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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM"”) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to accommodate companies to which a high investment
risk may be attached. In particular, companies may list on GEM with neither a track record of profitability
nor any obligation to forecast future profitability. Furthermore, there may be risks arising out of the
emerging nature of companies listed on GEM and the business sectors or countries in which the companies
operate. Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk profile and
other characteristics of GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM
may be more susceptible to high market volatility than securities traded on the main board of the Stock
Exchange and no assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet website operated
by the Stock Exchange. Listed companies are not generally required to issue paid announcements in
gazetted newspapers. Accordingly, prospective investors should note that they need to have access to
the GEM website at www.hkgem.com in order to obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report, makes no representation as to
its accuracy or completeness and expressly disclaims any liabilities whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Town Health International Holdings Company
Limited (the “Company”) collectively and individually accept full responsibility, includes particulars given
in compliance with the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the
"GEM Listing Rules”) for the purpose of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that, to the best of their knowledge and belief: (1) the
information contained in this report is accurate and complete in all material respects and not misleading;
(2) there are no other matters the omission of which would make any statement in this report misleading;
and (3) all opinions expressed in this report have been arrived at after due and careful consideration and
are founded on bases and assumptions that are fair and reasonable.
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NOTICE IS HEREBY GIVEN that an annual general
meeting of Town Health International Holdings Company
Limited (the “Company”) will be held on Monday, 26th
July, 2004 at 9:00 a.m. at Shop 1-2, Level 3, Hilton
Plaza Commercial Centre, 3-9 Shatin Centre Street,
Shatin, New Territories, Hong Kong for the following

purposes:

1. To receive and consider the audited consolidated
financial statements and the reports of the directors
and auditors for the year ended 31st March, 2004,

2. to re-elect director of the Company and to authorise
the board of directors to fix the directors’

remuneration;

3. To re-appoint auditors and to authorise the board of

directors to fix their remuneration;

4. To consider as special business and, if thought fit,
pass with or without amendments, the following

resolution as a special resolution:

"THAT the articles of association (the "Articles”) of
the Company be and are hereby amended in the

following manner:

(a) Article 2(1)

by deleting the existing definition of “recognised
clearing house” in its entirety and substituting
therefor a new definition as follows:
""recognised a clearing house
clearing house” recognised by the laws
of the jurisdiction in
which the shares of the
Company are listed or
quoted on a stock
exchange in such

jurisdiction;”;
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(b) Article 4

by deleting the existing Article 4 in its entirety
and substituting therefor a new Article 4 as

follows:

"4. Subject to the provisions of these Articles and
to any direction that may be given by the
Company in general meeting and without
prejudice to any special rights conferred on
the holders of any shares or attaching to any
class of shares, any share may be issued with
or have attached thereto such preferred,
deferred, qualified or other special rights or
restrictions, whether in regard to dividend,
voting, return of capital or otherwise, and to
such persons at such times and for such
consideration as the Board may determine
provided always that where the Company
issues shares which do not carry voting rights,
the words “non-voting” shall appear in the
designation of such shares and where the
equity capital includes shares with different
voting rights, the designation of each class of
shares, other than those with the most
favourable voting rights, must include the
words “restricted voting” or “limited voting”.
Subject to the Law and to any special rights
conferred on any shareholders or attaching to
any class of shares, any share may, with the
sanction of a special resolution, be issued on
terms that it is, or at the option of the
Company or the holder thereof is, liable to be
redeemed. No shares shall be issued to bearer
for so long as a recognised clearing house (in
its capacity as such) is a member of the

Company.”;

RIEEERER AR AR Town Health International Holdings Company Limited
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(c) 58891k (c) Article 89

BRI A FE 8L AE8I () W by re-numbering the existing Article 89(b) as

R E 8GRI I A LA T #ZE89(b) Article 89(c) and inserting the following new

& Article 89(b) immediately before the new Article

89(c):

[89.(b) fis A< 22 &) 07 E fo] IR R AR 4% “89.(b) Where the Company has knowledge that
BEERBAFRSHAABERE any member is, under the rules of the
HEMBFERBRERE X appointed stock exchange, required to
REEATRERNEERBRR abstain from voting on any particular
REKRSIRE T EAHHK resolution or restricted to voting only for
RELBBRRIELEMBEEZSE or only against any particular resolution,
MESRG 2 EDTE any votes cast by or on behalf of such
el member in contravention of such

requirement or restriction shall not be

counted.”;
(d) Z51071% (d) Article 107
(i) MBERIRBFI107(EEX WIAT (i) by deleting the existing Article 107(c) in its
FFTE 107 (&R entirety and substituting therefor a new Article

107(c) as follows:

[107.(c) & & 115 Bt = =k £ T (o] B “107.(c) A Director shall not be entitled to vote
BEANBERANBZZEM[A on (nor shall be counted in the quorum
R L RS R E M in relation to) any resolution of the
CEZEGRERERE N Board in respect of any contract or
A ABBETE NS B arrangement or any other proposal
EREFERRE BER whatsoever in which he or any of his
ENR PN FREHRETAZR associate(s) has any material interest,
MEZEAEABCIERIR and if he shall do so his vote shall not
PR &l 38 B A T 1B be counted (nor is he to be counted
W in the quorum for the resolution), but

this prohibition shall not apply to any

of the following matters, namely:

6 —ZZPEF®R  Annual Report 2004
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(i) the giving of any security or

indemnity either:—

(@aa) to the

Director or his
associate(s) in respect of
money lent or obligations
incurred or undertaken by him
or any of his associate(s) at the
request of or for the benefit of
the Company or any of its

subsidiaries;

(bb)to a third party in respect of a

-~

debt or obligation of the
Company or any of its
subsidiaries for which the
Director or any of his
himself/

assumed

associate(s) has
themselves

responsibility in whole or in
part and whether alone or
jointly under a guarantee or
indemnity or by the giving of

security;

any proposal concerning an
offer of shares or debentures
or other securities of or by the
Company or any other
company which the Company
may promote or be interested
in for subscription or purchase,
where the Director or his
associate(s) is/are or is/are to
be interested as a participant
in the wunderwriting or

sub-underwriting of the offer;

RIEEERER AR AR Town Health International Holdings Company Limited
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(dd)any proposal concerning any
other company in which the
Director or any of his
associate(s) is/are interested
only, whether directly or
indirectly, as an officer or
executive or shareholder or in
which the Director or any of his
associate(s) is/are beneficially
interested in the shares of that
company, provided that he
and/or any of his associate(s)
is/are not, beneficially
interested in five per cent. or
more of the issued shares of
any class of such company (or
of any third company through
which his interest is derived) or

of the voting rights;

(i) any proposal or arrangement
concerning the benefit of
employees of the Company or any

of its subsidiaries including:—

(aa) the adoption, modification or
operation of any employees’
share scheme or any share
incentive scheme or share
option scheme under which he

or his associate(s) may benefit;
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(bb)the adoption, modification or
operation of a pension or
provident fund or retirement,
death or disability benefits
scheme which relates both to
Directors or any of his
associate(s) and employees of
the Company or any of its
subsidiaries and does not
provide in respect of any
Director or any of his
associate(s) as such any
privilege or advantage not
generally accorded to the class
of persons to which such

scheme or fund relates; and

(iii)any contract or arrangement in

which the Director or his
associate(s) is/are interested in the
same manner as other holders of
shares or debentures or other
securities of the Company by virtue
only of his/their interest in shares
or debentures or other securities

of the Company.”;

RIEEERER AR AR Town Health International Holdings Company Limited
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107(e) as follows:

“107.(e) If any question shall arise at any
meeting of the Board as to the
materiality of the interest of a Director
or his associates or the significance of
a contract, arrangement or transaction
or proposed contract, arrangement or
transaction or as to the entitlement of
any Director to vote or form part of a
quorum and such question is not
resolved by his voluntarily agreeing to
abstain from voting or not to be
counted in the quorum, such question
shall be referred to the Chairman of
the meeting (or, where question
relates to the interest of the Chairman,
to the other Directors at the meeting)
and his ruling (or, as appropriate, the
ruling of the other Directors) in relation
to any other Director (or, as
appropriate, the Chairman) shall be
final and conclusive except in a case
where the nature or extent of the
interest of the Director and/or his
associate(s) concerned (or, as
appropriate, the Chairman) as known
to such Director (or, as appropriate,
the Chairman) has not been fairly

disclosed to the Board.”; and

(iii) by deleting the existing Article 107(f) in its
entirety and substituting therefor a new Article
107(f) as follows:

“107.(f) For the purpose of paragraph (c) and
(e), "associate(s)” shall have the
meaning attributed to it in the rules

of the appointed stock exchange.”;
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(e) £ 1201% (e) Article 120
fiBRIR B E 120162 30 W LA T3 & by deleting the existing Article 120 in its entirety
12016 & and substituting therefor a new Article 120 as
follows:
[120. RFEREZSHE TRRE “120. No person other than a retiring Director

shall, unless recommended by the Board,
be eligible for election to the office of
Director at any general meeting unless a
notice in writing of the intention to propose
such person for election as a Director,
signed by a shareholder (other than the
person to be proposed for election as a
Director) duly qualified to attend and vote
at the meeting for which such notice is
given, and a notice in writing signed by
such person of his willingness to be elected
shall have been lodged at head office or
at its registered office to the Secretary. The
minimum length of the period during which
such notices are given shall be at least
seven days and the period for lodgement
of such notices shall commence no earlier
than the day after the despatch of the
notice of the general meeting appointed
for such election and end no later than
seven days prior to the date of such

general meeting.”; and

RIEEERER AR AR Town Health International Holdings Company Limited
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(f) Article 163(b)

by deleting the existing Article 163(b) in its
entirety and substituting therefor a new Article
163(b) as follows:

“163.(b) Printed copies of those documents to
be laid before the members of the
Company at an annual general meeting
shall not less than 21 days before the
date of the meeting together with the
notice of the annual general meeting
be delivered or be sent by post to the
registered address of every member of
the Company and every holder of
debentures of the Company, provided
that the Company shall not be required
to send printed copies of those address
to any person of whose address the
Company is not aware or to more than
one of the joint holders of any shares

or debentures.”

5. To consider as special business and, if thought fit,
pass with or without amendments, the following

resolution as an ordinary resolution:

"THAT:

(a) subject to paragraph (c) below, pursuant to the
Rules (the "GEM Listing Rules”) Governing the
Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the exercise by
the directors of the Company during the Relevant
Period of all the powers of the Company to allot,
issue and deal with unissued Shares and to make
or grant offers, agreements and options, including
warrants to subscribe for Shares, which might
require the exercise of such powers be and the
same is hereby generally and unconditionally

approved;
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(b) the approval in paragraph (a) above shall

-~

authorise the directors of the Company during
the Relevant Period (as defined below) to make
or grant offers, agreements and options which
might require the exercise of such powers after

the end of the Relevant Period (as defined below);

the aggregate nominal amount of share capital
allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to options or
otherwise) by the directors of the Company
pursuant to the approval in paragraph (a) above,
otherwise than pursuant to (i) a Rights Issue (as
defined below); or (ii) the exercise of any options
granted under the share option scheme of the
Company; or (iii) any scrip dividend or similar
arrangements providing for the allotment and
issue of Shares in lieu of the whole or part of a
dividend on Shares in accordance with the articles
of association of the Company in force from time
to time; or (iv) any issue of Shares upon the
exercise of rights of subscription or conversion
under the terms of any warrants of the Company
or any securities which are convertible into Shares,

shall not exceed the aggregate of:

(aa) 20 per cent. of the aggregate nominal amount
of the share capital of the Company in issue
on the date of the passing of this Resolution;

and

(bb) (provided that resolution no. 6 is passed) the
nominal amount of any share capital of the
Company repurchased by the Company
subsequent to the passing of this resolution
(up to a maximum equivalent to 10 per cent.
of the aggregate nominal amount of the share
capital of the Company in issue on the date

of the passing of this resolution),

and the authority pursuant to paragraph (a) of

this resolution shall be limited accordingly; and

RIEEERER AR AR Town Health International Holdings Company Limited
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(d) for the purposes of this Resolution:

“Relevant Period” means the period from the
date of the passing of this Resolution until

whichever is the earliest of:

(i) the conclusion of the next annual general

meeting of the Company;

(ii) the expiration of the period within which the
next annual general meeting of the Company
is required by the articles of association of
the Company, the Companies Law, Cap. 22
(Law 3 of 1961, as consolidated or revised) of
the Cayman Islands (the “Companies Law")
or any other applicable law of the Cayman
Islands to be held; and

(iii) the passing of an ordinary resolution by the
shareholders of the Company in general
meeting revoking or varying the authority
given to the directors of the Company by this

Resolution;

“Rights Issue” means an offer of Shares, or offer
or issue of warrants, options or other securities
giving rights to subscribe for Shares open for a
period fixed by the directors of the Company to
holders of Shares on the register on a fixed record
date in proportion to their then holdings of Shares
(subject to such exclusion or other arrangements
as the directors of the Company may deem
necessary or expedient in relation to fractional
entitlements, or having regard to any restrictions
or obligations under the laws of, or the
requirements of, or the expense or delay which
may be involved in determining the existence or
extent of any restrictions or obligations under the
laws of, or the requirements of, any jurisdiction
outside Hong Kong or any recognised regulatory

body or any stock exchange outside Hong Kong).”
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6. To consider as special business and, if thought fit,

pass with or without amendments, the following

resolution as an ordinary resolution:

"THAT:

(a) the exercise by the Directors of the Company

during the Relevant Period of all powers of the
Company to purchase the Shares on the Stock
Exchange or any other stock exchange on which
the Shares may be listed and recognised by the
Securities and Futures Commission and the Stock
Exchange for such purpose, and otherwise in
accordance with the rules and regulations of the
Securities and Futures Commission, the Stock
Exchange, the Companies Law and all other
applicable laws in this regard, be and the same

is hereby generally and unconditionally approved;

(b) the aggregate nominal amount of Shares which

-~

may be purchased by the Company pursuant to
the approval in paragraph (a) during the Relevant
Period (as defined below) shall not exceed 10
per cent. of the aggregate nominal amount of
the issued share capital of the Company as at
the date of the passing of this resolution and the
authority pursuant to paragraph (a) of this
resolution shall be limited accordingly; and

for the purposes of this resolution, “Relevant
Period” means the period from the date of the
passing of this resolution until whichever is the

earliest of:

(i) the conclusion of the next annual general

meeting of the Company;

RIEEERER AR AR Town Health International Holdings Company Limited



o, BREBFAEERE

Notice of Annual
General Meeting

(ii) $ETF$"TZ’“‘TZE%E%EZE EUR

AESRERSTAEMER

/:HﬁlJ%E;EI FIZAAR TERKRR
BERgGZHREM: R

(i) the expiration of the period within which the
next annual general meeting of the Company
is required by the articles of association of
the Company, the Companies Law or any other
applicable law of the Cayman Islands to be

held; and
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(iii) the passing of an ordinary resolution by the
shareholders of the Company in general
meeting revoking or varying the authority
given to the Directors of the Company by this

resolution.”

7. EREBRFEE - ZERWEBRB (THwE 7. To consider as special business and, if thought fit,
TIERT) M TARZRAT RREZR: pass with or without amendments, the following
resolution as an ordinary resolution:

[B) @ T ENES RGBT ERERELER

"THAT subject to the ordinary resolutions nos. 5 and

BBR BABERRBIRIE EXFESER
BERTERTEARRE N AR S 3
1T RERIEAR DA RBETIRD Z EIGRTF—
IR MABRSERARRANANRFERE
BBERMBEZ ARARRANEEAR H

6 above being duly passed, the unconditional general
mandate granted to the directors to exercise the
powers of the Company to allot, issue and deal with
unissued Shares pursuant to resolution no. 5 above

be and is hereby extended by the addition thereon

ZEEINSHEBFEIREREZREBBEH of an amount representing the aggregate nominal
ERITRAEBEHEE210% - | amount of the share capital of the Company
repurchased by the Company subsequent to the
passing of this resolution, provided that such amount
shall not exceed 10 per cent. of the aggregate
nominal amount of the issued Shares on the date of

the passing of resolution no. 6.".

REREF® By order of the Board

EREFZERERAA Town Health International Holdings Company Limited
FE Cho Kwai Chee

BET Chairman

EE —TTWFERA

+H Hong Kong, 30th June, 2004
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New Territories

Hong Kong

Notes:

1.

A member entitled to attend and vote at the annual general
meeting convened by the above notice is entitled to
appoint one or more proxy to attend and, subject to the
provisions of the Articles of the Company, to vote on his
behalf. A proxy need not be a member of the Company
but must be present in person at the annual general
meeting to represent the member. If more than one proxy
is so appointed, the appointment shall specify the number
and class of Shares in respect of which each such proxy is
so appointed.

A form of proxy for use at the annual general meeting is
enclosed. Such form of proxy is also published on the GEM
website at www.hkgem.com. In order to be valid, the form
of proxy must be duly completed and signed in accordance
with the instructions printed thereon and deposited
together with a power of attorney or other authority, if
any, under which it is signed, or a notarially certified copy
of such power or authority, at the offices of the Company’s
branch share registrar and transfer office in Hong Kong,
Tengis Limited at Ground Floor, Bank of East Asia Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong
not less than 48 hours before the time appointed for
holding the annual general meeting or any adjournment
thereof. Completion and return of a form of proxy will not
preclude a member from attending in person and voting
at the annual general meeting or any adjournment thereof,
should he so wish.

RIEEERER AR AR Town Health International Holdings Company Limited
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In the case of joint holders of Shares, any one of such
holders may vote at the annual general meeting, either
personally or by proxy, in respect of such Share as if he
was solely entitled thereto, but if more than one of such
joint holders are present at the annual general meeting
personally or by proxy, that one of the said persons so
present whose name stands first on the register of members
of the Company in respect of such Shares shall alone be
entitled to vote in respect thereof.

In relation to proposed resolution no. 2 above, Mr. Cho
Kwai Yee, Kevin will retire from his office by rotation at the
annual general meeting pursuant to Article 116 and being
eligible, will offer himself for re-election at the annual
general meeting.

The Articles are written in English. There is no official
Chinese translation in respect thereof. Therefore, the
Chinese version of proposed resolution no. 4 above on
amendments of the Articles is purely a translation only.
Should there by any discrepancy, the English version shall
prevail.

In relation to proposed resolutions nos. 5 and 7 above,
approval is being sought from the shareholders of the
Company for the grant to the Directors of a general
mandate to authorise the allotment and issue of Shares
under the GEM Listing Rules. The Directors have no
immediate plans to issue new Shares other than the Shares
which may fall to be issued under the share option schemes
of the Company or any scrip dividend scheme or similar
arrangement providing for the allotment and issue of Shares
in lieu of whole or part of a dividend which may be
approved by shareholders of the Company.

In relation to proposed resolution no. 6 above, the Directors
wish to state that they will exercise the powers conferred
thereby to repurchase Shares in circumstances which they
deem appropriate for the benefit of the shareholders of
the Company. An explanatory statement containing the
information necessary to enable the shareholders of the
Company to make an informed decision to vote on the
proposed resolution as required by the GEM Listing Rules
is set out in Appendix | to this circular.
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The year ended 31st March, 2004 was a year full of
challenges and opportunities to the Group. The Hong
Kong economy had experienced a drastic fluctuation.
The outbreak of Severe Acute Respiratory Syndrome
("SARS") at the beginning of the year paralysed the
local economy. However, the closer economic
partnership arrangement with the Mainland China,
together with the relief of individual visit policy in the
middle of the year, speeded up the recovery of local
economy from its bottom. Immensely struck by the
overall changes in economic environment, the Group's
business registered unfavourable results for the full year
despite the remarkable improvement seen in the second

half of the year.

BUSINESS REVIEW

Core Business

The Group has been committed to the development of
primary medical and healthcare services. With the
professional services rendered by the Group’s doctors
from different medical fields, the Group has established
an extensive community network of patients, comprising

over 420,000 patients in our records.

Patients, afraid of getting infected at public areas, were
reluctant to visit clinics for consultation during the
outbreak of SARS. This had exerted unprecedented
impact on the Group’s business. Fortunately, as SARS
retreated in the middle of the year, the Group’s core
business, medical and dental consultations, swiftly

resumed.
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In order to enhance the quality of our medical service
and to cope with the demand of medical services from
community patients, the Group set up the “Town Health
Place”, one of the largest integrated healthcare complex
in Hong Kong, at the down town of Shatin, providing
various healthcare services and products to customers.
In response to market demand, the Group established
a medical beauty centre during the year under review
offering beauty treatment services such as photofacial,
laser treatment and skin rejuvenation treatment. These
services were well received since their launching and

are profit contributors to the Group.

Business Restructuring

Since its listing, the Group has been actively expanding
medical related businesses, with an aim to diversify its
business and broaden its earning bases, so as to reduce
its risk of reliance on a single business segment. The
Group's business expansion is mainly directed to (1) the
investment in healthcare and traditional Chinese
medicine and (2) the investment in bio-medical
technologies and para-medical services with advanced
technologies. Regarding healthcare and traditional
Chinese medicines, the Board has decided to dispose
of the Group'’s entire 29.84% interests in Wai Yuen Tong
Medicine Holdings Limited (“WYT Holdings”) as the
company failed to contribute any profit and even
suffered from loss-making. The Board has also decided
to make provision for the related inventories and write

off the goodwill on a one-off basis.

The Group's investments in bio-medical technologies
and para-medical services have been successful and
started to generate favourable returns. Plasmagene
Biosciences Limited (“Plasmagene”), engaged in the
provision of the state-of-the-art genetic diagnostic
technology, listed on the Growth Enterprise Market of
the Stock Exchange of Hong Kong in the mid 2004. The
Group holds 20.67% interests of the company, being
the second largest substantial shareholder. Capital gain
is expected from the Group'’s investment in the securities

of Plasmagene after its listing.
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In March 2004, the Group announced its acquisition of
56.13% shareholding in Pacific Medical (Holding)
Company Limited (“Pacific Medical”) at a consideration
of HK$27,500,000. The company is principally engaged
in the provision of cardiology and peripheral vascular
related surgical solutions to medical institutions and
medical practitioners in the Mainland China and Hong
Kong. The vendors of the transaction had guaranteed
that the profit after tax of Pacific Medical for each of
the year 2004/05 and 2005/06 will be no less than
HK$7,000,000. The acquisition was completed in April
2004.

The Group also acquired 51% shareholding in First
Oriental Medical Technology Group Limited (“First
Oriental”), a company focusing on the development and
production of radioactive medical preparation used in
positron scanning. First Oriental owns a cyclotron which
has been installed in a Hong Kong private hospital for
the production and provision of radioactive medical
preparation to several private and public hospitals in
Hong Kong. To the knowledge of the Directors, there
are only two institutions in Hong Kong which own such
equipment for commercial use. The usage level of such
equipment is expected to be satisfactory. Other
equipments for advanced technology medical diagnostic
services of the Group include positron emission
tomography/computerized tomography (PET/CT) scanner
and magnetic resonance imaging (MRI) system, which

continue to provide stable revenue to the Group.
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Abundant cash with no bank borrowings

Reducing borrowing was an integral part of the Group's
restructuring undertaken during the year under review.
Reduction in staff number and cost control measures
continued to achieve satisfactory results. Moreover,
during the year under review, the Group managed to
reduce its bank borrowings from HK$59 million at the
beginning of the year to zero, with unpledged cash on

hand amounted to HK$47 million.

Prospects

Working hard in adversity. Reaping benefits in upturns.

As the year 2003 passed, the worse disaster of the Hong
Kong economy has come to an end. Although there
were scattered cases of SARS reported in Beijing in April
2004, it is not expected to have adverse impact on the
local economy. Individual visitors from the Mainland will
continue to boost the local consumer market. The closer
economic partnership arrangement is also beneficial to
the continual recovery of the economy. However, the
potential upward trend of the US interest rate which
will be followed by a rise in the local interest rate,
coupled with the macro-economic adjustment policy
implemented in the PRC, will bring in uncertainties to
the favourable investment environment fueled by the
revitalizing economic momentum. As such, the Board is
prudently optimistic about the Group's business in the

coming year.

2004/05 will be a year of steady progression for Town
Health International. Following last year’s operations and
financial restructuring, the Group now possessed
adequate cash with no immediate pressure to raise
further funds, and is well positioned to develop its
operations. As medical and healthcare services generate
steady revenue to the Group, the Group will, in the
new financial year, continue to focus on the development
of this core business. The Group will keep on searching

for suitable locations for the setting up of new clinics.
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Expansion of scope of business and strengthen its
earnings bases

"Expansion of scope of business and strengthen its
earnings bases” have been the Group’s undivided
business objectives. Adhering to these objectives, the
Group re-aligned its strategies in response to the ever-
changing environment. The performance of the Group'’s
investment in healthcare products and traditional
Chinese medicine is not as good as expected. Apart
from the keen competition in the industry, it could also
be attributable to the Group's passive position resulting
from its simply strategic holding of shares without right
to exercising active influence to the company’s
management. The Group intends to hold controlling
stake, if possible, in any future acquisition and will
actively involve in the formulation of the investees’

corporate development strategies.

Favourable returns were registered from investment in
advanced technology medical diagnosis business. Apart
from book profits expected from the successful listing
of Plasmagene on the Growth Enterprise Market of the
Stock Exchange of Hong Kong, the guaranteed profits
generated from the acquisition of Pacific Medical will
also secure steady profit contribution to the Group in
the coming financial year. These achievements enable
the Group to make an important leap in its business
expansion. The Board will continue to explore more
investment opportunities in advanced technology

medical diagnosis industry.

The blooming of the economy and population of the
Mainland China, together with the huge demand for
medical services has created a large market with
abundant opportunities. By acquiring Pacific Medical
which has already been selling medical equipment to
the Mainland, the Group has started to participate in
the Mainland medical services market. However, due to
the difference between the medical systems of Hong
Kong and the Mainland, our participation is still at an
exploring stage, but the development of the Mainland
medical services market will be one of the future focuses

of the Group.
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A corporation must go through the stage of exploration
and trial on its path to success, as achievement never
comes instantly. The Board will keep devoted to
maximize shareholders’ investment returns amid keen

competition in current medical and healthcare market.

Finally, | would like to take this opportunity to extend
my sincere gratitude to our staff for their hard work
rendered over the past year and their contribution to
the Group. Moreover, | would also like to express my
appreciation to shareholders for their continuous support

to the Group.

Cho Kwai Chee

Chairman

24th June, 2004
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MANAGEMENT DISCUSSION AND ANALYSIS

Results and dividends

For the year ended 31st March, 2004, the Group
recorded a turnover of approximately HK$109,717,000
(2003 — approximately HK$123,878,000) and a net loss
attributable to shareholders of approximately
HK$87,669,000 (2003 - net profit of approximately
HK$4,741,000).
approximately HK8.98 cents (2003 - basic earnings per

The basic loss per share was
share of approximately HKO.55 cents).

The Board does not recommend the payment of any
dividend for the year ended 31st March, 2004 so as to
retain cash to finance the continuing development of

the Group's businesses.

Financial review

Gross profit margin of the Group increased from
approximately 39% for the last year to approximately
45% for the current year. Such increase was mainly
attributable to the Group’s stringent control on drug
cost and drug consumption, as well as the Group's

review on the professional staff's remuneration packages.

The Group recorded a loss from operations of
approximately HK$25,153,000 (2003 - approximately
HK$23,236,000). Included in such loss are certain special

items which are listed below:

- Upon disposal of all its interests in WYT Holdings
(see below for details), the Group has decided to
gradually retreat from the retail market of Chinese
pharmaceutical products and would close down its
Wai Yuen Tong Franchise Shop in the financial year
2004/05. Although the Group is able to sell the
Chinese pharmaceutical products held on hand
through other channels, the Group has, however,
made an allowance for Chinese pharmaceutical
products of amount HK$5,000,000 for prudence

sake.

RIEEERER AR AR Town Health International Holdings Company Limited



= W B2 o AT
Management
Discussion and Analysis

o, EEE

— FAEEEEHAERNBEFEMKRER
BERTERDHUREREEZRAI &R
%LFEEEBT M AREBBEDRIFZE

2 FT R & E R £7900,000% T &
3,157,000;%7527@61@%{50

et L EAEREMIBELER AEER
HE-_ZTZTNF=-A=+—BILFEHEN
Br NAIIE B Rl 2 & & BB 492,678,000/ 7T
TTET =4 — 43,274,000/ 7T)

) EBREERBEHENRERSE:

i) MEBERRBTE:

i) FEEE R

iv) HERBSREURYE BFERKR
e

5B

NEE-TEMESBS+—AILER A
EEESEKEEBREAAFELD
26,789,000 T (ZEZT =F - HEam L F
#24724,558,000 L) - BEFWEME L
A 2 BT FRIE 413,336,000 T ' iZ E R TE
EREERBRZBUER-

26 —TZPEFHR  Annual Report 2004

The Group has re-assessed the prospect of the
medical and dental practices and intangible assets
which were acquired in previous years. In view of
the current market conditions, the Group has made
impairment losses of approximately HK$900,000
and HK$3,157,000 for the practices and the

intangible assets respectively.

Discounting the above factors and other non-cash items,

the Group recorded a loss from operations before:

amortization and impairment losses of intangible
assets and goodwill;

depreciation of property, plant and equipment;
allowance for inventories; and

loss on disposal of investments in securities and

property, plant and equipment.

of approximately HK$2,678,000 for the year ended 31st
March, 2004 (2003 - approximately HK$3,274,000).

The Group recorded a net cash inflow from operating
activities of approximately HK$26,789,000 for the year
ended 31st March, 2004 (2003 — net cash outflow of
approximately HK$24,558,000). Included in the amount

was approximately HK$13,336,000 payable in relation

to an acquisition of a subsidiary which was fully settled

subsequent to balance sheet date.
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During the year under review, the Group disposed of
its entire interests in two non-performing associated
companies, i.e. 29.84% interest in WYT Holdings at a
consideration of approximately HK$46,965,000 (net of
related expenses), and 49% interest in Health Dental
Surgery Limited at a consideration of HK$4,500,000.
Although a book loss of approximately HK$46,592,000
was recorded for such disposals, the Group considers
such disposals are beneficial to the Group as (1) the
sale proceeds of approximately HK$51,465,000 received
in cash by the Group providing extra working capital
for the Group and further strengthened the Group’s
financial position; and (2) the Group needs not to share
the losses of these non-performing associated

companies in the future financial years.

The Group has also re-assessed the prospects of its
other associated companies and made an aggregate of
approximately HK$2,535,000 impairment losses in view

of the current economic conditions.

Liquidity and financial resources

As at 31st March, 2004, the Group held cash and bank
balances of approximately HK$57,008,000 (2003 -
approximately HK$68,581,000).
amounted to approximately HK$60,703,000 (2003 -
approximately $52,247,000). Current ratio (defined as

Net current assets

total current assets divided by total current liabilities)
was 3.41 (2003 - 1.79).

The Group has repaid all bank borrowings during the
year under review and therefore did not have any
outstanding bank borrowings as at 31st March, 2004
(2003 — HK$58,556,000).
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Capital structure

As at 31st March, 2004, the Group had shareholders’
equity of approximately HK$189,842,000 (2003 -
approximately HK$254,881,000). Debt-to-equity ratio
(defined as total liabilities divided by shareholders’
equity) was 0.14 (2003 - 0.27).

Most of the trading transactions, assets and liabilities
of the Group were denominated in Hong Kong dollars.
As at 31st March 2004, the Group had no significant

exposure to foreign exchange and interest rate risks.

Segmental information

The Group principally operates in two business
segments, one is the provision of healthcare and dental
services and the other is the sale of healthcare and
pharmaceutical products. The segment of provision of
healthcare and dental services accounted for
approximately 91% of the Group’s consolidated turnover

for the year ended 31st March, 2004.

Employee information
A breakdown of the number of staff of the Group by
responsibilities as at 31st March, 2004 and 2003 is set

out below:

—EENFE —FTE=F 2004 2003

BLTE 35 51  Medical and dental practitioners 35 51
B & 111 121 Assistant nurses 111 121
EEAR 4 5 Management 4 5
T/ XEXE 22 18  Administration/ Clerical support 22 18
172 195 172 195

il

FMERBHNELBRE
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All the employees are stationed in Hong Kong.
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The Group remunerates its employees mainly based on
industry practices and individual’s performance and
experience. On top of regular remuneration,
discretionary bonus and share option may be granted
to eligible staff by reference to the Group’s performance

as well as individual’s performance.

The Group maintains good relationship with its staff.
There has not been any interruption to its operations as
a result of labour disputes. In addition, the Group
provides mandatory provident fund and free-medical

consultation to its employees.

Contingent liabilities
As at 31st March, 2004, the Group had no significant

contingent liabilities.

Future plans for material investments

On 15th March, 2004, the Group entered into a sale
and purchase agreement in relation to the acquisition
of 56.13% interest in Pacific Medical for cash
consideration of HK$27,500,000.

Pacific Medical is an investment holding company
incorporated in the British Virgin Islands and its
subsidiaries principally engaged in the provision of
cardiology and peripheral vascular related surgical
solutions to hospital, medical institutions and medical

practitioners in the Mainland China and Hong Kong.

Details of this acquisition were set out in the
announcement and circular of the Company dated 16th
March, 2004 and éth April, 2004 respectively.

The above transaction was completed on 30th April,
2004.
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EXECUTIVE DIRECTORS

Dr. Cho Kwai Chee, aged 40, is the Chairman and
Chief Executive Officer of the Company as well as the
founder of the Group. Dr. Cho graduated from the
University of Hong Kong and holds the qualifications of
MBBS (HK), FHKCFP, FRACGP, DCH (London), DCH
(RCP&SI) and DCH (Glasgow). He is also the president
and founder of Town Health Children’s Club and
President of Hong Kong Shatin Industries and Commerce
Association Limited. Dr. Cho founded the Group in
December 1989 and now is responsible for directing
the Group’s overall business and development strategies.
He is the brother of Mr. Cho Kwai Yee, Kevin and a son
of Mr. Cho Kam Luk. Dr. Cho is also a director of Origin
Limited, the substantial shareholder of the Company.

Dr. Fung Yiu Tong, Bennet, aged 37, is the Director of
Medical Services of the Group. He graduated from the
University of Hong Kong and holds the qualifications of
MBBS (HK), MRCGP, DCH (London) and DFM (CUHK).
He joined the Group in 1994 and is responsible for the
strategic development of information technology-related

operation of the Group.

Mr. Cho Kam Luk, aged 70, is the father of Dr. Cho
Kwai Chee. He has over forty years’ experience in interior
design and decoration. Over the past thirteen years, he
is responsible for engaging contractors, supervising
administrative staff on constructing the premises of the
medical centers and integrated medical centers of the
Group and the overall design and decoration of such
premises. He has been working with the Group since
December 1989. He is a director of Hong Kong Industrial
Districts Industry and Commerce Associations Limited,
a treasurer of Hong Kong Shatin Industries and
Commerce Association Limited, a consultant to Shatin
JPC Farm and the Vice-chairman of Shatin Livelihood
Concern Group. He is also a director of Health Matrix
International Limited, an associated company of the

Company.
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Mr. Cho Kwai Yee, Kevin, aged 42, is a qualified
associate engineer in building services. He has been
involved in the field of construction, renovation and
business management in the past 15 years and has been
holding various senior executive positions in a number
of corporations. Mr. Cho was appointed as an executive
director of the Company on 24th July, 2001. He is
responsible for the business development of the
Company. Mr. Cho is the brother of Dr. Cho Kwai Chee
and a son of Mr. Cho Kam Luk. Mr. Cho is also a director
of Health Matrix International Limited, an associated

company of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Kam Chiu, aged 51, has engaged in the
catering industry for almost 30 years. He has also
involved in entertainment, property and investment
project in the recent years. Mr. Chan is the founding
chairman of Hong Kong Shatin Industries & Commerce
Association Limited and currently an executive member
of the Committee of The Chinese People’s Political
Consultative Conference of Qingxin County, Guangdong
Province. He is also an honorary president and director
of Shatin Sports Association Limited since 1992 and the
chairman of the Shatin District Junior Police Call since
1996. He was a Hong Kong District Affairs Advisor to
Xinhua News Agency for the period from January 1995
to June 1997. Mr. Chan was appointed as an
independent non-executive Director and the chairman
of the audit committee of the Company both on 30th
July, 2002.
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Mr. Wai Kwok Hung, J.P,, aged 50, is the chairman of
the Shatin District Council. Mr. Wai is a councillor of
the Shatin District Council since 1988. He was also the
chairman of the Culture, Sports and Community
Development Committee of the Shatin Provisional
District Board for the period from 1998 to 1999. He is
currently a vice-president of Shatin Sports Association
Limited, a director of the board of governors of Tin
Sum Valley Public School and Management Committee
Member of Helen Liang Memorial Secondary School.
Mr. Wai was appointed as an independent non-executive
Director and a member of the audit committee of the

Company both on 30th July, 2002.

SENIOR MANAGEMENT

Mr. Mak Yau Hing, aged 35, is the financial controller,
the company secretary and the qualified accountant of
the Company who is responsible for the financial and
accounting management and secretarial affairs of the
Group. Mr. Mak graduated from The Hong Kong
Polytechnic University with a bachelor of arts degree in
accountancy. He is an associate member of the Hong
Kong Society of Accountants and a fellow of the

Association of Chartered Certified Accountants, the
United Kingdom. Mr. Mak joined the Group in July 1999.
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The directors of the Company present their annual report
and the audited financial statements for the year ended
31st March, 2004.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. The
activities of its principal subsidiaries are set out in note

42 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31st March,
2004 are set out in the consolidated income statement

on page 45 of the annual report.

The directors do not recommend the payment of a

dividend.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group acquired property, plant
and equipment of approximately HK$3,836,000 for the

expansion of the Group's business.

Details of these and other movements in the property,
plant and equipment of the Group during the year are

set out in note 14 to the financial statements.

SUBSIDIARIES AND ASSOCIATES

During the year, the Group disposed of its approximately
29.84% interest in Wai Yuen Tong Medicine Holdings
Limited ("“WYT Holdings”) at a total consideration of
approximately HK$47,266,000. WYT Holdings is a
company incorporated in Bermuda with its shares listed
on the Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

The Company also disposed of its 49% interest in Health
Dental Surgery Limited at a consideration of
HK$4,500,000. Health Dental Surgery Limited is a
company incorporated in Hong Kong and is engaged in

the provision of dental consultation services.
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SUBSIDIARIES AND ASSOCIATES (continued)

During the year, the Company entered into an
agreement to acquire 49% interest in Smart Vision (Asia)
Limited at a consideration of HK$9,000,000. Smart Vision
(Asia) Limited is a company incorporated in Hong Kong
and principally engaged in the provision of photographic

design and related services for new-born babies.

The Company also entered into an agreement to acquire
49% interest in Star Shine Limited at a consideration of
HK$6,000,000. Star Shine Limited is a company
incorporated in Hong Kong and principally engaged in

trading of teeth whitening products.

During the year, the Company entered into an
agreement to further acquire 55% interest in Oriental
Elite Limited at a consideration of HK$950,000. Oriental
Elite Limited is a company incorporated in Hong Kong

and principally engaged in property holding.

The Company also entered into an agreement to acquire
100% interest in Dermatonic Skincare and Laser
Treatment Centre Limited at a consideration of
HK$14,000,000. Dermatonic Skincare and Laser
Treatment Centre Limited is a company incorporated in
Hong Kong and engaged in the provision of skincare

and laser treatment services.

The Company further entered into an agreement to
acquire 51% interest in First Oriental Medical Technology
Group Limited at a consideration of HK$11,730,000. First
Oriental Medical Technology Group Limited is an
investment holding company incorporated in the British
Virgin Islands and its subsidiaries engaged in the

production of isotopes for medical uses.

Details of the Company’s principal associates and
subsidiaries at 31st March, 2004 are set in notes 18 and

42 to the financial statements respectively.
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SHARE CAPITAL

During the year, the nominal value of each ordinary
share of the Company was reduced from HK$0.1 per
share to HK$0.01 per share by the cancellation of the
paid-up capital of HK$0.09.

On 25th February, 2004, the Company entered into a
placing agreement with an independent placing agent
in relation to the placing of 31,000,000 new shares to
not less than six independent investors at HK$0.055

per share.

On the same date, the Company also entered into a
placing and subscription agreement with its substantial
shareholder, Origin Limited, in relation to the placing
of 156,000,000 existing shares to not less than six
independent investors at HK$0.055 per share and the
subscription of 156,000,000 new shares at HK$0.055
per share, by Origin Limited.

Details of movements in the share capital of the
Company during the year are set out in note 28 to the

financial statements.

CONVERTIBLE BOND

On 13th October, 2003, the Company entered into a
placing agreement with an independent placing agent
in connection with the placing of HK$13,000,000
convertible bond, to independent third parties, with a
conversion price of HK$0.08 per share. A total of
162,500,000 shares were allotted and issued upon the
conversions in full of the convertible bond during the

year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Articles of Association or the laws of Cayman
Islands, which would oblige the Company to offer new

shares on a pro-rata basis to existing shareholders.
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PURCHASE, SALE OR REDEMPTION OF SHARES
During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the

Company'’s shares.

SHARE OPTIONS

Particulars of the Company’s share option schemes are
set out in note 29 to the financial statements. Other
than as disclosed above, at no time during the year was
the Company, fellow subsidiaries or subsidiaries, a party
to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition
of shares in, or debt securities (including debentures)

of, the Company or any other body corporate.

There were no share options granted to the Company'’s

directors during the year.

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. Cho Kwai Chee

Mr. Cho Kam Luk

Mr. Cho Kwai Yee, Kevin
Dr. Fung Yiu Tong, Bennet

Independent non-executive directors:
Mr. Chan Kam Chiu
Mr. Wai Kwok Hung

In accordance with Article 116 of the Company’s Articles
of Association, Mr. Cho Kwai Yee, Kevin retires from
office at the forthcoming annual general meeting and,

being eligible, offer himself for re-election.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
(continued)

Each of the independent non-executive directors has
been appointed for a term of two years expiring on
29th July, 2004, subject to retirement by rotation and
other related provisions as stipulated in the Articles of

Association of the Company.

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.

37 RIEEEIER AR AR Town Health International Holdings Company Limited



irectors

EERFETHRAERRG HERGK
BEHFzER

RZZETENMFEF=A=+—H AQREER
TETBRABRARRAREERZE (T
REAFRBEGRD ([BHRBEE])F
XVER) 2 B fn - MR N REH T HEHRIEE
HFRHEGROEXVEE7TRSS HEME AR
ARz R (RIEREZES RS
PIBEBIEX RERBIENEEREAE R R
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DIRECTORS' AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31st March, 2004, the interests of the directors
and chief executives of the Company in the shares,
underlying shares and debentures of the Company and
its associated corporations (within the meanings of Part
XV of the Securities and Futures Ordinance (“SFO"))
which require notification to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of
SFO (including interests and short position which they
were taken or deemed to have under such provisions of
SFO), or which were required, pursuant to Sections 352
or 345 of Part XV of the SFO, to be entered in the
register referred to therein, or which required, pursuant
to Rule 5.40 to 5.58 of the Rules Governing the Listing
of Securities in the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (the "GEM Listing
Rules”), to be notified to the Company and the Stock

Exchange were as follow:

(1) =27 (1) The Company
Kz 7E Long position in shares
HARRABE BT
RS AnE - &) BRAE DL
EER™E Percentage of
Number of the issued
EspE &5 issued ordinary share capital
Name of director Capacity shares held of the Company
BEeEREE EmBEAA 1,281,378 0.10%
Mr. Cho Kam Luk Beneficial owner
EETH RREEAEFAE (M) 163,330,641 13.08%
Dr. Cho Kwai Chee Held by controlled
corporation (note)
BREEE BEDEEA 2,689,090 0.22%

Dr. Fung Yiu Tong, Bennet
BiFE: Origin Limited$¥ A & #£163,330,641
R IERRBIR_FZTWMF=A
=+—HAZBEBITRHA13.08%
Origin Limited 2 #E & TR A B E
EFREER-
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Beneficial owner

Note: An aggregate of 163,330,641 shares were held by
Origin Limited, representing approximately 13.08%
of the Company’s shares in issue as at 31st March,
2004. The entire issued share capital of Origin
Limited is owned by Dr. Cho Kwai Chee.
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EERFTRTBRAERRO -EERO R
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(2)
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FARzHABEE (ERRIFREE
ROIEXVE) EEBERERAT ([EE

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)

(2) Health Matrix International Limited (“Health

Matrix"), an associated corporation (within the

BRI meanings of Part XV of the SFO) of the Company:
BGZHFE Long position in shares
HARRATE BT
e T BRAE DL
EER™E Percentage of
Number of the issued
EspE 55 issued ordinary share capital
Name of director Capacity shares held of the Company
el BT EERE (i) 5,600,000 80%
Mr. Cho Kam Luk Held by controlled

corporation (note)

i3 : True Destination Incorporated#§ A&
& #£5,600,0000% A& 19+ 1 3 Bz B BR 70
—TZTNE=[A=+—HEBTRH
80% - & & [& % £ ¥ A True
Destination Incorporated4972.50%

e o

BEXAREEIN R_ZEMNE=H
=t —B BEARFAREZSFRBEK
15535283451 R EF B 2 B ATaC
B ARBRRER TETRABHES
ZHBE A LB EE AN QR SHE T A R
EEZ RS EERD P EE T ERE

SkA

RAFEEF4E B S FREA R A&
EMERAEEEXBER (KARHEE
AMBARARFNTMARRERTNE
TEERIREEEEANG) 2EAA
#e

Note: An aggregate of 5,600,000 share were held by
True Destination Incorporated, representing 80%
of the shares of Health Matrix in issue as at 31st
March, 2004. True Destination Incorporated is
owned as to approximately 72.50% by Mr. Cho
Kam Luk.

Other than as disclosed above, none of the
directors, the chief executives of the Company, nor
their associates had any interests or short positions
in the shares or underlying shares of the Company
or any of its associated corporations as at 31st
March, 2004 as recorded in the register required to
be kept by the Company under sections 352 or
345 of the SFO.

There were no contracts of significance in relation
to the Group's business to which the Company or
any of its subsidiaries was a party and in which a
director of the Company had a material interest,
whether directly or indirectly, subsisted at the end

of the year or at any time during the year.
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ZEBmRKR
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EHLHERIFEBHRREFEZIER
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Name of shareholder

52

Origin Limited

Capacity

ZFEA (M)

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS DISCLOSABLE UNDER THE SFO

As at 31st March, 2004, the register of substantial
shareholders maintained by the Company pursuant to
Section 336 of the SFO shows that the following
shareholder had notified the Company of relevant
interests or short position in the shares or underlying

shares of the Company.

EELARBE BT
BT BRAE DL
EER™E Percentage of

Number of the issued

issued ordinary share capital
shares held of the Company

163,330,641 13.08%

Trustee (Note)

Origin Limited# & & #£163,330,64 1% %
R ARR_ETNF=A=+—H
2 B EITAR() £913.08% © Origin Limited%®
BEBTRABEETEEER-

BREXEBEEN R_ZETEF=A=+
— B BARRRERE 5 LB RD 5 3361k
REFEZERMALE AARYEEX
FAAL (RRAREEREIZTHABEKIN
AR R R SE B A {0 o %A am gOK

A
Be
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Note: An aggregate of 163,330,641 shares were held by

Origin Limited, representing approximately 13.08% of
the Company’s shares in issue as at 31st March, 2004.
The entire issued share capital of Origin Limited is
owned by Dr. Cho Kwai Chee.

Other than as disclosed above, the Company has not
been notified by any person (other than directors or
chief executives of the Company) who had an interest
or short positions in the shares or underlying shares of
the Company as at 31st March, 2004 as recorded in the
register required to be kept by the Company under
section 336 of the SFO.
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KRB SAEAT E A A A H 88 2 B0 SR 78
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il o

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March, 2004, the percentage
of turnover attributable to the Group’s five largest
customers is less than 30% of the Group’s total turnovers.
The five largest suppliers of the Group and the largest
supplier accounted for approximately 75% and 23% of

the Group’s total purchases respectively.

Included in the five largest suppliers are Kowloon
Hearing Services Limited which is owned by Mr. Lai
Kwok Fai, a director of the Company’s subsidiary, and,
Wai Yuen Tong (Retail) Limited which is a subsidiary of a
former associate of the Group. Kowloon Hearing Services

Limited is the largest supplier of the Group.

Other than the aforementioned, at no time during the
year, the directors, their associates, or any shareholders
(which, to the knowledge of the directors, own more
than 5% of the Company’s share capital) had a beneficial

interest in anyone of the Group'’s top five suppliers.

COMPETING INTERESTS

Save as disclosed in the section “Major Customers and
Suppliers”, none of the directors, management
shareholders or controlling shareholders of the Company
(as defined in the GEM Listing Rules) has an interest in
a business which competes or may compete with the

business of the Group during the year.

DIRECTORS’
DEBENTURES

At no time during the year was the Company, or any of

RIGHTS TO ACQUIRE SHARES OR

its subsidiaries a party to any arrangements to enable
the directors of the Company to acquire benefits by
means of the acquisition of shares in, or debt securities
including debentures of, the Company or any other body
corporate, and none of the directors or their spouses or
children under the age of 18 had any right to subscribe
for the securities of the Company, or had exercised any

such right.
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BOARD PRACTICE AND PROCEDURES

For the year ended 31st March, 2004, the Company
was in compliance with the Board Practices and
Procedures as set out in rules 5.34 to 5.45 of the GEM
Listing Rules.

AUDIT COMMITTEE

The Company has established an audit committee with
written terms of reference in compliance with Rules 5.28
to 5.33 of the GEM Listing Rules. The primary duties of
the audit committee are to review the Company’s annual
report and accounts, interim reports and quarterly
reports and to provide advice and comments thereon
to the Board of Directors. The audit committee will also
be responsible for reviewing and supervising the Group's

financial reporting and internal control procedures.

The audit committee comprises two independent non-
executive directors, namely Mr. Chan Kam Chiu and Mr.
Wai Kwok Hung. Mr. Chan Kam Chiu is the chairman of
the Committee. The Committee has met four times

during the year.

AUDITORS
A resolution will be submitted to the forthcoming annual
general meeting to re-appoint Messrs. Deloitte Touche

Tohmatsu as auditors of the Company.

On behalf of the Board

Cho Kwai Chee

Chairman

Hong Kong, 24th June, 2004
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TO THE SHAREHOLDERS OF

TOWN HEALTH INTERNATIONAL HOLDINGS
COMPANY LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 45
to 111 which have been prepared in accordance with

accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company’'s directors are responsible for the
preparation of financial statements which give a true
and fair view. In preparing financial statements which
give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied

consistently.

It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and
to report our opinion solely to you, as a body, and for
no other purpose. We do not assume responsibility
towards or accept liability to any other person for the

contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements
of Auditing Standards issued by the Hong Kong Society
of Accountants. An audit includes examination, on a
test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes
an assessment of the significant estimates and

judgments made by the directors in the preparation of
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the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the
Company and the Group, consistently applied and

adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence
to give reasonable assurance as to whether the financial
statements are free from material misstatement. In
forming our opinion we also evaluated the overall
adequacy of the presentation of information in the
financial statements. We believe that our audit provides

a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and
fair view of the state of affairs of the Company and the
Group as at 31st March, 2004 and of the loss and cash
flows of the Group for the year then ended and have
been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies

Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 24th June, 2004
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Consolidated Income

Statement

BE-TTMF=AST—ALFE

For the year ended 31st March, 2004

—E2EMF —ET=F
2004 2003
Bt & BT BT
NOTES HK$ HK$
EEHE Turnover 4 109,717,220 123,878,249
HEKK Cost of sales (60,660,700) (74,955,055)
EH Gross profit 49,056,520 48,923,194
Hma il A Other operating income 5 2,037,351 6,700,590
THEX Administrative expenses (70,689,249) (70,415,896)
HEmMmax Other operating expenses 6 (5,557,233) (8,443,527)
REBR Loss from operations 7 (25,152,611) (23,235,639)
BEKA Finance costs 8 (1,260,428) (2,863,564)
HEBERAZ (Loss) gain on disposal of
(B#R) e associates 9 (46,592,377) 44,404,878
AN Share of results of associates (4,850,016) (522,628)
HEMB AR W& Gain on disposal of subsidiaries 32 191,118 -
BN ERE AT Amortisation of goodwill arising
GiReTEE S on acquisitions of associates (6,553,130) (7,003,015)
BBEHREARMEEEL Impairment loss recognised in
ERZAEBE respect of goodwill arising
on acquisitions of associates (2,534,688) (1,691,818)
JEWEEE DA B R A Allowance for amounts due
from associates - (3,400,000)
BRBiAT (B518) & (Loss) profit before taxation (86,752,132) 5,688,214
A Taxation 12 (517,153) (804,580)
RetDBRRERZ (Loss) profit before minority
(B548) &M interests (87,269,285) 4,883,634
DER R Minority interests (400,025) (142,628)
FECEFEE) 47 Net (loss) profit for the year (87,669,310) 4,741,006
Bk (FR) 27 (Loss) earnings per share
- EAREE - Basic and diluted 13 (8.98 cents) 0.55 cents
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Consolidated

Balance Sheet

RZZZWF=A=+—H At 31st March, 2004

—E2EMF —ET=F
2004 2003
P BT BT
NOTES HK$ HK$
knBEE Non-current assets
NE -BERRE Property, plant and equipment 14 35,671,812 24,750,916
EVEE Intangible assets 15 1,800,000 5,690,644
BE Goodwill 16 44,569,819 29,514,225
NN A F Interests in associates 18 47,448,159 144,633,659
REHFZEE Investments in securities 19 4,357,812 249,001
133,847,602 204,838,445
RBEE Current assets
"E Inventories 20 4,265,678 12,983,422
FE M iR R % L At PR MR ROR Trade and other receivables 21 20,742,022 30,132,853
JEW B BIEA TR Amounts due from related
parties 22 3,209,149 5,652,150
ER kS Tax recoverable 653,907 1,203,403
EERBITER Pledged bank deposits 10,000,000 40,000,000
RITEHEAS Bank balances and cash 47,007,994 28,581,288
85,878,750 118,553,116
nEBEE Current liabilities
BT BR S R E A 3R TE Trade and other payables 23 22,361,389 8,941,109
JERTIE R Al D8 Amounts due to minority
R R shareholders of subsidiaries 24 2,814,725 943,677
RITEE - —FARIH Bank borrowings - due within
one year 25 - 56,421,050
25,176,114 66,305,836
RBEEFE Net current assets 60,702,636 52,247,280
BEERARBEE Total assets less current
liabilities 194,550,238 257,085,725
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Consolidated
Balance Sheet

RZZZEWF=A=+—H At31st March, 2004

—E2EMF —ET=F
2004 2003
Bt BT BT
NOTES HK$ HK$
knBasE Non-current liabilities
ELERBEAEG Deferred tax liabilities 27 779,851 -
BITEE — —FRIH Bank borrowings - due after
one year 25 - 2,135,322
779,851 2,135,322
LR RER Minority interests 3,928,730 68,906
189,841,657 254,881,497
EXRGEE Capital and reserves
& Share capital 28 12,491,820 89,968,200
&t Reserves 177,349,837 164,913,297
189,841,657 254,881,497

FASENNEZUBHRERLEHESTEN =T The financial statements on pages 45 to 111 were
ENERAZTHBEREREETEILAT approved and authorised for issue by the Board of

IATRREEZSHRE: Directors on 24th June, 2004 and are signed on its
behalf by:
BEET EoM
Cho Kwai Chee Cho Kam Luk
EF EF
DIRECTOR DIRECTOR
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Balance Sheet

RZZZWF=A=+—H At 31st March, 2004

—E2EMF —ET=F
2004 2003
P BT BT
NOTES HK$ HK$
knBEE Non-current assets
NG -PNCIPA: £ Interests in subsidiaries 17 174,019,746 218,775,455
JFE Wi Bl & 1) B R Amounts due from associates 18 216,241 206,241
174,235,987 218,981,696
RBEE Current assets
FE MR R % L A PR MR ROR Trade and other receivables 21 1,386,682 331,208
J& W — R Y B A R 5k 08 Amount due from a subsidiary 17 14,217,707 12,354,395
BEEMRTER Pledged bank deposits 10,000,000 40,000,000
BITHER Bank balances 18,783,250 2,412,822
44,387,639 55,098,425
nEBEE Current liabilities
FE A BR X I A B A TR Trade and other payables 23 105,758 7,289
RITEE - —FARIH Bank borrowings - due within
one year 25 - 52,339,936
105,758 52,347,225
RBEEFE Net current assets 44,281,881 2,751,200
BEERARBEE Total assets less current
liabilities 218,517,868 221,732,896
kRBEE Non-current liability
e —RM B A RHIE Amount due to a subsidiary 26 35,106,682 -
183,411,186 221,732,896
BXR#EE Capital and reserves
B Share capital 28 12,491,820 89,968,200
G Reserves 30 170,919,366 131,764,696
183,411,186 221,732,896
BET BEoMkE
Cho Kwai Chee Cho Kam Luk
= =
DIRECTOR DIRECTOR
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Consolidated Statement
of Changes in Equity

HEZZZWF=A=+—HILFE Forthe year ended 31st March, 2004

REEH

(REER)

Tft  Retained
AREE profits

L& RHEE RAHE  Distribut-  (accumu-
Share Share Capital able lated st
capital premium reserve reserve losses) Total
BT BT B B BT BT
HK$ HK$ HK$ HK$ HK$ HKS
(B &) (P =5ii)
(Note i) (Note ii)
WZEZZEMA—-F At 1st April, 2002 69,100,000 95,713,736 10,032,822 - 34,079,461 208,926,019
BHRe Issue of new shares 20,868,200 22,982,660 - - - 43,850,860
B ETHEY Share issue expenses - (2,636,388) - - - (2,636,388)
ERMAMN Net profit for the year - - - - 4,741,006 4,741,006
RZEE=F At 31st March,
ZA=+-A 2003 89,968,200 116,060,008 10,032,822 - 38,820,467 254,881,497
eN:IV A2 Effect of capital
reduction (80,971,380) - - 72,670,245 8,301,135 -
BOERG Issue of new shares 3,495,000 19,790,000 - - - 23,285,000
BRDBITRY Share issue expenses - (655,530) - - - (855,530)
FRFER Net loss for the year - - - - (87,669,310) (87,669,310)
e At 31st March,
ZA=+—-A 2004 12,491,820 135,194,478 10,032,822 72,670,245 (40,547,708) 189,841,657
B 5 Notes:

() AEEZBRABEBDIEARAMETLER () Capital reserve of the Group represents the difference

2 T 18 350,000/ jT B Town Health (BVI) between the nominal value of HK$350,000 of the ordinary

Limited (IBIER _TTZTFNAETEE share issued by the Company and the nominal value of

EEFEBERROKBZHBEAR) 2 RA the share capital of approximately HK$10,383,000 of Town

M {E #710,383,000/ T 2 =58 Health (BVI) Limited, a subsidiary acquired through an
exchange of shares pursuant to the group reorganisation
in April 2000.

(i) AEEzAHEIIREEIDIERAERAMES (i) The distributable reserve of the Group represents the
TR IBERMIEE28 © amount arising from the reduction of share capital, details
of which are set out in note 28.

49 RIEEEIER AR AR Town Health International Holdings Company Limited



ll_\é\iﬁlﬁﬁii

Consolidated
Cash Flow Statement

HE-TZNHF=A=+—HItFE Forthe year ended 31st March, 2004

—EEQNF —ET=F
2004 2003
B BT
HK$ HK$
mEEK OPERATING ACTIVITIES
e EE Loss from operations (25,152,611) (23,235,639)
BHATEBRELAE: Adjustments for:
MEBA Interest income (277,478) (880,277)
REEEMIREEE 2 Dividend income from unlisted
=S ON investments = (40,500)
BHEBEVEE Amortisation of intangible assets 733,411 876,360
BEECCHER Impairment loss recognised in
MEEE respect of intangible assets 3,157,233 1,769,381
BHEWEMNELR AR Amortisation of goodwill arising
FEDHMEREE on acquisitions of subsidiaries,
medical and dental practices 3,604,866 3,122,067
WHEMERR HE Impairment loss recognised in
TEYOMMEEEZ respect of goodwill arising on
BERERRERE acquisitions of subsidiaries,
medical and dental practices 900,000 2,163,530
mE-BEREEZ Depreciation and amortisation of
TEREH property, plant and equipment 6,544,844 5,900,870
FERE Allowance for inventories 5,000,000 -
HENE BER&E Loss on disposal of property,
ZEB# plant and equipment 1,033,843 1,618,632
el — R R E DA Allowance for amounts due from
AR AE an investee = 452,031
BFRECDHR Impairment loss recognised in
HEEE respect of investments in securities = 618,029
HEEFREZER Loss on disposal of investments
in securities - 4,510,616
HERBRITBDM Loss on disposal of medical and
ZIEE dental practices 1,500,000 -
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Consolidated

Cash Flow Statement

BE_ZTNF=A=+—BLLFE

For the year ended 31st March, 2004

—E2EMF —ET=F
2004 2003
Bt BT BT
NOTES HK$ HK$
AAEBESEDA 2 Operating cash outflow before

BERE RN working capital changes (2,955,892) (3,124,900)
FERD (M) Decrease (increase) in inventories 3,933,830 (2,662,754)
8 Wi BR 3R % L A B U R Decrease (increase) in trade and

wA (i) other receivables 10,693,644 (12,229,600)
B BEEALTHIA Decrease (increase) in amounts due

A (B ) from related parties 2,443,001 (3,994,235)
FERTBR TN H A B3 Increase (decrease) in trade and

1 Ofi ) other payables 615,771 (793,416)
ReXBEL (RA) 2R Cash from (used in) operating activities 14,730,354 (22,804,905)
(E#) REFBMEH Hong Kong Profits Tax (paid) refunded (16,681) 1,110,184
EAAE Interest paid (1,260,428) (2,863,564)
CeExBEL (%A) NET CASH FROM (USED IN)

REFH OPERATING ACTIVITIES 13,453,245 (24,558,285)
REXH INVESTING ACTIVITIES
HEBE AR AEHE Proceeds from disposal of associates 51,464,489 15,159,868
Bl E R AIRE Dividend received from associates 499,239 6,524,528
B W7 8 Interest received 277,478 880,277
HEME BB KRR Proceeds from disposal of property,

BT 1S 3R plant and equipment = 105,146
BAKEBA Acquisition of subsidiaries 31 (13,528,609) (6,072,650)
BABZL Tﬁéﬁ?& Purchase of interests in associates (15,130,011) (20,701,347)
BADE HERR Purchase of property, plant and

equipment (3,835,504) (16,416,342)
JE W & 1 B IR L AN Increase in amounts due from

associates (1,559,986) (7,714,862)
JEY — R % & 2R I AN Increase in amount due from an investee (667,260) -
BARBRIBZH Acquisition of medical and dental

practices 33 (950,000) -
HE/ REANBERT Disposal/deconsolidation

of subsidiaries 32 (43,162) -
BEWELTIREERRE Dividend received from unlisted

investments - 40,500
HERBRTEZM Proceeds from disposal of medical

AT {3 %R and dental practices 34 = 3,455,085
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Consolidated
Cash Flow Statement

BE_ZTTMF=A=+—-HLLFE

For the year ended 31st March, 2004

—E2EMF —ET=F
2004 2003
B BT
HK$ HK$
RETBEL (A2 NET CASH FROM (USED IN)
BeFE INVESTING ACTIVITIES 16,526,674 (24,739,797)
wmE FINANCING ACTIVITIES
BEBEIETRD (M) Decrease (increase) in pledged bank deposits 30,000,000 (40,000,000)
BIRHISHIAE Proceeds from issue of shares 23,285,000 43,850,860
MERE New borrowings raised 19,994,033 12,914,893
MEARDERRRN Advance from minority shareholders
of subsidiaries 53,246 303,220
BERE Repayment of borrowings (42,407,179) (46,457)
BEMEMAEE Repayment of obligation under finance lease (1,596,457) -
REARHNENZAX Expenses paid in connection with the
issue of shares (655,530) (2,636,388)
mEERRDHBRR Dividend paid to minority shareholders
TRBRE of subsidiaries (378,390) -
BOAHREEE Redemption of convertible notes = (37,701,973)
HETRBKREEMEHIE Proceeds from disposal of convertible note = 12,000,000
REELE (BA) 2 NET CASH FROM (USED IN) FINANCING
BEeFH ACTIVITIES 28,294,723 (11,315,845)
ReRREEEER INCREASE (DECREASE) IN CASH AND
&2 R 4) CASH EQUIVALENTS 58,274,642 (60,613,927)
ERzBERAEEERE CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR (11,266,648) 49,347,279
FRZAERASEEEE CASH AND CASH EQUIVALENTS AT
END OF YEAR 47,007,994 (11,266,648)
ReRREEEER ANALYSIS OF THE BALANCES OF CASH
EBRAW AND CASH EQUIVALENTS
RITEHREBAS Bank balances and cash 47,007,994 28,581,288
RITEZX Bank overdraft = (39,847,936)
47,007,994 (11,266,648)
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For the year ended 31st March, 2004

GENERAL

The Company is incorporated as an exempted
company with limited liability in the Cayman Islands
and its shares are listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The Company is an investment holding company.
The activities of its principal subsidiaries are set

out in note 42.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has adopted, for the
first time, the Statement of Standard Accounting
Practice (“SSAP") 12 (Revised) “Income taxes” under
the Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Society of
Accountants (“HKSA"), the term of HKFRS is
inclusive of SSAPs and Interpretations approved by
the HKSA. The
implementation of SSAP 12 (Revised) is in relation
to deferred tax. SSAP 12 (Revised) requires the

principal effect of the

adoption of a balance sheet liability method,
whereby deferred tax is recognised in respect of
all temporary differences between the carrying
amounts of assets and liabilities in the financial
statements and the corresponding tax bases used
in the computation of taxable profit, with limited
exceptions. In the absence of any specific
transitional requirements in SSAP 12 (Revised), the
new accounting policy has been applied

retrospectively.

The deferred tax asset arising from tax losses
recognized under the new policy at 1st April, 2002
amounted to approximately HK$221,000. The
amount has been offset by the deferred tax liability
of the same amount in respect of the accelerated
tax depreciation and hence there is no net effect
on the opening balance of retained profits at 1st
April, 2002.

RIEEEIER AR AR Town Health International Holdings Company Limited



2.

54

Bt %% 8 R MY A

Notes to the
Financial Statements

BE-_ZTNF=A=1+-HLFE

RMBERYMBERBEL (&)

RIBZ=F=A=+—HHBERHNIEE
BEAZEEHRIAEENR699,0008
T ZEEECUAFRELCHAAEE
HOREHBE T =F=R=1+—H
TFEZREITBEEMFRETE-

R-ZEZEME=ZRA=+—H HRAHE
BEELEZRELEHIEEEL /485,000
BT M KB AMERBETE D
542,000 7T 2 JE A i I8 8 (1 8 - BUR
FEXEMIBEZ L E N4 57,0004
TOEEMIEABREE R REEAN
JB A R FTE £ #723,0005 T e

FRGHBE

B 5 98 % T LR S8 AR AR St
O EHFIRA 2 A 5] RIRME
B R R 2 B RAE R
Rz EB R BAEBLMT

GABEBEEE
EAMBREAEADRIREWBE AR
HESFE=A=+—H WKH*x-

REAWBHIHEZMBEARRBER
Al EE DimRBEM A RRFTES
AAERELMAH RERBAME) b
AR A R EERA-

—ZTTMFEFHR Annual Report 2004

For the year ended 31st March, 2004

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

The deferred tax assets arising from tax losses
recognised at 31st March, 2003 amounted to
approximately HK$699,000. The assets have been
offset by the deferred tax liability of the same
amount and hence there is no net effect on the

results for the year ended 31st March, 2003.

As at 31st March 2004, deferred tax asset arising
from tax losses recognized amounted to
approximately HK$485,000 and the amount has
been offset by the deferred tax liability of
approximately HK$542,000 in respect of the
accelerated tax depreciation and accordingly, there
is an increase of taxation charge of approximately
HK$57,000 on the results of the current year.
Included in amount of deferred tax liability, there
is approximately HK$723,000 arising from the

acquisition of subsidiaries.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under
the historical cost convention as modified for the
valuation of certain investments in securities, and
in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting

policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and its

subsidiaries made up to 31st March each year.

The results of subsidiaries and associates acquired
or disposed of during the year are included in the
consolidated income statement from the effective
date of acquisition or up to the effective date of

disposal, as appropriate.
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For the year ended 31st March, 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of consolidation (continued)

All significant intercompany transactions and
balances within the Group are eliminated on

consolidation.

Goodwill

Goodwill arising on consolidation represents the
excess of the cost of acquisition over the Group’s
interest in the fair value of the identifiable assets
and liabilities of a subsidiary or an associate or
medical and dental practices at the date of

acquisition.

Goodwill is capitalised and amortised on a straight-
line basis over its useful economic life. Goodwill
arising on the acquisition of an associate is included
within the carrying amount of the associate.
Goodwill arising on the acquisition of subsidiaries
or medical and dental practices is presented

separately in the balance sheet.

Investments in subsidiaries
Investments in subsidiaries are included in the
Company'’s balance sheet at cost less any identified

impairment loss.

Interests in associates

The consolidated income statement includes the
Group's share of the post-acquisition results of its
associates for the year. In the consolidated balance
sheet, interests in associates are stated at the
Group's share of the net assets of the associates
plus the goodwill on acquisition, less any identified

impairment loss.

RIEEEIER AR AR Town Health International Holdings Company Limited
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For the year ended 31st March, 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition
Medical and dental consultation income is

recognised when the related services are rendered.

Management and administrative service fee income
in relation to provision of healthcare services is

recognised when services are rendered.

Licence fee income is recognised with reference to

the terms of the relevant agreements.

Sales of healthcare and pharmaceutical products
are recognised when goods are delivered and title

has passed.

Profit guaranteed income is recognised when the
Group's entitlement has been established with

reference to the terms of the relevant agreements.

Interest income is accrued on a time basis by
reference to the principal outstanding and at the

rates applicable.

Dividend income from investments is recognised
when the shareholders’ right to receive payment

have been established.

Other consultancy fee income is recognised when

the related services rendered.

Property, plant and equipment
Property, plant and equipment are stated at cost
less accumulated depreciation and amortisation and

accumulated impairment losses.



57

Bt %% 8 R MY &

Notes to the
Financial Statements

BE-TTMF=AST—ALFE

TESFTHEER (&)
ME-BERKRE (&)

BET A BRI IART A £ A F I
HEHRAEERTERBE BHFEM
T~

i A F E
BF 5%
HEWHEEE A4 F A
R EE 20%

RE 20%
TEARKE 10%—33"/:%

NEEEHRHBEREE 2 EMREHE
BIOHERGHRAEEEEREEZE
BRRERAERAR.

BREE
BIVEETDRIATRIEBEZWERA: ()E
PEARAMBRENEES TREE
dh o AR ([EERHEEN]) K (i)
TR E ] 2 2WETBHRTTRERE
EETHREZEZRBHAMAF S
RAEN (THEHER]) -

BB BE TSR AR AR 3 AR 2 E B
AAEZBEBE - BRKREBRERHEE
BN R BEZRENZERATIABERED
Bt+FEROFHEH-

For the year ended 31st March, 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (continued)

Depreciation and amortisation is provided to write
off the cost of the assets over their estimated useful
lives, using the straight-line method, at the

following rates per annum:

Land Over the term
of the lease

Buildings 5%

Leasehold improvements Over the term
of the lease

Furniture and fixtures 20%

Motor vehicle 20%

Tools and equipment 10 - 33"/5%

The gain or loss arising from the disposal or

retirement of an asset is determined as the

difference between the sale proceeds and the

carrying amount of the asset and is recognised in

the income statement.

Intangible assets

Intangible assets represent the costs of acquisition
of (i) an exclusive right to produce and sell certain
health products in the Peoples’ Republic of China
(the "Production and Sale Right”); and (ii) an
exclusive right to operate certain number of
franchise shops in Hong Kong Special
Administrative Region under the name of “Wai Yuen
Tong” for a term of five years (the “Franchise

Right”).

Intangible assets are stated at cost less amortisation
and any identified impairment loss. The cost in
relation to the acquisition of Production and Sale
Right and the Franchise Right is amortised on a
straight-line basis over the period of ten years and

five years respectively.

RIEEEIER AR AR Town Health International Holdings Company Limited
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For the year ended 31st March, 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in securities
Investments in securities are recognised on a trade-

date basis and are initially measured at cost.

Investment securities, which are securities held for
an identified long-term strategic purpose, are
measured at subsequent reporting dates at cost,
as reduced by any impairment loss that is other

than temporary.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-
in, first out method. Net realisable value represents
the estimated selling price less all estimated costs

to be incurred in marketing, selling and distribution.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have
suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An
impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but
so that the increased carrying amount does not
exceed the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income

immediately.
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For the year ended 31st March, 2004

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 net profit
as reported in the income statement because it
excludes items of income or expense that are
taxable or deductible in other years and it further
excludes 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 balance sheet date.

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

profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, 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.

RIEEEIER AR AR Town Health International Holdings Company Limited
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For the year ended 31st March, 2004

SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow

all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability
is settled or the asset realised. Deferred tax is
charged or credited in the income statement,
except when it relates to items charged or credited
directly to equity, in which case the deferred tax is

also dealt with in equity.

Deferred tax assets and liabilities are offset when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle

its current tax assets and liabilities on a net basis.

Operating leases
Rentals payable under operating leases are charged
to the income statement on a straight-line basis

over the relevant leases term.

Retirement benefits schemes
Payments to the Mandatory Provident Fund Scheme

are charged as an expenses as they fall due.
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4. BEERHEER s
BEBNIEEFE - HFE R R ERRIEF
o -giamT:

TURNOVER AND SEGMENT INFORMATION
Turnover represents the aggregate of the net
amounts received and receivable from third parties

and is summarised as follows:

—EEQNE —BE=F
2004 2003
BT H T
HK$ HK$

AR 2 T BER %S Provision of healthcare and
dental services 100,275,330 99,536,055

HERBRZEmR Sales of healthcare and

pharmaceutical products 9,441,890 24,342,194
109,717,220 123,878,249

REEMS AEEEMAMELIEZR
EEH-REBERTERBALEE
Ko B o

e RERER - Z‘“%$EIZ
7F B AR 7 BERTED
Ffr MALKE
AR BRME
B RATH R
B RES
[ i 28 7%
P 1=
o
e HERER — HERRE K EE
B m-BEER

o

|
%éi

For management purposes, the Group is currently
organised into two major operating divisions -
provision of healthcare and dental services and sales

of healthcare and pharmaceutical products.

e Provision of — Operations of the Group's
healthcare medical and dental
and dental practices, provision of
services management and

administrative services to
private medical and dental
practitioners and licensing

of the name “Town Health

Centre”.

e  Sales of — Sales of healthcare and
healthcare and pharmaceutical products
pharmaceutical including traditional
products Chinese medicine.
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For the year ended 31st March, 2004

4. EXBERDEEHR (#B) 4. TURNOVER AND SEGMENT INFORMATION
(continued)
RERERRTNERE HERERER
Provision of healthcare Sales of healthcare and st
and dental services pharmaceutical products Total
ZBEME  “TT-E CBERE CFIC ZEEME  CFICE
2004 2003 2004 2003 2004 2003
BT B BT B BT B
HKS HKS HKS HKS HKS HKS
EEE TURNOVER 100,275,330 | 99,536,055 | 9,441,890 | 24,342,194 109,717,220 | 123,878,249
S RESULTS
HEEE Segment results (8,606,133) | (10,371,345) | (15,715,014) | (7,805,566 | (24,321,147) | (18,176,911)
FIEEERY Unallocated corporate expenses (640,346) | (5,058,728)
BERE Finance costs (1,260,428) | (2,863,564)
HERELF (Loss) gain on disposal of
(B#8) %z associates (46,592,377) | 44,404,878
EEBELAEE Share of results of associates (4,850,016) | (522,628)
BulBRELA Amortisation of goodwill
fEEE arising on acquisitions
of associates (6,553,130) | (7,003,015)
WEBENRMEEE  Impairment loss recognised in
LBEZREER respect of goodwill arising on
acquisitions of associates (2,534,688) | (1,691,818)
EUBEDATERE Allowance for amounts due
from associates - | (3,400,000)
WA (BR) &M (Loss) profit before taxation (86,752,132) | 5,688,214
i Taxation (517,153) | (804,580)
Rit S ERRERA (Loss) profit before minority
(E58) & interests (87,269,285) | 4,883,634
PEURFER Minority interests (400,025) | (142,628)
ER(EEB) 47 Net (loss) profit for the year (87,669,310) | 4,741,006

62
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For the year ended 31st March, 2004

4. EXBROEER (B) 4. TURNOVER AND SEGMENT INFORMATION
(continued)
RURBRINRE HERRRER
Provision of healthcare Sales of healthcare and st
and dental services pharmaceutical products Total
ZEERE  -TIT-F ZBEME -TI-F ZEEME —53-%
2004 2003 2004 2003 2004 2003
BT B BT B BT B
HK$ HKS HK$ HKS HK$ HKS
EE ASSETS
FBEE Segment assets 111,615,541 | 82,153,468 | 11,151,308 | 26,720,607 122,766,849 | 108,874,075
N PN Interests in associates 47,448,159 [ 144,633,659
AOREE Unallocated assets 49,511,344 | 69,883,827
BEE Total assets 219,726,352 | 323,391,561
8% LIABILITIES
PEERE Segment liabilities 10,465,009 | 7226741 [ 1,599,315 [ 1,180,917 | 12,064,324 | 8,407,658
AREE Unallocated labilities 13,891,641 | 60,033,500
28R Total liabilities 25,955,965 | 68,441,158
&N OTHER INFORMATION
BAYH Capital expenditure 18,339,240 | 16,220,207 298,968 6,196,135 | 18,638,208 | 22,416,342
nE BERREL Depreciation and amortisation
TEREE of property, plant and
equipment 5,357,435 4911642 | 1,187,409 989,228 | 6,544,844 5,900,870
BRNENBAR Amortisation of goodwill
RERTED arising on acquisitions
fEmE of subsidiaries, medical
and dental practices 2,750,392 2,267,593 854,474 854,474 | 3,604,866 3,122,067
BHEVEE Amortisation of intangible
assets - - 733,411 876,360 733,411 876,360
RUATRE®RL Impairment loss recognised
REEE: in respect of:
- BVEE - intangible assets - - | 3,157,233 1,769,881 3,157,233 1,769,881
- WEWELAE EER - goodwil arising on
FTEDFHEEE acquisitions of
subsidiaries, medical
and dental practices 900,000 2,163,530 - - 900,000 2,163,530
- E5RE - investments in securities - 618,029 = - - 618,029

HRASEZEZBHERBLE QL

w2 PRI E B S 2 AR
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No geographical segment information is presented

because the business activities of the Group are

conducted in Hong Kong.
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5. H&&WA 5. OTHER OPERATING INCOME
—EETNF —ET=F
2004 2003
BT &I
HK$ HK$
KB TIEERZ Interest income from:
FE WA
—RITERX - Bank deposits 277,478 487,159
— Al — Other - 393,118
KB ELMREIEE Dividend income from unlisted
Z B U A investments = 40,500
REHENERKRERE  Income from disposal of convertible note
TN A exercise rights = 475,000
REFAERIFEZLZ Profit guaranteed income from medical
st F AR 28 A and dental practices 350,000 4,200,148
FETE A Sundry income 1,409,873 1,104,665
2,037,351 6,700,590
6. HEEMX 6. OTHER OPERATING EXPENSES
—EENF —EE=F
2004 2003
BT BT
HK$ HK$
BLATIEE B R Impairment loss recognised
B B R in respect of:
—mEEE — Intangible assets 3,157,233 1,769,381
— BB AR — Goodwill arising on acquisitions of
mERITE subsidiaries, medical and dental
IS EE practices 900,000 2,163,530
HERBRTEBZM Loss on disposal of medical and dental
ZER practices 1,500,000 -
HEBHFRECZER Loss on disposal of investments in
securities - 4,510,616
5,557,233 8,443,527
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7. REFEE 7. LOSS FROM OPERATIONS
—ET2NOEF —ET=F
2004 2003
BT BT
HK$ HK$
KEBIBEHBR TS Loss from operations has been arrived
ERRAE: at after charging:
8 TR Staff costs
—ZEM4 (3£10) - Directors’ remuneration (note 10) 8,782,827 7,860,742
—HE TR — Other staff costs 45,385,248 50,873,293
—HE TEKEF - Other staff's retirement benefits
A EI R scheme contributions 1,027,269 1,241,061
—EBEE - Severance payment 173,573 37,203
55,368,917 60,012,299
2% 2R B & Auditors’ remuneration 575,000 480,000
ME-BERREZ Depreciation and amortisation of
& R property, plant and equipment 6,544,844 5,900,870
HiHEVEE Amortisation of intangible assets
(FMETTH A ) (included in administrative expenses) 733,411 876,360
B W KB A A Amortisation of goodwill arising on
mERTEZF acquisitions of subsidiaries, medical
Frisme and dental practices (included in
(FIETTHRAX) administrative expenses) 3,604,866 3,122,067
GFEREG Allowance for inventories (included
(FMETTEH A ) in administrative expenses) 5,000,000 -
HEME BE XM Loss on disposal of property, plant
R ER and equipment 1,033,843 1,618,632
BHEBEZRERIE Impairment loss on investments
in securities - 618,029
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For the year ended 31st March, 2004

& KA FINANCE COSTS
—EEBMEF —EE=F
2004 2003
BT T
HK$ HK$

ATIEER ZFE: Interest on:

—ARTFRNEH - Bank borrowings wholly repayable
BEZRITEE within five years 476,109 449,939

—BAR—FREH — Other borrowings wholly repayable
BEZEMEE within one year 269,390 -
—iRITEX — Bank overdraft 514,929 662,473
— AR ERE — Convertible note = 1,751,152
1,260,428 2,863,564

HEBRE AR Z (BE) ks
HE_ZTTNE=-ZA=+—HIFEZ
FEE - BLHE (i) A #046,965,00078 Tt 1 &
(BHREARY) DEREBRAUTE
BEERERAA ([ITEER]) 2
#029.84% M %5 2 [E518 5 K (i) A 4,500,000
BLTZREHERSE R 2T B85
FTEMR AR 2E049%EsS 2 B 18

HE-_ZTZ=-F-A=+—HILFEZ
REBEARER S FIA452,911,000
78 7T ] 69,987,0005% 7T 2 B HE R
TESEBMAERAR ([MTEEER]) 2
4%t m RN EREBRERA R A A
(TEFHFE]) #H49.88% Mz 7 k-

—ZTTMFEFHR Annual Report 2004

(LOSS) GAIN ON DISPOSAL OF ASSOCIATES

The amount for the year ended 31st March, 2004
comprised (i) the loss on disposal of the Group’s
entire 29.84% interest in Wai Yuen Tong Medicine
Holdings Limited (“WYT Holdings”) at the
consideration of approximately HK$46,965,000 (net
of related expenses); and (ii) the loss on disposal
of its entire 49% interest in Health Dental Surgery
Limited at the consideration of HK$4,500,000.

The amounts for the year ended 31st March, 2003
represented the gain on disposal of the Group's
entire 24% interest in Wai Yuen Tong Medicine
("WYT Medicine”) and

approximately 49.88% interest in Luxembourg

Company Limited

Medicine Company Limited (“Luxembourg”) at the
consideration of approximately HK$52,911,000 and
HK$69,987,000 respectively.
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10. ESeREEMS
EMOLUMENTS
FRNRNARARERZMSLRNT

10. DIRECTORS’ EMOLUMENTS AND EMPLOYEES'’

The aggregate amounts of emoluments payable to

directors of the Company during the year are as

follows:

—EBRENREF —TT=F
2004 2003
BT BT
HK$ HK$
Yok Directors’ fees:
—HITES - Executive 360,000 6,000
—JEMITREL - Non-executive and independent
FERITES non-executive 100,000 240,000
460,000 246,000
MITEEUREE Other emoluments of executive directors
2RBECHD received in the capacity as full-time
Yo B 2 E A Bl < medical practitioners of the Group:
—EAXFe HApb — Basic salaries, other allowances and
R R B A S benefits in kind 3,244,357 4,436,436
— RIFIEL — Performance bonus 5,054,470 3,130,306
—ERERIFTEIME R - Retirement benefits scheme
contributions 24,000 48,000
8,322,827 7,614,742
EE=MarLs Total directors’ emoluments 8,782,827 7,860,742

FAAEEYEAEZTINMS ER
MAZRIMAREE R RSB
ME-XEEENFAREEMHMES-

During the year, no emoluments were paid by the
Group to the directors 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.
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10. EEMEREEME (&)

REZANBIMeBEDT 2 EEZHE

10. DIRECTORS’ EMOLUMENTS AND EMPLOYEES'’

EMOLUMENTS (continued)

An analysis of directors’ emoluments by number of

wmr: directors and emolument range is as follows:
—EENF —EE=F
2004 2003
EEAH EFAH
Number of Number of
directors directors
WITES Executive directors
— 2% 1,000,000/% 7T — Nil to HK$1,000,000 2 3
— 1,000,001 L& — HK$1,000,001 to HK$1,500,000 - 1
1,500,000/ 7T
—1,500,001 8 L& — HK$1,500,001 to HK$2,000,000 1 1
2,000,0007% 7T
— 3,500,001 L& — HK$3,500,001 to HK$4,000,000 - 1
4,000,0007% 7T
— 6,000,001 L& — HK$6,000,001 to HK$6,500,000 1 -
6,500,0007% 7T
EMITREL Non-executive and independent
FEHITES non-executive directors
—Z % 1,000,000/ 7T - Nil to HK$1,000,000 6
12
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EECMEeFBHT:

For the year ended 31st March, 2004

EMOLUMENTS (continued)

directors are set out as below:

10. DIRECTORS’ EMOLUMENTS AND EMPLOYEES'’

Details of emoluments of individual executive and

non-executive and independent non-executive

—ETNOEF —ET=F

2004 2003

BT BT

HK$ HK$

HITEERA Executive director A 6,354,357 3,840,932
HITEEB Executive director B 1,968,470 1,610,894
WMITESC Executive director C N/A 1,217,000
HITESED Executive director D N/A 945,916
MITEFE Executive director E 180,000 3,000
WMITESEF Executive director F 180,000 3,000
FEHITESFA Non-executive director A N/A -
EHMITESEB Non-executive director B N/A -
BN IERITEEA Independent non-executive director A 50,000 30,000
BYIEHNITESB Independent non-executive director B 50,000 30,000
BUIEMITEEC Independent non-executive director C N/A 130,000
BIIFAITESED Independent non-executive director D N/A 50,000
8,782,827 7,860,742
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EEME

hEERFMALT EFmaE (22T
ZF WA RARFRIAITESR HB:
EHN EXMEI0 82T = %(_?i?f
FZR)RRFHALZHESEEN
T

I I M

11.

For the year ended 31st March, 2004

EMPLOYEES' EMOLUMENTS

The aggregate emoluments of the five highest paid
individuals included two (2003: two) executive
directors of the Company, whose emoluments are
included

emoluments of the remaining three (2003: three)

in note 10 above. The aggregate

highest paid individuals are as follows:

—EENF —EE=F

2004 2003

BT T

HK$ HK$

ek EaEE Salaries and other allowances 3,685,430 2,851,000

FRIRIEAL Performance bonus 4,254,366 5,330,053

iROKAE R 5T 8 4 51 Retirement benefits scheme contributions 36,000 36,000

7,975,796 8,217,053

BRT=R(ZTZ=F =F) R FH The emoluments of the remaining three (2003:

ALTZBE&EN FIATEE: three) highest paid individuals were within the

following bands:

—EENEF —EE=F

2004 2003

EBEAH™ EE8 AR

Number of Number of

employees employees

1,500,001 T & HK$1,500,001 to HK$2,000,000 2 2
2,000,000/ T

4,000,000/ ;T & HK$4,000,000 to HK$4,500,000 1 -
4,500,000/ 7T

4,500,001 L& HK$4,500,001 to HK$5,000,000 - 1
5,000,000/ JT

3 3

FAAEETEANREEZESHMAL
B - R ISR INA K 5 B By
ZEREEER e

—ZTTMFEFHR Annual Report 2004

During the year, no emoluments were paid by the
Group to the five highest paid individuals, as an
inducement to join or upon joining the Group or as

compensation for loss of office.
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12. BE 12. TAXATION
—EENF —EE=F
2004 2003
BT BT
HK$ HK$
XHBRE: The charge comprises:
—RAEBERIETE - Hong Kong Profits Tax attributable
M5 B to the Group 203,000 451,000
—E LB E QA — Share of taxation attributable to
IR associates 256,986 353,580
459,986 804,580
EREFTE (K 3E27) ¢ Deferred tax (note 27):
—KRFEEF — Current year 57,167 -
517,153 804,580
BERE TREM@fZTE%FEgﬁﬁiﬁﬁJ Hong Kong Profits Tax is calculated at 17.5% (2003:
B17T5% (ZFEZE=F :16%) st E-F15 16%) of the estimated assessable profit for the year.
RMEag ST =-FRABUFERAH- The profits tax rate has been increased with effect

from the 2003 year of assessment.

ERREHE ZFBHNWE27 - Details of deferred taxation are set out in note 27.

71 RIEEEIER AR AR Town Health International Holdings Company Limited



Bt %% 8 R MY &

Notes to the
Financial Statements

RE-FEMF=A=+-ALEE

12. B (&)

For the year ended 31st March, 2004

12. TAXATION (continued)

FARIER A BRI (B18) %

The charge for the year can be reconciled to the

ME RO (loss) profit per the income statement as follows:
“EEZME —EE=F
2004 2003
BT BT
HK$ % HKS %
BB (B18) & A (Loss) profit before taxation (86,752,132) 5,688,214
BAMFBHE17.5%  Tax at the domestic income
(ZZET=F:16%)  taxrate of 17.5%
Ef:giZﬁfﬁ— (2003: 16%) (15,181,623) 17.5 910,114 16.0
ERERBENE T Tax effect of expenses that
TD RRAXHNREBTE are not deductible in
determining taxable profit 12,878,213 (14.8) 5,976,753 105.0
EEERWRFE Tax effect of income that are
BARTAR not taxable in determining
hBFE taxable profit (173,980) 0.2 | (8,782,665) (154.4)
AERBREEEZ Tax effect of tax losses not
BT E recognised 1,993,198 (2.3) 2,263,178 39.8
[EEBMENFEEY Tax effect of share of results
RERE of associates 1,105,739 (1.3) 437,200 7.7
BRENABRRZ Utilisation of tax losses not
MIEEE previously recognised (104,394) 0.1 - -
KEEHEXHR Tax expense and effective
ERHE tax rate for the year 517,153 (0.6) 804,580 14.1

72
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BR(58) 2

BRER (B18) BN HIREFE N FE
1B#187,669,0008 L (ZEZE =% F|
#4,741,000870) REANE BEITRGK 2
PN 15 80976,138,967 (ZTZE =
F:869,641,4850%) 5t & -

A BRERITE AR 70 AR & R 8
THEHLRAIBRRESSERNERER
WO EEWEZINEE_TTNFE=
A=T—BLEFEZEREEEBR-

HRABRIITERRR A RRRENE
BEeEEHZFEZERANEM A
BRFAEHRE_ZT=F=_A=+—H
IEFE 2 B EE RN I ERE LR
RITEZEFLA-

For the year ended 31st March, 2004

13. (LOSS) EARNINGS PER SHARE

The calculation of the basic (loss) earnings per share
is based on the net loss for the year of
approximately HK$87,669,000 (2003: net profit of
approximately HK$4,741,000) and on the weighted
average number of 976,138,967 (2003: 869,641,485)

shares in issue during the year.

The computation of diluted loss per share has not
been presented for the year ended 31st March,
2004 because the assumed exercise of the
Company’'s share options and the assumed
conversion of the convertible bond at the date of

issue, would result in a decrease in loss per share.

The computation of diluted earnings per share for
the year ended 31st March, 2003 had not assumed
the conversion and exercise of the Company’s
convertible note and share options as the
conversion or exercise of these instruments would
result in an increase in earnings per share for that

year.
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14. NE-BRERREZE 14. PROPERTY, PLANT AND EQUIPMENT
tHRET BEVEEE  BARE BE  IAR%E &it
land and  Leasehold Furniture Motor Tools and
buildings improvements  and fixtures vehicle  equipment Total
BT B B BT BT BT
HKS HKS HKS HKS HKS HKS
S 3 THE GROUP
BE CosT
R-ZE=%ME-H At Tst April, 2003 2484820 24320908 592,240 88925 8306397 35793290
HE Additions - 1350295 88,264 67500 2329445 3,835,504
KEHBAT Acquisition of subsidiaries 6,670,409 - 44,110 36,067 8,052,118 14,802,704
HEHERR Disposal of subsidiaries - (115,700) (21,510) - (107,666)  (244,876)
e Disposals - (1327.240)  (241,056) - (865,817)  (2,434,113)
WZEEME=A=F+-0  At3lst March, 2004 9,155,229 24,228,263 462,048 192492 17,714,477 51,752,509
FERES DEPRECIATION AND
AMORTISATION
N-BE=£-F-0 At Tst January, 2003 109779 6,609,956 267231 88925 3966483 11,042,374
EExH Charge for the year 167,003 4,268,085 105,208 3375 2001173 6,544,844
HERBA RGNS Eliminated on disposal
of subsidiaries - (65581) (12,155 - (28515) (106,251
& Bl Eliminated on disposals - (822,716) (169,666 - (407,888)  (1,400,270)
W-FEMEZFZ+-8 At 3lst March, 2004 276,782 9,989,744 190,618 92300 5531253 16,080,697
REFE NET BOOK VALUES
WZEEME=A=F+-0  At3lst March, 2004 8878447 14238519 271430 100,192 12,183,224 35,671,812
R-FT=#=F=F-H0  At3lst March, 2003 2375040 17,710,952 325,009 - 4339914 24750916
RZEEMFER =TT =F=-A=+— At 31st March, 2004 and 2003, the land and
B RAEEESEZ L REFHUF buildings of the Group are held under medium term
HEOEE- leases in Hong Kong.
RZEZE=F=A=+—H &x&EHD At 31st March, 2003, land and buildings with
I BEE(E 41,173,000 70 2 + i & carrying value of approximately HK$1,173,000 had
BF ERAEEER —RRITEE been pledged to secure general bank facilities
IR granted to the Group.
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15. B EE 15. INTANGIBLE ASSETS
HERHEREN EEER &t
Production and Franchise
Sale Right Right Total
BT BT BT
HK$ HK$ HK$
r&EH THE GROUP
B AR CosT
R-ZEZE=FNA-BR At 1st April, 2003 and
RZZEZME=[=+—H at 31st March, 2004 8,088,600 450,000 8,538,600
BHRAE AMORTISATION AND
IMPAIRMENT
R-ZZT=FMA—H At 1st April, 2003 2,780,456 67,500 2,847,956
FEIH Charge for the year 643,411 90,000 733,411
EHRRAREEE Impairment loss recognised 2,864,733 292,500 3,157,233
R-ZZTMNFE=A=+—H At 31st March, 2004 6,288,600 450,000 6,738,600
REFE NET BOOK VALUES
RZZEZEMF=A=+—H At 31st March, 2004 1,800,000 - 1,800,000
RZEZE=F=A=+—H At 31st March, 2003 5,308,144 382,500 5,690,644

LB RE R HERN AR LR
RADRIR+FERAFHRHEE-

The cost in relation to the acquisition of Production
and Sale Right and the Franchise Right is amortised
over the period of ten years and five years
respectively.

ENBRIZEERL ARRIEFERE

The directors of the Company reviewed the carrying

75

BASEE 78 ERHERN 2 REMBE
IEEB 2 JREREN2EREEE
oAt B83,157,233B L (ZFZ
=:1,769,3818 L) 2 BERELE
RIETE Rt a lamk Ak -

value of the Group's Production and Sale Right and
Franchise Right in view of the current economic
conditions. The recoverable amount of these
business is determined with reference to the
subsequent selling price. Accordingly, impairment
losses of HK$3,157,233 (2003: HK$1,769,381) were
identified and charged to the consolidated income

statement.
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For the year ended 31st March, 2004

16. & 16. GOODWILL
AER
W 2 FEDM &t
Medical
and dental
Subsidiaries practices Total
AT BT BT
HK$ HK$ HK$
iYL | THE GROUP
% COST
RZEZE=FMA—H At 1st April, 2003 17,301,322 19,166,649 36,467,971
L Acquisitions 22,904,953 950,000 23,854,953
HE Disposals (2,999,236)  (5,330,469)  (8,329,705)
RZZETMEF=A=1+—H At 31st March, 2004 37,207,039 14,786,180 51,993,219
BHERAE AMORTISATION AND
IMPAIRMENT
R-ZEZ=ZFME—H At st April, 2003 1,559,217 5,394,529 6,953,746
FEXH Charge for the year 2,100,979 1,503,887 3,604,866
& B8R Eliminated on disposals (704,743)  (3,330,469)  (4,035,212)
BRRREEE Impairment loss recognised - 900,000 900,000
RZETWMEF=RA=+—H At 31st March, 2004 2,955,453 4,467,947 7,423,400
REFE NET BOOK VALUES
RZTEZWME=/A=+—H At 31st March, 2004 34,251,586 10,318,233 44,569,819
RZET=F=A=+—H At 31st March, 2003 15,742,105 13,772,120 29,514,225

BERAYPREE+FHE-

The goodwill is amortised over a period from 5 to

10 years.

REE_ZTMNFEF=ZA=Z+—AHLEFE
N ERBRIEEEN NAREZER
HASEABRTBZM 2 REE- L
LM A B R A% B E
HEZAABRASCREETE - B
900,000 7T (ZFE =4 :2,163,5307%
L) ZREBEEDERNGFE RRERE W
m N

During the year ended 31st March, 2004, the
directors of the Company reviewed the carrying
value of the Group's medical and dental practices
in view of the current economic conditions. The
recoverable amounts of these practices are
determined with reference to the estimated future
cash flows using a discount rate of 3%. Impairment
loss of HK$900,000 (2003: HK$2,163,530) was
identified and charged to the consolidated income

statement.

76 —TZPEFHR  Annual Report 2004



17.

77

Bt %% 8 R MY &

Notes to the
Financial Statements

BE-TTMF=AST—ALFE

RMBAR 2R W — BB
NI @

17.

For the year ended 31st March, 2004

INTERESTS IN SUBSIDIARIES/AMOUNT DUE
FROM A SUBSIDIARY

—E2EMF —ET=F

2004 2003

BT BT

HK$ HK$

FELEMRRMD ERA Unlisted shares, at cost 28,537,379 28,537,379
FEYR I B 12 R 3R0R Amounts due from subsidiaries 204,069,954 190,238,076
232,607,333 218,775,455

HBEERRESE Less: impairment loss recognised (58,587,587) -
174,019,746 218,775,455

[ Wy —FE BT B A R FR 0B Amount due from a subsidiary 14,217,707 12,354,395

BB 2 B FRIE 204,069,954 7T (=
T = :190,238,07658 70) Ty EEIKIE -
SN EETEERB - EEREHEAR

HEEF + =@ A REZE WIEFE
BE-

PR 1

i
@ B cm M %

I

<
=

ARBEERR ERETHERR —
BEEAKREBBRRBTTR AAER
B8 X B 4 25 2 R (B &5 18 49 58,588,000
BT R B A R 2 B E RARKR

B b STt S FE W B BB & B SRIB T
R 2B RBREREER
TEMNBRARR _EEMF=A=1—

B2 AE R EL2

The
HK$204,069,954 (2003: HK$190,238,076) are

unsecured, interest-free and have no fixed terms of

amounts due from subsidiaries of

repayment. The amounts will not be repayable
within twelve months from the balance sheet date

and are therefore shown as non-current.

The Directors of the Company consider that in light
of the recurring operating losses of certain
subsidiaries and the current market conditions,
impairment losses of approximately HK$58,588,000
in respect of the Company’s interests in subsidiaries
and amounts due from subsidiaries have been

recognised.

Other than as mentioned above, the amount due
from a subsidiary is unsecured, interest-free and

are repayable on demand.

Details of principal subsidiaries at 31st March, 2004

are set out in note 42.
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18. R RNz iER EWKE DT 18,

78

INTERESTS IN ASSOCIATES/AMOUNTS DUE

IR FROM ASSOCIATES
by 3] b N
THE GROUP THE COMPANY
—ZENF —TR=E —ZENF “EE=F
2004 2003 2004 2003
B BT BT BT
HK$ HK$ HK$ HK$
BEBENREESE:  Share of net assets of associates:
] - Listed - 25,657,246 - -
—FLEm - Unlisted 3,173,757 3,670,412 - -
i3k -WNS| Goodwill arising on acquisition
Freme (H:E) of associates (Note) 39,745,825 | 112,338,362 = -
42,919,582 141,666,020 - -
- INGI S Amounts due from associates 7,928,577 6,367,639 216,241 206,241
R —FBE LR Allowance for amount due
RERE from an associate (3,400,000) | (3,400,000) - -
4,528,577 2,967,639 216,241 206,241
47,448,159 144,633,659 216,241 206,241
riknRNEER Market value of listed shares
mE at the balance sheet date - | 155,494,165 = -

FRER - EEMNF=ZA=1t—8B%
AEEZFREABELR 28 NER
EEFM-EERR BRANEBEANLE
EREH —FREER BIEERP A
S

R-EZ=ZF=ZA=+—A EREE
A A FIE B IE A #900,00008 T Rk
164,000/ 7T 5 Bl 1E3R 17 M 45 7 & in2/E
FER2ZEFBHERE-

—ZTTMFEFHR Annual Report 2004

All the above amounts outstanding at 31st March,
2004 are unsecured, interest-free and have no fixed
repayment terms. In the opinion of the directors,
the amounts will not be repayable within one year
from the balance sheet date and are shown as non-

current.

At 31st March, 2003, included in the amounts due
from associates were amounts HK$900,000 and
HK$164,000 which carried interest at prevailing
market rate plus 2% per annum and 2% per annum

respectively.
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18. REt& NTAl 2% EWEZ AT 18. INTERESTS IN ASSOCIATES/AMOUNTS DUE

IR (#) FROM ASSOCIATES (continued)

REZ-_ZTETNF=A=1+—HBItHF During the year ended 31st March, 2004, the Group
B AEBUNHRREEZRY disposed of its entire 29.84% interest in WYT
47,266,000 T IHEE RN TEZER 2 Holdings at a total cash consideration of
2 #29.84% o RIAR HTKIE K& approximately HK$47,266,000. Upon the
B ERM TEZERREEMER- completion of this transaction, the Group retains

no interest in WYT Holdings.

Misk: WEBERARMSHE

Note: Goodwill arising on acquisition of associates

I

r5HE
THE GROUP
02 —TE=F
2004 2003
BT BT
HK$ HK$
B CosT
RIEA—H At 1st April 117,404,978 98,614,406
Wi i Fr 5 Arising on acquisitions 13,613,909 114,826,242
6 B 3 Eliminated on disposals (81,177,929) (96,035,670)
R=RA=+—H At 31st March 49,840,958 117,404,978
BEREE AMORTISATION AND IMPAIRMENT
RIEA—H At 1st April 5,066,616 3,619,324
FEXH Charge for the year 6,553,130 7,003,015
CHEAREER Impairment loss recognised 2,534,688 1,691,818
& B g Eliminated on disposals (4,059,301) (7,247,541)
R=RA=+—H At 31st March 10,095,133 5,066,616
REE CARRYING AMOUNT
R=ZA=+—H At 31st March 39,745,825 112,338,362
WHEME R AFMEEERENFRAZE -+ The goodwill arising on acquisitions of associates
F2AbETRIE A FHIME - was amortised over the estimated useful life ranging

from 5 to 20 years.
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18. REfE AT 2w FEWE & AT 18. INTERESTS IN ASSOCIATES/AMOUNTS DUE
FE (%) FROM ASSOCIATES (continued)
REBEZ2-_ZTZNF=ZA=+—BItHF During the year ended 31st March, 2004, the
E-ERERKEBRN ARAREFER directors of the Company reviewed the carrying
BASEBEE NG CRME L FHE value of the Group's associates in view of the current
N Az AU B R Ty ER FA 3% 2 B3R R &t economic conditions. The recoverable amounts of
EHARBRBEEREARSERIEE these associates are determined with reference to
P ELERMFEITRAER AR A FIRR the estimated future cash flows using a discount
S EREENNBR T 16%FTETHE rate of 3% and with reference to the valuation
BET -EIt BERSE2,534,688% carried out by LCH (Asia Pacific) Surveyors Limited,
TTL(ZEE=4:1,691,818870) 2 RE an independent firm of professional business
B R WRER S W e R ARk valuers, on a discounted cash flow method using a

discount rate of 16%. Accordingly, impairment loss
of HK$2,534,688 (2003: HK$1,691,818) was
identified and charged to the consolidated income
statement.
AEEBZETEBREZAANR _TTMF= Details of the Group’s principal associates at 31st
A=Z+—HZFHFE@RERDT: March, 2004 are as follows:
AABBERER
BRTREEEZ
FE 4 kb 41
Attributable
proportion of
ES 31 5 nominal value
Form of T AR L B of issued capital
AEER business Place of indirectly held FE¥%
Name of company structure incorporation by the Company  Principal activities
HEBR DA M Ak 3z E 49% HEBLERBDHM
Advance Bond Limited Incorporated Hong Kong Operation of medical
clinics in Hong Kong
BN TRIRIEBR A M Ak 3z E 49% RETRDERBT
Bess Dental Services Incorporated Hong Kong TRZBERERA
Limited Provision of dental card

services to dental

card holders
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18. RBtE DA 2R ElREE DT

18.

For the year ended 31st March, 2004

INTERESTS IN ASSOCIATES/AMOUNTS DUE
FROM ASSOCIATES (continued)

ApEEEEELZ
ERTRAEEZ
FE 4 kb 41
Attributable

proportion of

EREREA nominal value
Form of T A L B of issued capital
ARER business Place of indirectly held FE¥%
Name of company structure incorporation by the Company  Principal activities
MEESHERAA Bl Bk 25% EBRTEZE
Fortune Way Trading Incorporated Hong Kong Retailing of traditional
Limited Chinese medicine
ZEEBMRERDA Bl Bk 49% HREER
NSA Life Sciences Limited  Incorporated Hong Kong Investment holding
ZRERBERAA Bz Bk 49% DHERBEMR
NSA Far East Limited Incorporated Hong Kong Distribution of
healthcare products
EREREDRE Bz FEHS 28.47% REBEDERE
BRRF (M) Incorporated Cayman Provision of medical
Plasmagene Biosciences Islands diagnostic services
Limited (Note)
REERERLA Bl BB 25% REBEDEHRG
Union Crown International  Incorporated Hong Kong Provision of medical
Limited diagnostic services
EE=] NG Bl 3 25% ERYETE
Smart Leading Limited Incorporated Hong Kong Retailing of traditional

RIEEEIER AR AR Town Health International Holdings Company Limited

Chinese medicine
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18. Rt NTl 2tz "EWEBE AT 18. INTERESTS IN ASSOCIATES/AMOUNTS DUE

MIE (&) FROM ASSOCIATES (continued)
ApREEEER
BRTRAEEZ
FE 1 1

Attributable

proportion of

ES 31 5 nominal value

Form of T AR L B of issued capital
AEER business Place of indirectly held FE¥%
Name of company structure incorporation by the Company  Principal activities
ERT-RREEEE Rl A e 50% HBRARBRERY

BRAR Incorporated Hong Kong Tendering for corporate
JFA Town Health Limited medical services
REERAA o 1 B 32 Bk 3333% EEELEMBLM
Silver Ascot Limited Incorporated Hong Kong Operation of a medical
clinic in Hong Kong

FRE (BN ERAR ARz e 49% RUEERREEY R
Smart Vision (Asia) Limited  Incorporated Hong Kong R AR B %

Provision of
photographic design
and related services
for new-born babies

BEBRRLA Bl B 49% BETHEXBEM

Star Shine Limited Incorporated Hong Kong Trading in teeth

whitening products

Mier: SZHEREYRBRARARZERMD® Note: Plasmagene Biosciences Limited has listed its
TETWERATN\BEBRZMAAIE shares on the Growth Enterprise Market of the
WRET-REBREREREYRHR Stock Exchange on 18th June, 2004 and the
ERAFZEREZ AR EHREE Group’s interest in Plasmagene Biosciences Limited
£20.67%- has been diluted to 20.67% upon its listing.

EERR L BMEATHAEEER In the opinion of the directors, the above associates

REERBEAREB-EERR AL have a significant effect on the results or assets of

b AX S\ = IR US e ZEwliE A T ° . . .
REARIZAMBERARBRITER the Group. To give details of other associates would,
in the opinion of the directors, result in particulars

of excessive length.
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HERE 19. INVESTMENTS IN SECURITIES
rEE
THE GROUP
—EE2NOF —FRE=F
2004 2003
BT 7T
HK$ HK$
FE LT R Unlisted, at cost 4,446,081 1,004,530
BB SRR E S 1B Less: Impairment loss recognised (755,529) (755,529)
3,690,552 249,001
JE U #7345 & X B 5B Amounts due from investees 1,143,169 475,909
B IRE A Less: Allowance for amounts due
HIB B from investees (475,909) (475,909)
667,260 -
4,357,812 249,001

EEMEHF CHEBERIEL1,999,000%
TL ARELKER AR 73%ELS -2 A T
REBFMK ?ﬁé?%ﬂﬁﬁxm&n&z
EBK- TR AEBUERBRERA

2 B R RER B REIE ;MIJ’\D%&
SRR — %ﬁ*“—HZlmuﬂz
AcBEE AEBERBIKAR A

EEDB

The carrying value of unlisted securities included
an amount of approximately HK$1,999,000
representing 73% interest in Wisesure Limited, a
company incorporated in Hong Kong and is
engaged in provision of medical consultation
services. During the year, the Group exchanged its
right of shareholders, including the right to control,

R EqFo8AR M%Z&éf" profit sharing rights and voting right, of Wisesure
Limited, for a fixed income from an independent
third party. Accordingly, the Group's entire interest
in Wisesure Limited was reclassified as investment
in securities.

FE 20. INVENTORIES

rEH
THE GROUP
—EENMF —EE=F
2004 2003
BT B TT
HK$ HK$

)] Pharmaceutical supplies 2,128,319 2,884,769

fEER M Health food 206,278 601,230

(ERsl Traditional Chinese medicine 863,579 8,597,509

BERE Healthcare equipments 604,691 605,243

FEA M Dental materials and supplies 89,354 294,671

BERRAME Isotope for medical uses 373,457

4,265,678 | 12,983,422

Fr B 17 B9 4% oK A 1 Bk All inventories are stated at cost.

RIEEEIER AR AR Town Health International Holdings Company Limited
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21. BWERR R H A FE W IR 21. TRADE AND OTHER RECEIVABLES
KEH N
THE GROUP THE COMPANY
“EEME  —TT=F CZBEME _TT=F
2004 2003 2004 2003
B BT BT BT
HK$ HK$ HK$ HK$
EUEE 3 (BitEa) Trade receivables (note a) 6,472,179 9,287,769 = -
& (MaEb) Deposits (note b) 9,272,788 | 14,566,444 | 1,000,000 -
Hi U 08 (f3c)  Other receivables (note c) 2,090,385 6,113,640 180,012 166,208
I HE (Ftd) Prepayments (note d) 2,906,670 165,000 206,670 165,000
20,742,022 | 30,132,853 | 1,386,682 331,208
B 3% Notes:
a. AEEHGBTEEZEFATHE_AN a. The Group allows its trade customers with an average

+RZFHEEEREEA 2 ERE
RERR DT

credit period of 60 days to 240 days. The aged
analysis of trade receivables at the balance sheet
date is as follow:

rEH

THE GROUP
—EENMEF —EE=F
2004 2003
B T
HK$ HK$
0—60H 0 - 60 days 3,917,823 3,984,607
61H —120H 61 - 120 days 2,375,696 2,721,286
121H —180H 121 - 180 days 1,230,339 1,254,180
181H —240H 181 - 240 days 216,028 2,677,671
241H —360H 241 - 360 days 190,041 510,025
7,929,927 11,147,769
W RIEREE Less: Allowance for bad and doubtful debts (1,457,748) (1,860,000)
6,472,179 9,287,769
b. HeBREMRPEARKEMEA([H b. Included in deposits are HK$4,402,000 (2003:

B EERSEAEEETREER
224,402,000 (ZEZ =%
8,000,000/ 7T ) ©

HK$8,000,000) paid in relation to the promotion and
advertising of the Group’s healthcare products in
the People’s Republic of China (the “PRC").

R-EE=F=A=+—H %HEESE
fSRE B 2 B3R € A2,111,5508 7T °

As at 31st March, 2003, there was HK$2,111,550
deposit paid for the purchase of computer
equipment.

84 —TZPEFHR  Annual Report 2004



21.

22.

85

Bt %% 8 R MY &

Notes to the
Financial Statements

BE-TTMF=AST—ALFE

FEWERR R M EWRIE (&) 21.
MisE: ()
c. HtbhERFEBEREEED N ZEF c.
RBEERE 15350000/%571( TT=
£ :4,200,148/8 1) ©
d. BNREEERAEERTEERER d.
_LZEETL ISR ETEREZAREE
2 "] 3R B 3B 1+ 5K 78 2,700,000/ 7T (=

TE=F8)-

For the year ended 31st March, 2004

TRADE AND OTHER RECEIVABLES (continued)

Notes: (continued)

Included in other receivables is HK$350,000 (2003:
HK$4,200,148) in respect of profit guarantee
receivables from medical practices.

Included in prepayments is HK$2,700,000 (2003: Nil)
refundable prepayment paid in relation to the
provision of consultation services for the Group’s
establishment of Town Health Centre in the
Guangdong Province, the PRC.

EREBREALRE 22. AMOUNTS DUE FROM RELATED PARTIES
FREAKEZ
BERE
rEH Maximum
THE GROUP amount
—EEQNF ZZZE=%F  outstanding
2004 2003 during the year
BT BT BT
HK$ HK$ HK$

Dr. Cho, Chan, Fung & Dr. Cho, Chan, Fung &

Associates (K5t a) Associates (note a) 2,422,516 5,510,192 5,510,192
Origin Limited (Fff#b) Origin Limited (note b) 179,428 141,958 179,428
BEERAR A A Weissford Development Ltd.

(P 7Ec) (note c) 607,205 - 607,205
3,209,149 5,652,150
ot Notes:
(a) Dr. Cho, Chan, Fung & AssociatesZ (@) The partners of Dr. Cho, Chan, Fung & Associates
BRARKEBEZEER are employee-doctors of the Group.
by ARABREERE- (b) A substantial shareholder of the Company.
() BETEL cHEEEREEELE (c) A company in which Dr. Cho Kwai Chee, Mr. Cho

EE/AEE%EMCEEP%WEE\ R

Kam Luk and Mr. Cho Kwai Yee, Kevin are directors
and have beneficial interests.

RIEEEIER AR AR Town Health International Holdings Company Limited
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23. ERNERRRHEMESRIE 23. TRADE AND OTHER PAYABLES
x&EE KAH
THE GROUP THE COMPANY
“EEME  —TT=F CZBEME _TT=F
2004 2003 2004 2003
B BT B BT
HK$ HKS HK$ HK$
e BRI (Mf7Ea) Trade payables (note a) 2,397,681 2,616,477 = -
H it fE N 5008 Other payables (note b)
(P& b) 14,035,155 257,028 105,758 7,289
[EStER Accruals 5,928,553 6,067,604 = -
22,361,389 8,941,109 105,758 7,289
B RE - Note:
a. REBEBZEMNERIRERIWOT: a. The aged analysis of trade payables at the balance

sheet date is as follows:

rEH
THE GROUP

—EENEF —ET=F

2004 2003

BT BT

HK$ HKS$

0—60H 0 - 60 days 1,939,907 2,134,006

61H —120H 61 - 120 days 386,604 140,022

121H —240H 121 - 240 days 67,780 268,968

240H A £ Over 240 days 3,390 73,481

2,397,681 2,616,477

b. HEMENFKEBEMRBEANGEERR b. Included in other payables is approximately

FEEEERARA ([REBEERE]) HK$13,300,000 (2003: Nil) consideration payable for

51% 1% 75 # 7 FE 1< 2 X fE 4913,300,000 the purchase of 51% equity interests in First Oriental

BT (ZEE=F:8\)- Medical Technology Group Limited (“First Oriental”).

24 ENMEBARLEHRRAE 24. AMOUNTS DUE TO MINORITY SHAREHOLDERS

OF SUBSIDIARIES

FEREAEERR 2B NARE KK The amounts are unsecured, interest-free and

& repayable on demand.
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25. RITEE 25. BANK BORROWINGS
A5H b NN
THE GROUP THE COMPANY
“EEZME  —TT-F CZEENE —TT=F
2004 2003 2004 2003
BT BT B B
HKS HK$ HK$S HK$
RITER Bank loans - | 18,708,436 - | 12,492,000
RITEX Bank overdrafts - | 39,847,936 - | 39,847,936
- | 58,556,372 - | 52,339,936
PFIE: Analysed as:
BHER Secured - | 40,641,479 = -
EL i Unsecured - | 17,914,893 - | 52,339,936
- | 58,556,372 - | 52,339,936

AR TIIFEER:  Repayable as follows:

—FR Within one year = 56,421,050 = 52,339,936
—EEWE Between one to two years - 1,438,882 - -
MEERE Between two to five years = 155,058 = -
RENE Over five years - 541,382 - -
- 58,556,372 - 52,339,936

BCoAERBEEZ  Less: Amount due within one year

—ERIH included under current
W liabilities - | (56,421,050) - | (52,339,936)
—F BB Amount due after one year = 2,135,322 = -
NR-ZEZMFEF=A=+—H X2 aH As at 31st March, 2004, the Company has pledged
AEBFMER —RFETEERBY its bank deposits of approximately HK$10,000,000
10,000,000 TR THFHR B EHEE R for the general banking facilities granted to the
WEEB B EMRITEE- Group and no bank borrowings are utilised as at
balance sheet date.

R-ZEE=F=ZA=1+—H8 FEME As at 31st March, 2003, the secured bank
TREDUAEREBZRITERRET L borrowings were secured by the bank deposits and
WhBFERER - FARITEENR certain land and buildings of the Group. The bank
THSNERAEMNS ]I@Tﬁﬁﬁﬁ ﬁ = borrowings bore interest at prevailing market rates
MEEE-MARTERERBEEC and repayable in accordance with the relevant loan
ENFE=ZA=+— Eiigfﬁgﬂ,ﬁ}%‘) agreements. All bank borrowings have been fully

repaid during the year ended 31st March, 2004.
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26. BN —EHEARRE 26. AMOUNT DUE TO A SUBSIDIARY
BEFEAERT RENREBRTFENR The amount is unsecured, interest-free and has no
H-BEEZRR ZEFEBARNEE AR fixed terms of repayment. In the Directors’ opinion,
AT EARER I RIERBIER - the amount will not be repayable within twelve

months from the balance sheet date and is therefore

shown as non-current.

27. EEBIIE 27. DEFERRED TAXATION
AEERNFARRZ TZEEREEE The following are the major deferred tax liability
(BE) REZSHNT: (asset) recognised by the Group and movements

thereon for the year:

MERBERE
Accelerated BEEE
tax Tax &3t
depreciation losses Total
BT AT BT
HK$ HK$ HK$
AEH THE GROUP
RZTT-FNA—H At 1st April, 2002
—MA2® - as previously reported - - -
- BB S T EHER - adjustment on adoption
F 125 (KEFT) of SSAP 12 (Revised)
fEH A E 221,405 (221,405) -
— &5 — as restated 221,405 (221,405) -
WE GTA) FERA Charge (credit) to income
for the year 478,052 (478,052) -
R-ZZEZE=F=A=+—H At 31st March, 2003 699,457 (699,457) -
(GtA) mBaFERA (Credit) charge to income
for the year (222,343) 279,510 57,167
B 1ENG Acquisition of subsidiaries 722,684 - 722,684
HMEEH s g E Effect of change in tax rate 65,574 (65,574) -
R-_ETMF=A=1+—H At 31st March, 2004 1,265,372 (485,521) 779,851
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EER IR (4)
REERBERZEIME ELRER
B (EE) EREAEHLERF 125 (&
{EFT) PRt MsE - st A s s s =
BTG 2 T

For the year ended 31st March, 2004

27. DEFERRED TAXATION (continued)

For the purpose of balance sheet presentation, the
deferred tax liability (asset) have been offset in
accordance with the conditions set out in SSAP 12
(Revised). The following is the analysis of the

deferred tax balances for financial reporting

purposes:
—EEMF —EE=F
2004 2003
& T BT
HK$ HK$
BEERIERE Deferred taxation liability 779,851 -
BEETIBE E Deferred taxation asset = -
779,851 -

RZETNMF=A=+—H AEHEAF
423,025,000 L (Z 2T = F:
23,943,000/ 7T) KRB A B IEE B A A
E 38 B 18 5 7 - 2 5t B 80492,774,000
BT (ZET=4:4,372,00087T) 2 &
BHRAECREEE-

B A TE R B 18 2 0 B SROR - 3 45 3t
# T B IE 518 49 20,251,000 T (=
T = 4:19,571,000/ T) R IEIERIA
BE-

R-_ZEENME=ZA=+—8 KEE
FEMBR VB — BB B 2 AT R
B 2= %8491,253,0008 T (— T =4
1,569,000/ 7T ) ° R A T E K B 1
REEA A BRI AR EE
U 4 55 AT 00 B A= RR R SRR E R IE
BE-

ARRRERNHREE B LA EA
KPR AT BUA

At 31st March, 2004, the Group has unused tax
losses of approximately HK$23,025,000 (2003:
HK$23,943,000) available for offset against future
profits. A deferred tax asset has been recognised
in respect of approximately HK$2,774,000 (2003:
HK$4,372,000) of such losses.

No deferred tax asset has been recognised in
respect of the remaining tax losses of approximately
HK$20,251,000 (2003: HK$19,571,000) due to the
unpredictability of future profit streams.

At 31st March, 2004, the Group has deductible
temporary differences associated with general
provision on trade receivables of approximately
HK$1,253,000 (2003: HK$1,569,000). No deferred
tax asset has been recognised in relation to such
deductible temporary difference as it is uncertain
that taxable profit will be available against which
the deductible temporary differences can be
utilised.

The Company has no significant unprovided
deferred taxation for the year or at the balance
sheet date.

RIEEEIER AR AR Town Health International Holdings Company Limited
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28. A 28. SHARE CAPITAL
RAEE BE
Number of shares Value
BT
HK$
EERAE: Authorised:
—ZE-_FWA—H Ordinary shares of HK$0.10 each
leETEO 1082 Rk at 1st April, 2002 1,000,000,000 100,000,000
HJD (Fita) Additions (note a) 1,000,000,000 100,000,000
—EE=F=-A=+—A Ordinary shares of HK$0.10 each
leETEO 1082 LAk at 31st March, 2003 2,000,000,000 200,000,000
FAREE (H:Eb) Adjustment of nominal value (note b) - (80,971,380)
i (M 3Eb) Cancellation (note b) (1,100,318,000) (110,031,800)
S (MY &Eb) Additions (note b) 19,100,318,000 191,003,180
RZEEME=A=1+—H Ordinary share of HK$0.01 each
FREE0IAT ZLEEMR at 31st March, 2004 20,000,000,000 200,000,000
EETRAE: Issued and fully paid:
RZZEZ_FMA—A Ordinary shares of HK$0.1 each
BREENB T E AR at 1st April, 2002 691,000,000 69,100,000
a0 (M ska) Additions (note a) 208,682,000 20,868,200
RZEE=f5=-A=+—H Ordinary shares of HK$0.1 each
SREENE T EAR at 31st March, 2003 899,682,000 89,968,200
AEEE (K:Eb) Adjustment of nominal value (note b) - (80,971,380)
2 (M) Additions (note c) 162,500,000 1,625,000
S (MY &Ed) Additions (note d) 187,000,000 1,870,000
RZEEME=A=+—H Ordinary shares of HK$0.01 each
BREE0OIETZEBR at 31st March, 2004 1,249,182,000 12,491,820
Bt T Notes:
(a) &gzggzizﬂ +—BLHFEZ (@) The movements of the ordinary share capital for the
LBEBRAEHNT year ended 31st March, 2003 were as follows:

- RBREXR-ZZE-_FH+A-+MH -
BIOZBERBFEFAELBBZR

Pursuant to resolution passed at the annual
general meeting held on 24th July, 2002,

BER EERESRAEEN0GETZ
1,000,000,0008% #f % i fx - 4
7] 2 7 7 f& 75 1 100,000,0007% 7T
¥ i %2 200,000,000 7T

the authorised share capital of the Company
was increased from HK$100,000,000 to
HK$200,000,000 by the creation of an
additional 1,000,000,000 new ordinary shares
of HK$0.10 each.
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28. RA& (#&)
BsE: ()

91

(a)

(&)

- ABARMEEBERIEARE
FEMARER D ARABRER
0208 L #HITREESREE
0.10% 7T 2 138,200,000/ & i@
B~

- ARARRZEBREETE A2
AlIZER0.23B T #HITREEE
% E {5 0.107% 7T 2 70,482,0004%

BB -
HE-FTME=A=+—AILFEY
ERRARDWT

—  ARAFEEHBRRA0.09ETT
BARAERECE#TERR ZHE
BEmFR0.10E THME & K
0.018 7T ([HAHIR])

- AARRARBITDEERACDE
=l

- AARHEERESREENBT
2.19,100,318,000 % % & 38 B% - 15
KAREERARBMEREEE
fi% 7% 200,000,0005% T :

- HHEBETRANHR KRR RE
R AARDAEREREBK
8,301,135 7T (Al ARRR - F
Z-HF=A=+—RBZZEBRE)
N ZEERGEHRCTHTARRF]R]
T RFEEA-

BERABR ZFBHNARR
AR A-_ZETE=FNA=-+HH
ZBEHA YR _TBE=FRA-
TEERTZERRFNAE LB
AR FERERESH

For the year ended 31st March, 2004

28. SHARE CAPITAL (continued)

Notes: (continued)

(a) (continued)

- The Company issued and allotted 138,200,000
ordinary shares of HK$0.10 each at HK$0.20
per share as a result of private placements of

shares to professional, institutional and/or

individual investors.

- The Company issued and allotted 70,482,000
ordinary shares of HK$0.10 each at HK$0.23
per share as a result of exercise of the

Company'’s share options.

(b) The movements of the ordinary share capital for the

year ended 31st March, 2004 were as follows:

-  the nominal value of each issued ordinary share

of the Company was reduced from HK$0.10

per share to HK$0.01 per share by the

cancellation of HK$0.09 of the capital paid up

thereon (“Capital Reduction”);

- all of the authorised but unissued share capital

of the Company was cancelled;

- the authorised share capital of the Company

was increased to the original authorised share
capital of HK$200,000,000 by the creation of
an additional 19,100,318,000 new ordinary

shares of HK$0.01 each;

- the amount of the paid up issued share capital

being cancelled was first credited

to

accumulated losses account of HK$8,301,135

of the Company (being the accumulated loss
of the Company as at 31st March, 2002) and
the balance of such credit was credited to a

distributable reserve of the Company.

Details of the Capital Reduction was set out in
the Company’s circular dated 25th April, 2003
and were approved pursuant to shareholder

resolutions passed at the extraordinary general

meeting on 23rd May, 2003.
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28. WA (#)
e (&

92

(c)

R-BE=F+A+=0 AQFAE
3% =75 B % 13,000,000/ 7T 2 AT #2 Ak
B BRE\ERER0.08E T AIRES
SR Z R R MG T DA B o O AT R R
BHREZEERREIEERETEH
162,500,000 i £7 « AJ 42 A3 & 25 BiC 65 13
HZER-_ZEE=F+A-tWMATK-

RZEZE=F+—AF=H —ZZZ=F
+—ARBR-ZEZE=F+—AX
H :37,500,000% * 56,250,0000% &
68,750,0000% A% 17 5 Bl KA A #2 & {& 5 &
2 [H B R AE B K BE AT o

ERRERER ZFBHRRAAF A S
RIBETZ=FT+AZTNABZBEA"
MWD IR ARRR - FET=F+
AZ+MARTZRRAFAE LES
BRz —REERT

REZZENF-_A=+HHB ARQAEF
SRR E R RER0.055F TE TR
7N A BN & A& #51731,000,0008% #1 AR
e MRETRHOER_ETHNFE= A
+H%ETTe

B A &A2GFHEEFEZKEOrgin
Limited & fic & X 32 7] 32 B & & 3R 88 1
7% ¥ UL Origin LimitedA B &R
BRR10.055% 7T [ A D RN BB 1R
EEHBE A 156,000,000 3R A i &
B W0 R B AR 0.055/8 LM AR Al R IE
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For the year ended 31st March, 2004

28. SHARE CAPITAL (continued)

Notes: (continued)

(c)

On 13th October, 2003, the Company placed
convertible bond of HK$13,000,000 to independent
third parties. The conversion price is HK$0.08 per
share and subject to adjustment in accordance with
the terms and conditions of the bond instruments.
A total of 162,500,000 shares will be allotted and
issued upon the conversions in full of the convertible
bond. The convertible bond placement agreement
was completed on 24th October, 2003.

On 3rd November, 2003, 5th November, 2003 and
6th November, 2003, there were 37,500,000 shares,
56,250,000 shares and 68,750,000 shares allotted
and issued upon the conversion in full of the
convertible bonds, respectively.

Details of the placement of convertible bond was
set out in the Company’s circular dated 29th
October, 2003 and the conversion shares were issued
pursuant under the general mandate granted to the
directors at the annual general meeting of the
Company held on 24th July, 2003.

On 25th February, 2004, the Company entered into
the placing agreement to issue 31,000,000 new
shares to not less than six independent investors at
HK$0.055 per share. The new shares were issued on
10th March, 2004.

On the same date, the Company entered into the
placing and subscription agreement with Origin
Limited, the substantial shareholder of the Company,
and the placing agent, whereby, Origin Limited has
agreed to place an aggregate 156,000,000 existing
placing shares to not less than six independent
investors at HK$0.055 per existing share and
subscribe an aggregate of 156,000,000 new shares
from the Company at HK$0.055 per new share. The
new shares were issued on 10th March, 2004.

Details of the above were set out in the Company’s
circular dated 15th March, 2004 and the shares were
issued pursuant under the general mandate granted
given to the directors at the extraordinary general
meeting of the Company held on 3rd November,
2003.

All the shares issued during the year rank pari passu

with the then existing ordinary shares in all respects.
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B ERETEREIT 2EMR

fne

For the year ended 31st March, 2004

29. SHARE OPTION SCHEME

The Company's previous and existing share option
schemes were adopted on 20th September, 2000
(the “2000 Scheme”) and on 24th April, 2002 (the
“2002 Scheme”), respectively, for the primary
purpose of providing incentives to directors and

eligible employees.

Pursuant to the 2000 Scheme, the Company might
grant options to the directors and the employees
of the Company or its subsidiaries to subscribe for
the shares in the Company, subject to a maximum
of 10% of the nominal value of the issued share
capital. No share options were granted under the
2000 Scheme.

Pursuant to a resolution passed at the extraordinary
general meeting, the Company terminated the 2000
Scheme and adopted the 2002 Scheme, which will
expire on 23rd April, 2011, the Company may grant
options to the eligible persons fall within the
definition prescribed in the 2002 Scheme including
directors, the employees and consultants ect. of
the Company or its subsidiaries to subscribe for
the shares in the Company for a consideration of

HK$1 for each lot of share options granted.

Options granted should be accepted within 21 days
from the offer date. Options granted are exercisable
during the period commencing on the date of grant
and expiring on the date ten years after the date
of grant. The maximum number of shares in respect
of which options may be granted shall not exceed
10% of the issued share capital of the Company
from time to time excluding any shares issued upon
the exercise of options granted pursuant to the
2002 Scheme.

RIEEEIER AR AR Town Health International Holdings Company Limited
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For the year ended 31st March, 2004

29. SHARE OPTION SCHEME (continued)

The exercise price per share is determined by the
directors of the Company, and shall be at least the
higher of the nominal value of the Company’s shares
and the average closing price of the shares for the
five business days immediately preceding the offer
date.

The total number of shares in respect of which may
be granted to an eligible employee under the 2002
Scheme is not permitted to exceed 1% of the
aggregate number of shares for the time being

issued and issuable under the 2002 Scheme.

No share options were granted under the 2002
Scheme during the year ended 31st March, 2004.

The following table discloses movements in the
Company’s share options during the year ended
31st March, 2003.

BRESRzROHEA
Number of shares subject to option
gt ut 3 R-22=F
mA-H Zh=+-8
BRAEE &% ERRE  EAGR bk 3]
AfEHE Exercise Outstanding  Granted  Exercised Outstanding
REAH Exercisable price at during during at
Date of grant  period per share  1.4.2002 the year the year  31.3.2003
BT
HK$
AERAL g S 2 ZET_FRA_TMAZ
RAZtHE  ZE-Z#1A-tZ=H
Eligible persons 24.5.2002 24.5.2002 - 23.5.2012 0.23 - 70,482,000 (70,482,000) -

ﬁﬁ_ggﬂizﬁ:+—ﬁtiﬁ’
VEMANANER EERLBRE-

—ZTTMFEFHR Annual Report 2004

No share options were granted to the directors/
employees of the Company during the year ended
31st March, 2004.
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30. % 30. RESERVES
R EE BABH AHIKREE ZEER At
Share Contributed Distributable Accumulated
premium surplus reserve losses Total
BT BT BT BT BT
HK$ HK$ HK$ HKS HK$
VAN THE COMPANY
N-EE At 1st April, 2002
MmA—H 95,713,736 28,179,599 - (8,301,135) 115,592,200
?’é‘ amkn Issue of new shares 22,982,660 - - - 22,982,660
kD EITR Y Share issue expenses (2,636,388) - - - (2,636,388)
EF ZER Net loss for the year - - - (4173,776)  (4,173,776)
E@:ggii At 31st March, 2003
—R=+- 116,060,008 28,179,599 - (12,474,911) 131,764,696
A E A Capital Reduction - - 72,670,245 8,301,135 80,971,380
BIIHRM Issue of new shares 19,790,000 - - - 19,790,000
BRHBETRY Share issue expenses (655,530) - - - (855,530)
FEFEE Net loss for the year - - - (60,951,180) (60,951,180)
RZZENF
ZA=+—-A At 31st March, 2004 135,194,478 28,179,599 72,670,245  (65,124,956) 170,919,366

95

RATZEABBRTIEBARNTEITZE
8 % ™ {8 350,000/ 7T £2 Town Health
(BVI) Limited (IRIEM =TT F /Y A3
f CEEEHBEREBRBRHKEZNE

A 2B EFEHX28,530,000% T 2
ERRe

ARz A Ik 5 8 46 Y FE 28 P B AR
B R P EE AR SRR

ZENME=A=+—H KAQFZ
BFEE R 4170,919,0005% 7T 7] £ 5 E
WE (ZZZ =4:131,765,000/

Hlﬁdﬁm%

o

Contributed surplus of the Company represents the

difference between the nominal value of
HK$350,000 of the ordinary shares issued by the
Company and the net asset value of approximately
HK$28,530,000 of Town Health (BVI) Limited, a
subsidiary acquired through an exchange of shares

pursuant to the group reorganisation in April 2000.

The distributable reserve of the Company represents
the amount arising from the Capital Reduction as

set out in note 28.

As at 31st March, 2004, approximately
HK$170,919,000 of the Company's reserves were
available for distribution to shareholders (2003:
HK$131,765,000).

RIEEEIER AR AR Town Health International Holdings Company Limited
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31. WEEH B A 7] 31. ACQUISITION OF SUBSIDIARIES
—EEMF —TE=F
2004 2003
B BT
HK$ HK$
il FEE: Net assets acquired:
W BE RRE Property, plant and equipment 14,802,704 430,048
EHEE Investments in securities 1,442,450 -
"E Inventories 373,457 91,998
FEWERREM Trade and other receivables
FEMR IR 1,093,764 150,271
JEM A BEA T A Amounts due from related parties - 23,673
ROIRREEH Bank and cash balances 1,453,202 124,900
R RS RE A Trade and other payables
FE 1 5008 (689,254) (31,226)
& 4 i 18 Taxation payable (251,949) (34,000)
BRI Deferred taxation (722,684) -
RMEMAEE Obligations under finance lease (1,596,457) -
RITLEMEE Bank and other borrowings (3,711,934) -
RRIEEER Loan from shareholders (2,105,250) -
DR EE Minority interests (3,550,741) -
6,537,308 755,664
B R AT R Less: Interest acquired in prior year
R RN recognised as interest in an
A UNCIPA 3 associate (1,124,572) -
B Goodwill 22,904,953 5,441,886
28,317,689 6,197,550
AR Satisfied by:
ENRERE Cash consideration paid 14,981,811 6,197,550
Ho it JE 4 3B Other payable 13,335,878 -
28,317,689 6,197,550
ERAWENBAR Analysis of net inflow of cash and
RekReEE cash equivalents in connection with
EERAFEIN: the acquisition of subsidiaries:
ENBReRE Cash consideration paid 14,981,811 6,197,550
PR BE SR 1T 45 84 Bank balances and cash acquired
KR & (1,453,202) (124,900)
ERUBHEBARZ Net cash outflow in respect of the
REeEmMFER acquisition of subsidiaries 13,528,609 6,072,650

—ZTTMFEFHR Annual Report 2004
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HE_ZSTZNF-A=+—HLFERN
WEZHBARARNEB ZEETERA
5 Bl &5 51,353,148
TUE B K 81,2947 7T 2 & Fl

SEZREEERD

BE-TE=4=A=+-BLEER
LE P07 PORESS PRS- E
SHEEBELREAVE

For the year ended 31st March, 2004

31. ACQUISITION OF SUBSIDIARIES (continued)

Group's loss from operations.

The subsidiaries acquired during the year ended
31st March, 2004 contributed HK$1,353,148 to the
Group's turnover and a profit of HK$81,294 to the
Group's loss from operations.

The subsidiaries acquired during the year ended
31st March, 2003 did not make significant
contribution to the Group’s turnover and the

HE REEHE L F 32. DISPOSAL/DECONSOLIDATION OF SUBSIDIARIES
—EENF —ZEE=F
2004 2003
BT BT
HK$ HK$
It E 2 FEE: Net assets disposed of:
ME- BB R&RE Property, plant and equipment 138,625 -
FE Inventories 157,371 -
FEU AR R &ﬁﬁﬂ Trade and other receivables
& IR T 290,951 -
ﬂu&@ﬁlﬁ Tax recoverable 111,228 -
w17 RIB e LR Bank and cash balances 43,163 -
FERTBR &EWJ Trade and other payables
JEE < 3R T (1,220,623) -
RITEE Bank borrowings (7,224) -
(486,509) -
B o g2 Release of goodwill 2,294,493 -
BEREHFLFKE Transferred to investments in securities (1,999,101) -
FRE Net liabilities (191,117) -
HEMBAF
2 W Gain on disposal of subsidiaries 191,118 -
1 _
AUCERER & KB < f+F Satisfied by cash consideration received 1 -
BEBHE KEEHKE  Analysis of net outflow of cash in
NAElZBE RN connection with the disposal/
FREANT T deconsolidation of a subsidiary:
BHRESKE Cash consideration received 1 -
Tt &iR1T R
Re s Bank and cash balances disposed (43,163) -
43,162) -

RIEEEIER AR AR Town Health International Holdings Company Limited
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32. HE FEAWEBLAR (&) 32. DISPOSAL/DECONSOLIDATION OF SUBSIDIARIES
(continued)

FRAHE KRGAZHEBEAREAER The subsidiaries disposed/deconsolidated of during

MNER 7 LEERQLEIBEE A the year had no significant contribution to the

%, Group's turnover and the Group’s loss from

operations for the year.

3. WIEEBEBRITEDA 33. ACQUISITION OF MEDICAL AND DENTAL
PRACTICES
—gEME  —TT=F
2004 2003
BT BT
HK$ HK$
P RS 2 F & E: Net assets acquired:
7 Goodwill 950,000 -
EENDIE Satisfied by:
e Cash 950,000 -
3. HEBRBEBRITEDA 34. DISPOSAL OF MEDICAL AND DENTAL
PRACTICES
—gEME  —TT=F
2004 2003
BT BT
HK$ HK$
PTHE 2 FEE: Net assets disposed of:
e Goodwill 2,000,000 3,455,085
HE T E Loss on disposal (1,500,000) -
500,000 3,455,085
SENDIE Satisfied by:
e Cash - 3,455,085
H th & Y 3R I8 Other receivables 500,000 -
500,000 3,455,085

98 —TZPEFHR  Annual Report 2004
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35. RIKEFETE

36.
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AEBAREEMBABKRER TR
HABEE FECEEREANEEZ
BESRBAE LUAREAZNZES
KA - AKERFEFELBBEHFIHKE
5% 2 3K e B RIVE L FRH K-

R mERNG 2 & A #E % 41,051,000
BT (ZEE=4:1,289,000/%7T) * /I
BALSERFRNEME ZHR-

ERERE
R_EENGER-BE=F=A=+—
B REBRANRARLEERE RAEE-

35.

36.

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from
those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant
payroll costs to the scheme, which contribution is

matched by employees.

The total cost charged to the income statements
of approximately HK$1,051,000 (2003:
HK$1,289,000) represents contributions payable to
the scheme by the Group during the year.

CAPITAL COMMITMENTS
As at 31st March, 2004 and 2003, the Group and
the Company had no significant capital

commitment.

RIEEEIER AR AR Town Health International Holdings Company Limited
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37. EXRMAHEIE 37. OPERATING LEASE COMMITMENTS
AEH
THE GROUP
“EEME —Z2T=F
2004 2003
B BT
HK$ HK$
FARMELERLY Minimum lease payments paid under
A REEE R operating leases in respect of
properties during the year 15,266,134 14,652,771
NEEH NEBREBETITREZE At the balance sheet dates, the Group had
THAAREENRTHREHAE X2 KR K commitments for future minimum leases payments
EEESRBEWAT: under non-cancellable operating leases which fall
due as follows:
g 3 Yk —BE=HF
2004 2003
BT BT
HK$ HKS
—FR Within one year 6,674,000 11,284,000
—EERF
(BEEERT) In the second to fifth year inclusive 8,435,000 6,011,000
15,109,000 17,295,000
EEBOFTIEDERAEEREE T2 Operating lease payments represent rentals payable
EMA=EmERENzBe -BO KM by the Group for certain of its clinics and office
EZHEEMERFHER- premises. Leases are negotiated and rentals are
fixed for a term ranging two to five years.
RARNEER I EE RS EMEL A The Company had no significant operating lease
e commitments at the balance sheet date.

100 —==m4 4% Annual Report 2004
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£ E [ 3 Ben GenomicsE ¥ 49656,000
B UAHREHREEES ZENRIED
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38.

39.

For the year ended 31st March, 2004

OTHER COMMITMENTS

Pursuant to a shareholders’ agreement dated 13th
June, 2001, the Group had undertaken to provide
working capital to 3 Ben Genomics Hong Kong
Limited (“3 Ben Genomics”), a wholly owned
subsidiary of an associate of the Group, to the
extent of HK$750,000 every year for an initial term
of two years with automatic renewal upon expiry of
the agreement (the “Undertaking”). The amount of
the Undertaking is subject to revision upon approval
by the shareholders. As at 31st March, 2004, the
Group advanced approximately HK$656,000 to 3
Ben Genomics for financing its working capital and
the amount was fully repaid subsequent to balance
sheet date (2003: HK$656,000).

CONTINGENT LIABILITIES
At 31st March, 2004, the Group and the Company

had no significant contingent liabilities.

At 31st March, 2003, the Company had provided a
corporate guarantee to a financial institution in
respect of the banking facilities granted to a
subsidiary and a former associate to the extent of
HK$8,000,000 and HK$7,060,000 respectively. The
amount of facilities utilised by the subsidiary and a
former associate amounted to approximately
HK$5,423,000 and HK$1,600,000 respectively.

RIEEEIER AR AR Town Health International Holdings Company Limited
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For the year ended 31st March, 2004

40. RELATED PARTY TRANSACTIONS AND

BALANCES

parties:

During the year, the Group entered into the

following significant transactions with related

FREATER REMHE —ZENEF —ET=F
Name of related party Nature of transactions 2004 2003
BT T
HK$ HK$
Dr. Cho, Chan, Fung & ERRITBRBERA (H5th)
Associates (fif7¥a) (note a)  Management and administrative
service fee income (note h) — 57,817,050
AR B (FFEEh)
Licence fee income (note h) — 10,390,000
TEEEZ R (Mib) BB RATHRG B A (Hi5Eh)
Five medical practices Management and administrative
(note b) service fee income (note h) - 3,856,245
AR B (FFEEh)
Licence fee income (note h) — 970,000
ERBRERBR AT BB RATHRE B A (Hi5Eh)
(M 5Ec) Management and administrative
Luxembourg Medicine service fee income (note h) — 56,516
Company Limited (note c) BEREE®R (M)
Purchase of healthcare products
(note i) - 65,010
ERBBRARRF (M) BEREER (M)
Health Matrix International Purchase of healthcare products
Limited (note ¢) (note i) - 22,896
2= (e @5 X (BT
Oriental Elite (note ¢) Rental expenses (note i) 300,000 600,000

102 —==m4 4% Annual Report 2004
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40. EBEEATRERER (&) 40. RELATED PARTY TRANSACTIONS AND

BALANCES (continued)

FHEEALER XEME —EENF —ET=F
Name of related party Nature of transactions 2004 2003
BT BT
HK$ HK$
NERERBEBER LG BEREE® (M)
(fF&Ed) Purchase of healthcare products
Kowloon Hearing Services (note i) 2,336,022 2,532,998
Limited (note d)
TwEREFR AT (Mizc) XNEREER (M)
Plasmagene Limited (note c) Laboratory fee paid (note i) 855,300 449,180
R Bl A A B R 3 R THRERE (D)
ERATE (Mite) Consultancy fee paid (note i) 364,000 322,000
Specially for you International
Development Limited
(note e)
frxEERRE B E g s (M E)
B A& (MtsEc) Purchase of traditional Chinese
WYT Holdings and its medicines (note ) 1,864,586 4,805,677
subsidiaries (note c)
XREBRE (M)
Management fee paid (note )) 116,162 87,392
X HEEE (M)
Promotional fee paid (note )) 77,442 62,255
WER AT A R F S M A (M k)
Convertible note interest income
received (note k) - 393,118
BAREREARAR (P BEmkERRMZ (M)
Weissford Development Food and catering expenses (note i)
Limited (note f) 749,226 -
BEIERBERA (L)
Management services fee income
(note h) 240,000 -
Bk ER AR (Fstg) AR BIA (FFEEh)
Wisesure Limited (note g) Licence fee income (note h) 720,000 -
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For the year ended 31st March, 2004

40. RELATED PARTY TRANSACTIONS AND

BALANCES (continued)

Dr. Cho, Chan, Fung & AssociatesZ
ERABTEBEZEEEE - AEER
FAEERKZ ATREARE R TER
5o B It - I M UER (] B 1R R 1T BB I
ANEFFA] B U A -

(a)

TRAEELMREEFELARBREE
E(WERRARAZHNTESE) REAE
Br=%REBLHERKEE -ZTH
BEKEZHBELMERFARE A
SEEERRARDALTREAE LT ER
o b - 37 A UCEAE A B I8 R AT IO
ANEFFA] B WA -

$ IR
Eé%%ﬁ*ﬁz

%(Hx%&zli ] fft

AEEZHKREAT

WERZNH2EERME 2 GREE

Fﬂ'

WEZZTREBINETEERBE (i)
ZARFRET 3L

WEZZHREERE

o

B2 ek 2 BRET ()

’F

P EIRF 838 E-
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Notes:

The partners of Dr. Cho, Chan, Fung & Associates
are employee-doctors of the Group. During the year,
the Group provided medical and dental consultation
services to patients directly. Accordingly, no
management and administrative fee income and
licence fee income were received.

The five medical practices are owned and operated
by Dr. Cho Kwai Chee and Dr. Fung Yiu Tong,
Bennet, who are executive directors of the Company
and three employee-doctors of the Group. The five
medical practices operated under the sole
proprietorships are dissolved during the year and
the Group provided medical and dental consultation
services to patients directly. Accordingly no
management and administrative fee income and
licence fee income were received.

The Group’s former associate/associate.

A company owned by the directors of the Company’s
subsidiary.

A minority shareholder of the Company’s subsidiary
and a company owned by directors of the Company’s
subsidiary.

A company in which Dr. Cho Kwai Chee, Mr. Cho
Kam Luk and Mr. Cho Kwai Yee, Kevin are directors
and have beneficial interests.

The Group's investee company.

These transactions were determined with reference
to the terms of the relevant agreements.

These transactions were entered at terms determined
and agreed by the relevant parties.

These transactions were entered in accordance with
the terms of the relevant franchise agreement.

Interest was calculated at 3.8% per annum.
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For the year ended 31st March, 2004

40. RELATED PARTY TRANSACTIONS AND

BALANCES (continued)

On 2nd December, 2004, the Group entered into
an agreement with Dr. Cho Kwai Chee, who is the
executive director of the Company, to acquire 100%
interest in a medical practice held by Dr. Cho at a
consideration of HK$950,000.

Details of balance with related parties as at the
balance sheet date are set out in the consolidated
balance sheet and in notes 18, 22 and 24.

Save as disclosed above, there were no other
significant transactions with related parties during
the year or significant balances with them at the

end of the year.

RIEEEIER AR AR Town Health International Holdings Company Limited
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41.

For the year ended 31st March, 2004

SUBSEQUENT EVENTS

On 15th March, 2004, Health Walk Limited, a wholly
owned subsidiary of the Company, entered into a
sale and purchase agreement in relation to the
acquisition of 56.13% interest in Pacific Medical
(Holding) Company Limited (“Pacific Medical”)
for cash consideration of HK$27,500,000.

Pacific Medical is an investment holding company
incorporated in the British Virgin Islands and its
subsidiaries principally engaged in the provision of
cardiology and peripheral vascular related surgical
solutions to hospital, medical institutions and

medical practitioners in the PRC and Hong Kong.

Details of this acquisition were set out in the
announcement and circular of the Company dated
16th March, 2004 and 6th April, 2004 respectively.

The above transaction was completed on 30th April,
2004.



42.

107

Bt %% 8 R MY &

Notes to the

Financial Statements

BE—STMF=A=1-RILEE

TENBAT

RAER

Name of company

Town Health (BVI) Limited

Town Health Sourcing
Limited

Town Health Trademark
Limited

FREERRBEBERAA
Town Health Management

and Services Limited

FREERTRRE
BRAR
Town Health Medical &

Dental Services Limited

HMERL/
ERERER
Place of
incorporation/

kind of legal entity

ARRLES/
BRRA

British Virgin Islands/
limited liability

company

ARRLER/
BRRA

British Virgin Islands/
limited liability

company

ABRLER/
BRRA

British Virgin Islands/
limited liability

company

B/ BRLA
Hong Kong/
limited liability

company

&/ BRAT
Hong Kong/
limited liability

company

For the year ended 31st March, 2004

42. PRINCIPAL SUBSIDIARIES

ARABEL
BRORE /R
REEELA
BERTRAR Proportion
RE/ERBA of nominal
Issued and value of issued
fully paid capital/registered
share capital/ capital held
registered capital by the Company
ER B#
Directly  Indirectly
1,331,131% T 100% -
US$1,331,131
E3 - 100%
US$1
E3 - 100%
US$1
AT - 100%
HK$2
2ET - 100%
HK$2

RIEEEIER AR AR Town Health International Holdings Company Limited

IERHK

Principal activities

REER

Investment holding

EREABREMMBERE
ZEEA

Holder of trade name
and other intellectual

property rights

EREABRALM
MBERIHAEA

Holder of trade name
and other intellectual

property rights

REEERTHRS
Provision of management
and administrative

services

REEBR%
Provision of medical

services
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42. T EHB LT (&)

NAER

Name of company

FREHDEEREERAA
Town Health Para-medical

Services Limited

FEEEREREERAT
Town Health Preventive
Healthcare Services

Limited

FRINERAH
Town Health Dental Limited

FREAMEBERAT
Town Health IT Resources

Limited

EREEREERAT
Health Matrix Network
Limited

HMERL/
ERERER
Place of
incorporation/

kind of legal entity

EE/BRLA
Hong Kong/
limited liability

company

ABRLEE/
BRRA

British Virgin Islands/
limited liability

company

&/ BRAT
Hong Kong/
limited liability

company

EE/BRLA
Hong Kong/
limited liability

company

&/ BRAT
Hong Kong/
limited liability

company

—TZPEFHR  Annual Report 2004

For the year ended 31st March, 2004

42. PRINCIPAL SUBSIDIARIES (continued)
ARARAZ
ERTRA/ER
RAEELA

Proportion

BRARMR
RA/ERBE
Issued and
fully paid
share capital/

registered capital

287
HK$2

17T
Us$1

287
HK$2

28T
HK$2

287
HK$?2

of nominal

value of issued

capital/registered

capital held

by the Company

E#
Directly

F:
Indirectly

100%

100%

100%

100%

100%

IEREK

Principal activities

REER

Investment holding

REER

Investment holding

RETRDERSE
Provision of dental

consultation services

REER

Investment holding

MEEREEARY
RS

Provision of network
services to medical

cardholders
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42. T EMB AT (&)

RAER

Name of company

FRESEEERAA
Audio Health Hearing Care
Limited

RRESER (VA
BRAT

Audio Health Hearing Care
(Shatin) Limited

REERAF
Charter Most Limited

FREEREERAR
Town Health Traditional
Chinese Medicine

Services Limited

RIEEEIER AR AR Town Health International Holdings Company Limited

HMERL/
ERERER
Place of
incorporation/

kind of legal entity

ABRLER/
BRRA

British Virgin Islands/
limited liability

company

EE/BRLA
Hong Kong/
limited liability

company

&k /BRAT
Hong Kong/
limited liability

company

EE/BRLA
Hong Kong/
limited liability

company

For the year ended 31st March, 2004

42. PRINCIPAL SUBSIDIARIES (continued)
ARARAZ
BROKRE/ER
RAEELA

Proportion

BRARMR
RA/ERBRE
Issued and
fully paid
share capital/

registered capital

10,000% T
US$10,000

1,000% 7T
HK$1,000

287
HK$2

28T
HK$2

of nominal

value of issued

capital/registered

capital held
by the Company
ER B#&
Directly  Indirectly
- 51%
- 70%
- 100%
- 100%

IERHK

Principal activities

REER

Investment holding

RERNZEHAR
HERBRTE

Provision of audio
diagnostic tests and
sale of hearing-aid

devices

BREZELHEL2ESR
hETERE

Operation of a traditional
Chinese medicine retail
shop under a franchise

agreement

REER

Investment holding
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42. T EHB LT (&)

NAER

Name of company

FREZEMBEERAA
Town Health Bio-Medical
Technology Limited

Spring Biotech Limited

BABRAT
Bright Dignity Limited

RAEEXXRER
BRAA

Harmonic Beauty and
Body Slimming
Company Limited

Dermatonic Skincare &
Laser Treatment Centre
Limited

HMERL/
ERERER
Place of
incorporation/

kind of legal entity

ARRLBE/
ARAF

British Virgin Islands/
limited liability

company

ARRLER/
ARAT

British Virgin Islands/
limited liability

company

B/ BRAA
Hong Kong/
limited liability

company

&/ BRAT
Hong Kong/
limited liability

company

&/ BRAT
Hong Kong/
limited liability

company

—TZPEFHR  Annual Report 2004

For the year ended 31st March, 2004

42. PRINCIPAL SUBSIDIARIES (continued)

BRARMR
RA/ERBE
Issued and
fully paid
share capital/

registered capital

1,000% 70
US$1,000

(EY
US$1

1007% 1T
HK$100

10077
HK$100

100 T
HK$100

RARAREZ
BRORE /R
RAEE LAl
Proportion
of nominal
value of issued

capital/registered

capital held
by the Company
ER B#&
Directly  Indirectly
100% -
- 100%
- 100%
- 70%
- 100%

IEREK

Principal activities

REER

Investment holding

REER

Investment holding

REBERK
Provision of medical

services

REXAREERE
Provision of beauty and

skin care services

REFEEERAX
R ER%
Provision of skincare and

laser treatment services
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42. T EMBA T (4) 42. PRINCIPAL SUBSIDIARIES (continued)
ARABEL
BRORE /R
REEELA
BERTRAR Proportion
HmRL/ BA/ZRER of nominal
HERERER Issued and value of issued
Place of fully paid capital/registered
INCEE: incorporation/ share capital/ capital held TEEH
Name of company kind of legal entity  registered capital by the Company  Principal activities
E# B#&

Directly  Indirectly

REERMR ABRLEE/ 1,000% 7T - 51%  REAR
First Oriental BERDA US$1,000 Investment holding
British Virgin Islands/
limited liability
company
LERRNBAERAR B/ ERAA 1,000,000% ¢ - 51%  RELR
First Oriental Medical Hong Kong/ HK$1,000,000 Investment holding
Technology Limited limited liability
company
First Oriental Cyclotron B/ BRAH 1,000,000 7T - 94% EEEBRARANLE
Limited Hong Kong/ HK$1,000,000 Production of isotopes
limited liability for medical uses
company

FRINHEEERAHREEXENEE The above table lists the subsidiaries of the Group

EEAFEAEBENBRAR -EFR which, in the opinion of the Directors, principally

RVHEMM B AR ZFRER S affected the results or assets of the Group. To give

HEMBR LK details of other subsidiaries would, in the opinion
of the Directors, results in particulars of excessive
length.

I 4 B B A R 4F 4R 3 U AR () B P 35 None of the subsidiaries had any debt securities

EREMERERZBEBES- subsisting at the end of the year or at any time

during the year.

111 FEEHEEERERAR  Town Health International Holdings Company Limited
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Financial Summary

¥E RESULTS
BE=ZRA=1T—HLEE
Year ended 31st March,
—EENE —_TT=F T -F —TE-F _TITITHF
2004 2003 2002 2001 2000
FER FHET FHET FHET FHET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEHE Turnover 109,717 123,878 100,030 102,531 71,317
FEFER) Net (loss) profit
7 R for the year (87,669) 4,741 2,029 32,050 23,666
EERER BALANCE SHEET
R=A=+-H
At 31st March,
“EENE —ETT=F —ZTT-F ZTE—F —TITEHF
2004 2003 2002 2001 2000
FEx FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEE Total assets 219,727 323,391 262,821 167,983 35,318
HwAE Total liabilities (25,956) (68,441) (53,720) (52,990) (6,818)
DERRER Minority interests (3,929) (69) (175) (31) -
BEE S Shareholders’
funds 189,842 254,881 208,926 114,962 28,500
B RE - Notes:

—_

PIAEEBE —TETF=A=+—HiL 1.
FREZEGIBEEARRARAHR/-FEE
FHANBZRBEER ERAQRHGRK

B ATAIZEAR £ e

2. RIBEE-ZTWF=A=+—-—HIMOEF 2.
EZ¥BENREEFARABE_TT—F-
“ET TR =FRITTNF=A
St-HEFEzFRASEzHGAkER-

112 —Z=ZmW&FH Annual Report 2004

The results of the Group for the year ended 31st March,
2000 presented above have been extracted from the
Company’s prospectus dated 9th October, 2000 when
the listing of the Company’s shares was sought on the
Growth Enterprise Market of the Stock Exchange.

The results for the four years ended 31st March, 2004
presented above have been extracted from the
consolidated income statement as set out in the
Company’s annual report for the year 31st March 2001,
2002, 2003 and 2004 respectively.
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