - - - 581 - 561
= = = = = 581 - (499 16383 - (9% (191 (813%6)
- - - - - - - - - - - 146 145
- - - - - - - - - (140 (1.420) - (14%)
- - - - - - - - (14 - (114 - (14
- - - - - - - - 2B 2 - - -
_ _ _ - - = = - {718 17118 = - -

57,061 549306 83554 425 80 6454 5180 17463 1406233 19400 2146006 1,008 2,147,014

Oriental Watch Holdings Limited
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEmBER

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

Notes:

(@)

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.

Subsequent to HEBEREZRMHABMR AR (“Li Loong”) becoming
a subsidiary of the Company in May 2013, the Group further
subscribed 6,000,000 shares of Li Loong in September 2013, for a
cash consideration of NT$60,000,000 (equivalent to HK$15,698,000).
The Group’s equity interest in Li Loong increased from 90% to 96%.
This is accounted for as a deemed acquisition of additional interests
in a subsidiary and has been recognised as capital reserve.

Annual Report 2017
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2017 2016
—E2—tF —T—RF
HK$’000 HK$’000
FET FET
Operating activities BT
Profit (loss) before taxation BRA AR (B HE) 25,449 (12,717)
Adjustments for: MATIEBEHAZRE
Depreciation of property, Y - MESRREZITE
plant and equipment 22,531 32,276
Impairment loss recognised B - B RRERER
in respect of property, B EE
plant and equipment 588 1,325
Interest expense FERAX 3,730 6,942
Interest income FME U A (2,256) (1,309)
Loss on disposal of HEME WSS REBEEE
property, plant and
equipment 7,739 47
Loss on disposal of interest HE—MAELENAERZER
in a joint venture 14 —
Share of results of FE(RE 2 N R 2 #£4&
associates (2,558) (892)
Share of results of joint i R NI
ventures 728 (2,5606)
Operating cash flows before HERESEBPRNICRERENRE
movements in working
capital 55,965 23,106
Decrease (increase) in property #EM &R (EMN)
rental deposits 4,253 (145)
Decrease in inventories FERL 273,043 185,262
Increase in trade and other B 5 N H A FE Y BR R8N
receivables (2,201) (6,353)
(Decrease) increase in trade B 5 MEM BRI O )M
and other payables (67,543) 6,547
Cash from operations REXBREAZRE 263,517 208,417
Income taxes refunded in REEIRE 2 BB
Hong Kong 6,247 748
Income taxes paid in RBEBZTZFREH
Hong Kong (2,590) (3,260)
Income taxes paid in other RE A BLERE R S T 2 T
jurisdictions (597) (1,804)
Net cash from operating REXBMEAZIREFE
activities 266,577 204,101

Oriental Watch Holdings Limited REXRITEBERADA



CONSOLIDATED STATEMENT OF CASH FLOWS

= N~ —}
GERERER
For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

Investing activities

Cash inflow from assignment
of amount due from a joint
venture

Proceeds from disposal of
interest in a joint venture

Repayment of amount due
from a joint venture

Dividends received from
associates

Interest received

Proceeds from disposal
of property, plant and
equipment

Purchase of property, plant
and equipment

Deposits paid for acquisition
of property, plant and
equipment

Net cash from (used in)
investing activities

Financing activities
Repayment of bank loans
Interest paid
Dividends paid
New bank loans raised
Capital contribution

from non-controlling
shareholders

Net cash used in financing
activities

Net increase in cash and cash
equivalents

Cash and cash equivalents at
the beginning of the year

Effect of foreign exchange rate
changes

Cash and cash equivalents
at the end of the year,
represented by bank
balances and cash

REES)
R P AR ARRE
EEZRERA

HER— A BATMREZ
Fi8 5B
NS B ATRE

B

B Bk & R RIRE

B W AE
HEWE - BESNRBZAE
IR
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WEmE  HELREZEN
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RERDELE(FFE)Z
B e F

BERD
BERITER
EFE
EMARE
FEIRITE N
FFEBRBIREE

MERBDAEZESFR

RBehEFRBEEARB B INFR

FUzRERERREIAR

ExEH Y e

FRz\eMNERREIAR -
NRITHE SR RIR SR
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2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FETT FET
66,839 —
16,602 —
4,500 6,300
4,369 =
2,256 1,309
86 —
(4,563) (13,869)
(133) (7,072)
89,956 (13,332)
(157,741) (245,676)
(3,938) (7,429)
(2,567) (1,996)
50,000 128,983
145 —
(114,101) (126,118)
242,432 64,651
403,804 344,037
(1,048) (4,884)
645,188 403,804
—E-LEERH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—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 (“HK$”) which is also the functional
currency of the Company.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

Amendments to HKFRSs that are mandatorily
effective for the current year

The Group has applied the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) for the first time in
the current year:

Amendments to HKFRS 11 Accounting for acquisitions of interests
in joint operations
Amendments to HKAS 1 Disclosure initiative
Amendments to HKAS 16
and HKAS 38

Clarification of acceptable methods of
depreciation and amortisation

Amendments to HKAS 16
and HKAS 41

Agriculture: Bearer plants

Amendments to HKFRS 10,  Investment entities: Applying the
HKFRS 12 and HKAS 28 consolidation exception

Amendments to HKFRSs Annual improvements to HKFRSs 2012

— 2014 cycle

The application of the amendments to 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.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—tF=ZA=1—HLFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (Continued)

FE R HTR] & 78 U A 35 E R 2

BRMBHRELER

| ZAERT A (%)

New and amendments to HKFRSs issued but not

yet effective

The Group has not early applied the following new and
amendments to HKFRSs and interpretation that have
been issued but are not yet effective:

HKFRS 9
HKFRS 15

HKFRS 16
Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 7
Amendments to HKAS 12

Amendments to HKFRSs

HK(IFRIC) — INT22

2018.
2019.
determined.

2017.

Financial instruments’

Revenue from contracts with customers
and the related amendments'

Leases”

Classification and measurement of
share-based payment transactions'

Applying HKFRS 9 Financial
instruments with HKFRS 4 Insurance
contracts'

Sale or contribution of assets between
an investor and its associate or joint
venture®

Disclosure initiative’

Recognition of deferred tax assets for
unrealised losses’

Annual improvements to HKFRSs 2014
— 2016 cycle’

Foreign currency transactions and
advance consideration’

Effective for annual periods beginning on or after 1st January,
Effective for annual periods beginning on or after 1st January,
Effective for annual periods beginning on or after a date to be
Effective for annual periods beginning on or after 1st January,

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

2017 or 1st January, 2018, as appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2.

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

HKFRS 9 “Financial instruments”

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets,
financial liabilities, general hedge accounting and
impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the
Group are:

e all recognised financial assets that are within
the scope of HKFRS 9 are required 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. Debt
instruments that are held within a business model
whose objective is achieved both by collecting
contractual cash flows and selling financial assets,
and that have contractual terms that give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding, are generally measured at
fair value through other comprehensive income
(“FVTOCI”). All other debt investments and equity
investments are measured at their fair value at the
end of subsequent accounting 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.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

2.

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

HKFRS 9 “Financial instruments” (Continued)

° in relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model under
HKAS 39. The expected credit loss model requires
an entity to account for expected credit losses
and changes in those expected credit losses at
each reporting date to reflect changes in credit
risk since initial recognition. In other words, it is
no longer necessary for a credit event to have
occurred before credit losses are recognised.

Based on the Group’s financial instruments and
risk management policies as at 31st March, 2017,
application of HKFRS 9 in the future may have a
material impact on the classification and measurement
of the Group’s financial assets. The Group’s available-
for-sale investments will either be measured as fair
value through profit or loss or be designated as FVTOCI
(subject to fulfilment of the designation criteria). The
expected credit loss model may result in early provision
of credit losses which are not yet incurred in relation
to the Group’s financial assets measured at amortised
cost. However, it is not practicable to provide a
reasonable estimate of the financial effect until the
directors complete a detailed review.

HKFRS 15 “Revenue from contracts with
customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting
for revenue arising from contracts with customers.
HKFRS 15 will supersede the current revenue
recognition guidance including HKAS 18 “Revenue”,
HKAS 11 “Construction contracts” and the related
interpretations when it becomes effective.

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2.

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

HKFRS 15 “Revenue from contracts with
customers” (Continued)

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach
to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: ldentify the performance obligations in
the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the
performance obligations in the contract

Step 5: Recognise revenue when (or as) the entity

satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the
particular performance obligation is transferred to the
customer. Far more prescriptive guidance has been
added in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.

In 2016, the HKICPA issued clarifications to HKFRS
15 in relation to the identification of performance
obligations, principal versus agent considerations, as
well as licensing application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result
in more disclosures, however, the director of the
Company do not anticipate that the application of
HKFRS 15 will have a material impact on the timing
and amounts of revenue recognised in future.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

2.

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

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16
will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts
on the basis of whether an identified asset is controlled
by a customer. Distinctions of operating leases and
finance leases are removed for lessee accounting, and
is replaced by a model where a right-of-use asset and
a corresponding liability have to be recognised for all
leases by lessees, except for short-term leases and
leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement of
the lease liability. The lease liability is initially measured
at the present value of the lease payments that are
not paid at that date. Subsequently, the lease liability
is adjusted for interest and lease payments, as well as
the impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently
presents operating lease payments as operating cash
flows. Under the HKFRS 16, lease payments in relation
to lease liability will be allocated into a principal and an
interest portion which will be presented as financing
cash flows.

In contrast to lessee accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require a
lessor to classify a lease either as an operating lease or
a finance lease.

Furthermore, extensive disclosures are required by
HKFRS 16.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2.

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

HKFRS 16 “Leases” (Continued)

As at 31st March, 2017, the Group has non-cancellable
operating lease commitments of HK$320,142,000
as disclosed in note 26. A preliminary assessment
indicates that these arrangements will meet the
definition of a lease under HKFRS 16, and hence
the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases
upon the application of HKFRS 16. In addition, the
application of new requirements may result changes in
measurement, presentation and disclosure as indicated
above. However, it is not practicable to provide a
reasonable estimate of the financial effect until the
directors complete a detailed review.

Amendments to HKAS 7 “Disclosure initiative”

The amendments require an entity to provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities including both changes arising from cash
flows and non-cash changes. Specifically, the
amendments require the following changes in liabilities
arising from financing activities to be disclosed: (i)
changes from financing cash flows; (i) changes arising
from obtaining or losing control of subsidiaries or
other businesses; (i) the effect of changes in foreign
exchange rates; (iv) changes in fair values; and (v) other
changes.

The amendments apply prospectively for annual
periods beginning on or after 1 January 2017 with
earlier application permitted. The application of the
amendments will result in additional disclosures on the
Group’s financing activities, specifically reconciliation
between the opening and closing balances in the
consolidated statement of financial position for liabilities
arising from financing activities will be provided on
application.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

2.

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

Amendments to HKAS 7 “Disclosure initiative”
(Continued)

The management of the Group anticipates that the
application of HKAS 7 in the future may enhance the
disclosures and has no material impact on the amounts
made in the Group’s consolidated financial statements.

The directors of the Company anticipate that the
application of other new and amendments to HKFRSs
and interpretation will have no material impact on the
results and the financial position of the Group in future.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by
the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”) and by the Hong
Kong Companies Ordinance (“CO”).

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

Historical cost is generally based on the fair value of

the consideration given in exchange for goods and
services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nvi\

BB HRRM

For the year ended 31st March, 2017

BE—F—

3.

tFE=ZA=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account
the characteristics of the asset or liability if market
participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for
share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within
the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 “Inventories” or
value in use in HKAS 36 “Impairment of assets”.

In addition, for financial reporting purposes, fair
value measurements are categorised into Level 1,
2 or 3 based on the degree to which the inputs to
the fair value measurements are observable and the
significance of the inputs to the fair value measurement
in its entirety, which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the

asset or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the
asset or liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The principal accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control
is achieved when the Company:

o has power over the investee;

° is exposed, or has rights, to variable returns from
its involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired or
disposed of during the year are included in the
consolidated statement of profit or loss and other
comprehensive income from the date the Group gains
control until the date when the Group ceases to control
the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the
Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling
interests even if this results in the non-controlling
interests having a deficit balance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies in line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full
on consolidation.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which
is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities
incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group
in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss
as incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

° deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 “Income taxes” and HKAS 19 “Employee
benefits” respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the acquisition-
date amounts of the identifiable assets acquired and
the liabilities assumed as at acquisition date. If, after re-
assessment, the net of the acquisition-date amounts of
the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the
acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the relevant subsidiary’s net assets in the
event of liquidation may be initially measured either
at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice
of measurement basis is made on a transaction-
by-transaction basis. Other types of non-controlling
interests are measured at their fair value or, when
applicable, on the basis specified in another HKFRS.

Goodwill
Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition

of the business (see the accounting policy above) less
accumulated impairment losses, if any.
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HE2—

3.

F—tF=F=1+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested
for impairment annually or more frequently when
there is indication that the unit may be impaired. If
the recoverable amount of the cash-generating unit
is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other
assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit (or group
of cash-generating units). Any impairment loss for
goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed
in subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in
the determination of the amount of profit or loss on
disposal.

The Group’s policy for goodwill arising on the
acquisition of associates and joint ventures is described
below.

Investments in associates and joint ventures

An associate is an entity over which the Group has
significant influence. Significant influence is the power
to participate in the financial and operating policy
decisions of the investee but is not control or joint
control over those policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures
(Continued)

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement have
rights to the net assets of the joint arrangement. Joint
control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions
about the relevant activities require unanimous consent
of the parties sharing control.

The results and assets and liabilities of associates and
joint ventures are incorporated in the consolidated
financial statements using the equity method of
accounting. The financial statements of associates and
joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those
of the Group for like transactions and events in similar
circumstances. Under the equity method, an investment
in an associate or a joint venture is initially recognised
in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s
share of the profit or loss and other comprehensive
income of the associate or joint venture. When the
Group’s share of losses of an associate or joint venture
exceeds the Group’s interest in that associate or joint
venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in
the associate or joint venture), the Group discontinues
recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the associate or joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures
(Continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date
on which the investee becomes an associate or a
joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost
of the investment over the Group’s share of the net
fair value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any
excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the cost of
the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an
associate or a joint venture. When necessary, the entire
carrying amount of the investment (including goodwill)
is tested for impairment in accordance with HKAS 36
“Impairment of assets” as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of
the investment subsequently increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures
(Continued)

When the Group ceases to have significant influence
over an associate or joint control over a joint venture,
it is accounted for as a disposal of entire interest in the
investee with resulting gain or loss being recognised
in profit or loss. When the Group retains an interest in
the former associate or joint venture and the retained
interest is a financial asset within the scope of HKAS
39, the Group measures the retained interest at fair
value at that date and the fair value is regarded as its
fair value on initial recognition in accordance with HKAS
39. The difference between the carrying amount of the
associate or joint venture at the date the equity method
was discontinued, and the fair value of any retained
interest and any proceeds from disposing the relevant
interest in the associate or joint venture is included in
the determination of the gain or loss on disposal of
the associate or joint venture. In addition, the Group
accounts for all amounts previously recognised in other
comprehensive income in relation to that associate or
joint venture on the same basis as would be required
if that associate or joint venture had directly disposed
of the related assets or liabilities. Therefore, if a gain
or loss previously recognised in other comprehensive
income by that associate or joint venture would be
reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as a
reclassification adjustment) when the equity method is
discontinued.

When a group entity transacts with an associate
or a joint venture of the Group (such as a sale or
contribution of assets), profits and losses resulting
from the transactions with the associate or joint
venture are recognised in the Group’s consolidated
financial statements only to the extent of interests in
the associate or joint venture that are not related to the
Group.
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For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

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

Revenue is recognised when the amount of revenue
can be reliably measured; when it is probable that
future economic benefits will flow to the Group and
when specific criteria have been met for each of the
Group’s activities, as described below.

Revenue from sales of goods are recognised when
goods are delivered and title has passed.

Watch repair service income is recognised when
services are provided.

The Group’s accounting policy for recognition of show
window rental income is described in the accounting
policy for leasing below.

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.
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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 in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.

The land and building elements of a lease of land and
building are considered separately for the purpose
of lease classification. To the extent the allocation of
the lease payments can be made reliably, interest in
leasehold land that is accounted for as an operating
lease is presented as ‘prepaid lease payments’ in the
consolidated statement of financial position and is
amortised over the lease term on a straight-line basis.
When the lease payments cannot be allocated reliably
between the land and building elements, the entire
lease is classified as a finance lease and accounted for
as property, plant and equipment.

The cost of leasehold land and buildings is depreciated
using the straight-line method over the shorter of the
period of the lease or over their estimated useful lives
of 20 years for those located in the People’s Republic
of China (the “PRC”) or 50 years for those located in
Hong Kong.

Depreciation is recognised so as to write off the cost
of other items of property, plant and equipment less
their residual values over their estimated useful lives,
using the reducing balance method, at the rate of 20%
per annum. The estimated useful lives, residual values
and depreciation method are reviewed at the end of
the reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

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 on the
disposal or retirement of an item of property, plant and
equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset
and is recognised in profit or loss.

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 any such
indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the
impairment loss (if any). When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. When
a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units
for which a reasonable and consistent allocation basis
can be identified.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset for
which the estimates of future cash flows have not been
adjusted.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible assets (Continued)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets
on a pro-rata basis based on the carrying amount of
each asset in the unit. The carrying amount of an asset
is not reduced below the highest of its fair value less
costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the
asset is allocated pro rata to the other assets of the
unit. An impairment loss is recognised immediately in
profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
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 (or a cash-generating unit)
in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)
The Group as lessor

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.

The Group as lessee

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term.
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. Contingent rentals are recognised
as expenses in the periods in which they are incurred.

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 retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.

Oriental Watch Holdings Limited
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

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) using exchange rate prevailing at the end of
the reporting period. Income and expenses items are
translated at the average exchange rate for the period,
unless exchange rate 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
under the heading of translation reserve.

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.

Borrowing costs not attributable to the acquisition,
construction or production of qualifying assets, are
recognised in profit or loss in the period in which they
are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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 (loss) before
taxation” as reported in the consolidated statement
of profit or loss and other comprehensive income
because of items of income or expense that are taxable
or deductible in other years and items that are never
taxable or deductible. The Group’s liability for current
tax is calculated using tax rates 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 deferred tax 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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in joint
ventures, 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 and interests 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Current and deferred tax are recognised in profit
or loss, except when they relate to items that are
recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income
or directly in equity respectively. Where current tax
or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the
accounting for business combination.

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 for
watches. Net realisable value represents the estimated
selling price for inventories less costs necessary to
make the sale.

Financial instruments

Financial assets and financial liabilities are recognised
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 or 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets

The Group’s financial assets are classified into one of
two categories, including loans and receivables and
available-for-sale financial assets. The classification
depends on the nature and purpose of the financial
assets and is determined at the time of initial
recognition. 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 and points 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.
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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 amount
due from a joint venture, trade and other receivables
and bank balances and cash) are measured at
amortised cost using the effective interest method, less
any identified impairment losses.

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where
the recognition of interest would be immaterial.

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, 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).

Dividends on available-for-sale equity instruments are

recognised in profit or loss when the Group’s right to
receive the dividends is established.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of the reporting period. Financial
assets are considered to be 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.

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:

e 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, in addition, 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

For financial assets carried at amortised cost, the
amount of the impairment loss recognised is 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.

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 against the allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

When an available-for-sale financial asset is considered
to be impaired, cumulative gains or losses previously
recognised in other comprehensive income are
reclassified to profit or loss in the period.

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.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

Impairment losses on available-for-sale equity
investments previously recognised in profit or loss
are not be reversed through profit or loss. 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

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument.

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 and points 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.

Interest expense is recognised on an effective interest
basis.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities at amortised cost

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

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments issued
by the Group are recognised at the proceeds received,
net of direct issue costs.

Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due in
accordance with the original or modified terms of a
debt instrument.

A financial guarantee contract issued by the Group and
not designated as at fair value through profit or loss is
recognised initially at its fair value less transaction costs
that are directly attributable to the issue of the financial
guarantee contract. Subsequent to initial recognition,
the Group measures the financial guarantee contract
at the higher of: (i) the amount of obligation under the
contract, as determined in accordance with HKAS
37 “Provisions, contingent liabilities and contingent
assets”; and (i) the amount initially recognised less,
when appropriate, cumulative amortisation recognised
over the guarantee period in accordance with the
revenue recognition policy.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Derecognition

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of
the asset to another entity.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised
in other comprehensive income and accumulated in
equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or expire. 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 governments in various places in the PRC
where the Group operates, are charged as an expense
when employees have rendered service entitling them
to the contributions.

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—FE—tF=HA=1+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised as an
expense unless another HKFRS requires or permits the
inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries and annual
leave) after deducting any amount already paid.

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

Equity-settled share-based payments to employees and
others providing similar services are measured at the
fair value of the equity instruments at the grant date.

The fair value determined at the grant date of the
equity-settled shared-based payments is expensed
on a straight-line basis over the vesting period, based
on the Group’s estimate of equity instruments that will
eventually vest, with a corresponding increase in equity
(share option reserve). At the end of each reporting
period, the Group revises its estimate of the number of
equity instruments expected to vest. The impact of the
revision of the original estimate, if any, is recognised in
profit or loss such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment
to the share option reserve. For share options that vest
immediately at the date of grant, the fair value of the
share options granted is expensed immediately to profit
or loss.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payment transactions (Continued)

Equity-settled share-based payment transactions
(Continued)

Share options granted to employees (Continued)

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.

Share options granted to consultants

Equity-settled share-based payment transactions with
parties other than employees are measured at the
fair values of the goods or services received, unless
that fair value cannot be reliably measured, in which
case the goods or services received are measured by
reference to the fair value of the share options granted.
The fair values of the goods or services received
are recognised as expenses, with a corresponding
increase in equity (share option reserve), when the
Group obtains the goods or when the counterparties
render services, unless the goods or services qualify for
recognition as assets.

KEY SOURCE OF ESTIMATION
UNCERTAINTY

The following is the key assumption concerning the
future, and other key sources of estimation uncertainty
at the end of the reporting period, that have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017

HE2—

4.

F—tF=F=1+—HIFE

KEY SOURCE OF ESTIMATION
UNCERTAINTY (Continued)

Valuation of watches

Watches are stated at the lower of cost and net
realisable value. The management of the Group reviews
regularly the suitability of the Group’s allowance policy
for watches and carries out review of the watches at
the end of each reporting period. The management
of the Group identifies slow-moving watches with
reference to aging analysis and determines the
net realisable value for watches by considering
the saleability of watches based on current market
conditions, future sales plan and latest available sales
information of similar watches. When the expectation
of the net realisable value is less than the cost, further
allowance may arise. As at 31st March, 2017, the
carrying amount of watches (net of allowance) is
HK$1,256,715,000 (2016: HK$1,553,602,000).

SEGMENT INFORMATION

The Group’s operation is principally sales of watches.
The Group’s revenue represents consideration received
or receivable from sales of watches.

The Group has two operating segments, which are
analysed based on geographical markets of the goods
sold, being (a) Hong Kong, and (b) Taiwan, Macau
and the PRC, which is also the basis of organisation
of the Group for managing the business operations.
The Group determines its operating segments based
on the internal reports reviewed by the chief operating
decision maker, being the Managing Director of the
Group, that are used to allocate resources and assess
performance. No operating segments identified by the
chief operating decision maker have been aggregated
in arriving at the reportable segments of the Group.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017

H#E—

5.

F—LFEZfEt—ALFE

SEGMENT INFORMATION (Continued)

The following is an analysis of the Group’s segment

revenue and results by operating segments.

5. pEERE)

AT RAREIREEDHE D 20 E
Wzt MBI o

Segment revenue

Segment profit (loss)

7 EB UL 2 D E R (EE)
2017 2016 2017 2016
=Lt T NG g aca T KF
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Hong Kong B5 2,284,289 2,245,293 50,524 28,361
Taiwan, Macau == I D4
and the PRC i 858,006 786,459 (4,886) (16,919)
3,142,295 3,031,752 45,638 11,442
Unallocated other k% fid & il W A
income 2,257 4,509
Unallocated ROBEERT
corporate
expenses (20,546) (25,184)
Finance costs B & KA (3,730) (6,942)
Share of results of E{HEEE NG 2
associates E 2,558 892
Share of results of EHEZRAZ
joint ventures HE4E (728) 2,566
Profit (loss) before & %4 Al % £l
taxation (E518) 25,449 (12,717)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

5.

SEGMENT INFORMATION (Continued)

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 (loss) before taxation earned by
each segment without allocation of finance costs,
share of results of associates and joint ventures and
unallocated other income and corporate expenses.
Unallocated corporate expenses include auditor’s
remuneration, directors’ emoluments, exchange loss
and operating expenses of inactive companies. 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, 2017.

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

The following is an analysis of the Group’s assets and
liabilities by operating segments.

Segment assets

5.

2 EER )

BEEN BB mMEEMAZ SR
H A AR E 2 76 MIEHRE
R gt BERER - 2 BEFEE
ANEBERAN - BIEBERRNE
LR FERARDEEEMKA R D
ERXZBRTE D B EREUZ BR B Al
A (EER) - ROECERAXBREZ
ZEE  BEFEMNE  EAEBEBERY
BEXNA2EERX - IHRANE
BE=ZREERERD LKA
EHREZFETA -

AEBYEEFPARNEEHE T
—tF=A=1+—HIEMEFEEMA
—FZRBERBEEFRI0ONALEZE
Fii e

R 4F [ 2 F 7 5 SRR 51 7R 1 51
B -

AT RAEEREENMEIND 2 EE
HEENT

Segment liabilities

PEHEE PHEE

2017 2016 2017 2016

= P T F LBl T NF

HK$’000 HK$’000 HK$°000 HK$’000

FETT FET FET FET

Hong Kong & 1,054,530 1,246,569 46,881 110,768
Taiwan, Macau BE - BPFIK

and the PRC F 587,005 721,173 39,640 44,801

Segment total o EpAEET 1,641,535 1,967,742 86,521 155,569

Unallocated KoL 713,203 565,840 121,203 220,441

Group’s total NEE B 2,354,738 2,533,582 207,724 376,010

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

5.

SEGMENT INFORMATION (Continued)

The segment assets by location of assets are the same
as by location of markets of the goods sold.

For the purposes of monitoring segment performance
and allocating resources between segments:

— all assets are allocated to operating segments
other than interests in associates and joint
ventures, available-for-sale financial assets,
deferred tax assets, taxation recoverable as well
as assets of the headquarters and bank balances
and cash; and

— all liabilities are allocated to operating segments
other than taxation payable, deferred tax liabilities
and bank loans as well as other payables of
the headquarters. Bank loans are classified as
unallocated corporate liabilities because they are
managed centrally by the treasury function of the
Group.

Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

5. SEGMENT INFORMATION (Continued) 5. BRI
Other segment information Hithp & #
Amounts included in the measure of segment results or AENHEBEIDBEEREREZS
segment assets: #
[mpairment
Loss on loss recognised in  Increase (decrease) in
Additions of property, disposal of property, ~ respect of property, non-current property
plant and equipment Depreciation plant and equipment  plant and equipment rental deposits
HENR  BER % BER by b2
FENZ  BERAR it R ER REER AEER M (5Y)
2016 2016 2016 2016 2016
%- /\E “z- /\E 3- /\E _z- /\E 3- /\E
HK$ 000 HKS'000 HK$ 000 HK$'000 HK$'000
AT FAT AT FAT AT
Hong Kong B 6,783 5,829 12,784 14,446 5,362 47 - - (4610) 27342
Taiwan, Macau and A% EFRAE
the PRC 485 11,3713 9615 17,693 231 - 588 1,325 5422 (49)
Segment fotal BE o) 1,685 17202 22309 32,139 1,739 47 588 1,328 812 2729
Unallocated #51 - - 132 - - - - - -
Group’s total REESH 1635 17200 251  RA6 1% Iy 588 135 812 2109
Information about the Group’s non-current assets BREEMEE D 2 ASEERBE

(excluding available-for-sale financial assets, deferred
tax assets, property rental deposits and interests in
associates and joint ventures) by geographical location
of the assets is detailed below:

Hong Kong BE
Taiwan, Macau and the PRC 8 R K

Oriental Watch Holdings Limited

E(TafiHlesRnEE BE
RIBAE  WERS RS AR
AFRA SRR ZER) 2 AN
mF

Carrying amount of
non-current assets

FRBEEEEE
2017 2016
—E—t% —ENE
HK$’000 HK$’000
FBT F#T
178,803 193,334
30,193 42,605
208,996 235,939

REXRITEBERADA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e I HRRME
For the year ended 31st March, 2017
BE—E—+tF=F=+—HILFE

6. OTHER INCOME, GAINS AND LOSSES 6.

Show window rental income

Interest income

Repairing service income

Refund of rental expense

Loss on disposal of property,
plant and equipment

Exchange loss

Loss on disposal of interest in a
joint venture

Others

7. FINANCE COSTS

Interest on bank borrowings

Annual Report 2017

HiA >~ WEZKEE
2017 2016
—E—tHF —T—REF
HK$’000 HK$’000
FETT FET
1 7 F & U A 22,624 22 489
B U A 2,256 1,309
#IERRIE U A 1,898 1,487
REMHESRAX - 8,880
HEWE «  BMBERRIEBZ
&8 (7,739) (47)
bE 518 (2,948) (3,300)
HEMEBERRZERZ
518 (14) —
HAth 4,819 6,307
20,896 37,125
7. BB
2017 2016
—E—tF —T—RF
HK$’000 HK$’000
FET FET
RITIEEZFE 3,730 6,942
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Profit (loss) before taxation has
been arrived at after charging:

Directors’ remuneration (note 9)

Other staff’s retirement benefits
scheme contributions

Other staff costs

Total staff costs

Auditor’s remuneration

Depreciation of property, plant
and equipment

Impairment loss recognised in
respect of property, plant and
equipment

Minimum operating lease rentals
in respect of rented premises

Oriental Watch Holdings Limited

8. PROFIT (LOSS) BEFORE TAXATION 8. KRBIANER(FEE)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

2017 2016
—S—+tF —E—RE
HK$’000 HK$’000
FET FET
BRELADE R (&BE)
BBk -
EEHM(HZE9) 16,066 15,694
H A8 2 R tE 5T &l
K 4,757 5,249
H A58 A 75,390 82,659
BB AN BT 96,213 103,602
1% B AT B & 2,780 2,780
M MBRRREIINE
22,531 32,276
Y - ISR ERHTER
2 REE B
588 1,325
EEEEME s &IELE
HEMRSE 213,522 226,570

RAXRTEBEBRQA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B SR M

For the year ended 31st March, 2017
BE_F—+tF=F=1+—AILFE

9. DIRECTORS’ AND EMPLOYEES’ 9. EEKEEZME
EMOLUMENTS
Directors’ and chief executive’s remuneration for BEERITHRBH 2 ANFEEHMNIRIE
the year, disclosed pursuant to the applicable listing A LETARREERRHEDIHKE -
rule and Hong Kong Companies Ordinance. The ENSENNEZ(ZT—RF : L4E)
emoluments paid or payable to each of the nine (2016: BEEZAZHERAT -

nine) directors were as follows:

2017 2016
TE-tf 5k
Retirement  Performance- Retirement
Salaries benefits related Salaries benefits
and other scheme  incentive and other scheme
benefits ~ contributions bonus Fees benefits ~ contributions Total
SR BHEN  ABER gek  RIEN
EhEH  HEMR RARL i fe  EftRM MR fgt
HK$000  HKS'000  HK$'000 HK8 000 HKS'000 HK8 000 HKS'000
7471 77 72 AT Tén TAT Tén
(note)
(i)
Executve directors #ES
Dr. Yeung Ming Biu HHERT - 3,12 18 300 3444 = 3,381 312 3,693
Mr. Yeung Him Kit, Dennis BlikRE - 3,184 V4] 300 3,907 - 3,186 423 3,609
Mr. Fung Kiwong Yiu (resigned o~~~ BB
315t December, 2016) (=%
—NETZ
A=1-H
&) - 214 18 - 2132 - 2.43% 29 2665
Madam Yeung Man Yee, Shirey FEgLT - 97 108 300 1,205 - 797 108 905
Mr. Lam Hing Lun, Alain HERRE - 1,760 29 300 2,299 - 1,759 %9 1,99
Mr. Choi Kok Yum EEd - 1,069 20 300 2,589 - 2014 2 2,084
Independent non-executive drectors  BUFEHES
Dr. Sun Ping Hsu, Samson 10 180 - - - 180 180 = = 180
Or. Li Sau Hung, Eddy FAREL 180 - - - 180 180 - - 180
M. Choi Man Chau, Michael EyE 180 - - - 180 180 - - 180
540 12,950 1,076 1,500 16,066 540 13,673 1,581 16,604
Note: The performance-related incentive bonus is determined as a KiaE - FRIB R BN IE AR N BR B AL 2 B AT
percentage of the profit for the year before bonus charge. AmFlzE—BDLLETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

9.

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.

Mr. Yeung Him Kit, Dennis, is also the Chief Executive
of the Company and his emoluments disclosed above
include those for services rendered by him as the Chief
Executive.

The executive directors’ emoluments shown above
were for their services in connection with the
management of the affairs of the Company and the
Group. The emoluments of independent non-executive
directors shown above were for their services as
directors’ of the Company.

During the year, no emoluments were paid by the
Group to the directors and five highest paid individuals
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.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R B

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

10. INCOME TAX EXPENSE 10. FTBHIRAX

The charge comprises: X HBE
Hong Kong Profits Tax BEAENESH
— Current year —NFE
— Underprovision in prior years —BFEEEETRE
(note) (Htaz)
Taxation in other jurisdictions HEfal AR BiIA
— Current year —KFE
— Overprovision in prior years —BEFEHBEEE
— Withholding tax on dividend —BERRIREWAZ
income from associates A
Deferred taxation (note 22) ERERIE (K Z22)

Note: On 21st March, 2017, the Inland Revenue Department of
Hong Kong (the “IRD”) issued additional tax assessment to
a wholly-owned subsidiary of the Company on a claimed
offshore income for the years of assessment from 2010/11 to
2012/13. Accordingly, the amount of tax has been charged as
underprovision in prior years.

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for both years.

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%.

Annual Report 2017

2017 2016
S8l ==
HK$°000 HK$’000
FHAT FET

3,360 2,409
5,390 8
8,750 2,417
202 696
(159) (432)
771 =
814 264
(212) 361
9,352 3,042

Bt - RZTE—tF=A_+—H FEMN
BRIBEBI®H - -2/ ——Z=
T/ ZFINFERBIEE
WARARE—RE2ENEB AR L
TN - Hib - BERESEET
EREFERETRXH -

BARMERIIBEMEFE 2G5
ERETIZ16.5% & o

ity TR MR 2 B TR 186 MDA
R TR EH -

BIBECR B EREHENDEMS
FE D) RCEEFBBEBREIEG) -
FEREB AR ZIHEA25% °

A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

10. INCOME TAX EXPENSE (Continued)
The tax charge for the year can be reconciled to

the profit (loss) before taxation per the consolidated
statement of profit or loss and other comprehensive

10. FI8HEiRA X (&)

FARA LA ERBEEAEBR A
i 2 R ER 3R 2 BR B A s A (B 18 ) 3
BRA0R

income as follows:

Profit (loss) before taxation

Tax at the applicable income tax
rate of 16.5% (2016: 16.5%)

Tax effect of share of results of
associates

Tax effect of share of results of
joint ventures

Tax effect of expenses not
deductible for tax purposes

Tax effect of income not taxable
for tax purposes

Tax effect of tax losses not
recognised

Tax effect of temporary
differences attributable
to undistributed profits of
associates and joint ventures

Effect of different tax rates of
subsidiaries operating in other
jurisdictions

Under(over)provision in prior
years

Utilisation of tax loss previously
not recognised

Others

Tax charge for the year

B B¢ At A1) (5 18)

BIBEAFTERE16.5%
(ZF—F :16.5%)
FE A

JERBtE N Rl 2 ¥EE Y
%Rj;%ﬁ, 4R

E1ééﬁ72¥%2
k37

TTEH%QZ%%%;

BAERBUWRAZ R E

RERHISEE 2 5
A
BEDRREERRARD
ﬁmﬂFEZ%%%%
TR E

REMREREREE 2
¥f 8 2 B P {E A (R
MR B

BEFEREIR
(HBREE)

B 2 B AR HER B %
518

Hitp

FAREX
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2017 2016
—E—tF —T—RF
HK$’000 HK$’000
FHET FET
25,449 (12,717)
4,199 (2,098)
(422) (147)
120 (423)
972 966
(2,034) (98)
2,633 4,910
523 182
110 104
5,231 (424)
(1,994) —
14 70
9,352 3,042
EARTEEERAD



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R B

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

11. DIVIDENDS 1. RE

Dividends recognised as
distribution during the year:
Interim dividend for financial year

ended 31st March, 2017 of 0.2
HK cents (2016: 0.1 HK cents)
per share on 570,610,224
(2016: 570,610,224) shares

Final dividend for financial year
ended 31st March, 2016
of 0.25 HK cents (2015:
0.25 HK cents) per share
on 570,610,224 (2015:
570,610,224) shares

Dividend proposed after year end:
Proposed final dividend for
financial year ended 31st
March, 2017 of 0.4 HK cents
(2016: 0.25 HK cents) per
share on 570,610,224 (2016:
570,610,224) shares

Proposed special dividend for
financial year ended 31st
March, 2017 of 3.0 HK cents
per share on 570,610,224
shares
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FRANEHRARD KBS

570,610,224 % (==

—7N%F 1 570,610,224
BOBRMerEcEE=
TE—+&H#=A=+—H
I BEEFHRES
o228 W(=ZE—R
& 0.1810)

#570,610,224 % (==&

—F 4 : 570,610,224
BOBRMerEcEE=
TZ—RNF=A=+—H
Y BFEERBKRES
025 BI(=ZF—5h
F 1 0.257810)

FEBERZKZE
570,610,224 % (==

—7N%F 1 570,610,224
BROBROETEZE#HE=
T—+F=A=1+—8
LEBF B 4R B #0R R 2 AR
BEFR0.4FW(ZE
—7NE 1 0.257%10)

570,610,224 % IR {5

TEZBEE_T—+tF
=A=t—HIHEE
R R B =R
3.0

2017 2016
—E—+tE —T—RF
HK$°000 HK$’000
FET FET
1,141 570
1,426 1,426
2,567 1,996
2,282 1,426
17,118 —
19,400 1,426
—E—tEEH 117



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

12. EARNINGS (LOSS) PER SHARE 12. 3RABF (&HE)
The calculation of the basic and diluted earnings (loss) RKARBEARGERERNREER
per share attributable to owners of the Company is FER) BB A T8RS -

based on the following data:

2017 2016
—E—+tF AN S
HK$’°000 HK$’000
FETT FET
Earnings (loss) EF(EE)
Earnings (loss) for the purposes sTEEREANESZEF
of basic and diluted earnings (E518) 2 B A (E518)

(loss) per share (profit (loss) for  (AARIBEA AEIEFER
the year attributable to owners % F|(E51#8))

of the Company) 16,383 (15,528)
2016
—E—RF
000
THR
Number of shares RGO E
Number of ordinary shares for AEEREAZT(EE)
the purpose of basic earnings 2 ERREE
(loss) per share 570,610 570,610
Effect of dilutive potential BT BRR o TE
ordinary shares
— share options — RERR A - —
Number of ordinary shares for AESRESAN(EE)
the purpose of diluted earnings 2 Z@AXE B
(loss) per share 570,610 570,610
The diluted earnings (loss) per share for both years MEEE 7 SR ERMN(EE) &
has not included the effect from the Company’s share BEARNTERE 22 - FTRRA
options because the exercise prices of the share B EITEESRAATEGN 2 F
options are higher than the average market price of the BB -

shares of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - IR FHE
Leasehold Furniture,
land and fixtures and Motor
buildings equipment vehicles Total
HELTH B £E
kEgF e RE Bt
HK$'000 HK$'000 HK$'000 HK$'000
FHT FBT FHET FHET
COST A
At 1st April, 2015 RZE—RFNA—H 187,390 261,451 3,565 452,406
Exchange adjustment RS (1,321) (5,543) — (6,864)
Additions NE - 17,202 — 17,202
Disposals HeE - (11,804) - (11,804)
At 31st March, 2016 R-ZE-—R"E=ZA=+—H 186,069 261,306 3,565 450,940
Exchange adjustment i 5 R (1,177) (3,929) - (5,108)
Additions NE - 11,387 248 11,635
Disposals & - (18,593) (249) (18,842)
At 31st March, 2017 RZE—+tF=A=+—H 184,892 250,171 3,564 438,627
DEPRECIATION e
At 1st April, 2015 R-ZT—RFEMA—H 28,689 174,822 1,828 205,339
Exchange adjustment B FE (551) (4,559) - (5,110)
Provided for the year AEE R 4,055 27,904 317 32,276
Impairment loss REBRER RERE
recognised in profit
or loss — 1,325 — 1,325
Eliminated on disposals & i - (11,757) - (11,757)
At 31st March, 2016 RZZE-R"F=ZA=+—H 32,193 187,735 2,145 222,078
Exchange adjustment X% (553) (3,858) - (4,411)
Provided for the year KEERE 4,000 18,238 293 22,531
Impairment loss REHERHEER
recognised in profit
or loss — 588 — 588
Eliminated on disposals  {H & B - (10,833) (184) (11,017)
At 31st March, 2017 RZFE—tE=HA=+—H 35,640 191,870 2,254 229,764

CARRYING VALUES BREE
At 31st March, 2017 R-B—+E=A=+—H 149,252 58,301 1,310 208,863

At 31st March, 2016 RZZE-—R"F=ZA=1+—8H 153,876 73,571 1,420 228,867

Annual Report 2017

A

T LEER 119



120

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT
(Continued)

Owner-occupied leasehold land located in Hong
Kong and the PRC is included in property, plant and
equipment because the allocation between the land
portion and building portion cannot be made reliably.

The carrying value of property MEZEREERR

comprises:

Properties located in: IR T3 B 2 W3 -
Hong Kong B
PRC a2l

During the year ended 31st March, 2017, the
directors conducted a review of the Group’s assets
and determined that the assets of a subsidiary were
impaired because it is expected that these assets will
not generate future benefit to the Group. Accordingly,
impairment loss of HK$588,000 (2016: HK$1,325,000)
has been recognised in respect of those assets.

Oriental Watch Holdings Limited

13. M5 » WBRREH

HRUREFERTEZEZEEAEE
Tz LAY RABF E D T RER 52
WwEn  MEETERBEELHITIEA
MR - WS KERE -

2017 2016
—E—tF — N
HK$’000 HK$’000
FHET TEIT

137,534 140,365
11,718 13,511
149,252 153,876

REBEE-_ZT—tF=A=+—HLHF
B ESHASENEEETRIL
ErT—HWBARIMEES RE "
BAAEBHZEEESTEAAERE
EREFZE - At - ERREEERE
25 1B /85 18 588,000 8 ;T(— T — /X
£ :1,325,000/87T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R B

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

14. INTERESTS IN ASSOCIATES 14. (FEEE AT 2 FEH

Cost of investments in unlisted RIELMEE AR Z

associates TE AR
Exchange adjustment ME H I8 B
Share of post-acquisition profits, FE/GULEEE R -

net of dividends received kR E W B

Included in the cost of investments is goodwill of
HK$15,381,000 (2016: HK$14,144,000) arising on
acquisition of associates.

Details of the Group’s associates at 31st March, 2017
and 2016 are as follows:

Proportion

Place of of ownership

incorporation interest

Name of associate and operation 2017 & 2016
Fir 8 RERE 2= L A

o i AR 3L K% —E—tHFR

BENTER EE B —E-XREF
TFEEERN AR AR Taiwan 40%
NFERBRODBRAR /& 40%
XFTEEERAR D AR AR Taiwan 40%
KIBE®RRODBRAR /& 40%
mATEERR M AR AR Taiwan 40%
BN ARAR /& 40%

Annual Report 2017

2017 2016
—E—+F AN S
HK$’000 HK$ 000
FET TFET

30,201 30,201
(245) (3,405)
6,543 8,354
36,499 35,150

WEKAF IR B S AR mE
A 7 215,381,000 T (=ZZF— <
£ 14,144,000 7T) ©

AEEBERARR_ZE—+tFRK=-F
—RNFZA=+—HZHBOT :

Proportion
of voting
power held
2017 & 2016 Principal activity
BEZ
REREL B
—E—tER
TE-AREF XEER

40% Watch trading
40% FERLE3H

40% Watch trading
40% FEAKH

40% Watch trading
40% FEREH

u)e-]

—tFFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

14. INTERESTS IN ASSOCIATES (Continued)

Aggregate information of associates that are not
individually material

The Group’s share of profit and ~ ANEBEE(EF L E2HE
total comprehensive income W e 42 %8

Aggregate carrying amount of
the Group’s interests in these
associates

fat 2 AFTRRmE(E

15. INTERESTS IN JOINT VENTURES

Cost of investments in unlisted  R3ELTALERFIZ
joint ventures RE KA

Exchange adjustment ME 5, B

Share of post-acquisition profits  FE{E UsBE 18 % A

Amount due from a joint venture JEUW —FfEI& & AT IB

(note a) (Htita)

122 Oriental Watch Holdings Limited

14, (& QR 2 B ()

UHBRHER2BE QAR 2ETER

2017 2016

R sl - %

HK$’000 HK$’000
FHET TEIT

AEEEZEHRERRZ

2,558 892
36,499 35,150
BEQTZER

2017 2016

S EEl -7
HK$’000 HK$’000
FHAT FHT
21,794 21,807
(1,839) (588)
4,918 22,248
24,873 43,467

- 71,339

24,873 114,806
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R B

For the year ended 31st March, 2017

BE—F—+tF=HA=1+—HLFE
15. INTERESTS IN JOINT VENTURES 15. EEE DRI 2 =S
(Continued)
Details of the Group’s joint ventures at 31st March, REBESZ AN _E—LtHFR=-ZF
2017 and 2016 are as follows: —NFZA=T+—RZFBET :
Place of
incorporation Proportion of Proportion of Principal
Name of joint venture and operation ownership interest voting power held activity
LB L &
RENTRER EEMY FERERLH FEZRERELA TEER
2017 2016 2017 2016
—E—+fF “E—RE —E—tF “E—RF
EREXBRERAA The PRC 40% 40% 40% 40% Watch trading
(“Huimei”) (T ]) FE (note b) (note b) F kA
(Hizth) (Hiatb)
ERBHRERAA Macau - 45% - 45% Watch trading
(“Hei Tung”) ([E R ]) B (note a) (note a) FEREEHH
(Hita) (Hizta)
Notes: et
() At 31st March, 2016, the Group held 45% of the paid-in capital (@ RZZE—AREF=ZA=+—080 xEEHF

of equity owners of Hei Tung. Hei Tung was jointly controlled
by the Group and the other significant equity owner by virtue
of contractual arrangements between the two equity owners.
Therefore, Hei Tung was classified as a joint venture of the
Group. At 31st March, 2016, the amount due from Hei Tung
amounting HK$71,339,000, was unsecured, interest free and
had no fixed repayment term.

On 7th September, 2016, Keen Time Enterprises Limited
(“Keen Time”), a wholly-owned subsidiary of the Company (as
vendor), entered into an agreement with Smart Group Limited
(“Smart Group”), an independent third party, pursuant to which
Smart Group will acquire 45% interest of Hei Tung and the
amount due from Hei Tung of HK$66,839,000 from the Group
at a total consideration of HK$83,441,000. During the year, the
Group has received repayment of amount due from Hei Tung
amounting HK$4,500,000, and the remaining amount due from
Hei Tung amounting HK$66,839,000 has been assigned to
Smart Group with a deed of assignment loan completed on 7th
September, 2016. The transaction of disposal of interest in Hei
Tung was completed on 17th November, 2016.

(b)  The Group holds 40% of the paid-in capital of Huimei. Huimei
is jointed controlled by the Group and the other significant
equity owner by virtue of contractual arrangements among
equity owners. Therefore, Huimei is classified as a joint venture
of the Group.
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BERBEEEABBBRARZ45% - 2
RAMEREERAZHETLZAOR
PR AEEES —BAREREEG AH

R4 ) IJH: ﬁ%%iﬁﬁﬁiﬁz/ﬁ

““T R-ZT—XE=ZA=+—8 "
EH&;%ZWHH 339,000 7T & K
s BWEETEERY -

R=ZZE—X"FNLAtR ARARZEE
MEAREREEFRAR([ER] £
ABEH)EBYE=HARELERAR(A
K DET L - Bt - BEERAEE
WEER45%ER NERE R ZHA
66,839,000 7T + #X{E /483,441,000
BIL e FRN - AKBEEKREBEKERZ
FXIE 7 38 54,500,000 7T © 8 K FE U
ﬁ%z* 866,839,000/ 8 tE HEF &
& MEBERRBEER-_Z—XRFh
AtHEXK -HERZERILERS
ERZZ—R"F+—A++tHZEK -

REBFEEXEHIRAZ40% ° Ex
BxREREE A 2RI 2 & NIRRT
RASEES S REEEE ARLRE
H o Bt BEEXSBRAEBEZAER
Al e

4)51

—tFFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—ZE—+tFE=F=+—HIFE

15. INTERESTS IN JOINT VENTURES
(Continued)

Included in the cost of investments is goodwill of
HK$3,874,000 (2016: HK$4,070,000) arising on
acquisition of Huimei during the year ended 31st
March, 2012.

Aggregate information of joint ventures that are
not individually material

The Group’s share of (loss)
profit and total comprehensive
(expense) income

Aggregate carrying amount of the AEEHZEAEA
ArtEREE

Group’s interests in these joint FE
ventures

16. AVAILABLE-FOR-SALE FINANCIAL
ASSETS

AEE RN (EE) N &
2E(FAX) kB

15. hEE R Rl 2R #)

RERAFBIEEARBE_T—=F
A=+t HLEFEAKBEZME
4 2 23,874,000 L(ZF — X
£ : 4,070,000/ 7T) °

YHBRERZEE AT ZETER

Listed investments kA
Equity securities listed in Hong ~ RE&EE L 2 RAES
Kong (note a) (Biata)
Unlisted investments ELEMIRE
Managed fund portfolio (note b) EBEELKEHEAE
(Htizb)

Oriental Watch Holdings Limited

2017 2016

R sl - %

HK$°000 HK$’000

FAT FHT

(728) 2,566

24,873 43,467

16. IHLESHEE

2017 2016

R sl - %

HK$°000 HK$’000

FAT FHT

91 93

6,015 5,432

6,106 5,625
RARTEEERAF



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B SR M

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

16. AVAILABLE-FOR-SALE FINANCIAL 16. AItHESREE @)

ASSETS (Continued)

Notes: Kiaz:

(@) At the end of the reporting period, all the equity securities (@) REFRHKR G IEREB LT ZRAE
listed in Hong Kong are stated at fair values, which have been FRAFEAR  MATEDZRER
determined with reference to quoted bid prices in an active MBIz EABEE -
market.

(o)  The managed fund portfolio as at 31st March, 2017 and 31st by RZE—tF=A=+—BEK=-ZF—~X
March, 2016 comprises of unlisted investments. The fund is F-A=t+—HzERBESKREHEGE
stated at fair value with reference to the quoted market prices FEIELEMRE - B IS ZEERER
provided by brokers which are financial institutions. Z e REEIRH s MISRERATE

HIHR o
17. INVENTORIES 17. &
2017 2016
S el = %
HK$’000 HK$’000
FET FET
Watches Fik 1,256,715 1,553,602
Accessories and parts B 14 fe ER 44 19,182 15,926
1,275,897 1,569,528
18. TRADE AND OTHER RECEIVABLES 18. ES R EMEWERR
2017 2016
—E—+tHF —ZFE-RF
HK$’000 HK$’000
FET FET

Trade receivables B 5 EWER R 91,351 88,852

Property rental deposits MERSES 11,465 16,530

VAT recoverable AU [ 2 SE{E AR 2,744 2,610

Advances to other suppliers m) L b (i FE P EA K 767 489

Receivable from a joint venture B —REAZE QA ZEX

(note) (Ht7E) - 5,185

Other receivables Hh 8 W BR 5K 4,181 3,419

110,508 117,085

Note: The amount represented reimbursements receivable from a Htat R BIERE —ERBE L ER—EE

joint venture under a procurement arrangement (see note 32 ERAZER(AHEI2()) °

(@)

Annual Report 2017

A

T - LETH 125



126

18. 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 ARie

0 to 30 days 02 30H

31 to 60 days 31£60H
61 to 90 days 61E290H
Over 90 days 90 HIA £

About 93% (2016: 97%) of the trade receivables that
are neither past due nor impaired are recovered within
one month after the end of the reporting period. No
provision has been made for trade receivables for both
years.

Included in the Group’s trade receivable balances
are debtors with an aggregate carrying amount of
HK$6,047,000 (2016: HK$2,979,000) 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 60 days (2016: 60 days).

Oriental Watch Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

18. EZ R E Mt RWIRR (@)

AEBHEMBERPEITTHEIBI0
Bz —REEHRR TEEFHEMN
BT  WTITREZFRURTNZ
BURIRBEZ AR RGO

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FAET FET

85,304 85,873
2,705 1,168
334 180
3,008 1,641
91,351 88,8562

BARBEATNARRE B 5 EWRERFKF
#4193% (ZZ—7RF : 97%) R 2R
Re—EAARKE - MEFEHSE®
B 5 EWERFGTREHE -

REBEFRBEFEHRETERR
4 {E6,047,0008 (=& — /N F -
2,979,000% 7T ) < FE W BR 3K - T %
ZRWEFRERAEBHELREER
ARFHRBEEEREE - NEEIT &
MZEERTEEMERR - ZFE
WK FHERAGOR(ZE—R
F:60H) -

RAXRTEBEBRQA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B SR M

For the year ended 31st March, 2017

BE-_E—+tF=ZF=1+—HILFE

18.

19.

TRADE AND OTHER RECEIVABLES
(Continued)

Aging of trade receivables which are past due but
not impaired

31 to 60 days 31 2 60 H
61 to 90 days 61 2= 90 H
Over 90 days 90 B E

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 variable interest
rates ranging from 0.01% to 0.43% (2016: 0.01% to
1.10%) per annum.

Annual Report 2017

18.

19.

BESREMEWERTE)
EOHERBEES EKER>
BE
2017 2016
—E—t& —T—RE
HK$’000 HK$’000
FBT FET
2,705 1,158
334 180
3,008 1,641
6,047 2,979

HRBELRETAHREIBI65H 2
EWERR — MU E - AEE
ST AR B 365 B 2 FEUR BRZ G
IREBEE -

AEBYESAEERBREFER -
EERBROBNZE2RZGHFHRE
E o

RITEHRRRE

RITHRBEACEEASEMRFRS
MEREIBAA=Z@ASATIIZZH
FFENFO0IEZE043E(ZF
—NE001EE1.10E);TFBEZE
HASRITIZ 3K o

A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B 2R Y

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

20. TRADE AND OTHER PAYABLES

20. EZ R EAENIRK

2017 2016

—E—+tF —T—RF

HK$’000 HK$’000

FET FET

Trade payables B O EMNER 52,427 102,881
Payroll and welfare payables JERTE RER| 7,665 6,638
Commission payables ERAE 2,267 4,328
Advances from customers HFEERR 3,838 12,611
Renovation work payables FERT BT TIZAR X 1,164 3,163
VAT and other taxes payables JET I E R K B A B IR 10,520 8,631
Advertising fee payables ENESE 1,569 3,666
Interest payables FERTF B - 208
Property rental fee payables ERMERS 566 7,425
Other payables H b FE AR R 7,819 7,203
87,835 156,754

AT RE 5 EMNRFRN 2RI RIZE
SHHZ2ZREDT

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

2017 2016
—E—+tF AN S
HK$’°000 HK$’000
FET FHET

Age IR R
0 to 60 days 0&260H 42,977 91,816
61 to 90 days 61290 H 1,604 127
Over 90 days 90 HM 7,846 10,938
52,427 102,881
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B SR M

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

21. BANK LOANS 21. RITER
2017 2016
—S—+t& —ET—REF
HK$’000 HK$’000
FET FET
The bank loans are repayable SRITE AR AT HAME
as follows (based on the EE(KBERZTE

scheduled repayment dates set ZFEFEERH) :
out in the loan agreements):

Within one year —F R 67,906 138,511
Within a period of more than —FRERFAN
one year but not exceeding
two years 20,667 64,460
Within a period of more than MERERFERN
two years but not exceeding
five years 22,167 12,000
Within a period of more than hF&
five years - 1,667
110,740 216,638
Comprising: BIE -
Amount due within one year R—FE KRR H 2z I8
shown under current liabilities Gl mrEBE) 67,906 138,511
Amount that are not repayable BN 2RI RET
within one year from the end —FRNEEERSE
of the reporting period but EREBIRR ZHNIA
containing a repayment on (N RRBEE)
demand clause (shown under
current liabilities) 13,667 17,667
Total amount shown under AERBEE A
current liabilities 48 81,573 156,178
Amount shown under non- S AEIERBBE 2 FKIA
current liabilities 29,167 60,460
110,740 216,638
Analysed as: DA -
Secured BEHEA 17,667 21,667
Unsecured R 93,073 194,971
110,740 216,638
At 31st March, 2017, the Group pledged certain RZZE—+tF=HA=+—8 " &x5E
leasehold land and buildings with an aggregate carrying ERRITE R EREES 91,340,770
value of HK$91,340,770 (2016: HK$93,654,000) to BT (ZE—7F : 93,654,000 7T)
banks to secure bank loan facilities granted to the ZETHETHMRETF - MEATRE
Group. EEFRRITERRE 2K -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

21. BANK LOANS (Continued)

All bank loans carrying interest at variable rates, mainly

comprising:

Loans carrying interest at:

Hong Kong Interbank
Offered Rate (“HIBOR”) plus
1.80% per annum

HIBOR plus 1.75% per
annum

the People’s Bank of China
benchmark interest rate per
annum

Bank’s cost of funding
(quoted by bank) plus
1.75% per annum

Bank’s cost of funding
(quoted by bank) plus
1.50% per annum

Taipei Interbank Offered
Rate (“TAIBOR”) plus 1.5%
divided by 0.946 per annum

RUATN A =

21. $RITEF

RITER

R (&)

RIS F B F KRB

EEs(E

EEaE

Effective interest rate per

annum
BERFRE
2017 2016
—E—+iF —E—REF
‘|'§ Zfia’)\ :
HBRTREZER LM
FF|E1.80E
2.27% 2.19%
BEABRITRZEF SN N/A
FF|EA.75FE 2.22% TEA
B ARIRTTAESE
FEHE
N/A T i H 5.63%
IRITELE KA (R ERTT
HWE) INFEF=
1.75E N/ATER 2.54%
RITELE AR (IR ER1T
HRE) INFEFI=
1.50 2 1.94% 2.54%
BERITRIZERE
IFEF R 1.5 ERR A
0.946 2.28% 2.32%

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

Variable rates

Expiring within one year

el

$
/5 e

\
J
N

Oriental Watch Holdings Limited

FRE2IH

RERAK - NREEBUATRERE

2017 2016
—E—+F AN S
HK$°000 HK$'000
FET FAET
1,003,894 1,066,357
EARTEEERAT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fr e B SR M

For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

22. DEFERRED TAXATION 22, EEHIA
The following is the analysis of the deferred tax VAN 7% R VE B 765 BR 3 2 IR RE A0 T 4 B
balances for financial reporting purposes: AT
2017 2016
—E—+tHF —T—RF
HK$’°000 HK$’000
FET FET
Deferred tax assets EETIBE E 73 114
Deferred tax liabilities EETIEAE (1,689) (1,937)
The following are the major deferred tax (liabilities) NTRRAREERNEFREERZFE
assets recognised and movements thereon during the ERLEHRBA(BR)EENREEZE :

current and prior years:

Undistributable

profits of

associates and
joint ventures Others Total

BeEAAR

RERALZ
A 2 KR Hith CL
HK$°000 HK$’000 HK$'000
FET FHET FHET

(note)
(Hiit)
At 1st April, 2015 RZZE—REMA—H (1,755) 306 (1,449)
Exchange adjustment B X A - (13) (13)
Charge to profit or loss RE&E MR (182) (179) (361)
At 31st March, 2016 RZE—RF=ZA=t—H (1,937) 114 (1,823)
Exchange adjustment B KGR - (5) (5)
Reversal of withholding tax payment %@l 2 (8 31F: 771 - 771
Charge to profit or loss REER MR (523) (36) (559)
At 31st March, 2017 R_ZE—+F=A=1—H (1,689) 73 (1,616)
Note: Others mainly represent deferred tax assets for accrued rental Hist B BiESHASH LY ZELERIES
expenses. E °
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22. DEFERRED TAXATION (Continued)

At 31st March, 2017, the Group had unutilised tax
losses of HK$181,759,000 (2016: HK$177,886,000)
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, 2017 are losses of HK$85,712,000
(2016: HK$109,038,000) that will expire in the period
from 2018 to 2022 (2016: 2017 to 2021). Other losses
of the Group at 31st March, 2016 and 2017 may be
carried forward indefinitely.

Under the law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned
by the PRC subsidiaries from 1st January, 2008
onwards. Deferred tax 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$44,431,200 (2016: HK$46,810,000) 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.

Oriental Watch Holdings Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS SRR Y &

For the year ended 31st March, 2017
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IRIERIH (&)

R-_EBE—+F=A=+—H £K&EE
B ARE) AR E 1B 181,759,000 % 7T
— =T — X% :177,886,000%5 T ) 0]
HIEH AR REREE N - AR KREETR
AR S M R - I B Z R E
BAREEERERECHEEE - K=
E—tF=-A=1+—HZABAHB
EBEEBRER_ZE-—N\FE-_FT_—
F(ZE—RF: —_FT—+FE=F
——F )M E M2 &1 85,712,000
B (= F — /N F 1 109,038,0007%8
L) AEBR _ZTE—XER_F
—+tF=ZA=t+—HZHMEETE
PREAAEEE o

BEPREE a-2TNEF—H—
Bie - REHERARMEIRE TR
Bom A 2 B 8BS BN - R
AREB ARG O T ENEB AR Rt
si K| JE {6 T B = 58 44,431,200 T
— TN : 46,810,000/ 7T) Z B
M- BEREBIAARERA R R
BE - MW ERNRE Y BREREER
ERERTIREE R AR -

RAXRTEBEBRQA
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23. SHARE CAPITAL

Ordinary shares of HK$0.10 each

Authorised:
At 1st April, 2015, 31st March,
2016 and 31st March, 2017

Issued and fully paid:
At 1st April, 2015, 31st March,
2016 and 31st March, 2017

23. B
Number of
shares Amount
R4 E k|
HK$’000
FHET
SR®EE0.10 BTz
=il
JARE
R-ZZE—RFMA—AH
—E—RFE=H
=t—BRZZFE—LF
=A=+—H 1,000,000,000 100,000
BEEITRHE -
R-ZZE—RFMWMA—A8
—_T— /\ﬂE A
=t+t—BRZZE—tF
—A=+—8H 570,610,224 57,061

24. SHARE-BASED PAYMENT TRANSACTION

(@) 2003 Share Option Scheme

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 “2003 Share Option Scheme”).
The 2003 Share Option Scheme was valid for a
period of ten years commencing on the adoption

date on 3rd November, 2003.
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24. LR ARER Z2ARRES

(a) —SS=FERETE

BEARIN_ZEZE=F+—AH
—HBRTZREFAZ LA
ZEBRERR  NR AR
EEE( D =FERES

2|JJ) _Z\T iﬁﬁﬂxﬁ%ﬁriﬂ =2
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24. SHARE-BASED PAYMENT TRANSACTION
(Continued)

(a) 2003 Share Option Scheme (Continued)

Under the 2003 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 trustee of the eligible persons or a company
beneficially owned by the eligible persons. The
purpose of the 2003 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. 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 Listing Rules. The
exercisable period is determined by the directors
of the Company, which shall not be more than
ten 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.

Oriental Watch Holdings Limited
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24, URGBEBERB2HARRZ (&)

(a)

—ER-FRRESE(E)

BE_TT=FERES B
RIEARTAKRERARRFE
B2 RrRkZ AR ZH B AR
ZEMES - EE BH ¥
F - HERKERA  GEBA
T2 ERAREERALTES R
BZRR s — BT =FRERAET
ZIEEWSI RIEBEFAS RE
AT - LHBRSEHAEE 2
EBREEELER - BRI LT
A BRIEEEE AR RIREHR
o BRREM+ =@ A 8E
W EEBRATTESERT SR
BB BE(BBITRESTET)
AHBBANRBNRZ T @A H
WHRE—BZEBITRA1%Z
B - ITFEHRA R RESE
E o ETNSBBERE BB
T4 - Br] B IEERERITEA]
WERA 2 &EHR - 17
MRS R 2 B RITEEBAEER
NT=FFR &R

(@ —HERPEE

(b) BRI B I8 B BT 52
5B RERHE2SRY
Wi R

) BORERRLERAD
%% B EHIME AR
BRARZEBRFGRE
EO
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24. SHARE-BASED PAYMENT TRANSACTION
(Continued)

24. LR ARER AR Z (@)

(a) 2003 Share Option Scheme (Continued) (a) —ES=FBERETE(Z)

On 6th April, 2011, 32,300,000 share options were
granted and on 29th August, 2011, 23,000,000
share options were granted under the 2003 Share
Option Scheme. The options may be exercised
by the grantees at any time during the option
period up to the termination of employment. All
share options vested immediately at the date of
grant. The estimated fair values of the options
granted on these dates are HK$44,855,000
and HK$48,698,000, respectively. The closing
prices immediately before the date of grant were
HK$3.95 and HK$4.38, respectively.

Details of specific categories of options are as
follows:

Number of

share options

Date of grant granted Exercisable period
ERH
R EH BREBE TTEHRE
6th April, 2011 32,300,000 6th April, 2011
to 5th April, 2021
—T——FMmMAKA 32,300,000 —E——FMWMARBZE
—E-_—FMAARH
29th August, 2011 23,000,000 29th August, 2011
to 28th August, 2021
—E——%/\A=ZTAhA 23,000,000 —F——F/\ A
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“tNAEZF=—F

NAZ+N\H

RZZE——FM@MANA IR
BT -FHEREE
32,300,00017 i IR HEE X 1 -
mR_ZE——FN\A=+NAB "
23,000,000 17 & A% # & & H -
AR AR R BB AR HA I B R 1T 5
BE  BEERIEERABL - AT
EEREARLERARES -
Nz % B 2 B 2 fhat
NF1E 2 Rl A& 44,855,000 7% 7T
X 48,698,000 7T » B &
ERAMZKTESD R A3.95%
TN 4.38B7TC °

FrEBIERERI ZFFBENT ¢

Original Adjusted

exercise exercise

price price

per share per share

BB KR

BRITHEE BRITEE

HK$4.13 HK$3.44

(note i)

413787 3448 T

(Biati)

HK$4.80 N/A

4.807% 7T TEA
—E-—tEER
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24. SHARE-BASED PAYMENT TRANSACTION 24.

(Continued)

(a) 2003 Share Option Scheme (Continued)

The following tables disclose movements of the
Company’s share options granted under the
2003 Share Option Scheme held by directors,
employees and consultants during the years

ended 31st March, 2016 and 2017:

Share options granted on 6th April, 2011

Categories of
participants

SEEE
Directors of the
Company

Other employees
Consultants (note ii)

Total

136

ARBEE

HipfE g
B (A aEi)

Oriental Watch Holdings Limited

RGO RER 2RI H #)

(a)

—ER-FRRESE(E)

TREBRBE_ZT—RFR=
E—+tF=A=+—HILFER
B EERERAFEREC
T =FRREEIER L 2

NEIEEE

R-ZE——FOANARHZ

B

Number of

shares
under option Number of
outstanding at shares under
1st April, 2015 option
and Reclassified outstanding at
31st March, during 31st March,
2016 the year 2017

R-Z-HEFDA
—BR=B-RF R-B—tF=A
=B=+-A8 =t+—BXRTE
RTEEREIR BRESRZ
ZRBHAE FREHIE RGO EE
14,520,000 (3,000,000) 11,520,000
14,400,000 — 14,400,000
2,640,000 3,000,000 5,640,000
31,560,000 — 31,560,000
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24. SHARE-BASED PAYMENT TRANSACTION 24. LR AERZFEHXE &)

(Continued)
(@) 2003 Share Option Scheme (Continued)

Share options granted on 29th August, 2011

Categories of participants

SEEE

Other employees HinfE 8
Consultants (note ii) BARI (BTt i)
Total st

Notes:

(i) The number of shares under the outstanding options and
the exercise price have been adjusted upon the bonus
issue of shares in July 2011 on the basis of one new
ordinary share for every five ordinary shares held.

(i) The share options were granted to consultants for
services rendered in exploring investment opportunities
for the Group.

The 2003 Share Option Scheme expired on 2nd
November, 2013. The options could be exercised
by the participants at any time during the option
period and notwithstanding that the 2003 Share
Option Scheme had expired.

Annual Report 2017

(a) —ES=FERETEE)

R-FE——F A=+ NHEH
ZHERE

Number of
shares under
option
outstanding at
1st April,
2015,

31st March,
2016 and
31st March,
2017
R-B—FHEF
mA—A
=t Ak
=A=+—-HRK
—E—+F=8
=+—BRTE
BRESRZ
KRB

18,000,000
5,000,000

23,000,000

Kt

() RIOTEBEREZRZBHEER
TEBER-Z——FtAKRE
A T E B R R — BT R
fi% 2 EAERCR AT AR E R -

(i) %EBREDETERE ERHE
REEEZRIRER S FARHER
B2z mk -

“EE_FEREAIER-F
—=F+—A-HER BE-
ZR_FRREATCEER -
S 6135 {3 AT 70 B A A B e B e
TTERBRHE -

“E-tLtFER
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24. SHARE-BASED PAYMENT TRANSACTION
(Continued)

(b) 2013 Share Option Scheme

Pursuant to an ordinary resolution passed at the
annual general meeting of the Company held on
13th August, 2013, a new share option scheme
was adopted with effect on 3rd November, 2013
(the “2013 Share Option Scheme”) after the expiry
of the 2003 Share Option Scheme.

Under the 2013 Share Option Scheme, options
may be granted to (i) any director, employee
or consultant of the Group or a company in
which the Company holds an equity interest or a
subsidiary of such company (“Affiliate”); or (i) any
discretionary trust whose discretionary objects
include any director, employee or consultant
of the Group or an Affiliate; or (iii) a company
beneficially owned by any director, employee or
consultant of the Group or an Affiliate; or (iv) any
customer, supplier or adviser whose service to
the Group or business with the Group contributes
or is expected to contribute to the business or
operation of the Group. The purpose of the 2013
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 2013 Share
Option Scheme as at the date of this report is
57,061,022 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 Listing Rules. The
exercisable period is determined by the directors
of the Company, which shall not be more than
ten 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:

Oriental Watch Holdings Limited
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24, URGBEBERB2HARRZ (&)

(b)

S-S EBRAHE

BEAATINR-_ZE—=FA
+T=ARTREAFARE LB
BrEBRER  RTZT=
ERERTEIERE - —TER-Z
—=F+—A=BHERZHER
BB —=FERE
2 )R o

BIE - —=FERESE
BIRER T () NEBHAA T
BEBRAEZRZZ ARISZAFZ
B AR(BEBRR ) ZEM
EF - ESSHEMB H(i)Ta
ABREAEBE BB QR ZEM
BE  REEIEBZEEEEE
L (i) A AEE L E A A
ZIEMESE - EEXBEHERE
B2RAF F(v)BARERSH K
S B2 EERG mE KB A
EEERRELEELERZ
FREF - HEmKER - —F
— = FHEREE B ERS Rt
BEFSAS REMAL - LARED
FEHRRE 2 EBREEED
Bt RARERE  —T—=
FRERERTEIE T A HET 2R
17 488 A57,061,022 0% - 1B 1%
ETRREA - BRIFEEVE A DRI
RitfE - BRIAER =18 A &
MR BERATTSERTY
MRMHEE (BTG TET)
AHEBBARTRZT=EAH
MHR%E—BZEETRA1% 2
BAE - 1TFEH I BRARRES
BT T EHBREEREH B
1F - AR iEBREETE
RINERE 2 REHR - 176
BREREN2ERTEERSE
RIAT=FR Z2HEEE
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24. SHARE-BASED PAYMENT TRANSACTION 24, IR AREBZARKRZ (E)

(Continued)
(b) 2013 Share Option Scheme (Continued) (b) —E—=FBERETEE)
(a) the nominal value of one share; (a) —IEMDEE
(o) the closing price per share as stated in the (o) BMHMNELEEBEBZA
Stock Exchange’s daily quotations sheet on HEREXRMBZ TR
the date of grant; and meE: &k
(c) the average closing price per share as quoted ) BOREERLEBRNA
in the Stock Exchange’s daily quotations (BN =R RSl =
sheet for the five business days immediately BERABz2BRTFHKS
preceding the date of grant. B
The 2013 Share Option Scheme will remain in T —FEREFEBE—ER
force until 2nd November, 2023. »-BEE-E-_=F+—H=H
RIE e
No option was granted, exercised or lapsed under BT =—FERETSERA
the 2013 Share Option Scheme since its effective H-_T—=—F+—H=Hi " #
date on 3rd November, 2013 and there was no EERERE S —=FERE
outstanding share option as at 31st March, 2017. FFEIE W  1TEREER - R
—ET—+F=ZA=+—HMEX
ITEREARHE o
No share-based payment expense was recognised for HE_T—RXFERZT—tF=A
the years ended 31st March, 2016 and 2017 in relation =+—HIEFE  BERRIRED
to share options granted by the Company. 2 BREER ARG BEM 2 A KFH

%o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B Rk M

For the year ended 31st March, 2017

BE—ZE—+tFE=F=+—HIFE

25.

26.

CONTINGENT LIABILITIES

As at 31st March, 2017, the Group issued financial
guarantees to banks in respect of banking facilities
granted to associates. The aggregate amount that
could be required to be paid if the guarantees were
called upon in entirety amounted to NT$200,000,000
(equivalent to HK$51,800,000; 2016: NT$200,000,000
and equivalent to HK$47,600,000), which was fully
utilised by these associates at 31st March, 2017. The
fair value of the financial guarantee contracts at the
grant date is not significant and in the opinion of the
directors, the default risk of associates at 31st March,
2016 and 2017 is considered as low.

OPERATING LEASE ARRANGEMENTS

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as
follows:

Within one year —FR
In the second to fifth years
inclusive

Over five years

M)
HiEhF

Oriental Watch Holdings Limited

25.

26.

E_EERF(BRER

HREE

R-_BE—+FE=A=+—H &
EpieE AR ERZRITHRER
BRITELHBER  RZF —
FZAZ+—H RWEXRE2H
REERBAUEETINZRLE
¥ & ®200,000,0007T(H % B
51,800,000/ 7T : — T — X F:
¥ & #200,000,0007C © ¥ #H F R
47,600,000 87T ) E EZ FH & A A
A  UBEREHVRELHER
ZAFEITEKN  BEERAHE
RERZE—AREFERZE—+tF=A
=t—HAzEREREMR -

REHERS

REBMR - AEBEDAEHERRE
ARG R EHE XN REHEER
H - BHIANT

2017 2016

R sl - %
HK$’000 HK$°000
FAT FHT
145,379 230,390
138,048 218,670
36,715 68,683
320,142 517,743
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26. OPERATING LEASE ARRANGEMENTS 26.

(Continued)

Operating lease payments represent rentals payable
by the Group for certain its shops and office premises.
Leases are negotiated for a term ranged from 1 to
8 years (2016: 1 to 8 years). Some group entities
are required to pay lease charges based on a fixed
percentage of net sales.

27. CAPITAL COMMITMENTS 27.

Capital expenditure in respect MEFTERREE
of the acquisition of property, B TS SR 2R N B 2 R
plant and equipment M - B RREZ
contracted for but not provided EARFX
in the consolidated financial
statements

28. RETIREMENT BENEFITS SCHEMES 28.

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.

Annual Report 2017

KREBEZH#E)

REHERREAEBREET O/
ERREYMERN zEE - HERTE
ZEHNF1ESF(ZT—RF 1
E8F) A THEBEERARHEETF
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BARERE

2017 2016
SEEl -7
HK$’000 HK$'000
FAT FHT

132 1,000

RIRBRETE

AEEXERMARERER(ER
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28. RETIREMENT BENEFITS SCHEMES

(Continued)

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.

In Hong Kong, the Group participates in a defined
contribution schemes, of which one scheme is
registered under the Occupational Retirement Schemes
Ordinance (the “ORSO” Scheme) and the other is
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$1,500 to an individual, which
contribution is matched by the employee.

Oriental Watch Holdings Limited
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He — I 8RB B R RET 8K
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SEMEESH -
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AERZREES  #RALXAREEE
KEFEZ25%E15%  HFERAEE
Z RIS FHE ©

ERBEEFEZKE - AEEIRE
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28.

29.

BE-—F—FtF=H=1—HIFE

RETIREMENT BENEFITS SCHEMES
(Continued)

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.

The total cost charged to profit or loss of
HK$5,833,000 (2016: HK$6,830,000) 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 shareholders through
the optimisation of the debt and equity balance. The
Group’s overall strategy remains unchange from prior
year.

The capital structure of the Group consists of net debt,
which includes bank loans disclosed in note 21 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 payment of dividends,
new share issues as well as issue of new debts or
redemption of existing debts.
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28.

29.

RIRBRIFT B2

ARBTEMNBARZIEE BT EH
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HH - RRFEMEHRES - AKH
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—FT— X% : 6,830,000 7T ) 5K
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AEEEREER  URFRAEEHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

Financial assets S EE E
Loans and receivables ERNEWER(BE

(including cash and cash
equivalents)

Available-for-sale financial AtEEemEE
assets
Financial liabilities TERAE
Amortised cost B SHA AR

Financial risk management objectives and policies

The Group’s major financial instruments include
available-for-sale financial assets, amount due from
a joint venture, 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.

Oriental Watch Holdings Limited
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30. FINANCIAL INSTRUMENTS 30. €@ T H
Categories of financial instruments ERITEER

2017 2016
—E—+tF —E—RF
HK$°000 HK$'000
FET FET

740,722 572,599

6,106 5,525

168,733 338,310
MERAREEREBERBE

AEEZIEZeRMIABEAIHLE
TREE  BR—HEEEQREA -
B 5 REMEWARR - |RITAEBRNE
% BHREMENERFALRTE
Ko ZFeMTEZHFBREBREN
AW - BZEER T AERER
BREMERERESRR - A =R
AEMEERRR)  EERR R
BoREk o TXHEImMAEEZFR
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2 DAREGR M FB ROt REVEE 2
H i o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

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 conducts 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 variable-rate bank loans 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 HIBOR and the
People’s Bank of China benchmark interest rate arising
from the Group’s bank loans.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—FE—tF=HA=1+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Interest rate risk (Continued)
Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for bank loans
at the end of the reporting period. The analyses are
prepared assuming that the bank loans outstanding at
the end of the reporting period was outstanding for the
whole year. A 50 basis points (2016: 50 basis points)
increase or decrease is used for bank loans 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 (2016: 50 basis points) higher/lower and all
other variables were held constant, the Group’s post
tax profit for the year ended 31st March, 2017 would
decrease/increase by HK$554,000 (2016: post tax loss
would increase/decrease by HK$1,083,000).

For bank deposits, no sensitive analysis is performed
as the exposure to interest rates for bank deposits is
considered as insignificant.

Other price risk

The Group’s available-for-sale financial assets at
the end of the reporting period exposed the Group
to equity price risk. The management manages this
exposure by maintaining a portfolio of investments
with different risk profiles. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued) 30. €T H#)

Financial risk management objectives and policies
(Continued)

Credit risk

The Group’s maximum exposure to credit risk which
will cause financial loss to the Group due to failure
to discharge an obligation by the counterparties and
financial guarantees provided by the Group is arising
from:

° the carrying amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position; and

e the amount of contingent liabilities in relation
to financial guarantee issued by the Group as
disclosed in note 25.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual trade debt at 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 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.
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30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

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, 2017, the Group
has available unutilised short-term bank loan facilities
of HK$1,003,894,000 (2016: HK$1,066,357,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment terms. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay.
Specifically, bank loans with a repayment on demand
clause are included in the earliest time band regardless
of the probability of the banks choosing to exercise
their rights. The maturity dates for other non-derivative
financial liabilities are based on the agreed repayment
dates. The table includes both interest and principal
cash flows. The amounts included below for variable
interest rate bank loans are subject to change if
changes in variable interest rates differ from those
estimates of interest rates determined at the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—FE—tF=HA=1+—HIFE

30. s T H#E)

BEREERERERE(E)
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued) 30. €T E#®)
Financial risk management objectives and policies BEEREERERBKR(E)
(Continued)
Liquidity risk (Continued) HEELEE(E)
Liquidity and interest risk tables BB % RFIFE RS Z%
Weighted
average  On demand Total
effective  or less than 1tod  3Imonths 1to5 undiscounted  Carrying
interest rate 1 month months to 1 year years  cash flows amount
EYY RERY FERRE

BRiZ  OMER (53R OfEREIE 125 RE4E EiE
HKS000  HKS000  HKS000  HKS000  HKSOO0  HK$O00
Tér TEr Tér TAL TEL TéL

217 ZE-tf
Non-derivative financial 7% 2RER
liabilities
Trade and other payables B ARZRERER NATER 48,543 1,603 7847 - 57,993 57,993
Bank loans & 1.94% — 2.28%
(note) (#72) 18,438 23,267 42,198 29,781 113,684 110,740
66,981 24870 50,045 29,781 171,677 168,733
Financial quarantee contracts  HIBERAS) NARER 51,800 - - - 51,800 -
2016 i S
Non-derivative financial ~ ¥E2RERE
liabilities
Trade and other payables  BRREGEMES  NATER 108,500 5,450 7,722 - 121,672 121,672
Bank loans BER 1,06% — 5.63%
(note) (42 23,03 57,013 78,798 61,281 20,125 216,638
131,533 62,463 86,520 61,281 341,797 338,310
Financial quarantee contracts  STEERAL NATER 47,600 - - - 47600 -
Note: The management made the best estimation of variable-rate Wit BRESZER-_ZT—tFR=_T—F
borrowings with reference to HIBOR and the People’s Bank of ZA=T—BZBEARITRAEFERF
China benchmark rate as at 31st March, 2017 and 2016. B ARBITEENRELZFEEEZ R
et -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—FE—tF=HA=1+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Liquidity risk (Continued)
Liquidity and interest risk tables (Continued)

The amounts included above for financial guarantee
contracts are the maximum amounts the Group could
be required to settle under the arrangement for the full
guaranteed amount if that amount is claimed by the
counterparty to the guarantee. Based on expectations
at the end of the reporting period, the Group considers
that it is more likely than not that no amount will be
payable under the arrangement. However, this estimate
is subject to change depending on the probability of
the counterparty claiming under the guarantee which is
a function of the likelihood that the financial receivables
held by the counterparty which are guaranteed suffer
credit losses.

Bank loans with a repayment on demand clause are
included in the “on demand or less than 1 month” time
band in the above maturity analyses. As at 31st March,
2017, the aggregate undiscounted principal amount
of the bank loan with a repayment on demand clause
amounted to HK$13,667,000 (2016: HK$17,667,000).
Taking into account the Group’s financial position,
the directors do not believe that it is probable that
the banks will exercise their discretionary rights to
demand immediate repayment. The directors believe
that the bank loans will be repaid in four years (2016:
six years) after the reporting date in accordance with
the scheduled repayment dates set out in the loan
agreement. At that time, the aggregate undiscounted
principal and interest cash outflows will amount to
HK$18,438,000 (2016: HK$23,033,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies

(Continued)

Liquidity risk (Continued)

Liquidity and interest risk tables (Continued)

2017
Bank loans

2016
Bank loans

Weighted
average
effective
interest rate
EYH

RRAZ

“§-tf

O 1.94%

Weighted
average
effective
interest rate
il 387
ERAZ

“E-0E
ﬁﬁ%%

{155 2.29%
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MHEBREEBEEREE(E)

mEBELEE(E)

REEL RFIFEREBRIZ (E)

Total
1t03 3 months to 1to5  More than undiscounted Carrying
months 1 year years 5years  cash flows amount
FERRE
1538  3EAZ1F 1558 SENL REAE KaE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT FAT AT
1,084 3,223 14,131 - 18,438 13,667
Total
1t03 3 months to 1to5  More than undiscounted Carrying
months 1 year years 5years  cash flows amount
FERRS
123  3BAZ1E 1858 SENL RELR ]
HK$'000 HK$'000 HK$'000 HK$ 000 HK$ 000 HK$'000
AT AT AT AT TATL AT
1122 3,333 16,902 1,676 23,033 17,667
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For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

30. FINANCIAL INSTRUMENTS (Continued) 30. €@ T E#)
Fair value of the Group’s financial assets that are BREEMBEEUQAFEFEZELEE
measured at fair value on a recurring basis EREEZAFYE
Some of the Group’s financial assets are measured REFAR AEEHFHDRMEENU
at fair value at the end of the reporting period. The NYEFTE o TRIBREBBWMETE
following table gives information about how the fair HEESRMEE N EEHNER -

values of these financial assets are determined.

Relationship of

Fair value  Valuation techniques Significant unobservable inputs
Financial assets Fair value hierarchy  and key inputs unobservable inputs  to fair value
FUEERANER
SHEE A¥E AVERE GERSRIZBANE EXTUBZRANE LATEZEE
2016
I N
HK$'000
AT
() Available-for-sale 91 9 Level 1 Quoted bid prices in -~ N/A N/A
financial assets — an active market
listed investments,
equity securities listed
in Hong Kong
At HESHER - 218 ERTRMERCEAE TER Oy lii
LhRE  REELD
LRAES
(i) Avallable-for-sale 6,015 5432 Level 2 Quoted market prices ~ N/A N/A
financial assets — provided by brokers
unlisted investments, which are financial
managed fund institutions (note)
portfolio
AftHESHEE - 20 fFREECEEHMER TER il
FLmikE  BEES {2 mEREE)
RERA
Note: Quoted market prices provided by brokers which are financial Bt VERERZ S REBIREZMEREE
institutions represent the net asset values of the respective ERBEREERERMIS 2 Al B RMRE
funds, based on the observable quoted prices of the underlying BECEESEAEFE -

investments in active market.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—E—+tF=F=+—HILFE

30. FINANCIAL INSTRUMENTS (Continued)
Fair value of the Group’s financial assets that
are measured at fair value on a recurring basis

(Continued)

Fair value hierarchy at the end of the reporting period:

Available-for-sale financial At HESREE

30. €M IA#E)
BREEMEENATESESAER
SRMEEZATEE)
REREIKR 2 A FAEZERE

2017

.
Level 1 Level 2 Total

B B2/ wmE
HK$°000 HK$°000 HK$°000
FRET FET FET

assets
Listed equity securities TR AR 91 - 91
Managed fund portfolio EBEASIKEMLAS - 6,015 6,015
91 6,015 6,106

2016
ZE-RF
Level 1 Level 2 Total
F14 F2/ BEE
HK$’000 HK$’000 HK$’000
FET FET FET
Available-for-sale financial At HESEE

assets
Listed equity securities EHRAFE S 93 - 93
Managed fund portfolio ERESKREHRS — 5,432 5,432
93 5,432 5,525

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximate to their fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+FE=F=+—HIFE

31. PRINCIPAL SUBSIDIARIES 31. TEHME R A
Details of the Company’s principal subsidiaries, all of RZE—+FR_ZFT—NF=H
which are limited liability companies, at 31st March, =+—H8 ' XRARFTEMBAFTGI
2017 and 2016 are as follows: REBBRAR)ZFBTHT
Place of
incorporation/ Issued and fully paid Proportion of
registration/ share capital/registered nominal value of issued capital/ Principal
Name of subsidiary operations and paid-up capital registered capital held by the Company activities
BLENE-T
i} PEEL feny BRARARRA/HRREHER KAARKERARAEE/ARER LA TEXH

2016 Directly Indlrectly
Y2 EF %

La Suisse Watch Company, ~ Hong Kong Ordinary shares  Ordinary shares 100 100 - — Watch trading
Limited HK$1,000 HK$1,000
RLXTARAA B EER1,0008  EER1000ET FHEH
Oriental Watch (China) Hong Kong Ordinary shares  Ordinary shares - - 100 100 Watch trading and
Company Limited HK$1,000 HK$1,000 investment
holding
Fhkn(vE)ERAT  BR EER1,0008%  EER1,00087T FRESRRERR
Qrigntal Watch Company Hong Kong Ordinary shares ~ Ordinary shares 100 100 - — Watch trading
Limited HK$1,000 HKS$1,000
RhRTARAA 3 EER1,0008T  EER1,000%T FHAH
Qriental Watch (Macau| Macau Ordinary shares  Ordinary shares 50 50 50 50  Watch trading
Company Limited MOP$25,000 MOP$25,000
FhEm(ENARAD B EBR 25000  EAR 25000 FHEH
. S5 R
Sharp Beauty Limited Hong Kong Ordinary share Ordinary share - - 100 100 Investment holding
HK$1 HKS1
ERERAT kb LER1ET ERR1ET RERK
Unex Development Limited ~ Hong Kong Ordinary shares ~ Ordinary shares - = 100 100 Property holding
HK$2 HK$2
FUERARAA Bk LER2ET LRRoET RENE
HEREFAARE5E%  ThePRCnotg)  Registeredand  Registered and - - 100 100 Wateh trading
/3] (Shanghai Oriental paid-up capital  paid-up capital
Watch International 1S$200,000 1S$200,000
Trading Co., Ltd.)
HEEBRTEREAER AR iftkeaEx  EfRE4ER TS
N 200,000% 7 200,000%7
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31. PRINCIPAL SUBSIDIARIES (Continued)

Place of
incorporation/ Issued and fully paid
registration/ share capital/registered
Name of subsidiary operations and paid-up capital
AL/ B/
i} PEEL SEny BRARARRA/HRREHER

EnE7(PE)E5ERAT ThePRC nofe)  Registeredand  Registered and
(Oriental Watch (China) paid-up capital ~paid-up capital
Trading Co, Ltd) USS54000,000  USE54,000,000

FhEA(PE)EAERAT  PEMZ) MRoEER  EfRESER

54000000575  54,000000%7

82 H5)E5ERAF  ThePRC(nof)  Registeredand  Registered and
paid-up capital paid-up capital

US$9,180,000 1S$9,180,000

hEf) AMEEAEs  AfiREEER

9,180,000 % 9,180,000% T

Note: These companies were established in the PRC in the form of
wholly foreign-owned enterprise.

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.
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31. TEMBE AT (#)
Proportion of
nominal value of issued capital/ Principal
registered capital held by the Company activities
KAAREERARAEE/AREAZLA TEER
Directly Indirectly
EE I3
2016 2016
IENE TENE
% %
- 100 100 Watch trading
Fais
= 100 100 Watch trading
FHEH

Hiat ZERRRTEAIEBERE L
BX3L
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31. PRINCIPAL SUBSIDIARIES (Continued) 31. FEMB AT &)
At the end of the reporting period, the Company has RERHPER AR BAHAEEmME
other subsidiaries that are not material to the Group. WIERZHMMMBRF o KEH%
A majority of these subsidiaries operate in Hong Kong, ENBRARINEE PHEEKAER
the PRC and Taiwan. The principal activities of these o ZEMBRR 2 EEHEFBHBE
subsidiaries are summarised as follows: N
Principal activity Principal place of business Number of subsidiaries
FEEK FTEXBHE MEARHE
2017 2016
—E—tF —T-RF
Watch trading Hong Kong 1 1
FERH 0
Taiwan 1 1
25 g
R /=
2 2
Investment holding Hong Kong 9 9
TEER BB
The PRC 1 1
a3
10 10
Inactive Hong Kong 16 16
RIS iy
The PRC 1 1
rh
17 17
29 29
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32. RELATED PARTY TRANSACTIONS

(@ In April 2012, the Group entered into a
procurement agreement with Hei Tung, pursuant
to which the Group provided procurement services
to Hei Tung relating to the supply of watches and
spare parts for no consideration. The procurement
agreement was effective from 1st April, 2012. At
31st March, 2016, reimbursements receivable
from Hei Tung amounted to HK$5,185,000 (2017:
nil).

(b) 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:

Short-term benefits 52 HAtE A
Post-employment benefits B2 127

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

(a) AEER-_Z——FMHAHEER
RN —MERERE - Bt A&
EEEnESRRREEFHRRE
2 RERE - KEHHEE =T
——FOA—HRBER - R=F
—R"NF=ZA=+—H EkKE
B2 8T8 55,185,000 % 7T
Tt FE) o

(b) TEEEBARBZHHE

TEEEBABRANARES -

FAZEZHIOT
2017 2016
—E—tF —ET—RF
HK$’°000 HK$’000
FET FET
14,990 14,113
1,076 1,581
16,066 15,694
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33. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Non-current assets

Property, plant and equipment
Investments in subsidiaries
Available-for-sale financial assets

Current assets
Amounts due from subsidiaries
Bank balances and cash

Current liabilities
Other payables
Amounts due to subsidiaries

Net current assets

Net assets

Capital and reserves
Share capital
Reserves (note)

Total equity

HRBEE

ME - R RE
RHB AR ZIRE
AHHESRHEE

RBEE
JRE U5 B I8 1 B IR
RITHEBNER

RBEE
HL{h & 5 BR X
JEAT Bt 8 2 B kIR

RBEEFE
BEERE
BEXR#E
[N

et (Haz)

ERAE

158 Oriental Watch Holdings Limited

33. QT MBIk R

2017 2016
Sl -7
HK$’000 HK$’000
FHT FHT
694 867
649,595 122,626
3,809 3,203
654,098 126,696
332,745 855,278
565 568
333,310 855,846
2,740 1,240
91,051 89,121
93,791 90,361
239,519 765,485
893,617 892,181
57,061 57,061
836,556 835,120
893,617 892,181
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st March, 2017
BE—F—+tFE=F=+—HIFE

33. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (Continued)

Note:

Movements of the Company’s reserves during the current and the
prior year are as follows:

33. AR TR 2 AR R TE)

AARBERAFERBEFEZ2EFHNT

Share Capital Asset
Share option redemption Contributed revaluation Retained Dividend
premium reserve reserve surplus reserve profits reserve Total
Re&E BRERE SAEERE  BARR SEEMEE  FEEN 0 RERE CH)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FET FHET FAT FHET FHET
At 1st April, 2015 RZE-REMA—H 549,396 83,554 425 122,183 1,348 68,624 1,426 826,956
Change in fair value of EHESREEL
available-for-sale NTEEE
financial assets - - - - (92) - - 92)
Profit for the year ENEH - - - - - 10,252 - 10,252
Total comprehensive FrzE(F)hE
(expense) income for peke
the year - - - - (92) 10,252 - 10,160
2015 final dividend paid ~ BiRE-Z—REKH
Ba _ _ = = = - (1,426) (1,426)
2016 interim dividend paid BIRE =T EHH
RS - - - - - (570) - (570)
2016 final dividend T SN 3
proposed 8 - - - - - (1,426) 1,426 -
At 31st March, 2016 RZE-7~%=AR
=1-H 549,396 83,554 425 122,183 1,256 76,880 1,426 835,120
Change in fair value of NHNESHERL
available-for-sale ATEZE)
financial assets = = = = 606 = = 606
Profit for the year FREF - - - - - 3,397 - 3,397
Total comprehensive ENEZANEEE
income for the year — — — — 606 3,397 — 4,003
2016 final dividend paid ~ BIREZE—RERH
&S = - - - - - (1,426) (1,426)
2017 interim dividend paid ERE=F—+FHRE
e - - - - - (1,141) - (1,141)
2017 final dividend BE-F—tERH
proposed 3} = = - - - (2,282) 2,282 -
2017 special dividend BE=Z—t 557
proposed a5 - - - - - (17,118) 17,118 -
At 31st March, 2017 RZE—+%=A
=1-H 549,396 83,554 425 122,183 1,862 59,736 19,400 836,556

The contributed surplus arose as a result of the
difference between the aggregate net tangible
assets of the subsidiaries by the Company and the
nominal amount of the Company’s shares which were
issued to acquire those subsidiaries under the group
reorganisation in 1993.

Annual Report 2017

BABKREARRMBAREATLE
EREER-NAN=FREEEEA
RBEEZENB AR MEITZAAA]

Bz 2BEEEME CZRMESE °

A

—tFER

159



160

FINANCIAL SUMMARY

MBRE

RESULTS

Revenue

Profit (loss) before
taxation

Income tax
expense

Profit (loss) for the
year

Attributable to:

Owners of the
Company

Non-controlling
interests

Profit (loss) for the
year

ASSETS AND
LIABILITIES

Total assets
Total liabilities

Equity attributable
to owners of the
Company

Non-controlling
interests

Year ended 31st March,
BE=A=+—HLEFE

2013 2014 2015 2016
=F== —E—NFE —FT—RHFE T F
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
EF
W5 3,732,925 3,476,513 3,109,031 3,031,752 3,142,295
B % AT 4 )
(&E) 185,963 29,964 9,650 (12,717) 25,449
TS i
(23,366) (9,516) (5,317) (3,042) (9,352)
F N (E51E)
162,597 20,448 4,333 (15,759) 16,097
AT AL :
VIN/NCIEZF =N
162,597 20,605 4,508 (15,528) 16,383
FEFE A% HE 25
— (157) (175) (231) (286)
F N (E51E)
162,597 20,448 4,333 (15,759) 16,097
At 31st March,
MN=BA=+—8
2013 2014 2015 2016
—ET—=F —FT-—NFE —T—FHF —ZF—RHF
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
EEREE
BERE 3,082,092 2,859,107 2,706,073 2,533,582 2,354,738
BEEE (854,142)  (641,092) (494,282) (376,010) (207,724)
2,227,950 2,218,015 2,211,791 2,157,572 2,147,014
ZIN/NCIEZ =N
JE{G R
2,227,950 2,216,462 2,210,452 2,156,518 2,146,006
FE 472 A% HEE 25
= 1,553 1,339 1,054 1,008
2,227,950 2,218,015 2,211,791 2,157,572 2,147,014

Oriental Watch Holdings Limited
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