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The Board of Directors of Oriental Watch Holdings Limited
(the “Company”) is pleased to announce the unaudited
consolidated results of the Company and its subsidiaries (the

“Group”) for the six months ended 30th September, 2013 Zﬂi%ﬁ&?é%éﬁ@lﬂ_ ——FREHz
together with the comparative figures for the corresponding L FmT

period in 2012 as follows:

CONDENSED CONSOLIDATED STATEMENT BRGEEERAEMEEKER

OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
For the six months ended 30th September, 2013 BE—F—=FANA=1HINEA

(Unaudited)
Six months ended

(REXR)
BZAA=1THILAEA
30th 30th
September, September,
2013 2012
—E—= —T——F
hB=+AH NA=1H
Notes HK$’000 HK$’000
it FET FET
Turnover LR 1,710,146 1,795,280
Cost of goods sold SHER A (1,401,135) (1,456,023)
Gross profit EF 309,011 339,257
Other income and gains E A A Mz 13,562 16,759
Distribution and selling expenses 7 5 M $5 & 5 sz (118,210) (119,582)
Administrative expenses G (169,799) (154,062)
Finance costs =YD PN (11,741) (16,731)
Share of results of associates JEAGE S N T 2 ¥ 4E (48) 1,538
Share of results of joint ventures JE(E & & RN A2 24 3,852 304
Profit before taxation BR B A A A 4 26,627 67,483
Income tax expense FISHiA > 5 (6,820) (15,343)
Profit for the period B A 19,807 52,140
Other comprehensive income B 2Ekam(Fx)
(expense)
ltems that may be subsequently HiEr[gEEHHDESE
reclassified to BmcIEE -
profit or loss:
Exchange difference arising MEBINEISPTE &
on translation of foreign B H EFE
operations 9,908 983
Change in fair value of AHEESHEEL
available-for-sale financial N EEE
assets 91 (55)
Other comprehensive income for EiRE b2 MUz
the period 9,999 928
Total comprehensive income for B2 E Uz 4258
the period 29,806 53,068

Oriental Watch Holdings Limited

Interim Report 2013



CONDENSED CONSOLIDATED STATEMENT GG EEREMEERER

OF PROFIT OR LOSS AND OTHER (4&)
COMPREHENSIVE INCOME (Continued) B B
For the six months ended 30th September, 2013 BEZF—=FANA=THIANEA
(Unaudited)
Six months ended
(RERK)
BZEAA=1THILAKEA
30th 30th
September, September,
2013 2012
—E—= —F——F
NA=+H NWA=+H
Note HK$000 HK$'000
orz3 FET FET
Profit (loss) for the period FEMREARR T (E518)
attributable to: N
Owners of the Company KAalEB A 19,935 52,140
Non-controlling interests FEERRAE A (128) —
19,807 52,140
Total comprehensive income FEGHIRN 2 E = (R
(expense) for the period ) 4%
attributable to: N
Owners of the Company KAalEB A 29,949 53,068
Non-controlling interests FEIERR (143) —
29,806 53,068
Earnings per share B & A 7
— Basic o 7 3.49 HK cents 1l 9.14 HK cents 31l
— Diluted — B8 3.49 HK cents 71l 9.14 HK cents 751l
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CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
At 30th September, 2013

AR S B B AR R R

K=E—=#AA=+A

(Unaudited) (Audited)
(REZ) (EFT=%)
30th 31st
September, March,
2013 2013
=F—= —_F—=
hA=+AH —A=+—H
Notes HK$’°000 HK$’000
k=3 FET FET
Non-current assets EMBEE
Property, plant and equipment I - R RERE 8 288,698 292,244
Deposits for acquisition of W2 - e ek
property, plant and equipment - 3,091 238
Goodwill PEEES 1,674 —
Interests in associates ap: NIl £ 37,316 37,965
Interests in joint ventures el YNl - 9 99,302 95,067
Available-for-sale financial assets At HE SR EE 14,106 14,015
Deferred tax assets R IEE E 1,191 1,387
Property rental deposits mERSZES 46,575 30,509
491,953 471,425
Current assets mENEE
Inventories FE 1,943,911 2,060,287
Trade and other receivables H 5 Kk E M EW IR 10 163,052 167,923
Taxation recoverable AR I8 11,815 9,236
Bank balances and cash RITEHRKLIAS 406,413 373,221
2,525,191 2,610,667
Current liabilities mEaE
Trade and other payables 2 5 M H A AR IR 11 203,897 159,251
Taxation payable FET IR 1,680 6,964
Bank loans RITER 12 330,093 393,451
535,670 559,666
Net current assets mENE EFE 1,989,521 2,051,001
Total assets less current liabilities BELAEBER TS EE 2,481,474 2,622,426
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CONDENSED CONSOLIDATED STATEMENT ERSRESMEMRRAERE)
OF FINANCIAL POSITION (Continued)

At 30th September, 2013 RZFE—=FNA=+H
(Unaudited) (Audited)
(REX) (F&E|%)
30th 31st
September, March,
2013 2013
—E—=F —E-=4%F
AB=+AH =A=+—H
Notes HK$°000 HK$’000
HiaF FET FET
Non-current liabilities EREBEE
Bank loans IRITE 12 247,500 292,500
Deferred tax liabilities RIEFHIEEE 2,134 1,976
249,634 294,476
Net assets BESE 2,231,840 2,227,950
Capital and reserves BN FE
Share capital fi% 7R 13 57,061 57,061
Reserves s 2,173,147 2,170,889

Equity attributable to owners of

the Company RNARHEB ANEIG#ER 2,230,208 2,227,950
Non-controlling interests FEIE R 1,632 —
Total equity s 1B 2,231,840 2,297,950
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CONDENSED CONSOLIDATED STATEMENT G AEREE X
OF CHANGES IN EQUITY

For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA
Attributable to owners of the Company
KOARENER
Share  Capital Asset Non-
Share Share option redemption  Capital revaluation ~ Special Translation  Retained  Dividend controlling
capital  premium  reserve  reserve  resenve  reserve  reserve reserve profits  reserve Total interests Total

Bt BHER RRERE EARDHE  ERGR EEEMER  GORE  BERE  REM  REGR it FERER &if
HKS000  HKSO00  HKSOOD  HKSO00  HKSOO0  HKSO00  HKSOOD  HKSO00  HKSOOD  HKSTO00  HKSOOD  HKST00  HKSO0D
it Tt B TERt BT FET FET FE TEL TR Bt T TE

(Note (a)
At1st Apr, 2013 (audte)  R=F-=EMA-A
(21) 0BT 549006 835n 425 - 9,33 5180 GG 1412812 28531 220790 - 2201950

Exchange diference aisngon ~ £E AN EHAEL 2

ranslation of foreign operations % £ - - - - - - - 9923 - - 9923 (19) 9908
Bxchenge diference released  HEfFHE-FBELT

upon deemed disposal ofan ~ BERELEE

associate - - - - - - - % (29) - - - -
Change n fair value of avallle- - T E£BEE 70T

for-sale financiel assets o) - - - - - 9 - - - - 9 - o1
Proft oss) forthe period Bmiafl(5E) - - - - - - - - 199 - 1993 (128 19807
Tota comprehensive income. - 2 Eh%EE

for the period - - - - - il - 9,948 19910 - 29,949 (143) 29,806
Aoouistion of a subsiolary Y- BB - - - - - - - - - - - 2615 2615
Deemed acquistion of addtonal £ EAE-EHEAF,

interests n a subsidiary BMERTHD)

fote ) - - - - 840 - - - - - O ) -
2013 final dvidend paid z - - - - - - - - - (28531 (28531) - (28,531)
2014 interim divicend declared - - - - - - - - (4.280) 4280 - - -
At 30th September, 2013 RZ5-=FNA= 1A

(unaudited) (%%H) 57,061 549,39 83,554 42 840 9,425 5,180 91605 1428442 4280 2230208 1632 2,281,840
At 1st Apr, 2012 (audted)  RZF-ZEMA-A

(imz#) 57,061 549,396 83,554 2% - 4587 5,180 73386 1290,198 8581 2092228 - 209228

Exchange diference aisng o~ AEENERAEL 2

franslaton of foreign operations X £ - - - - - - - 9%3 - - 9%3 - 93
Change n fair value of avalable- T/ HEAREE YL

for-sale financial assets 1FESE - - - - - (55) - - - - 59) - ]
Proft for the perod B - - - - - - - - R - R - R
Total comprehensive ncome. AR ENEEE

for the period . . . . . 5 . ® 5 - R - R
2012 e didend pai REE-E--ERERE - - - - - - - - - P - mE
2013 nterim cvidend ceclved  2EF-F-ZERERE - - - - - - - - (1142 11 - - -
At 30th September, 2012 NE-ZENAZTH

(unaudited) (%2#) 57,061 549,39 83,554 42 - 4532 5,180 74319 1,330,886 1412 2,116,765 - 2,116,769

Oriental Watch Holdings Limited

Interim Report 2013




CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (Continued)
For the six months ended 30th September, 2013

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 Company 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 Li Loong becoming a subsidiary of the Company
in May 2013 (see note 16), in September 2013, the Group further
subscribed 6,000,000 shares of Li Loong for a cash consideration
of TWD60,000,000 (equivalent to HK$15,698,000). The Group’s
equity interest in Li Loong was increased from 90% to 96%. This is
accounted for as a deemed acquisition of additional interests in a
subsidiary.

HAGEREEBRE)

BE _FE—=FNA=—1HI A

Hret

(@)

AEEZFHRERBRARTCHTRAEE
EARBRBE-NN=ZFETEEZAMUKE
ZRABHTRAREZ ZBMAREARZ
FrhllE o s B PTERITIE R B 2 B R R e
RIEEEEH - BRZEARIEHERAME
2R

RAOEE—_TE—=ZFRAARARRAR ZH B
RI(RME16)%  RZT—=FNA &%
B % — 428 6,000,000 i HBER ) - WS
& &% & 1 60,000,000 7t (F5 7 15,698,000
BIL) e REERNBEZREHAIRIEMINE
96% ° WU 2 ABRDIVER MBI EE — T B A
A2 BEIMERS ©
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CONDENSED CONSOLIDATED STATEMENT
OF CASH FLOWS
For the six months ended 30th September, 2013

Net cash from (used in) REEBEL (PR 2
operating activities e FEE

Investing activities WEE
Interest received 2R B

Y B — PR B 2 )
WEMR - WEEK

4
WHEE - Has &

Acquisition of a subsidiary
Purchase of property,

plant and equipment
Deposits paid for acquisition of

property, plant and equipment B PARE R
Deposits received in respect HEWE - s &
of disposal of property, Rz BEWES

plant and equipment

Advance to a joint venture m—EEE R R

Net cash used in investing WEEGFIEZ
activities ReFR

Financing activities BEED
New bank loans raised FERITER
Repayment of bank loans EERITERK
Dividends paid AR
Interest paid ERNEUESS

Net cash (used in) from BE R (FIFE)MESE
financing activities e FE

Net increase in cash and cash RekFERRSBEHZ
equivalents HANFER

Cash and cash equivalents Bz Re kER
at beginning of the period WEIER

Effect of foreign exchange EXEH o w8

rate changes

Cash and cash equivalents at the Hi#& 74 M ERIIRS
end of the period, represented IHE - ARTTERK
by bank balances and cash ReERE

Oriental Watch Holdings Limited

BHHGERERER

BE _FE—=FNA=1HI~MEA

(Unaudited)
Six months ended

(REZK)
BERLA=1THL~XEA

30th 30th

September, September,

2013 2012

—E—= —_EF—=

hB=+H NLA=+H

Note HK$°000 HK$’000
Kzt FET FAET
204,165 (27,240)

661 1,343

16 13 —
(14,729) (14,056)
(3,091) (5,498)

— 8,680
— (42,724)
(17,146) (52,255)

208,426 703,031
(320,694) (448,430)
(28,531) (28,531)
(13,575) (18,218)

(154,374) 207,852

32,645 128,357

373,221 206,605

547 998

406,413 335,960
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
For the six months ended 30th September, 2013

1.

Basis of preparation

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
(“HKAS”) “Interim financial reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) as well as
with the applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

Principal accounting policies

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments, which are measured at fair values.

The accounting policies and methods of computation used in the
condensed consolidated financial statements for the six months
ended 30th September, 2013 are the same as those followed in the
preparation of the Group’s annual consolidated financial statements
for the year ended 31st March, 2013, except for the following
accounting policies which are adopted by the Group during the
current interim period as they have become applicable to the Group.

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:

o 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;

o liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 “Share-based payment” at the
acquisition date (see the accounting policy below); and

o assets (or disposal groups) that are classified as held for sale
in accordance with HKFRS 5 “Non-current assets held for sale
and discontinued operations” are measured in accordance with
that standard.

B AR S B 7 B 2R Y =

BE _FE—=FNA=—1HIEA

mBREE

BRGEMBRRDRBEEFMAe([HE
BEAE DARMG BB EN(ETES
FHERDE4R PR B RE | REBEA
RBMARRRER EMRAIK 16 2 E A
RERTEMAMRER

ETEEHEE

BRETERTAURAFESEIN  HRAKREEH
TEMRAR TH IR 2 PR AN ELAE AR -

HEZZ-—=FNA=+THILNEAZERE
EUBmMRRBZEFRR R E AR RR
AEBHE—FT-=F=-A=1t—HILFEZ
FEEAVBREMKBERR - AT
BERSN - ZE G BEEBRANRAER - B0
7 o H) B 2 AR S B ER A

FEBEG

EBWBRARBEANR - EBAMhEEZ
REBRLFEFE  MATFEDEAEEFRE
REE  AKERBKBTREEAREZR
AR AR E SR RIIE T R R IT 2
BRWE R Z AFEAME - WEBHERKA
—REELERNBRER

KRB R - PrUE R BRI E MR E R AR
HRAFERR - ETIISERI

. ELERBEERBBENREESRNEZ
HEMZEERBEDRIREBEEEER
HERIF 12K [ SN REBEERE
195k [ B B M | iR MG &

o RUIER - WUWETT RN AERON
R P AR B AR BERN N RE
PR R B AR RER N KL
Pz EBEIRETR  BREFEVE
WEERE 25 [ AR (D R AT 2 50
AE(ATXEEE) + &

. REBEWHRERNF R FEHE
ZIRBEERDRILEEER AR
FFHEZBE(RHEEE)REZE

AETE -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

2.

Principal 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 of the acquisition-
date amounts of the identifiable assets acquired and the liabilities
assumed. 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 entity’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
standard.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss. Amounts arising from interests in the acquiree prior to
the acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such
treatment would be appropriate if that interest were disposed of.

Oriental Watch Holdings Limited
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

2.

Principal accounting policies (Continued)
Business combinations (Continued)

In addition, in the current interim period, the Group has applied, for
the first time, the following new and revised HKAS(s), Hong Kong
Financial Reporting Standards (“HKFRS(s)”), amendments and
interpretation (“HK(IFRIC) — INT”) (hereinafter collectively referred to
as the “new and revised HKFRSs”) issued by the HKICPA:

Amendments to HKFRSs Annual improvements to HKFRSs

2009 — 2011 cycle

Amendments to HKFRS 7 Disclosures — Offsetting financial
assets and financial liabilities

Consolidated financial statements,
joint arrangements and disclosure of
interests in other entities: Transition

guidance

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

HKFRS 10 Consolidated financial statements
HKFRS 11 Joint arrangements

HKFRS 12 Disclosure of interests in other entities
HKFRS 13 Fair value measurement

HKAS 19 (as revised in 2011) Employee benefits
HKAS 27 (as revised in 2011) Separate financial statements

HKAS 28 (as revised in 2011) Investments in associates and joint
ventures

Presentation of items of other
comprehensive income

Stripping costs in the production
phase of a surface mine

Amendments to HKAS 1

HK(IFRIC) — INT 20

New and revised standards on consolidation, joint arrangements,
associates and disclosures

In the current interim period, the Group has applied for the first time
HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011)
and HKAS 28 (as revised in 2011) together with the amendments
to HKFRS 10, HKFRS 11 and HKFRS 12 regarding the transitional
guidance.

The impact of the application of these standards that is relevant to
the Group is set out below.

FE%F HH II‘/-\
BE—F

2.

BB HRMEE 2

—=FAA=FHILNEA
TEGHBE )
EHEO(E)

s
mEES

RARHEE  AEEEERERT

SR AERM I RSB EES
uﬂiB'J FEM B MEER([EEM B RELE
A1) - BRI AKRZE(EE(FRIC) — RE )
(ATHBERIFITRRETREMBERSE
EUND

FRUBMERR(BIIA) BEHBREER
—TTNEFE
—T—FHRZ
FERE
ERMBHREERE 7T WE — BHERE
CHEN) ENERBaE
EEUBRELREI0F - FEFBERE
BRI EERSE 1 ;z?ik&%&&a,ﬁJ i
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1258 (3T K) 3l
BERUBRERNFEI0H HREMBER
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

2.

Principal accounting policies (Continued)

New and revised standards on consolidation, joint arrangements,
associates and disclosures (Continued)

Impact of the application of HKFRS 10

HKFRS 10 replaces the parts of HKAS 27 “Consolidated and
separate financial statements” that deal with consolidated financial
statements and HK(SIC)-INT 12 “Consolidation — Special purpose
entities”. HKFRS 10 changes the definition of control such that an
investor has control over an investee when (a) it has power over the
investee, (b) it is exposed, or has rights, to variable returns from its
involvement with the investee and (c) has the ability to use its power
to affect its returns. All three of these criteria must be met for an
investor to have control over an investee. Previously, control was
defined as the power to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. Additional
guidance has been included in HKFRS 10 to explain when an investor
has control over an investee.

As a result of the adoption of HKFRS 10, the Group has changed its
accounting policy with respect to determining whether it has control
over an investee. The adoption does not change any of the control
conclusions reached by the Group in respect of its involvement with
other entities as at 1st April, 2013.

Impact of the application of HKFRS 11

HKFRS 11 replaces HKAS 31 “Interests in joint ventures”, and
the guidance contained in a related interpretation, HK(SIC) — INT
13 “Jointly controlled entities — Non-monetary contributions by
venturers”, has been incorporated in HKAS 28 (as revised in 2011).
HKFRS 11 deals with how a joint arrangement of which two or more
parties have joint control should be classified and accounted for.
Under HKFRS 11, there are only two types of joint arrangements
— joint operations and joint ventures. The classification of joint
arrangements under HKFRS 11 is determined based on the rights
and obligations of parties to the joint arrangements by considering
the structure, the legal form of the arrangements, the contractual
terms agreed by the parties to the arrangement, and, when
relevant, other facts and circumstances. A joint operation is a joint
arrangement whereby the parties that have joint control of the
arrangement (i.e. joint operators) have rights to the assets, and
obligations for the liabilities, relating to the arrangement. A joint
venture is a joint arrangement whereby the parties that have joint
control of the arrangement (i.e. joint venturers) have rights to the net
assets of the arrangement. Previously, HKAS 31 had three types
of joint arrangements — jointly controlled entities, jointly controlled
operations and jointly controlled assets. The classification of joint
arrangements under HKAS 31 was primarily determined based on
the legal form of the arrangement (e.g. a joint arrangement that
was established through a separate entity was classified as a jointly
controlled entity).
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

2.

Principal accounting policies (Continued)

New and revised standards on consolidation, joint arrangements,
associates and disclosures (Continued)

Impact of the application of HKFRS 11 (Continued)

The initial and subsequent accounting of joint ventures and joint
operations are different. Investments in joint ventures are accounted
for using the equity method (proportionate consolidation is no longer
allowed). Investments in joint operations are accounted for such that
each joint operator recognises its assets (including its share of any
assets jointly held), its liabilities (including its share of any liabilities
incurred jointly), its revenue (including its share of revenue from the
sale of the output by the joint operation) and its expenses (including
its share of any expenses incurred jointly). Each joint operator
accounts for the assets and liabilities, as well as revenues and
expenses, relating to its interest in the joint operation in accordance
with the applicable standards.

As a result of the adoption of HKFRS 11, the Group has changed its
accounting policy with respect to its interests in joint arrangements
and re-evaluated its involvement in its joint arrangements. The Group
has amended the terminology from jointly controlled entities to joint
ventures. The investments continue to be accounted for using equity
method and therefore this amendment does not have any material
impact on the financial position and the financial result of the Group.

HKFRS 12 “Disclosure of interests in other entities”

HKFRS 12 brings together into a single standard all the disclosure
requirements relevant to an entity’s interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities.
The disclosures required by HKFRS 12 are generally more extensive
than those previously required by the respective standards. Since
those disclosure requirements only apply to a full set of financial
statements, the Group has not made additional disclosures in these
condensed consolidated financial statements as a result of adopting
HKFRS 12.

HKFRS 13 “Fair value measurement”

The Group has applied HKFRS 13 for the first time in the current
interim period. HKFRS 13 establishes a single source of guidance for,
and disclosures about, fair value measurements, and replaces those
requirements previously included in various HKFRSs. Consequential
amendments have been made to HKAS 34 to require certain
disclosures to be made in the interim condensed consolidated
financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

2.

Principal accounting policies (Continued)

New and revised standards on consolidation, joint arrangements,
associates and disclosures (Continued)

HKFRS 13 “Fair value measurement” (Continued)

The scope of HKFRS 13 is broad, and applies to both financial
instrument items and non-financial instrument items for which other
HKFRSs require or permit fair value measurements and disclosures
about fair value measurements, subject to a few exceptions. HKFRS
13 contains a new definition for ‘fair value’ and defines fair value
as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction in the principal (or most
advantageous) market at the measurement date under current market
conditions. Fair value under HKFRS 13 is an exit price regardless of
whether that price is directly observable or estimated using another
valuation technique. Also, HKFRS 13 includes extensive disclosure
requirements.

In accordance with the transitional provisions of HKFRS 13, the
Group has applied the new fair value measurement and disclosure
requirements prospectively. Disclosures of fair value information are
set out in note 15. The adoption of HKFRS 13 does not have any
material impact on the fair value measurements of the Group’s assets
and liabilities.

Amendments to HKAS 1 “Presentation of items of other comprehensive
income”

The amendments to HKAS 1 require additional disclosures to be
made in the other comprehensive income section such that items
of other comprehensive income are grouped into two categories:
(a) items that will not be subsequently reclassified to profit or loss;
and (b) items that may be subsequently reclassified to profit or loss
when specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same basis
— the amendments do not change the existing option to present
items of other comprehensive income either before tax or net of
tax. The amendments have been applied retrospectively, and hence
the presentation of items of other comprehensive income has been
modified to reflect the changes.

Except as described above, the application of the other new and
revised HKFRSs in the current interim period has had no material
effect on the amounts reported and/or disclosures set out in these
condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

3.

Segment information

The Group’s operation is principally sales of watches. The Group’s
turnover 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 People’s Republic of China
(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
Managing Director of the Group that are used to allocate resources
and assess performance.

The following is an analysis of the Group’s segment revenue and
results by operating segments.
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3.

Turnover
EERE
Six months ended
BEhA=1THLXEA

AEETEREHEBRER - AREZEE
R EER DU ERAE -

AEBEEMEREEEMBIBTSON 2 EE
DEb - DRIRE@EE - Kb)HE - EPIRP
EARAMB(ThE]) - MAEEAEENE
BEKLEZEE - AEERCHASEES
BEERMIBIAMELE RS R RFERREZ
NEBREEFHEED AL -

UATRAREREEN BN 20 BEEER
EBEDIT -

Results
E$
Six months ended
BZEAA=1+RHILEAREA

30th 30th 30th 30th

September, September, September, September,

2013 2012 2013 2012

=-2—= T  ZB-Z=F "—T—_F

HK$’000 HK$’000 HK$’000 HK$’000

FET FET FHET FE&ET

Hong Kong BE 1,154,459 1,182,291 43,963 74,834
Taiwan, Macau and the PRC /& - RPIRAF 555,687 612,989 221 20,590
1,710,146 1,795,280 44,184 95,424

Unallocated other income RO BLEAMUA 661 1,343
Unallocated corporate expenses A<D B S (10,281) (14,395)
Finance costs RhE R A (11,741) (16,731)
Share of results of associates BB E N R 2 EE (48) 1,538
Share of results of joint ventures ~ JE(E&E RN TV ¥4 3,852 304
Profit before taxation BR 3% Bl v ) 26,627 67,483

PaNvi(N

DECEMEERDEEEME  BEKRK - &

Segment profit represents the profit earned by each segment without
allocation of directors’ remuneration, finance costs, share of results
of associates, share of results of joint ventures and unallocated other
income and expenses. This is the measure reported to the Managing
Director of the Group for the purposes of resources allocation and
performance assessment.

All segment revenue is generated from external customers for both
periods.
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NOTES TO THE CONDENSED CONSOLIDATED Bt a MEHRERME#E)
FINANCIAL STATEMENTS (Continued)

For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA
3.  Segment information (Continued) 3. oBERGE)
The following is an analysis of the Group’s assets by operating U TAREEIREEDHE D ZEEDT ¢
segments:
30th 31st
September, March,
2013 2013
—Eg2—= —F—=
hA=+H =A=+—8
HK$’000 HK$’000
FETT FET
Hong Kong BF 1,405,819 1,478,959
Taiwan, Macau and the PRC B R A 1,039,608 1,071,173
Segment total e AR 2,445,427 2.550,132
Unallocated IOl 571,717 531,960
Total assets BEME 3,017,144 3,082,092
4.  Profit before taxation 4. R B A
Six months ended
BEAA=1+RHIEAREA
30th 30th
September, September,
2013 2012
—E—=fF —E—F
HK$°000 HK$’000
FET FET
Profit before taxation has been arrived at after BREEADE M 2B -
charging:
Depreciation of property, plant and equipment Vs - MBS RREITE 23,063 17,801
Directors’ remuneration e 8,774 12,862
Loss on disposal of property, plant and equipment HE&E¥ % - #2E L RE 2 BB - 278
and after crediting: WEFA :
Interest income FBUA 661 1,343
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013 B2 —E—=—FNA=F+HINEA

GRS M HRRMEE)
5. Income tax expense 5. FiS®iBx

Six months ended
BZEAA=1+RHLEAREA

30th 30th
September, September,
2013 2012
-—g2—= —E-_F
HK$’000 HK$’000
FET FET

The charge comprises: THEE
Hong Kong Profits Tax EBENEH 5,556 11,086
Taxation in other jurisdictions EmalEgm o HE 891 3,510
6,447 14,596
Deferred taxation RIS 373 747
6,820 15,343

Hong Kong Profits Tax is calculated at 16.5% on the estimated
assessable profit for both periods.

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

Dividend

During the six months ended 30th September, 2013, a final dividend
of 5.0 HK cents per share, totalling HK$28,531,000, in respect of the
year ended 31st March, 2013 (2012: 5.0 HK cents per share, totalling
HK$28,531,000) was approved at the annual general meeting held
on 13th August, 2013.

On 20th November, 2013, the directors resolved to declare an interim
dividend of 0.75 HK cents per share (2012: an interim dividend of
2.0 HK cents per share) in respect of the six months ended 30th
September, 2013, totalling HK$4,280,000 (2012: HK$11,412,000), to
be paid in cash to those shareholders whose names appear on the
Company’s register of members on 13th December, 2013.

EBFIE R TR R M E AR 2 (f 5t FE R F% A
#16.5%5THE -

Hip AR 2 BB TIIRIE A BAD FOER IR
BITHERFE -

RE

HE-Z—=FAA=+tHL~EAAR 2R
—ZE—=F)\A+=BETZREBFAE L
EREHEE T —=F=—A=+—H8IF
B2 REI BB 5.0/l - & 28,531,000
B ZE—ZF: BR50B W &
28,531,000/ 7T) °

R-E—=FE+—A-+H E=2Z A=K
E-T-ZFAAZTHIEANEARZFHKE
F0.75BI( = ——4F : PEHIREEK2.0
AL - A $£4,280,0008 T(—F — — F -
11,412,000 70) * BUBRES RN F=2F—=
FH+ZRAT=HRINARBIREEMZIRE -
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NOTES TO THE CONDENSED CONSOLIDATED fEH#LZAMBEHREMT &)
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA

7.  Earnings per share 7. BREF

Six months ended
BEAA=TRHLEAREA

30th 30th
September, September,
2013 2012
=E-= —ZT——fF
HK$’000 HK$’000
FETT FET
Profit for the period attributable to owners AESREAREERFZANE
of the Company for the purposes of basic and WA NGB RNEF
diluted earnings per share 19,935 52,140
Number of shares
ROEE
Six months ended
BEhRA=1+HLEAREA
30th 30th
September, September,
2013 2012
—E-—=F —E-_4F
Number of ordinary shares for the purpose of TEEREARENZ EEKEE
calculating basic earnings per share 570,610,224 570,610,224
Effect of dilutive potential ordinary shares BEEETRR T2
— share options — MR = -
Number of ordinary shares for the purpose of FTEEREERS LR EE
calculating diluted earnings per share 570,610,224 570,610,224
The diluted earnings per share for the six months ended 30th HE-_T—=FNLA=+tHEKZZ—ZFNA
September, 2013 and 30th September, 2012 has not included the “tHENEAZERESBANIEBIEARAR
effect from the Company’s share options because the exercise prices AEREsZE  REARBREZITEESR
of the share options are higher than the average market price of the AR MELERZ FHYTHE -
Company during both periods.
8.  Property, plant and equipment 8. M- MBERZE
During the six months ended 30th September, 2013, the Group HE_Z—=FAA=THLEREARN K
incurred expenditure of HK$18,643,000 (2012: HK$26,498,000) to FEEET 18,643,000 TT(=F——F :
acquire property, plant and equipment for its operation. 26,498,000 7T ) LAFE E W3 - Has RREF
HEERR -
The Group has pledged certain land and buildings with an AN B B R 175 4 48 BR T 1B /% 99,438,000
aggregate carrying value of HK$99,438,000 (31st March, 2013: BL(ZE—=F=H=+—H : 100,595,000
HK$100,595,000) to a bank to secure the bank loan facilities granted BILIZETTHREF  UERREERERK
to the Group. RITENFE 2 A -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

AR S B R ML (&)

For the six months ended 30th September, 2013 B2 —E—=—FNA=F+HINEA
9. Interests in Joint Ventures 9. f(HEEAQATZER
30th 31st
September, March,
2013 2013
—EB-Z=F —E—=F
hB=+H =A=+—H
HK$’000 HK$’000
FET FET
Cost of investments in unlisted joint ventures RIELEMEERBZRENR 21,807 21,807
Exchange adjustment Rk 1,203 820
Share of post-acquisition profits FEAE W BB 18 2 5 A 8,553 4,701
31,563 27,328
Amount due from a joint venture (note) Y —MRE & R ZRIEM ) 67,739 67,739
99,302 95,067
Note: The amount is unsecured, interest free and has no fixed Wit ZRAAEERE 28 BUWEETEE

TH e AEBRHZAIAER 2GR
A+ EARBE - Bt ZKAETS
DERBIRBEE N_FT—=F=A
=+—H  ZFENEAUBHRRKN
BIUIABZS -

repayment term. The Group expects the amount would be
settled after twelve months from the end of the reporting
period and therefore classifies the amount as a non-current
asset. The amount at 31st March, 2013 was presented in the
consolidated statement of financial position as a separate line

item.

10. Trade and other receivables 10. ESRHMEWERR
30th 31st
September, March,
2013 2013
—E—= =%
hA=+H —A=+—8H
HK$’000 HK$'000
FETT FET
Trade receivables B S EKERR 128,366 111,656
Receivable from a joint venture (note) Bl —FEEE R B ZERME) 1,091 —
Property rental and utilities deposits WERE R ARREES 12,365 36,625
Advances to apparel suppliers m) AR 2% £ e R 2 5K 347 1,418
Advances to other suppliers M) E b FE B EA R 5,741 3,736
VAT receivables FE W AR 4,012 10,065
Prepaid advertising fee BNESE 2,927 —
Other receivables H b U BR IR 8,203 4,428
163,052 167,923

Note: The amount represents reimbursements receivable from a joint

venture under a procurement arrangement (see note 17).

ZHREERE - ERBLHRKR—AE

BRAZRF(RMRET) ©

RAEXRTEBEEBRDA

TE-ZFPHY XE®RS




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

B AR S B SRR M= (42

BE—F—=FANA=1HINEA
10. Trade and other receivables (Continued) 10. EFRHEMEBWERERE)

The Group maintains a general credit policy of not more than 30
days for its wholesale customers. Sales made to retail customers EERE ZSEHETEURSHET - UTA
are made on a cash basis. The following is an aged analysis of trade BoREWNEINERERZEZAHER DY
receivables presented based on the invoice date at the end of the M-

reporting period:

AEBEHEBBEEFPETTEBI0OBZ R

30th 31st
September, March,
2013 2013
—E-Z=F ZE—=F
hB=+H =A=+—H
HK$’000 HK$’000
FET FETT

Age AR R
0 to 30 days 0F30H 120,109 104,287
31 to 60 days 31260H 3,652 5,169
61 to 90 days 61290 H 2,502 511
Over 90 days 90 B LAE 2,103 1,689
128,366 111,656

11. Trade and other payables 11. EZRHEMESERX

30th 31st
September, March,
2013 2013
—F—= —E—=F
hB=+8 —A=+—8H
HK$’000 HK$’000
FET FET
Trade payables B SRR 120,690 81,453
Payroll and welfare payables eI TE R 25,142 22,274
Commission payables A 7,388 11,979
Advances from customers BEENMNK 10,188 13,630
Renovation work payables FEAT BT T2 BR K 11,468 7,793
VAT and other taxes payables FETISE R R E AT IR 17,007 1,463
Advertising fee payables ENESE 33 1,296
Interest payables FEATFIE 1,033 2,867
Property rental payables EYERS 2,937 7,779
Other payables H b TR SR 8,011 8,717
203,897 159,251
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NOTES TO THE CONDENSED CONSOLIDATED fSE4GSMEHmERMTEE)
FINANCIAL STATEMENTS (Continued)

For the six months ended 30th September, 2013 BE—F—=FAA=1FHINEA
11. Trade and other payables (Continued) 11. EBERHMEMNERMR(E)
The following is an aged analysis of trade payables presented based UTAEESENERRERERIZHZAHE
on the invoice date at the end of the reporting period: S| 72 BEER AT -
30th 31st
September, March,
2013 2013
—E—= —F—=
hA=+8H —A=+—8
HK$°000 HK$’000
FET FEr
Age BRER
0 to 60 days 0ZE60H 105,598 75,965
61 to 90 days 61290H 7,789 179
Over 90 days 90 H I E 7,303 5,309
120,690 81,453
12. Bank loans 12. HRITER
During the six months ended 30th September, 2013, the Group REE_ZT—=ZFhLAZ+HIEAEAR
obtained new bank loans amounting to HK$208,426,000 (2012: NE B EU{S 45 SR 17 B 3REE 208,426,000 75 7T
HK$703,031,000). These new loans are unsecured, carry interest at —Z— 4 703,081,000/ 7C) ° ZEHIL
rates which mainly vary with the People’s Bank of China benchmark ERAEER BN THRBEARRITEERE
interest rate and the average interest rate of short-term bills traded in BEXBMSRAZESFTHNE 2 F G
secondary market in Taiwan and are repayable within one year. B WER—FRER -
13. Share capital 13. B&X
Number
of shares Amount
R EE EE
HK$'000
FET
Ordinary shares of HK$0.10 each BRMEE0.108 T2 BB
Authorised: VETE
At 1st April, 2012, 31st March, 2013 and RZZE——FmMA—H -
30th September, 2013 —T—=f=A=+—H
EZZE—=FhLA=1+H 1,000,000,000 100,000
Issued and fully paid: BETREE
At 1st April, 2012, 31st March, 2013 and R-_ZE——FMA—H -
30th September, 2013 —E—=%=ZA=+—H
RZZE-—=FAA=+H 570,610,224 57,061
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NOTES TO THE CONDENSED CONSOLIDATED fPZ4MBEHREMTE &)
FINANCIAL STATEMENTS (Continued)

For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA
14. Share-based payment transaction 14. LR AEBRZARRS
The Company has share options scheme for eligible directors, RABRARAZEERES B8 - BRH -
employees, consultants, customers, suppliers or advisors of the EE  HERIBHAAILARRFTEZRRZ
Company or a company in which the Company holds an interest or a R ZARRZ AR ZHEB AR R EHEBIRE
subsidiary of such company. ERS
Details of specific categories of options are as follows: SERBIREER ZFEFIT -
Number of Original Adjusted
share options exercise price exercise price
Date of grant granted Exercisable period per share per share
EEBH EREBEREHE wTEHE RESRITHEE RKRBSRITEE
6th April, 2011 32,300,000 6th April, 2011 to HK$4.13 HK$3.44
(note (a)) 5th April, 2021 (note (a))
—ZT——FANA 32,300,000 —E——FMANHEE 413%7C 3.447%7C
(K5t (a) -1 ARA (Wit (a)
29th August, 2011 23,000,000 29th August, 2011 to HK$4.80 N/A
28th August, 2021
—E——FN\AZ+AhH L AY: 4808 7T TEA
—t+thBEE=_ZE=—F
NBZ=-+N\R
Note (a):  The number of shares under the outstanding options and Biit@ : KRTEEREBEB T Z2BROEHBE &
the exercise price have been adjusted upon the bonus TEBERER-_ZE—F LA
issue of shares on the basis of one new ordinary share “t+tN\EBEEHEEEKREBIRER
for every five ordinary shares held on 28th July, 2011. — R T AR 2 B R R AL AR B
YEH A -
The following tables disclose movements of the Company’s share TREBENEBEE-_ZT—=FHNA=1+HE=-Z
options held by directors, employees and consultants during the six —Z—FNA=ZTHILEANEARES - EEKE
months ended 30th September, 2013 and 30th September, 2012: ST p NNy
Share options granted on 6th April, 2011 R-E——FOANABHZBRE

Number of share options outstanding

at 1st April, 2012, 30th September, 2012,

1st April, 2013 and 30th September, 2013
R-ZB-—-—FMA—-H -ZFT——-HAA=+AH"
TE—CZHNA-HAR-FE-=ZFhA=ZTHRK?T

Categories of participants S EEER FERERE
Directors of the Company KAREER 14,520,000
Other employees Hitig s 14,400,000
Consultants (note (b)) BRI (K13t (b)) 2,640,000
Total HaET 31,560,000
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

14.

15.

Share-based payment transaction (Continued)

Share options granted on 29th August, 2011

Categories of participants S EE BRI
Other employees Hitnfg 8
Consultants (note (b)) BRI (Ha2 b))

Note (b):  The share options were granted to consultants for
services rendered in exploring investment opportunities

for the Group.

No share option was granted, exercised or forfeited during the six
months ended 30th September, 2013 and 30th September, 2012.

During the six months ended 30th September, 2013 and 30th
September, 2012, no share-based payment expense was recognised
in relation to share options granted by the Company.

The above share option scheme expired on 2nd November, 2013.
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 which will remain in force for a period of 10 years
from 3rd November, 2013.

Fair value measurement of financial instruments

Fair value of the Group’s financial assets that are measured at
fair value on a recurring basis

Some of the Group’s financial assets are measured at fair value at
the end of the reporting period. The following table gives information
about how the fair values of these financial assets are determined
(in particular, the valuation technique(s) and inputs used), as well
as the level of the fair value hierarchy into which the fair value
measurements are categorised (Levels 1 to 3) based on the degree
to which the inputs to the fair value measurements are observable.

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

AR S B B R M st ()

BE _FE—=FNA=—1HIEA

14.

R=

RGO BERZ RS (#)

REB——FNAZFAARH ZIBKE

Number of share options outstanding
at 1st April, 2012, 30th September, 2012,

1st April, 2013 and 30th September, 2013

T-_fNA-B - E--FAA=1H-
—E-=FfNA-BR-E-=FAA=1A
RITEZBRERE

18,000,000
5,000,000

23,000,000

15.

Matb): BEREDRTER ERERXE
SEERREKSMRAERSEZ

B3 -

BE-_Z-—=FNA=1THEHR=ZZ-ZF1A
=+tHEEREAR  SEEREREERL -
TR -

BE-_ZT—=FNA=+BR-ZE——%FhA
=THEIEANEAR - BERARFTR L 2B
TERER AR (D BEM 2 35X -

TREREAER - —=F+—-A-HE
e ARFRZE-—=FNA+=ZHETZ
BREBFAS LORAFBRESS  R-F
—=FtT-AZHEER ZEESH-F
—=fFt+—AZHBF B REt+F-

ERMIAZATERNE

BERHEEUATHH B2 FEMSMAE
ZAFHE

R|ERR - AEEB D SRMEETDULRFE
AR TREHABMNAEELESREEZ
RHERRAAZGERD REABER)
UERBATEFEGABRBZTEREE
RNYEFEME D Z A FERBEMN(E1ES
BJIZER -

. B1RATEHENEBEREERS
R BT 5 2 3R B (RIS 9% ) 3 B A

&

RAEXRTEBEEBRDA

TE-ZFPHY XE®RS




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

AR S B R R M RE ()

BE_F—=FNA=1HINEA
SMITAZAPENEE)

15. Fair value measurement of financial instruments (Continued) 15.

BEEMBEEURA FHTBZFEALHEE

Fair value of the Group’s financial assets that are measured at

fair value on a recurring basis (Continued) ZRFE(E)
. Level 2 fair value measurements are those derived from inputs . FOMAFEFENREBEREIRE

other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices); and

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

BZBENIN REEXBEMSTE
#(BMERER) SR E(BIREER) B
R A\MBEAEMRSE &

. FEIJ|ATEFAEDREEAILIEER
AERTSERATABERGABER)Z
BERBEBABE 2 HERDFER

inputs). 5o
Fair value as at Valuation Relationship of
30th September,  Fair value technique(s) Significant unobservable

Financial assets 2013 hierarchy and key input(s) unobservable inputs inputs to fair value

RZZ-ZF HERITR EXTAER TURERAHE

SREE NAZTBERZATE AFERE IEBAHE BARE BAVEZEE

(a) Available-for-sale HK$42,000 Level 1 Quoted bid prices in an N/A N/A
financial assets — active market
listed investments,
equity securities listed
in Hong Kong

(a) FAIEHESEEE — 42,0008  F1R ERTSMBMZEAE T#EA TER
ERE  REE LD
ZRAES

(b) Available-for-sale HK$14,064,000 Level 3 Based on the fair value of ~ Price per square metre of  The higher the price per
financial assets — the underlying assets comparable properties square metre, the higher
unlisted investments, of the real estate taking into account the fair value
managed fund portfolio fund which are mainly of location and other
(mainly comprising real investment properties individual factors such
estate fund) whose fair values are as road frontage, size of

derived using direct properties, etc.
comparison method (key

input is price per square

metre with adjustments)

(note)

(b) AIMEHESREE — 14,064,000  £3& REFWEESEEEE HZENEREESS 9 STHREBYS
FLEMRE  BEES (FERREWE HR $ERSHMENRZ . ATESS
REEE(F20ER TEDRAERLEE ABNENEZ BT HA
wEES) (FERABBAREYS  BR

KER(ATTHEE))HE
Fif3) 2 A )

Biar M E R 2 BT 5k EE A
10% + 0 A7 L AT R RIS T8 -
BIERESRAMA 2 BEE G,
B> 58,0008 7T ©

Note: If the price per square metre to the valuation model were 10%
higher/lower while all other variables were held constant, the
carrying amount of the managed fund portfolio would increase/
decrease by HK$58,000.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

15. Fair value measurement of financial instruments (Continued)

There were no transfers between Levels 1, 2 and 3 during the current
interim period.

The directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the condensed
consolidated financial statements approximate to their fair values.

Reconciliation of Level 3 fair value measurements of available-
for-sale financial assets

At 1st April, 2013
Total gain recognised in asset revaluation reserve

At 30th September, 2013 R-—ZE—

Included in other comprehensive income is an amount of
HK$117,000, being gain related to managed fund portfolio classified
as available-for-sale financial assets held at the end of the reporting
period and is reported as part of the changes of the ‘asset
revaluation reserve’.

—ZET—=%F1A—H
NEEEHHEBERZ WS B 117

=FNA=+H

AR S B B R ML (&)

B2 —E—=—FNA=F+HINEA
15. @BMIAEZAVEFEE)

RAREER - £1 - F
B o

2 N5 3 HR 2 TN

BEERBNBRERE VB ME P RBEKAR
RreREAEREREBBEZREBEREAFE
1B

THRHEZHEEZEIRL FETEZHEK

Managed

fund

portfolio
EEEASKREMAS
HK$’000

FAET

13,947

14,064

Hih 2 EWHBESE 17,0008 7T - BN S
BANBERRFACAHLESREECZE
IigiixﬁﬁﬁA*ﬁ?FﬁZH&ﬁﬁ WERKIEE
EhREEIESH 2 D

RAEXRTEBEEBRDA

—E-CETH EAHE




NOTES TO THE CONDENSED CONSOLIDATED Bt aMEHRERME#E)

FINANCIAL STATEMENTS (Continued)

For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA

16. Acquisition of a subsidiary 16.

EEEREZRMNBEMR AT (“Li Loong”), a company incorporated in
Taiwan, has been an associate of the Group owned as to 40% by
the Group. In May 2013, the Group acquired 200,000 issued shares
of Li Loong from an independent third party not connected with
the Group for a cash consideration of TWD2,000,000 (equivalent
to HK$527,000) and subscribed 3,000,000 new shares of Li
Loong for a cash consideration of TWD90,000,000 (equivalent
to HK$23,715,000). The Group’s equity interest in Li Loong was
increased to 90% accordingly and Li Loong became a subsidiary of
the Group. Li Loong is principally engaged in watch trading. Li Loong
was acquired to continue the expansion of the Group’s watch trading
business.

Wi —REREAE

REERZESROHARAR(AE] —FAR
BEEMAZZ AE) T HAEEER40%
ZAREBBMEAR - MR-_EBE—=FAA K
SEMEASEVEBECBIYIE= HKE
200,000/8 DREE BT - ReREAF A
# 2,000,000 7T (#8 £ 72 527,000 7T ) + I R
83,000,000 hgeFlfy MEREAFE
# 90,000,000 7T (48 & 7 23,715,000/ 7T ) °
E it - AEBER 52 IR INZE 90% + M/
BERAAEEZNBAR - hETEHREER
B WENETHEBEERASEZERES
ES X

Amount
recognised at
the date of
acquisition
Rk R
BRZLH
HK$'000
FET

Net identifiable assets of the subsidiary acquired: FRU BB AR Z Al B B EFE -

Other receivables HAth FE U AR X
Bank balances and cash IRITHEBRA S

Amount acquired before subscription AR E BRI AT AR (0 B FT R
of new shares by the Group 2 EHE

Subscription of new shares by the Group AEBRBEHRMD

Amount acquired after subscription of new shares by 7N [E 328 37 AL 18 Fr ik B8
the Group &

Oriental Watch Holdings Limited

2,420
13

2,433
23,715

26,148
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)
For the six months ended 30th September, 2013

AR S B R ML (&)

BE _FE—=FNA=—1HIEA

16. Acquisition of a subsidiary (Continued) 16. WE—REMHMEAR(E)

HK$’000
FET
Total consideration BRE 24,242
Acquisition-date fair value of previously held interest scRT#E AR NKER 2 A FE 973
Add: Non-controlling interests a0 IEERRRE R 2,615
Less: Net assets acquired B TR EEFE (26,148)
Goodwill arising on acquisition WHEEE 2B 1,682

Net cash inflow on acquisition of subsidiary: WEHB AR ZIRERAFE
Total consideration BRE (24,242)

Consideration unpaid and included in other AEHREREFA

payables HAb AR 527
Cash and cash equivalents acquired FrikigiR e RERREIEAE 23,728
13

Goodwill arose in the acquisition of Li Loong because the cost
of the combination included a control premium. In addition, the
consideration paid for the combination effectively included amounts
in relation to the benefit of expected synergies, revenue growth
and future market development. These benefits are not recognised
separately from goodwill because they do not meet the recognition
criteria for identifiable intangible assets.

The other receivables acquired amounting to HK$2,420,000
represents the gross contractual amount and approximates to the
fair value. The best estimate at the date of acquisition is that all
receivables will be collected.

The carrying amounts of assets of Li Loong at the acquisition date
approximate to their fair values. No gain or loss is recognised as a
result of the remeasurement of previously held interest.

Included in the profit for the current interim period is HK$967,000
loss attributable to Li Loong. Revenue for the current interim period
includes HK$7,925,000 which is attributable to Li Loong.

Had the acquisition of Li Loong been effected at the beginning of
the current interim period, the total amount of revenue of the Group
for the six months ended 30th September, 2013 would have been
HK$1,710,146,000, and the amount of the profit for the current
interim period would have been HK$19,786,000. The proforma
information is for illustrative purposes only and is not necessarily
an indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition been
completed at the beginning of the current interim period, nor is it
intended to be a projection of future results.

HRAHFRABEEHREE kB IEE
ERE - N REHAXNZREERLE
EF R IEH B R - WA & R R 5 3
R M e o B H M a5 I M B ) B R
REENRALTFTA A BB EE 2 HRLE

I
A o

Ffv Ui i E A 8 U BR 5K 45 2,420,000 78 7T - B4
BREE  WELFERE - RREHEZRE
BET RFTA AR TS T IR -

REER hEEEZREERZALAFER
e WERLAFERGZENTEMERR
& o

75 Hp BREA T 2 0% B 62 48 ) BE FE 15 /&5 18 967,000
Bme AP HEBZRABEOEEELZ
7,925,000 7T °

i W B8 BB A AN R BB 3 - AEEEE =
T—ZFNA=ZFTBHLENEAZRABES
#1,710,146,000 7% 7T + 1M A~ /B HAHARS 2 ' 7
15 419,786,000/ 7T © 5 B RHE M A
% WA—EAMBERATHBAYZN - &
EBEEREATHE NS REEEE ZHIEZ
MEEIERARREE ZTEA -

RAEXRTEBEEBRDA

TE-ZFPHY XE®RS

=




NOTES TO THE CONDENSED CONSOLIDATED fB%f&Ra MEHRERME#)
FINANCIAL STATEMENTS (Continued)

For the six months ended 30th September, 2013 B2 —E—=FNA=1HINEA

17. Related party transactions 17. BBEEATXRS
The compensation of key management personnel is disclosed in note TEERABFEZPMEMT4RKE -
4.
In addition, in April 2012, the Group entered into a procurement BE AEER-_ZE-—-FNAHEERERS
agreement with Hei Tung Watches Company Limited, a company RAR(RBPFFMALTARER ZE5E R
incorporated in Macau and a joint venture of the Group. Pursuant ADFIVEREHE - REBEREHZ  ~EEMN
to the procurement agreement, the Group provides procurement ERERELEAIREAEBEE NI ZRE
services to the joint venture relating to supply of watches and spare R - KBEHEE T —_FHH-HELE
parts for no consideration. The procurement agreement is effective B e

from 1st April, 2012.

18. Capital commitments 18. EARKIE
30th 31st
September, March,
2013 2013
—F—= —T—=F
hB=+H =—A=+—H
HK$’000 HK$’000
FETT FET
Capital expenditure in respect of the acquisition B iT4ERAERLEE B ERE RN
of property, plant and equipment contracted for — B2 WBEM ¥ - HeE L R
but not provided in the condensed consolidated — #H8 & A& #&
financial statements 2,116 268
19. Other commitments 19. Hfthxig
At the end of the reporting period, the Group was committed to pay RERBPR  AEEARERERAE —BHHRE
royalties for the usage of a fashion brand for manufacture and trading VAL 38 I A4S 65 AR 8 1 2 T AR AR+ SRR BB AR AR
of apparels with a minimum guaranteed royalties payment as follows: 2 EEEmT
30th 31st
September, March,
2013 2013
—B-Z=F ZE—=F
hB=+H =A=+—H
HK$’000 HK$’000
FET FETT
Within one year —FR - 1,800
The Group was also subject to pay royalties at 6% on total br Ll RRRFBRTIN - REBE N BREFE
net wholesales made per annum on top of the above minimum HE2EF 58 2 6% SAThRFR -

guaranteed royalties.
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X

DIRECTORS’ INTERESTS AND SHORT EERERERERAR
POSITIONS IN SECURITIES

As at 30th September, 2013, the interests of the directors BEEEEENAEEINEZELRBEE
of the Company in the shares and underlying shares of the il |)# 352 (&3 FERE 2 &2 MATC 4% -
Company, as recorded in the register required to be kept RZE—=FHLA=+H ARAIZESE
under Section 352 of the Hong Kong Securities and Futures RARX T Z IR 7D RE@RND P HEE 2 #&
Ordinance (the “SFQ”), or as otherwise notified to the 5@ FRE LT AR ESTHITBIERHY
Company and The Stock Exchange of Hong Kong Limited ZETRIBHNEARARRREBBER A
(the “Stock Exchange”) pursuant to the Model Code for  BARAT (B ZHEZRMT
Securities Transactions by Directors of Listed Companies

were as follows:

Number of shares held

fisRe#A
Percentage of
Total issued share
Personal Family Corporate number of capital of
interest interest interest shares  the Company
BRAREH
Name of director EE3E BAES e I NARsH Ro#s  TREAFLML
Dr. Yeung Ming Biu BHERL 19,669,583 7,920,000 128,164,561 155,754,144 27.30%
(note (a))
(Hie)
Mr. Yeung Him Kit, Dennis BiTlEE 4,234,000 - (note (b)) 4,234,000 0.74%
(Hit)
Mr. Fung Kwong Yiu BERLE 6,508,160 - (note (c) 6,508,160 1.14%
Hie)
Madam Yeung Man Yee, Shirley BRERT 2,640,000 221,161 (note () 2,861,161 0.50%
(Hit)
Mr. Lam Hing Lun, Alain HEBLE 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 FREET - - 3,200,000 3,200,000 0.56%
(note ()
(Hite)

RAEXRTEBEEBRDA

—E-—ZFFH XERSE



DIRECTORS’ 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.

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

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

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

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

Save as disclosed above, and other than certain nominee
shares in subsidiaries held by a director in trust for the
Company, none of the directors of the Company had any
interest or short positions in any shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section
352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies.

Oriental Watch Holdings Limited

ESHACRSERR AR )

MaE

(@)

BRAEETREZEFREHLZTIHORIERESR
Realtower Holdings Limited B 3174 45%
. 22.5% ° Realtower Holdings Limited & 15
FRIZ 18 £ & & E 25 A Furama Investments

Limited 2 % 17 & 255% K& 10% ° Furama
Investments Limited & 25 # & Datsun

Holdings Limited 2 % 77 i 4<80% ° Datsun
Holdings Limited & % # 5 127,776,000 i& 7
DB ©

GHRZELESHEMRRAER AR EHITR
RA47.5% o BRI AR A 7 E & ¥ A Furama
Investments Limited E§§1Tﬂx$ 25% o PRI
BB QEINEEE 388,561 ARG -

BHTEL L £ 5 B E % ¥ B Realtower Holdings
Limited &% Real Champ Limited 2 % 77 % &
10% %% 7% ° Real Champ Limited & &= # &
Datsun Holdings Limited B 217 24X 20% -

5 & 1R S £ E 25 % 8 Real Champ Limited B8
TTRRA 6% ©

1% 8 1& 2 + & %@ ¥ & Realtower Holdings
Limited BB /TAR A 7.5% ©

EREBLIREREKNKNE E & % ESun
International Limited & ﬁlg B # 1T A - Sun
International Limited Bz # A 3,200,000 %7~
NS

R EXFEBEER - REFUERTLAR

AABFAME R

Az ETFHREABRND

S - ARIERE 75 M B E R DI 56 352 1R R E R

B2 & MPrCEk -

ZAN/N

HEGROIEXVER) 2 E RS -

KRR 2 EEHER
AR EEMEE EZE(EEREBESHFK
Ealiien)
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SHARE OPTION SCHEME AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Pursuant to an ordinary resolution passed at the Company’s
special general meeting held on 13th August, 2013 the
Company adopted a new share option scheme (the “Share
Option Scheme”) was adopted with effect on 3rd November,
2013 which remain in force for a period of 10 years from 3rd
November, 2013.

Under the Share Option Scheme, options may be granted
to any director, employee, consultant, customer, supplier or
advisor of the Group or a company in which the Company
holds an interest or a subsidiary of such company (the
“Eligible Persons”), the trustee of the Eligible Persons or a
company beneficially owned by the Eligible Persons. The
purpose of the Share Option Scheme is to attract and retain
quality personnel and other persons to provide incentive
to them to contribute to the business and operation of
the Group. The total number of shares available for issue
under the Share Option Schemes as at the date of this
report is 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 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.

The Share Option Scheme is valid for a period of ten years
commencing on the adoption date on 3rd November, 2013.

BRETIANRESEEROIES
Z TR

BEARTR-E—=F/\ A+ AR
ZREEAAE LREY ERREE -
A2 R B A 37 AR AT 81 9B AR
B R-T-=F+—B=AEM ¥
m—F—=F+— A= AR EHTE -

BIFEBRETE  BREUETFTAERZ
IMESE - EE BN BF  HEBXK
BAAIARRFEZ AR ZER Z AT
HZABZHBAR([EERAL] &
BRATZEAAREERATERHEES
ZRF e BREFEIEERESAS RHE
AT TR - ARSI REREREAR
EEZEBREEER TR - RARE B
By - BBAREETEIE T AT 2 RMDEE
A HAE57,061,022 8 - IRIEEBIFTES E
MR ETRAL « BRIEMEB AR RR
RitfE  BAIREM+Z@AHER - &
BERATTISERT S RERMHEE (B %
TEEFTET)EXBBAARAIRZT =
ERAHM &% — B2 BITRA1% 2
B - TEHIIRARARESETE  #
TEHBBEREB PR TFRBEER
ETHEAMAESE 2RO HR - E17FE
BEREN 2 ERITEEB AU T =ZEF

L&

(@) —BRKHEE
b) BHRKREEBEBIAMTGHBRESR
Frsk o BRURTE &

) BRORERRLEAMAEZEXAHE
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mE -
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SHARE OPTION SCHEME AND DIRECTORS’ BRETENREEEERMSES
RIGHTS TO ACQUIRE SHARES OR ZRER &)
DEBENTURES (Continued)

The following table discloses movements of the options TREEES - & TEE RERNERNE
granted under the Share Options Scheme to directors, BRI RE T S JE R B IR 2 S &)
certain employees and consultants during the period:

Number of
shares under Original Adjusted
options at Date of exercise exercise
Name of 1.4.2013 and grant of price price  Exercisable
category of participant 30.9.2013 options per share per share period
R-ZB-=F
mA-BRK
—E-ZF
AA=*1H
BREY K B AE REBR RRE
SRELARER ZRBEE BB TEE BROTKE ATEHE
HK$ HK$
BT BT
(note)
(Hiit)
Directors €5
Dr. Yeung Ming Biu 1,440,000 06.04.2011 4183 3.44  06.04.2011 — 05.04.2021
BREEL
Mr. Yeung Him Kit, Dennis 1,440,000 06.04.2011 4183 3.44  06.04.2011 — 05.04.2021
BOTH S &
Mr. Fung Kwong Yiu 3,000,000 06.04.2011 418 3.44  06.04.2011 — 05.04.2021
BEREE
Madam Yeung Man Yee, 1,440,000 06.04.2011 413 3.44  06.04.2011 — 05.04.2021
Shirley
BRELL
Mr. Lam Hing Lun, Alain 3,600,000 06.04.2011 4183 3.44  06.04.2011 — 05.04.2021
WEBEE
Mr. Choi Kwok Yum 3,600,000 06.04.2011 4183 3.44  06.04.2011 — 05.04.2021
14,520,000
Other employees EftifE 8
Type A 14,400,000 06.04.2011 418 3.44  06.04.2011 — 05.04.2021
A%
Type B 18,000,000 29.08.2011 4.80 N/A  29.08.2011 — 28.08.2021
B TEH
Consultants ]
Type A 2,640,000 06.04.2011 418 3.44  06.04.2011 — 05.04.2021
AR
Type B 5,000,000 29.08.2011 4.80 N/A  29.08.2011 — 28.08.2021
B TEA
Total #&5t 54,560,000

Oriental Watch Holdings Limited
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SHARE OPTION SCHEME AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES (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 Share Option Scheme.

SUBSTANTIAL SHAREHOLDERS

As at 30th September, 2013, 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

BEREH

Datsun Holdings Limited
Furama Investments Limited
Realtower Holdings Limited

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

Save as disclosed above, at 30th September, 2013, 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.
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INTERIM DIVIDEND

The directors have proposed a pay an interim dividend of
0.75 HK cents per share (2012: 2.0 HK cents per share) in
respect of the six months ended 30th September, 2013,
totalling HK$4,280,000 (2012: HK$11,412,000), to be paid
in cash to the shareholders whose names appear on the
register of the members of the Company on 13th December,
2013. Dividend warrants will be sent to the shareholders on
or before 18th December, 2013.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from 11th December, 2013 to 13th December, 2013 (both
days inclusive) during which period no transfer of shares will
be registered. In order to qualify for the proposed interim
dividend which will be payable on 18th December, 2013,
all transfers accompanied by the relevant share certificates
must be lodged with the Company’s Branch Share
Registrars, Tricor Secretaries Limited at 26/F., Tesbury
Centre, 28 Queen’s Road East, Hong Kong not later than
4:00 p.m. on 10th December, 20183.

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 unaudited
consolidated results of the Group for the six months ended
30th September, 2013 (the “Period”).

Turnover for the six months ended 30th September, 2013
declined 4.7% to HK$1,710.1 million (2012: HK$1,795.3
million). This led to a gross profit decline of 8.9% to
HK$309.0 million (2012: HK$339.3 million). Net profit
attributable to owners of the Company was HK$19.9
million, representing a decrease of 61.8% from the
previous corresponding period (2012: HK$52.1 million). The
substantial decline in net profit was mainly attributable to:
(1) the slowdown in Hong Kong and China’s high end goods
market which had waned the Group’s sales performance
during the Period and (2) a decline in gross profit margin as
compared to the previous corresponding period.

The Board has resolved to recommend an interim dividend
of 0.75 HK cents per share for the six months ended 30th
September, 2013 (2012: 2.0 HK cents), representing an
interim dividend payout of approximately 22.0% (2012:

22.0%).

Oriental Watch Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Business Review

As at 30th September, 2013, the Group operates 108 retalil
and wholesale points (including associate retail stores) in the
Greater China region. Breakdown by geographic region is as
follows:

Hong Kong BH
Macau Al
China =8
Taiwan oy
Total st

Rapid economic growth, successful structural reforms and
rising wealth have undoubtedly been the most important
drivers for high end consumption in China, in particular the
high end watch segment. Positioned as a high end watch
distributor, the Group was able to capture this uptrend
perfectly, as reflected in our strong sales and profit growth
in the last few years. However, a prolonged global economic
instability and the Chinese government’s tough stance on
controlling spending amongst government officials have
since dampened such high end consumption from Mainland
consumers. This is in tune with the latest export statistics
by the Federation of the Swiss Watch Industry, reporting
that Hong Kong and China’s overall Swiss watch sales from
January to September 2013 has declined 7% and 15%
year-on-year respectively. As uncertainties continue to cloud
the high end retail sectors, the Group has focused its efforts
in improving its cost management and internal efficiency
during the Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Business Review (Continued)

Acknowledging the importance of a healthy cash position
during times of uncertainty, the Group remained committed
in accelerating its inventory turnover during the Period.
Such initiatives included instructions to front line staff to
control the replenishment rate of high-ticket items and
staff incentives to push sales through-put. Such efforts
were realized, with the Group’s inventory level declining
5.6% from HK$2,060.3 million at 31st March, 2013 to
HK$1,943.9 million as at 30th September, 2013. On a year-
to-year basis, inventory has declined a notable 9.1% from
HK$2,139.2 million at 30th September, 2012. Moreover,
the Group has re-arranged a large portion of its investment
accounts in China during the Period to further tighten its
inventory control and alleviate the risks of overstocking. This
will further improve the Group’s cash performance in the
long-run.

Rental rates have moderated significantly during the
Period, but continued to be a major cost factor for retailers
in Hong Kong, Macau and China. In comparison to the
previous corresponding period, the Group’s rental expense
(excluding related property management fees) increased
by approximately 21% and was mainly attributable to the
lease renewal of 3 existing stores and the opening of a new
Rolex boutique in Causeway Bay at Hysan Place, which
commenced operation in August 2012. Despite the cost
increase, the Group wishes to emphasize that approximately
one-third of Oriental Watch’s retail stores in Hong Kong
are self-owned properties. Notwithstanding the decline in
retail activities, this has effectively helped us average down
overall rental costs, with rental as a percentage of turnover
maintained at a manageable level during the Period. The
Group will continue to enforce prudent policies on its
operating expenses, with a long-term vision to further lower
this ratio in the coming years.

Oriental Watch Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Prospects

According to Bain & Company, a global management
consulting firm, Chinese consumers will represent
approximately 29% of luxury consumers worldwide in 2013,
representing the single biggest group of buyers. In addition,
we are also seeing early signs of recovery in China, with
the region’s July to September 2013 GDP registering a
growth of 7.8%, the fastest pace this year. This will be a
driving force for domestic consumption. As such, the Group
remains cautiously optimistic on the business outlook in
the high end market and believes the inspiration for high
end goods is still strong and growing amongst Mainland
consumers. Moreover, the board of directors remains
confident that Hong Kong will continue to be a key shopping
destination for Mainland Chinese consumers with its close-
to-home advantages, product variety and lower tax rates.

Following the opening of two new stores in 2012, there
are currently no major expansion plans in 2013. The Group
will instead focus on fine-tuning its existing retail network
(especially in China) to optimize operating performance and
to allow room for store maturity, thereby elevating overall
same-store-sales. The Group will also take caution in
managing its rental expenses, and may consider divesting
its shop assets at attractive market prices to recapture the
premises under favourable lease-back arrangements. But as
rental rates begin to stabilize in the short-to-medium-term,
the Group may consider further expansion in Hong Kong
and Macau should retail premises become available at more
reasonable costs.

On behalf of the Group, we thank our customers, suppliers,
staff and shareholders for their loyalty and continued
support.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Liquidity and financial resources

At 30th September, 2013, the Group’s total equity reached
HK$2,232 million, compared with HK$2,228 million as at
31st March, 2013. The Group had net current assets of
HK$1,990 million, including bank and cash balances of
HK$406 million as at 30th September, 2013 compared
with balances of HK$2,051 million and HK$373 million
respectively as at 31st March, 2013. At 30th September,
2013, bank loans totalled HK$578 million (31st March, 2013:
HK$686 million). At 30th September, 2013, the gearing ratio
(defined as total bank borrowing on total equity) was 0.26
(31st March, 2013: 0.30).

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

Foreign exchange exposure

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

STAFF AND EMPLOYMENT

As at 30th September, 2013, the Group employed a total
work force of about 820 staff. The staff turnover rate is low.
The Group’s policy is to review its employee’s pay levels
and incentive bonus annually.

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

During the six months ended 30th September, 2013, neither
the Company nor any of its subsidiaries had purchased,
redeemed or sold any of the Company’s listed securities on
The Stock Exchange of Hong Kong Limited.

Oriental Watch Holdings Limited
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CORPORATE GOVERNANCE

The Company is committed to the establishment of good
governance practices and procedures. The Company has
met the code provisions set out in the Code on Corporate
Governance Practices (“CG Code”) in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“the Listing Rules”),
throughout the six months ended 30th September, 2013,
except the deviation from the code provision A.4.1 of the
CG Code.

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.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code set out in
Appendix 10 of the Listing Rules as its own code of
conduct regarding Directors’ securities transactions.
Enquiry has been made with all Directors and all Directors
have confirmed that they have complied with the required
standard set out in the Model Code during the six months
ended 30th September, 20183.
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AUDIT COMMITTEE

The Audit Committee comprises three independent non-
executive directors of the Company. Terms of reference of
the Audit Committee have been updated in compliance with
the CG Code.

The Audit Committee, together with the management of
the Company, have reviewed the accounting principles and
practices adopted by the Group and discussed internal
control and financial reporting matters including the review
of unaudited consolidated financial statements for the six
months ended 30th September, 2013.

By order of the Board
Yeung Ming Biu

Chairman

Hong Kong, 20th November, 2013
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