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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
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.
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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 liability whatsoever for any loss however arising
from or in reliance upon the whole or any part of the contents of this

report.

This report for which the directors of Hua Xia Healthcare Holdings
Limited collectively and individually accept full responsibility, includes
particulars given in compliance with the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange for the purpose of giving
information with regard to Hua Xia Healthcare Holdings Limited. The
directors, having made all reasonable enquires, confirm that, to the
best of their knowledge and belief.— (i) the information contained in
this report is accurate and complete in all material respects and not
misleading; (i) there are no other matters the omission of which would
make any statement in this report misleading, and (iii) 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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Chairman’s Statement
FERS

For and on behalf of the board of directors (the “Board”) of Hua Xia
Healthcare Holdings Limited (the “Company”), I am pleased to present
the annual report of the Company and its subsidiaries (collectively the
“Group”) for the year ended 31 March 2008.

FINANCIAL OVERVIEW

Attributable to the fast economic growth and growth in demand for
general hospital and healthcare and hospital management services in
the People’s Republic of China (the “PRC"), the Group's revenue of the
continuing operations has reached a record high of approximately
HK$114.165 million for the year ended 31 March 2008 as compared to
a turnover of approximately HK$33.697 million (restated) for the
previous year. Gross profit of the Group has reached approximately
HK$74.591 million.

As we believe the potential for healthcare development in the PRC is
enormous, our business development in the healthcare related sectors
in the PRC is proven on the right track. In order to raise funds to
enhance the Group's working capital and strengthen its capital base
and financial position in furtherance of the Group’s business plans,
including future investments in the healthcare sector in the PRC and
other business when they arise, during the past 12 months and up to
the date of this report, the Company has conducted the following fund
raising activities:

(i)  On 24 April 2007, the Company had completed the placing of
200,000,000 new shares at the issue price of HK$0.352 per
share. The net proceeds of approximately HK$68.4 million were
used for the acquisition of Chongqging Edward Hospital, a
privately-run hospital established in Chongqing, the PRC. The
balance of the proceeds was used for investments in the
healthcare sector in the PRC and general working capital of the

Group.
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(i) On 28 May 2007, the Company had completed the placing of
256,000,000 shares at an issue price of HK$0.58 per share. The

net proceeds from the placing were approximately HK$143
million. The Company applied approximately HK$137 million of
the net proceeds for the acquisitions of three privately-run
hospitals established in Foshan and Jiangxi, the PRC during the
year. The balance of the net proceeds approximately HK$5

million was used for general working capital of the Group.

OPERATION OVERVIEW

In the year of 2007 and up to the date of this report, the Group had
successfully transformed from the core business of environmental
protection services to the provision of general hospital and healthcare
and hospital management services in the PRC. The Group had
successfully completed the acquisition of the equity interest of four

privately-run hospitals in the PRC.

On 9 May 2007, the Group had completed the acquisition of the entire
issued share capital of Hero Vision Enterprises Limited which indirectly
holds a 55% equity interest of Chongqing Edward Hospital Company
Limited, a privately-run hospital established in Chongqing, the PRC.
The hospital provides general hospital services including but not
limited to medicine ward, surgical ward, cosmetic surgery,
dermatology department and medical checkup and examination. The
total consideration amounted to approximately HK$157.3 million was
settled by cash, consideration shares and financial instruments of the

Company.
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Chairman’s Statement
FERE

On 8 October 2007, the Group had completed the acquisition of the
entire equity interest of Merry Sky Investments Limited. Merry Sky
Investments Limited and its subsidiaries, including the 55% owned
Jiaxing City Shunguang Western and Chinese Composite Hospital
Limited, a privately-run general hospital established in Jiaxing city, the
PRC. The hospital is principally engaged in the provision of traditional
Chinese medical treatments as well as general hospital medical services
including but not limited to medical ward, surgical ward, cosmetic
surgery, dermatology department and medical checkup and
examination. The total consideration of HK$80.85 million was settled

by cash and consideration shares.

On 22 February 2008, the Group had completed the acquisition of the
entire equity interest of Direct Way Group Limited and its subsidiaries,
including the 70% owned Foshan Qide Hospital, is a privately-run
hospital established in Foshan, the PRC by Foshan Qide Hospital
Limited, which provides general hospital services in Foshan, the PRC
including but not limited to medicine ward, surgical ward, gynecology,
paediatric unit, plastic surgery, ear nose and throat unit, emergency
and accident unit and medical checkup and examination. The total

consideration of HK$54.88 million was settled by cash.
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On 5 May 2008, the Group had completed the acquisition of the entire

equity interest of Large Forever Group Limited and its subsidiaries,
including the 70% owned Shangrao Xiehe Hospital, is a privately-run
hospital established in Shangrao, the PRC by Shangrao Shi Xiehe
Hospital Company Limited, which provides general hospital services in
Shangrao, the PRC including but not limited to medicine ward, surgical
ward, gynecology, paediatric unit, plastic surgery, ear nose and throat
unit and Chinese medical treatments. The total consideration of
HK$68.6 million was settled by cash.

On 12 June 2008, Famous Fast Limited, a wholly-owned subsidiary of
the Group, has entered into a sale and purchase agreement with an
independent third party to acquire the entire equity interest of Smart
Peak Limited. Smart Peak Limited will indirectly have 100% control of
Bengbu Shi Aomeigia Female Hospital Limited, a privately-run hospital
established in Anhui, the PRC which provides general hospital services
in Anhui, the PRC including but not limited to medicine ward, surgical
ward, gynecology, paediatric unit, plastic surgery, ear nose and throat
unit, emergency and accident unit and medical checkup and
examination. The total consideration of HK$49 million will be settled
by cash. The completion of the acquisition is pending on the target
group reorganisation. For further details, please refer to the Company’s

announcement dated 13 June 2008.
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Chairman’s Statement
FERS

COMMUNITY

On 12 May 2008, being the date of Sichuan Earthquake took place,
one of our Company’s hospitals, Chongging Edward Hospital,
immediately sent 100 medical staff, including members specialized in
internal and external medicine units, orthopedics units, anesthesiology
units, operation room and emergency room who were equipped with
medical resources like medical ventilators, ultrasonic x-ray machines,
perfusion tubes, operation apparatuses, trauma relieving machines,
supplementary medicines plastic cast and splints to the serious disaster
area, Xiaoyutong town in Pengzhou city which located 60km from
Chengdu and took part in the rescue work. The team has rescued more
than 500 injured victims. Moreover, the hospital sterilized relief
supplies from people’s generous donation and sent them to Mianyang
city or other disaster zones. The hospital also offered support by

reserving beds in wards for taking in victims in need.

APPRECIATION

The year under review is a year full of developments within the Group.
Our Group has been deploying resources effectively in launching new
services, identifying new business partners as well as other investment
opportunities aiming at improving both the Group’s earning base and

asset base.

I would like to thank our management team and all our staff for their
untiring efforts and significant contribution during the past year. |
would also like to take this opportunity to express my sincere gratitude
and appreciation to all our fellow shareholders and institutional

investors for their continuous support and confidence in our Group.

Yung Kwok Leong

Chairman

Hong Kong, 26 June 2008
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FINANCIAL HIGHLIGHTS

Summary of the results of the Group for the financial year ended 31
March 2008 is as follows:

o Turnover of the continuing operations was approximately
HK$114.165 million as compared to a turnover of approximately

HK$33.697 million (restated) for the previous year.

o Gross profit of the continuing operations was approximately
HK$74.591 million as compared to a gross profit of
approximately HK$30.324 million (restated) for the previous

year.

o Net loss attributable to equity holders was approximately
HK$17.891 million as compared to a net profit attributable to
equity holders of approximately HK$5.981 million for the

previous year.

o The Board does not recommend the payment of a final dividend
for the year ended 31 March 2008 (2007: Nil).

BUSINESS REVIEW

The Group is principally engaged in the provision of general hospital
services and healthcare and hospital management services in the PRC.
In addition, it was engaged in the manufacture and sales of
environmental protection products as well as provision of related
services, manufacture and sales of melamine and its related products

during the year.

Management Discussion and Analysis
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Management Discussion and Analysis

BEE R D

Results of the Group for the year ended 31 March 2008 have shown
improvement in turnover compared with the previous year. Turnover of
the continuing operations of the Group for the year was approximately
HK$114.165 million in comparison with HK$33.697 million (restated)
in 2007. The improvement in revenue for the year ended 31 March
2008 was mainly driven by the contribution in turnover by the
provision of general hospital services and healthcare and hospital
management services in the PRC. Gross profit of the Group was
approximately HK$74.591 million in comparison with HK$30.324
million (restated) in 2007.

Net loss attribute to the equity holders for the year ended 31 March
2008 was approximately HK$17.891 million (2007: net profit
approximately HK$5.981 million) mainly due to the provision of the
impairment loss on goodwill of approximately HK$30.318 million for
the disposal of subsidiaries. Such disposals have been completed in the
financial year ended 31 March 2008.

Selling and distribution expenses for the year ended 31 March 2008 to
approximately HK$5.692 million as compared to approximately
HK$0.408 million (restated) for the corresponding period last year.
Such increase was related to the marketing and promotional expenses
of the hospitals in the PRC.

Administrative expenses for the year ended 31 March 2008 amounted
to approximately HK$35.602 million (2007: HK$19.524 million
(restated)). The increase was due to the increase in professional
expenses incurred for the acquisition of the hospitals in the PRC and

disposal of the subsidiaries during the year.
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Business Review and Outlook

Continuing operations

General hospital services

On 9 May 2007, the Group had completed the acquisition of the entire
equity interest of Hero Vision Enterprises Limited. Hero Vision
Enterprises Limited and its subsidiaries, including the 55% owned
Chongging Edward Hospital Company Limited, a privately-run general
hospital established in Chongging, the PRC, is principally engaged in
the provision of general hospital services including but not limited to
medicine ward, surgical ward, cosmetic surgery, dermatology
department and medical checkup and examination. The turnover
contributed by Hero Vision Enterprises Limited and its subsidiaries in
these services for the year ended 31 March 2008 was approximately
HK$55.753 million (2007: Nil).

On 8 October 2007, the Group had completed the acquisition of the
entire equity interest of Merry Sky Investments Limited. Merry Sky
Investments Limited and its subsidiaries, including the 55% owned
Jiaxing City Shunguang Western and Chinese Composite Hospital
Limited, a privately-run general hospital established in Jiaxing city, the
PRC, are principally engaged in the provision of traditional Chinese
medical treatments as well as general hospital medical services
including but not limited to medical ward, surgical ward, cosmetic
surgery, dermatology department and medical checkup and
examination. The turnover contributed by Merry Sky Investments
Limited and its subsidiaries in these services for the year ended 31
March 2008 was approximately HK$11.814 million (2007: Nil).

On 22 February 2008, the Group had completed the acquisition of the
entire equity interest of Direct Way Group Limited and its subsidiaries,
including the 70% owned Foshan Qide Hospital, is a privately-run
hospital established in Foshan, the PRC by Foshan Qide Hospital
Limited, which provides general hospital services in Foshan, the PRC
including but not limited to medicine ward, surgical ward, gynecology,
paediatric unit, plastic surgery, ear nose and throat unit, emergency
and accident unit and medical checkup and examination. The turnover
contributed by Direct Way Group Limited and its subsidiaries in these
services for the year ended 31 March 2008 was approximately
HK$0.192 million (2007: Nil).

Management Discussion and Analysis
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Management Discussion and Analysis

BEE R D

Healthcare and hospital management services

The Group provides healthcare management and training and
consultancy for hospitals in the PRC through Hero Vision Enterprises
Limited, Day View Group Limited and Beiyi Renzhi (Beijing) Investment
Consultancy Limited which include advising on management
strategies, operation and business model, logistics and procurement,
workflow and human resources, market strategies and providing
training and administrative support. The turnover contributed by
the healthcare and hospital management services for the year
ended 31 March 2008 was approximately HK$45.753 million (2007:
approximately HK$33.057 million).

Manufacture and sales of environmental protection products
The Group also trades the household products made from the
environmental friendly melamine materials. The total turnover
recorded is the sale of environmental friendly household products for
the year ended 31 March 2008 was approximately HK$0.653 million
(2007: approximately HK$0.64 million).

Discontinued operations

Manufacture and sales of melamine and its related products
The Group manufactures and sells melamine materials through its
wholly-owned subsidiary, Prime Source (Fujian) Chemical Co. Ltd., in
the Fujian Province, the PRC. Melamine materials are raw materials
used in the manufacture of household products which are widely used
in environmental conscious countries and are durable, non-toxic and
easy to be processed. The total turnover recorded in the sale of
melamine materials for the period ended 28 March 2008 was
approximately HK$15.572 million (2007: approximately HK$21.907

million).

Environmental protection products and services

The Group's waste water treatment businesses for government and
commercial projects were mainly carried out through Youngdong
Environmental Engineering Co., Ltd. (“Youngdong”) in Korea.
Youngdong’s turnover for the period ended 11 December 2007
totalled approximately HK$6.206 million (2007: approximately

HK$21.907 million).
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Future Prospects

Under the environment of fast economic growth in the PRC and more
people becoming aware of the importance of health, the directors
believe that the healthcare market in the PRC provides abundant

business opportunities for the Group in the future.

The directors intend to explore more business opportunities in the
promising healthcare sector in the PRC including but not limited to
possible future investments in or cooperations with hospitals in the
PRC (including but not limited to taking equity interests in hospitals in
the PRC which the directors believe will have growth potentials) in
order to benefit from the growth in the healthcare sector and enhance

shareholders’ returns in the long-run.

On 5 May 2008, the Group had completed the acquisition of the entire
equity interest of Large Forever Group Limited and its subsidiaries,
including the 70% owned Shangrao Xiehe Hospital, is a privately-run
hospital established in Shangrao, the PRC by Shangrao Shi Xiehe
Hospital Company Limited, which provides general hospital services in
Shangrao, the PRC including but not limited to medicine ward, surgical
ward, gynaecology, paediatric unit, plastic surgery, ear nose and throat
unit and Chinese medical treatments. The total consideration of
HK$68.6 million was settled by cash. The books and accounts of the

hospital has been consolidated with that of the Group.

On 12 June 2008, Famous Fast Limited, a wholly-owned subsidiary of
the Group, has entered into a sale and purchase agreement with an
independent third party to acquire the entire equity interest of Smart
Peak Limited. Smart Peak Limited will indirectly have 100% control of
Bengbu Shi Aomeigia Female Hospital Limited, a privately-run hospital
established in Anhui, the PRC which provides general hospital services
in Anhui, the PRC including but not limited to medicine ward, surgical
ward, gynaecology, paediatric unit, plastic surgery, ear nose and throat
unit, emergency and accident unit and medical checkup and
examination. The total consideration of HK$49 million will be settled
by cash. The completion of the acquisition is pending on the target
group reorganisation. For further details, please refer to the Company’s

announcement dated 13 June 2008.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group had total cash and bank balances of approximately
HK$78.134 million as at 31 March 2008 (2007: approximately
HK$24.758 million). The increase in cash and bank balances were
mostly due to the completion of the placement of shares in May 2007
which raised in aggregate approximately HK$219 million for the
Company. For the year ended 31 March 2008, the Group paid
approximately HK$97.681 million as cash consideration for the

acquisition of three privately-run hospitals in the PRC.

The Group recorded total current assets of approximately HK$230.299
million as at 31 March 2008 (2007: approximately HK$110.807
million) and total current liabilities of approximately HK$62.134 million
as at 31 March 2008 (2007: approximately HK$35.921 million). The
current ratio of the Group, calculated by dividing the current assets by
the current liabilities, was approximately 3.706 as at 31 March 2008
(2007: approximately 3.084).

ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES

Summary of the Group's material acquisitions and disposals for the

year ended 31 March 2008 is as follows:

(@  On 9 May 2007, the Group had completed the acquisition of the
entire issued share capital of Hero Vision Enterprises Limited
which indirectly holds a 55% equity interest of Chongqging
Edward Hospital Company Limited, a privately-run hospital
established in Chonggqing, the PRC. The hospital provides general
hospital services including but not limited to medicine ward,
surgical ward, cosmetic surgery, dermatology department and
medical checkup and examination. The total consideration
amounted to approximately HK$157.3 million was settled by
cash, consideration shares and financial instruments of the

Company.
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On 8 October 2007, the Group had completed the acquisition of

the entire equity interest of Merry Sky Investments Limited.
Merry Sky Investments Limited and its subsidiaries, including the
55% owned Jiaxing City Shunguang Western and Chinese
Composite Hospital Limited, a privately-run general hospital
established in Jiaxing city, the PRC. The hospital is principally
engaged in the provision of traditional Chinese medical
treatments as well as general hospital medical services including
but not limited to medical ward, surgical ward, cosmetic surgery,
dermatology department and medical checkup and examination.
The total consideration of HK$80.85 million was settled by cash

and consideration shares.

On 31 October 2007, the Company has entered into a sale and
purchase agreement with Spring Vision Group Limited for the
disposal of the entire equity interest of Rightime Development
Limited and its subsidiaries, including Youngdong for a cash
consideration of HK$1.9 million. The completion of the disposal
of the entire equity interest of Rightime Development Limited

took place on 12 December 2007.

On 23 January 2008, Day View Group Limited has entered into a
sale and purchase agreement with Mr. Weng Huiteng for the
disposal of the entire equity interest of Shine Concord
Enterprises Limited and its non-wholly owned subsidiary,
Shanghai Humanity Hospital Management Company Limited for
a cash consideration of approximately HK$10.5 million. The
completion of the disposal of the entire equity interest of Shine

Concord Enterprises Limited took place on 31 January 2008.
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(e)  On 22 February 2008, the Group had completed the acquisition
of the entire equity interest of Direct Way Group Limited and its
subsidiaries, including the 70% owned Foshan Qide Hospital, is a
privately-run hospital established in Foshan, the PRC by Foshan
Qide Hospital Limited, which provides general hospital services in
Foshan, the PRC including but not limited to medicine ward,
surgical ward, gynaecology, paediatric unit, plastic surgery, ear
nose and throat unit, emergency and accident unit and medical
checkup and examination. The total consideration of HK$54.88

million was settled by cash.

(f)  On 25 February 2008, the Company has entered into a sale and
purchase agreement with Mr. Zheng Maolin for the disposal of
the entire equity interest of Able Developments Limited and its
wholly-owned subsidiaries including Prime Source Trading
Limited and Prime Source (Fujian) Chemical Co., Limited for a
cash consideration of HK$83 million. The completion of the
disposal of the entire equity interest of Able Developments
Limited took place on 28 March 2008.

Details of the acquisitions and disposals are disclosed in the Notes 36

and 37 to the financial statements on pages 141 to 154.

CONTINGENT LIABILITIES

In early 2006, an action in the PRC has been taken out by Jiaxing City
Triumph Electric Company Limited against Jiaxing City Shuguang
Western and Chinese Composite Hospital Limited (“Jiaxing Shuguang
Hospital”), a non-wholly owned subsidiary of the Company, using for
rental payment of an aggregate of approximately RMB0.88 million
(equivalent to approximately HK$0.89 million) for the period from 1
September 2003 to 1 March 2006, which is claimed with reference to
annual rental payment of RMBO0.35 million (equivalent to
approximately HK$0.36 million) in respect of the leased property on
which Jiaxing Shuguang Hospital is currently occupied and operated
(the "Property in Dispute”) under a legally binding tenancy agreement
entered into with Jiaxing City Xin Kai Yuan Industrial Trading Company
Limited who has been joined as a third party to the action (the

“Shuguang Dispute”).
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In the Shuguang Dispute, whereas the Property in Dispute is legally

registered under the name of Jiaxing City Xin Kai Yuan Industrial
Trading Company Limited and a legally binding tenancy agreement has
been entered into between Jiaxing Shuguang Hospital and Jiaxing City
Xin Kai Yuan Industrial Trading Company Limited, Jiaxing City Triumph
Electric Company Limited alleged that it owns part of the interest in the
Property in Dispute and that Jiaxing Shuguang Hospital has a verbal
agreement with it whereby Jiaxing Shuguang Hospital has agreed to

rent from it the Property in Dispute.

The Company has been advised by its PRC legal adviser that Jiaxing
Shuguang Hospital has a strong defense as the Property in Dispute is
legally registered under the name of Jiaxing City Xin Kai Yuan Industrial
Trading Company Limited and that there had been a legally binding
tenancy agreement entered into between Jiaxing Shuguang Hospital
and Jiaxing City Xin Kai Yuan Industrial Trading Company Limited,
which was made in compliance with the relevant PRC law that leasing
of property shall be made by way of written agreement, as contrasted
with the alleged verbal agreement between Jiaxing Shuguang Hospital
and Jiaxing City Triumph Electric Company Limited. The PRC legal
adviser further advised that in those circumstances, Jiaxing City Xin Kai
Yuan Industrial Trading Company Limited shall be responsible for the

Shuguang Dispute.

As at 31 March 2008, the Shuguang Dispute is now stayed pending
the outcome of the dispute between Jiaxing City Triumph Electric
Company Limited and Jiaxing City Xin Kai Yuan Industrial Trading
Company Limited regarding the ownership of the Property in Dispute.

Save for the disclosed, as at 31 March 2008, no member of the Group
was engaged in any litigation or arbitration of material importance and
no litigation or claim of material importance was known to the
directors to be pending or threatened against any member of the
Group (2007: Nil).
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FOREIGN EXCHANGE RISK

Since almost all transactions of the Group are denominated in
Renminbi, Hong Kong dollars and Korean Won and most of the bank
deposits are being kept in Hong Kong dollars, or in the local currencies
of the operating subsidiaries to minimize exposure to foreign exchange
risk, the directors believe that there is no significant foreign exchange
risk to the Group. Therefore, the Group has not implemented any
formal hedging or other alternative policies to deal with such exposure

during the year.

CHARGES ON GROUP ASSETS

As at 31 March 2008, the Group had no bank-borrowing outstanding
balances. A time deposit of the Group of approximately HK$5.212
million has been pledged to a bank in Hong Kong to secure banking
facilities granted to the Group. No secured short-term bank loan was

drawn down during the year.

SEGMENT INFORMATION

During the year, the revenue of the Group was principally generated
from: (1) manufacture and sales of environmental protection products;
(2) provision of general hospital services; and (3) provision of healthcare
and hospital management service. During the year ended 31 March
2008, the Group had disposed its installation, engineering and
management of wastewater treatment systems and environmental
facilities, provision of environmental analyses and measurement services
business and manufacture and sales of melamine and its related
products business. Geographically, the Group has expanded business
operations into the cities of Chongging, Jiaxing and Foshan in the PRC.
Financial information in respect of these operations is presented in

Note 5 to the financial statements.
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CAPITAL STRUCTURE

As at 31 March 2008, the total issued share capital of the Company
was approximately HK$89,902,240 (2007: HK$54,104,860) divided
into 1,798,044,795 ordinary shares (2007: 1,082,097,200 shares) of
HK$0.05 each.

Details of movements in the share capital of the Company during the

year are set out in Note 17 to the financial statements.

EMPLOYEE INFORMATION
As at 31 March 2008, the Group had 587 (2007: 156) full time

employees (including directors) as shown in the following table:
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For the year ended 31 March 2008, staff costs (including directors
emoluments) amounted to approximately HK$12.372 million (2007:
approximately HK$13.689 million). The decrease of staff costs was due
to the decrease in the share-based payment expense and the
implementation of effective cost control measures during the year. The
Group remunerates its employees based on individual performance
and qualification. Apart from the basic remuneration, staff benefits
include the contribution to the Mandatory Provident Fund Scheme,
bonus and medical coverage in Hong Kong; and basic insurance for the
elderly, basic medical insurance, work injury insurance and
unemployment insurance to the employees in the PRC. The Group also
adopted employee share option scheme to provide eligible employees
a performance incentive for continuous and improved services with the
Group and to enhance their contributions to increase profits by

encouraging capital accommodation and share ownership.
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Directors’ and Senior Management's Profiles
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EXECUTIVE DIRECTORS

Mr. Yung Kwok Leong, aged 43, the Chairman of the Board, being a
registered economist in the Fujian Province in the PRC, has over 20
years' experience in corporate management and investment in the
healthcare and environmental protection sectors in the PRC. Mr. Yung
is currently the chairman of Hong Kong Putian Co. and the honorable
chairman of Hong Kong Puxian Native Association. Mr. Yung is also
currently the vice-chairman of the National Committee of the Health,
the Health Insurance Association of Fujian and the committee member
of Putian City, Fujian Committee of Chinese Political Consultative
Conference. Mr. Yung was appointed as an executive director of the
Company and Chairman of the Board on 2 March 2005 and 29 April
2005 respectively.

Dr. Jiang Tao, aged 52, holds a degree of doctor of audiology from
the Arizona School of Health Sciences, Kirksville College of
Osteopathic Medicine in the United States and two master degrees in
audiology and in special education from Lamar University of Texas in
the United States. He served as senior management in several
enterprises in USA, Canada and the PRC with over 15 years of
experience in senior management, consultancy and investment in the
PRC, Hong Kong, Canada and the United States. Dr. Jiang has also
established six enterprises in the PRC with Canadian capital. He is
currently the Visiting Professor of the Medical College of Southwest of
China, Sichuan University, Sun Yat-sen Medical University and Sichuan
Foreign Language University. Dr. Jiang was appointed as an executive
director and Chief Executive Officer of the Company on 3 January and

23 August 2007 respectively.

Mr. Zheng Gang, aged 40, holds a master degree in business
administration from Cardiff Business School in the United Kingdom
and a bachelor of engineering degree from Xiamen University in the
PRC. Mr. Zheng has over 13 years of management experience in
finance, investment and trading. Mr. Zheng was appointed as an

executive director of the Company on 1 August 2007.
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Ms. Shum Ngai Pan, aged 35, holds a master degree in business
administration. She has over 8 years of managerial experience in
private companies engaged in the healthcare and environmental
protection sectors in the PRC. Ms. Shum was appointed as an executive

director of the Company on 25 April 2006.

Mr. Chen Jin Shan, aged 40, holds a bachelor degree in finance and
accounting in the PRC. Mr. Chen has over 10 years of accounting
experience in private companies. He had also been a project manager
for more than 6 years in an accounting firm. Mr. Chen was appointed
as an executive director of the Company on 25 April 2006. He is
currently an independent non-executive director of Citychamp
Dartong Company Limited which is listed on the Shanghai Stock

Exchange.

NON-EXECUTIVE DIRECTOR

Dr. Wong Yu Man, James, aged 54, holds bachelor degrees in
medicine and surgery from the University of Hong Kong. Dr. Wong also
holds a doctoral degree in medicine from Freiburg University in
Germany. He has over 26 years of experience in medical and
healthcare services in Hong Kong. Dr. Wong has been appointed as the

non-executive director of the Company on 20 March 2007.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Ka Wai, Jeanne, aged 43, was appointed as an
independent non-executive director on 1 November 2007. Ms. Wong
has over 20 years of experience in finance, accounting, taxation and
corporate affairs. She is a member of the Institute of Chartered
Accountants in Australia and a Certified Public Accountant of the
Hong Kong Institute of Certified Public Accountants. Ms. Wong holds
a bachelor degree in economics from the University of Sydney,
Australia and she is currently the Chief Financial Officer of Pang &
Associates, a law firm in Hong Kong and the Managing Director of a

private company providing consulting and management services.
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Directors’ and Senior Management's Profiles

EEREREEAERHE

Mr. Hsu William Shiu Foo, aged 57, was appointed as an
independent non-executive director on 2 November 2001. Mr. Hsu is
an Associate Professor at the School of Business at Brigham Young
University, Hawaii. Mr. Hsu has over 15 years’ global business
experience in tourism and related fields in various international
corporations. Mr. Hsu holds a bachelor of arts degree from the
Brigham Young University, Hawaii, a master degree from Cornell
University, New York, in the United States and a doctoral degree in
business administration from the University of Western Sydney in

Australia.

Prof. Yu Chai Mei, aged 52, was appointed as an independent non-
executive director on 2 November 2001. Prof. Yu is a Professor in the
Department of Chemistry and the Director of Studies in Environmental
Science Programme of The Chinese University of Hong Kong. Prof. Yu
possesses extensive knowledge in pollution treatment and
environmental monitoring. Prof. Yu obtained his doctoral degree in

Chemistry at the University of Idaho, in the United States.

SENIOR MANAGEMENT

Dr. Pan Xilong, aged 40, is the Chief Medical Consultant of the
Group. Dr. Pan holds doctoral degrees in medicine and business
administration. Dr. Pan is the Associate Professor in the Beijing Institute
of Public Hygiene. He also serves various posts in the state hygienic

department in the PRC.

Dr. Xu Zhifu, aged 59, is the Director of the hospital management of
the Group. Dr. Xu is in charge of cost control measures and marketing
and business strategies of the Group. He was awarded “The Best
President of Hospital in the PRC” by the Ministry of Health in the PRC.

Dr. Liu Qiang, aged 38, is the Deputy Manager of hospital operations
in the PRC. Dr. Liu has 10 years’ experience in the management of
hospitals and 2 years of teaching experience at overseas universities.
Dr. Liu holds a bachelor degree in medicine and master degree in

business administration from the University of South Australia.
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Mr. Gu Lei, aged 51, is the Chief Marketing and Sales Officer, Mr. Gu
is specialised in marketing strategies for healthcare management. He
has worked as news reporter, editor and advertising operator for
several news media agencies as well as chief officer and general
manager for advertising agencies. Mr. Gu is in charge of designing
corporate structure, implementing information sharing system,

developing marketing strategies for the Group.

Dr. Wang Yong, aged 35, is the Operation Supervisor of the Group.
Dr. Wang Yong obtained his bachelor degree in medicine and a master
degree in business administration. With over five years of work
experience in the healthcare management sector, he has experience in
the establishment and management of two large hospitals in the PRC.
Dr. Wang is in charge of making strategic and operation plans for the

Group's healthcare management services.

Dr. Li Ying Jun, aged 35, is the Deputy General Manager of hospital
management and healthcare services of the Group. Dr. Li obtained his
bachelor degree in medicine from Zhe Jiang University and a master
degree of business administration with focus in hospital management
from Universite’ de Poitiers in France. Dr. Li is responsible for the risk
management, investment strategies and quality control of the hospital

management and healthcare services.

Ms. Chen Ling, aged 36, is the General Manager of the Logistic
Centre of the Group. Ms. Chen obtained her bachelor degree in
Economics from Fudan University in the PRC and master degree of
business administration from La Trobe University in Melbourne,
Australia. Ms. Chen is in charge of the human resource and

administrative functions of the Group.
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Directors’ and Senior Management's Profiles

EEREREEAERHE

Mr. Chan Siu Wing Raymond, aged 43, is the Financial Controller
and Company Secretary of the Group. Mr. Chan is responsible for the
Group’s financial and treasury functions. Mr. Chan is a member of the
Certified Practising Accountant in Australia and also a member of the
Hong Kong Institute of Certified Public Accountants. Mr. Chan has
more than 16 years of experience in handling accounting and company

secretarial functions.

Mr. Lin Xiang, aged 32, is the Chief Financial Officer and is in charge
of the finance and accounting functions of the general hospital and
healthcare and hospital management services in the PRC. Mr. Lin has
worked for a number of enterprises as accounting and finance
managers. Mr. Lin holds a professional diploma in accounting and

finance.
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CORPORATE GOVERNANCE PRACTICES

Subject to the deviations as disclosed in this report, the Company has
complied with all the code provisions on Corporate Governance
Practices as set out in the GEM Listing Rules by establishing formal and
transparent procedures to protect and maximise the interests of

shareholders during the year under review.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of all directors, the directors have
complied with such code of conduct and the required standard of
dealings and its code of conduct regarding securities transactions by

the directors throughout the year ended 31 March 2008.

BOARD OF DIRECTORS AND BOARD MEETING

The Board members for the year ended 31 March 2008 were as

follows:

Executive directors:
Mr. Yung Kwok Leong (Chairman)
Dr. Jiang Tao (Chief Executive Officer)
Mr. Zheng Gang

(Appointed on 1 August 2007)
Ms. Shum Ngai Pan
Mr. Chen Jin Shan
Mr. Weng Jiaxing

(Resigned on 1 August 2007)

Non-executive director:

Dr. Wong Yu Man, James

Independent non-executive directors:
Ms. Wong Ka Wai, Jeanne
(Appointed on 1 November 2007)
Mr. Hsu William Shiu Foo
Prof. Yu Chai Mei
Mr. Chan Francis Ping Kuen
(Resigned on 1 November 2007)
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The Board is currently composed of five executive directors (including
the Chairman), one non-executive director and three independent
non-executive directors with a balance of skills and experience
appropriate for the requirements of the Group. The Board is
responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals
and capital transaction, and other significant operational and financial
matters. Major corporate matters that are specifically delegated by the
Board to the management include the preparation of annual and
interim accounts for the Board approval before public reporting,
execution of business strategies and initiatives adopted by the Board,
implementation of adequate systems of internal controls and risk
management procedures, and compliance with relevant statutory

requirements and rules and regulations.

Details of backgrounds and qualifications of the Chairman of the
Board and the other directors are set out on pages 22 to 26. All
directors have given sufficient time and attention to the affairs of the
Group. Each executive director has sufficient experience to hold the
position as to carry out his or her duties effectively and efficiently. Mr.
Yung Kwok Leong is the Chairman of the Board and an executive
director of the Company. There is no relationship among the members
of the Board.

The Company appointed three independent non-executive directors
who have appropriate and sufficient experience and qualifications to
carry out their duties so as to protect the interests of shareholders. All
of them have been appointed as independent non-executive directors
for a term of one year commencing 1 November 2007 and 10 May
2002 respectively and are subject to retirement by rotation and re-
election at the annual general meeting in accordance with the
Company’s Articles of Association, provided that the appointment may
be terminated by the Company or the independent non-executive
director with a written notice of not less than one month unless both
parties agree otherwise. Every director should be subject to retirement

by rotation at least once every three years.

Pursuant to the requirements of the GEM Listing Rules, the Company
has received written confirmation from each independent non-
executive director of his independence to the Company. Based on such
confirmations of independence, the Company considers all of the

independent non-executive directors to be independent.
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The roles of the Chairman and Chief Executive Officer are segregated FHERITHAER 2B LE 5 WIFBRF—
and are not exercised by the same individual, the chairman is AT EREEBEEEESSHTAQANE
responsible for leading the Board in formulating overall strategies of ~ BE% RS MITHEH B ERNEBMEKLECE
the Company, while the Chief Executive Officer is to manage the e

Group's business operations.

ERETEE UBRRIERE

The Board held a regular board meeting for each quarter to consider Exe8F
and approve the Group’s results announcement. HEE N

Details of the attendance of the meetings of the Board are as follows: EELRESTERIABUOT:

Directors Attendance
= H R
Mr. Yung Kwok Leong (Chairman) 1/4
SETEE (FF)

Dr. Jiang Tao (Chief Executive Officer) 2/4
BEEL (fTEAER)

Mr. Zheng Gang (Appointed on 1 August 2007) 4/4
Ep 8 o A& (RZZEZLFN\A-BEEZE)

Ms. Shum Ngai Pan 0/4
YRR 2t

Mr. Chen Jin Shan 0/4
R & 1L 5 A&

Mr. Weng Jiaxing (Resigned on 1 August 2007) 0/4
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Dr. Wong Yu Man, James 0/4
ITHRE

Ms. Wong Ka Wai, Jeanne (Appointed on 1 November 2007) 3/4
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Mr. Hsu William Shiu Foo 2/4
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Apart from the above regular board meetings of the year, the Board
will meet on other occasions when a board-level decision on a

particular matter is required.

REMUNERATION OF DIRECTORS

The remuneration committee was established on 3 June 2005 in
compliance with the code provision. The chairman of the committee is
Ms. Wong Ka Wai, Jeanne, and other members include Mr. Hsu
William Shiu Foo and Prof. Yu Chai Mei, all of them are the

independent non-executive directors of the Company.

The role and function of the remuneration committee include the
determination of the specific remuneration package of all executive
directors, including benefits in kind, pension rights and compensation
payments, including any compensation payable for loss or termination
of their office or appointment, and making recommendations to the
Board of the remuneration of non-executive directors. The
remuneration committee considers factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
directors, employment conditions elsewhere in the Group and

desirability of performance-based remuneration.

During the year, no meeting was held but resolutions in writing from
the remuneration committee members were passed to consider and
approve the emoluments of the new executive directors and non-

executive director.
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NOMINATION OF DIRECTORS

No nomination committee was established by the Company.

The Board is empowered under the Company’s Bye Laws to appoint
any person as a director either to fill a casual vacancy or, subject to
authorization by the shareholders of the Company in general meeting,
as an additional member of the Board. Qualified candidates will be
proposed to the Board for consideration and the selection criteria are
mainly based on the assessment of their professional qualifications and
experience. The Board selects and recommends candidates for
directorship having regard to the balance of skills and experience

appropriate to the Group’s business.

However, the Board will consider the formation of the nomination

committee as and when appropriate.

AUDITORS’ REMUNERATION

The audit committee of the Company is responsible for considering the
appointment of the external auditors and reviewing any non-audit
functions performed by the external auditors. During the year under
review, the Group is required to pay an aggregate of approximately
HK$0.88 million (2007: HK$0.58 million) to the external auditors for
their services in the Company’s annual audit. In addition, the Company
was required to pay an aggregate of approximately HK$1.15 million to
the external auditors for their works in connection with the hospital
acquisition projects and disposals of the Group’s wholly and

non-wholly owned subsidiaries during the year.
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AUDIT COMMITTEE

The Company established an audit committee on 2 November 2001,
with written terms of reference in compliance with Rules 5.28 to 5.29
of the GEM Listing Rules. The primary duties of the audit committee
are (i) to review the annual reports and accounts, half-year reports,
quarterly reports and give advice and comments thereon to the
directors; and (ii) to review and supervise the financial reporting
process and internal controls. The audit committee comprises three
members, including Ms. Wong Ka Wai, Jeanne, Mr. Hsu William Shiu
Foo and Prof. Yu Chai Mei. All of them are the independent non-
executive directors. The chairman of the audit committee is Ms. Wong

Ka Wai, Jeanne.

The audit committee held four meetings during the year under review.

Details of the attendance of the audit committee meetings are as

BERERES
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W ERAIER LR A% 5.2818F5.291%
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follows:

Members Attendance
o8- xR
Ms. Wong Ka Wai, Jeanne (Appointed on 1 November 2007) 3/4
EmaXt (R—ZFZLFE+—-A—HEZME)

Mr. Hsu William Shiu Foo 2/4
KR FE

Prof. Yu Chai Mei 2/4
RO R X

Mr. Chan Francis Ping Kuen (Resigned on 1 November 2007) 2/4

BRI 4 55 £ (R=ZFZTLF+—A—BEE)

The Group’s unaudited quarterly and interim results and annual
audited results during the year ended 31 March 2008 have been
reviewed by the audit committee, which was of the opinion that the
preparation of such results complied with the applicable accounting
standards and requirements and that adequate disclosure have been

made.
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INTERNAL CONTROL

The Board is responsible for maintaining the Group’s internal control

and for reviewing the effectiveness of these controls. Internal control
systems are designed to meet the particular needs of the Group and

the risk to which it is exposed.

In consideration of the size of the Group, the Board does not consider
to establish an internal audit team at present. However, the key control
procedure established by the Group is a day-to-day supervision of the
business by the executive directors, supported by the managers
responsible for the operation and the key division support functions of
finance, information system and human resources. Key elements of
internal control described below have been in place throughout the

year under review:

- procedures for the approval of capital expenditure and

payments;

- regular financial information provided to management for

reviewing the Group’s performance; and

- clearly defined management structure and lines of responsibility.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The directors are responsible for the preparation of the financial
statements, which give a true and fair view. The auditors are
responsible to form an independent opinion, based on the audit, on
the financial statements prepared by the directors and report the

opinion solely to the shareholders of the Company.
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Report of the Directors

EEZERE

The directors present their annual report and the audited financial

statements of the Group for the year ended 31 March 2008.

DATE OF INCORPORATION
The Company was incorporated and registered as an exempted
company with limited liability in the Cayman Islands on 28 May 2001

under the Companies Law (Revised) of the Cayman Islands.

The shares of the Company were listed on the GEM of the Stock
Exchange on 10 May 2002.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company while its
subsidiaries are principally engaged in the provision of general hospital
and healthcare and hospital management services in the PRC. Details
of the principal activities of its subsidiaries are set out in Note 45 to the

financial statements.

MAJOR CUSTOMERS AND SUPPLIERS
During the year, sales to the Group’s five largest customers accounted
for approximately 17% of the Group’s total sales and sales to the

largest customer included therein amounted to approximately 4%.

The aggregate purchases during the year attributable to the Group’s
five largest suppliers were approximately 45% of the Group’s total
purchases and purchases from the largest supplier included therein

amounted to approximately 25%.

None of the directors, their associates or any shareholder, which to the
knowledge of the directors owned more than 5% of the Company’s
issued share capital, had any interest in the share capital of any of the

five largest customers of the Group.
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RESULTS AND DIVIDENDS
The results of the Group for the year ended 31 March 2008 and the

state of the Company’s and the Group’s affairs as at 31 March 2008 are

set out in the financial statements on pages 51 to 179.

The directors do not recommend the payment of a dividend.

SHARE CAPITAL

Details of the movements in share capital of the Company during the

year are set out in Note 17 to the financial statements.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out on page 115 to 116 and in Note 18
to the financial statements and in the consolidated statement of

changes in equity respectively.

The Company had distributable reserves of approximately HK$295.175
million as at 31 March 2008. Under the Companies Law (Revised)
Chapter 22 of the Cayman Islands, the share premium of the Company
is available for paying distributions or dividends to shareholders subject
to the provisions of its Memorandum and Articles of Association and
provided that immediately following the distribution or dividend the
Company is able to pay its debts as they fall due in the ordinary course
of business. In accordance with the Company’s Articles of Association,
dividends shall be distributed out of the retained profits or other

reserves, including the share premium account, of the Company.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the

Group during the year are set out in Note 6 to the financial statements.
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Report of the Directors
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS
The directors of the Company during the year and up to the date of

this report are:

Executive directors:
Mr. Yung Kwok Leong (Chairman)
Dr. Jiang Tao (Chief Executive Officer)
Mr. Zheng Gang

(Appointed on 1 August 2007)
Ms. Shum Ngai Pan
Mr. Chen Jin Shan
Mr. Weng Jiaxing

(Resigned on 1 August 2007)

Non-executive director:
Dr. Wong Yu Man, James

Independent non-executive directors:
Ms. Wong Ka Wai, Jeanne
(Appointed on 1 November 2007)
Mr. Hsu William Shiu Foo
Prof. Yu Chai Mei
Mr. Chan Francis Ping Kuen
(Resigned on 1 November 2007)

In accordance with Article 87 of the Company’s Articles of Association,
Mr. Hsu William Shiu Foo, the independent non-executive director, will
retire and, being eligible, offers himself for re-election at the

forthcoming annual general meeting.

In accordance with the Article 86 of the Articles of Association, Ms.
Shum Ngai Pan, the executive director and Dr. Wong Yu Man, James,
the non-executive director, will hold office until the conclusion of the
annual general meeting and, being eligible, offer themselves for

re-election.
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Mr. Yung Kwok Leong, the executive director of the Company and
chairman of the Board has signed a letter of appointment with the
Company for a period of one year commencing from 1 February 2007
which will continue thereafter until terminated by either party giving to

the other party not less than one month’s notice in writing.

Dr. Jiang Tao has been appointed as the executive director by way of
letter of appointment with the Company for a period of one year
commencing from 3 January 2007 which will continue thereafter until
terminated by either party giving to the other party not less than one

month’s notice in writing.

Mr. Zheng Gang has been appointed as the executive director by way
of a letter of appointment for a period of one year commencing from 1
August 2007 which will continue thereafter until terminated by either
party giving to the other party not loss than one months notice in

writing.

Ms. Shum Ngai Pan and Mr. Chen Jin Shan have been appointed as
executive directors by way of letters of appointment with the Company
for a period of one year commencing from 25 April 2006 which will
continue thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Dr. Wong Yu Man, James, has been appointed as the non-executive
director by way of a letter of appointment with the Company for a
period of one year commencing from 20 March 2007 which will
continue thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.
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Ms. Wong Ka Wai, Jeanne, an independent non-executive director, has
been appointed by way of a letter of appointment with the Company
for a period of one year commencing from 1 November 2007 which
will continue thereafter until terminated by either party giving to the
other party not less than one month’s notice in writing. All the other
independent non-executive Directors, namely Mr. Hsu William Shiu
Foo and Prof. Yu Chai Mei, have entered into independent non-
executive directors’ contracts with the Company for a term of one year
commencing from 22 April 2002 and will continue thereafter until
terminated by either party giving to the other party not less than one

month’s notice in writing.

Save as disclosed above, none of the directors proposed for re-election
at the forthcoming annual general meeting has any 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.
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

Disclosure of Interests

(a) Directors’ interests and short positions in the

securities of the Company and its associated

corporations

As at 31 March 2008, the interests and short positions of the
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directors and chief executive of the Company in the shares, EEZ

underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were recorded

in the register required to be kept by the Company under Section

T A B AR R B s H (] A B
FE(EERBARBERA ([FH R
HAE RO ) EXVER) 2 Ik B (&
BEREFTHEEREZFRAERMNE

3521 B AR R RIARTE 2 E LM sk

352 of the SFO, or otherwise notified to the Company and the BIERIZEIR EM R BIFE5.46E5.671KFT

Stock Exchange pursuant to the required standards of dealings

by directors of the Company as referred to in Rules 5.46 to 5.67

of the GEM Listing Rules, were as follows:

MARRERETEEZRERERA
EARRAE MRz s FORA T

(i) Interests in shares: (i) RO
Approximate
percentage
Nature Number of the total
Name of director of interest of shares Position issued shares
- &
B EEz
EENS EEME BOEE B BB
Mr. Yung Kwok Leong Corporate interest 375,746,000 Long 20.90%

(Note)

SEmEE NEERE (M) 375,746,000 A 20.90%
Personal interest 6,187,500 Long 0.34%
(EPN = 6,187,500 A 0.34%
Ms. Shum Ngai Pan Personal interest 5,400,000 Long 0.30%
TEFROE 2 & A # 22 5,400,000 S} 0.30%
Mr. Zheng Gang Personal interest 3,600,000 Long 0.20%
5 5 5 A (EPN- ¥ 3,600,000 HE 0.20%
ZEBRBEEBERD T
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Note: These shares are held through Easeglory Holdings Limited, a

company incorporated in the British Virgin Islands with limited

liability, the entire issued share capital of which is owned by Mr.

Yung Kwok Leong.

(ii) Interests in share options:

B AT

WERNDDEBSEZERERAR
BHAERRRARNRBEXES T
MRZzBERAR EE2HEET
BABFESTKEESR -

(i) BREEZ:

Number of
Exercise share options
Name of director Exercise period price granted Position
= &
ExnR TS THEE <ZEREHE B
Mr. Yung Kwok Leong 13 July 2006 to 12 July 2016 HK$0.627 3,242,085 Long
SEz KL —EERFELAT=H 0.6277% 7T 3,242,085 R
E_E-RFtLtA+ZH
21 March 2007 to 20 March 2017 HK$0.51 5,800,000 Long
—EEH+F=RA=-+—H 0.518 7T 5,800,000 &
E_E—+tF=RA=-+H
Ms. Shum Ngai Pan 13 July 2006 to 12 July 2016 HK$0.627 3,705,240 Long
YL 2+ —EERFLAT=H 0.627# 7T 3,705,240  #FE
E-E-RFtLtA+ZH
21 March 2007 to 20 March 2017 HK$0.51 7,100,000 Long
—EEF=A=+—H 0.51# 7T 7,100,000  #FE
E-F—+F=A=+H
Mr. Chen Jin Shan 13 July 2006 to 12 July 2016 HK$0.627 6,881,160 Long
Rkt —EERFLAT=H 0.627# 7T 6,881,160 &
E-E-RFtLtA+ZH
21 March 2007 to 20 March 2017 HK$0.51 3,900,000 Long
—EEF=A=+—H 0.51# 7T 3,900,000  #FE
E-F—+F=A=+H
Dr. Jiang Tao 13 July 2006 to 12 July 2016 HK$0.627 6,881,160 Long
BEEL —ZEERFLAT=H 0.627# 7T 6,881,160 &
E-E-RFtLtA+ZH
21 March 2007 to 20 March 2017 HK$0.51 3,900,000 Long
—EEF=A=+—H 0.51# 7T 3,900,000  #FE
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Save as disclosed above, as at 31 March 2008, none of the

directors nor the chief executive of the Company had any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept by the Company under Section 352
of the SFO, or otherwise notified to the Company and the Stock
Exchange pursuant to Rule 5.46 to 5.67 of the GEM Listing

Rules.

Substantial shareholders’ interests and short positions in
shares and underlying shares

As at 31 March 2008, other than the interests of a director or chief
executive of the Company as disclosed under the heading “Directors’
and chief executive’s interests in shares, underlying shares and
debentures” above, the interests and short positions of persons in the
shares and underlying shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of the

SFO were as follows:
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Long positions in shares of the Company: EARRGBZEFR:
Approximate
percentage
Number of of the total
Name of shareholder shares Position Capacity issued shares
HERTROEAH
BRERB B EE B 5% ZHAES T
Easeglory Holdings Limited (Note 1) 375,746,000 Long Beneficial owner 20.90%
SRERBBR AR (1) 375,746,000 5] En#lEA 20.90%
Ms. Yung Muk Ying (Note 1) 390,975,585 Long Interest of spouse 21.74%
SAREZ L (MFETD 390,975,585 e B 48 # 22 21.74%
Mr. Lau Kam Shui (Note 2) 264,070,000 Long Beneficial owner 14.69%
ek (Mik2) 264,070,000 TFE BEmEAA 14.69%
Ms. Lau Yuk Lan (Note 2) 264,070,000 Long Interest of spouse 14.69%
B EWzL (HsE2) 264,070,000 S B 48 7 = 14.69%
EHEFEEARAT
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Notes: 1. The issued share capital of Easeglory Holdings Limited is 100% beneficially

owned by Mr. Yung Kwok Leong, an executive director and Chairman of
the Company. Ms. Yung Muk Ying is deemed to be interested in
375,746,000 shares held by Easeglory Holdings Limited and 6,187,500
shares and 9,042,085 underlying shares beneficially held by Mr. Yung
Kwok Leong in personal capacity by virtue of her being the spouse of Mr.
Yung Kwok Leong.

2. Mr. Lau Kam Shui is interested in 264,070,000 shares, being the aggregate
of the consideration shares and the conversion shares under the SFO. Ms.
Lau Yuk Lan is deemed to be interested in 264,070,000 shares by virtue of

her being the spouse of Mr. Lau Kam Shui.

Save as disclosed above, as at 31 March 2008, the directors of the
Company were not aware of any other person (other than the directors
and chief executive of the Company) who had interests or short
positions in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company under
Section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SECURITIES

Apart from as disclosed under the heading “Directors’ and chief
executive’s interests in shares, underlying shares and debentures”
above, at no time since incorporation of the Company were rights to
acquire benefits by means of the acquisition of shares in or debentures
of the Company or of any other body corporate granted to any
directors or their respective spouse or children under 18 years of age,
or were any such rights exercised by them; or was the Company, its
holding company or any of its subsidiaries a party to any arrangement
to enable the directors, their respective spouse or children under 18

years of age to acquire such rights in any other body corporate.

Hua Xia Healthcare Holdings Limited
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SHARE OPTION SCHEMES
As at 31 March 2008, there were 150,042,907 outstanding share
options, of which, 1,368,822 and 148,674,085 share options were

granted pursuant to the respective Pre-IPO Share Option Scheme and
Post-IPO Share Option Scheme. Details of the outstanding share

options as at 31 March 2008 were as follows:

(i) Pre-IPO scheme
As at 31 March 2008, there were 1,368,822 outstanding share
options pursuant to the Pre-IPO Scheme adopted on 20 April
2002. A breakdown setting out the number of outstanding share
options and their respective exercise price, both of which have
been adjusted as a result of the share consolidation, the rights
issue and open offer, and their respective exercise period under

the Pre-IPO Scheme was as follows:
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Number of

share options

Categories of grantees Exercise period Exercise price outstanding
CE R

AR ANER TR TEE BREHE
Former employee and 25 April 2002 to 24 April 2012 HK$0.409 1,368,822

advisor of the Company
KRR A E B KB —EE_FPUA-_+AHAH 0.4097% 7T 1,368,822
EF_T-—_FMA=-+MA
FERBEEERAA
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Post-IPO share option scheme

On 12 July, 24 July 2006 and 21 March 2007 respectively, the
Company passed Board resolutions pursuant to the Post-IPO
Scheme adopted on 20 April 2002 to grant a total of
148,674,085 share options to directors, consultants and
employees of the Group. It was resolved that share options be
offered to the Directors, consultants and employees at the
subscription price of HK$0.83, HK$0.82 and HK$0.51 per share
respectively with a 10 year exercise period each commencing
from 13 July, 24 July 2006 and 21 March 2007 respectively. The
exercise prices of the share options granted on 13 July and 24
July 2006 had been adjusted to HK$0.62 and HK$0.627
respectively as a result of the open offer become unconditional
on 12 February 2007. As at 31 March 2008, a breakdown setting
out the number of share options outstanding, their respective

exercise price and exercise period was as follows:

Categories of grantees Exercise period

(i)

BIX F TRERBRES

RZZEZERFELA+ZBRERZ +E
HARZZZLF=A=+—H &R

DRRBREEY ﬁ%;:mﬁnggz
FOMA-Z+THERMzBERARAEE RS
%JWKEIE$J@W&EA&ﬁDA
148,674,0851) fE AR # - N A Rl R M &
é?@ﬁ&ﬁA%%Z%k%Zt% f#
EH R A&0.83870-0.82/8 L K051 T
MmiTEHBHE DA TEENFLA+=
ARtEtAZ+WHAUR=ZZEZTLF=H
—t+—HEB SABRIOF AR AHEE
RZZET+HF A+ _BRAEKH B
R -_EERFLA+=KtA -+
HRHZBREZTEEEDRAER
0628 T R0.627TETL - N _TEZNF=
A=+—B #WRTEZEREHE H
ERZTEERTEBES W T:

Number of
share options

Exercise price outstanding

& R AT E
AR AR TEHR TEE ZHEREHE
Directors
)
Mr. Yung Kwok Leong 13 July 2006 to 12 July 2016 HK$0.627 3,242,085
SE =LA —EEXFLA+=H 0.6277% 7T 3,242,085
E-T—RFLA+_-H
21 March 2007 to 20 March 2017 HK$0.51 5,800,000
—EE+F=A=-+—H 0.51% 7T 5,800,000
—+FE=/A=+H
Ms. Shum Ngai Pan 13 July 2006 to 12 July 2016 HK$0.627 3,705,240
IR R —EEXFLA+=H 0.6277 7T 3,705,240
2Tt A+=H
21 March 2007 to 20 March 2017 HK$0.51 7,100,000
—EE+F=ZA=-1+—H 0.517%& 7T 7,100,000

E-F—+tF=ZA=-+H

Hua Xia Healthcare Holdings Limited

Annual Report 2007/2008



Categories of grantees

Exercise period

Exercise price
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Number of

share options

outstanding

CER:d
AEANER TR TEE ZEREHE
Mr. Chen Jin Shan 13 July 2006 to 12 July 2016 HK$0.627 6,881,160
BR & 1L 5 & —EEXRFLA+T=AR 0.6277 7T 6,881,160
EZF-R"FtA+=H
21 March 2007 to 20 March 2017 HK$0.51 3,900,000
—TELHF=-A=-+—8 0.517% 7T 3,900,000
E-T—+HF=-A=+H
Dr. Jiang Tao 13 July 2006 to 12 July 2016 HK$0.627 6,881,160
BEEt —EERFEAT=H 0.6277 7T 6,881,160
:I:— 7 /\ﬂz‘tﬂ + E'
21 March 2007 to 20 March 2017 HK$0.51 3,900,000
—ET+HE=A=-+—H 0.517% 7T 3,900,000
E-ZT—+F=-A=+H
Employees and 13 July 2006 to 12 July 2016 HK$0.627 18,989,355
consultants of —EERF+A+=H 0.6277 JT 18,989,355
the Group E_T-XF¥LA+TZH
AEEEEREM 24 July 2006 to 23 July 2016 HK$0.62 16,475,085
—EERFEtAZTMA 0.627& 7T 16,475,085
?:— = /\Eﬁ’tﬁ + E|
21 March 2007 to 20 March 2017 HK$0.51 71,800,000
—ET+F=A=+—H 0.517% 7T 71,800,000
E-FT—+HF=H=+H
Total # 5t 148,674,085
ZEEBBAESEEARAA
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DIRECTORS’ INTERESTS IN CONTRACTS

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

end of the year or at any time during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

During the year, the Company had purchased 6,480,000 shares of the
Company on the Stock Exchange to enhance the net asset per share.
All the relevant share certificates in respect of the repurchases have
been duly cancelled and destroyed by the Company’s Hong Kong
Branch Share Registrar and Transfer Office on 8 January and 15 January

2008 respectively .

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing

shareholders.

DONATIONS

The Company donated RMBO.6 million to Peking University’s Faculty of
Medicine on 14 January 2008 for the purpose of establishing a joint
medical fund between the university and the Company for offering
outstanding professionals in medical achievements with prizes and

awards.

FIVE YEAR FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and minority
interests of the Group for the last five financial years, as extracted from
the audited financial statements and restated as appropriate, is set out
on page 180. This summary does not form part of the audited financial

statements.
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COMPETING INTERESTS

None of the directors and management shareholders (as defined in the
GEM Listing Rules), and their respective associates had any interest in
business which competes or may compete with the business of the
Group, or have or may have any other conflicts of interest with the

Group pursuant to the GEM Listing Rules.

AUDITORS

The financial statements of the Company for the year ended 31 March
2008 were audited by HLB Hodgson Impey Cheng who will retire at the
forthcoming Annual General Meeting and being eligible, offer

themselves for reappointment.

On Behalf of the Board

Yung Kwok Leong

Chairman

Hong Kong, 26 June 2008
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Independent Auditors’ Report
B % BED ¥R

B #F & 3 @5 ¥ % #

Hodgson Impey Cheng

HLB

Chartered Accountants
Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
HUA XIA HEALTHCARE HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Hua Xia
Healthcare Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 51 to 179,
which comprise the consolidated and company balance sheets as at 31
March 2008, and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant

accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the

circumstances.
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AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated

financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and true and fair
presentation of the consolidated financial statements in order to
design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the

overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

Independent Auditors’ Report
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Independent Auditors’ Report
B % BED ¥R

OPINION

In our opinion, the consolidated financial statements give a true and

fair view of the state of affairs of the Company and of the Group as at
31 March 2008 and of the Group’s loss and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the

disclosure requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants

Certified Public Accountants

Hong Kong, 26 June 2008

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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Consolidated Balance Sheet

GAREEAEBR

At 31 March 2008 —_EZ \&F=A=+—H

2008 2007
—EENE —ETLF
Notes HK$’000 HK$'000
B 5E FHxT F%& T
ASSETS BE
Non-current assets IREBEE
Property, plant and equipment ME BERRE 6 31,418 14,654
Prepaid lease payments TR L KA 7 26,880 =
Interest in associates REEE N A 2 R 8 = =
Available-for-sale investments AEHERE 9 - 143
Goodwill RS 11 309,576 47,372
367,874 62,169
Current assets REBEE
Inventories FE 14 2,621 3,897
Trade and other receivables Z 5 K E bW FRIE
and deposits Riz® 15 140,819 77,104
Derivative financial instruments TEemM T A 16 514 =
Amount due from an associate JEfTEE & N R) 2 FUA 8 2,999 =
Pledged bank deposits BHEIFRITER 35 5,212 5,048
Cash and bank balances Be NIRRT 10 78,134 24,758
230,299 110,807
Total assets EEHAE 598,173 172,976
EQUITY: BRA:
Capital and reserves attributable KATRREER A
to the Company’s equity holders BEERR#E
Share capital i 17 89,902 54,105
Reserves 1 387,900 77,201
477,802 131,306
Minority interests PR RER 26,682 3,421
Total equity B 504,484 134,727
SEEREEERAT

£ $%2007/2008
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Consolidated Balance Sheet
mEeEBEEBREXR

At 31 March 2008 —_EZEN\F=A=+—H

2008 2007
—EENE —EELHF
Notes HK$’000 HK$'000
B 5E FHxT F%& T
LIABILITIES 8&
Current liabilities REBEE
Trade and other payables B 5 & EH b & 5 kIR 19 47,323 12,338
Obligations under finance leases BEMRLNAE - —FRNIH
due within one year 20 - 297
Amounts due to directors BT EERIE 21 = 736
Amount due to minority shareholders &1 D Z A% R 2 Z A 21 11,913 15,323
Secured short-term bank loan BERBEHRITER 22 = 6,000
Convertible notes A # f% E % 23(a) 2,388 =
Tax payable JFE 7R 18 510 1,227
62,134 35,921
Long-term liabilities REEE
Convertible notes A #f% E % 23(b) 31,374 2,328
Deferred taxation IR A 75 18 38 181 =
31,555 2,328
Total liabilities EEAHE 93,689 38,249
Total equity and liabilities ExRkEEHERE 598,173 172,976
Net current assets RBEEFE 168,165 74,886
Total assets less current liabilities ZEEZBRABERE 536,039 137,055

Approved by the Board of Directors on 26 June 2008 and signed on its RZZEENFAAZ T "BEHESSHAE I

behalf by: HTIIEERKEE:
Yung Kwok Leong Jiang Tao

Director Director

EF BEF

The accompanying notes form an integral part of these consolidated BEM T Rt SR EMBmKR—& D

financial statements.

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008



Balance Sheet

EEREX

At 31 March 2008 —_EZ \&F=A=+—H

2008 2007
—EENF —EELHF
Notes HK$’000 HK$'000
B 5 TE T T T
ASSETS BE
Non-current assets IRBEE
Interests in subsidiaries KRB AR Z DR 13 259,739 4,280
Current assets REBEE
Prepayment, deposits and ENRE ZER
other receivables H h pE UL 3k IR 15 26,979 250
Derivative financial instruments PTELmM T A 16 514 =
Cash and bank balances Be NIRRT 63,248 7,644
Amounts due from subsidiaries A NGIE S| 13 140,735 104,442
231,476 112,336
Total assets EE#E 491,215 116,616
Equity: |
Capital and reserves attributable KABREEFER A
to the Company’s equity holders EBERARRE
Share capital g AR 17 89,902 54,105
Reserves & 1 18 325,978 54,033
Total equity ERHAE 415,880 108,138
LIABILITIES 8&
Current liabilities REBEE
Accruals and other payables FE T 5IA & B fth & 5 5k IA 1,240 912
Financial guarantee contracts B ERE L 1,074 4,280
Convertible notes AR EiE 23(a) 2,388 =
Amounts due to subsidiaries AN ENGIE ] 13 39,078 958
43,780 6,150
Long-term liabilities RUEE
Convertible notes AR EE 23(b) 31,374 2,328
Deferred taxation IR I F7 18 38 181 =
31,555 2,328
Total liabilities EEAHE 75,335 8,478
Total equity and liabilities EzREEBRHE 491,215 116,616
Net current assets REBEEFHE 187,696 106,186
Total assets less current liabilities ZEEZBRABE®E 447,435 110,466
Approved by the Board of Directors on 26 June 2008 and signed on its N-EENENA-_t+NEBEHESFTo £ I

behalf by:

Yung Kwok Leong
SE=
Director

EF

The accompanying notes form an integral part of these consolidated

financial statements.

Jiang Tao
e
Director

EF

BTIEERREE:

BEMMESLESEAMBHRER 8-

EEBREEARLA

£ $%2007/2008



Consolidated Income Statement

For the year ended 31 March 2008 # %= —

PRN\F=A=+—BILEE

2008 2007
—EEN\F T LF
Notes HK$’000 HK$'000
B 5 FH&xT F& T
Continuing operations HEREXER
Turnover I 25 114,165 33,697
Cost of sales 8 B AR (39,574) (3,373)
Gross profit £ F 74,591 30,324
Other revenue H b g =5 25 3,351 498
Other income BN 27 6,901 =
Selling and distribution expenses HERDIHER (5.692) (408)
Administrative expenses TER X (35,602) (19,524)
Impairment loss on goodwill HEREEE (30,318) =
Loss on disposal of subsidiaries HENB AR ZEIE 37(0) (14,580) =
Provision for impairment on trade B 5 Rk E b fEY FRIE
and other receivables DEREREE - (67)
(Loss)/Profit from operations W (EB) EF 27 (1,349) 10,823
Finance costs 51 7% & A 30 (3,405) (909)
(Loss)/Profit before taxation BFiaT (B518) i F (4,754) 9,914
Taxation Bi1E 31 (6,176) (1,227)
(Loss)/Profit for the year from KEFELEERZ
continuing operations REE (BE) & F (10,930) 8,687
Discontinued operations ERIEEEER
Profit/(Loss) for the year from REEERIEKEEBL 2
discontinued operations SR (E5E) 26 3,157 (1,818)
(Loss)/Profit for the year REE (F8) sl (7,773) 6,869
Attributable to: FE(h
Equity holders of the Company NN SR N (17,891) 5,981
Minority interests LERRER 10,118 888
(7,773) 6,869
Dividends s 34 = -

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008




Consolidated Income Statement
mEBEER

For the year ended 31 March 2008 # = —

PRN\F=A=+—BILEE

2008 2007
—BENF e
Notes HK$'000 HK$'000
Bt 5 FHEx FE T
(Loss)/Earnings per share for REEARAQNRBRAFEE A
(loss)/profit attributable to the FELG (B538) /%A 2
equity holders of the Company BR (BB /&BF
during the year
From continuing and discontinued REFENDKRIEEE XS
operations
— basic —HE K 33 HK(1.06) cents 3 1l HK0.93 cents &1l
— diluted — 8 33 HK(1.06) cents 75 L HKO0.71 cents 7 il
From continuing operations RERFBEEEED
— basic —HE K 33 HK(1.24) cents 31l HK1.22 cents /&1l
— diluted — 8 33 HK(1.24) cents L HK0.91 cents 7 il

The accompanying notes form an integral part of these consolidated

financial statements.
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Consolidated Statement of Changes in Equity

At 31 March 2008 —_EZEN\F=A=+—H

GEeERESBR

Attributable to the equity holders of the Company

ERARKERARLR
Statutory
Share-based ~ Convertible enterprise
Share Translation payment notes  expansion  Statutory Accumulated Minority Total
capital reserve re/{serv; reserves fund reserve losses interests equity
Y3
AE@Y g EERE LY
BA EXGE AREE REEGE BRES iERE ZiHER  RREE  BRAER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TERL TERL TERL TARL TERL TEARL TARL THAL
(Note (b))
(W& (b))
Total equity at 1 April 2006 RZZERE
MA—HZ
RE4E 17,247 453 13 499 37 37 (51,103) 36 31,018
Exchange difference on BERNEBAA
translation of financial BRBRELZ
statements of ERZR
overseas subsidiaries - 1,154 - - - - - - 1,154
Net income recognised
directly in equity - 1,154 - - - - - - 1,154
Profit for the year FEE ﬂ - - - - - - 5,981 888 6,869
Total income for the year ERBALE - 1,154 - - - - 5,981 888 8,023
Issue of shares BRA 2,076 - - - - - - - 105,302
Rights issues i 8,623 - - - - - - = 10,348
Issuing expenses BAAX - - - - - - - - (2,753)
Share-based payment expenses W3 BEREZ
MRZBEX = = 5,000 = = = - - 5,000
Exercise of share options EERE 212 - - - - - - - 383
Transfer to share premium il E fRIER
upon exercise of share option N mf’i - - (113) - - - - - -
Conversion of convertible notes & #7 Wx = 3917 - - (30) - - - - 14,652
Issue of warrants EaRRES - - - - - - - - 2,068
Issuing expenses of warrants ARER %ﬂFM - - - - - - - - (231)
Special reserve arise on e T% REEE
acquisition of a subsidiary 25 /”]‘H?n‘fi% - - - - - = = = (41,580)
Increase in minority interest KEHELAEH
resulting from acquisition of LER %E
a subsidiary E = - - - - - - 2491 2,497
Transfer to reserve A - - - - 12 12 (224) - -
Total equity at 31 March 2007
and 1 April 2007
54,105 1,607 5,000 69 149 149 (45,346) 3421 134,727
Exchange difference on BERNEBAA
translation of financial BRBRELZ
statements of ERZR
overseas subsidiaries - 10,050 - - - - - - 10,050
Net income recognised EREER
directly in equity ZWAF - 10,050 - - - - - - 10,050
Loss for the year EEEE - - - - - - (17,891) 10,118 (1773)
Total income for the year FRMAEE - 10,050 - - - - (17,891) 10,118 2271
Issue of shares 21k 35,746 - - - - - - - 313,832
Issuing expenses BOAX - - - - - - - - (7,840)
Exercise of share options R E 375 - - - - - - - 3805
Transfer to share premumupon TR ARIER
exercise of share options BARMERE - - (288) - - - - - -
Equity component of TAREEY
convertibles notes Bads = - - 25,125 - - - - 25,125
Special reserve arise on WERBAREE
acquisition of a subsidiaries 2Kl 1% = - - - - - - - 31910
Increase in minority interest WEHEL
resulting from acquisition of %lﬁxﬁ
subsidiaries - - - - - - - 13,143 13,143
Warrant reserve transferred to ?Z’)F,"z% ?‘J Bz
accumulated losses upon EAZHBRZ
expiry of warrants AREEERE - - - - - - 1837 = =
Release upon disposal of subsidiaries 7 ﬁ EMBARK
= (10,196) = - (149) (149) - - (10,494)
Cancellation on repurchase of shares %@ Zz?iﬁﬁx (324) - - - - - - - (1,520)
Deferred taxation arising from TATARER
issue of convertible notes EXZERHE - - - (501) - - - - (501)
Lapsed of share option BREXN - - (54) - - = 54 = =
Transfer to reserve EVN-{ ] - - - - - 753 (753) B B
Total equity at 31 March 2008 —%2%] \ﬁ
Bz
89,902 1,461 4,658 24,693 - 753 (62,099) 26,682 504,484

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008




Notes:

(a)

The special reserve amounting to approximately HK$2,935,000 of the Group
represents the difference between the nominal amount of the shares issued by the
Company and the aggregate amount of the share capital of a subsidiary acquired
pursuant to a group reorganisation in 2001.

The decrease in special reserve amounting to approximately HK$41,580,000 of the
Group represents the difference between the fair value and the contracted value of
the consideration shares paid for acquisition of subsidiaries during the year ended
31 March 2007 (Note 36).

The increase in special reserve amounting to approximately HK$31,910,000 of the
Group represents the difference between the fair value and the contracted value of
the consideration shares paid for acquisition of subsidiaries during the year 31
March 2008 (Note 36).

As stipulated by the relevant PRC laws and regulations, the subsidiaries of the
Company established in the PRC shall set aside 10% of its net profit after taxation
for the statutory surplus reserve fund (except where the reserve balance has
reached 50% of the subsidiaries’ paid-up capital). The reserve fund can only be
used, upon approval by the board of directors and by the relevant authority, to
offset accumulated losses or increase capital.

On 18 May 2006, the Company entered into conditional warrant placing
agreements with two independent third parties, Triumph Sky Finance Limited and
Happy Woodstock Limited, to issue 103,414,000 warrants at a price of HK$0.02
per warrant for cash consideration by way of a private placement. Each warrant
entitles the holder to subscribe for one ordinary share of the Company at an initial
subscription price of HK$0.62 (subject to adjustment) from the date of issue to 4
December 2007. Any ordinary shares falling to be issued upon the exercise of the
subscription right to the warrants will rank pari passu in all respects with the
existing fully paid ordinary shares in issue of the Company on the relevant
subscription date. All warrants were expired during the year ended 31 March
2008.

The accompanying notes form an integral part of these consolidated

financial statements.

Consolidated Statement of Changes in Equity

GeERSHR

At 31 March 2008 —_EZ \&F=A=+—H
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Consolidated Cash Flow Statement

MERETMEBR

For the year ended 31 March 2008 HZ =TT N\F=A=+—HILFE

2008 2007
—EENF —EELF
Notes HK$'000 HK$'000
B 5 FET T T
CASH FLOWS FROM OPERATING RHEXKE s HRERE
ACTIVITIES
(Loss)/Profit before taxation BRBLAT (B5E) & A (1,589) 8,096
Adjustments for: FHEEIEE
Interest income B WA (2,642) (503)
Interest expenses F 2 X 3,465 949
Impairment loss on goodwill REREEE 30,318 1,893
Amortisation of prepaid TE 5 T & FRIE B 5
lease payments 727 -
Depreciation of property, plant ME -BERRETE
and equipment 6,329 2,262
Loss on disposal of property, plant LEWHE HEX
and equipment % 1 B 1B 580 317
Impairment loss on property, plant Y HWEREZHEZ
and equipment 1B B 18 - 23
Gain on disposal of subsidiaries SN B AR 2 s (4,634) =
Loss on disposal of subsidiaries HEWB AR ZES 14,580 =
Provision for impairment of trade B 5 & H b fE YR
and other receivables BB B = 67
Provision for obsolete inventories PRE T S5 592 66
Reversal of trade and other payables & 5 K& H b f& {5 3018 8% [o] (142) =
Derecognition of derivative financial ~EUHMERITAE ST A
instruments 188 =
Share-based payment expenses ARG AEER MR ZEAX - 5,000
Operating cash inflows before EEEEHALERERA
movements in working capital 47,772 18,170
Increase/(decrease) in inventories FEE®EMm Cad) 2,188 (713)
Increase in trade and B 5 Rk E A EWKRIE R
other receivables and deposits % & 12 0 (92,044) (21,276)
Increase in amount due from JiE U Bt 25 8 =) SR TE N
an associate (2,999) =
Decrease/(increase) in trade and BSREAMENKERD, 7 (EN)
other payables (28,876) 1,233
Decrease in amount due to FE {5 D B 25 IR R R IE R
minority shareholders (3,410) -
(Decrease)/increase in amounts due  JENEE I (R4 ) &N
to directors (736) 81
Net cash used in operations FEMAREFERA (78,105) (2,505)
Overseas tax paid BTG SNR IE (7,221) (581)
Hong Kong Profits Tax paid ENEBNEB = 13
Net cash used in operating activities &K< 2 EFTHRE & /F5E (85,326) (3,073)
CASH FLOWS FROM INVESTING RETHZHERE
ACTIVITIES
Interest received 2 F B 2,642 503
Purchase of property, plant BEWE - BEREME
and equipment (11,858) (1,620)
Proceeds from disposal of property, ~ HEW¥ -BE Kk R
plant and equipment Fr 1S 5k 38 = 322
Net cash outflow from acquisition of WM B AR Z2E &
subsidiaries o F R (68,444) (19,917)
Net cash inflow from disposal of HEMBARZRE R AFE
subsidiaries 12,215 -
Increase in pledged bank deposits R IRITFE L M (164) (4,955)
Net cash used in investing activities ~ B /EBNFTAIR € /F 58 (65,609) (25,667)

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008




Consolidated Cash Flow Statement

MERETMEBR

For the year ended 31 March 2008 H#Z =TT N\F=A=+—HIFE

2008 2007
—ZEENE —ETEF
Notes HK$'000 HK$'000
Bt & FER T T
CASH FLOWS FROM FINANCING METHZ2RAERE
ACTIVITIES
Interest paid B F A (1,121) (732)
Proceeds from issue of shares BT P15 2E 218,884 28,442
Issue costs of shares AT 19 BK A (7,840) (2,753)
Proceeds from right issue A% BT 15 5118 = 10,348
Proceeds from exercise of share options 17 {8 B % #& F7 15 3818 3,825 383
Payment for repurchase of shares 8 B B D k3B (1,520) =
Proceeds from issue of warrants BIRBREZMGRIE = 2,068
Issue costs of warrants RIREFEBITHA = (231)
Repayment of promissory notes BEALERE (12,097) =
Repayment of finance leases BEMERD (297) (111)
New short-term bank loans FREBIRITE - 6,000
Repayment of short-term bank loan ~ EEEHIRETE R (6,000) =
Net cash generated from BEEBMSIH S FR
financing activities 193,834 43,414
Net increase in cash and ReRBEEEEREMEHE
cash equivalents 42,899 14,674
Cash and cash equivalents FOzEeRESEEER
at the beginning of the year 24,758 8,992
Effect of foreign currency INEBIEREE) 2 o8
exchange rate changes 10,477 1,092
Cash and cash equivalents FRZESRASEEER
at the end of the year 78,134 24,758
Analysis of the balances of BeREASEEBEEESIN
cash and cash equivalents
Cash and bank balances & RRITHEH 78,134 24,758
The accompanying notes form an integral part of these consolidated BEM T Rt SR EMBmKR—& D
financial statements.
EERFEEERAR
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Notes to the Financial Statements

B 75 Ak By &

31 March 2008 —ZTZN\F=A=+—H

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands on 28
May 2001 as an exempted company with limited liability. The
shares of the Company are listed on the Growth Enterprise
Market (“GEM") of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The registered office of the Company is
Cricket Square, Hutchins Drive, P.O. Box 2681 GT George Town,
Grand Cayman, KY1-1111, Cayman Islands. The principal place
of business of the Company in Hong Kong is located at Room
1902, 19/F,, Sing Pao Building, No. 101 King’s Road, North Point,
Hong Kong.

The consolidated financial statements are presented in Hong

Kong dollars, which is the functional currency of the Company.

The Company acts as in investment holding company while its
subsidiaries are principally engaged in the provision of general
hospital services and healthcare and hospital management
services in the PRC. In addition, it was engaged in the
manufacture and sales of environmental protection products as
well as provision of related services, manufacture and sales of

melamine and its related products during the year.

NEEH
ARABRR_ZEZE-—FHEA-_TN\BHER
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1902= -
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied, for the first time, the
following new standard, amendment and interpretations (“new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), which are effective for the Group’s
financial year beginning 1 January 2007.

HKAS 1 (Amendment) Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC) — Int 7 Applying the Restatement Approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies

HK(IFRIC) — Int 8 Scope of HKFRS 2

HK(IFRIC) — Int 9 Reassessment of Embedded

Derivatives
HK(IFRIC) = Int 10 Interim Financial Reporting and
Impairment
HK(IFRIC) — Int 11 HKFRS 2: Group and Treasury Share
Transactions

The adoption of the new HKFRSs had no material effect on how
the results and financial position for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

The Group has applied the disclosure requirements under
HKAS 1 (Amendment) and HKFRS 7 retrospectively. Certain
information presented in prior year under the requirements of
HKAS 32 has been removed and the relevant comparative
information based on the requirements of HKAS 1 (Amendment)
and HKFRS 7 has been presented for the first time in the current

year.

2.

Notes to the Financial Statements

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs"”) — continued

The Group has not early applied the following new and revised

standards or interpretations that have been issued but are not yet

effective.

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8

HK(IFRIC)-Int 12

HK(IFRIC)-Int 13

HK(IFRIC)-Int 14

Presentation of Financial Statements’

Borrowing Costs’

Consolidated and Separate Financial

Statements?

Share-based Payment’

Business Combination?

Operating Segments’

Service Concession Arranagements?

Customer Loyalty Programmes’

HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum Funding
Requirements and their

Interaction?

g Effective for annual periods beginning on or after 1 January 2009

2 Effective for annual periods beginning on or after 1 January 2008
2 Effective for annual periods beginning on or after 1 July 2008
& Effective for annual periods beginning on or after 1 July 2009

The directors of the Company anticipate that the application of

these standards or interpretations will have no material impact

on the results and the financial position of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public
Accountants. In addition, the consolidated financial statements
include applicable disclosure provisions of the GEM Listing Rules
of the Stock Exchange and by the Hong Kong Companies

Ordinance.

A summary of significant accounting policies followed by the
Group and the Company in the preparation of the financial

statements is set out below:

Basis of preparation

The measured basis used in the preparation of the financial
statements is historical cost convention and modified the
revaluation of available-for-sale financial assets, which are

carried at fair value.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and all its subsidiaries for the year
ended 31 March 2008. Control is achieved where the Company
has the power to govern the financial and operating policies of

an entity so as to obtain benefits from its activities.

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

disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into

line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are

eliminated on consolidation.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured at the
aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments
issued by the Group in exchange for control of the acquiree, plus
any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities
that meet the conditions for recognition under HKFRS 3 Business
Combinations are recognised at their fair values at the
acquisition date, except for non-current assets (or disposal
groups) that are classified as held for sale in accordance with
HKFRS 5 Non-current Assets Held for Sale and Discontinued
Operations, which are recognised and measured at fair value less

costs to sell.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group’s interest in the net
fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business
combination, the excess is recognised immediately in the income

statement.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value of the

assets, liabilities and contingent liabilities recognised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Goodwill

Goodwill arising on acquisitions prior to 1 January
2006

Goodwill arising on an acquisition of a subsidiary or a jointly
controlled entity for which the agreement date is before 1
January 2006 represents the excess of the cost of acquisition
over the Group’s interest in the fair value of the identifiable
assets and liabilities of the relevant subsidiary or the relevant

jointly controlled entity at the date of acquisition.

For previously, capitalised goodwill arising on acquisitions of
subsidiaries, the Group has discontinued amortisation from 1
January 2006 onwards, and such goodwill (net of cumulative
amortisation as at 31 December 2006) is tested for impairment
annually, and whenever there is an indication that the cash
generating unit to which the goodwill relates may be impaired

(see the accounting policies below).

Goodwill arising on acquisitions on or after 1 January
2006

Goodwill arising on an acquisition of a subsidiary or an associate
for which the agreement date is on or after 1 January 2006
represents the excess of the cost of acquisition over the Group’s
interest in the fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant subsidiary at the date of
acquisition. Such goodwill is carried at cost less any accumulated

impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is

presented separately in the balance sheet.

3.

Notes to the Financial Statements

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H

FTEESTHRRBME-&

]
i
Z

=
“EEXRF-A-HAKWBEL
2]

mw tl)HI

Tmp%%EHHJ%_77/\¢ A— ARk
MBARRAREHEREL ZBHEE
EQLI&E%E?EIHSZE%EX$E@ZJK%I‘EAHW%
%Hﬁ*ﬁ_?ﬁ[ﬁ?“ﬁ&ﬁﬁﬁ LREHE

AHARNEERBEATFEZRR ZE
%’Ef’

FEREEMNBRARMELEREABETE
AZBABME AEECH_TTAF—
A—BEEIEEE MAEREHE (FER
:22/\¢+ ﬂ +— EZE%J%&%)
iﬁuﬁ’ﬁﬁ/@é@ﬂf TT/E‘J“E(ETE\J%Z%
KR -

REZBERF-A-—HHZEBKE
BEEzEE
MEAAR_TTRF-—H—-—Hx &
WHEMBAG REERREE CHEE
U E B YIS B AN R i AN 52 B R R
EREFHENMBARAHEANEE BER
FRBBERATFEZERAZEZR UM
2 1R B AN R A AT R 5T R (E B 1R P BR o

AbENBARMELAZBREARAZRE
BORNEEREBEREB2S-

ZEEBEBAEEEARAA
£ $%2007/2008




Notes to the Financial Statements

B 75 Ak By &

31 March 2008 —ZTZN\F=A=+—H

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Goodwill - continued

Goodwill arising on acquisitions on or after 1 January
2006 - continued

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for
impairment annually, and whenever there is an indication that
the unit may be impaired. For goodwill arising on an acquisition
in a financial year, the cash-generating unit to which goodwill
has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying amount of
any goodwill allocated to the unit first, and then to the other
assets of the unit pro rata on the basis of the carrying amount of
each assets in the unit. Any impairment loss for goodwill is
recognised directly in the consolidated income statement. An
impairment loss for goodwill is not reversed in subsequent

periods.

On subsequent disposal of a subsidiary, the attributable amount
of goodwill capitalised is included in the determination of the

amount of profit or loss on disposal.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Subsidiaries

A subsidiary is a company in which the Company, directly or
indirectly, controls more than one half of the voting power; has
the power to govern the financial and operating policies; to
appoint or remove the majority of the members of the board of
directors; or to cast majority of votes at the meetings of the

board of directors.

Investments in subsidiaries are included in the Company’s
balance sheet at cost less any impairment loss. The results of
subsidiaries are accounted for by the Company on the basis of

dividend received and receivable.

Revenue recognition

Revenue from sales of goods is recognised when the significant
risks and rewards of ownership have been transferred to the
buyers, provided that the Group maintains neither managerial
involvement to the degree usually associated with ownership,
nor effective control over the goods sold.

Revenue from provision of environmental analyses,
measurement and environmental protection services is

recognised when the services are provided.

Revenue from provision of hospital service, healthcare and
hospital management service is recognised when the services are

provided.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Revenue recognition — continued

Revenue from installation of wastewater treatment system is
recognised using the percentage of completion method,
measured principally by the percentage of costs incurred to the

total estimated cost to complete the contract.

Interest income is recognised on a time-proportion basis using
effective interest method. When a receivable is impaired, the
Group reduces the carrying amount to its recoverable amount,
being the estimated future cash flows discounted at original
effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income on
impaired loans is recognised using the original effective interest

rate.

Leasing

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

operating leases.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight- line basis over the
term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an

expense on a straight-line basis over the lease term.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Leasing — continued

The Group as lessee

Assets held under finance assets are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower,
at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the
consolidated balance sheet as a finance lease obligation. Lease
payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance
charges are charged directly to the consolidated income

statement.

Rentals payable under operating leases are charged to the
consolidated income statement on a straight-line basis over the
terms of the relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised as a
reduction of rental expense over the lease term on a straight-line

basis.

Property, plant and equipment
Property, plant and equipment are stated at cost less

accumulated depreciation and impairment losses.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Property, plant and equipment - continued

The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition
and location for its intended use. Expenditure incurred after the
property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to the
consolidated income statement in the period in which it is
incurred. In situations where it can be clearly demonstrated that
the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of the
property, plant and equipment, the expenditure is capitalised as

an additional cost of that asset.

Depreciation is provided to write off the cost of property, plant
and equipment, using the straight line method, over their
estimated useful lives. The principal annual rates are as follows:
Buildings Over the lease terms
Leasehold improvements Over the lease terms
Plant and machinery 20%
Furniture, fixtures and equipment 20% to 33"3%
Motor vehicles 20%

Office equipment 20%

The gain or loss arising from disposal of an asset is determined as
the difference between the sale proceeds and the carrying
amount of the asset and is recognised in the consolidated

income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Intangible assets

Operation rights and intellectual property

Acquired operation rights and intellectual property are stated at
cost less amortisation and any identified impairment loss.
Amortisation is calculated on a straight-line basis over their

estimated useful economic lives.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, other costs that have been incurred in bringing the
inventories to their present location and condition, is calculated
using the first-in, first-out method. Net realisable value
represents the estimated selling price in the ordinary course of

business less all estimated costs necessary to make the sale.

Trade and other receivables

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for
impairment of trade and other receivables is established when
there is objective evidence that the Group will not be able to
collect all amounts due according to the original terms of
receivables. The amount of the provision is the difference
between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest
rate. The amount of the provision is recognised in the

consolidated income statement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Impairment of assets (other than goodwiill,
intangible assets with indefinite lives)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible 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.

Taxation
Income tax expense represents the sum of the tax currently

payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
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 and 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Taxation - continued

Deferred tax is recognised 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 liabilities
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,
and deferred tax assets are recognised to the extent that it is
probable 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 the 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, except where
the Group is able to control the reversal of the temporary

difference will not reverse in the foreseeable future.

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Taxation - continued

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 to consolidated
income statement except when it relates to items charged or
credited directly or 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 entity

intends to settle its current tax assets and liabilities on a net basis.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when the Group becomes a party to the
contractual provisions of the instruments. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in the consolidated income

statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets

The Group’s financial assets are classified into loans and
receivables and available-for-sale financial assets. All regular
purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular purchases or sales
are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or
convention in the marketplace. The accounting policies adopted

in respect of each category of financial assets are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, loans and receivables are carried at amortised cost
using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in
consolidated income statement when there is objective evidence
that the asset is impaired, and is measured as the difference
between the assets’ carrying amount and the present value of
the estimated future cash flows discounted at the original
effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s recoverable
amount can be related objectively to an event occurring after the
impairment losses were recognised, subject to a restriction that
the carrying amount of the asset at the date the impairment
losses reversed do not exceed what the amortised cost would

have been had the impairment losses not been recognised.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets - continued

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as any of the other categories
under HKAS 39. At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are measured at
fair value. Changes in fair value are recognised in equity, until the
financial asset is disposed of or is determined to be impaired, at
which time, the cumulative gain or loss previously recognised in
equity is removed from equity and recognised in consolidated
income statement. Any impairment losses on available-for-sale
financial assets are recognised in consolidated income
statement. Impairment losses on available-for-sale equity

investments will not be reversed in subsequent years.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured, are measured at cost less any identified
impairment losses at each balance sheet date subsequent to
initial recognition. An impairment loss is recognised in
consolidated income statement when there is objective evidence
that the asset is impaired. The amount of the impairment loss is
measured as the difference between the carrying amount of the
asset and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not be reversed in

subsequent years.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial

liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The Group’s financial liabilities are generally classified
into other financial liabilities. The accounting policies adopted in
respect of financial liabilities and equity instruments are set out

below.

Other financial liabilities
Other financial liabilities are subsequently measured at amortised

cost, using the effective interest method.

Convertible bond

Convertible bond issued by the Company that contain both
financial liability and equity components are classified separately
in respective liability and equity components on initial
recognition. On initial recognition, the fair value of the liability
component is determined using the prevailing market interest of
similar non-convertible debts. The difference between the
proceeds of the issue of the convertible bond and the fair value
assigned to the liability component, respecting the embedded
call option for the holder to convert the bond into equity, is

included in equity (convertible bond — equity reserve).
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial liabilities and equity - continued
Convertible bond — continued

In subsequent periods, the liability component of the convertible
bond is carried at amortised cost using the effective interest
method. The equity component, represented by the option to
convert the liability component into ordinary shares of the
Company, will remain in convertible bond — equity reserve until
the embedded option is exercised (in which case the balance
stated in convertible bond — equity reserve will be transferred to
share capital and share premium). Where the option remains
unexercised at the expiry date, the balance stated in convertible
bond — equity reserve will be released to the retained profits. No
gain or loss is recognised in the consolidated income statement

upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible bond
are allocated to the liability and equity components in proportion
to the allocation of the proceeds. Transactions costs relating to
the equity component are charged directly to convertible bond —
equity reserve. Transaction costs relating to the liability
component are included in the carrying amount of the liability
portion and amortised over the period of the convertible bond

using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial guarantee contract

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payment
when due in accordance with the original or modified terms of
debt instrument. A financial guarantee contract issued by the
Company and not designed as at fair value through profit or loss
is recognised initially at its fair value less transaction costs that
are directly attributable to the issue of the financial guarantee

contract.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised directly in equity is recognised in consolidated income

statement.

Financial liabilities are removed from the Group’s balance sheet
when the obligation specified in the relevant contract is
discharged, cancelled or expired. The difference between the
carrying amount of the financial liability derecognised and the
consideration paid or payable is recognised in consolidated

income statement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Foreign currencies

i.  Functional and presentation currency

Items included in the financial statements of each of the
companies now comprising the Group are measured using
the currency of the primary economic environment in
which the company operates (the “functional currency”).
The combined financial statements are presented in Hong

Kong dollars, which is the functional and presentation

currency of the Company and the Group.

ii. Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign

currencies are recognised in the consolidated income

statements.

Translation differences on non-monetary financial assets

and liabilities are reported as part of their fair value gain or

loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHBRBE-&

POLICIES - continued

Foreign currencies — continued S — &

iii. Group companies ii. £EAQA
The results and financial positions of all the companies e BEM B 25| BB RFE 2 B A4
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Current assets and liabilities

Current assets are expected to be realised within twelve months
of the balance sheet date or in the normal course of the Group’s
operating cycle. Current liabilities are expected to be settled
within twelve months of the balance sheet date or in the normal

course of the Group’s operating cycle.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group. It can also be
a present obligation arising from past events that is not
recognised because it is not probable that outflow of economic
resources will be required or the amount of obligation cannot be
measured reliably. A contingent liability is not recognised but is
disclosed in the notes to the financial statements. When a
change in the probability of an outflow occurs so that outflow is

probable, they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future events not
wholly within the control of the Group. A contingent asset is not
recognised but is disclosed in the notes to the financial
statements when an inflow of economic benefits is probable.

When inflow is virtually certain, an asset is recognised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash
and cash equivalents comprises of cash in hand and demand
deposits, and short term highly liquid investments which are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and form

an integral part of the Group’s cash management.

Provisions

A provision is recognised when the Group has a present legal or
constructive obligation as a result of a past event and it is
probable that an outflow of resources will be required to settle
the obligation, and a reliable estimate can be made of the
amount of the obligation. Where the effect of the time value of
money is material, the amount of a provision is the present value
at the balance sheet date of the expenditures expected to be

required to settle the obligation.

Employee benefits

i. Salaries, annual bonuses, paid annual leave, leave passage
and the cost to the Group of non-monetary benefits are
accrued in the period in which the associated services are
rendered by employees of the Group. Where payment or
settlement is deferred and the effect would be material,

these amounts are stated at their present values.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES - continued

Employee benefits — continued

ii.  Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance and to the state-managed retirement benefits
schemes for the employees of the Group’s overseas entities
are recognised as an expense in the consolidated income

statement as incurred.

iii. Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is

without realistic possibility of withdrawal.

iv. Share-based payment expenses
The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value is
measured at the grant date using the binominal lattice
model, taking into account the terms and conditions upon
which the options were granted. Where the employees
have to meet vesting conditions before becoming
unconditionally entitled to the share options, the total
estimated fair value of share options is spread over the
vesting period, taking into account the probability that the

options will vest.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Employee benefits — continued

iv.

Share-based payment expenses - continued

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment to the
cumulative fair value recognised in prior years is charged/
credited to the income statement for the year of the
review, unless the original employee expenses qualify for
recognition as an asset, with a corresponding adjustment
to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual
number of share options that vest (with a corresponding
adjustment to the capital reserve) except where forfeiture
is only due to not achieving vesting conditions that relate
to the market price of the Company’s shares. The equity
amount is recognised in the capital reserve until either the
option is exercised (when it is transferred to the share
premium account) or the option expires (when it is released

directly to retained profits).

Borrowing costs

Borrowing costs are interests and other costs incurred in

connection with the borrowing of funds. All borrowing costs are

charged to the consolidated income statement in the period in

which the costs are incurred.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Segments reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other

segments.

Inter-segment pricing is based on similar terms as those available

to other external parties.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment and those that can be
allocated on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are determined before
intra-group balances and intra-group transactions are eliminated
as part of the consolidation process, except to the extent that
such intra-group balances and transactions are between group

enterprises within a single segment.

Segment capital expenditure is the total cost incurred during the
year to acquire segment assets (both tangible and intangible)

that are expected to be used for more than one year.

Unallocated items mainly comprise financial and corporate
assets, borrowings, corporate and financial expenses, and

corporate revenue.
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4. KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies which
are described in note 3, management has made certain key
assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that may have
a significant risk in causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year,

are discussed below:

(a) Estimated impairment of intangible assets and

goodwiill

The Group performs annual tests on whether there has
been impairment of intangible assets in accordance with
the accounting policy stated in note 3. The recoverable
amounts of cash-generating units are determined based
on value-in-use calculations. These calculations require the
use of estimates and assumptions made by management
on the future operation of the business, pre-tax discount
rates, and other assumptions underlying the value-in-use

calculations.

(b) Impairment of trade receivables
The aged debt profile of trade debtors is reviewed on a
regular basis to ensure that the trade debtor balances are
collectible and follow up actions are promptly carried out if
the agreed credit periods have been exceeded. However,
from time to time, the Group may experience delays in
collection. Where recoverability of trade debtor balances
are called into doubts, specific provisions for bad and
doubtful debts are made based on credit status of the
customers, the aged analysis of the trade receivable
balances and write-off history. Certain receivables may be
initially identified as collectible, yet subsequently become
uncollectible and result in a subsequent write-off of the
related receivable to the consolidated income statement.
Changes in the collectability of trade receivables for which
provisions are not made could affect our results of

operations.
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4. KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

(o)

(d)

Useful lives of property, plant and equipment

In accordance with HKAS 16, the Group estimates the
useful lives of property, plant and equipment in order to
determine the amount of depreciation expenses to be
recorded. The useful lives are estimated at the time the
asset is acquired based on historical experience, the
expected usage, wear and tear of the assets, as well as
technical obsolescence arising from changes in the market
demands or service output of the assets. The Group also
perform annual reviews on whether the assumptions made

on useful lives continue to be valid.

Impairment of non-current assets

If a triggering event occurs indicating that the carrying
amount of an asset may not be recoverable, an assessment
of the carrying amount of that asset will be performed.
Triggering events include significant adverse changes in the
market value of an asset, changes in the business or
regulatory environment, or certain legal events. The
interpretation of such events requires judgment from
management with respect to whether such an event has
occurred. Upon the occurrence of triggering events, the
carrying amounts of non-current assets are reviewed to
assess whether their recoverable amounts have declined
below their carrying amounts. The recoverable amount is
the present value of estimated net future cash flows which
the Group expects to generate from the future use of the
asset, plus the assets residual value on disposal. Where the
recoverable amount of non-current assets is less than its
carrying value, an impairment loss is recognised to write

the assets down to its recoverable amount.
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4. KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

(e)

U)

Income taxes and deferred taxation

The Group is subject to income taxes in different
jurisdictions. Significant judgement is required in
determining the provision for income tax. There are many
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business. Where the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the income tax and deferred
tax provisions in the period in which such determination is

made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that future taxable
profit will be available against which the temporary
differences or tax losses can be utilised. The outcome of

their actual utilisation may be different.

Measurement of convertible notes

On issuance of convertible notes, the fair value of the
liability component is determined using a market rate for
an equivalent non-convertible note; and this amount is
carried as a long term liability on the amortised cost basis
until extinguished on conversion or redemption. The
remainder of the proceeds is allocated to the conversion
option that is recognised and included in the convertible
notes reserve, net of transaction costs. The splitting of the
liability and equity components requires an estimation of

the market interest rate.

4,
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY - continued

(g) Measurement of fair value of equity-settled
transactions
The Company operates share option schemes under which
employees (including directors) of the Group receive
remuneration in the form of share-based payment
transactions. The cost of these equity-settled transactions
with employees is measured by reference to the fair value
at the date at which they are granted, using assumptions
including expected volatility and risk free interest rate.
Such cost is recognised, together with a corresponding
increase in equity, over the period in which the service
conditions are fulfilled. The cumulative expense recognised
for equity-settled transactions at each balance sheet date
until the vesting date reflects the extent to which the
vesting period has expired and the Group’s best estimate of

the number of equity instruments that will ultimately vest.

5. SEGMENT INFORMATION
Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by
geographical segment; and (i) on a secondary segment reporting

basis, by business segment.
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SEGMENT INFORMATION - continued 5. 7HER-&
Geographical segments wESE
The Group’s operations are located in Hong Kong, the PRC and REBEBUNRES PERER H
Korea, representing the basis on which the Group reports its BRASEEREEDHEERN 2 ER-T
primary segment information. The following table provides an RAEAEBMESHEER 2.
analysis of the Group’s geographical segment information.
Turnover Results
R 4
2008 2007 2008 2007
“EENE —TELF ZBENE —ZTTLF
HK$°000 HK$'000 HK$’000 HK$'000
FTER FAT FER T

Continuing operations HEREEK
Hong Kong BB 653 640 (3,741) (244)
PRC H 113,512 33,057 12,086 26,732

114,165 33,697 8,345 26,488
Discontinued operations RIEREEK
PRC s 15,572 21,907 2,148 998
Korea - 6,206 21,917 1,017 (2,816)

21,778 43,824 3,165 (1,818)

135,943 77,521 11,510 24,670
Unallocated other revenue ROBL 2 E bz 3,351 586
Unallocated other income ROBL2 EaA 6,901 =
Unallocated corporate expenses 7 7 it & & % % (19,946) (16,251)
Profit from operations A 2 T s A 1,816 9,005
Finance costs M%ER (3,405) (909)
(Loss)/Profit before taxation BFiAT (B518) % F (1,589) 8,096
Taxation Ia (6,184) (1,227)
(Loss)/Profit for the year AEE (FB8) & (7,773) 6,869

ZEEBEBAEEEARAA
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5. SEGMENT INFORMATION - continued
Geographical segments — continued

Consolidated balance sheet

5.

TREN-&
HWE S - &
RORERER

Segment assets

Segment liabilities

PEEE SEAE
2008 2007 2008 2007
ZEENE —_TELF ZBBENEFE _TTLF
HK$’000 HK$'000 HK$’000 HK$'000
TER FET FER FiE T
Hong Kong BB 166,418 25,251 35,683 17,426
PRC H 431,755 68,169 58,006 9,014
Singapore BTN - - - 200
Korea 32 - 2,378 - 2,156
598,173 95,798 93,689 28,796
Unallocated RHOER - 77,178 - 9,453
598,173 172,976 93,689 38,249

Hua Xia Healthcare Holdings Limited
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Other information
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TREN-&
HWE S - &

Capital additions

Depreciation and

amortisation

BeE WEREHH

2008 2007 2008 2007
ZEENE —_TELF ZBBENEFE —_TTLF
HK$°000 HK$'000 HK$’000 HK$'000
FTER FAT FER T

Continuing operations HEREXEK
Hong Kong BB - 120 162 348
PRC H 64,532 2,683 5,371 192
64,532 2,803 5,533 540

Discontinued operations RIEREEK
PRC H - - 1,290 1,331
Korea i - 270 233 391
- 270 1,523 1,722
64,532 3,073 7,056 2,262

EEBREEARLA
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5.

SEGMENT INFORMATION - continued
Geographical segments — continued

Other information - continued

5, 7 HEER &
WESE - &

Hit &R - &

Loss on disposal
of property, plant

and equipment

Provision for
impairment loss
on trade and

other receivables

HEWE - BRER EEZREMEBBHRREZ
REZER W AE R R
2008 2007 2008 2007
ZEENE —_TELF ZBBNEFE —_TTLF
HK$°000 HK$'000 HK$’000 HK$'000
FER FAT FER T T
Continuing operations BFEREXK
PRC a3 229 - - -
Hong Kong BB - 317 - 67
229 317 - 67
Discontinued operations B
PRC a3 351 - - -
580 317 - 67
Impairment of goodwill
EERE

2008 2007
—EENE ZETtF
HK$°000 HK$'000
FER FAT

Continuing operations HEREXEK
PRC s 30,318 -

Discontinued operations BRI R
Korea 72 [ - 1,893
30,318 1,893

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008




Notes to the Financial Statements

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H

5. SEGMENT INFORMATION - continued 5. 7HER-&

Business segments k%58

The Group is engaged in: (1) manufacture and sales of AEBRE(NRERBEERRER (2
environmental protection products; (2) provision of general Rt e B RS RO E&E K&
hospital services; and (3) provision of healthcare and hospital EERE - REE—_EENF=ZA =7
management service. During the year ended 31 March 2008, the —RIEFE AEEDHETKEE RS
Group had disposed its installation, engineering and management MIRRFMELE TEREIER RHRK
of wastewater treatment systems and environmental facilities, DR ERS 2 %55 AREERHEE
provision of environmental analyses and measurement services TR REEEER 2 EB-

business and manufacture and sale of melamine and its related

products business.

2008 —EENE

Continuing operations Discontinued operations
BREEEY RIEBEER
Installation,
engineering and
management
of wastewater
treatment
systems and
environmental

facilities,
provision of
Manufacture Provision of environmental ~ Manufacture
and sales of  Provision of healthcare  analysesand  and sales of
environmental general  and hospital measurement melamine and
protection hospital management related its related
products services services products products  Unallocated  Consolidated
BRRERAR
BREERE
IRREE RER#E
HER Rt RUBER RURRIN ERUBER
HERRER GAUHBREY BREERE RAERY HEBER K2R E]
HKS$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HKS'000
TER TR TER TER TR TER TER
Segment revenue ELEn 653 67,759 45,753 6,206 15,572 - 135,943
Segment assets PREE 1,674 414,370 14,119 - - 168,010 598,173
Capital additions %a - 64,532 - - - - 64,532

ZEEBEBAEEEARAA
£ $%2007/2008
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5. SEGMENT INFORMATION - continued

Business segments — continued

2007

Continuing operations

5. 7 EER-&E

EX Sk ]
—EELF

Discontinued operations

BERERH RIEBE%T
Installation,
engineering and
management
of wastewater
treatment
systems and
environmental
facilities,
Manufacture Provision of provision of Manufacture
and sales of  healthcare and  environmental and sales of
environmental hospital analysesand ~ melamine and
protection management  measurement its related
products services  related products products Unallocated Consolidated
BREEZRR
RRJWER
IRRER RERHEE
HERKEE REERR RERRAT RROHR
RREM ERERRE Rt 2R HfBER AAE &a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TEL TEL THT TEL THEL
Segment revenue 2 BME 640 33,057 21,917 21,907 - 77,521
Segment assets SRAE 707 34,528 10,281 48,962 78,498 172,976
Capital additions %E = 1,724 270 959 120 3,073

Hua Xia Healthcare Holdings Limited
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6. PROPERTY, PLANT AND EQUIPMENT 6. MEX-BERRE
The Group RE
Furniture Machinery
and Leasehold and Motor Office
Building fixtures improvements  equipment vehicles  equipment Total
BRR HE BER BAE
B £ NELE R RE R Azt

HK$'000 HK$/000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
THET THT TAT TET THT TET THET

Cost B
At 1 April 2006 RZZER
#£MA—A - 725 1,156 13,361 1210 2,690 19,142
Additions NE = 140 274 218 742 246 1,620
On acquisition of a subsidiary WE—RHEAF - 317 625 - 410 101 1,453
Exchange difference ERES - 23 (5) (599) 8) 43 (546)
Disposals HE - - (625) (82) (232) (53) (992)
At 31 March 2007 and RZTELF
at 1 April 2007 ZA=f-H
RZZZtF
mA—A = 1,205 1,425 12,898 2,122 3,027 20,677
Additions RE - 1,340 3,010 3,702 2,948 858 11,858
On acquisition of subsidiaries Y- EAE 4,802 1,492 7,742 15,521 1,142 1,818 32,517
Disposals of subsidiaries HEWRB AT - (1,390) (792) (14,001) (1,253) (1,878) (19,314)
Exchange difference ERES - 510 (60) 742 127 14 1,333
Disposals HE - (302) - - (490) = (792)
At 31 March 2008 RZBENE
=ZA=t+-8H 4,802 2,855 11,325 18,862 4,596 3,839 46,279
Depreciation and impairment FERRAE
At 1 April 2006 RZETAE
mA—A = 510 460 1,078 605 1,904 4,557
On acquisition of a subsidiary WE-RMEAR - 74 25 - 19 21 139
Provided for the year AEERA - 132 252 1,178 252 448 2,262
Written back on disposals & B ] = = (25) (79) (213) (36) (353)
Impairment loss HEBRE - 23 - - - - 23
Exchange difference R - 20 - (666) 12 29 (605)
At 31 March 2007 and RZTELF
at 1 April 2007 =A=t+-H
R=FZtF
mA—A = 759 712 1,511 675 2,366 6,023
On acquisition of subsidiaries WE—RHEAF 36 777 1,819 4213 559 918 8,322
Disposals of subsidiaries HEREAR - (869) (608) (2,887) (259) (1,264) (5,887)
Provided for the year REEHME 139 445 900 4,032 516 297 6,329
Written back on disposals HERED - (73) - - (139) = 212)
Exchange difference ERZER - 13 5 246 19 3 286
At 31 March 2008 R-ZENE
=A=t-H 175 1,052 2,828 7115 1371 2,320 14,861
Net book values BEHFE
At 31 March 2008 RZBENF
=A=t-H 4,627 1,803 8,497 11,747 3,225 1,519 31,418
At 31 March 2007 RZZETLF
ZA=+-H = 446 713 11,387 1,447 661 14,654

ZEEBEBAEEEARAA
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6. PROPERTY, PLANT AND EQUIPMENT - 6.
continued
The Group - continued
As at 31 March 2007, the net book value of property, plant and
equipment held under finance leases was approximately
HK$351,000.

The building was held outside Hong Kong under medium term

ME-BMERRE-&

rEE-&
R_ZETLE=F=+—H REMEH
RFBZWE -HERRBREFENR
351,000/% JT °

ZRBFREBRINAPHBELORFAE -

lease.
7. PREPAID LEASE PAYMENTS 7. ARAEQORE
The Group
rE
2008 2007
—EEN\F —ETLF
HK$'000 HK$'000
FER FAET
The Group’s prepaid lease payments AEBRMNBEORBERRE:
comprise:
Land outside Hong Kong under B AN [ LA AR BRAE 49
medium term lease BAZ i 27,752 =
Analysed for reporting purposes as: TEERHA B 2D
Current assets (include in trade and MBEE (BERESR
other receivables and deposits) Hh el skIB RIZ®) 872 -
Non-current assets EMENE E 26,880 =
27,752 -

Hua Xia Healthcare Holdings Limited
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INTEREST IN ASSOCIATES 8. MEBE QAR ZESR
2008 2007
—EENE TERT A
HK$'000 HK$'000
FH T T T
Unlisted shares, at cost JE E R - H K A - =
2008 2007
—EENE —EEAF
HK$’000 HK$'000
FHxT F%& T
Amount due from an associate FEU — KB & AR 2 3RIE 2,999 -
The amount due from an associate is unsecured, interest free & B — KB E AR 2 RIAAERT 8
has no fixed terms of repayment. The directors considered that REEFEERA B - EERAMEK — K
the carrying amount of amount due from associate approximates BARZHREZ AFEAEEEEEES-

its fair value.

SEEREEERAT
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8. INTEREST IN ASSOCIATES - continued 8. MBERNT 2R —&
Particulars of the Group’s principal associates at 31 March 2008 REBR_ZZTZNF=A=+—Hz=x
are as follows:— ZMBARGFBHET:

Issued and
Percentage of fully paid
Place of equity interest share capital
incorporation/ attributable or registered Principal
Name of associate registration to the Group capital activities
21T
B N F ML, AEBEENL R RERA
=x = i 3t B J% < £ %5 L I HEMER TEXK
United First Investment British Virgin 40% 100 shares of Provision of
Limited Islands US$1 each dental services
BHEREBRAA RBRERHES 1008k & A HE & Rt B RS
1€ 7T 2 & fh
BRERECLEXEEEAS PRC 40% HK$5,500,000 Dormant
BRAR]
& 5,500,00075 7T EmeEx

Hua Xia Healthcare Holdings Limited
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INTEREST IN ASSOCIATES - continued 8. MEBE NTzEX—&

The summarised financial information in respect of the Group'’s

associates is set out below:

T:

AEEBMERR 2 BEERBESH L0

2008 2007
—EENE ZETLHF
HK$'000 HK$'000
FER FAET
Total assets EE®E 7,894 1
Total liabilities BERE (7,615) (1)
Net assets EESFE 279 =
Group’s share of net assets of associates ~ AEB O (EzBERFEE - =
Turnover T - -
Loss for the year REEEE (32) =
Group’s share of result of associates REBRAFED L
for the year RN - =
AVAILABLE-FOR-SALE INVESTMENTS 9. AHHERE
The Group
RE
2008 2007
—EENF —EELF
HK$'000 HK$'000
FET FHE T
Unlisted debt securities FEEMEBES - 143
EERFEEERAR

£ $%2007/2008
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10. CASH AND BANK BALANCES

11.

As at 31 March 2008, the cash and bank balances of the Group
included currencies denominated in Renminbi (“RMB")

amounted to approximately HK$14,308,000 respectively which

is not freely convertible into other currencies.

10. RE KRBT ER
R-BENE=ZA=+—H0 A£ER
SRBTHEGFEEUAARE (TARE])
SHE A #714,308,0008 T2 E# - HT
AEBHABRAEME.

GOODWILL 1. B8
The Group
rEH
HK$'000
T
Cost 24N
At 1 April 2006 RZZFETZRFMA—H 1,893
Arising from acquisition of a subsidiary during the year FARE-—RMNBRAREAL 47,372
At 31 March 2007 R_ZEZE+tEFE=A=+—H 49,265
Arising from acquisition of subsidiaries during the year FARE-—RMNBRAREAL 309,576
Disposal of subsidiaries HEK B A A (17,054)
At 31 March 2008 R=ZBEBENE=ZHA=+—H 341,787
Impairment A
At 1 April 2006 —ETZREFNA—A -
Impairment loss recognised BRI EEE 1,893
At 31 March 2007 R-ZZEZE+F=A=+—H 1,893
Impairment loss recognised BRI ERE 30,318
At 31 March 2008 R=ZBEBENE=ZHA=+—H 32,211
Carrying value IR E B
At 31 March 2008 R-ZEENF=ZHA=+—H 309,576
At 31 March 2007 R-ZEETEF=HA=+—H 47,372

Hua Xia Healthcare Holdings Limited
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11. GOODWILL - continued

Notes:

(a)

During the year ended 31 March 2008, the Group assessed the recoverable
amount of goodwill, and determined that goodwill associated with the
Group's provision of healthcare and hospital management services in PRC
was impaired by approximately HK$30,318,000. The recoverable amount
of the operations was assessed by reference to value in use. A discount
factor of 4.5% per annum was applied in the value in use model.

During the year ended 31 March 2008, the Group disposed of the entired
issued share capital of a subsidiary, Shine Concord Enterprises Limited
(Note 37(c)), which was one of the cash generating units of the Group’s

provision of hospital management services

During the year ended 31 March 2007, the Group assessed the recoverable
amount of goodwill, and determined that goodwill associated with the
Group’s installation, engineering and management of wastewater
treatment systems and environmental facilities, provision of environmental
analyses and measurement services in Korea was impaired by
approximately HK$1,893,000. The recoverable amount of the operations
was assessed by reference to value in use. A discount factor of 5% per

annum was applied in the value in use model.

Particulars regarding impairment testing on goodwill are disclosed in Note
12 to the financial statements.
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HE-_ZZT/N\F=A=+—RALFE A~£EH
AEEBzARESRE WETAEEERER
RUBERBREERBEZABERED
30,318,000 L ¥ B 2 AT Bl £ FETH 2 E(E
RAEEELRTG -EREERXTHKATF
A5% 2 FERE T

REE-ZTZN\F=A=+—HIFE K&
BHE-—FANBARRHEEERAREH
BETBRA (HFE37() MZ AR BAEH
BTREBREERBOBZASELEN
H—o

REE-ZTtH&=A=+—ALFE A&
EEEEZAIRE SR WETEAEER
BEZSKEERARBREMELE ITRRE
BE REBRON KT ERE 2 HERELD
1,893,000/ Lo ¥ 2 A B £ B2 EE
RAEEELRTE -EREERXFHKATF
5% 2 I E A F o
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12. IMPAIRMENT TESTING ON GOODWILL

For the purpose of impairment testing, goodwill set out in Note
11 has been allocated to the following cash generating units
(CGUs). The carrying amount of goodwill (net of accumulated

impairment losses) as at 31 March 2008 is allocated as follows:

12. BERENR

BE) SR

SRERIRMN S MEVAESRZEEE S
EETIHIREELEMN - R_FTT/N\F=
A=1t—B -‘mEZE&EEE RRRE

The Group
rEHE
2008 2007
—EENF —ETLHF
HK$°000 HK$'000
FE T T
Provision of general hospital and R ERE#HES Bk &
healthcare services in PRC & & AR 309,576 -
Provision of hospital management 7 R AR i B B B I AR S
services in PRC - 47,372
309,576 47,372

(a) Provision of general and healthcare hospital
services in PRC
The recoverable amount of this CGU is determined based
on a value in use calculation which uses cash flow
projections based on financial budgets approved by
management covering a five year period, and a discount
rate of 12.02% per annum. Management believes that any
reasonably possible change in the key assumptions on
which recoverable amount is based would not cause the
aggregate carrying amount to exceed the aggregate
recoverable amount of this CGU. Management
determined the budgeted gross margin based on past
performance and its expectations for the market

development.

Hua Xia Healthcare Holdings Limited
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12. IMPAIRMENT TESTING ON GOODWILL 12. BEREENR &
- continued
(b) Provision of hospital management service in PRC (b) RHPERHEREERK

The recoverable amount of this CGU is determined based
on a value in use calculation which uses cash flow
projections based on financial budgets approved by
management covering a five year period, and a discount
rate of 4.5% per annum. Management determined the
budgeted gross margin based on past performance and its

expectations for the market development.

AReELBMZAIKREESEIR
BEEREEER mMEREERRE
EIRERTHL AR E B F A 2 I
BEMFH 2R RBAR - AR
ERGFAS%FAE-EEEREBR
ERB LR EHMISER 2 TRRER
BEER=-

13. INTERESTS IN SUBSIDIARIES 13. R B ARl 2=

The Company

KA T

2008 2007

—EENE ZETLHF

HK$’000 HK$'000

FER T

Unlisted shares, at costs LMD RKAE 261,266 5,807

Less: Impairment in value BN EESRE (1,527) (1,527)

259,739 4,280

Advance to a subsidiary ERT—XHEAA 13,000 13,000
Less: Impairment loss recognised on B ERT—RMEBERARZ

advance to a subsidiary BRI ERE (13,000) (13,000)

259,739 4,280

EERFEEERAR

£ $%2007/2008
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13. INTERESTS IN SUBSIDIARIES - continued

The advance to a subsidiary is unsecured, interest free and has no

fixed terms of repayment. The directors considered that the

carrying amount of advance to a subsidiary approximates its fair

value.

The amounts due from/(to) subsidiaries are unsecured, interest

free and has no fixed terms of repayment. The directors

considered that the carrying amounts of amounts due from/(to)

subsidiaries approximate their fair value.

Details of the Company’s principal subsidiaries at 31 March 2008

are set out in Note 45 to the financial statements.

13. RMBRAR 2 EHE - &

ERXRT-RHMBARZKAREER %
BRUEBEEERP - EETRRERT —
BNMEARZEEERAEATFERES-

MEBARRK (REBRRRE) BE
BER 2R RERTERB-EZRLH
BRRRK (RMBRERIE) 2 KA
BEREEQAFERE-

ARAR-BENF=A=t-B2E
1 D F SRR I R4S -

14. INVENTORIES 14. 78
The Group
REH
2008 2007
—EENE T LF
HK$'000 HK$'000
FHxT F%& 7T
Raw materials [k = 1,479
Work in progress &M = 1,030
Finished goods K 3,213 1,454
3,213 3,963
Less: Provision for obsolete inventories R EFERE (592) (66)
2,621 3,897

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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15. TRADE AND OTHER RECEIVABLES AND 15. ESREMERREREZES
DEPOSITS
The Group The Company
AEE PN
2008 2007 2008 2007

—EEN\F _TTLF ZBBRN\F —_TTLH
HK$°000 HK$'000  HK$'000 HK$'000
TER TAET TERT THET

Trade receivables B 5 W I8 6,625 22,894 - —
Deposits made to suppliers ERftERE N ziRe - 22,392 = =
Deposits paid under ERGEEmMZEETZ
a conditional sale and Bt ® (M5 44(a))
purchase agreement
(Note 44(a)) 68,600 11,250 - -
Deposits paid BEffiE® 19,604 19,489 685 =
Prepayments T8 5RIE 10,406 517 124 =
Prepaid lease payments TR ERIE 872 = - -
Other receivables H th i U 51 1B 34,712 562 26,170 250
140,819 77,104 26,979 250

ZEEBEBAEEEARAA
£ $%2007/2008
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15. TRADE AND OTHER RECEIVABLES AND

DEPOSITS - continued

Payment terms with customers are mainly on credit together
with deposits. Invoices are normally payable from 30 to 90 days
of issuance, except for certain well established customers where
it is normally payable from 1 to 3 years of issuance. The following

is an aged analysis of trade receivables at the balance sheet date:

— &

CEZREMBERRERRE

REBEERPITVZANRAREER
CERERARERE - BRETREER (—
WERBLBIZIFAIMN) I BE—
WA E M A H 1302 90H A o AT
RREEBZE S ENRIERER DT

The Group
rEH

2008 2007

—EENE —ETEF

HK$°000 HK$'000

FHET FH& T

0 to 90 days 0£90H 5,761 19,981
91 to 180 days 912 180H 381 1,201
181 to 365 days 1812 365H - -
Over 365 days i #8365 H 698 2,703
6,840 23,885
Less: Allowance for doubtful debts R ER B (215) (991)
6,625 22,894

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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15. TRADE AND OTHER RECEIVABLES AND 15. EZREMBRREARES
DEPOSITS - continued — &
Movements in the allowance for doubtful debts RIEBHEZ2D
The Group
rEE
2008 2007
—ZEENE ZTTLF
HK$’000 HK$'000
TER T
At 1 April R AH—H 991 3,566
Amounts written off as uncollectible 8 A2 S AT Y Bl 2 R IE (776) (2,642)
Impairment losses recognised on receivables & U X T8 & B 252 2 5L B &5 18 - 67
At 31 March R=A=+—H 215 991
Ageing of impaired trade receivables EREZEZERERZRROT:
The Group
rEHE
2008 2007
—EENE e S
HK$°000 HK$'000
FER FHET
Over 365 days i 365H 215 991
The directors consider that the carrying amounts of trade and EERR B RHEMEBERFERES 2
other receivables and deposits approximate their fair values. FREEEEAFEESE-

ZEEBEBAEEEARAA
£ $%2007/2008
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16. ST €M I A
AEBMRAEAT

16. DERIVATIVE FINANCIAL INSTRUMENTS
The Group and the Company

Redemption

option contract

BOEEESH
HK$’000
FHET
At 1 April 2006, 31 March 2007 and RZZEZERFOA-—R ZTTLF
at 1 April 2007 ZA=+—Bk=_ZFETLFMA—H -
Arising on issuance of convertible notes WHEKE AR ZEITAIRKRER
for acquisition of subsidiaries (Note (a)) mE £ (@) 514
Arising on issuance of promissory notes WHEHT B A Rl B 1T A X B
for acquisition of subsidiaries (Note (b)) mE 4 (K& (®b)) 188
Derecognised upon repayment of REEA L ZREIUEER
promissory notes (188)
At 31 March 2008 R-ZBENEF=ZA=+—AH 514

Notes: B & -

(a) Pursuant to the agreement in relation to the issuance of convertible notes (a) 1R & A 8 %% 17 33,000,000 JT 7] #2 i% 22 3% 1E
of HK$33,000,000 as consideration of acquisition of the entire issued RUBESCEARARZBEBRITRA
share capital of Hero Vision Limited (Note 36(a)), a redemption option is (FfzE36(a) 2REZH#H AARFA—E
held by the Company. The Company may at any time six months from the FEEEEE - H A RRERFTEBEEAR
date of issue of the convertible notes up to the date immediately before the REEZERRERISEN—B A2
maturity date of the convertible notes, redeem the convertible notes (in AERIZMEBER A RRERZASEE
whole or in part) at the principal amount of the convertible note to be B A RER (2EHFD) °
redeemed.

(b) Pursuant to the agreement in relation to the issuance of promissory notes (b) BB A REE1T12,097,3608 T AL EBIEA

(

of HK$12,097,360 as consideration of acquisition of the entire issued
share capital of Hero Vision Limited (Note 36(a)), a redemption option is
held by the Company. The Company may at any time three months from
the date of issue of the promissory notes up to the date immediately before
the maturity date of the promissory notes, redeem the promissory notes (in
whole or in part) at the principal amount of the promissory note to be
redeemed. The promissory note was redeemed during the year ended 31
March 2008.

The fair values of derivative financial instruments are determined in
accordance with generally accepted pricing model. The fair values are
estimated using Black-Scholes option pricing mode.

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008

WHEESCEXERAAEHEHTRA (M
iE36(a) 2 KB H#H ARRRE —HERD
BER-RAARBRETANR=-EARES
ERALZBRIH A — B AR B AJRERR
FBEEEZARLRR 2 ASRELARLRRE
(2R AARBRBE_TTNF
ZRA=t+—HLEFERAEHKER-

MESMTAZATEDNBREREERNZE
ERADE R FEIBEME N - FRGH
BEEMGE-
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17. SHARE CAPITAL 17. BX
Number of
ordinary share Amount
ZTERHA o
HK$'000
FA&T
Authorised: JETE
Ordinary shares of HK$0.05 each FRMEE.05F T 2 & Bk
—at 1 April 2006 —RZEERFIOA—H 600,000,000 30,000
— increase in authorised share capital — & TE R AL N (B 3E(a)~ (b))
(Note (a),(b)) 4,400,000,000 220,000
Ordinary shares of HK$0.05 each S EE0.05/5 T 2 T i@k
—at 31 March 2007, 1 April 2007 and -RZEE+F=H=+—8"
31 March 2008 —EELFMA-BR
—EENF=A=1+—H 5,000,000,000 250,000
Issued and fully paid: BEEITRHE:
Ordinary shares of HK$0.05 each FRXEE0.05%8 T 2 & @A
—at 1 April 2006 —-RZEEXEFWMA—A 344,930,333 17,247
— issue of new shares on subscription — PR Mm BT
(Note (d),(e)) (Bt 5 (d)- (e)) 481,523,083 24,076
— rights issue (Note (c)) — A% (M7 () 172,465,166 8,623
— exercise of share options (Note 24) —1T{E BB R A (Ff 5E24) 4,848,750 242
— conversion of convertible notes (Note 23)  — 5 ¥ A] #2 i% Z= 4% (Ff7£23) 78,329,868 3,917
— at 31 March 2007 and 1 April 2007 —-RZEZELF=H=1+—H
F—_EFLFMA—H 1,082,097,200 54,105
— issue of new shares on subscription —REMBETIHR
(Note (f),(g),(h),()) (B 3E® (@)~ (h)~ () 714,927,595 35,746
— exercise of share options (Note 23) — 1718 B AR (B 5E23) 7,500,000 375
— repurchase of shares (Note (j)) —BEERH (MEE)) (6,480,000) (324)
- at 31 March 2008 —-R=ZBENF=ZA=+—H  1,798,044,795 89,902
FEEREEERAR

£ $%2007/2008
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17. SHARE CAPITAL - continued

Notes:

(a)

(

Pursuant to the ordinary resolution passed by the shareholders in the
special general meeting held on 9 May 2006, the authorised share capital
of the Company increased from HK$30,000,000 divided into 600,000,000
shares of HK$0.05 each to HK$100,000,000 divided into 2,000,000,000
shares of HK$0.05 each by the creation of an additional 1,400,000,000
un-issued shares of HK$0.05 each.

Pursuant to the ordinary resolution passed by the shareholders in the
special general meeting held on 9 March 2007, the authorised share capital
of the Company increased from HK$100,000,000 divided into
2,000,000,000 shares of HK$0.05 each to HK$250,000,000 divided into
5,000,000,000 shares of HK$0.05 each by the creation of an additional
3,000,000,000 un-issued shares of HK$0.05 each.

On 11 April 2006, the Company issued 172,465,166 rights shares at a
subscription price of HK$0.06 each on the basis of one rights share for
every two existing shares held on the record date. The net proceeds from
the right issue were approximately HK$9,350,000. The net proceeds of
HK$0.5 million were used for general working capital of the Group and the
balance towards projects of investments in the healthcare sector.

On 24 November 2006, the Group acquired 76% interest of the issued
share capital of Day View Group Limited and the loan from shareholders for
a consideration of approximately HK$96,860,000 and was settled by cash
of approximately HK$20,000,000 and the issue of 126,000,000 ordinary
shares of HK$0.05 each in the share capital of the Company, which were
allotted, issued and credited as fully paid at the price of HK$0.61 each.

On 16 February 2007, the Company issued 355,523,083 offer shares by an
open offer at a subscription price of HK$0.08 per offer share on the basis
of one offer share for every two shares held on record date. The net
proceeds of approximately HK$23,060,000 were be used to finance future
investments including the joint ventures with Town Health International
Holdings Company Limited and approximately HK$3,000,000 towards
general working capital of the Group.

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008

17. BA&X—1&

B b

(a)

(e)

BERER-_SZFAANBRITZRRE
BRAIAEMABZ ERRER AAREER
N B #5 # 5% %8 51 1,400,000,0008% & A% H (&
0.05% 7T 2 AR B AT 5 + 330,000,000 7T (5
7/600,000,000% & I% T {E0.057%8 7T 2 BR 7)) 15
I Z 100,000,000 7T (% % 2,000,000,0008%
FREEO0.05% T Z B 1A) °

BERER_SZLF=AALBARTZRR
BRAIAEMABZ ERRER AAREER
N B # 1 3% %8 /1 3,000,000,0000% & % & &
0.05% 7T Z AR B A7 BR 17 * £8 100,000,0007% 7T
(% %2,000,000,0000% & % ™ & 0.05/% 7T 2
B 5 ) # h0 &= 250,000,000 7T ( 5 B
5,000,000,0000% % % & {8 0.055% 7T Z B 1)

REZZTEREFHA+—B ARRHERZEA
HEFAERMRRARMER —RERRKRG 2
% PRIEESR0.06% TR BEMR T X 3
#7172,465,1668% AR BX 15 © ¢ AR AT 18 SR I8 )%
%8 #) /5 9,350,000/ T © AT 15 3k B F F 4
500,000 TE REASE Y —REEE S
BRAAARBERETEZER -

R-TEXRF+—A=-+MHE AEERER
SEBEARARIZINE BETRARRREE
X KRB #7596,860,0005% 7T I LAIR & 2 1+
#720,000,0007% 7T * LA & # 47 126,000,000/%
RRRRAFFREEOC.05E T 2 EMAR
AR MIEERR0.61ET 2 BIRECE %
TRIIES R IRK -

RZTTLF A+ B AARHERTZHA
HEHEMRROESE —REERD 2 EE-
NREESREERMKD0.08B LB B AR
& 75 3, 17 355,523,083/ 3 & B 13 ° BT 18 3K
T8 % B #923,060,0008 T 2 AE AR R E
BHEH (RREREERZERARDRIKRILZ
AEME)REE S MAI3,000,0005 7T i
EREEZz —REEES-



17. SHARE CAPITAL - continued

Notes: — continued

)

On 13 March 2007, the Company entered into a placing agreement with
the placing agent in relation to the placing of 200,000,000 shares at an
issue price of HK$0.352 per share. The placing was completed on 24 April
2007. The net proceeds from the placing of approximately HK$68,359,000
will be used for partial payment of the consideration of the acquisition of
Hero Vision Enterprises Limited (“Hero Vision”), future business
development of the Group and general working capital of the Group. For
further details, please refer to the Company’s announcements dated 20
March 2007 and 24 April 2007 respectively.

On 9 May 2007, a wholly owned subsidiary of the Group, Wisdom Rise
Group Limited (“Wisdom Rise"”), acquired the entire issued share capital of
Hero Vision for a consideration of approximately HK$157,300,000 and
part of the consideration of HK$59,952,640 was settled by issue of
170,320,000 ordinary shares of HK$0.05 each in the share capital of the
Company, which were allotted, issued and credited as fully paid at the
price of HK$0.352 each.

On 15 May 2007, the Company entered into a subscription agreement in
relation to the subscription of 256,000,000 shares at an issue price of
HK$0.58 per share. The subscription was completed on 28 May 2007. The
net proceeds from the placing of approximately HK$143,258,000 will be
used for future investment in healthcare section in PRC and general
working capital of the Group. For further details, please refer to the
Company’s announcements dated 17 May 2007 and 28 May 2007
respectively.

On 8 October 2007, a wholly owned subsidiary of the Group, Mega Mix
Group Limited (“Wisdom Rise”), acquired the entire issued share capital of
Merry Sky Investments Limited (“Merry Sky”), loan from shareholders and
subscription of 8,999 shares of Merry Sky for a consideration of
approximately HK$80,850,000 and part of the consideration of
HK$35,000,000 was settled by issue of 88,607,595 ordinary shares of
HK$0.05 each in the share capital of the Company, which were allotted,
issued and credited as fully paid at the price of HK$0.395 each.

Notes to the Financial Statements
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17. BA&X—1&

MiaE: — &

()

(i)

R-EZLF=A+=H AR FHEEKE
Bt LA #2178 & A% 0.3527% T B & 200,000,000
BRI B E i REERN =T L5
AZ+HBRK -BEEMEREFELD
68,359,000/ 7T * ¥ & A e W B 7 R (b 3
BRAR ([HR]) HIFHRE KAEEKRK
EBBEREAEE—REEECS-BHARLEZ
E— S HBEEEARTN-EELE=A=
TER-ZZETELEMNA-tMBZ A M-

R-ZETLEFRANB AEEE2EHE QR
Wisdom Rise Group Limited ( [ Wisdom Rise] )
WHEESENZ2HEBRTREA REHE
157,300,000/ 7t & H X B /& 59,952,640/
JC A BT AR A% ZK A 170,320,0000% = A% M
BOSE T2 ERR (EERNMERER
03528 T2 BRI % BT R ARIESR
B) X e

R-TELFRATHEB AARERENRE
LA %17 {8 5 1% 0.58% 7T B £ 256,000,0008%
ORI B E R -BEEEN T +tFRHA
Zt+tN\BREK-BBEMBEREEFENR
143,258,000 7T * #% & FA 1E R KA R B B8 %
DEHHRERAEE —REELC AHREES
RE—SHFBEFREARANR_ZZTLFRA
T tEtBEER=FETLFRA=ZFTN\BZAMHe

RZZEZLFTANB REEZEHNBEAR
B EERRAR (B ) BN RIRER
BAR ([MEXR]) ZHBEBHTRA KRARRK
B R RN XKS999 KM K ELH
80,850,000/% 7T * & 1 X {& 4735,000,000/% 7T
LA 3% 17 78 A 7] B% 7N 7 88,607,5950% & A% H B
0.05% w2 E@BKR (B HRME R FR0.395
BT BRERE BITIRARIEZR) X
fifo

ZEEBEBAEEEARAA
£ $%2007/2008
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17. SHARE CAPITAL - continued 17. RAE - &
Notes: — continued B e : — &
0 During the year, the Company repurchased its own shares through the () FRN RAARRBEEMERSMBRARE
Stock Exchange of Hong Kong Limited as follows: BARF 2D FHBEWT:
No. of ordinary Aggregate
Date of shares at Price per share consideration
repurchase HK$0.05 each Highest Lowest paid
S REE0.058 T BRER
BBE A LEREE BR& B1& Frfs @R E
‘000 HK$ HK$ HK$'000
F & BT BT FHBT
13 November 2007 —EEtLF+—A+=H 420 0.265 0.265 111
22 November 2007 —EEtLF+—A=+=H 1,420 0.26 0.25 362
26 November 2007 —EE+F+—H_+H 480 0.25 0.25 120
27 November 2007 —EE+E+—H_++tH 300 0.246 0.245 74
28 November 2007 —EELF+—-—A=Z+N\H 360 0.25 0.24 89
29 November 2007 —EE+F+—H_t+ANH 200 0.25 0.25 50
6 December 2007 —EELF+=AKH 140 0.247 0.246 35
10 December 2007 —EELF+=-A+H 460 0.234 0.23 107
11 December 2007 —EEtLF+=-A+—H 100 0.23 0.23 23
13 December 2007 —EEtLF+=-A+=H 400 0.227 0.226 91
14 December 2007 —EE+F+ - A+WMA 300 0.214 0.214 64
21 December 2007 —EELF+=ZA=+—H 100 0.223 0.223 22
24 December 2007 —EE+F+-H_+@WMA 200 0.25 0.25 50
11 January 2008 —EENFE—A+—H 300 0.206 0.206 62
14 January 2008 —EEN\F—A+mA 100 0.204 0.204 20
15 January 2008 —EEN\FE—A+HhAH 1,200 0.20010 0.20010 240
The above shares were cancelled upon repurchase. None of the Company’s NERGEEBREEFHE - FA - AREZ
subsidiaries repurchased, sold or redeemed any of the Company’s listed Bt A R E [E] - H 6 Sk Bl AR A B AT
shares during the year. MR o
All the shares issued during the year rank pari passu with the FABETZMEROES FHEE R
then existing shares in all respects. RERNOZEHBEZ-

Hua Xia Healthcare Holdings Limited
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18. RESERVES

The Company
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18. f#1E
KA T

Convertible

Share payment Warrant Contributed notes Accumulated
premium reserve reserve surplus reserve losses Total
U5 A
ERMFX AREE I
R4 5B 1] 1] MAREH EEHRE it EE M@t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET FTHT FTHT FHT THET
At 1 April 2006 RZZETREF
mA—H 60,764 113 - 1,452 499 (97,322) (34,494)
Premium arising Bk
on issue of shares EEZHE 81,226 = = = = = 81,226
Premium arising HREEZHRE
on rights issue 1,725 - - - - - 1,725
Issuing expenses BITHAY (2,753) = = = = = (2,753)
Share-based payment VAR 1 A E 1
expenses NRZAZ - 5,000 - - - = 5,000
Premium arising IEBRE
on exercise of EXZEE
share options 141 - - - - - 141
Transfer to share premium TR
upon exercise of BEARMDRE
share option 13 (113) - - - - -
Conversion of BB ER
convertible notes 11,165 - - - (430) - 10,735
Issue of warrants BIIRRER - - 1,837 = = - 1,837
Loss for the year AEEEE - - - = = (9,384) (9,384)
At March 2007 R-ZZEZE+F=A 152,381 5,000 1,837 1,452 69 (106,706) 54,033
Premium arising Bk
on issue of shares EEZRE 278,086 - - - - - 278,086
Issuing expenses BITHY (7,840) = = = = = (7,840)
Equity component of ABRRERREL
convertible notes & - - - - 25,125 - 25,125
Premium arising TRERE
on exercise of EEZEE
share options 3,450 - - - - - 3,450
Transfer to share premium e ERER
upon exercise of ARG EE
share option 288 (288) - - - - -
Warrant reserve transferred 7 SRRk #E 5 5| 2314
to accumulated losses BARFHEBZ
upon expiry of warrants RIREECEE - - (1,837) - - 1,837 =
Deferred taxation arising from %17 a] 2 jk Z 4%
issue of convertible notes EEZEERE - - - = (501) = (501)
Cancellation on repurchase & B 14 & 85 f& 17 (1,196) = = = = = (1,196)
of shares
Lapse of share option B AR 4B K = (54) = = = 54 =
Loss for the year AEEFER - - - - - (25,179) (25,179)
At March 2008 R=ZZBENF=H 425,169 4,658 - 1,452 24,693 (129,994) 325,978
ZEEBEBAEEEARAA
4 $§£2007/2008
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18. RESERVES - continued

(a)

The contributed surplus of the Company represents the
difference between the aggregate net assets of the
subsidiaries acquired by the Company under the group
reorganisation in 2001 and the nominal amount of the

Company'’s shares issued for the acquisition.

On 18 May 2006, the Company entered into conditional
warrant placing agreements with two independent third
parties, Triumph Sky Finance Limited and Happy
Woodstock Limited, to issue 103,414,000 warrants at a
price of HK$0.02 per warrant for cash consideration by
way of a private placement. Each warrant entitles the
holder to subscribe for one ordinary share of the Company
at an initial subscription price of HK$0.62 (subject to
adjustment) from the date of issue to 4 December 2007.
Any ordinary shares falling to be issued upon the exercise
of the subscription right to the warrants will rank pari
passu in all respects with the existing fully paid ordinary
shares of the Company. All warrants were expired during
the year ended 31 March 2008.

The Company had distributable reserves of approximately
HK$295,175,000 as at 31 March 2008 (2007:
HK$45,675,000). Under the Companies Law (Revised)
Chapter 22 of the Cayman Islands, the share premium
account of the Company is available for paying
distributions or dividends to shareholders subject to the
provisions of its Memorandum and Articles of Association
and provided that immediately following the distribution
or dividend the Company is able to pay its debt as they fall
due in the ordinary course of business. In accordance with
the Company’s Articles of Association, dividends shall be
distributed out of the retained profits or other reserves,

including the share premium account, of the Company.

Hua Xia Healthcare Holdings Limited
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18. f#E— &

(a)

KRB ZHABRBIERNRBRER
—EE-FZEEEAEMKREZW
BARZREEFERANDAFK
BROZBEDZEEMERZE
B e

RZZTZEFRA+T/NB RAFHE
W % %8 32 28 = 75 Triumph Sky Finance
Limited &2 Happy Woodstock Limited&]
S RERIRER AL S B FAA
&R NIREHRIREF0.02%8 T
Z B8 3£17103,414,00017 R A% HE 75
HEIR & KRB - B0 RIMEE I T H
REABERBTEARE-_ZE
+TFE+ZAE BRI REE0.62
BT (AT THRE) RE-—RAREE
FAR M RARFE RS FT P R IS R 1T (2
i T T 2 ERRO &R E R E
HEANARAHERREARE
AS#EMN - REE_TTNF=/A=
T—RIEFEARERRIEZRE
Ho

RZZETZNFE=ZA=+—8 42
Al 2 Al 9 K 7% 8 /9 7% 295,175,000
BT (ZF T+ 4 45,675,000/
) MEBEFREHS AR (KB
i) E22E ARARZRMIEERA
FERR R L 5 IRSR S - R
ZEELEDIRIBEE KARA
BRE hEBERAREBBRREPZ
FEEH - RBARR ZABER
AR B EEARREZRE & F
S EMFEE(BERMDEER)
Hjo
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19. TRADE AND OTHER PAYABLES 19. EZ R EMENKE
The Group

rEE
2008 2007
—EENF —EEEF
HK$’000 HK$'000
FE T FAT
Trade payables H 5 e KIR 21,919 3,747
Value-added tax payables JE T E B - 2,597
Accruals and other payables FEET B A Rk E A eI 5KIE 25,404 5,994
47,323 12,338

The following is an aged analysis of trade payables at the balance

UTARBEERZESERNFAREK D

sheet date: #r
The Group
rEH

2008 2007
—EENE —ETEF
HK$°000 HK$'000
FHET FH& T
0 to 90 days 0£90H 4,192 2,151
91 to 180 days 91£180H 17,421 407
181 to 365 days 181£365H - 784
Over 365 days i 365H 306 405
21,919 3,747

Note: The directors consider that the carrying amounts of trade and other

payables approximate to their fair values.

B BHRAMENRIRZERERL
AFERE

ZEEBEBAEEEARAA
£ $%2007/2008
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20. OBLIGATIONS UNDER FINANCE LEASES

20. B E A ERE
The Group
&
Present value of
Minimum minimum
lease payments lease payments
BREHEE REHESRE
2008 2007 2008 2007
—EBRNE —_TTLF “BBNFE —_TTLHF
HK$'000 HK$’000 HK$’000 HK$'000
TET FHET TERT TET

Amount payable under

finance leases:

Within one year

In the second to fifth years

Less: Future finance charges

Present value of lease obligations

Less: Amount due within one
year shown under

current liabilities

Amount due after one year

REBREMED
J& A 3RIR

—FR
EF_EZERFNRN

R RSB

MEAEZRE

BoAERBABR
—FREHZ
IR

—FRBIHZ TR

- 380 - 297
- 380 - 297
- (83)

- 297

- (297)

Note: The directors consider that the carrying amounts of obligations under

finance lease approximate their fair values.

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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21. AMOUNTS DUE TO DIRECTORS/MINORITY 21. REXE "VDERBRERZFE

SHAREHOLDERS

Amounts due to directors/minority shareholders are unsecured, REZ/VERRZABDEER 28
interest free and have no fixed terms of repayment. The directors FEEEERM - EFRAREZRIH
consider that the carrying amounts of amounts due to directors BEZHRBEZERBEEEATFERS-

and minority shareholders approximate their fair values.

22. SECURED SHORT-TERM BANK LOAN 22. EEMEHRITERN
The Group
rEHE
2008 2007
—EENE ZETtF
HK$°000 HK$'000
TER THET
Secured short-term bank loans ERFEBARITER - 6,000
The amount represents short-term bank borrowings of ZEFEEARBANEEET AR
HK$6,000,000 which was repayable on demand and secured by TE+F= F=+—H#%)5,048,000/% T
bank deposits amounting to approximately HK$5,048,000 as at ZERITHERIEE R 28 HIRITEX
31 March 2007. The weighted average effective interest rate on 6,000,0007% 7T o 5% £ R 1T E R 2 M #E T
the bank loans was 4.7% per annum. HEBRNERTFATE
23. CONVERTIBLE NOTES 23. IR EE

(@) On 25 November 2005, the Company entered into a @ RZZEERF+—A=+tHA &
placing agreement with an independent placing agent, A A — % % 7 S A E Hantec
Hantec Capital Limited (the “Placing Agent”), to place on a Capital Limited ([E2 &R ) 5732
best endeavours basis of certain unsecured convertible REHH EEHNEEREETA
notes in the aggregate principal amount of more than % 2% % 52 15,000,000/ 7T M &% %
HK$15,000,000 and up to HK$20,000,000 to placees (the #£20,000,0007% Tt 2 £ 3 # 7 # f%

“Placing Agreement”). ERTEEA([BEEWZE]) -

ZEEBEBAEEEARAA
£ $%2007/2008
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23. CONVERTIBLE NOTES - continued

(a)

— continued

On 11 January 2006, completion of the Placing Agreement
took place. An aggregate principal amount of
HK$18,000,000 (the “Convertible Notes 1”) have been
placed through the Placing Agent and issued by the
Company to 13 independent placees (the “Notes Holder").
The Convertible Notes 1 matures at the third anniversary of

the issue date.

The Convertible Notes 1, if fully subscribed for and issued,
are convertible into a total of approximately 67,164,179
new ordinary shares of the Company at the initial
conversion price of HK$0.268 per ordinary share (subject

to adjustments).

On 11 April 2006, the Company completed the issue of
172,465,166 rights shares. Pursuant to the terms of the
Convertible Notes 1, the conversion prices of the
Convertible Notes 1 were adjusted accordingly. The new
conversion price per share and the number of conversion
shares after the rights issue subject to the Convertible
Notes 1 was 86,956,521 shares exercisable at HK$0.207

each.

On 16 February 2007, the Company completed the open
offer of 355,523,083 offer shares. Pursuant to the terms of
the Convertible Notes 1, the conversion prices of the
Convertible Notes 1 were adjusted accordingly. The new
conversion price per share and the number of conversion
shares after the open offer subject to the Convertible
Notes 1 was 33,816,425 shares exercisable at HK$0.161

each.

The Convertible Notes 1 contains two components, liability
and equity elements. The equity element is presented in
equity heading “Convertible notes reserve”. The effective

interest rate of the liability component is 6.73%.

Hua Xia Healthcare Holdings Limited

Annual Report 2007/2008

23. TEREE - &

(a)

4=
RZEZERF—HA+—H BEEWH
FETK - BBEERE KEXS
#2%818,000,000/8 7t ([ AT AR 4%
—1) WEARARBETTFIZEEL
ABEA([ZEFEALD) -AIHRRE
B—RETEHRET R =AFZ
Hio

HAMRRER - BEERE R E
TAROSTHRESERE AR
0.268%8 7T (A THE) B RE H#
#67,164, 179 R A RIFT E @A -

R-ZFBAFEMA+—A AAH
FERK 317 172,465, 166% £ B A% 15 ©
RIBFT R — 2 85K AT AR
ER—CHRRECIELEERE-
REIRE TR — 2Rk
BRI AR 17 8 B /86,956,5211%
B&1n AT R ® AR 0.207 8 T 2 BAR 1T
e

RZZBEZLF=R+ B AAF
5 BK A B 3% & 355,523,083 &
MR o AR IR AT AR R 4B — Z R FK - Al
BRIRER — 2 2REASE L (EH
B R AABEER TRRER—Z
HHRRERBRRRNEE RARE
Bk 01618 T 1T @+ & 8 &
33,816,425 B 15 o

puj

AMERE-eREmEs aE
Rgamfo -#afon Rk
BREREEI R T2 -BEE
DZEBRNER6TIE-



Notes to the Financial Statements

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H

23. CONVERTIBLE NOTES - continued 23. TR EE-&
(@ - continued (@) —#&
The fair value of the liability component was calculated BEMBO 2 ATFETIAZEETR
using a market interest rate for an equivalent non- Hxﬁ%Zﬁ%ﬂg‘ﬁ%ﬁ?Uﬁ%(ﬁ%ﬁ
convertible bond. The residual amount, representing the RERERTS 2EE TIMAT]
value of the equity conversion component, was included in BBREBRFEHE KRR ERA-

shareholders’ equity in convertible notes reserves.

The Convertible Notes 1 recognised in the balance sheet RNEEBBERBER I ATRKRERE—
was calculated as follows: ZETENT:

The Group and
the Company

AEERAEAT
HK$'000
T
Face value of Convertible Notes 1 issued RZEERF—A+—H
on 11 January 2006 BT ZARRER —HEE 18,000
Equity component w5 o (499)
Liability component on initial recognition RZZEZF—A+—H
at 11 January 2006 xRz ESS 17,501
Transaction costs R 5 KA (827)
Amortised cost on initial recognition RZEERF—A+—H
11 January 2006 4 MR 2 B iH A AR 16,674
Interest expense B X 246
Interest payable & 15 F) B (158)
Amortised cost at 31 March 2006 and RZZEZERNF=-A=1+—AK
at 1 April 2006 ZEERFHA-—BZEHEKA 16,762
Interest expense A B 623
Interest payable & 15 F) B (406)
Converted into Company’s shares HBARQ R KD (14,651)
Amortised cost at 31 March 2007 and R-EE+FE=A=+—HRK
at 1 April 2007 —ETLFMA—RBZEBERAN 2,328
Interest expense B X 160
Interest payable & 15 F) B (100)
Amortised cost at 31 March 2008 R-_EBEENF=ZA=+—HZ
BiHp R 2,388

ZEEBEBAEEEARAA
£ $%2007/2008
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23. CONVERTIBLE NOTES - continued

(a)

— continued

During the year ended 31 March 2007, Convertible
Notes 1 with an aggregate amount HK$15,500,000 was
converted into the ordinary shares of the Company. Total
number of ordinary shares converted was 78,329,868
(Note 17).

Interest expense on the convertible notes is calculated
using the effective interest method by applying the

effective interest rate of 6.73% to the liability component.

On 9 May 2007, the Group acquired the entire issued share
capital of Hero Vision at a consideration of
HK$157,300,000, the consideration of HK$33,000,000
were satisfied by the issue of convertible notes (the
“Convertible Notes 2”). The Convertible Notes 2 matures

at the second anniversary of the issue date.

The Convertible Notes 2, if fully subscribed for and issued,
are convertible into a total of approximately 93,750,000
new ordinary shares of the Company at the initial
conversion price of HK$0.352 per ordinary share (subject

to adjustments).

The Convertible Notes 2 contains three components,
redemption option, liability and equity elements. The
equity element is presented in equity heading “Convertible
notes reserve”. The effective interest rate of the liability

component is 6.816%.

The fair value of the liability component was calculated
using a market interest rate for an equivalent non-
convertible bond. The residual amount, representing the
value of the equity conversion component, was included in

shareholders’ equity in convertible notes reserves.

Hua Xia Healthcare Holdings Limited
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(a)

4=
RBE-TELF-A=+—BL
F ¥ - # % % 15,500,000/ T 2 7]
BREBE-—BABAAQALRE
R-FTAEBM 2 EBREHE R
78,329,8688% (&£ 17) °

TR IR 8 7 B 3 H TR E
FEAREEESHUNCTIELE
AR

RZTETLFRANE - AEEMN
K B 157,300,000 T W BE 1 = &
282 1T A - K& 7 33,000,000
BB B BEITAIMRER ([A[#
REE=]) ZF-AIMRERE-R
ETAHBRMBE S -

HAMBRER —ERERERE
T ARV HRRESRZER
0.3528 7T (Al THE) B e H
#993,750,000/ " A RIFT E i@ AR o

IRREBE-_BE=585"
ERR ABERERD DA
Rigs ik (AR RIEFEE] —AT
25 -BEBI ZERF X 56816
JEo

BEBDZRFEIIASFEIRTR
BiEZ 2 MHBHRGTE-RrE R
REDEBRES ZEE IAAR
BERERFEHE B REDZA-
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23. TEREE - &

(b) - continued by —#&
The Convertible Notes 2 recognised in the balance sheet NEEBBERBRIITRRERE =
was calculated as follows: ZETENT:
The Group and
the Company
AEERAEARAF
HK$'000
THET
Fair value of Convertible Notes 2 issued RZZEZ+ERANAETZ
on 9 May 2007 MR EE=-AFAE 54,750
Less: Derivative financial instruments WoTESmIA 514
Equity component Rz E5B (25,125)
Liability component on initial recognition and RZZEZ+EFERANA
amortised cost at 9 May 2007 xRz ESS 30,139
Interest expense B 1,828
Interest payable FEAS FI) B (593)
Amortised cost at 31 March 2008 RZBEZNF=A=+—HZ
B SRR 31,374

Interest expense on the convertible notes is calculated
using the effective interest method by applying the
effective interest rate of 6.816% to the liability

component.

24. SHARE OPTION SCHEME
(a) Pre-listing share options
Pursuant to the pre-listing share option scheme adopted by
the Company on 20 April 2002, the Company may grant
options at HK$1 per offer to any directors, employees,
consultants, and advisors of the Company or its
subsidiaries, for the primary purpose of providing
incentives to them, to subscribe for shares in the Company.
All of these options have duration of 10 years from and

including 10 May 2002 subject to the terms of the scheme.

AREBEEEZFBESTHTIERER
FEERBEEER D A6.816/F 2
BRI RGE-

24. BIRRETHE
() LHATERE

BERAATNR-_ZEE_FMA -+
HEMz EmABRESS A
BRI DA B TE B R AR 2 R M B
BLZREMARARSLEKE AR
ZEMEE EBE FREMKREM
BREAREBARARN 2 BRE
DA B ol A 4 o IR IRET BIGR - F
ERSERER_ST_FRA+
B (B2E%ZA) B 10FRE K-

ZEEBEBAEEEARAA
£ $%2007/2008
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24. SHARE OPTION SCHEME - continued
(a) Pre-listing share options - continued

24, B RESTE - &

Details of the movements in the number of share options

during the year under the Company’s pre-listing share

options scheme which are exercisable in three equal
trenches from 10 November 2002, 10 May 2003 and 10

May 2004, respectively, to 9 May 2012 at an exercise price
of HK$0.409 (2007: HK$0.409) per share are as follows:

(a)

EHATERE - &

RAR EMATBRESSIET 2B
BREBERAFE2ZHFRBEW
T ZEBREADIN_ZTZ_
F+—A+H - ZTT=FFA+
BR-_TETNFRA+AE=-Z—
“FRANBHE S=#ITE &
HATHEEBEES TEERER
0.409% 7T (ZZF T 4 F : 0.409/%8

L)

Number of share options

BREHE
Outstanding
Outstanding Adjustment and exercisable
at 31 March during at 31 March
Type of participants 2007 the year 2008 Date of grant
R=-ZZNE
R-EZLHF =ZA=+-H
=A=+-8 MR TR
2RERH s R AT 2 FARE AFTE RHEH
(Note)
(PR 7E)
Advisor 821,293 — 821,293 25 April 2002
A —ETT-F
MA=+HH
Former employees 547,529 - 547,529 25 April 2002
s —EE-%
MA=+HH
Total 1,368,822 = 1,368,822
st

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008




24. SHARE OPTION SCHEME - continued
(b) Post-listing share options

Pursuant to the post-listing share option scheme also
adopted by the Company on 20 April 2002, the Company
may grant options at HK$1 per offer to any directors,
employees, any supplier of goods or services, any
customers, any person or entity that provides research,
development or other technical support or any shareholder
of the Group or any investee or any holder of any securities
issued by any member of the Group or any investee, for the
primary purpose of providing incentives to them, to
subscribe for shares in the Company. The total number of
shares in respect of which options may be granted under
the post-listing share option scheme shall not exceed 10%
of the issued share capital of the Company from time to
time. No participant shall be granted an option, if exercise
in full, would result in the total number of shares already
issued under all the options granted to him or her that are
for the time being subsisting and unexercised in any
12-month period would exceed 1% of the total number of
shares in issue. The exercise price of the share will be
determined at the higher of the average of closing prices of
the shares on the Stock Exchange on the five trading days
immediately preceding the date of grant of the options;
the closing price of the shares on the Stock Exchange on
the date of grant; and the nominal value of the shares. The
share options are exercisable for a period not later than 10

years from the date of grant.

Notes to the Financial Statements
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REXARAR_ZFZT_FOA_+
EIT%K%WZLWT&E%HM%%%U'K’A
B AT DA B TR 5 I A 1 A MR
ALTZRERAASEIMNES &
S EmaRGHEER FTPARE
WA HAEREMRMEZA
THER AAEEAEAZERE
ERZEABRRIAKEEMRAKE
RARIREERABTES 2K
BABRLAIRBARBRBD 2 B
R ASERE) B A Lo iRIB ETRER
Brgst Bl TROZBRES R 2
LERUEGE G Ey b RN/NCTRN SRS
TRAR10% © WREHITER HE
HREA+ —EASRBRERT —
Z2EREZE2HRERESFEALR
RITEZBBREMBE T LA T#T
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1% AN ERZSEERDER
B-BREZTEESSRONE
EROBREASHMAEAXZEHE
B X Pz SF M T B B R R
FE AR B R S P 2 W (B R AR
MEHE=FFzBaE -BRER
REEE B HRI0FRITRE

ZEEBEBAEEEARAA
£ $%2007/2008

@



Notes to the Financial Statements

B 75 Ak By &

31 March 2008 —ZTZN\F=A=+—H

24. SHARE OPTION SCHEME - continued 24. BRFETE - &
(b) Post-listing share options - continued (b) EHEBRE-&
Details of the movements in the number of share options FABREHEEZHFREOT:

during the year are as follows:

Number of share options

Outstanding
and
Outstanding Granted  Exercised Lapsed Adjustment exercisable Exercise

Type of at 31 March during during during during at 31 March Date of price Exercise

participants 2007 the year the year the year the year 2008 grant per share period

®

i ZBEIN\F

“ERLE =A

=4 =t+-8
Eqr=[ i R AT R =34

SREE] HATHE FARE FAGK FRAXYN FhHAE  TFOE BEAH fTfEE il

Directors

Mr. Yung Kwok 3,242,085 - - - - 3,242,085 13 July 2006 HK$0.627 13 July 2006 to
Leong 12 July 2016

Sz EE it N3 0.6277% 7T —ETRE

+tA+=H +tA+=HZ
—T-RF
+A+=H
5,800,000 - - - - 5,800,000 21 March 2007 HK$0.51 21 March 2007 to
22 March 2017
—ETLE 0.51% T —ETLE
=A=t+—-H =A-t+—H%
el 2
=A=+=H

Ms. Shum Ngai 3,705,240 - - - - 3,705,240 13 July 2006 HK$0.627 13 July 2006 to
Pan 12 July 2016

TRBR L it N3 0.6277% 7T —ETRE

+tA+=H +tA+=HZ%
ZT-REF
+A+=H
7,100,000 - - - - 7,100,000 21 March 2007 HK$0.51 21 March 2007 to
22 March 2017
—ETLE 0.51% T —ETLE
=A=t+—-AH =A=-t+—H%
et 2
=A=+=H

Mr. Weng Jiaxing 3,572,910 - - - (3,572,910 - 13 July 2006 HK$0.627 13 July 2006 to
(resigned on 1 12 July 2016
August 2007)

SmELE “EERE 06278 ZTTAE
(R=ZZ+F tA+=AR tA+=RZE
NA—BEf) —L-RE

tAt+ZH
7,200,000 = = - (7,200,000) = 21 March 2007 HK$0.51 21 March 2007 to
22 March 2017
it 8 3 0.51% T it 8 o3
=A=-t+—H =A=+—RZ&
—T—tF
=A=+Z=H

Mr. Chen Jin 6,881,160 - - - - 6,881,160 13 July 2006 HK$0.627 13 July 2006 to
Shan 12 July 2016

CEAlP S “EERE 06278 ZZTENE

+A+=H +tA+=H%
—L-RE
tAt+Z=H
3,900,000 = = = - 3,900,000 21 March 2007 HK$0.51 21 March 2007 to
22 March 2016
it S 3 0.51% T it S 3
=A=-+—-H =A=-+—RZ&
—L-RE
=R=+ZH

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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24. SHARE OPTION SCHEME - continued
(b) Post-listing share options — continued

Number of share options

B %5 Ak By &
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24, B RERTE - &
(b) LR E— &

Outstanding
and
Outstanding Granted Exercised Lapsed Adjustment exercisable Exercise
Type of at 31 March during during during during at 31 March Date of price Exercise
participants 2007 the year the year the year the year 20(;)}2 grant per share period
R® —BENF
ZEBLE =A
=R Sr=[
Er=Ff o R AT K =113
SREE] HATE FARN FROE  FREAR  FARE  TFOHE REAH RE fTRH
Dr. Jiang Tao 6,881,160 - - - - 6,881,160 13 July 2006 HK$0.627 13 July 2006 to
22 March 2016
BEEL it N3 06278 =FTAE
tAt+=H tAt=ZHZE
=% N
tA+=A
3,900,000 = = = - 3,900,000 21 March 2007 HK$0.51 21 March 2007 to
22 March 2017
it 8 o3 0.51% T it 8 3
=A=-t+—-H =A=+—RZ&
i Sl 2
=R=+Z=H
52,182,555 - - - (10,772,910) 41,409,645
Employees 15,416,445 - - - 3572910 18,989,355 13 July 2006 HK$0.627 13 July 2006 to
12 July 2016
B8 —TTRE 06275 ZFENEF
+At+=H +A+=HZ
i SNS
tA+=H
16,541,250 - - (66,156) - 16,475,085 24 July 2006 HK$0.62 24 July 2006 to
23 July 2016
it V3 0.62% 7T —ETRE
+tA=tmA tAZ+mBEZE
—Z-RE
+tA=-+t=H
72,100,000 - (7,500,000) - 7,200,000 71,800,000 21 Mar 2007 HK$0.51 21 March 2007 to
22 Mar 2017
e 8 3 0.51% T e 8 3
=A=-t+—-H =A=+—RZ&
—E—+f
=R=+ZH
156,240,250 - (7,500,000 (66,156) - 148,674,085
ETEBREEERLF
F #£2007/2008

@
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24. SHARE OPTION SCHEME - continued
(b) Post-listing share options — continued

Notes:

(i)

(i)

(iii)

The Group recognises the fair value of share options granted as an
expense in the consolidated income statement when they were
granted with a corresponding increase being recognised in
employee share-based payment reserve. The employee share-based
payment reserve is transferred to share capital and share premium,
together with the exercise price, when the option holder exercises
its rights. As a transitional provision, the cost of share option
granted after 7 November 2002 and had not yet vested on 1
January 2005 were expensed retrospectively in the income

statement of the respective periods.

Share options granted under the pre-listing share options scheme
are not expensed as the options were all granted and vested before

7 November 2002 and not subject to requirements of HKFRS 2.

The estimated fair value of each option granted on 7 July 2005, 13
July 2006, 24 July 2006 and 21 March 2007 are approximately
HK$0.0299, HK$0.0226, HK$0.0188 and HK$0.0384.

The fair values were calculated using the Black-Scholes pricing

model. The inputs into the model were as follows:

24, B RESTE - &

(b) LT
fi i

(i)

(ii)

(iii)

rERE-&

AEERBERERESEREBEER
AEREELERBEZATERAS
- IR B UARR D B B 2 A AR
BAREREEL N EEURND AR
B2 RFEETDRBRERE ATE
HEFRERTEEERERERARRK
MimBEERBEREBKR R =
FT+—AtHEAERE BR=_ZEZTH
F-—A—BHRBEZBRERKT
RAEBEE 2 B REB PG -

HNIRE E WA AR IR 28
BEAN-ZZT_F+—-FLHAR
HEEBSBE XA E B R
HERIF 257 PR - a3 8 2 SHRZ R A
o

RZZEZTRFLALH ZTTRF
tA+=B =TT X"EtA=+mM
BR=-ZEZ+HF=A=-+—HBEEZ
BHEEREZGHFATFEIINOR
0.0299/% 7T * 0.02267%5 7T * 0.0188/% 7T
120.03847% 7T

RFETIAE N — &7 A AT R EE
B E -HZERBAZERNT

Share options grant date

BRESLAEH

7 July 2005 13 July 2006 24 July 2006 21 March 2007

—Z2ERF —EEARE —EEARE —EELE
Date of grant S EEER tAtH tBA+=H +tA=+mAHA =A=+—H
Stock asset price M & EE HK$0.102/8 7T HK$0.83/%5 7T HK$0.82/% T HK$0.51/8 7T
Exercise price TEE HK$0.079/& 7t  HK$0.62787C  HK$0.62B7T  HK$0.51%E T
Expected volatility TEHDK 18 10.23% 57.06% 44.89% 119.62%
Expected life T B B R 10 yearsF 0.25 years& 0.25 years 0.25 years®
Risk-free rate mE e X 3.130% 3.984% 3.830% 3.682%
Expected dividend yield T8 HA AR B B 3R 0% 0% 0% 0%

The volatility measured at the standard deviation of expected share
price returns is based on statistical analysis of daily prices over the
one year immediately preceding the grant date. The above
calculation is based on the assumption that there is no material
difference between the expected volatility over the whole life of the
options and the historical volatility of the shares set out as above.
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Notes to the Financial Statements

24. SHARE OPTION SCHEME - continued
(b) Post-listing share options — continued

Notes: — continued

(iv)

(vi)

Because the Black-Scholes option pricing model requires the input
of highly subjective assumptions, including the volatility of share
price, changes in subjective input assumptions can materially affect

the fair value estimate.

On 11 April 2006, the Company completed the issue of
172,465,166 rights shares. Pursuant to the terms of the pre-listing
and post-listing share options schemes, the exercise prices of the
share options were adjusted accordingly. The new exercise price per
share and the number of shares subject to the outstanding share
options after the rights issue under the pre-listing and post-listing
share option schemes are 1,034,400 shares exercisable at
HK$0.541 each and 4,848,750 shares exercisable at HK$0.079

each respectively.

On 16 February 2007, the Company issued 355,523,083 offer
shares by an open offer at a subscription price of HK$0.08 per offer
share on the basis of one offer share for every two shares held on
record date. Pursuant to the terms of the pre-listing and post-listing
share options schemes, the exercise prices of the share options
were adjusted accordingly. The new exercise price per share and the
number of shares subject to the outstanding share options after the
open offer under the pre-listing and post-listing share option
schemes are 1,368,822 shares exercisable at HK$0.409 each and
39,699,000 shares exercisable at HK$0.627 each (granted on 13
July 2006) and 16,541,250 shares exercisable at HK$0.62 each
(granted on 24 July 2006) respectively.

As at 31 March 2008, 148,674,085 share options are exercisable.

B %5 Ak By &
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24, B RERTE - &
(b) LR E— &
Fit it —

(iv)

(vi)

HRENR —S BT EERASE
EREIBLRR BRERONERZ
KE MEBRRZEBAEERF
ERFENMHE-

REZZFEZERNFONA+—HB AQAE
FX %17 172,465,166 8% it B A% 17 - 1R 1%
E AT R T 1R B AR A AT B 2 IR AR
BREZITEBRHRLERAR R
HAR % - E AT & k18 B AR A AT
BRRITEZ BREZ HEBRTEE
KRBT K2 RO EE D5l R0 AF K
0.5417% 7017 f# 2 1,034,4008% A% 1 &
A] LA & % 0.0797%8 7T 17 £ 2 4,848,750
A& A& 15

RZZTZTEF A+ B RARFAIE
Rtk B PEHAMRRNEE —R
BERDZEE UREEERES
A& 15 0.087% JT & B N B & 7 X BT
355,523,0830% & & fx 9 < AR 4% L1 A
Ko b 18 BB IR RE 5T 8 2 IR0 R AR
ZITEBEREEHAZE - RAME
Bk FHAT R EmiEEREEE
TRAEZBREZ NEBRITEBER
o Rkz2BRMHEBBE DR RATNRNE
fi% 0.4095% 7T 17 1 2 1,368,822 AR 17
RAIABR0.627BTITE (R=ZFF
NEEAT=B#EE) 239,699,000
B 15 R BT A F AR 0.6278 TT1TE (R =
ZEEXRELA-tTOAFEY) 2
16,541,2500% B% 15 °

R-BEN\E=A=+—RB AT
£ 2 B2 B 5148,674,085(7 ¢

ZEEBEBAEEEARAA
£ $%2007/2008
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25. TURNOVER AND REVENUE 25. EXFER W a

Turnover represents the aggregate of the net amounts received EERBRERMTKRKEERTRIRREIE
and receivable from third parties in connection with the ZR TELREE RERRINETE
installation of, engineering and management of waste water R HERREm RHE BRE K&
treatment system and environmental facilities, provision of ETRHEEEBER REFE LR
environmental analyses and measurement services, the sale of BRRTS ARRHEEREREERBE
environmental protection products, provision of related services W K FEML 28 = 25 2 B RIRF R - RN B
and manufacture of melamine and its related products, provision BREEBRRIECEER 2 EEBR
of general hospital services and provision of healthcare and HEMAZ AT :

hospital management services. An analysis of the Group’s
turnover and other revenue, for both continuing and

discontinued operations, is as follows:—

2008 2007
—EENE —EELF
HK$°000 HK$'000
FE T FAT
Continuing operations FFREREFER
Turnover: = £
Manufacture and sales of SEREERREM
environmental protection products 653 640
Provision of general hospital services RMIRE MR 67,759 =
Provision of healthcare and hospital RHBEREREERE
management services 45,753 33,057
114,165 33,697
Discontinued operations BIEREEK
Turnover: = £
Manufacture and sales of melamine and &4 K §8 & 2 iz ¥ £ &
its related products HABEm® 15,572 21,907
Installation, engineering and EKERRSGRIRRZBEEE
management of wastewater treatment TREEEE RBERROIMK
systems and environmental facilities, =R
provision of environmental analyses and
measurement services 6,206 21,917
21,778 43,824
135,943 77,521
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25. TURNOVER AND REVENUE - continued

26.

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H

25. ExXBERhm-&

2008 2007
—EEN\F —EELHF
HK$’000 HK$'000
FH&xT F%& T
Discontinued operations RILBEEKE
Other revenue: HiA:
Interest income B WA 2,555 415
Sundry income IR A 796 83
3,351 498
Continuing operations HEREEK
Other revenue: HilA:
Interest income A B A 87 88
3,438 586
DISCONTINUED OPERATIONS RIEREER

(a)

Disposal of installation, engineering and
management of wastewater treatment systems
and environmental facilities, provision of
environmental analyses and measurement
services business

On 31 October 2007, the Company entered into a sale
agreement to dispose of the Group’s installation,
engineering and management of wastewater treatment
systems and environmental facilities, provision of
environmental analyses and measurement services
business. The disposal was completed on 12 December
2007. Details of the assets and liabilities disposed of are
disclosed in Note 37(a).

() HESKEEBRKRRRRIE

ZE-IRREE RHERRKRD
TR ERE XK

R-EZELFTHA=+—B &2
A - EH#E HEAKH
BREERGRIRRR LR T
BREE RERRI>TLER
BREBE - LEER_TTLF+
“AtT-BEK-FRCLEZE
ER B ERMKE37(E)HE-

ZEEBEBAEEEARAA
£ $%2007/2008
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26. DISCONTINUED OPERATIONS - continued
(b) Disposal of manufacture and sale of melamine

and its related products business

On 15 February 2008, the Company entered into a sale

agreement to dispose of the Group’s manufacture and sale

of melamine and its related products business. The disposal

was completed on 28 March 2008. Details of the assets

and liabilities disposed of are disclosed in Note 37(b).

26. RILEEXK - &

(b)

HERERHEZTRERREA
HRERRHK

RZZZENF_A+AB XAH
AY—hhEw#H HEXAKEH
EREEERERREEABEME
B-HEER-_ZEZNF=ZA-1
NEZEK-EREHEZEENRA

BRI E370)EE -
2008 2007
—EENF —ZETLF
HK$'000 HK$'000
FERT T
Loss for the year from RECKRLIREEBCFEEE
discontinued operations
Revenue W & 21,865 43,912
Expenses X H (23,334) (45,730)
Loss before taxation B B BT & 18 (1,469) (1,818)
Taxation I (8) =
(1,477) (1,818)
Gain on disposal of operations HEXEBHY = (BELEMEAQF
(including approximately B 4 %96,491,000/%8 7T 2
HK$6,491,000 reversal of bE S )
translation reserve on disposal of
subsidiaries) 4,634 _
Profit/(loss) for the year from REERIEREERZ
discontinued operations FE&EHM/(EE) 3,157 (1,818)
Cash flow from RIEREXBZHAERE
discounted operation
Net cash flows from KEXB 2 FHRERE
operating activities 73,758 904
Net cash flows from KEZB 2 FHRERE
investing activities (327) (124)
Net cash flows from MEFRDHFHERE
financing activities (149) (76)
Net cash flows FREME 73,282 704
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27. (LOSS)/PROFIT FROM OPERATIONS

B %5 Ak By &

31 March 2008 —ZZN\F=A=+—H

27. K& (5| aF

(Loss)/profit from operations has been arrived at after charging: KRR (B18) Jw A &R T 518
5 418
Continuing operations Discontinued operations Consolidated
HEREEY RIESEER &4
2008 2007 2008 2007 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—EENE ZTTLF —EEN\E ZTTLF —EENE ZTTLF
TER THET TER TET TER THT
Directors' remuneration (Note 28) =M S (K28 2,004 2,269 - - 2,004 2,269
Other staff's retirement benefits Hih 8 T 2RIK
scheme contributions T8 3t B 50 88 65 - 425 88 490
Other staff costs Hi 8 TR A 7,831 5,756 2,449 5,174 10,280 10,930
9,923 8,090 2,449 5,599 12,372 13,689
Auditors' remuneration ZH A& 880 580 - - 880 580
Provision for impairment losses of & 5 K E A
trade and other receivables [E YR IE R (B
BIREMR - 67 - - - 67
Provision for obsolete inventories REFERE 592 66 - - 592 66
Cost of goods sold BEEEmAA 473 563 17,784 32,458 18,257 33,021
Amortisation of prepaid BRAEHEEH
lease payments 727 - - - 727 -
Depreciation of property, VEN T
plant and equipment R E
— owned by the Group -HAEEEE 4,806 540 1,523 1,624 6,329 2,164
— held under finance leases - RERE
BOEE - - - 98 - 98
Loss on disposal of property, HENE BER
plant and equipment REER 229 317 351 - 580 317
Operating lease rentals in respect of ~ Fttit RiEF 2
land and buildings weAnte 2,315 1,108 - 127 2,315 1,235
Derecognition of derivative BOH#ERATE
financial instruments SRIA 188 - - - 188 -
Loss on disposal of subsidiaries HEHRBARZ
B8 14,580 - - - 14,580 -
and after crediting: R A:
Other income: HAWA
Gain on disposal of subsidiaries HEHRBARZ
Yigs - - 4,634 - 4,634 -
Net exchange gain B 5 W 2 % F8 6,759 - - - 6,759 =
Reversal of trade and BoREM
other payables JE R AR B 142 = - = 142 =
6,901 - 4,634 - 11,535 -
ZEEBEBAEEEARAA
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28. DIRECTORS' REMUNERATION

The remuneration of every director for the year ended 31 March

2008 and 2007 are set out below:

28. EEM =

BH=E

TEN\ER

— ==

— ==

=

gé

+tE=H=+

—FE-BREFZMEFIIOT:

Performance Retirement
Salaries and related incentive benefits scheme
Fees other benefits payments contributions Total
ne FeRAMER RERBRBAR BIREAHHER @it
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
“E3\f C-TTtF ZBBN\F _-TTtF C-BEN\F _-TTtF CZBENE C-TTtF ZBINF CITTtF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER THT TET FHT TET FHT TET FHT TET FET
Executive Directors #{TEZE
Yung Kwok Leong SER - = 708 416 - = 12 - 720 416
Sham Ngai Pan TLRIE
(appointed on 25 (RZBBRE
April 2006) mA=t+&A
BZR) = - m 525 - - 9 - 180 525
Weng Jiaxing SME
(resigned on 1 (R=Z5+F
August 2007) NR—8
) - - 31 447 - - 1 - 32 447
Chen Jin Shan Bl
(appointed on 25 (R=ZZRE
April 2006) MA=+hA
EZ2ff) - - 60 362 - - - - 60 362
Jiang Tao ER
(appointed on 3 (R=%%t%
January 2007) —A=8
BZ) = - 215 335 - - - - 215 335
Zheng Gang g
(appointed on 1 (R=FZtF
August 2007) NR—8H
EZT) - - 489 - - - 8 = 497 =
= - 1,674 2,085 = - 30 - 1,704 2,085
Non-Executive FUTES
Directors
Wong Yu Man, IRE
James (appointed (R=%%t%
on20 March2007) =A=1H
BZE) - - 115 4 - - 5 - 120 4
Independent BUkHf
Non-Executive E=
Directors
Chan Ping Kuen, RiNE
Frandis (resigned (RZZZ+4E
on 1 November +—A-AH
2007) BHE) 35 60 - - - - - - 35 60
Hsu William Shiu Foo, R &%k 60 60 - - - - - - 60 60
Wong Ka Wai, ERE
Jeanne (appointed (R=2T+F
on 1 November +—A-A
2007) EZf) 25 - - - - - - - 25 -
Yu Chai Mei REX 60 60 - - - - - - 60 60
180 180 - - - - - - 180 180
180 180 1,789 2,089 - - 35 - 2,004 2,269
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28.

29.

DIRECTORS’ REMUNERATION - continued

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

any emoluments during the year.

During the year ended 31 March 2007, the other benefits
represented the equity-settled share-based payment expenses
for share options granted to the directors amounted to
approximately HK$1,623,000.

EMPLOYEES' EMOLUMENTS

Three executive directors of the Company included in the
aggregate emoluments of the five highest paid individuals (2007:
four). The aggregate emoluments of the two (2007: one) highest

paid individual is as follows:

28.

29.

Notes to the Financial Statements
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EEME-&|

RAFE AEBLBARLEBHALT
(BHEEREER) IS RN
B 7R R B o e 25 10 R % SRR BR 4 0 -
mEENRFERELAMS-

REBEE_ZET+F=A=+—HILFE"
Hih@EAEpmE TEE cBIRENELR
BERUARODABEBRZNRFAZAL
1,623,000/ T °

BEMS
XNThERSFALZHEEETE
R=2ARRARTER(ZZTZTLF: O
) B (ZEZLEF —R)RSFA
TZMEeRBEMT:

2008 2007

—EENE T AF

HK$’000 HK$'000

TBxT F%& 7T

Basic salaries and allowances HEAR#H e MEB 497 604
Retirement benefits scheme contributions iR /K18 A 51 21 f 7 21 12
518 616

During the year ended 31 March 2007, the other benefits
represented the represented the equity-settled share-based
payment expenses for share options granted to the employees

amounted to approximately HK$340,000.

None of the above five highest paid individuals received

emoluments in excess of HK$1 million.

RBE_ZT+LF=RA=+—"HLFE"

Hi@ANAME TRE ZBREFL 2
BREEEARND SERZNFREAXD
340,000/% 7T

NEREEZEHZREHFA TR ZB &I T
1,000,000 7T ©

ZEEBEBAEEEARAA
£ $%2007/2008
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30.

31.

FINANCE COSTS

Continuing operations

30. MBEH

Discontinued operations Consolidated

HEREEY RIERSEER &RE
2008 2007 2008 2007 2008 2007
—EEN\E ZTTLE —EEN\E ZETtE —EENE ZTTLE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FTET TER TET TER TAT
Interest on: WTRIEE ZHE
~ bank borrowings wholly repayable — AR AFR
within five years 2HEERZ
RITER 306 286 - 9 306 295
— finance leases -REMEN - - 60 31 60 31
306 286 60 40 366 326
Imputed interest ARREEZ
on convertible notes HEM S 1,988 623 - - 1,988 623
Imputed interest ARRBZ
on promissory notes HEF S 1,111 = = - 1,111 =
3,405 909 60 40 3,465 949
TAXATION 31. Bi1E

No provision for Hong Kong Profits Tax has been made in the

financial statements as the Group incurred a taxation loss for the

year. Provision on profits assessable elsewhere has been

MR ARER AN FEEEMBER Hit
WEAEFBERRAETENFRIEL G-
Hit R 2 R B G M R IE AR B X

calculated at the rates of tax prevailing in the countries in which

the Group operates, based on existing legislation, interpretations

and practices in respect thereof.

Continuing operations

GHREBRZRB LD 2R RE &
BRI R EEE-

Discontinued operations Consolidated

HEREEY RIERSEER &RE
2008 2007 2008 2007 2008 2007
—EZNE ZTTtF —ZZN\§ ZTT R “EENE ZTTtF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR TER THT TET TAT
Current taxation: AR IA -
Provision for the year REERE
- PRC — 6,496 1,227 8 = 6,504 1,227
Deferred tax recognised FARER
during the year EEFA (320) = = = (320) =
6,176 1,227 8 - 6,184 1,227
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31.

TAXATION - continued

The charge for the year is reconciled to the (loss)/profit before

taxation per the consolidated income statement as follows:

Notes to the Financial Statements
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1. HE - &

AEEXHEGESBRERMAIIRBAT (&

8) ez HERNT

For the year ended 31 March 2008 BE-_TEN\F=ZA=+-HLEFE
Hong Kong PRC Korea Total
B H g @
HK$'000 HK$'000 HK$’000 HK$'000
TET TET TER TER
(Loss)/profit before BRBiA (B18) /
taxation bkl
- Continuing operations — #5848 & £ 7 (17,808) 13,054 - (4,754)
- Discontinued operations — 4 | 48 & % 7% - 2,148 1,017 3,165
(17,808) 15,202 1,017 (1,589)
Tax at applicable income %78 A FT/5 % =
tax rate FTEZHIE (3,116) (17.5%) 3,801 25.0% 145 14.3% 830 52.2%
Tax effect of expenses and 7~ ] 4074 5
income not deductible ~ HZE&Hi 2
or taxable for tax X REAZ
purposes By e 127 0.7% 777 5.1% (145) (14.3%) 759 47.9%
Tax effect of decrease &A= Fur (i¥pd
in applicable tax rate ~ HBFE - - 1,926 12.7% - - 1,926 121.2%
Tax effect of tax losses 3 & fE 2 Z WA
not recognised BEZHBTE 2,669 15.0% - - - - 2,669 167.9%
Tax charge and effective AFEHRBZH K
tax rate for the year ERH= (320) (1.8%) 6,504 42.8% = = 6,184 389.2%
For the year ended 31 March 2007 BE-_TZLtF=ZA=+-HLEFE
Hong Kong PRC Korea Total
) FE [ @i
HK$'000 HK$'000 HK$'000 HK$'000
TEL TET THT THT
Profit/(loss) before BRBRAEF
taxation (E#)
— Continuing operations — & L& 75 (26,676) 36,590 = 9,914
- Discontinued operations — 4% | 4% & % 7% - 998 (2,816) (1,818)
(26,676) 37,588 (2,816) 8,096
Tax at applicable income 1z & F 715 i &
tax rate AEZHE (4,669) (17.5%) 12,404 33.0% (403) (14.3%) 7,332 90.6%
Tax effect of expenses and 7~ & 307 &
income not deductible /A& 2
or taxable for tax X REAZ
purposes By e (487) (1.8%) (11,177) (29.7%) 403 14.3% (11,261) (139.1%)
Tax effect of tax losses W EHER 2 FiE
not recognised BEZHBYE 5,156 19.3% - - - - 5,156 63.7%
Tax charge and effective RNEEHRBZH K
tax rate for the year BRRH - - 1,227 3.3% - - 1,227 15.2%
ZEEBEBAEEEARAA
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32. LOSS ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY
For the year ended 31 March 2008, net loss of approximately
HK$25,179,000 (2007: HK$9,384,000) has been dealt with in

32. ARFIREFEAEBEER
HE_TT N\F=ZA=+—HILFEZ
548 7% BE #925,179,0008 T (ZZEE £
£ :9,384,000/ 7T) B 5t A2 & B 75

the financial statements of the Company. Ko

33. (LOSS)/EARNINGS PER SHARE 33.

From continuing and discontinued operations

R (B8 BF
RERBCERRILEEES
ARAREHEABESREARES
(B51R) /BFITIR B T B &

The calculation of the basic and diluted (loss)/earnings per share

attributable to the equity holders of the Company is based on

the following data:

2008 2007
—EENE —ZTTLF
HK$'000 HK$'000
FTER T
(Loss)/profit attributable to equity RARIRAFEEG AEWN
holders of the Company (E1#8) mF (17,891) 5,981
Interest expense on convertible notes MR ERZHE X H
(net of tax) (kR FIERE) - 514
(Loss)/profit for the purpose of diluted RBUFFESR#EERN 2
earnings per share (BH) &7 (17,891) 6,495
2008 2007
—ZEENE ZTTLF
Weighted average number of BB AT I AR I S 19 B
ordinary shares in issue 1,694,741,344 639,693,935
Adjustments for assumed exercise of AR 2 BRER AT &
share options - 157,609,072
Adjustments for assumed exercise of MABRIER 2 BRBITERELH
warrants - 103,414,000
Adjustments for assumed conversion of HABMBERRZRER
convertible notes M P - 15,527,950
Weighted average number of ordinary RBAFFEBREERN 2
shares for the purpose of diluted I3 AR N RE 19 2
earnings per share 1,694,741,344 916,244,957
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33. (LOSS)/EARNINGS PER SHARE - continued

From continuing operations
The calculation of the basic and diluted (loss)/earnings per share
from continuing operations attributable to the equity holders of

the Company is based on the following data:

Notes to the Financial Statements
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33. R (BB) B -&

REFHELERER
ARRIEARBEABRGBREFBERLER
Bz E8RERNREE (BR) B THR
BATEERE:

2008 2007
—EENE ZTTLEF
HK$°000 HK$'000
FER T
(Loss)/Profit attributable to equity KABIRAFEAE AR
holders of the Company (F518R) % (17,891) 5,981
Add: (Profit)/Loss for the year from MRERIEREEERZ
discontinued operations FE (&) EE (3,157) 1,818
(21,048) 7,799
Interest expense on convertible notes AR ER M ERX
(net of tax) (B FIE) = 514
(Loss)/Profit for the purpose of diluted RBAFFEBR#EERN 2
earnings per share (BH) &7 (21,048) 8,313

The denominators used are the same as those detailed above for

both basic and diluted earnings per share.

From discontinued operations

Basic earnings per share for the discontinued operations is
HKO0.19 cents per share (2007: loss of HKO.28 cents per share)
and diluted earnings per share for the discontinued operations is
HKO.19 cents per share (2007: loss of HK0.28 cents per share),
based on the profit for the year from the discontinued operations
of approximately HK$3,157,000 (2007: loss of HK$1,818,000)
and the denominators detailed above for both basic and diluted

loss per shares.

PIERAz 7 B FEXER RN EER
ERREERN 2D EER-

REKRIEREEK

IR IB A% |48 KT F [ )4 F11 493,157,000
BT (ZZEZT+4:E181,818,000%8 7T)
REXHMABIEAESRERAREEE
BB RIEREEBZBRER
BN ABROIGBIWN(ZETLF K
E180.288 1) MR LR E XK BRE
BEBRAERIGENL (ZTTLF:
A% E518.0.288 L) -

ZEEBEBAEEEARAA
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33. EARNINGS PER SHARE - continued

The calculation of diluted (loss)/profit per share for both
continuing and discontinued operations did not assume the
exercise of the convertible notes and share options existed at 31
March 2008 as the exercise of convertible notes and share

options would reduce loss per share, therefore anti-dilutive.

Diluted earnings per share is calculated adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares for the year
ended 31 March 2007. The Company has three categories of
dilutive potential ordinary shares: convertible notes, warrants

and share options.

The convertible notes and warrants are assumed to have been
converted into ordinary shares and the net profit is adjusted to
eliminate the interest expenses of convertible notes less the tax

effect.

For the share options, a calculation is done to determine the
number of shares that could have been acquired at fair value
(determined as the average annual market share price of the
Company’s shares) based on the monetary value of the
subscription rights attached to outstanding share options. The
number of shares calculated as above is compared with the
number of shares that would have been issued assuming the

exercise of the share options.

Hua Xia Healthcare Holdings Limited
Annual Report 2007/2008
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BhEeRsBRER AEREEE
==
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ZA=+—BLFEMAEEHEBT .Y
BARE BTN E B BT E AR NE RS
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34. DIVIDENDS

The directors do not recommend the payment of any dividend in
respect of the year ended 31 March 2008 (2007: Nil).

35.

36.

PLEDGED ASSETS
At 31 March 2008 and 31 March 2007, certain bank deposits of

the Group were pledged as collateral for certain banking

facilities. The Company had not pledged any assets at the

balance sheet date.

ACQUISITION OF SUBSIDIARIES

(a)

On 13 March 2007, a wholly owned subsidiary of the
Company, Wisdom Rise Group Limited (“Wisdom Rise"),
entered into an agreement with an independent third party
(the “Vendor 1") to acquire the entire issued share capital
of Hero Vision Enterprises Limited (“Hero Vision”), all
obligations, liabilities and debts owing or incurred by Hero
Vision to the Vendor 1 for a consideration of approximately
HK$116,300,000. The consideration was settled by cash of
HK$11,250,000, issue of 170,320,000 ordinary shares of
HK$0.05 each of the Company, which were alloted, issued
and credited as fully paid at the price of HK$0.352 each,
issue of HK$33,000,000 convertible notes and issue of
HK$12,097,360 promissory note. The acquisition was
completed on 9 May 2007. The aggregate amount of
goodwill arising as a result of the acquisition is
approximately HK$194,820,000.
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34. B2

35.

36.

EETEARBE_ZTZN\F=ZA=1+
—BEFERNEARE (ZTTLF:
&) -

EEERMA
R-FTENF=A=t-AR=TTL
F=A=+—RA ~EEETRIERE
{EER (EADSRTERZEM G A
DARIREE B R (A

W B8 Bt B 4 ]

@ R-ETLF=ZA+=A A£H
2 2 & W B A & Wisdom Rise Group
Limited ( [ Wisdom Rise] ) 8 — £ 5§
NE=ZF([E—REH]) LW
FOMEERCEARAR ([#
RN HEBRITRE FAHER
BRIBEREFEF-—BEAZE
T BBEREBEBERELN A
116,300,000% 7T + B B ¥ %
11,250,0007% 7T * 817 R 2 A IR A&
H170,320,0004% & 1% E {80.05/% 7T

TR (BB 2 RS R0.352
BT B BT RARIME
R ) ~ % 1733,000,0007% JT 2 Al #
A& = 1% % #%5 4712,097,3607% It 2
AREBRIH - WBEEER_TT+
FRANBREK ARBWEME
2 EEESTELR194,820,000
BT e

ZEEBEBAEEEARAA
£ $%2007/2008
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36. ACQUISITION OF SUBSIDIARIES - continued

36. WEMTE R — &

(@) - continued (@) —#&
Acquiree’s
carrying
amount before
combination
and fair value
& BtA
W s
ZEREE
ZAYE
HK$'000
FAT
Net liabilities acquired: FriiiE v B EFE
Property, plant and equipment ME -BERERE 11,949
Prepaid lease payments TR ERIEA 28,479
Inventories EE 301
Trade and other receivables and deposits B RHEMERFER S 18,761
Cash and bank balances e NIRRT 13,907
Trade and other payables B 5 &k H b fEI 5B (77.277)
Minority interests DER R (8,481)
Net liabilities BEFE (12,361)
Goodwill arising on acquisition (Note 11) WEEEAZEE (HE11) 194,820
Total consideration at fair value BREZATE 182,459
Total consideration at fair value satisfied by: BREZ RAFEUATHE NI
Cash Re 11,250
Consideration shares RERKR G 105,598
Consideration Notes 2 MR ER= 54,750
Promissory notes A EE 10,861
182,459
Net cash inflow arising on acquisition: WHEMEEX 2R RAFE:
Cash consideration paid ENBESKE (11,250)
Cash and bank balances acquired B s 2 R & RIRTT 4 8 13,907
2,657
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36. ACQUISITION OF SUBSIDIARIES - continued

(a)

— continued

Notes:

(i) The contracted value of the acquisition was HK$116,300,000 and
the difference between the fair value and the contracted value of
consideration paid was approximately HK$66,159,000.

(i) The fair value of the consideration shares is determined based on
the quoted closing price of the Company’s share of HK$0.62 at the
date of acquisition and 170,320,000 shares.

(iii) If the acquisition had been completed on 1 April 2007, total Group
turnover for the year would have been approximately
HK$115,529,000, and loss for the year would have been
approximately HK$7,429,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication of
turnover and results of the Group that actually would have been
achieved had the acquisition been completed on 1 April 2007, nor

is it intended to be a projection of future results.

(iv) The subsidiary acquired during the year contributed approximately
HK$68,878,000 to the Group’s turnover and profit after tax of
approximately HK$20,332,000 to the Group for the year.

(v) Goodwill arose in the business combination because the cost of the
combination included a control premium paid to acquire Hero
Vision. In addition, the consideration paid for the combination
effectively included amounts in relation to the benefit of expected
synergies, revenue growth, future market development and the
assembled workforce of Hero Vision. These benefits are not
recognised separately from goodwill as the future economic
benefits arising from them cannot be reliably measured.

On 14 August 2007, a wholly owned subsidiary of the
Group, Mega Mix Group Limited (“Mega Mix"), entered
into an agreement with an independent third party (the
“Vendor 2") to acquire the entire issued share capital of
Merry Sky Investments Limited (“Merry Sky”), all
obligations, liabilities and debts owing or incurred by the
Merry Sky to the Vendor 2 for a consideration of
approximately HK$71,851,000. The consideration was
settled by cash of approximately HK$36,851,000 and issue
of 88,607,595 ordinary shares of HK$0.05 each of the
Company, which were allotted, issued and credited as fully
paid at the price of HK$0.395 each and the acquisition was
completed on 8 October 2007. The aggregate amount of
goodwill arising as a result of the acquisition is
approximately HK$64,098,000.
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36. ACQUISITION OF SUBSIDIARIES - continued 36. WEMIB AR — &

(b) - continued by —#&
Acquiree’s
carrying
amount before
combination
and fair value
& BtAl
WU E A
ZERHEE
kAT E
HK$'000
F%& T
Net liabilities acquired: FriiiE v B EFE
Property, plant and equipment ME -BERERE 7,837
Inventories FE 969
Trade and other receivables and deposits BSNEMEWGKIENT 1,266
Cash and bank balances HEe RIBITHER 2,650
Trade and other payables B 5N E b ERFRIE (16,451)
Minority interests L EIRR (2,253)
Net liabilities BEFE (5,982)
Goodwill arising on acquisition (Note 11) W EE 22 (HaE11) 64,098
Total consideration at fair value BREZAFE 58,116
Total consideration at fair vaule satisfied by: BREZAFEAT ARSI
Cash & 36,851
Consideration shares RAB IR 21,265
58,116
Net cash outflow arising on acquisition: WHEFTE £ 2 IR B HFEE
Cash consideration paid ENBEERE (36,851)
Cash and bank balances acquired BUiE 2R e MIRTHE 2,650
(34,201)
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Notes to the Financial Statements

36. ACQUISITION OF SUBSIDIARIES - continued

(b)

— continued

Notes:

0]

(i)

(iii)

(iv)

The contracted value of the acquisition was HK$71,851,000 and
the difference between the fair value and the contracted value of

consideration paid was approximately HK$13,735,000.

The fair value of the consideration shares is determined based on
the quoted closing price of the Company’s share of HK$0.24 at the
date of acquisition and 88,607,595 shares.

If the acquisition had been completed on 1 April 2007, total Group
turnover for the year would have been approximately
HK$116,229,000, and loss for the year would have been
approximately HK$8,337,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication of
turnover and results of the Group that actually would have been
achieved had the acquisition been completed on 1 April 2007, nor

is it intended to be a projection of future results.

The subsidiary acquired during the year contributed approximately
HK$12,517,000 to the Group’s turnover and profit after tax of
approximately HK$1,015,000 to the Group for the year.

Goodwill arose in the business combination because the cost of the
combination included a control premium paid to acquire Merry Sky.
In addition, the consideration paid for the combination effectively
included amounts in relation to the benefit of expected synergies,
revenue growth, future market development and the assembled
workforce of Merry Sky. These benefits are not recognised
separately from goodwill as the future economic benefits arising

from them cannot be reliably measured.

On 28 December 2007, a wholly owned subsidiary of the

Group, Long Wider Limited (“Long Wider”), entered into

an agreement with an independent third party (the

“Vendor 3") to acquire the entire issued share capital of

Direct Way Group Limited (”Direct Way"), all obligations,

liabilities and debts owing or incurred by Direct Way to the

Vendor 3 for a consideration of approximately
HK$49,580,000. The consideration was settled by cash

and the acquisition was completed on 22 February 2008.

The aggregate amount of goodwill arising as a result of the

acquisition is approximately HK$50,658,000.
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36. ACQUISITION OF SUBSIDIARIES - continued

36. WEMTE R — &

— continued  —#&
Acquiree’s
carrying
amount before
combination
and fair value
& BtAr
WUk B A
ZERHEE
kA¥E
HK$'000
T
Net liabilities acquired: Frik g - B & FE:
Property, plant and equipment Y- B R E 4,409
Inventories FE 234
Trade and other receivables and deposits B REMERFERT S 2,121
Cash and bank balances IR & RIRTT 4 1,430
Trade and other payables B 5 & H b & kI8 (8,194)
Minority interests DER R =S (1,078)
Net liabilities BEFE (1,078)
Goodwill arising on acquisition (Note 11) WHEEEZmE (BaE11) 50,658
Total consideration at fair value mREZAYE 49,580
Total consideration satisfied by: BREATH X Z A
Cash RE 49,580
Net cash outflow arising on acquisition: WEEMEE RS ML IFE:
Cash consideration paid BERNBEESKRE (49,580)
Cash and bank balances acquired B 2R RIRITEH 1,430
(48,150)
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36. ACQUISITION OF SUBSIDIARIES - continued

(0)

— continued

Notes:

(i)

(i)

(iii)

If the acquisition had been completed on 1 April 2007, total Group
turnover for the year would have been approximately
HK$114,165,000, and loss for the year would have been
approximately HK$8,223,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication of
turnover and results of the Group that actually would have been
achieved had the acquisition been completed on 1 April 2007, nor

is it intended to be a projection of future results.

The subsidiary acquired during the year contributed approximately
HK$191,000 to the Group’s turnover and loss after tax of
approximately HK$387,000 to the Group for the year.

Goodwill arose in the business combination because the cost of the
combination included a control premium paid to acquire Direct Way
Limited. In addition, the consideration paid for the combination
effectively included amounts in relation to the benefit of expected
synergies, revenue growth, future market development and the
assembled workforce of Direct Way. These benefits are not
recognised separately from goodwill as the future economic

benefits arising from them cannot be reliably measured.

On 24 November 2006, the Group acquired 76% interest

of the issued share capital of Day View Group Limited and

the loan from shareholders for a consideration of

approximately HK$96,860,000 and was settled by cash of
approximately HK$20,000,000 and the issue of
126,000,000 ordinary shares of HK$0.05 each in the share
capital of the Company, which were allotted, issued and

credited as fully paid at the price of HK$0.61 each. The

aggregate amount of goodwill arising as a result of the

acquisition was approximately HK$47,372,000.
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=
— 8

B E :

(i)

(ii)

(iii)
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36. ACQUISITION OF SUBSIDIARIES - continued 36. WEMIB AR — &

(d) - continued dy —4%&
Acquiree’s
carrying
amount before
combination
and fair value
& BFAl
WU EE T
ZEREE
EAFE
HK$'000
T 7T
Net assets acquired: Frik g 2 & EFE:
Property, plant and equipment Y- B R E 1,314
Trade and other receivables and deposits B hEMEKRFIENT® 25,685
Cash and bank balances He RIFTTHE % 83
Trade and other payables B 5 & E b EFIE (1,514)
Loan from shareholders & R E (15,163)
Net assets BEFE 10,405
Acquisition of 76% of net assets WEE76% & E FE 7,908
Goodwill arising on acquisition (Note 11) W EE 2 E (aE11) 47,372
Total consideration at fair value BREZAFE 55,280
Total consideration at fair value satisfied by: BRREBZAFENATIAFXNZ:
Cash B 20,000
Consideration shares K AB % 17 35,280
55,280
Net cash outflow arising WHEFTEE 2R &M HFEE:
on acquisition:
Cash consideration paid BERRERE (20,000)
Cash and bank balances acquired B 2R RIRITHEH 83
(19,917)
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36. ACQUISITION OF SUBSIDIARIES - continued

(d)

— continued

Notes:

(i) The difference between the fair value and the contracted value of
consideration shares paid in respect of the acquisition of the
acquired subsidiary.

(ii) The fair value of the consideration shares is determined based on
the quoted closing price of the Company’s share of HK$0.28 at the
date of acquisition and 126,000,000 shares.

(iii) If the acquisition had been completed on 1 April 2006, total Group
turnover for the year would have been approximately
HK$78,256,000, and profit for the year would have been
approximately HK$16,974,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication of
turnover and results of the Group that actually would have been
achieved had the acquisition been completed on 1 April 2006, nor

is it intended to be a projection of future results.

(iv) The subsidiary acquired during the year contributed approximately
HK$8,446,000 to the Group’s turnover and profit after tax of
approximately HK$5,990,000 to the Group for the year.

(v) Goodwill arose in the business combination because the cost of the

combination included a control premium paid to acquire Day View

Group Limited. In addition, the consideration paid for the
combination effectively included amounts in relation to the benefit
of expected synergies, revenue growth, future market development
and the assembled workforce of Day View Group Limited. These
benefits are not recognised separately from goodwill as the future

economic benefits arising from them cannot be reliably measured.

37. DISPOSAL OF SUBSIDIARIES

(a)

On 31 October 2007, the Company entered into a sale and
purchase agreement that the Company agreed to sell the
entire issued share capital of Rightime Development
Limited (“Rightime”) and all debts, liabilities and
obligations of Rightime owing or incurred by Rightime to
the Company whether actual, contingent or deferred and
irrespective of whether or not the same is due and payable
as at the date of completion of the Disposal (the “Sale
Loan”) for a total consideration of HK$1,900,000. The
disposal was completed on 12 December 2007 and the

gain of such disposal was approximately HK$2,124,000.

(d)
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37. DISPOSAL OF SUBSIDIARIES - continued 37. HEMBELE - &
(@) - continued (@) —#&
Summary of the effects of the disposal of subsidiaries are HENBAR 2 EHMBAT:
as follows:
2008
—EENFE
HK$’000
FTERT
Net assets disposed of: FThE v EEFE:
Property, plant and equipment Y- B R E 695
Trade and other receivables and deposits B REMBWRIERE® 1,310
Amount due to the Company FE AR DT 2 I8 7,972
Cash and bank balances Re RIBITER 122
Trade and other payables B 5N E b ESFRIE (10,015)
84
Release of translation reserve % b B S (308)
Gain on disposal & = 2,124
Total consideration BRE 1,900
Satisfied by: AT 3 2 AT
Cash Be 1,900
Net cash inflow arising on disposal: HEMEEZRERAFE:
Cash consideration RERE 1,900
Cash and bank balances B MIRTTHE (122)
Net inflow of cash and cash equivalents RekReFEEE RAFE 1,778
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37. DISPOSAL OF SUBSIDIARIES - continued

(a)

— continued

For the period from 1 April 2007 to the date of disposal,
the above subsidiaries were engaged in investment
holding, installation, engineering and management of
fresh water treatment system, and environmental facilities,
provision of environmental analyses and measurement
services. The turnover contributed by the subsidiaries was
approximately analyses HK$6,206,000 and loss of
approximately HK$1,107,000 has recognised in the
Group’s loss for the year ended 31 March 2008.

On 15 February 2008, the Company entered into a sale
and purchase agreement that the Company agreed to sell
the entire issued share capital of Able Development
Limited (“Able”) and all debts, liabilities and obligations of
Able owing or incurred by Able to the Company whether
actual, contingent or deferred and irrespective of whether
or not the same is due and payable as at the date of
completion of the Disposal (the “Sale Loan”) for a total
consideration of HK$83,000,000. The disposal was
completed on 28 March 2008 and the gain of such
disposal was approximately HK$2,510,000.
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37. DISPOSAL OF SUBSIDIARIES - continued

(b) - continued

Summary of the effects of the disposal of subsidiaries are

as follows:

37. HEKHEB AR — &
) —#&
HEMBARZFEMBENT:

2008
—EENF
HK$'000
FET
Net assets disposed of: FThE v EEFE:
Property, plant and equipment EN Y 12,169
Trade and other receivables B 5 & H b 8 5k IB 8,578
Deposit and prepayment e RIENKIE 3,498
Amount due to the Company JER AR A ZFRIE 80,443
Cash and bank balances IR & RIRTT 4 5 82,604
Trade and other payables B 5N E b ERFRIE (100,321)
86,971
Release of translation reserve % bR IE H (18 (6,183)
Release of statutory enterprise expansion fund  EBRATE L EBRE S (149)
Release of statutory surplus reserve BRBRIEE BB ATE (149)
Gain on disposal & s 2,510
Total consideration wR(E 83,000
Satisfied by: AT = & AT -
Cash He 83,000
Net cash inflow arising on disposal: HEMELEZRESRAFRE:
Cash consideration HeRE 83,000
Cash and bank balances Be MIRTTHE (82,604)
Net inflow of cash and cash equivalents RekReFEEBERAFE 396
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37. DISPOSAL OF SUBSIDIARIES - continued

(b)

— continued

For the period from 1 April 2007 to the date of disposal,
the above subsidiaries were engaged in investment
holding, manufacture and sales of melamine and its related
products. The turnover contributed by the subsidiaries was
approximately HK$15,572,000 and loss of approximately
HK$362,000 has recognised in the Group's loss for the year
ended 31 March 2008.

On 23 January 2008, a wholly owned subsidiary of the
Company, Day View Group Limited (“Day View") entered
into a sale and purchase agreement that the Day View
agreed to sell the entire issued share capital of Shine
Concord Enterprises Limited (“Shine Concord”) and all
debts, liabilities and obligations of Shine Concord owing or
incurred by Shine Concord to the Company whether
actual, contingent or deferred and irrespective of whether
or not the same is due and payable as at the date of
completion of the Disposal (the “Sale Loan”) for a total
consideration of approximately HK$10,498,000. The
disposal was completed on 31 January 2008 and the loss

of such disposal was approximately HK$14,580,000.
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37. DISPOSAL OF SUBSIDIARIES - continued

37. HEKB QR -

() - continued (0 —#&
Summary of the effects of the disposal of subsidiaries are HENBAR 2 EHMBAT:
as follows:
2008
—EENF
HK$°000
FTHERT
Net assets disposed of: FritE 2 &EFE:
Property, plant and equipment EN Y& 563
Trade and other receivables and deposits B MEMERFERIT S 26,856
Cash and bank balances Re RIRITEHE 457
Trade and other payables B 5N E b E R I8 (15,997)
11,879
Attributable goodwill JEAE R 17,054
Release of translation reserve % B B 34 {7 1 (3.855)
Loss on disposal & B 18 (14,580)
Total consideration wR(E 10,498
Satisfied by: AT = & AT -
Cash He 10,498
Net cash inflow arising on disposal: HEMELEZRERAFRE:
Cash consideration HeRE 10,498
Cash and bank balances e NIRRT (457)
Net inflow of cash and cash equivalents RekReFEEBERAFE 10,041

For the period from 1 April 2007 to the date of disposal,
the above subsidiaries were engaged in investment holding
and provision of hospital management services. The
turnover contributed by the subsidiaries was approximately
HK$2,011,000 and loss of approximately HK$1,561,000

has recognised in the Group’s loss for the year ended 31

March 2008.
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38. DEFERRED TAXATION 38. IE i i 1H
The following are the major deferred tax balances recognised NTRAFERBAFTERRAZEEER
and movements thereon during the current and prior year: IR R ER 2 #H):
Deferred tax liabilities: EEFIEEE:
Convertible
notes
RREE
HK$'000
T
At 1 April 2006 and 31 March 2007 RZZEZTXRFOA—ARK
—ETHHF=A=+—H -
Charge to equity for the year T A e 7 25 ST BH 501
Credit to consolidated income statement for the year F Rt A4R & BHE R (320)
At 31 March 2008 RZZBEENF=ZA=+—H 181
The following is the analysis of the deferred tax balances for TN AEUB2HRE O METZREER
financial reporting purposes: BRI :
2008 2007
—EENE —EELF
HK$’000 HK$'000
FER Fi#E T
Deferred tax assets RIETIEE &= - -
Deferred tax liabilities RIETIE & & (181) =
(181) -
At the balance sheet date, the Group and the Company has REER AEBRAQRB 2 RB AR
unutilised tax losses of approximately HK$61,244,000 (2007: B 18 9 Bl #761,244,000%% T (— T T +
HK$45,992,000) and HK$16,138,000 (2007: HK$4,627,000) F : 45,992,000/ 7T ) & 16,138,000/ JT
respectively available to set off against future assessable profit. ZEZT+F:4,627,0007% 7T) A A {EK
No deferred tax asset has been recognised in respect of the S R SR B ER T v 1) o BB A R 2R A 2R R BB
unlisted tax losses due to the unpredictability of future profits NRLAI - B A R B R T S S 1 T SRR
streams. These tax losses may be carried forward indefinitely. EMIBEE ZEVBEEEAERBL
3o

ZEEBEBAEEEARAA
£ $%2007/2008
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39. OPERATING LEASE COMMITMENTS 39. KEHMERRE

The Group were committed to make the following future RNEBBIRAER T REF 2 T 0] BiH
minimum lease payments in respect of land and buildings rented KERNITBUATRREER SN RE

under non-cancellable operating leases which fall due as follows: E|EA R :

The Group
rEHE
2008 2007
—EENE —EELF
HK$’000 HK$'000
FER FHBT
Within one year —F R 4,737 1,146
In the second to fifth years inclusive FE_EhFE (BREEME) 19,376 683
Over five years tBiE A F 27,630 30
51,743 1,859
40. COMMITMENTS 40. i
(@)  Pursuant to an exclusive right to distribute and sell and the (@ WEERRSH (TEFEILEMN FE
right to use the enzyme-based materials worldwide except FERAXR) DHERBEERERZYL 2
North America, South Korea and Japan, the Group was BERENNRERYH 2ERE &
committed to pay to an independent third party 10% of EEARBRBLE=FXHTHER
the net profit after taxation of the relevant business for 30 EREBRBEEF 10%2 5IE -
years expiring October 2028. No payments were made RH30FE - R_T - N\Ft+RAEm-
during the year as the relevant business was operating at a HRNEBEFESER BN
loss in which the loss could be carried forward to set off FEWEX M FRRIE HAERE
against future profits of the relevant business. AA#EBETRFENEEEBER
ZAREF

Hua Xia Healthcare Holdings Limited
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40. COMMITMENTS - continued

(b)
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40. RIE — &
(b)

The Group
KE
2008 2007
—EENF —EELF
HK$’000 HK$'000
FERT FAT
Commitments for acquisition of W — RN A ZAEPE
a company = 146,050
Commitments for acquisition of WM BB R 2 &I
property, plant and equipment 1,938 -
1,938 146,050
() The Company had no other significant commitments at the (0 ARRREHE B I EEMhE KK

balance sheet date.

41. CONTINGENT LIABILITIES
(a)

-

41. FAREE
(a)

The Company

KA F
2008 2007
—EENF —ETLF
HK$'000 HK$'000
FET FHET
Guarantees given to a bank, HBARFMBAZ
in respect of banking facilities RITRME EH 2 RITER
utilised by subsidiaries 10,000 10,000
ETRAEEERAT

£ $%2007/2008

G
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41. CONTINGENT LIABILITIES - continued

(b)  Jiaxing City Triumph Electric Company Limited (”Jiaxing
Triumph Electric”) had taken out action against Jiaxing City
Shugang Western and Chinese Composite Hospital Limited
("Jiaxing Shuguang Hospital”), a non-wholly owned
subsidiary of the Company, suing for rental payment of an
aggregate amount of RMB875,000 for the period from 1
September 2003 to 1 March 2006, which is claimed with
reference to annual rental payment of RMB350,000 in
respect of the leased property on which Jiaxing Shuguang
Hospital is currently occupied and operated (the “Property
in Dispute”) under a legally binding tenancy agreement
entered into with Jiaxing City Xin Kai Yuan Industrial
Trading Company Limited (“Jiaxing City Xin Kai Yuan")
who has been joined as a third party to the action (the

“Shuguang Dispute”).

In the Shuguang Dispute, whereas the Property in Dispute
is legally registered under the name of Jiaxing City Xin Kai
Yuan and a legally binding tenancy agreement has been
entered into between Jiaxing Shuguang Hospital and
Jiaxing City Xin Kai Yuan. Jiaxing City Triumph Electric
alleged that it owns part of the interest in the Property in
Dispute and that Jiaxing Shuguang Hospital has a verbal
agreement with it whereby Jiaxing Shuguang Hospital has
agreed to rent from it the Property in Dispute. As at 31
March 2008 and up to the date of approval of these
financial statements, no further action has taken place.

In the opinion of the Company’s legal advisor, the Group
has a strong defense as the Property in Dispute which is
legally registered under the name of Jiaxing City Xin Kai
Yuan and that there had been a legally binding tenancy
agreement entered into between Jiaxing Shuguang
Hospital and Jiaxing City Xin Kai Yuan, which was made in
compliance with the relevant PRC law that leasing of
property shall be made by way of written agreement, as
contrasted with the alleged verbal agreement between
Jiaxing Shuguang Hospital and Jiaxing City Triumph

Electric.

In the opinion of the directors, the Group has valid grounds
to defence the actions and as such, no provision is made in
the financial statements of the Group for its exposure to

the Shuguang Dispute.
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42. RETIREMENT BENEFITS SCHEME

43,

The Group operates a Mandatory Provident Fund Scheme (the
“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 trustee. The Group contributes 5% of
relevant payroll costs to the Scheme, which contribution is

matched by employees.

The employees of the Company’s PRC subsidiaries are members
of the state-managed retirement benefits scheme operated by
the PRC government. The Company’s PRC subsidiaries are
required to contribute a certain percentage of their payroll to the
retirement benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefits

scheme is to make the required contributions under the scheme.

SIGNIFICANT RELATED PARTY TRANSACTIONS
In addition to the transactions and balances detailed elsewhere
in the financial statements, during the year, the Group had
entered into the following significant transaction with related

parties:

Key management personnel
Remuneration for key personnel management, including amount
paid to the Company’s directors and certain of the highest paid

employee, as disclosed in Note 28, is as follows:

42,

43,
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iR 4R 18 A &t 8l
AEBATERBAAKRBERIRH
MAESHE ([58)) HBzEER
AEBZAESHRE BAREEAL
B2 E o A EIRA HF WK A 5%
FHEI R B B TR E AR R

AREFENBARZEE ST ERM
BECBEREERKREMNFERE AR
AZFEMNBARERFMAS 2ET
B 7 Lo (AR I8 5 81 4 SROA BT R AR
B A EREERKEN G 2 E— BT
AREFEEL AT R

EARABATIXRS

REI MR AME D Fil 2 25 R
Sh 4 7 AR SR B G SR A HETT T3
BEARS:

FEEEAEB
RHfE28BE 2 EBEIEASHM (
BENTARREERETHERFIEE
ZEE) WM

I Tpel)

Y

2008 2007

—EENFE ZETtF

HK$’000 HK$'000

FER FHET

Short-term employee benefits RHEERM 2,004 646
Share-based payment VARt A BB 2 5K - 1,623
2,004 2,269

EEBAEEERAT

£ $%2007/2008
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44. SUBSEQUENT EVENTS 4. FEHRSE
(@) On 26 February 2008, a wholly owned subsidiary of the (@ M-EENF_AB -+ B &AAQ

AZEEMBARRERBRERA
RIE—RBIFE =AM A
IR & X {865,200,000/% T 47 B8 4 oK
SEERARZHEBITRE 3
IA 32 B8 (& 3,400,000/% 7T 73 & 3,400
IR EBAERRDAFRG -

Company, Ally Health International Limited, entered into
an agreement with an independent third party to acquire
the entire issued share capital of Large Forever Group
Limited for a cash consideration of HK$65,200,000 and to
subscribe 3,400 new shares of Large Forever Group Limited
with subscription price of HK$3,400,000.

Acquiree’s

carrying

amount before

combination

and fair value

& BtA
WU E s
ZERHE
RA¥HE
HK$'000
T
(Unaudited)
(REEEZ)
Net liabilities acquired: FriiiE v B EFE:
Property, plant and equipment Y- B R E 671
Trade and other receivables and deposits B RHMERFIBERIZS 7
Cash and bank balances IR & RIRTT 4 5 3,229
Trade and other payables B 5 & E b e FE (3,973)
Net liabilities BEFE (66)
Goodwill arising on acquisition (Note (i) W B B A 2 g & (T EEG)) 65,266
65,200
Total consideration satisfied by: BAREBATE G R X
Cash H & 65,200
Net cash outflow arising on acquisition: WEEFTE £ 2R &M HF R
Cash consideration paid BERRERE (65,200)
Cash and bank balances acquired B 2R e RIRITEH 3,229
(61,971)
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44. SUBSEQUENT EVENTS - continued

(a)

— continued

Notes:

(i) The fair values to be assigned to the acquiree’s identifiable assets,
liabilities, contingent liabilities and the cost of the combination can
be determined only provisionally, any adjustments to those
provisional values will be required upon completion of the
acquisition. The directors also considered that the amount of
turnover and profit after tax contributed by the subsidiaries to be
acquired can only be determined upon completion of the
acquisition. For further details, please refer to the Company's
circular dated 17 March 2008.

On 12 June 2008, a wholly owned subsidiary of the
Company, Famous Fast Limited, entered into an agreement
with an independent third party to acquire the entire
issued share capital of Smart Peak Limited for a
consideration of HK$45,500,000 and to subscribe 3,499
new shares of Famous Fast Limited with subscription price
of HK$3,500,000.
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44, FEHREE &
(a)

=
— 8

B E :

(i) FiE FHEE S A SR EE A 3k
REBERAEHFERAZ ATFEEBRLE
BT #TRBBEE BREHZSE
EEEELAR - ESTRA FTKE
ZHZEMBARER S EBREH
BRASE ERRBETRAERE -
EHRE—SHBEBRLHARABHA
T N\F=AFTEBAZBH-

RZZFEZENFESRATZH AXQF
2EMBARIZABRARE—F
BYE=ZFFI L HE URE
45,500,000/ 7T W & B 1& B R A 7
2WEEHETREA SUREE
3,500,000/ 7T R 8 3,499/ B & 5
PR A B FAR D ©

ZEEBEBAEEEARAA
£ $%2007/2008
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44. SUBSEQUENT EVENTS - continued

44, EEBREE

(b) - continued by —#&
Acquiree’s
carrying
amount before
combination
and fair value
& BtAr
BB A
ZREE
EA¥E
HK$ 000
F#& T
(Unaudited)
(REEZ)
Net liabilities acquired: Frik g 2 & &EFE:
Property, plant and equipment Y- B R E 2,788
Inventories FE 480
Trade and other receivables and deposits B 5 REAMEKRIERRE 70
Cash and bank balances HEe RIBITHER 94
Trade and other payables B 5 &E b e FE (6,612)
Net liabilities BEFE (3,180)
Goodwill arising on acquisition (Note (i) WEgEE 2 2 () 48,680
45,500
Total consideration satisfied by: BB T E R
Cash Re 45,500
Net cash outflow arising on acquisition: WHEREA 2R R 1 F5:
Cash consideration paid BERRERE (45,500)
Cash and bank balances acquired B 2R RIRTTEH 94
(45,406)
Notes: B 7 -
(i) The fair values to be assigned to the acquiree’s identifiable assets, (i) il P B A AR EE  BE X

REBRAHRAZAFEEBLE
EE FERKBR SEEHZEY
EEEELRAE-EXTRA FTIKE
ZZEWMBRAER EEBREH
rENSE EURKRBERRETE
ERE—PHBH2HARABNE
—ETN\FRAT=BZAM-

liabilities, contingent liabilities and the cost of the combination can
be determined only provisionally, any adjustments to those

provisional values will be required upon completion of the
acquisition. The directors also considered that the amount of
turnover and profit after tax contributed by the subsidiaries to be
acquired can only be determined upon completion of the
acquisition. For further details, please refer to the Company’s
announcement dated 13 June 2008.
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45. PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries, all of which are
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45. T EHE A T
ARAAR—_EENF=ZA=+—"HZ=x
EHBEAR (RBERAR)HBMT:

limited liability companies, at 31 March 2008 are as follows:

Place of
incorporation/

establishment/

Nominal value
of issued and
fully paid

ordinary share/

Percentage of
equity interest

attributable to

Name of subsidiary operations registered capital the Group  Principal activities
BETR
EMEY KL BrLER rEBENL
L IR EE$ R AMEAEE REBILE FEXEK
Grandy Environmental Hong Kong HK$3,010,000 100%  Manufacture and sales of
(H.K.) Limited* environmental protection
products and provision of
related services
ABRE (BE) BRARY &R 3,010,000/ 7© 100% SERBERREM
RAR €48 PR 75
Grandy Trading and Hong Kong HK$10,000 100%  Sales of environmental
Services (H.K.) Limited protection products
(formerly know as Grandy
Enviro-Tech Company
Limited)*
BB 5 R (B%) BE 10,0007 7T 100% SHERREM
BR2AE (A1 R
REMBAERAF)*
Grand Brilliant Corporation British Virgin Islands HK$1 100%  Provision of healthcare and
Limited hospital management
services
Grand Brilliant Corporation HBELES 18T 100% REEEREREERS

Limited

ZEEBEBAEEEARAA
£ $%2007/2008
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45. PRINCIPAL SUBSIDIARIES - continued

Place of
incorporation/

establishment/

45. T EH B LA — &

Nominal value
of issued and
fully paid

ordinary share/

Percentage of
equity interest

attributable to

Name of subsidiary operations registered capital the Group  Principal activities
BRITR
EMRIL, KL BMEEBER rEBENL
M AR &R —E 3k AMEAEE REBILE FEXK
Best Boom Resources Limited British Virgin Islands US$1 100%  Provision of hospital
management services
ERERAERAA RBRAEE (E 100% RHEBREERS
Day View Group Limited British Virgin Islands US$1,000 76%  Investment holding
ASEEARAA RBRUEE 1,000% 7T 76% HREER
Wisdom Rise Group Limited British Virgin Islands US$1 100% Investment holding
BAEEARAA RBRUEE (E 100% REEK
Hero Vision Enterprises British Virgin Islands US$1,573 100% Investment holding
Limited
EREEERADT REBELHE 1,573% T 100% HEER
Mega Mix Group Limited British Virgin Islands US$1 100% Investment holding
EHEBRER DA HRERUEE 1E7T 100% JREER
Merry Sky Investments British Virgin Islands US$9,000 100% Investment holding
Limited
RAEREBR DA RBRAEE 9,000% 7T 100% REERK

Hua Xia Healthcare Holdings Limited
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45. PRINCIPAL SUBSIDIARIES - continued

Place of
incorporation/

establishment/

Nominal value
of issued and
fully paid

ordinary share/
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45. T EH B LA — &

Percentage of
equity interest

attributable to

Name of subsidiary operations registered capital the Group  Principal activities
BRITR
EMRIL, KL BMEEBER rEBENL
M AR &R —E 3k AMEAEE REBILE FEXK
Long Wider Limited British Virgin Islands US$1 100% Investment holding
KEERLA RBRAES 17T 100% REEK
Direct Way Group Limited British Virgin Islands US$5,300 100% Investment holding
EREEERAA RBRAES 5,300% 7T 100% REERK
Fujian Maidsen Enterprises PRC RMB40,000,000 100%  Provision of healthcare and
Company Limited hospital management
services
REBBREEXERAAY  HHE A & # 40,000,000 100% RHUEBERBRERRS
Edward Hospital Company PRC RMB40,000,000 55%  Provision of general hospital
Limited services
EREREBRRARLRY HH A [ # 40,000,000 55% RftERE MR RS
Jiaxing City Shuguang Western  PRC RMB15,000,000 55%  Provision of general hospital
and Chinese Composite services
Hospital Company Limited
%Pﬁi‘ﬁﬁ%%qﬂ‘rﬁ%%é i B A R # 15,000,000 55% RtEAMEEERE
Bl ARA A
ZEBREEERA T

£ $%2007/2008



Notes to the Financial Statements

B 75 Ak By &

31 March 2008 —ZTZN\F=A=+—H

45. PRINCIPAL SUBSIDIARIES - continued 45. T EWB AT — &

Nominal value

Place of of issued and Percentage of
incorporation/ fully paid  equity interest
establishment/ ordinary share/  attributable to
Name of subsidiary operations registered capital the Group  Principal activities
BRTR
EMEY KL BrTER rEBENL
o) IR EE 3R A EAHEE BREBIE TEEH
Foshan Qide Hospital Limited PRC RMB3,000,000 70%  Provision of general hospital
services
BlumREERERAAY  HHE A R # 3,000,000 70% RESEMEERRS
Beiyi Renzhi (Beijing) Investment ~ PRC RMB6,457,725 70.1%  Provision of healthcare and
Consultancy Limited hospital management
services
EBCE (LR RELNAN HHE AR ¥6,457,725 701% fREBERRREEERS

AR QA

# Audited by another Hong Kong Certified Public Accountants # ERVE PR SR

The above table lists the subsidiaries of the Company which, in ERAVNARFIMB AR NESRAY
the opinion of the directors, principally affect the results or assets REBEEIEEREATEE-ESR
of the Group. To give details of other subsidiaries would, in the BIEEHEMHBAR ZERBERER
opinion of the directors, result in particulars of excessive length. AV =S

Hua Xia Healthcare Holdings Limited
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46. NON-CASH TRANSACTIONS

47.

(a)

On 9 May 2007, the Group acquired the entire issued share
capital of Hero Vision at a consideration of
HK$116,300,000, the consideration of HK$59,953,000,
HK$33,000,000 and HK$12,097,360 were satisfied by the
Company’s shares, issue of convertible note and

promissory note respectively.

On 8 October 2007, the Group acquired the entire issued
share capital of Merry Sky at a consideration of
HK$71,851,000, the consideration of HK$35,000,000 was

satisfied by the Company’s shares.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the

Group will be able to continue as a going concern while

maximising the return to stakeholders through the optimisation

of the debt and equity balance. The Group’s overall strategy

remains unchanged from prior year.

The capital structure of the Group consists of debt (which

includes borrowings, convertible loan note and obligations

under finance leases), cash and cash equivalents and equity

attributable to equity holders of the Company, comprising issued

share capital, reserves and accumulated losses.

46.

47.
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FRERS

@ RZTETELFRANB AEEMN
K {B 116,300,000/ T W BE I = 2
B2 BITRA KB 59,953,000
7 7T 33,000,000/% 7T 1 12,097,360
BT D R AR R B AR - 317 A
BREBRELEES M-

b)) RZZTZELFTANB ETEEN
A &71,851,000/% T Ue B8 15 K 2 3P
2 # 1T 2= - X {8 §2 35,000,000/
TCAR R B RRAD S At o

EXRBER
AEEERAARURRARE HE
RS R BB ES RESE
BARRERBAR R RBEFE &
SEEREBRBBTE

AEBERERBRER (EPEERE
B URREFREERBEHEEAE)
RBekREFEEBERREARRBRAFH
ABERAN(EFRREHETRAN #HE
K RETEE) -

ZEEBEBAEEEARAA
£ $%2007/2008
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47. CAPITAL RISK MANAGEMENT - continued

Gearing ratio

The gearing ratios at 31 March 2008 and 31 March 2007 were as

follows:

47.

EXrREBRER-&

EERGELR

RZBENF=RA=1+—HBERZZZEL
FZR=t—"HRZEERBHLXET:

2008 2007

—EENHF —TETLF

HK$'000 HK$'000

FH&xT T#& T

Debt (note (a)) B (M) 33,762 8,625
Cash and cash equivalents BeMReEFEEEH (83,346) (29,806)
Net debt (R R (49,584) (21,181)
Equity (note (b)) B& 7 (Bt 5% (b)) 477,802 131,306
Gearing ratio BEEBEHE N/A N/A

Notes:

(a) Debt comprises obligations under finance leases, secured short term bank

loan and convertible loan notes as detailed in notes 20, 22 and 23

respectively.

(b) Equity includes all capital and reserves of the Group.

Hua Xia Healthcare Holdings Limited
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48. FINANCIAL INSTRUMENTS 48. €RIT A
(a) Categories of financial instruments () EMIASDE
Financial assets MBEE
2008 2007
—EENE —EELF
HK$°000 HK$'000
TER FHET
Loans and receivables (including cash B & EWIE (BERE Rk
and cash equivalents ReEEER) 147,286 95,143
Derivative financial instruments SPEREATEEREBERYEZ
classified as fair value through PTESBMIA
profit or loss 514 -
Available-for-sale financial assets AL ENBEE = 143
Financial liabilities MBEE
Amortised cost i3I 92,998 37,022
(b) Financial risk management objectives and (b) BBEREEEEREER
policies
The Group’s activities expose it to a variety of financial RNEE 7 ¥ HEEZ KB RRE:
risks: market risk (including currency risk and interest rate % ER (BEE SRR 7 X E R
risk and other price risk), credit risk and liquidity risk. The LEAMERRR) - EERE &R
Group's overall risk management programme focuses on EeRR - ASBE  EEBRRER
the unpredictability of financial markets and seeks to FRERERAEBEAN ™
minimise potential adverse effects on the Group’s financial % 1 K ““‘TZIK SEEI BRI 2 7%
performance. The management monitors these exposures ENNEBRERE - EEER
to ensure appropriate measured are implemented on a ZE R b AR L‘K&%EF&ZEK
timely and effective manner. BB EEEe
(i) Market risk (i) mHZER
The Group’s activities expose it primarily to the REBE EBETESAEH

A E R R R K E ) 2 B
FEb-AREETLZETES
BT AEBEMARZINE
BB - LA

financial risks of changes in foreign exchange rates
and interest rates. The Group enters into a variety of
derivative financial instruments to manage its

exposure to foreign currency risks, including:

B % 2 T 35 & B LA SRR S
DITETE -

Market risk exposures are measured using sensitivity
analysis.

ZEEBEBAEEEARAA
£ $%2007/2008
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48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and

policies — continued

()

Market risk — continued
There has been no change to the Group's exposure to
market risks or the manner in which it manages and

measures the risk.

Foreign currency risk management

Several subsidiaries of the Group have foreign
currency sales and purchases, which expose the
Group to foreign currency risk. The management
monitors foreign exchange exposure and will
consider hedging significant foreign currency

exposure should the need arises.

The carrying amounts of the Group’s foreign

currency denominated monetary assets and

48. € R T H — &
(b) PHREAKREEEERRE &

() WHER-&
AEBRARZ SRR X
EENFTERR 2 TIRLE

88
S LB

KEEETHERRAF LI
BETZHERRKELRS &
REBEAZINE R EIEE
SERIERR AN EF
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monetary liabilities at the reporting date are as BREERT:
follows:
Liabilities Assets
=R BE
2008 2007 2008 2007
“BBENFE _TE2LF ZBBENF _TTLF
HK$'000 HK$'000 HK$’000 HK$'000
THERT FAET FE T FHETT
RMB AR 36,047 8,186 60,353 83,850
Korea Won 8 - 2,156 - 3,406
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Notes to the Financial Statements

48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and

policies — continued

()

Market risk — continued

Foreign currency risk management

- continued

Sensitivity analysis

The Group is mainly exposed to the effects of

fluctuation in RMB and Korea Won.

The following table details the Group’s sensitivity to a
5% increase and decrease in the Hong Kong dollars
against the relevant foreign currencies. 5% is the
sensitivity rate used when reporting foreign currency
risk internally to key management personnel and
represents management’s assessment of the
reasonably possible change in foreign exchange
rates. The sensitivity analysis includes outstanding
foreign currency denominated monetary items and
foreign currency forward contracts, and adjusts their
translation at the period end for a 5% change in
foreign currency rates. The sensitivity analysis
includes external loans as well as loans to foreign
operations within the Group where the
denomination of the loan is in a currency other than
the currency of the lender or the borrower. A positive
number below indicates an increase in profit and
other equity where the Hong Kong dollars
strengthen 5% against the relevant currency. For a
5% weakening of the Hong Kong dollars against the
relevant currency, there would be an equal and
opposite impact on the profit and other equity, and

the balances below would be negative.
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48. € R T H — &
HERMETEEERKE - &

48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and (b)
policies — continued
(i) Market risk — continued (i)
Foreign currency risk management

iz Rk — &

I E R EE —
- continued

Sensitivity analysis — continued BREDN — &

Impact of RMB Impact of Korea Won

@

ARMZE BEREzRE
2008 2007 2008 2007
—BBENF _TTLF Z—BEN\F _FTTLHF
HK$'000 HK$'000 HK$'000 HK$'000
FTERT FH&T FTER FHET
Other equity H 1 S 1,215 3,783 - 63
Note: B 2

This is mainly attributable to the exposure outstanding on
receivables and payables denominated in respective currencies at
the year end.

Interest rate risk management

The Group’s cash flow interest rate risk relates
primarily to variable-rate borrowings (Note 22). It is
the Group’s policy to keep its borrowings at floating
rate of interests so as to minimise the fair value
interest rate risk. As at 31 March 2008, the Group did

not have borrowings at floating rate of interest.

The Group’s exposures to interest rates on financial
assets and financial liabilities are detailed in the
liquidity risk management section of this note. The
Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of HIBOR arising
from the Group’s Hong Kong dollar denominated

borrowings.

Hua Xia Healthcare Holdings Limited
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Notes to the Financial Statements

48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and

policies — continued

()

Market risk — continued

Interest rate risk management — continued
Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for both
derivatives and non-derivative instruments at the
balance sheet date. For variable-rate borrowings, the
analysis is prepared assuming the amount of liability
outstanding at the balance sheet date was
outstanding for the whole year. A 50 basis point
increase or decrease in HIBOR is used when reporting
interest rate risk internally to key management
personnel and represents management’s assessment

of the reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant, the
Group's profit for the year ended 31 March 2007
would decrease/increase by
HK$12,000. This is mainly attributable to the Group’s

approximately

exposure to interest rates on its variable rate

borrowings during the year ended 31 March 2007.

The Group’s sensitivity to interest rates has decreased
during the current period mainly due to the

reduction in variable rate borrowings.
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48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and
policies — continued
(ii) Credit risk

As at 31 March 2008, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties and financial

guarantees provided by the Group is arising from:

o the carrying amount of the respective
recognised financial assets as stated in the

consolidated balance sheet; and

o the amount of contingent liabilities in relation
to the financial guarantees provided by the

Group as disclosed in Note 41.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount
of each individual trade debt and debt investments
at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable
amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is

significantly reduced.
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Notes to the Financial Statements

48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and

policies — continued

(i)

(iii)

Credit risk — continued
The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings

assigned by international credit-rating agencies.

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

geographical areas.

Liquidity risk management

Ultimate responsibility for liquidity risk management
rests with the board of directors, which has built an
appropriate liquidity risk management framework
for the management of the Group’s short, medium
and long-term funding and liquidity management
requirements. The Group manages liquidity risk by
maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously
monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and

liabilities.
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48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and
policies — continued
(iii) Liquidity risk management - continued

As at 31 March 2008, the Group has available
unutilised overdrafts and short and medium term
bank loan facilities of approximately HK$2,000,000
(2007: HK$2,000,000) and HK$8,000,000 (2007:
HK$8,000,000) respectively.

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities as well
as derivative and certain non-derivative financial
assets which are included in the maturity analysis
provided internally to the key management
personnel for the purpose of managing liquidity risk.
For non-derivative financial assets, the tables have
been drawn up based on the undiscounted
contractual maturities of the financial assets
including interest that will be earned on those assets
except where the Group anticipates that the cash
flow will occur in a different period. For non-
derivative financial liabilities, the tables reflect the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay. The tables include both interest and

principal cash flows.
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48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and (b)

48. © M I A — &
BHEAREEEERBEK -&
policies — continued

(i) RBECHABERE - &

(iii) Liquidity risk management - continued

At 31 March 2008
R-BENF=A=1-H

Weighted
average Total Total
effective Within 2to Over5  undiscounted carrying
interest rate 1 year 5 years years cash flows amount
mE¥H REB
BERA= —-FR ZEnF BBEF ReRARE EHAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TERT TER TERT TERT TER
Non-derivative FTERBERE
financial assets
Cash and cash Rek#Ee
equivalents ZEER 3.07% 83,346 - - 83,346 83,346
Others Hits - 63,940 - - 63,940 63,940
147,286 - - 147,286 147,286
Non-derivative FTERBAE
financial
liabilities
Trade and other B REAM
payables R HE - 47,323 - - 47,323 47,323
Amounts due to ERO>BERRR
minorityshareholders I8 - 11,913 - - 11,913 11,913
Convertible notes HERE 6.8% 2,500 33,000 - 35,500 33,762
61,736 33,000 - 94,736 92,998
85,550 (33,000) - 52,550 54,288
EEBAEEERADT @
F #£2007/2008
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policies — continued

48. FINANCIAL INSTRUMENTS - continued
(b) Financial risk management objectives and

(iii) Liquidity risk management - continued

Notes to the Financial Statements

B 75 Ak By &

48. €T H - &

(b) HBEABREEEERBR-&

(i) RBECHABREE - &

At 31 March 2007
R-EFLF=A=t-8

Weighted
average Total Total
effective Within 2to Over 5 undiscounted carrying
interest rate 1 year 5 years years cash flows amount
mEFH RAHR
B = —£R ZERf HBRF BentsE FHAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TR T TR TR T
Non-derivative FITENBEE
financial assets
Cash and cash HekEE
equivalents EEIEH 1.4% 29,806 - - 29,806 29,806
Others HAt - 65,337 - - 65,337 65,337
95,143 - - 95,143 95,143
Non-derivative ETERKERE
financial
liabilities
Trade and other BHREAM
payables JEfT A = 12,338 = = 12,338 12,338
Amounts due to e & FHRIE
directors - 736 - - 736 736
Amounts due to RO EREERE
minority shareholders X8 - 15,323 - - 15,323 15,323
Obligations under & T # I
finance lease 10.4% 297 - - 297 297
Secured short-term B H A2
bank loan PITERK 4.7% 6,000 - - 6,000 6,000
Convertible notes AR ER 6.7% - 2,500 - 2,500 2,328
34,694 2,500 - 37,194 37,022
60,449 (2,500) - 57,949 58,121
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48. FINANCIAL INSTRUMENTS - continued

49,

50.

(c) Fair value of financial instruments
The fair value of financial assets and financial liabilities are

determined as follows:

(i)  the fair value of financial assets and financial
liabilities (including derivative instruments) with
standard terms and conditions and traded on active
liquid markets are determined with reference to
quoted market bid prices and ask prices respectively;

and

(i) the fair value of other financial assets and financial
liabilities (including derivative instruments) are
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis using prices or rates from observable current
market transactions as input. For an option-based
derivative, the fair value is estimated using option
pricing model (for example, the Black-Scholes option

pricing model and Binomial option pricing model).

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded in the
consolidated financial statements approximate their fair

values.

COMPARATIVE
Certain comparative amounts have been reclassified/restated to
conform with the current year’s presentation and accounting

treatment.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the board of directors on 26 June 2008.
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Financial Summary

BHRE

31 March 2008 (in HK Dollars) —ZZN\F=ZA=+—H (RKBTZ%)

For the year ended 31 March
BE=ZA=T-BLEE

2008 2007 2006 2005 2004
—EEN\FE —_ETLF —_TERF _TERF —_ZFTTNF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
F#B T T T THET F& T T T
Results 4
Turnover - 135,943 77,521 41,088 34,230 18,578
Profit/(loss) before taxation K& i Bl i F, (E548) (1,589) 8,096 3,655 (6,666) (39,447)
Taxation I8 (6,184) (1,227) (561) (440) =
Net profit/(loss) for the year &R F|, (E#E) (7,773) 6,869 3,094 (7,106) (39,447)
Profit/(loss) attributable to  BA T A = FE(L 5 F)
(E18)
— Equity holders of the — N AR
Company A A (17,891) 5,981 3,191 (7,045) (34,729)
— Minority interests — L HRR R 10,118 888 (97) 61) (4,718)
(7,773) 6,869 3,094 (7,106) (39,447)
As at 31 March
MR=B=+—H
2008 2007 2006 2005 2004
—EENE —2T+F —ZTEERF —TZTEHF —TTOF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
F & T FH& T THET T F%& 7T
Assets and liabilities EERERE
Total assets BEE 598,173 172,976 59,162 28,655 27,126
Total liabilities BEE (93,689) (38,249) (28,144) (9,526) (9,402)
504,484 134,727 31,018 19,129 17,724
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