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Quality HealthCare Asia Limited is a physician led provider group offering
an integrated range of healthcare services including facilities management,
third party plan administration and paramedical support. The Group
provides care for our private and corporate contract patients through a
network of more than 560 Western and Chinese medical centres, and 45
dental and physiotherapy centres. In 2007, our network recorded more
than 2.3 million healthcare visits. We operate seven elderly care homes and
Hong Kong’s longest-established international nursing agency. One of our
medical practices has been serving Hong Kong people for over 135 years.

Quality HealthCare became the first healthcare provider listed on The Stock
Exchange of Hong Kong Limited (HKSE ticker 593) in 1998. The Group’s
healthcare turnover in 2007 exceeded HK$940 million.
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Chairman’s Statement
FEHRE



| am pleased to present the Company’s annual report for 2007 to our
shareholders. The period has provided challenges for the Group as
a result of the escalation of costs, particularly rentals and staff costs.
Accordingly, although the Group has achieved revenue growth of
6.0%, it recorded an overall reduction in net profit of 2.9%.

FINANCIAL REVIEW

(i) The Group delivered a net profit of HK$63.2 million in 2007, a
2.9% decrease compared to HK$65.1 million in 2006. Basic
earnings per share for 2007 were HK26.6 cents compared to
HK32.8 cents in 2006.

(i)  Revenue for the Group in 2007 increased by 6.0% to
HK$947.7 million from HK$893.7 million in 2006.

(i) Profit before tax was HK$71.6 million in 2007 compared to
HK$78.3 million in 2006. Quality HealthCare Medical Services
(“QHMS”) delivered divisional profit of HK$54.9 million in 2007,
and Quality HealthCare Services (“QHS”) delivered divisional
profit of HK$6.7 million. Divisional profit for Quality HealthCare
Elderly Services (“QHES”) was HK$7.9 million.

Finance costs of the Group remained at HK$1,000 as the Group had
no further borrowings during the year.

Net cash inflow from operating activities for the year was HK$63.8
million (2006: HK$59.3 million). Cash and bank balances at 31
December 2007 were HK$240.1 million (2006: HK$177.3 million).

Net assets at 31 December 2007 increased to HK$307.4 million
from HK$238.7 million at 31 December 2006.

Chairman’s Statement
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Qhairman’s Statement
FEHRE

OPERATIONS

Quality HealthCare Medical Services

In 2007, QHMS achieved growth in revenue from sales to external
customers of 8.3% compared to 2006 but notwithstanding this
growth, experienced a drop in divisional profit of 17.8%. 2007 was a
challenging year for QHMS with the escalation in rental expenses and
staff remuneration impacting on financial performance. Our business
development initiatives resulted in a 5% growth in the total number
of corporate clients enrolled. Our medical network also experienced
a positive growth in attendance for both corporate and community
patients.

QHMS continued to strengthen its medical network in 2007 with
expansion and relocation of existing centres and establishment of
new centres. The division also sought to create additional value
through the integration of different services to provide holistic care.
The recognition of our capacity in Third Party Administration is
increasing and we are expanding this service in Mainland China and
Hong Kong.

QHMS has deployed additional resources towards the upgrading
of our people skills, systems, and facilities, with focus on the
development of a more robust management system using the
balanced scorecard approach and customer service quality
programs. A series of IT initiatives were implemented in 2007 to
automate internal processes and integrate data thereby facilitating
further accuracy and efficiency. The Laboratory Information
System Integration eliminated manual data entry and enhanced
communication with the frontline staff. Our existing system, renamed
Q-Link, was re-developed to improve its user-friendliness for our
affiliate medical network, streamlining functions and navigation for
more efficient transaction and billing procedures. Further [T initiatives
will continue in 2008 with the objective of improving productivity as
well as maintaining our leading position in delivering cost effective
health administration.

Quality HealthCare Asia Limited
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QHMS continued to focus on providing improved service standards
for our clients. More than 80 training sessions consisting of over
4,000 hours were conducted in 2007 with over 700 participants to
assist our staff in customer service, clinical and administrative skills.
We are pleased to record a significant increase in compliments
from our clients in recognition of our services and dedication
of the staff. Through our annual customer satisfaction survey
conducted at 38 of our medical centres interviewing over 3,000
clients, we are pleased to observe an improvement in their rating
of our centres’ performances compared to last year, including
accessibility, servicing hours and overall ambience of the centres.
93% of the responding clients rated us above average in their overall
satisfaction, and 95% stated that they would be pleased to use our
services in future. 71% of the responding clients indicated that they
would recommend our services to others.

Quality HealthCare Services

QHS recorded a drop of 19.9% in divisional profit in 2007 compared
to the prior year with a decrease in revenue from sales to external
customers of 2.6%. The division experienced significant increases in
rental expenses and staff remuneration. It also allocated resources
to continue the strategic expansion and upgrading of its current
network of dental and physiotherapy centres, as well as the
establishment of a counseling service centre in Macau.

Nursing continued to deliver improvement in 2007 with significant
growth in placing relief staff for homes operated by Non-Government
Organisations and hospitals. It also achieved a growing trend in
other business lines including drug screening and cross border
repatriation. Dental continued to expand its network with the addition
of three new centres and achieved growth in both General and
Specialists dental services. Physiotherapy expanded and upgraded
four of its centres and continued to expand its core network with the
addition of a new centre in Central Kowloon. Our physiotherapists
continued to participate in corporate wellness programs and
delivered onsite occupational health and safety evaluation services
for our clients. Eye Centre continued to deliver the full range of
ophthalmic care including medical eye consultations and LASIK
services, and experienced a significant growth in the number of
cataract surgeries performed. Our psychological services expanded
into Macau and there was continuous growth in the clients provided
with individual counseling as well as corporate enrolment through the
Employee Assistance Program.
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Qhairman’s Statement
FEHRE

Quality HealthCare Elderly Services

QHES recorded a small drop of 0.2% in divisional profit in 2007
compared to the prior year with a decrease in revenue from sales
to external customers of 2.1%. The occupancy rate in our homes
declined slightly in 2007 and continuing efforts were directed
towards cost control, restructuring and consolidation. We closed
our smallest home and amalgamated most of its residents and
staff with another. 2007 remained a challenging year for the
elderly care industry. The key challenges have been difficulties in
recruiting registered or enrolled nurses and the increase in rental
and salary costs. The division devoted significant effort towards
obtaining additional bed places under the Enhanced Bought Place
Scheme (“EBPS”) of the Social Welfare Department (“SWD”) and
was successful in obtaining an additional 40 places. Our team will
continue to work closely with SWD on the quality standards of the
EBPS homes.

GROWTH AND DEVELOPMENT INITIATIVES

As we enter the tenth year of operation under the brand name of
Quality HealthCare, we believe that the Company has built a solid
platform and appropriate infrastructure to benefit from opportunities
arising from the health care reform program and the developing
needs of the society. We believe that we may experience an increase
in individual spending in private healthcare especially if a social
insurance plan is introduced.

We anticipate that in the future, controlled relaxation of advertising
restrictions for the medical profession will be introduced. When
appropriate, we will devote more resources to branding and
communication programs to enhance the communities awareness
and recognition of our services and the services we deliver.

We will continue to develop our medical network in Hong Kong, and
the management team will continue to look for opportunities in the
local market for organic expansion, and expansion or acquisition
opportunities in Hong Kong, Macau, China or elsewhere.

Quality HealthCare Asia Limited
SRENERAF

SREERY
RoBTLE SEEZREOHBEASEEF
BE A A 0.2% + T S4E FONRE S MR AT T RE
21% c RZBB+HF  RIWERR AL REH
T o RIFE B RRAES] - BARA - B
MEBERES 2k EABSRARET
DA B—EER - —STHENEEEBRT
RIEHEN—F - HEBHE2BETMR TR
MRS ARES REMRE LR - HEE S
BEGEEANE (LB MREEMBEEES
TR LA ESESN 40 ETERL » B FIH0 BB
M EUE B BN EERORE KT - BER
MBERHE .

BREK - HEBER

AEBEW 22 M SRBAETF - BHEE
AEBDBRRET & E M ERRE - seitE
BUEAESI MM ENBERFEFROBBHZE -
BAEE - EAELEBEREFAEHNASK SIS
me BEHEREETHEREABIZRE -

AEEER - HREFTENESRSEER
R HAER  RAIHRBESEREREEE R
AEBEETIEL - pnoRit & ST AFIR0BRSS BRI AIFr
RERBHRIALRR -

AEEREEEEBEREBERE - ERERME
EEBRSBERANTISORE - RREE R
R E A T IR S B E



PUBLIC SECTOR OPPORTUNITIES

The Group was pleased to participate in the Public Private Interface
— Electronic Patient Record, a collaborative project initiated by the
Hospital Authority to enhance collaboration between the public and
private sectors and to allow timely access of information for better
care of the patients. More than 20,000 patients have signed up for
this project, and eight of our medical centres have participated in the
pilot phase.

We have successfully renewed the Public Private Initiative contract
to operate evening and weekend private physiotherapy services at
Prince of Wales Hospital, and will continue to participate in similar
schemes in future.

The Group is well poised to actively participate in the health care
reform program where private sector health care services may
expand in market size. We will work closely and support the
Government’s initiatives to develop future sustainable healthcare
financing programs and services that meet community needs.

PEOPLE

The Group is proud to congratulate the 28 awardees for 10-year,
15-year, 20-year and 25-year Long Service Awards, and the 22
Service Champions awardees. Pursuant to internal measurements
and grading from our clients, six of our medical centres, one dental
centre and one physiotherapy centre were recognised as Centres of
Excellence, while five centres received Centre Service Improvement
Awards in recognition of their efforts to introduce positive changes
directed towards enhancing their customer service standards.
Service Ambassadors will be awarded on a quarterly basis to give
recognition to the continuous devotion of our staff in their service
excellence.

We are pleased that our Medical Affairs Team and Billing Team
have jointly won this year’s Win-Win Award through their successful
revamping of the outpatient claims adjudication process with a
20% gain in efficiency. In addition, our Central Laboratory was
awarded The Hong Kong Laboratory Accreditation Scheme
(“HOKLAS”) accreditation for Medical Testing in Chemical Pathology,
Haematology and Clinical Microbiology and Infection. HOKLAS
is a scheme designed with accreditation criteria based on an
international standard, 1ISO 15189: 2003 “Medical laboratories —
Particular requirements for quality and competence”.
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Qhairman’s Statement
FEHRE

The Group appreciates the loyalty and dedication of each and
every one of our staff and it is only through the teamwork and
perseverance of all that we can achieve quality standards and gain
recognition from our clients and international bodies.

DIVIDEND POLICY

The Board has reviewed its dividend policy. We have adopted a
policy of paying approximately 40% of after tax profits as dividend.
The Board has therefore recommended a final dividend of HK5.25
cents per share. In addition, given the Group’s strong cash position,
the Board is also recommending a special dividend of HK14.4 cents
per share for this particular year. This proposed final dividend and
special dividend, together with the 2007 interim dividend paid of
HK5.35 cents per share, represents a total dividend for the year
2007 of HK25 cents per share (2006: HK25 cents per share). The
Board will continue to adopt an ongoing dividend policy, which it
considers appropriate to the Group’s overall financial position.

COMMUNITY OBLIGATIONS

In 2007, over 500 staff participated in the Group’s community
projects, including Walk Up Jardine House, Pink Revolution, and
the Heart-to-Heart Charity Walk organised by the Children’s Heart
Foundation. We have also supported a charitable organisation “Bring
Me A Book” in the donation of a “Large Bookcase Library” to bring
books to children who need them most. A total of HK$168,000 in
contributions were distributed.

We are pleased that we have been awarded “The Best Integrated
HealthCare Service Organisation” by the Capital Magazine Best
of the Best Award. In recognition of our commitment to the
maintenance of excellent standards in operations, we obtained high
scores on safety and tidiness in operating shops at MTR Stations
in the “Shop Mystery Safety Checking 2007” organised by MTR
Corporation, and a number of our staff and medical centres were
awarded “Best Performance Staff” and “Best POS Merchant Outlet”
in the “Visa Preferred Merchants Tourist Offers 2007 Merchant
Incentive Program”. The Company also sponsored a series of radio
programs hosted by our doctors for public health education.

OUTLOOK

The Group has established a solid foundation in the private
healthcare market in Hong Kong. Our integrated range of services
has been well received by insurance companies, corporations and
the community. We will continue to expand our business based on
this successful model both in the local market as well as applying it
to other markets where appropriate.

Quality HealthCare Asia Limited
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With a buoyant economy and a competitive labour market, 2007
has been a challenging year in terms of cost pressure. We will
continue to build value for our customers through our professional
care, innovative IT solutions, value-added programs, and the
professionalism of the management team. We are pleased to
observe a continuous improvement in the ratings we receive from
our clients and in their loyalty to our services. We will continue to
provide quality care for our clients as well as ensuring a satisfactory
working environment for our staff which provides career prospects,
self-growth and work life balance.

2008 will continue to pose challenges to the Group in terms of
cost escalation. We will manage this through stringent cost control,
enhanced efficiency, development of specialty services and the
review of fee schedules with clients. The medical network will be
expanded to ensure adequate coverage in appropriate population
areas to allow the public easy and convenient access to our services
and to prepare us for further growth in demand for private healthcare
services pursuant to the health care reform program.

| would like to express the Group’s appreciation to all our staff for
their efforts in 2007 in providing the professional and quality services
that we have delivered. | would also like to thank my fellow Directors,
our network of doctors, our professional advisors and finally our
shareholders for their support during the year.

Arthur George Dew
Chairman

Hong Kong, 28 March 2008
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Management Discussion and AnaIyS|s

OPERATIONAL REVIEW

Quality HealthCare Medical Services (“QHMS”)

Revenue from sales to external customers for 2007 achieved an
increase of 8.3% to HK$765.0 million, compared to HK$706.6
million in 2006, representing continued growth in patient visits and
client endorsement. QHMS divisional profit in 2007 was HK$54.9
million, a decrease of 17.8% compared to HK$66.8 million in 2006.
We experienced significant cost inflation in 2007. Cost pressures on
medical items such as drugs’ cost and substantial increases in rental
and staff costs contributed to a higher operating costs and reduction
in our profit margin. These cost pressures were partially mitigated
through increase in charges where possible. QHMS will continue to

seek to recover its increased costs through increased charges, cost
reductions and operational efficiencies.

Network and Facilities Enhancement

In 2007, we continued our facilities upgrading and centre expansion
initiatives to create additional capacity for our growing portfolio of
clients. We have taken up an additional 5,600 square feet for the
expansion of specialists’ and other value-added services. This
initiative will be continued in 2008 to provide our clients with well-
equipped, customer-centric medical centres offering an integrated
range of services. We have also expanded our affiliate network by the
addition of 39 doctors, enhancing convenience and access for our
clients.
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Management Discussion and Analysis
BERENWR DM

With the increased demand for minor operations at our centres and
continued growth in physical check up procedures, we have further
upgraded our facilities and invested in new medical equipment
and X-ray facilities. We currently operate more than 40 fully owned
integrated centres and will continue to expand our geographical
presence according to our patients’ needs. The current model of
integrating our Chinese Medicine service within a multi-disciplinary
medical centre has been well received by our customers. Quality
HealthCare Chinese Medicine continued to grow its network and
its popularity amongst corporate clients. In 2007, the revenue for
Quality HealthCare Chinese Medicine increased by 34% and the total
number of visits has increased by 19% as compared to the prior
year.

Walk Up Jordine House
oA bR 2007

&

Process Automation and Program Re-development

A number of key IT initiatives were completed in 2007 to enhance
data integration and automation, resulting in improved efficiency
and service quality. The Laboratory Information System Integration
eliminated manual data entry and the integration of the laboratory
system with the clinic systems also enhanced the efficiency of
information flow to the centres thereby providing better service to our
clients.

To improve the user-friendliness of our system for the affiliate medical

centres, the existing system, renamed as Q-Link, was re-developed

to streamline its functions and navigation so that our medical centres

can more easily handle all the transactions and billing procedures.
Q-Link has now been rolled out to over 500 affiliate doctors. Further
process automation and improvement will be undertaken in critical
areas in 2008 and 2009 to reduce costs and enhance productivity.

Quality HealthCare Asia Limited
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Management Discussion and Analysis

Management Systems

In 2007, the management team continued its development of a
more robust management system adopting the balanced scorecard
approach and customer service quality programs for more effective
performance management. This will position the company for further
growth of our local business and new business initiatives in other
regions. In one of the business projects undertaken by the Medical
Affairs Team and Billing Team in the revamping of the outpatient
claims adjudication, there was a 20% gain in efficiency and the two
teams were granted the Win-Win Award for 2007.

As a knowledge based service company, the Central Resources
Library (“Library”) was initiated as a knowledge management tool
to bring all employees under QHMS together using a common
platform to communicate and share up-to-date information, thereby

increasing transparency, efficiency and reciprocal alignment. The
Library will continue to be developed and enhanced in 2008.

External Recognition

Through our annual client satisfaction survey carried out at 38 of our
medical centres interviewing over 3,000 clients, we were pleased
to note the rise in satisfaction amongst our clients. Over 93%
of our responding clients rated us above average in their overall
satisfaction, 95% of the responding customers were keen to use our
services in future and 71% of respondents stated that they would
recommend our services to others. We believe that this encouraging
result was a product of the efforts of all our clinical and back office
staff, as well as our continuous efforts to build a knowledgeable
workforce. In 2007, over 80 classes were organised totaling more
than 4,000 training hours for more than 700 participants undertaking
training in customer service skills, professional knowledge
enhancement, and management training programs.
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Management Discussion and Analysis
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QOur Central Laboratory was awarded The Hong Kong Laboratory
Accreditation Scheme (“HOKLAS”) accreditation for Medical Testing
in Chemical Pathology, Haematology and Clinical Microbiology and
Infection. HOKLAS is a scheme designed with accreditation criteria
based on an international standard, ISO 15189: 2003 “Medical
laboratories — Particular requirements for quality and competence”.
Gaining this accreditation required the full commitment of the team
to complying with the world standard management and technical
systems in medical testing, particularly in policies, standard
operating procedures, internal quality control and external quality
assurance programs, as well as total customer satisfaction. We are
proud of attaining this world-class recognition. In 2007, QHMS was
also awarded “The Best Integrated HealthCare Service Organisation”
by Capital Magazine Best of the Best Award. Our commitment
to maintaining excellent operational standards also received
recognition and high score in the “Shop Mystery Safety Checking
2007” organised by the MTR Corporation, and a number of our
medical centres and staff were awarded “Best Performance Staff”
and “Best POS Merchant Outlet” in the “Visa Preferred Merchants
Tourist Offers 2007 Merchant Incentive Program”.

Further Collaboration with Local Health Authorities and
Universities

Five of our medical centres participated in a 6-month research
project conducted by the University of Hong Kong on the prevention
of the spread of influenza in the community. This study was funded
by the U.S. Centre for Disease Control and Prevention and we
assisted them in recruiting over 100 patients and our doctors
participated in screening the patients.

Eight of our medical centres participated in the Private Public
Interface — Electronic Patient Record initiated by the Hospital
Authority in order to enhance the collaboration between the public
and private sectors, to allow for continuity of care for the patients,
to facilitate a free flow of patients between the two sectors and to
allow timely access of information. More than 20,000 patients have
signed up with the Hospital Authority for this project, and QHMS will
continue to play its part in enabling more seamless care between
the public and private sectors. We continue to collaborate with
think tanks, the Legislative Council and other professional bodies to
provide our input into ongoing healthcare reform discussions.
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Management Discussion and Analysis

Optimising Opportunities

Consultations on healthcare reforms began in March 2008. It
is expected that these reforms together with an aging society,
increasing healthcare needs and improvements in medical
technology, QHMS is well poised to build on such opportunities. We
will continue our policy of business development as well as people
development and we will also invest resources in building our brand
and investigating opportunities in China and Macau in the coming
year.

Quality HealthCare Services (“QHS”)

The revenue from sales to external customers of QHS decreased by
2.6% in 2007. Divisional profit decreased by 19.9% over the prior
year due to the significant impact of cost escalation in rental and
staff remuneration costs as well as start up costs in the strategic
expansion of its service network.

Quality HealthCare Nursing Agency (“QHNA”)

QHNA continued to deliver a steady growth in 2007 and saw a
significant increase in the need for placement of relief staff for Non-
Government Organisations (“NGO”) homes and hospitals. Other
business lines including baby-sitting services for hotels and nursing
teams for research projects also saw an increasing trend. QHNA
continued to be invited by Hospital Authority and Department of
Health to participate in a number of tenders.

To maintain its competitiveness, QHNA will continue to focus on
adhering to its core values of delivering high quality care to the
customers and to provide training opportunities for the staff. QHNA
will continue its initiative in implementing a customised software
solution for nurse scheduling to improve its capabilities and efficiency
in matching the appropriate nurse for the clients, and will further
explore cross border repatriation opportunities.

Quality HealthCare Dental (“QHD”)

QHD continued to strengthen its reputation as a leading provider
of both high quality and good value care in Hong Kong. As a result
of growing customer needs, three new centres were opened in
2007, covering Hong Kong Island, Kowloon and New Territories
respectively. There was further growth in both the General
Practitioners’ and Specialists’ services.

In addition to network expansion in 2008, QHD will continue to
develop innovative and customised dental plans for different tiers of
clients to better meet their needs.
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Quality HealthCare Physiotherapy (“QHP”)

QHP continued the upgrading and expansion of four of its centres
and the opening of a new centre in Kowloon. There was a 7%
increase in attendance in 2007 and Pilates service was introduced
to two of the centres. QHP continued to provide evening and
weekend physiotherapy services at the premises of the Prince of
Wales Hospital and has developed special rehabilitation classes and
hydrotherapy services for the clients.

Our physiotherapists continued to deliver corporate wellness
programs through health talks, exercise workshops and onsite
occupational health and safety evaluation programs for our
corporate clients. QHP will continue to expand its range of corporate
wellness programs to serve the clients in Hong Kong and will explore
similar opportunities in other markets.

Quality HealthCare LASIK & Ophthalmic Centre

This centre continued to deliver a full range of ophthalmic services
for our clients, including medical eye consultations and a number
of operative procedures including LASIK service. In 2007, we have
enhanced the range of care to include paediatric ophthalmology
care.

There was a significant growth in the number of cataract procedures
carried out in 2007 partially as a result of increased waiting times in
the Hospital Authority. The majority of our patients are word of mouth
referrals demonstrating a growing reputation in the market place.

Quality HealthCare Psychological Services (“QHPS”)

In 2007, QHPS saw an increase in the number of individual
counseling sessions provided as well as significant growth in
corporate enrolment under the Employee Assistance Program.
Enrolment has increased by 591% in 2007. A new counseling centre
was established in Macau to service the clients there.

QHPS will continue to market its range of services to the corporate
clients in Hong Kong and Macau, and is working closely with
international partners and providers in China to ensure a seamless
service delivery for multinational corporations.

Quality HealthCare Elderly Services (“QHES”)

QHES achieved a divisional profit of HK$7.9 million comparable
with 2006, with a slight decrease of 2.1% in revenue from sales to
external customers to HK$95.8 million. While there was a drop in
occupancy rates, QHES was able to maintain its profit level through
continuing efforts in cost control, restructuring and consolidation in
Tuen Mun resulting in the closure of our smallest home.
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Management Discussion and AnaIyS|s

Dual Challenges

With the upturn of the economy and an active employment market,
QHES faces the dual challenges of staff shortages and cost
escalation. The high demand for nurses in the market resulted in
significant difficulties in recruitment even at escalated salaries. In
addition, rental and other operating costs also increased. However,
we managed to transfer part of the cost pressure by an increase in
monthly service fees in December 2007 .

Quality Care

QHES continued to conduct stringent quality assurance activities
and regular facility enhancement programs. Recognition was duly
received with the successful bidding of 40 bed places under the
Enhanced Bought Place Scheme (“EBPS”) of the Social Welfare
Department (“SWD”) for our homes in North Point and Prince
Edward Road. Another 40 bed places were granted to these two
homes in the first quarter of 2008.

The SWD is committed to the continuous enhancement of the quality
of EBPS homes. We believe that we are well positioned to participate
in future tenders for beds funded by SWD and to apply for renewals
of our current EBPS programs.

Having built the reputation as a quality and reliable home operator,
QHES will continue to explore opportunities to conduct cooperative
projects with other NGO homes in future.

FINANCIAL RESOURCES AND LIQUIDITY

As at 31 December 2007, the equity attributable to equity holders
of the Company amounted to HK$307.4 million, representing an
increase of HK$68.7 million from that of 31 December 2006. The
Group’s cash and bank balances amounted to HK$240.1 million (31
December 2006: HK$177.3 million). It is the Group’s objective to
ensure there are adequate funds to meet its liquidity requirements in
the short and longer term.

The Group made no bank borrowings during the year. As at 31
December 2007, the only outstanding borrowing was an obligation
under a hire purchase contract of approximately HK$8,000 (2006:
HK$13,000).

Since the Group was in a positive net cash position (cash and bank
balances available were in excess of borrowings), gearing ratio
comparing net debt (borrowings net of cash and bank balances
available) to equity was not applicable at 31 December 2007 and 31
December 2006.
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CURRENCY AND FINANCIAL RISK MANAGEMENT

The Group’s main operating subsidiaries are located in Hong Kong
and over 90% of the Group’s revenue and purchases during the year
were denominated in Hong Kong dollars.

All bank facilities are denominated in Hong Kong dollars. Interest is
chargeable on a floating rate basis with reference to Hong Kong Best
Lending Rate or HIBOR.

Most cash and bank balances are denominated in Hong Kong
dollars. Short-term time deposits are made for varying periods
between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short-term deposit rates.

The Group’s foreign currency assets are immaterial. The Group’s
exposure to foreign exchange risk is minimal, and accordingly, it did
not have any requirement to use financial instruments for hedging
purposes.

PLEDGE OF ASSETS

At 31 December 2007, the Group had property, plant and equipment
with a net book value of approximately HK$7,000 (31 December
2006: HK$12,000) held under a hire purchase contract.

CONTINGENT LIABILITIES
Details regarding the contingent liabilities of the Group at 31
December 2007 are set out in note 27 to the financial statements.

MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES
AND ASSOCIATES

During the year, the Group disposed of its 30% equity interest in

SkinCentral Limited to the other shareholder at a consideration of

HK$5.3 million.

Apart from the above, there was no material acquisition or disposal
of subsidiaries and associates by the Group in 2007.

MANAGEMENT AND STAFF

At 31 December 2007, the total number of employees was
approximately 1,080. Total staff costs amounted to approximately
HK$336.4 million (2006: HK$319.5 million). The Group offers
competitive remuneration packages, together with discretionary
bonuses to its staff, based on industry practices, individual and
Group performances. The Group also offers training courses and
continuous education sessions as part of the Group’s emphasis on
staff training and development.
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Board of Directors and Senior Management

BOARD OF DIRECTORS

Arthur George Dew

Chairman, Non-Executive Director

Mr. Dew (66) was appointed a Non-Executive Director of the
Company on 17 December 2002 and became an Executive Director
and the Deputy Chairman of the Company on 13 February 2003. He
was appointed the Chairman of the Company on 18 March 2003
and re-designated as a Non-Executive Director of the Company
on 1 July 2007. Mr. Dew graduated from the Law School of the
University of Sydney, Australia, and was admitted as a solicitor
and later as a barrister of the Supreme Court of New South Wales,
Australia. He is currently a non-practising barrister. He has a broad
range of corporate and business experience and has served as a
director, and in some instances chairman of the board of directors,
of a number of public companies listed in Australia, Hong Kong and
elsewhere. Mr. Dew is a non-executive director and the chairman
of Allied Group Limited (“Allied Group”) and Allied Properties (H.K.)
Limited (“Allied Properties”), the ultimate holding company and the
intermediate holding company of the Company respectively. He
was appointed a non-executive director of Yu Ming Investments
Limited (“Yu Ming”) on 30 November 2007. He was also a director
of Sun Hung Kai & Co. Limited (“SHK”), the holding company of the
Company, between 1996 and 2006. Allied Group, Allied Properties,
Yu Ming and SHK are companies listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).
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Dr. Lincoln Chee Wang Jin MBBS, FRCS, FAMS

Chief Executive Officer, Executive Director

Managing Director of Quality HealthCare Medical Services

Dr. Chee (43) was appointed an Alternate Director in March 2003
and subsequently an Executive Director of the Company on 6 June
2003. He was appointed the Chief Executive Officer of the Company
on 1 July 2007. He graduated with a Bachelor of Medicine and
Bachelor of Surgery Degree (MBBS) from National University of
Singapore and was a Ear, Nose and Throat Consultant Surgeon at
Singapore General Hospital, the largest tertiary hospital in Singapore.
Dr. Chee is a Fellow of the Royal College of Surgeons Edinburgh,
Fellow of the Academy of Medicine Singapore and Fellow of the
American Academy of Otorhinolargyngology and Head and Neck
Surgery. He was sponsored by the Singapore Government to
complete a clinical fellowship in Rhinology at the University of lowa
Hospitals and Clinics ENT Programme. Dr. Chee was also a clinical
lecturer in National University of Singapore. He has published in
prestigious peer reviewed journals and conducted international
courses in Endoscopic Sinus Surgery. Dr. Chee has also attended
executive education courses for healthcare at Harvard Business
School and finance at Michigan Ross School of Business. With
over 18 years of healthcare experience, Dr. Chee has been active
in the management and strategy planning at the Group. Since his
appointment to the Board, he has been the managing director of
Quality HealthCare Medical Services. Dr. Chee was appointed a
non-executive director of Arana Therapeutics Limited (previously
known as Peptech Limited), a company listed on the Australian
Securities Exchange, in April 2007.
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Mark Wong Tai Chun

Executive Director

Mr. Wong (43) was appointed an Executive Director of the Company
on 5 April 2000. He joined the Group in 1997 and is also the Finance
Director of the Group. Prior to joining the Group, Mr. Wong had
been the financial controller of other listed companies in Hong
Kong. Mr. Wong has a Master’s Degree in Business Administration
and is a Fellow of both the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified Accountants
and a Chartered Secretary. He has taken up the post of Director
of Investment of Allied Group, the ultimate holding company of the
Company, with effect from 1 September 2007 and was appointed
an alternative director to Mr. Arthur George Dew of Yu Ming on 30
November 2007, both are companies listed on the Stock Exchange.

Francis J. Chang Chu Fai

Deputy Chairman, Independent Non-Executive Director

Mr. Chang (53) was appointed an Independent Non-Executive
Director of the Company on 28 October 2004 and became the
Deputy Chairman of the Company on 24 November 2006. Mr.
Chang is a registered person under the Securities and Futures
Ordinance and since 2000 has been the managing director of Ceres
Capital Limited. He has over 30 years of experience in banking,
corporate finance, investment and management. Mr. Chang holds
a Bachelor’s Degree in Commerce from Concordia University in
Montreal, Canada since 1976 and a Master’s Degree in Business
Administration from York University in Toronto, Canada since 1977.
He is currently an independent non-executive director of Tian An
China Investments Company Limited, Royale Furniture Holdings
Limited (formerly known as Chitaly Holdings Limited) and APAC
Resources Limited (appointed on 6 July 2007), all are companies
listed on the Stock Exchange. He was an executive director of
Golden 21 Investment Holdings Limited (now known as China
Financial Leasing Group Limited) from May 2002 to April 2007 and
Trasy Gold Ex Limited from January 2006 to November 2007, both
are companies listed on the Stock Exchange.
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Li Chak Hung

Independent Non-Executive Director

Mr. Li (43) was appointed an Independent Non-Executive Director of
the Company on 12 October 2004. He holds a Bachelor’s Degree
of Business Administration and is a Certified Public Accountant of
the Hong Kong Institute of Certified Public Accountants and a Fellow
of The Association of Chartered Certified Accountants in the United
Kingdom. He has over 18 years’ experience in auditing, accounting
and financial management. Mr. Li is also an independent non-
executive director of Shanghai Allied Cement Limited and Smart
Union Group (Holdings) Limited, both are companies listed on the
Stock Exchange. He was an independent non-executive director of
Xian Yuen Titanium Resources Holdings Limited (formerly known as
Aurora Global Investment Holdings Limited) from September 2005
to April 2007 and The Hong Kong Building and Loan Agency Limited
from October 2005 to July 2007, both are companies listed on the
Stock Exchange.

Carlisle Caldow Procter

Independent Non-Executive Director

Mr. Procter (67) was appointed an Independent Non-Executive
Director of the Company on 30 September 2004. He graduated
from the University of Sydney, Australia with a Bachelor’s Degree
and a Master’s Degree in Economics. He is a Fellow of the Financial
Services Institute of Australasia (FFin.). Based in Australia, Mr.
Procter worked in the Reserve Bank of Australia for over 30 years,
holding various senior management positions. Since leaving the
Bank, he has worked as a consultant to the International Monetary
Fund (IMF) and the Asian Development Bank (ADB) and has also
undertaken private consulting work in the Philippines, Indonesia and
Papua New Guinea in the areas of bank supervision, anti-money
laundering and corporate governance respectively. Mr. Procter is
currently a non-executive director of Bank South Pacific Limited,
a company listed on the Port Moresby Stock Exchange, and an
independent non-executive director of SHK, a company listed on the
Stock Exchange and the holding company of the Company.
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SENIOR MANAGEMENT

Dr. David Abdullah

Director of Quality HealthCare Dental Services

Dr. Abdullah (48) graduated from the University of Manchester in
1984 with a Bachelor of Dental Surgery Degree. Dr. Abdullah joined
Dr. Sandra Lee & Associates in 1998.

Dr. Chan Kin Ling

Medlcal Director of Quality HealthCare Medical Services

Chairman of Medical Standards and Compliance Committee

Dr. Chan (54) graduated from the University of Hong Kong in 1978
with Bachelor of Medicine and Bachelor of Surgery Degrees (MBBS).
He was admitted as a Fellow of Royal Australian College of General
Practitioners (FRACGP) and Fellow of Hong Kong College of Family
Physicians (FHKCFP) in 1993. Dr. Chan attained the Graduate
Diploma in Family Medicine from Monash University in 1995 and
registered as a Specialist in Family Medicine. Dr. Chan obtained his
Master’s Degree in Family Medicine from Monash University in 1999
and successfully completed the Diploma in Occupational Medicine
from Chinese University of Hong Kong in 2000. Dr. Chan was
elected as a Fellow of the Hong Kong Academy of Medicine (Family
Medicine) i.e. FHKAM (Family Medicine) in 1995. He joined Dr. Henry
Lee and Associates in 1983 and he has practiced for over 28 years.

Julie Chow Chi Lei

Executive Director of Quality HealthCare Physiotherapy

Director of Quality HealthCare Services

Director of Corporate Communications of Quality HealthCare Asia
Limited

Ms. Chow (43) graduated from the Hong Kong Polytechnic University

in 1987 with Professional Diploma in Physiotherapy and in 2005 she

attained a MBA — International Hospital Management from Nations

HealthCareer School of Management and HfB — Business School

of Finance and Management in Frankfurt, Germany. Her extensive

clinical and administrative experience covers hospitals and clinics

in private and community settings both in Hong Kong and Canada,

including a period with the Hong Kong Government’s Medical &

Health Department. Ms. Chow joined Drs. Anderson & Partners

physiotherapy clinic in 1994 and has led its transformation and

expansion into Quality HealthCare Physiotherapy.

Ms. Chow’s duties also extend to overseeing the division of
Quality HealthCare Services as well as the Group’s Corporate
Communications affairs.
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Kevin Chu Chun Kai

Internal Audit & Compliance Manager of Quality HealthCare Asia
Limited

Mr. Chu (32) holds a Bachelor degree of Arts in Accountancy. He is

a Certified Public Accountant of the Hong Kong Institute of Certified

Public Accountants. Mr. Chu joined the Group in January 2006.

Prior to joining the Group, he has worked in a listed group as internal

audit manager and worked in audit department of major international

accounting firms for over 5 years.

Jessica Keung Wing Yan

Legal Officer of Quality HealthCare Asia Limited

Ms. Keung (34) graduated from the University of Hong Kong with a
Bachelor Degree in Law and she was admitted as a solicitor of the
High Court of Hong Kong SAR in December 2000. Prior to joining the
Group, Ms. Keung had served as (assistant) in-house legal counsel
in other listed companies in Hong Kong. She had also worked in the
Credit Risk Control Department of Standard Chartered Bank (Hong
Kong) Limited. Ms. Keung was appointed as the Legal Officer of
Quality HealthCare Asia Limited in September 2005.

Leo Lam Hon Yiu

General Manager (Operations) of Quality HealthCare Asia Limited
Executive Director of Quality HealthCare Elderly Services

Mr. Lam (42) has joined the Group since 1994. He is currently
the General Manager (Operations) of Quality HealthCare Asia
Limited and an executive director of Quality HealthCare Elderly
Division. Mr. Lam holds a Bachelor’s degree in Law from Tsinghua
University and a Master’s degree in Business Administration. Mr.
Lam is also a Fellow of both the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants.

Quality HealthCare Asia Limited
SRENERAF

KERAE
SRETME R AIAESFER K2R B AT IE

REEB25)  HAXBL (G5 B - AT
BERTIAG ZHEGIHE - REANR-—FTERF
—AMMAREE o EAMAREEE - B EERN—
B_EmERE - EEAEEE - TERAEER
SRR SFIERBTE -

EEM

ERTEMERAEDEFELE

X+ (345%) BEXRBAEAR  HHEXBELE
i R-TTTFET - ARBEBFITTRRES
EFTEREZ BIE o IMAAREER - ZXETBEEE
BEM AR (BE) REVARER © WITEE
BWNEITIRT(BRB)ERABZEERREEE -
EZRTR_ETRFNAEZERERTMBERA
ALEREME -

e

SRETMNERE A EEAREIE
EELIRBEABHITEE

MELE(425%) - B—ANEOFEMBEAEE - &
RARERIEMNERARZ2EELENFRELR
BRZHITES - MEERABFEABRE 2XE
SBTSUNTRHERRETSM  MELEAREES

SRR R AREMARZERER °



Board of Directors and Senior Management

Stanley Lee Hei Yau

Operations Manager of Quality HealthCare Elderly Services

Mr. Lee (69) graduated from the School of Nursing, Medical and
Health Department, Hong Kong Government, in 1962 with a
Certificate of Graduation. He has obtained a State Registered Nurse
Certificate from General Nursing Council for England and Wales
in 1963, Diploma in Nursing Education from College of Nursing,
Australia in 1972, Registered Nurse Teacher Certificate from
General Nursing Council for England and Wales in 1980 and a Post
Registration Diploma in Nursing Administration from the Hong Kong
Polytechnic University in 1988. Mr. Lee is the Operations Manager in
the Elderly Services Division, and is responsible for maintaining the
nursing standards and operations of the elderly care homes and also
provides in-service staff training and onsite coaching.

Dr. Sandra Christina Lee

Chief Executive Officer of Quality HealthCare Dental Services

Dr. Lee (48) graduated from the University of Manchester in 1983
with a Bachelor of Dental Surgery Degree. She has practiced in the
United Kingdom and Hong Kong and established Dr. Sandra Lee
& Associates in 1988. Dr. Lee joined Quality HealthCare in 1999 to
establish the dental division of the Group.

Dr. Horace Lee Yan Wang

Medlcal Director of Quality HealthCare Medical Services

Dr. Lee (44) commenced practice at Cathay City and The Central
Medical Practice in Prince’s Building since 2004. He is the head
of the Medical Affairs Team and a member of Medical Standards
and Compliance Committee. Dr. Lee works closely with various
departments in Sheung Wan and he is responsible for the planning
and organisation of the Continuous Medical Education programme for
the Group.

Dr. Lee graduated from the University of Adelaide in 1989. Since
then, he obtained the Diploma of Occupational Medicine, Diploma
of Family Medicine and Diploma of Diabetic Management and
Education at the Chinese University of Hong Kong. Dr. Lee was
admitted to the Membership of Royal College of General Practitioner
(UK) in 2002. He also obtained the Master of Family Medicine at
the Monash University (Australia) in 2003, the Master of Science in
Endocrinology, Diabetes and Metabolism at the Chinese University
of Hong Kong in 2006 and the Master in Aviation Medicine at the
University of Otago (New Zealand) in 2008.
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Dickson Lo Chun Fai

Finance Director of Quality HealthCare Medical Services

Mr. Lo (40) obtained his Bachelor degree in Economics (major in
Accounting and Finance) from Monash University, Australia. He is
a Certified Practising Accountant of CPA Australia and a Certified
Public Accountant of the Hong Kong Institute of Certified Public
Accountants.

Mr. Lo spent seven years with PricewaterhouseCoopers Hong Kong
in providing consulting services to a wide range of corporate clients
investing in the PRC. Subsequent to this, Mr. Lo held various senior
management positions, including finance, corporate and strategic
business development roles, in a restaurant group which operated
KFC and Pizza Hut franchise restaurants in various countries in Asia
as well as in the US. In addition to financial management at corporate
level, Mr. Lo also worked in a private equity firm with experience in
merger and acquisition and portfolio management.

Tam Kit Ling

Senior Finance Manager of Quality HealthCare Asia Limited

Senior Finance Manager of Quality HealthCare Elderly Services

Ms. Tam (42) is a member of the Association of Chartered Certified
Accountants and a Certified Public Accountant of the Hong Kong
Institute of Certified Public Accountants. She joined the Company in
February 2000. She has over 18 years of experience in Finance and
Accounting. Prior to joining the Company, Ms. Tam had been the
Accounting/Finance Manager of other listed companies.

Hester Wong Lam Chun

Company Secretary of Quality HealthCare Asia Limited

Ms. Wong (48) has been the Company Secretary of the Company
since June 2003. She is also the Company Secretary of SHK, the
holding company of the Company. She is a fellow member of the
Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Chartered Secretaries. She has over 20 years’
experience in the company secretarial field.

Dr. Dominic Yan Wai Man

Medical Director of Quality HealthCare Medical Services

Dr. Yan (56) graduated from the University of Queensland in 1977
with Bachelor of Medicine and Bachelor of Surgery Degrees (MBBS).
He obtained the Diploma of Occupational Medicine from Chinese
University of Hong Kong in 2001. Dr. Yan has practiced in Australia
and Hong Kong as a General Practitioner for over 30 years. He co-
founded the Allied Medical Practices Guild in 1982.
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The Company is committed to maintaining a high standard of
corporate governance within a sensible framework with an emphasis
on the principles of integrity, transparency and accountability. The
board of directors of the Company (the “Board”) believes that good
corporate governance is essential to the success of the Company
and to the enhancement of shareholder value.

CODE ON CORPORATE GOVERNANCE PRACTICES

In the light of the Code on Corporate Governance Practices (the “CG
Code”) contained in Appendix 14 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) which came into effect on 1
January 2005, the Board has reviewed the corporate governance
practices of the Company. The Company has applied the principles
of the CG Code and complied with the applicable code provisions
of the CG Code during the year ended 31 December 2007, except
for certain deviations as specified, the reasons for such deviations as
explained below. The Board will review the current practices at least
annually, and make appropriate changes if considered necessary.

THE BOARD
The Board currently comprises six Directors in total, with two Executive
Directors, one Non-Executive Director and three Independent Non-
Executive Directors (“INEDs”). The composition of the Board during
the year and up to the date of this report is set out as follows:
Executive Directors: Dr. Lincoln Chee Wang Jin
(Chief Executive Officer)*
Mark Wong Tai Chun

Non-Executive Director: Arthur George Dew (Chairman)**

INEDs: Francis J. Chang Chu Fai
(Deputy Chairman)

Li Chak Hung

Carlisle Caldow Procter

*

Appointed as the Chief Executive Officer with effect from 1 July 2007.

*k

Re-designated from an Executive Director to a Non-Executive Director with
effect from 1 July 2007.

The brief biographical details of the Directors are set out in the
“Board of Directors and Senior Management” section on pages 21
to 24.
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During the year, the Non-Executive Directors (a majority of whom are
independent) provided the Group with a wide range of expertise and
experience. Their active participation in the Board and committee
meetings brings independent judgment on issues relating to the
Group’s strategy, performance and management process, taking
into account the interests of all shareholders.

Throughout the year, the Company had three INEDs representing
not less than one-third of the Board. Two of the three INEDs have
the appropriate professional qualifications or accounting or related
financial management expertise under Rule 3.10 of the Listing Rules.
The Board has received from each INED an annual confirmation of
his independence and considers that all the INEDs are independent
under the guidelines set out in Rule 3.13 of the Listing Rules.

The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group in addition to
the meetings for reviewing and approving the Group’s annual and
interim results. During the year, seven Board meetings were held
and attendance of each Director at the Board meetings is set out as

follows:
Number of Board meetings
attended/held
Arthur George Dew /7
Dr. Lincoln Chee Wang Jin 77
Mark Wong Tai Chun 77
Francis J. Chang Chu Fai 77
Li Chak Hung 77
Carlisle Caldow Procter 77

The Board has reserved for its decision or consideration matters
covering mainly the Group’s overall strategy, annual operating
budget, annual and interim results, recommendations on Directors’
appointment or re-appointment, material contracts and transactions
as well as other significant policy and financial matters. The Board
has delegated the daily operations and administration to the
executive management under the supervision of the Executive
Committee which has its specific written terms of reference. The
respective functions of the Board and management of the Company
have been formalised and set out in writing. These procedures were
approved by the Board in June 2005 and revised in August 2007.
The Board will review the same once a year.
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Regular Board meetings each year are scheduled in advance to
facilitate maximum attendance of Directors. At least 14 days’ notice
of a Board meeting is normally given to all Directors who are given
an opportunity to include matters for discussion in the agenda. The
Company Secretary assists the Chairman in preparing the agenda
for meetings, and ensures that all applicable rules and regulations are
complied with. The agenda and the accompanying Board papers are
normally sent to all Directors at least 3 days before the intended date
of a regular Board meeting (and so far as practicable for such other
Board meetings). Draft minutes of each Board meeting are circulated
to all Directors for their comment before being tabled at the following
Board meeting for approval. All minutes are kept by the Company
Secretary and are open for inspection at any reasonable time on
reasonable notice by any Director.

According to the current Board practice, any transaction which
involves a conflict of interests for a substantial shareholder or a
Director and which is considered by the Board to be material, will be
dealt with by the Board at a duly convened Board meeting. Bye-laws
of the Company also stipulate that a Director should abstain from
voting and not be counted in the quorum at meetings for approving
transactions in which such Director or any of his associates have a
material interest therein.

Every Director is entitled to have access to Board papers and related
materials and has access to the advice and services of the Company
Secretary. The Board and each Director also have separate and
independent access to the Company’s senior management.
Directors will be continuously updated on the major development
of the Listing Rules and other applicable regulatory requirements
to ensure compliance and upkeep of good corporate governance
practices. In addition, a written procedure was established in June
2005 to enable the Directors, in the discharge of their duties, to seek
independent professional advice in appropriate circumstances at a
reasonable cost to be borne by the Company.
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ROLES OF CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The roles of the Chairman and the Chief Executive Officer (“CEQ”)
are separate to reinforce their respective independence and
accountability. The Chairman of the Company is Mr. Arthur George
Dew who is primarily responsible for the leadership of the Board,
ensuring that all significant policy issues are discussed by the
Board in a timely and constructive manner, that all Directors are
properly briefed on issues arising at Board meetings, and that the
Directors receive accurate, timely and clear information. Dr. Lincoln
Chee Wang Jin was appointed the CEO of the Company with
effect from 1 July 2007 and is primarily responsible for the day-to-
day management, administration, development and growth of the
Group’s business. Their responsibilities are clearly segregated and
have been set out in writing and approved by the Board in June
2007.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

In June 2005, the Board established and adopted a written
nomination procedure (the “Nomination Procedure”) specifying
the process and criteria for the selection and recommendation of
candidates for directorship of the Company. The Chairman of the
Board shall, based on those criteria as set out in the Nomination
Procedure (such as appropriate experience, personal skills and time
commitment etc.), identify and recommend the proposed candidate
to the Board for approval. The Nomination Procedure was revised
in August 2007 to provide for the case of filing a vacancy of the
Chairman of the Board where the recommendation of the proposed
candidate shall then be made by the Executive Committee.

New Directors, on appointment, will be given an induction package
containing all key applicable legal and Listing Rules’ requirements
as well as guidelines on the responsibilities and obligations to be
observed by a director. The package will also include the latest
published financial reports of the Company and the documented
corporate governance practices adopted by the Board. Senior
management will subsequently conduct such briefing as is
necessary to give the new Directors more detailed information on the
Group’s businesses and activities.
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Each of the Non-Executive Directors (including INEDs) of the
Company was appointed for a specific term of one year ending 31
December 2007, subject to the relevant provisions of the Bye-laws
of the Company or any other applicable laws whereby the Directors
shall vacate or retire from their office. Such term for each of the Non-
Executive Directors has been renewed for a further one year from 1
January 2008.

According to the Bye-laws of the Company, at each annual general
meeting of the Company, one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number nearest
to but not less than one-third) should retire from office by rotation.
Any Director appointed as an addition to the Board should hold
office only until the next following annual general meeting and would
then be eligible for re-election at that meeting. Further, any Director
appointed to fill a casual vacancy should hold office only until the next
following general meeting and would then be eligible for re-election at
that meeting. Every Director shall be subject to retirement by rotation
at least once every three years.

BOARD COMMITTEES

The Board has established three committees, being the Remuneration
Committee, Audit Committee and Executive Committee, each of
which has its specific written terms of reference. Copies of minutes
of all meetings and resolutions of the committees, which are kept by
the Company Secretary, are circulated to all Board members and the
committees are required to report back to the Board on their decision
and recommendations where appropriate. The procedures and
arrangements for a Board meeting, as mentioned above, have been
adopted for committee meetings so far as practicable.

Remuneration Committee

The Remuneration Committee has been established since September
1997 and currently consists of the three INEDs, including Messrs. Li
Chak Hung (Chairman of the Committee), Francis J. Chang Chu Fai
and Carlisle Caldow Procter. The Remuneration Committee is provided
with sufficient resources to discharge its duties and has access to
independent professional advice in accordance with the Company’s
policy if considered necessary.
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The major roles and functions of the Remuneration Committee are:

()  to review and recommend to the Board the remuneration
policy and packages of the Directors and, where appropriate,
to consult the Chairman and/or CEO about the committee’s
proposals relating to the remuneration of other Executive
Directors;

(i) to review and recommend performance-based remuneration
by reference to corporate goals and objectives approved by
the Board from time to time;

(i)  to review and recommend the compensation payable to
Executive Directors relating to any loss or termination of their
office or appointment;

(iv) to review and recommend compensation arrangements
relating to dismissal or removal of Directors for misconduct;
and

(v)  to ensure that no Director is involved in deciding his own
remuneration.

The terms of reference of the Remuneration Committee of the
Company were revised in June 2005 to comply with the code
provision B.1.3 of the CG Code, but with a deviation from the
code provision of the remuneration committee’s responsibilities
to determine the specific remuneration packages of all executive
directors and senior management of a listed company. The Board
considers that the Remuneration Committee of the Company should
review (as opposed to determine) and make recommendations to
the Board on the remuneration packages of Executive Directors only
and not senior management for the following reasons:

(i) the Board believes that the Remuneration Committee is not
properly in a position to evaluate the performance of senior
executives and that this evaluation process is more effectively
carried out by the Executive Directors;

(i) the Remuneration Committee members are INEDs who come
from differing professions and backgrounds, and are not
involved in the daily operation of the Company. They may
have little direct knowledge of industry practice and standard
compensation packages. The Remuneration Committee is
thus not in a position to properly determine the remuneration
of the Executive Directors;
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(i) the Executive Directors must be in a position to supervise and
control senior management and thus must be able to control
their compensation; and

(iv) there is no reason for Executive Directors to pay senior
management more than industry standards and thus
shareholders will benefit by reducing costs in the fixing of such
compensation packages.

The revised terms of reference of the Remuneration Committee are
available at the Company’s website.

The Remuneration Committee shall meet at least once a year. Two
committee meetings were held in 2007 and the attendance of each

member is set out as follows:

Number of committee meeting

Committee member attended/held
Li Chak Hung (Chairman) 2/2
Francis J. Chang Chu Fai 2/2
Carlisle Caldow Procter 2/2

In addition to the committee meetings, the Remuneration Committee
also dealt with matters by way of circulation during 2007. In 2007,
the Remuneration Committee performed the work summarised as
below:

(i) reviewed the structure of the remuneration of the Directors;

(i) reviewed the performance of the Executive Directors and
recommended the remuneration packages of the Executive
Directors to the Board for approval;

(i) reviewed and recommended the reimbursement arrangements
for the consultancy fee of Mr. Arthur George Dew and
remuneration of Mr. Mark Wong Tai Chun to the Board for
approval; and

(iv)  reviewed and recommended the proposed services fees of the
INEDs and the renewal of terms of appointment of the Non-
Executive Directors for one year commencing from 1 January
2008 to the Board for approval.
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The remuneration payable to Directors will depend on their respective
contractual terms under their service contracts as approved by the
Board on the recommendation of the Remuneration Committee.
Details of the Directors’ remuneration are set out in note 8 to the
financial statements.

Subsequent to the balance sheet date, a committee meeting was
held to review and discuss the structure of the remuneration of
Directors and the performance of the Executive Directors, Dr. Lincoln
Chee Wang Jin and Mr. Mark Wong Tai Chun. The bonuses for
the said two Executive Directors in respect of the year 2007 were
recommended by the Remuneration Committee and subsequently
approved by the Board. Further details of which are also set out in
note 8 to the financial statements.

Audit Committee

The Audit Committee has been established since September 1997
and currently consists of the three INEDs. To retain independence
and objectivity, the Audit Committee has been chaired by an
INED (with appropriate professional qualifications or accounting or
related financial management expertise) since October 2004. The
current members of the Audit Committee are Messrs. Li Chak Hung
(Chairman of the Committee), Francis J. Chang Chu Fai and Carlisle
Caldow Procter. The Audit Committee is provided with sufficient
resources to discharge its duties and has access to independent
professional advice according to the Company’s policy if considered
necessary.

The major roles and functions of the Audit Committee are:

(i) to consider and recommend to the Board the appointment, re-
appointment, or removal of the external auditors; to approve
the remuneration and terms of engagement of the external
auditors, and any questions of resignation or dismissal of those
auditors;

(i)  to consider and discuss with the external auditors the nature
and scope of each year’s audit;

(i)  to review and monitor the external auditors’ independence and
objectivity;

(iv)  to review the interim and annual financial statements before
submission to the Board;
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to discuss any problems and reservation arising from the
interim review and final audit, and any matters the external
auditors may wish to discuss;

to review the external auditors’ management letters and
management’s response;

to review the Group’s financial controls, internal control and
risk management systems;

to review the internal audit plan, ensure co-ordination between
the internal and external auditors, and ensure that the internal
audit function is adequately resourced and has appropriate
standing within the Group; and

to consider any matters arising from internal audit’s investigation
and management’s responses.

The terms of reference of the Audit Committee of the Company were
revised in June 2005 to comply with the code provision C.3.3 of the
CG Code, but with a deviation from the code provision of the
audit committee’s responsibility to implement the policy on the

engagement of the external auditors to supply non-audit services. The
Board considers that the Audit Committee of the Company should

recommend (as opposed to implement) the policy for the following

reasons:

(i)

(i)

it is proper, and appropriate for the Board and its committees
to develop policy and make appropriate recommendations;

the proper and appropriate mechanism for implementation of
such policy and recommendations is through the Executive
Directors and management; and

INEDs are not in an effective position to implement policy and
follow up the same on a day-to-day basis.

The revised terms of reference of the Audit Committee are available

at the Company’s website.
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The Audit Committee shall meet at least three times a year. Four
committee meetings were held in 2007 and the attendance of each
member is set out as follows:

Number of committee meetings

Committee member attended/held
Li Chak Hung (Chairman) 4/4
Francis J. Chang Chu Fai 4/4
Carlisle Caldow Procter 4/4

In addition to the committee meetings, the Audit Committee also
dealt with matters by way of circulation during 2007. In 2007, the
Audit Committee performed the work as summarised below:

(i) reviewed and approved the audit scope and fees proposed
by the external auditors regarding the final audit of the Group
for the year ended 31 December 2006 and the 2007 interim
review for the six months ended 30 June 2007;

(i) reviewed the reports from the external auditors and management
letters in relation to the final audit of the Group for the year
ended 31 December 2006 and the interim results review for the
six months ended 30 June 2007;

(i) reviewed the financial reports for the year ended 31 December 2006
and for the six months ended 30 June 2007 and recommended
the same to the Board for approval;

(iv)  reviewed and approved the 2007 audit plan of the Group;

(v) reviewed the internal control and compliance activities
submitted by the Head of Internal Audit and Compliance on the
operations and performance of the Group; and

(vi)  considered the proposal for the engagement of an external
professional firm to conduct an evaluation of the corporate
governance compliance of the Group.
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Executive Committee

The Executive Committee has been established since September
2003 and currently consists of two Executive Directors, being Dr.
Lincoln Chee Wang Jin (Chairman of the Committee) and Mr. Mark
Wong Tai Chun. Upon the re-designation from an Executive Director
to a Non-Executive Director with effect from 1 July 2007, Mr. Arthur
George Dew ceased to act as the chairman and a member of the
Executive Committee. The Executive Committee is vested with all
the general powers of management and control of the activities
of the Group as are vested in the Board of the Company, save for
those matters which are reserved for the Board’s decision and
approval pursuant to the written terms of reference of the Executive
Committee.

The Executive Committee is mainly responsible for undertaking and
supervising the day-to-day management and is empowered:

()  toformulate and implement policies for the business activities,
internal control and administration of the Group; and

(i)  to plan and decide on strategies to be adopted for the
business activities of the Group within the overall strategy of
the Group as determined by the Board.

CODES FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 of the Listing Rules as its code of conduct
regarding securities transactions by the Directors. All Directors have
confirmed, following a specific enquiry by the Company, that they
have complied with the required standard as set out in the Model
Code.

To comply with the code provisions A.5.4 of the CG Code, the
Company has also established and adopted in June 2005 a Code for
Securities Transactions by Relevant Employees, on no less exacting
terms than the Model Code, to regulate dealings in the securities
of the Company by certain employees of the Company or any of
its subsidiaries who are considered to be likely in possession of
unpublished price sensitive information in relation to the Company or
its securities.
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ACCOUNTABILITY AND AUDIT

Financial Reporting

The Directors acknowledge their responsibility for preparing, with
the support from Finance Department, the financial statements of
the Group. In preparing the financial statements for the year ended
31 December 2007, the accounting principles generally accepted in
Hong Kong have been adopted and the requirements of the Hong
Kong Financial Reporting Standards (which also include Hong Kong
Accounting Standards and Interpretations) issued by the Hong
Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance have been
complied with. Appropriate accounting policies have also been
applied consistently.

The reporting responsibilities of the Company’s external auditors,
Messrs. Ernst & Young, are set out in the Independent Auditors’
Report on pages 56 and 57.

Internal Control

The Group’s internal control system are designed to provide
reasonable, but not absolute, assurance against material
misstatement or loss and manage rather than eliminate risks of failure
in operational systems.

In 2007, the Board, through the Audit Committee and the Internal
Audit and Compliance Department, has reviewed the effectiveness
of the internal control systems of the Group.

In 2007, the Board also engaged an external professional firm to
assist in the evaluation of the corporate governance and compliance
structure of the Group and in particular the internal control system.
This additional measure was adopted to assist in further strengthening
the internal control system and to improve overall corporate
governance culture. The evaluation of the corporate governance
and compliance structure was completed in early 2008 and a report
issued by the external professional firm has been received by the Audit
Committee and the Board.
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Internal Audit

The Internal Audit and Compliance Department carries out a
systematic approach to improve the effectiveness of the internal
control systems of the Group. The Head of Internal Audit and
Compliance presents his report and findings and the annual audit
plan at the Audit Committee meetings for approval. The Head of
Internal Audit and Compliance reports to the Chairman and the Audit
Committee. Copies of the minutes of the Audit Committee meetings
are also sent to the Board for information.

External Auditors’ Remuneration
During the year, the remuneration paid/payable to the Company’s
external auditors, Messrs. Ernst & Young, is set out as follows:

Services rendered for the Group Fee paid/payable
HK$’000

Audit services 1,248
Non-audit services (including taxation

compliance and advisory service fees,

review of interim results,

reports on factual findings and

evaluation of corporate governance

compliance) 623
Total 1,871

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good communication with
shareholders. Information in relation to the Group is disseminated
to shareholders in a timely manner through a number of formal
channels, which include interim and annual reports, announcements
and circulars. Such published documents together with the latest
corporate information as well as the recent development of the
Group are also made available on the Company’s website.
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The Company’s Annual General Meeting (the “AGM”) is a valuable
forum for the Board to communicate directly with the shareholders.
The Chairman actively participates in the AGM and personally chairs
the meeting to answer any questions from the shareholders. The
Chairman of the Audit Committee and Remuneration Committee
or in his absence, other members of the respective committees,
are also available to answer questions at the AGM. A separate
resolution is proposed by the Chairman in respect of each issue
to be considered at the AGM. An AGM circular is distributed to all
shareholders at least 21 days prior to the AGM, setting out details of
each proposed resolution, voting procedures (including procedures
for demanding and conducting a poll) and other relevant information.
The Chairman explains the procedures for demanding and conducting
a poll again at the beginning of the AGM, and (except where a poll
is demanded) reveals how many proxies for and against have been
received in respect of each resolution.

CORPORATE GOVERNANCE ENHANCEMENT

Enhancing corporate governance is not simply a matter of applying
and complying with the CG Code of the Stock Exchange but
about promoting and developing an ethical and healthy corporate
culture. We will continue to review and, where appropriate, improve
our current practices on the basis of our experience, regulatory
changes and developments. Any views and suggestions from our
shareholders to promote and improve our transparency are also
welcome.

On behalf of the Board

Arthur George Dew
Chairman

Hong Kong, 28 March 2008
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The Directors have pleasure in presenting their report and the
audited financial statements of the Company and the Group for the
year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note
16 to the financial statements. There were no significant changes in
the nature of the Group’s principal activities during the year.

An analysis of the business segments of the Group during the year is
set out in note 4 to the financial statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2007 and the
state of affairs of the Company and the Group at that date are set out
in the financial statements on pages 58 to 136.

An interim dividend of HK5.35 cents per ordinary share was paid
to shareholders on 3 October 2007. The Directors recommend the
payment of a final dividend of HK5.25 cents and a special dividend
of HK14.4 cents per ordinary share in respect of the year payable
on 18 June 2008 to shareholders on the register of members of the
Company on 4 June 2008, making a total dividend for the year 2007
of HK25 cents per ordinary share.
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SUMMARY OF FINANCIAL INFORMATION

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

MBERMHE

TXAEAHEEE Q2 EER BT RELIZE
EEHOEENME2 2 AEENBE DRV ERE
BZRENREERBZIHE - ARBY TEREE
AT E 2 — BB 1D ©

statements.
Year ended 31 December
BE+t=-A=t—HILEE
2007 2006 2005 2004 2003
—EELF —TEX —FERF —TETWFE —TT=
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FHR FHT FAT FHT T
RESULTS ES T
REVENUE WA 947,701 893,698 822,844 788,348 743,522
Profit before tax R Bt BT A 71,593 78,300 66,440 53,909 33,372
Tax 18 (8,360) (13,151) (10,300) (8,891) (8,933)
PROFIT FOR THE /N )N
YEAR ATTRIBUTABLE BEAEMN
TO EQUITY HOLDERS REERF
OF THE COMPANY 63,233 65,149 56,140 45,018 24,439
31 December
+=A=+—H
2007 2006 2005 2004 2003
—E2ELF —TTRF —_TTRF ZTTEF —FTLT=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FHR FHT FHT FHT T
ASSETS AND LIABILITIES ¥ERERE
Total assets BEBERE 439,619 365,772 262,335 254,707 222,559
Total liabilities BEERE 132,207 127,080 112,048 108,823 114,729
Equity attributable to equity RABREFEE A
holders of the Company FE(LHER 307,412 238,692 150,287 145,884 107,830
Total liabilities and equity BEAERANT
attributable to equity IRAFEE A
holders of the Company FE(G RS 439,619 365,772 262,335 254,707 222,559
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 14 to the financial
statements.

CHARITABLE DONATIONS
The total donations made by the Group for charitable purposes
during the year amounted to approximately HK$168,000.

SHARES, WARRANTS AND SHARE OPTIONS

Details of movements in the Company’s share capital and warrants
during the year, together with the reasons therefor, are set out in note
24 1o the financial statements.

There were no outstanding share options throughout the year. A
summary of the Company’s share incentive plan is set out in note 25
to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws or the laws of Bermuda which would oblige the Company
to offer new shares on a pro rata basis to the existing shareholders.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s securities during the year ended
31 December 2007.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 26 to the financial statements and
in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2007, the Company’s reserves available for
distribution, calculated in accordance with the Bermuda Companies
Act 1981, amounted to HK$479,636,000, of which HK$46,951,000
has been proposed as final and special dividends for the year. In
addition, the Company’s share premium account, in the amount of
HK$103,034,000, may be distributed in the form of fully paid bonus
shares.
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MAJOR CUSTOMERS AND SUPPLIERS

In 2007, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for less than 30% of the Group’s total
purchases for the year. Revenue attributable to the Group’s largest
customer and the five largest customers in aggregate accounted for
14.5% and 33.4% respectively of the Group’s total revenue for the
year.

None of the Directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers.

DIRECTORS
The Directors of the Company during the year were:

Executive Directors:
Dr. Lincoln Chee Wang Jin (Chief Executive Officer)
Mark Wong Tai Chun

Non-Executive Director:
Arthur George Dew (Chairman)

Independent Non-Executive Directors:
Francis J. Chang Chu Fai (Deputy Chairman)
Li Chak Hung

Carlisle Caldow Procter

Mr. Arthur George Dew was re-designated from an Executive
Director to a Non-Executive Director of the Company with effect from
1 July 2007. Dr. Lincoln Chee Wang Jin was appointed as the Chief
Executive Officer of the Company with effect from 1 July 2007.

In accordance with the Company’s bye-laws 87(1) and (2), Mr.
Francis J. Chang Chu Fai and Mr. Carlisle Caldow Procter will retire
by rotation and, being eligible, will offer themselves for re-election at
the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 30 to the financial statements, no Director
had a material interest in, either directly or indirectly, in any contract
of significance to the business of the Group to which the Company
or any of its subsidiaries was a party during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2007, the interests or short positions of the
Directors and chief executive of the Company in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”)), as recorded in the
register (the “Register of Directors’ Interests”) required to be kept by
the Company under Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) were
as follows:
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Approximate
percentage of
the relevant
issued share

Interests in the Number of capital as at
Company/ shares and 31 December 2007
associated underlying fioput-—2o -3
corporations Nature of shares held +ZA=+—H
Name of Directors REAR/ interest Frisma & HRBRTRA Notes
E=pgs B EE 2 R ERtE HERGER BABD Bt
Dr. Lincoln Chee Wang Jin Allied Group Limited Personal 68,000 0.03% 1
R (“Allied Group”) A
HAasEERATE
(Bt &= )
Allied Properties (H.K.) Personal 2,960,000 0.05% 2
Limited (“Allied Properties”) fEA
SEME (BE)BRAR
([BrEimE])
Sun Hung Kai & Co. Personal 258,000 0.02% 3
Limited (“SHK") fEA
FEERRAR([FEE])
Mark Wong Tai Chun Company Personal 119,202 0.05% 4
TRH ARA] fEA
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Notes:

1. This represents an interest in 68,000 shares of Allied Group, the ultimate
holding company of the Company.

2. This represents an interest in 2,960,000 shares of Allied Properties, the
holding company of SHK.

3. This represents an interest in 200,000 shares of SHK and 58,000
underlying shares attached to the physically-settled listed warrants of SHK,
the holding company of the Company.

4. This represents an interest in 119,202 shares of the Company.

5. All interests stated above represented long positions. As at 31 December
2007, no short positions were recorded in the Register of Directors’
Interests.

Save as disclosed above, as at 31 December 2007, neither 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 corporations (within the meaning
of Part XV of the SFO) as recorded in the Register of Directors’
Interests or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

During the year and as at 31 December 2007, none of the Directors

of the Company had any personal interests in the options to

subscribe for shares in the Company’s ultimate holding company,

Allied Group, granted under the share option scheme of the said

company.

At no time during the year was the Company or any of its subsidiary
companies a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate with
the exception of granting of share options to subscribe for shares in
the Company under its share incentive plan as set out in note 25 to
the financial statements.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 31 December 2007, shareholders (other than Directors or chief
executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company which were recorded
in the register (the “Register of Substantial Shareholders’ Interests”)
required to be kept by the Company pursuant to Section 336 of the
SFO were as follows:
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Approximate
percentage of
the issued share
capital as at 31

December 2007
E-BBLE
Name of Number of +=ZBA=+—H
substantial shareholders Nature of interest shares held BERITRA Notes
TERRER RERME RO EE BB (g
SHK Interest of controlled corporation 122,213,776 51.15% 1
TR REHER 2 s
Allied Properties Interest of controlled corporation 122,213,776 51.15% 2
Bt HE REHER s
Allied Group Interest of controlled corporation 122,213,776 51.15% 3
e RE REHER 2 s
Lee and Lee Trust (“LL Trust”) Interest of controlled corporation 122,213,776 51.15% 4

RIRHAE 2 s
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Notes:

Save

This represents an interest in 122,213,776 shares of the Company held
by Wah Cheong Development (B.V.l.) Limited (“Wah Cheong”), a wholly-
owned subsidiary of SHK. SHK was therefore deemed, by virtue of
the SFO, to have an interest in the shares in which Wah Cheong was
interested.

Allied Properties, through its direct and indirect wholly-owned subsidiaries,
AP Jade Limited and AP Emerald Limited, owned approximately 58.29%
interest in the issued share capital of SHK and was therefore deemed,
by virtue of the SFO, to have an interest in the shares in which SHK was
interested.

Allied Group owned approximately 73.85% interest in the issued share
capital of Allied Properties and was therefore deemed, by virtue of the SFO,
to have an interest in the shares in which Allied Properties was interested.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the
trustees of LL Trust, being a discretionary trust. They together owned
approximately 42.60% interest in the issued share capital of Alied Group
and were therefore deemed, by virtue of the SFO, to have an interest in the
shares in which Allied Group was interested.

All interests stated above represented long positions. As at 31 December

2007, no short positions were recorded in the Register of Substantial
Shareholders’ Interests.

as disclosed above, as at 31 December 2007, so far as was

known to the Directors, no other person had interests or short

positions in the shares and underlying shares of the Company

which are required to be recorded in the Register of Substantial

Shareholders’ Interests.

Quality HealthCare Asia Limited
SRENERA A

G

1. ZAEz5 5 Wah Cheong Development (B.V.1.) Limited
(Twah Cheongl) (ST E 2 2 EWEB R A) Fifs
122,213,776 IR AN A R IR0 2 #E %= » IBIBRF FHE K
Bl - SRR E LR S A %5 H Wah Cheong# A
A 2 R o

2. BEtESBEEEREZE2ANEAFAP Jade
Limited 5 AP Emerald Limited R ¥ E 52 21T A
B #58.20% 55 - EILRIEEFHIE OISR A
BRERIBERG 2K 2

3. éﬁé%lmﬁwﬁﬁaﬁéﬁﬁmh%ﬁiﬁm 85% &
- ARREF BRI E AEEZEHE S
%%ﬁz&@z%ﬁo

4, RRIESRLE - ?;‘ﬂgﬁt&?mik%‘aiﬁu Trustz
EFEA  ZERN—BEEET  c HERBAEED
%*«THQZKEP:.,J;WZ’Mz 60% tEm - B IRIRE
HEROIWERARBZSHME BTS2k 2 &

Eo

& i AERSEARE - RZBELF+-A=+—
B REFERFERELMAE - WEARTH -

FREXFIEESN R_FFLF+ A= Jr*
B BEEMA MEEHALTRARFZNE
R PR RCHEN T ERRESBRLMAZ
REmRE °



CONTINUING CONNECTED TRANSACTIONS
As disclosed in the announcement of the Company dated 7 February

2007, the Company entered into the following three agreements

(the “Agreements”) with certain subsidiaries of SHK, a controlling

shareholder and a connected person of the Company as defined

under the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited (the “Listing Rules”), all on 7
February 2007:

1

Insurance Brokerage Services Agreement

An Insurance Brokerage Services Agreement was entered
with Sun Hung Kai Insurance Consultants Limited (“SHK
Insurance”), an indirect wholly-owned subsidiary of SHK,
pursuant to which, SHK Insurance would agree to provide
packaged insurance brokerage services to the Group for
a term of eleven months commencing from 1 February
2007. SHK Insurance would assist the Group in procuring
insurance policies to be taken out with third party insurers.
The provision of such services by SHK Insurance would be
on SHK Insurance’s usual terms for provision of the same
services to an independent third party and the premium for any
insurance policy procured would be the prevailing premium
charged by SHK Insurance to an independent third party
when dealing on an arm’s length basis having regard to any
other special circumstances such as arm’s length negotiated
volume discounts. The aggregate amount payable by the
Group under this agreement for the eleven-month period
ended 31 December 2007 should not exceed the annual cap
of HK$5,000,000. The total amount of insurance premium
paid to SHK Insurance for the term of the agreement was
approximately HK$3,000,000.
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(2

(3)

Corporate Secretarial Services Agreement

A Corporate Secretarial Services Agreement was entered
with Wineur Secretaries Limited (“Wineur Secretaries”), an
indirect wholly-owned subsidiary of SHK, pursuant to which,
Wineur Secretaries would agree to provide the companies in
the Group with the services of a company secretary and with
the corporate secretarial services for a term of eleven months
commencing from 1 February 2007. The services provided
by Wineur Secretaries was classified into two types, namely,
routine services and non-routine services. The retainer fee for
the routine services was HK$1,050,000 and the service fee
for the provision of non-routine services would be agreed on
an arm’s length basis separately for each task having regard
to the work involved. The aggregate amount payable by the
Group under this agreement for the eleven-month period
ended 31 December 2007 should not exceed the annual
cap of HK$1,800,000. The total amount paid to Wineur
Secretaries, for both routine and non-routine services together
with related disbursements, for the term of the agreement was
approximately HK$1,229,000.

Internal Audit and Compliance Consultancy Services
Agreement

An Internal Audit and Compliance Consultancy Services
Agreement was entered with SHK Consultancy Services
Limited (“SHKCS”), an indirect wholly-owned subsidiary of
SHK, pursuant to which SHKCS would agree to provide the
companies in the Group with internal audit and compliance
consultancy services for a term of eleven months commencing
from 1 February 2007. The fee for the services provided by
SHKCS, charged on a time-cost basis, was estimated to be
around HK$150,000. Furthermore, the fee for any requested
audit and compliance work would be pre-estimated and
agreed separately on an arm’s length basis in view of the
work involved. The aggregate amount payable by the Group
under this agreement for the eleven-month period ended
31 December 2007 should not exceed the annual cap of
HK$150,000. The total amount of the internal audit and
compliance consultancy fee paid to SHKCS for the term of the
agreement was nil.
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The transactions contemplated under the Agreements constitute
continuing connected transactions of the Company (the “Continuing
Connected Transactions”) under Rule 14A.14 of the Listing Rules.
Details of the Continuing Connected Transactions were published
in the Company’s announcement dated 7 February 2007 and are
included in this Annual Report in accordance with the requirements
of Rules 14A.45 and 14A.46 of the Listing Rules.

Pursuant to Rule 14A.37 of the Listing Rules, the Independent Non-
Executive Directors of the Company, being Messrs. Francis J. Chang
Chu Fai, Li Chak Hung and Carlisle Caldow Procter, have reviewed
the Continuing Connected Transactions and confirmed that the
Continuing Connected Transactions were entered into:

(i) in the ordinary and usual course of business of the Company;

(i) on normal commercial terms; and

(i) in accordance with the relevant Agreements governing them
on terms that were fair and reasonable and in the interests of
the shareholders of the Company as a whole.

In the opinion of the Board of Directors, the Continuing Connected
Transactions have been entered into in the manners stated above.

Pursuant to Rule 14A.38 of the Listing Rules, the Board of Directors
has also received a letter from the Company’s auditors confirming
that the Continuing Connected Transactions:

(i) have received the approval of the Company’s Board of
Directors;

(i)  had been entered into in accordance with the relevant
Agreements; and

(i) the aggregate amount of the fees paid or payable by the Group
under the Agreements have not exceeded the relevant annual
caps as disclosed in the Company’s announcement dated 7
February 2007.

Report of the Directors
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Report of the Directors
EEEWRE

The Continuing Connected Transactions also constitute related party
transactions of the Group during the year which are detailed in note
30 to the financial statements pursuant to the requirements under
the Hong Kong Accounting Standard 24 and falls under the definition
of “continuing connected transaction” in Chapter 14A of the Listing
Rules. The Company has complied with the disclosure requirements,
where appropriate, in accordance with Chapter 14A of the Listing
Rules.

Subsequent to the balance sheet date, on 31 January 2008, the
Company entered into two new agreements (the “New Agreements”)
with SHK Insurance and Wineur Secretaries respectively for a term of
one year commencing from 1 January 2008. The annual caps for the
transactions under the New Agreements were set at HK$5,800,000
and HK$1,300,000 respectively. The Directors (including the
Independent Non-Executive Directors) are of the view that the New
Agreements were entered into, after arm’s length negotiations, on
normal commercial terms and that the terms of the New Agreements
are fair and reasonable so far as the shareholders of the Company
and the Company as a whole are concerned. Further details of the
New Agreements have been published in the announcement of the
Company dated 31 January 2008.

On 31 January 2008, the Company also entered into a sharing
of management services agreement (the “Management Services
Agreement”) with Allied Group, the ultimate holding company and
a connected person of the Company as defined under the Listing
Rules, for a term of three years commencing from 1 January 2008.
The annual caps for the transactions under the Management
Services Agreement were set at HK$1,440,000, HK$1,584,000
and HK$1,740,000 for each of the three financial years ending 31
December 2010 respectively. Further details of the Management
Services Agreement have been published in the announcement of
the Company dated 1 February 2008.

Quality HealthCare Asia Limited
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
“Corporate Governance Report” on pages 29 to 42.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is available to the Company and within the
knowledge of its Directors as at the date of this report, the Company
has maintained sufficient public float as required under the Listing
Rules.

AUDITORS

Ernst & Young retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming annual
general meeting.

On behalf of the Board

Dr. Lincoln Chee Wang Jin
Chief Executive Officer & Executive Director

Hong Kong, 28 March 2008
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Independent Auditors’ Report
B BT RS

Ell ERNST & YOUNG

To the shareholders of Quality HealthCare Asia Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements of Quality HealthCare
Asia Limited set out on pages 58 to 136, which comprise the
consolidated and company balance sheets as at 31 December
2007, 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 FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these 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 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.

AUDITORS’ RESPONSIBILITY

Qur responsibility is to express an opinion on these financial
statements based on our audit. Our report is made solely to you, as
a body, in accordance with Section 90 of the Bermuda Companies
Act 1981, 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 financial statements are free from
material misstatement.

Quality HealthCare Asia Limited
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(REREAMHK Tz HRAA)
HIRZ AR

AZHBEME TR EZTIHNESBAEE 136 AL E
REBMNERABFHRE - BN _FTLF+=
A=+—BzHERRAREEREBR  REEZHA
IFFEZFERER  RERaESRIGARS
mBIE - AREB SRR EMHANE

&

ESHMBREZEE

g

S ARERRAERRELESFMASEMZEE
MBHRERNRBBRAGRIIZEBERERBEEE
BNF 2 HBHE - WETERERE - Bk
HRE N BB RN P25 RS 2 AERE
% AMERM SRS T FEHR AR BR M B
EABERER  BEBNERBEE ZSFBOR - IR
BRIEL ARz @5HhET -

\

RBE 2 ST

g EERERARE-NN\—FRFER
NIRZRE  REARBENN TR - BARXENB
HBEFLHERALERZEBRRBRE - BRI ZINEHR
EREEME R - AEBEI T EIARE ZARR
EREMA LR FSARERMEE -

AZHEMEREE LS ASRM I BBEE
AETTER - ELERRRAZEEETHEER
RE - WRBIMBITER - LA ERETE M FUHER
SRR TNFHEMEAMHERRML



An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of the 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 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
financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at 31 December
2007 and of the Group’s profit and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
18th Floor

Two International Finance Centre
8 Finance Street

Central

Hong Kong

28 March 2008
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Consolidated Income Statement

meElER

Year ended 31 December 2007 #HZE—_ZTZT+F+-_A=+—HILFE

REVENUE

Other income and gains

Changes in inventories of finished goods

and dispensary supplies consumed
Employee benefits expense
Depreciation
Other expenses, net
Finance cost
Share of profits and losses of:

A jointly-controlled entity

An associate

PROFIT BEFORE TAX

Tax

PROFIT FOR THE YEAR
ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

DIVIDENDS
Interim
Proposed final
Proposed special

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF
THE COMPANY

Basic

Diluted

Quality HealthCare Asia Limited
SRENERA A
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HmEFEZEHR
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MEEM

FEAE I 2 E51R
—FIARIEHIR %

— A AR
BRBE AT

BB
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Notes
Ff=E

10

11

12

13

2007 2006
—eBLE  —TEAE
HK$’000 HK$'000
FEx T
947,701 893,698
22,281 15,163
(44,928) (37,463)
(336,413) (319,500)
(16,161) (15,228)
(501,382) (458,810)
(1) (1)
42 (10)

454 451
71,593 78,300
(8,360) (13,151)
63,233 65,149
12,783 6,624
12,544 19,474
34,407 32,495
59,734 58,593

26.6 cents &1Ll 32.8 cents 7 lll

26.5 cents j&{l  31.3 cents &




NON-CURRENT ASSETS

Property, plant and equipment

Goodwill

Interest in a jointly-controlled entity

Interest in an associate

Deposits for purchases of items of
property, plant and equipment

Total non-current assets

CURRENT ASSETS

Inventories

Accounts receivable

Prepayments, deposits and
other receivables

Cash and bank balances

Total current assets

CURRENT LIABILITIES
Accounts payable, other payables,
accruals and deposits received

Deferred revenue
Hire purchase contract payable
Tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Hire purchase contract payable
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY ATTRIBUTABLE TO EQUITY

HOLDERS OF THE COMPANY
Issued capital
Reserves

Proposed final and special dividends

Total equity

Dr. Lincoln Chee Wang Jin
BB E
Director

EF

Consolidated Balance Sheet
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Mark Wong Tai Chun
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Director
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31 December 2007

Notes

it

14
15
17
18

19
20

21

22

22
23

24
26(a)
12

2007 2006
“BRLE  ZFERE
HK$’000 HK$’000
FHET SRCIE
42,437 38,199
352 467

- 2,506

597 ~
44,744 42,530
11,341 9,684
114,948 108,731
28,523 57544
240,063 177,283
394,875 323,242
126,605 117 544
3,078 3607

5 5

483 4,547
131,071 125,703
263,804 197,539
308,548 240,069
3 8

1,133 1 369
1,136 1377
307,412 038,692
23,893 01,038
236,568 165,685
307,412 038,692
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Consolidated Statement of Changes in Equity

TR E) R

Year ended 31 December 2007 #HZE—ZZ+F+_A=+—HILFE

Proposed
Share final and
Issued  premium special Total
capital account  Retained dividends equity
BET B profits  ERAH B3
B BEER RERN REHKRE @5t
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bt zE THT THT THT THT TR
At 1 January 2006 RZEZE E—HA—AH 19,633 914 128,492 6,348 150,287
Final 2005 dividend declared ER-ZTHEF
RS = = - (6,361) (6,361)
Adjustment for final “TTHE
2005 dividend R B AR = = (13) 13 -
Issue of shares upon exercise of  [R{T{EREARHE
share options BT 24 81 1,106 - - 1,187
Issue of shares upon exercise of  R{T{ERMRIEE
warrants BT 24fii 1,424 33,630 - - 35,054
Profit for the year M%ﬂ - - 65,149 - 65,149
Interim 2006 dividend ZERFRERE 12 - - (6,624) - (6,624)
Proposed final and special ﬁﬁ_??ﬂﬁ
2006 dividends REARFERIRR S 12 - - (51,969 51,969 -
At 31 December 2006 and RZZTRE
at 1 January 2007 +ZA=+—-Bk
—TT+F-H—-H 21,038 35,650 130,035 51,969 238,692
Final and special 2006 ER-ZTNF
dividends declared REARFFRIRR 2. - - - (51,969) (51,969)
Issue of shares upon exercise of /TR RRIEE
warrants BIIRN 24() 2,855 67,384 = = 70,239
Profit for the year RERGEF = = 63,233 = 63,233
Interim 2007 dividend “EREERERS 12 - - (12,783) = (12,783)
Proposed final and special BE-STLERH
2007 dividends i&eaille) 12 - - (46,951) 46,951 =
At 31 December 2007 RITSLF
+=ZA=1+—8 23,893 103,034*  133,534* 46,951 307,412
& These reserve accounts comprise the consolidated reserves of * N ERERBEERCEEABRRAZKREGHE

HK$236,568,000 (2006: HK$165,685,000) in the consolidated balance

sheet.

Quality HealthCare Asia Limited
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Consolidated Cash Flow Statement
HEBEEREB|EK

Year ended 31 December 2007 #HZE-_ZZtF+_-_A=+—HILFE

2007 2006
—EE2LHF —ETRF
Notes HK$’000 HK$’'000
=3 FBT FHET
CASH FLOWS FROM OPERATING KETEZHERE
ACTIVITIES
Profit before tax BREE AT 3 7 71,593 78,300
Adjustments for: KR
Finance cost [ELE= VDN 7 1 1
Share of profits and losses of a FEAG FEREERIRE R
jointly-controlled entity and an associate /N i D5 S (496) (441)
Bank interest income HRITHE WA 6 (8,782) (4,429
Gain on disposal of an associate HE—EBE ARz e 6 (2,460) =
Dividend income from REFELTHRE
unlisted investments Z BREIA 6 - (630)
Depreciation e 6 16,161 15,228
Impairment of goodwill R RE 6 - 2,169
Impairment of accounts receivable FEWERIE R E 6 1,120 1,776
Loss/(gain) on disposal/write-off of items HE MWHEYE  BE
of property, plant and equipment Rtz BB () 6 (333) 305
76,804 92,279
Increase in an amount due to a JEAS — A R 2
jointly-controlled entity 1B FRIALEAN 157 10
Increase in inventories FE (1,657) (1,803)
Increase in accounts receivable JEE Lt B TE 32 A (7,337) (27,237)
Increase in prepayments, deposits and i‘EH KIE - e REAME
other receivables FRIFIE AN (979) (5,796)
Increase in accounts payable, other payables, J,‘ETTJLEEIE - B R ERIE
accruals and deposits received FEETSRIE R B WZ &3 N 9,061 15,771
Increase/(decrease) in deferred revenue EEWAIE I, CRA) 371 (135)
Cash generated from operations REZEESRE 76,420 73,089
Interest paid BHFE (1) (1)
Hong Kong profits tax paid BB BTG (12,660) (13,750)
Net cash inflow from operating activities LETREFSIR S M AEEE 63,759 59,338
CASH FLOWS FROM INVESTING RETHZRERE
ACTIVITIES
Purchases of items of property, BEME - BER&E
plant and equipment (21,570) (27,563)
Proceeds from disposal of items of property, HEWE - BHE &
plant and equipment RABFTS A 1,504 =
Proceeds from disposal of an associate i — R A
F8 508 5,300 -
Deposits paid for purchases of property, BEVL  BER
plant and equipment E f% [=ANE &R (597)
Repayment from an associate R /NCIE SR 120 226
Repayment from a jointly-controlled entity R HI ¥ E R - 332
Dividend received from unlisted investments PK BIEEMIRE 2B WS - 630
Interest received BHF 2 8,782 4,429
Net cash outflow from investing activities WEESHRES M FE (6,461) (21,946)
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Consolidated Cash Flow Statement

RERTRB®EK

Year ended 31 December 2007 HZE_—ZZTHFE+-_A=+—HILFE

CASH FLOWS FROM FINANCING
ACTIVITIES

Issue of shares upon exercise of
share options

Issue of shares upon exercise of warrants

Capital element of a hire purchase
contract payable

Dividends paid

Net cash inflow from financing activities

NET INCREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents
at beginning of year

CASH AND CASH EQUIVALENTS
AT END OF YEAR

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS
Cash and bank balances

Quality HealthCare Asia Limited
SRENERA A
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RTTERE AR T

RITE R ETTAD
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ERRE
MEEDCRERAFR

BeRERREEE
Z R

FNzRERER
BeRE

FEZHAERER
REEE

RERERAREEE
EERD AT
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Note
B aE

24(1)

“BRLE  ZFTRF
HK$°000 HK$’000
T FAT
N 1,187
®) 5)
(64,752) (12,985)
5482 23,251
62,780 60,643
177,283 116,640
240,063 177,283
240,063 177,283




NON-CURRENT ASSETS
Interests in subsidiaries

CURRENT ASSETS

Prepayments, deposits and
other receivables

Cash and bank balances

Total current assets

CURRENT LIABILITIES
Other payables and accruals
Tax payable

Total current liabilities
NET CURRENT ASSETS
Net assets

EQUITY
Issued capital
Reserves

Proposed final and special dividends

Total equity

Dr. Lincoln Chee Wang Jin

HBE{-B4E
Director

EF

HRBEE
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REBEE
BNFOR - BER

H it FE W RIA
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REEE
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Mark Wong Tai Chun
FA8

Director

EF

31 December 2007

Notes

F=E

16

24
26(b)
12

Balance Sheet

EEREB/R

T+ F+-A=1T—H

2007 2006
—BBLE  —TTAE
HK$°000 HK$'000
T i
497,525 531,132
550 493
120,180 57,070
120,730 57,563
10,269 9,758
1,423 541
11,692 10,299
109,038 47,264
606,563 578,396
23,893 21,038
535,719 505,389
46,951 51,969
606,563 578,396
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Notes to Financial Statements
R E M EE

31 December 2007

2.1

T+ F+-A=1T—H

CORPORATE INFORMATION

Quiality HealthCare Asia Limited is a limited liability company
incorporated in Bermuda. The registered office of the
Company is located at Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda.

During the year, the Group was involved in the following
principal activities:

° provision of medical services

° provision of nursing agency, physiotherapy, dental and
other services

° provision of elderly care services

In the opinion of the directors, the immediate holding
company of the Company is Wah Cheong Development
(B.V.l) Limited, which is incorporated in the British Virgin
Islands, and the ultimate holding company of the Company is
Allied Group Limited (“AGL”), which is incorporated in Hong
Kong.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (‘HKASs”)
and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention. These financial
statements are presented in Hong Kong dollars and all values
are rounded to the nearest thousand except when otherwise
indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2007. The results of subsidiaries are consolidated from
the date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the
date that such control ceases. All significant intercompany
transactions and balances within the Group are eliminated on
consolidation.

Quality HealthCare Asia Limited
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2.2

IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial
statements. Except for in certain cases, giving rise to new
and revised accounting policies and additional disclosures,
the adoption of these new and revised standards and
interpretations has had no material effect on these financial
statements.

HKFRS 7
HKAS 1 Amendment

HK(FRIC)-Int 8

HK(FRIC)-Int 9

HK(FRIC)-Int 10

Financial Instruments: Disclosures

Capital Disclosures

Scope of HKFRS 2

Reassessment of Embedded
Derivatives

Interim Financial Reporting and
Impairment

The principal effects of adopting these new and revised
HKFRSs are as follows:

(a)

(b)

HKFRS 7 Financial Instruments: Disclosures

This standard requires disclosures that enable users of
the financial statements to evaluate the significance of
the Group’s financial instruments and the nature and
extent of risks arising from those financial instruments.
The new disclosures are included throughout the
financial statements. While there has been no effect
on the financial position or results of operations of the
Group, comparative information has been included/
revised where appropriate.

Amendment to HKAS 1 Presentation of Financial
Statements - Capital disclosures

This amendment requires the Group to make
disclosures that enable users of the financial
statements to evaluate the Group’s objectives,
policies and processes for managing capital. These
new disclosures are shown in note 32 to the financial
statements.
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T+ F+ZA=1T—H

2.2 IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(c)

(d)

(e)

HK(IFRIC)-Int 8 Scope of HKFRS 2

This interpretation requires HKFRS 2 to be applied
to any arrangement in which the Group cannot
identify specifically some or all of the goods or
services received, for which equity instruments are
granted or liabilities (based on a value of the Group’s
equity instruments) are incurred by the Group for a
consideration, and which appears to be less than
the fair value of the equity instruments granted or
liabilities incurred. As the Company has only issued
equity instruments to the Group’s employees in
accordance with the Company’s share option scheme,
the interpretation has had no effect on these financial
statements.

HK(IFRIC)-Int 9 Reassessment of Embedded
Derivatives

This interpretation requires that the date to assess
whether an embedded derivative is required to be
separated from the host contract and accounted for as
a derivative is the date that the Group first becomes a
party to the contract, with reassessment only if there
is a change to the contract that significantly modifies
the cash flows. As the Group has no embedded
derivative requiring separation from the host contract,
the interpretation has had no effect on these financial
statements.

HK(IFRIC)-Int 10 Interim Financial Reporting and
Impairment

The Group has adopted this interpretation as of 1
January 2007, which requires that an impairment loss
recognised in a previous interim period in respect of
goodwill or an investment in either an equity instrument
classified as available-for-sale or a financial asset
carried at cost is not subsequently reversed. As the
Group had no impairment losses previously reversed in
respect of such assets, the interpretation has had no
impact on the financial position or results of operations
of the Group.
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2.3

Notes to Financial Statements

IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG 2.3
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

31 December 2007
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HKFRS 8
HKAS 1 (Revised)
HKAS 23 (Revised)

HKAS 27 (Revised)

Operating Segments '
Presentation of Financial Statements'
Borrowing Costs '

Consolidated and Separate Financial
Statements °

HKFRS 2 Amendments Share-based Payment — Vesting
Conditions and Cancellations !

HKFRS 3 (Revised) Business Combinations °

HK(IFRIC)-Int 11 HKFRS 2 - Group and Treasury Share
Transactions 2

HK(IFRIC)-Int 12 Service Concession Arrangements

HK(IFRIC)-Int 13 Customer Loyalty Programmes ®

HK(IFRIC)-Int 14 HKAS 19 - The Limit on a Defined

Benefit Asset, Minimum Funding
Requirements and their Interaction *

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

2 Effective for annual periods beginning on or after
1 March 2007

® Effective for annual periods beginning on or after
1 July 2008

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

S Effective for annual periods beginning on or after
1 July 2009

HKFRS 8, which will replace HKAS 14 Segment Reporting,
specifies how an entity should report information about
its operating segments, based on information about the
components of the entity that is available to the chief
operating decision maker for the purposes of allocating
resources to the segments and assessing their performance.
The standard also requires the disclosure of information
about the products and services provided by the segments,
the geographical areas in which the Group operates, and
revenue from the Group’s major customers. The Group
expects to adopt HKFRS 8 from 1 January 2009.

B RS AR EBHE
F8EE

BRSERNE1R B HRERNZEN
(#&4E3])

EFLETERE 235 BERA
(#&4£3])

ERSFTERNE 279 GRERBYMIEIRKS
(#&127])

BB TSRS %R R T —FE
FE 25k (BFIA) T R a s

BT RE 2ER GBS
EREACSCHD)

5% (BRI BHRE  BAMKREER
2EZEE)- FEoE—EENM
ZEE115 MERNDR 5?2

&% (BBIBHRE  REETELE
REZET)-
2EFE125%

5% (BRI BEHRE  XPRWEES
2EZEE)-
2EE 135K

&% (BEBRPBHRE  BAQTERE 195
2EZET)- - RAERNEEZ
2EBFE 145 Rl ZIEEEFE

MERE @R

g R-ZETZNF—H Bz E&RIEZ
FEHR AR

2 R-ZT+F=F B EHsZ
FIEHAR AR

g R-ETZNF+ A Bz ERIEZ
FEHIR AR

¢ R-ZEENF—H B2 E&RIBEZ
FEHR AR

g R-ZBTNFLA Bz &BMABZ
FIEHAR AR

BB HRE R E SR AFMAR B AL T4

BIZE145R 7 20 iR - Bk EELER DS

HER - FRESDBAIEEIERLLRR
ENBEERMFEERNER - ZZERIF
BERKESD BPIREENERMRS - &
BELEFEEERIZNER - AEE
BAR-_ZEZENF—A—HRBERZE
U

Annual Report 2007
—ETLEFR

67



68

Notes to Financial Statements
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31 December 2007

2.3

T+ F+ZA=1T—H

IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING STANDARDS
(continued)

HKAS 1 has been revised to separate owner and non-owner
changes in equity. The statement of changes in equity will
include only details of transactions with owners, with all
non-owner changes in equity presented as a single line. In
addition, the revised standard introduces the statement of
comprehensive income: it presents all items of income and
expense recognised in profit or loss, together with all other
items of recognised income and expense, either in one single
statement, or in two linked statements. The Group is still
evaluating whether it will have one or two statements.

HKAS 23 has been revised to require capitalisation of
borrowing costs when such costs are directly attributable
to the acquisition, construction or production of a qualifying
asset. As the Group’s current policy for borrowing costs
aligns with the requirements of the revised standard, the
revised standard is unlikely to have any financial impact on
the Group.

HKAS 27 has been revised to require that a change in the
ownership interest of a subsidiary is accounted for as an
equity transaction. Therefore, such a change will have no
impact on goodwill, nor will it give rise to a gain or loss.
Furthermore, the revised standard changes the accounting
for losses incurred by the subsidiary as well as the loss
of control of a subsidiary. The changes introduced by the
revised standard must be applied prospectively and will affect
future acquisitions and transactions with minority interests.

HKFRS 2 has been amended to restrict the definition of
“vesting condition” to a condition that includes an explicit or
implicit requirement to provide services. Any other conditions
are non-vesting conditions, which have to be taken into
account to determine the fair value of the equity instruments
granted. In the case that the award does not vest as the
result of a failure to meet a non-vesting condition that is
within the control of either the entity or the counterparty, this
must be accounted for as a cancellation. The Group has
not entered into share-based payment schemes with non-
vesting conditions attached and, therefore, does not expect
significant implications on its accounting for share-based
payments.

HKFRS 3 has been revised to introduce a number of changes
in the accounting for business combinations that will impact
the amount of goodwill recognised, the reported results in the
period that an acquisition occurs, and future reported results.
The changes introduced by the revised standard must be
applied prospectively and will affect future acquisitions, and
transactions with minority interests.
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2.3

IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING STANDARDS
(continued)

HK(FRIC)-Int 11 requires arrangements whereby an employee
is granted rights to the Group’s equity instruments, to be
accounted for as an equity-settled scheme, even if the
Group acquires the instruments from another party, or the
shareholders provide the equity instruments needed. HK(IFRIC)-
Int 11 also addresses the accounting for share-based payment
transactions involving two or more entities within the Group.

HK(FRIC)-Int 12 requires an operator under public-to-
private service concession arrangements to recognise the
consideration received or receivable in exchange for the
construction services as a financial asset and/or an intangible
asset, based on the terms of the contractual arrangements.
HK(FRIC)-Int 12 also addresses how an operator shall apply
existing HKFRSs to account for the obligations and the rights
arising from service concession arrangements by which a
government or a public sector entity grants a contract for the
construction of infrastructure used to provide public services
and/or for the supply of public services.

HK(FRIC)-Int 13 requires that loyalty award credits granted
to customers as part of a sales transaction are accounted
for as a separate component of the sales transaction. The
consideration received in the sales transaction is allocated
between the loyalty award credits and the other components
of the sale. The amount allocated to the loyalty award credits
is determined by reference to their fair value and is deferred
until the awards are redeemed or the liability is otherwise
extinguished.

HK(FRIC)-Int 14 addresses how to assess the limit under
HKAS 19 “Employee Benefits”, on the amount of a refund
or a reduction in future contributions in relation to a defined
benefit scheme that can be recognised as an asset, in
particular, when a minimum funding requirement exists.

The Group is in the process of making an assessment of
the impact of these new and revised HKFRSs upon initial
application but is not yet in a position to state whether these
new and revised HKFRSs would have a significant impact on
the Group’s results of operations and financial position.
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T+ F+ZA=1T—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating
policies the Company controls, directly or indirectly, so as to
obtain benefits from its activities.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s interests in subsidiaries are
stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic
activity. The joint venture operates as a separate entity in
which the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates
the capital contributions of the joint venture parties, the
duration of the joint venture entity and the basis on which
the assets are to be realised upon its dissolution. The profits
and losses from the joint venture’s operations and any
distributions of surplus assets are shared by the venturers,
either in proportion to their respective capital contributions, or
in accordance with the terms of the joint venture agreement.

A joint venture is treated as:

(@  a subsidiary, if the Group has unilateral control, directly
or indirectly, over the joint venture;

(o)  a jointly-controlled entity, if the Group does not have
unilateral control, but has joint control, directly or
indirectly, over the joint venture;

(c) an associate, if the Group does not have unilateral or
joint control, but holds, directly or indirectly, generally
not less than 20% of the joint venture’s registered
capital and is in a position to exercise significant
influence over the joint venture; or

(d) an equity investment accounted for in accordance
with HKAS 39, if the Group holds, directly or indirectly,
less than 20% of the joint venture’s registered capital
and has neither joint control of, nor is in a position to
exercise significant influence over, the joint venture.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Jointly-controlled entity

A jointly-controlled entity is a joint venture that is subject to
joint control, resulting in none of the participating parties
having unilateral control over the economic activity of the
jointly-controlled entity.

The Group’s interest in a jointly-controlled entity is stated
in the consolidated balance sheet at the Group’s share of
net assets under the equity method of accounting, less
any impairment losses. The Group’s share of the post-
acquisition results and reserves of a jointly-controlled entity
is included in the consolidated income statement and
consolidated reserves, respectively. Unrealised gains and
losses resulting from transactions between the Group and
its jointly-controlled entity are eliminated to the extent of the
Group’s interest in the jointly-controlled entity, except where
unrealised losses provide evidence of an impairment of the
asset transferred.

Associate

An associate is an entity, not being a subsidiary or a jointly-
controlled entity, in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and
over which it is in a position to exercise significant influence.

The Group’s interest in an associate is stated in the
consolidated balance sheet at the Group’s share of
net assets under the equity method of accounting, less
any impairment losses. The Group’s share of the post-
acquisition results and reserves of an associate is included
in the consolidated income statement and consolidated
reserves, respectively. Unrealised gains and losses resulting
from transactions between the Group and its associate
are eliminated to the extent of the Group’s interest in the
associate, except where unrealised losses provide evidence
of an impairment of the asset transferred.

Goodwill

Goodwill arising on the acquisition of subsidiaries or
businesses represents the excess of the cost of the business
combination over the Group’s interest in the net fair value of
the acquirees’ or businesses’ identifiable assets acquired,
and liabilities and contingent liabilities assumed as at the date
of acquisition.

Gooawill on acquisitions for which the agreement date is on
or after 1 January 2005

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset, initially measured
at cost and subsequently at cost less any accumulated
impairment losses.
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T+ F+ZA=1T—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

The carrying amount of goodwill is reviewed for impairment
annually or more frequently if events or changes in
circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill forms part of a cash-generating unit (group
of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of
the operation when determining the gain or loss on disposal
of the operation. Goodwill disposed of in this circumstance
is measured based on the relative values of the operation
disposed of and the portion of the cash-generating unit
retained.

Gooawill previously eliminated against consolidated reserves
Prior to the adoption of the HKICPA'’s Statement of Standard
Accounting Practice 30 “Business Combinations” (“SSAP
30”) in 2001, goodwill arising on acquisition was eliminated
against consolidated reserves in the year of acquisition. On
the adoption of HKFRS 3, such goodwill remains eliminated
against consolidated reserves and is not recognised in the
income statement when all or part of the business to which
the goodwill relates is disposed of or when a cash-generating
unit to which the goodwiill relates becomes impaired.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of non-financial assets other than goodwill
Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, financial assets and goodwill), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating
unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss
is charged to the income statement in the period in which it
arises.

An assessment is made at each reporting date as to whether
there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such impairment loss
is credited to the income statement in the period in which it
arises.

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment 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 items of property,
plant and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the 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 an item of property,
plant and equipment, and where the cost of the item can
be measured reliably, the expenditure is capitalised as an
additional cost of that asset or as a replacement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Leasehold improvements  Over the shorter of the lease terms

and 15% to 33'/3%
Furniture, fixtures and 15% to 33"/3%
office equipment
Medical equipment 20%
Computer equipment 20% to 33'/5%
and software
Motor vehicles 20% to 33'/5%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately.

Residual values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at each balance sheet
date.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the income statement in
the year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the
relevant asset.

Leases

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised
at the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest
element, to reflect the purchase and financing. Assets held
under capitalised finance leases are included in property,
plant and equipment, and depreciated over the shorter of
the lease terms and the estimated useful lives of the assets.
The finance costs of such leases are charged to the income
statement so as to provide a constant periodic rate of charge
over the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but are
depreciated over their estimated useful lives.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leases (continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included
in non-current assets, and rentals receivable under the
operating leases are credited to the income statement on the
straight-line basis over the lease terms. Where the Group is
the lessee, rentals payable under the operating leases net of
any incentives received from the lessor are charged to the
income statement on the straight-line basis over the lease
terms.

Investments and other financial assets

Financial assets of the Group in the scope of HKAS 39
“Financial Instruments: Recognition and Measurement” are
classified as loans and receivables, and available-for-sale
financial assets, as appropriate. When financial assets are
recognised initially, they are measured at fair value, plus
directly attributable transaction costs.

The Group assesses whether a contract contains an
embedded derivative when the Group first becomes a
party to it and assesses whether an embedded derivative is
required to be separated from the host contract when the
analysis shows that the economic characteristics and risks
of the embedded derivative are not closely related to those
of the host contract. Reassessment only occurs if there is a
change in the terms of the contract that significantly modifies
the cash flows that would otherwise be required under the
contract.

The Group determines the classification of its financial assets
after initial recognition and, where allowed and appropriate,
re-evaluates this designation at the balance sheet date.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Such assets are subsequently carried
at amortised cost using the effective interest method less
any allowance for impairment. Amortised cost is calculated
taking into account any discount or premium on acquisition
and includes fees that are an integral part of the effective
interest rate and transaction costs. Gains and losses are
recognised in the income statement when the loans and
receivables are derecognised or impaired, as well as through
the amortisation process.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments and other financial assets (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets in listed and unlisted equity securities that are
designated as available for sale or are not classified in the
other category. After initial recognition, available-for-sale
financial assets are measured at fair value, with gains or
losses recognised as a separate component of equity until
the investment is derecognised or until the investment is
determined to be impaired, at which time the cumulative gain
or loss previously reported in equity is included in the income
statement. Interest and dividends earned are reported as
interest income and dividend income, respectively and are
recognised in the income statement as “Other income and
gains” in accordance with the policies set out for “Revenue
recognition” below. Losses arising from the impairment of
such investments are recognised in the income statement
as “Impairment losses on available-for-sale financial assets”
and are transferred from the available-for-sale investment
revaluation reserve.

When the fair value of unlisted equity securities cannot be
reliably measured because (a) the variability in the range
of reasonable fair value estimates is significant for that
investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in
estimating fair value, such securities are stated at cost less
any impairment losses.

Fair value

The fair value of investments that are actively traded in
organised financial markets is determined by reference to
quoted market bid prices at the close of business at the
balance sheet date. For investments where there is no active
market, fair value is determined using valuation techniques.
Such techniques include using recent arm’s length market
transactions; reference to the current market value of another
instrument which is substantially the same; and a discounted
cash flow analysis; and other valuation models.

Impairment of financial assets

The Group assesses at each balance sheet date whether
there is any objective evidence that a financial asset or a
group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans
and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value
of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial
asset’s original effective interest rate (that is, the effective
interest rate computed at initial recognition). The carrying
amount of the asset is reduced either directly or through the
use of an allowance account. The amount of the impairment
loss is recognised in the income statement. Loans and
receivables together with any associated allowance are
written off when there is no realistic prospect of future
recovery.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of financial assets (continued)

Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed by
adjusting the allowance account. Any subsequent reversal of
an impairment loss is recognised in the income statement,
to the extent that the carrying value of the asset does not
exceed its amortised cost at the reversal date.

In relation to accounts receivable and other receivables, a
provision for impairment is made when there is objective
evidence (such as the probability of insolvency or significant
financial difficulties of the debtor and significant changes in
the technological, market economic or legal environment that
have an adverse effect on the debtor) that the Group will not
be able to collect all of the amounts due under the original
terms of an invoice. The carrying amount of the receivables
is reduced through the use of an allowance account.
Impaired debts are derecognised when they are assessed as
uncollectible.

Impairment losses on debt instruments are reversed through
the income statement, if the increase in fair value of the
instrument can be objectively related to an event occurring
after the impairment loss was recognised in the income
statement.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised in the
income statement, is transferred from equity to the income
statement. A provision for impairment is made for available-
for-sale equity investments when there has been a significant
or prolonged decline in the fair value below its cost or
where other objective evidence of impairment exists. The
determination of what is “significant” or “’prolonged” requires
judgement. In addition, the Group evaluates other factors,
such as the share price volatility. Impairment losses on equity
instruments classified as available for sale are not reversed
through the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised where:

° the rights to receive cash flows from the asset have
expired;

° the Group retains the rights to receive cash flows from
the asset, but has assumed an obligation to pay them
in full without material delay to a third party under a
“pass-through” arrangement; or

° the Group has transferred its rights to receive cash
flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or
(b) has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred
control of the asset.

Where the Group has transferred its rights to receive cash
flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to
the extent of the Group’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option
or similar provision) on the transferred asset, the extent
of the Group’s continuing involvement is the amount of
the transferred asset that the Group may repurchase,
except in the case of a written put option (including a cash-
settled option or similar provision) on an asset measured
at fair value, where the extent of the Group’s continuing
involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price.

Financial liabilities at amortised cost

Financial liabilities including accounts payable, other payables
and a hire purchase contract payable are initially stated at
fair value less directly attributable transaction costs and are
subsequently measured at amortised cost, using the effective
interest method unless the effect of discounting would be
immaterial, in which case they are stated at cost. The related
interest expense is recognised within “Finance cost” in the
income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities at amortised cost (continued)

Gains and losses are recognised in the income statement
when the liabilities are derecognised as well as through the
amortisation process.

Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are
accounted for as financial liabilities. A financial guarantee
contract is recognised initially at its fair value less transaction
costs that are directly attributable to the acquisition or issue
of the financial guarantee contract, except when such
contract is recognised at fair value through profit or loss.
Subsequent to initial recognition, the Group measures the
financial guarantee contract at the higher of: (i) the amount
determined in accordance with HKAS 37 “Provisions,
Contingent Liabilites and Contingent Assets”; and (i)
the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with
HKAS 18 “Revenue”.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or maodification is treated as a derecognition
of the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the income statement.

Inventories

Inventories, including medicines, dispensary supplies and
consumables, are stated at the lower of cost and net
realisable value, after making due allowance for any obsolete
or slow-moving items. Cost is determined on the weighted
average basis. Net realisable value is based on estimated
selling prices less any estimated costs to be incurred in the
process of disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash,
and 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.

Notes to Financial Statements

2.4

B ERE MY RE

31 December 2007 —ZEE+F+=-F=+—8H

TESTHEREE (8)

BRBEARAIIRERME S (F)
REERBER  BREESEBHHEE
FrE s R IER

BBRRED
EEBGTEAFEREHE AN 2 M BHER
BH - FREBAGEIIR - MBERED
RN A FEBRBBERBTUBERAD
ERREZRIRATER - HERZEHTD
FRBRIBAFEMBERERIN - 11108
Rig - AEERUTRREAEMBER
BH () IRBEEGERIE 375 [ H4E -
SRBERIABE | BEZSHE + R (i)
FHERTER(ER) ZREBSTER
FE185% [WA | HERZ REt#H -

RIEBREEMEE
B EE T AR AR - BUBEIE - Al
ARITERSHAE -

HRESHMBERKAR -—ERAZS—
HARREE ETHERZ GRER - 3B
BREAZGRREBORER  ZBERKBK
ERERBERERRA RELRERTAE
IR - FEREEZEENRERAER

FE

FE(BREEY BEARLAIRRAEY)
TREEMRESRF AR ELEERE
BRILEANERATEEFEREPREEA
AR o RANEAAEMNEFHEETE - 7]
S FETRG EEHRTARAR L
EBET M Bz LR AE -

RERERREEE

REARERBREME B RFRR
TEERURRERACHNEERS I
AXBEEPRAREMZFERE AN
TR REHERBERE  —BRREBA
B =18 A A2IH - BRREREREREZR
TEXMEKAEER S EREE A

Annual Report 2007
—ETLEFR

79



80

Notes to Financial Statements
R E M EE

31 December 2007

24

T+ F+ZA=1T—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Cash and cash equivalents (continued)

For the purpose of the balance sheets, cash and bank
balances comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.

Deferred revenue

Deferred revenue represents service fees received in advance
of the performance of the relevant services. Deferred revenue
is released to and recognised in the income statement
when the corresponding services are rendered or on a time
proportion basis over the terms of the service contracts.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the balance
sheet date of the future expenditures expected to be required
to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is
included in finance cost in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax
is recognised in the income statement, or in equity if it relates
to items that are recognised in the same or a different period
directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° where the deferred tax liability arises from goodwill
or the initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Income tax (continued)

° in respect of taxable temporary differences associated
with interests in subsidiaries, an associate and a
joint venture, where the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax credits
and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible
temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

° where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

° in respect of deductible temporary differences
associated with interests in subsidiaries, an associate
and a joint venture, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.

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 profit will be
available to allow all or part of the deferred tax asset to be
utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each balance sheet date and are
recognised to the extent that it is probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the
balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@ from the provision of services, including medical
services, nursing agency, physiotherapy, dental
and other services, and elderly care services, upon
the provision of the relevant services or on a time
proportion basis over the terms of the service
contracts, as further explained in the accounting policy
for “Fixed-fee Contracts” below;

(o) from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(c) rental income, on a time proportion basis over the
lease terms;

(d) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected
life of the financial instrument to the net carrying
amount of the financial asset; and

(e) dividend income, when the shareholders’ right to
receive payment has been established.

Fixed-fee contracts

The Group has certain medical, dental and other service
contracts, in which the Group agrees to provide specific
services over the terms of the contracts for a fixed-fee in
which the level of services depends on uncertain future
events (the “Fixed-fee Contracts”). The financial reporting
of these Fixed-fee Contracts has been disclosed and
accounted for pursuant to the provisions of HKFRS 4
“Insurance Contracts”. The Fixed-fee Contracts are in general
of short duration.

At each balance sheet date, tests are performed to ensure
the adequacy of the contract liabilities under the Fixed-fee
Contracts. In performing these tests, current best estimates
of future contractual cash flows under the Fixed-fee
Contracts are used. Any deficiency is immediately charged to
the income statement by establishing a provision for losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Fixed-fee contracts (continued)

Fees received or receivable under the Fixed-fee Contracts
are recognised on a time proportion basis over the terms of
the Fixed-fee Contracts. Expenses incurred in connection
with the Fixed-fee Contracts are charged to the income
statement as incurred.

Share-based payment transactions

The Company operates a share incentive plan for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The Group has adopted the transitional provisions of
HKFRS 2 “Share-based Payment” under which the new
measurement policies have not been applied to options
granted to employees on or before 7 November 2002.

The financial impact of share options granted to employees
on or before 7 November 2002 under the share incentive
plan is not recorded in the Company’s or the Group’s
balance sheet until such time as the options are exercised,
and no charge is recorded in the income statement or the
balance sheet for their cost. Upon the exercise of the share
options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value of
the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the
Company in the share premium account. Options which are
cancelled prior to their exercise date, or which lapse, are
deleted from the register of outstanding options.

Other employee benefits

Paid leave carried forward

The Group provides paid annual leave to its employees under
their employment contracts on a calendar year basis. Under
certain circumstances, such leave which remains untaken as
at the balance sheet date is permitted to be carried forward
and utilised by the respective employees in the following
year. An accrual is made at the balance sheet date for the
expected future cost of such paid leave earned during the
year by the employees and carried forward.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Other employee benefits (continued)

Retirement benefits scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic
salaries and are charged to the income statement as they
become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme,
except for the Group’s employer voluntary contributions,
which are refunded to the Group when the employee
leaves employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme.

Dividends

Special and final dividends proposed by the directors are
classified as a separate allocation of retained profits within
the equity section of the balance sheet, until they have been
approved by the shareholders in a general meeting. When
these dividends have been approved by the shareholders
and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’s bye-laws grant the directors the
authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they
are proposed and declared.

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Foreign currency transactions are initially recorded
using the functional currency rates ruling at the date of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet date.
All differences are taken to the income statement. Non-
monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates
at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Related parties
A party is considered to be related to the Group if:

(@ the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (i) has an interest
in the Group that gives it significant influence over the
Group; or (jii) has joint control over the Group;

(o)  the party is an associate;
(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management
personnel of the Group or its parent;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f)  the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (d) or (e); or

(@9 the party is a post-employment benefit plan for the
benefit of the employees of the Group, or of any entity
that is a related party of the Group.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure
of contingent liabilities, at the reporting date. However,
uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to
the carrying amounts of the assets or liabilities affected in the
future.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next
financial year, are discussed below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating unit and also to choose a suitable discount
rate in order to calculate the present value of those cash
flows. The carrying amount of goodwill at 31 December 2007
was HK$1,358,000 (2006: HK$1,358,000). Further details
are set out in note 15 to the financial statements.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at each reporting
date. Non-financial assets are tested for impairment when
there are indicators that the carrying amounts may not be
recoverable. When value in use calculations are undertaken,
management must estimate the expected future cash flows
from the asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of those
cash flows.

Impairment of accounts receivable

The Group maintains an allowance for estimated loss arising
from the inability of its customers to make the required
payments. The Group makes its estimates based on the
ageing of its accounts receivable balances, customers’
creditworthiness, past repayment history and historical write-
off experience. If the financial condition of its customers was
to deteriorate so that the actual impairment loss might be
higher than expected, the Group would be required to revise
the basis of making the allowance and its future results would
be affected.

SEGMENT INFORMATION

Segment information is presented by way of the Group’s
primary segment reporting basis, by business segment. In
determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of
the customers, and assets are attributed to the segments
based on the location of the assets. No further geographical
segment information is presented as over 90% of the
Group’s revenue is derived from customers based in Hong
Kong, and over 90% of the Group’s assets are located in
Hong Kong.
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SEGMENT INFORMATION (CONTINUED)

The Group’s operating businesses are structured and
managed separately according to the nature of their
operations and the products and services they provide. Each
of the Group’s business segments represents a strategic
business unit that offers products and services which are
subject to risks and returns that are different from those
of the other business segments. Summary details of the
business segments are as follows:

@)

the medical services segment engages in the provision
of medical services;

the nursing agency, physiotherapy, dental and other
services (“nursing agency, physio, dental and other
services”) segment engages in the provision of nursing
agency, physiotherapy, dental, LASIK, ophthalmic and
psychological services;

the elderly care services segment engages in the
provision of elderly care services; and

the corporate and other segment comprises the
Group’s intra-group management service businesses,
which principally provides management and other
services to group companies, together with other
corporate income and expense items.

Intersegment sales and transfers are transacted at mutually
agreed terms.
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4, SEGMENT INFORMATION (continued) 4. DEEH (&)

Business segments E S|
The following tables present revenue, profit/(loss) and certain TREIWAEFHEZ_EZS+FRN_EZT
asset, liability and expenditure information for the Group’s NETZA=+—HIEFEEB >E2K
business segments for the years ended 31 December 2007 A HEH(BE)UARETEE AR
and 2006. X &*t -
Group &

Nursing agency, physio,

dental and other services Corporate and

Medical services SR B Elderly care services other Eliminations Consolidated
BRfE AR FHRAMER H4EE LERAH i i

207 206 207 206 207 206 207 206 207 206 207 206
IRRME CERE CERME ERE CERME CERE ERtE ERE ERtE ERE ERtE IR
HKS000  HKS000  HKSO00  HKSOOD  HKSO00  HKSOO0  HKSOO0  HKS000  HKSO00  HKSOD  HKSO0D  HKSO0
TR TR TEn TR TEn TR TEm TR TR TR TEn T

Segment revenue: AEYA:

Sdestoertemd HETIRRP
customers 4954 T0GSTS 86,095 8265 9,752 9788 - - - SO T AT T
Interseqment sales* ARRRE 1373 3373 19683 11701 5718 5762 " O 1A 177 - -
Ohericomeandgans'~~ EfARYE" 8,99 83% 620 74 53 21 80 80 - - 11,039 1004
Totdl &t TES T 8 101660 10203 103851 %7 W %) 9 % B8
Segment results Pk £ | 54,808 66,754 6,106 838 43 799 (6% (10280) - - 56 72801

Undlocatedinerestand —~— FARHER

dhicend inoome REMA 8,762 5059
Finence cost BEER (1) U]
(5an on dsposal of HE-HEEAT

an associte pL 2460 - - - - - - - - - 2460 -
Shareof pofts ndlosses o BT REE :

Aoinfy-contoledentty  —TEARESCE [} (10 - - - - - - - - I (10)

An essociie ~FRER 454 451 - - - - - - - - 454 451
Proftbefore tax Bfisnar] 1,59 78300
Ta #8 B%) (13550
Proftforthe year FERERR 63233 65,149
* These figures are not included in revenue mentioned elsewhere in * UL FE B B IER % E WIS RS H 355

these financial statements. itz A o
# Excluding unallocated interest and dividend income and gain on # TEERDEF SRR WAL R L E—RH
disposal of an associate. BN E) 2 ES ©
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4. SEGMENT INFORMATION (continued) 4. PEER (H)
Business segments (continued) EX S ¢ )]
Group &5
Nursing agency, physio,
dental and other services Corporate and
Medical services SR B Elderly care services other Eliminations Consolidated
BERH BR TAREMES BERH LERAM i &

2007 206 2007 206 207 206 207 206 207 2006 207 206
IRRME CERE CERtE ERE CERME ERE ERtE CERE ERtE ERE ERtE IR
HKS000  HKS000  HKSO00  HKSOOD  HKSO00  HKSOO0  HKSOO0  HKS000  HKSO00  HKSOD  HKSOOD  HKSO0
T TR TR TEn TR TR TR TAr TR TR TR TEn

Assets and liabilies EERER

Seqent assets AREE U306 26913 3349 36,068 48,584 BT 113288 50421 - - 40T 8T
Iferestsina oty AR
controled enty bevEs k) 47 - - - - - - - - 32 47
Inferestnan assooite I-BRERE
B - 2506 - - - - - - - - - 2506
Totelassels EE 430619 371
Segment lebiltes e 101,044 2169 12442 1,218 12,0% 18217 5,003 449 - - 130,583 121,161
Corporate and other PEREN
ralocated febites *ORER 164 5%
Tote lebiies 5 1207 127080
Other segment AR
information: B
Depreciation i 10,105 8123 33 343 1943 3480 k| 30 - - 16,161 15,028
Impaimentof ool T
reoogpised nte bl
income statement - - - - - 2,169 - - - - - 2,169

Impamentofaccounts — RAERER
recehable recognisee/ LRNER
(mpaimentlosses on B/ (BE

acoounts receivable JEhRE,

reesedntieincome HESE)

statement 1,200 1679 - - 80) 9 - - - - 1,120 1,776
losslganondisposal £/

writeoffof fems of 0% HER

propery,pntand AR

equpment /%) () %) - 1 7 9 - - - - (%) %%
Ceptalexpendiure BB 15,454 7 4,956 7010 1187 2617 b4 105 - - N 27563
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5. REVENUE 5. ['ON
Revenue, which is also the Group’s turnover, represents the WA (TRBNAE B B2 258 ) IE IR (R BB B AR
fees earned for the provision of medical services, nursing % BN MIEEE - TRIRHEAM
agency, physiotherapy, dental and other services, and elderly RFSA R EE RS 2 WS -

care services.

An analysis of revenue is as follows: WARITET -
Group
£H5
2007 2006
—EELE —EEAREF
HK$’000 HK$’000
FET FAT
Revenue PN
Medical services EERS 764,954 706,575
Nursing agency, physiotherapy, EIBNABFT - WERAE
dental and other services TR E A AR 86,995 89,285
Elderly care services R 95,752 97,838
947,701 893,698

90 Quality HealthCare Asia Limited
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PROFIT BEFORE TAX

Notes to Financial Statements

The Group’s profit before tax is arrived at after charging/

(crediting):

Cost of inventories sold and
dispensary supplies consumed and
cost of services provided

Depreciation

Impairment of goodwill*

Impairment of accounts receivable

Minimum lease payments under
operating leases:

Land and buildings
Plant and machinery

Employee benefits expense
(excluding directors’
remuneration (note 8)):

Salaries, wages, allowances and bonuses
Retirement benefits scheme contributions

(defined contribution scheme)

Auditors’ remuneration
Foreign exchange differences, net
Loss on disposal/write-off of items
of property, plant and equipment, net
Gain on disposal of items of property,
plant and equipment, net™
Revenue attributable to the
Fixed-fee Contracts
Expenses related to the
Fixed-fee Contracts
Bank interest income™
Gain on disposal of an associate™

Sales of medicine and dispensary supplies™

Net rental income™
Dividend income from
unlisted investments™

HEFERER
B AR IR
RN

e

AERE"

FE U BRIEDR (B

BELERN &K
s AN

T RETF
Gl E

(EtE R
(TERESEMe
(WDIS))

#e o ITE - RBRIEA
RIREE I B
(FREHFEED)

RIS
[ 5 ZREHE
HE MEDE -
i B R B 1R
HEME  BER
R FE
EEREASH
FEIEHA
ARABEERE
AMZHX
RITMBIA
& — PR ) 2 s
HEREY RERA M
HEBRAFE
REFLTRE
Z BB

31 December 2007

B ERE MYaE

T+ F+-A=1T—H

BR %54 A s A
ANEB 2 BRI AN P&,/ (GEA) T3
2IE

2007 2006

“EBELHF —EEREF

Notes HK$’000 HK$'000
BizE FExT FHIT
757,635 692,436

14 16,161 15,228
15 - 2,169
20 1,120 1,776
72,502 63,179

55 -

72,557 63,179

321,261 305,046

7,618 7,185

328,879 312,231

1,248 1,058

(1) 5

- 305

(333) -
(97,260) (92,836)

90,088 85,990
(8,782) (4,429)

(2,460) -
(3,3895) (2,858)
(106) 92)
- (630)
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Notes to Financial Statements
R E M EE

31 December 2007 —ZEE+HF+=-_A=+—H

6. PROFIT BEFORE TAX (continued)

At 31 December 2007, the Group had no material forfeited
contributions available to reduce its contributions to its
retirement benefits scheme in future years (2006: Nil).

* The impairment of goodwill in the prior year was included in “Other
expenses, net” on the face of the consolidated income statement.

** Included in “Other income and gains” on the face of the

consolidated income statement.

7. FINANCE COST

Interest on a hire purchase contract ~ FHEEA X2 F&

8. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
Section 161 of the Hong Kong Companies Ordinance, is as

follows:
Fees s
Other emoluments: EHAp <
Salaries, allowances and e o EBh
benefits in kind REYEF
Discretionary bonuses BYIETEA
Retirement benefits RRBFIFTE
scheme contributions (AEHRETE)

(defined contribution scheme)

92 Quality HealthCare Asia Limited
SRTMNERA A

o

BB AR ()
R-ZBE+E+_A=+—8  ~EEWTE
BEAERWERATRERDHEERRFEZ
BREANETEZEH(ZFTNRF ) -

* LEEZEBREDFAGE RasR T TEM
FISOFRE] —I8 -

** B AGEWERSB EMUEA R e IR -

MmEER
Group
£H
2007 2006
—2BtE  ZFTAE
HK$’000 HK$'000
FET BT
1 1
EEMe

RIEBEBMERHMERRAEFES LTR
([ EMRA D REBABEDIE 161 5B
TRECAFEEEMEFHBOT

Group
%8

2007 2006
—2TtE  ZFEAE
HK$°000 HK$’000
FET FHET
260 236
6,424 6,209
830 800
20 24
7,274 7,033
7,534 7,269




Notes to Financial Statements
B F% R 25 FE 5T

31 December 2007 —ZEE+F+=-F=+—8H

8. DIRECTORS’ REMUNERATION (continued) 8. EEME (&)
(a) Independent non-executive directors (@) BIAFHITEE
The fees paid to independent non-executive directors FRN - MBLIERTEESEZFHES
during the year were as follows: (N
2007 2006
—EEtF ZETRF
HK$’000 HK$'000
FET FAT
Mr. Li Chak Hung RS A 100 90
Mr. Francis J. Chang Chu Fai BRESIB A 80 73
Mr. Carlisle Caldow Procter Carlisle Caldow Procter 7t 4 80 73
260 236
There were no other emoluments payable to the REA - WEE MRS TBLIERTT
independent non-executive directors during the year EEZ2Me (Z2TRF - |\ o
(2006: Nil).
(b) Executive directors and a non-executive director (b) BITEERFHITESE
Salaries,
allowances Retirement
and benefits benefits
in kind scheme
#¢ - Discretionary contributions Total
Fees EER bonuses B{KE remuneration

He BNEHN BT TR aMe
HK$°000 HK$'000 HK$°000 HK$'000 HK$'000
TR FER TR FER TR

2007 “ZTLHF
Executive directors: WTEE
Dr. Lincoln Chee Wang Jin TRAE(C B - 3,953 500 12 4,465
Mr. Mark Wong Tai Chun TRHEE - 1,871% 330 8 2,209
- 5,824 830 20 6,674
Non-executive director: FHTES:
Mr. Arthur George Dew IR - 600* - - 600
- 6,424 830 20 7,274
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8.

Notes to Financial Statements
R E M EE

31 December 2007

(b)

T+ F+-A=1T—H

DIRECTORS’ REMUNERATION (continued)

Executive directors and a non-executive director

(continued)

8. EEME (@)

(b)

BTESERFUTES (B)

Salaries,
allowances Retirement
and benefits benefits
in kind scheme
#% -« Discretionary  contrioutions Total
Fees ERER bonuses FRE  remuneration
Fidkn YT [l AN HE 5 Be
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHL TEL T TET
2006 “TERE
Executive directors: WTEE
Mr. Arthur George Dew KR E - 600" - - 600
Dr. Lincoln Chee Wang Jin TRAT(C 2 - 3,807 500 12 4,319
Mr. Mark Wong Tai Chun FRG%AE = 1,802 300 12 2,114
- 6,209 800 24 7,033
Non-executive director: FHTES:
Mr. Richard Owen Pyvis Richard Owen Pyvis 74 - - - - -
- 6,209 800 24 7,033

Quality HealthCare
SRENERA A

In view of the fact that Mr. Arthur George Dew, after taken
up the role as the chairman of AGL and Allied Properties
(H.K) Limited (“APL”), continues devoting part of his
time and efforts to the affairs of the Company and its
subsidiaries or its associated company in such capacities,
the Company and AGL entered into an agreement dated
2 March 2007 (the “AGL Reimbursement Agreement”),
pursuant to which the Company agreed to reimburse
AGL a portion of the consultancy fee of Mr. Dew (which
is paid by AGL) for a period from 1 January 2007 to 31
December 2007. The fee payable by the Company to AGL
under the AGL Reimbursement Agreement is determined
by reference to the percentage of time that Mr. Dew
devoted to the affairs of the Company against the amount
of time he devoted to the affairs of AGL and APL, which
was agreed at HK$50,000 per month and was payable
by the Company on a quarterly basis. The amount paid
and payable to AGL under the AGL Reimbursement
Agreement for the year ended 31 December 2007
amounted to HK$600,000 (2006: Nil). Further details of the
AGL Reimbursement Agreement are also set out in a joint
announcement issued by the Company and AGL dated 2
March 2007.

Asia Limited

ERRTELEEB L TR E SB K
EHE (B BRAR ([BEHE] 2
FE%  BEUZE SO EHESDE
R iE N EIEAA R R EM B A 7] sk
BRARIZER MR =_TT+LF=F=
B ARREEAEEF i ((BE
SEEME]D - Bt ARRREE
MEEEBZ N FREER_STLF
—A—ARE_ZTTLF+=-A=1—
BIEIM 2 B DB & (R AR & m B
EEBEXN) - ARRIRIRE & S EE
NpEENFHAEEZBATIZEK
TERANRAR 2 BRI Z R - 48
HEHMB S S E R A ME 2 ST
HrREESLLMETE  ZBAETER
& A50,000%7T * WHARRREEE
S =k o BB S EEEMN G &
E-EELFE+_A=+—BILFE
B R FES B S S & 2 € %8 4 600,000
BIL(ZEEAF T) - S EEN
fhaE 2 s B ISR AR R REEA

ER-—TELE=F - ARBHBAR
A o



8. DIRECTORS’ REMUNERATION (continued)

(b)

Executive directors and a non-executive director
(continued)

Hk

On 18 November 2005, the Company entered into an
agreement with Sun Hung Kai & Co. Limited (“SHK”)
pursuant to which the Company agreed to reimburse a
portion of the salary of Mr. Dew (which was paid by SHK)
for a period from 20 May 2005 to 31 December 2006
(the “SHK Reimbursement Agreement”). The fee paid by
the Company to SHK under the SHK Reimbursement
Agreement was determined by reference to the percentage
of time that Mr. Dew devoted to the affairs of the Company
against the amount of time he devoted to the affairs of
SHK, which was agreed at HK$50,000 per month and is
payable by the Company on a quarterly basis. The amount
paid to SHK under the SHK Reimbursement Agreement
for the year ended 31 December 2006 amounted to
HK$600,000. Further details of the SHK Reimbursement
Agreement are also set out in a joint announcement issued
by the Company and SHK dated 18 November 2005.

On 15 November 2007, the Company entered into an
agreement with AGL, pursuant to which the Company
agreed to reimburse a portion of the salary of Mr. Mark
Wong Tai Chun (which is paid by AGL) for a period
from 1 September 2007 to 31 December 2007 (the
“AGL Reimbursement Agreement”). The fee payable by
the Company to AGL under the AGL Reimbursement
Agreement is determined by reference to the percentage
of time that Mr. Wong devoted to the affairs of the
Company against the amount of time he devoted to
the affairs of AGL, which is agreed at HK$70,000 per
month and is payable by the Company on a bi-monthly
basis. The amount paid and payable to AGL under the
AGL Reimbursement Agreement for the year ended 31
December 2007 amounted to HK$280,000 (2006: Nil).

There was no arrangement under which a director
waived or agreed to waive any remuneration during the
current year and the prior year.

Notes to Financial Statements

31 December 2007

B ERE MY RE

T+ F+ZA=1T—H

8. EEME (@)

(b)

BITESRIAHITES (A)

RZZZTRF+—A+N\R ' NAREFE
EERAR([FBE]) 5T L% ([FREME
e l) - Bt - AR RREEMKEER
—EERFRAtHRE_ZTEAF =
A =+—R L8R8 2 2810 5 B (5% 5 BN e 3
SREZ L) o AR RIRIRITIREE T 5%
FHEEZBRAND2ENEERARTZE
B 2R - S ERINEE 2 BT
NHEZBREI HMETE  ZERETAT
A50,0007T  WHARRRBEEZF—
Koo RBFTREEMNGE  BEZTTAF
TZA=+—HIEFE ENFEEZEE
//600,000/8 7T © FTBEE [ B 2 B NS
HRAARR RFBER -—TTRFE+—A
+N\B2MmHEA AMHA -

** R=ZZEZLF+—A+AHHB ' ARF
BB SE Rz ((HEesEEN
WaEl) Bt ARRREBEENSER
BEEN _ZTTLFNA—AREZ
TELE+ - A=+ —H I B2 5
DN (EFHEBEEELM) - &
A AR IRE & & BB 155 o FE A T B
EEEZEBRAN2ELTRERAEART
ZEBAT L 2R B ERES
E@/ ERATHEZERE S L mE
T ZEBR#ETASA70,0008 T
WHARARREMEA XA —K ]
BHMAEREEN R #EZSTZT L
F+-A=+—RALLEE BENERE
{84 S B 2 £ %84 280,000 77T (=
TTNE ) -

FAREFLEELESHEXRE
MERBUEAINE 2 225k -
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9.

Notes to Financial Statements
R E M EE

31 December 2007 —ZEE+HF+-_A=+—H

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year did not
include any directors. The five highest paid employees
during the prior year included one director, details of whose
remuneration are set out in note 8 above. Details of the
remuneration of the five (2006: remaining four) non-director,

highest paid employees for the year are as follows:

Salaries, bonuses and allowances

Retirement benefits scheme
contributions (defined
contribution scheme)

The number of non-director,

o o TEALRURES
RIREFE IR
(FREHERETE)

highest paid employees

including doctors practising on their own accounts pursuant
to an employee-type contract, whose remuneration fell within

the following bands is as follows:

HK$4,000,001 - HK$4,500,000
HK$4,500,001 - HK$5,000,000
HK$5,000,001 - HK$5,500,000
HK$5,500,001 — HK$6,000,000
HK$11,500,001 — HK$12,000,000
HK$12,000,001 — HK$12,500,000

Quality HealthCare Asia Limited
SRENERA A

AfuESHES

mp
it

FRAUZSFHFREETEREMNES - £
FhUs=HEERRE —NEFT HHE
ABEHN EXHFE8 e A (ZTTRF :
BT &SRR GFES) RFR 2B
FWT

Group
£

2007 2006
S A
HK$°000 HK$'000
FET FAT
33,458 25,806
60 48
33,518 25,854

FABHES ERFER (BRREEER
BRBLAEZELE) 2HENT

Number of employees

BEAR
2007 2006
—EBLF —TTRF
4,000,001 87T —4,500,000 7T - 1
4,500,001 87T —5,000,000 7T 1 1
5,000,001 7T —5,500,000 7T 1 1
5,500,001 /87T —6,000,000 7T 2 -
11,500,001 7T — 12,000,000 47T - 1
12,000,001 7T — 12,500,000 47T 1 =
5 4




10.

Notes to Financial Statements

TAX 10.

Hong Kong profits tax has been provided at the rate of
17.5% (2006: 17.5%) on the estimated assessable profits
arising in Hong Kong during the year.

B ERE MYaE

31 December 2007 —ZE+F+=-F=+—8H

BiIE
BENBHRERFRREBTBNMGER

FRFIA17.5% (ZFZRF : 17.5%) (9T
REEE o

2007 2006
—EELF ZETRF
HK$°000 HK$'000
FRxT FHET
Group: AEE:
Current — Hong Kong RE —HE
Charge for the year REEHIEX H 10,060 12,695
Underprovision/(overprovision) FFEBET R GREEE)
in prior years (1,464) 144
Deferred (note 23) EAERA (M5 23) (236) 312
Total tax charge for the year REEHIA AR 8,360 13,151

A reconciliation of the tax expense applicable to profit before
tax using the Hong Kong statutory tax rate (the tax rate of
the Company’s and the majority of its subsidiaries’ principal
place of business) to the tax expense at the effective tax
rate, and a reconciliation of the applicable rate (i.e., the
Hong Kong statutory tax rate) to the effective tax rate, are as
follows:

DABRTRAT G A - MBEREERE (RNA A R
HABOPHMBAR Z T BEEMR ZHE)
BB M R B 2 IR 2 B & E
RABE (EBEENE) BERHEKRLZH
BT

Group
55
2007 2006
—EEF ZEERF
HK$’000 % HK$'000 %
FET FAT

Profit before tax BRATADE A 71,593 78,300
Tax at the Hong Kong BEBRER K

statutory tax rate TE TR 12,529 17.5 13,703 17.5
Profits and losses attributable to —F R ER

a jointly-controlled entity — BN A

and an associate JE(E &E (87) (0.1) (77) 0.1)
Adjustments in respect of current FELATE B A A

tax of previous periods THRIEIED 2 A% (1,464) (2.0) 144 0.2
Income not subject to tax TEBF 2 WA (1,967) 2.7) (799) (1.0
Expenses not deductible for tax AR 2 37 773 1.1 746 1.0
Tax losses for the year not RERZAFE

recognised i kEsia 83 0.1 70 0.1
Tax losses utilised from FFANESEZ

previous periods TIBEE (1,073) (1.5) (2,002) (2.6)
Others EAh (434) (0.7) 1,362 1.7
Tax charge at the Group’s RAREEAUBE

effective tax rate STE 2 HIE 8,360 11.7 13,151 16.8
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Notes to Financial Statements
R E M EE

31 December 2007 —ZEE+HF+=-_A=+—H

11.  PROFIT FOR THE YEAR ATTRIBUTABLE TO EQUITY 11. XA TFREBEE ABGEREERF
HOLDERS OF THE COMPANY
The consolidated profit attributable to equity holders of the BE-_ETE+Ft+_A=1t—BILEE
Company for the year ended 31 December 2007 includes RARRAFEE ABGERFEEEEEEF
a profit of HK$22,680,000 (2006: loss of HK$3,074,000) BEBAKRXQAR ZMEHREANTEZ S
which has been dealt with in the financial statements of the F22,680,000 T( — T2 /XNF: Fi8
Company (note 26(b)). 3,074,000 7L) (M5 26(0)) ©
12. DIVIDENDS 12. BRE
2007 2006
—ETtF ZETRF
HK$’000 HK$'000
FET FAT
Interim — HK5.35 cents (2006: FEARR B — E AR E AR 5.35 1L
HK3.25 cents) per ordinary share (ZZZRF : 3.258) 12,783 6,624
Proposed final — HK5.25 cents BRI E — TiE AR 5.25 1l
(2006: HK8.15 cents) per (ZZZRF - 8.15%1)
ordinary share 12,544 19,474
Proposed special — HK14.4 cents R IR B — SRR @R 14.4 7510
(2006: HK13.6 cents) per (ZZZTNF - 13.6781l)
ordinary share 34,407 32,495
59,734 58,593

The proposed final and special dividends for the year are
subject to the approval of the Company’s shareholders at the
forthcoming annual general meeting.

Quality HealthCare Asia Limited
SRENERA A

AEERZAYEFERIBREBAFARAR
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13.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculation of the basic earnings per share amount
is based on the profit for the year attributable to ordinary
equity holders of the Company of HK$63,233,000 (2006:
HK$65,149,000), and the weighted average number of
238,014,201 (2006: 198,779,906) ordinary shares in issue
during the year.

The calculation of the diluted earnings per share amount
is based on the profit for the year attributable to ordinary
equity holders of the Company of HK$63,233,000 (2006:
HK$65,149,000). The weighted average number of ordinary
shares used in the calculation is the 238,014,201 (2006:
198,779,906) ordinary shares in issue during the year, as
used in the basic earnings per share calculation, and the
weighted average number of 290,086 (2006: 9,158,204)
ordinary shares assumed to have been issued at no
consideration on the deemed exercise or conversion of all
dilutive potential ordinary shares into ordinary shares.

The calculations of basic and diluted earnings per share are
based on:

B
AR ESREAR
BERNZANRE]

Earnings
Profit for the year attributable to
ordinary equity holders of the

Notes to Financial Statements

13.

Company, used in the basic and LB B AN
diluted earmnings per share REZ @A
calculations

Shares &)

Weighted average number of

AR EERELREN

ordinary shares in issue during ZFEREEITERR
the year used in the basic hniET A

earnings per share calculation

Effect of dilution — weighted average ~ EBER/Z — L@

number of ordinary shares: INREFET 2K -
Warrants RARIERE
Share options B fs e

B ERE MY RE

31 December 2007 —ZEE+F+=-F=+—8H

RRAREBEREAFEABEZTREFN

BRERZFHIREARAB LT BRAZE
AE(RREE 5 763,233,000 T (—TF
7NAF 65,149,000 7T) © LARFRE BT
B A hRE S 15 80 238,014,201 B (— 2T
7N4E £ 198,779,906 %) 5HE o

EREERFIREARR R T MR ARE
A A5 A F [Z % 763,233,000 7T ( =
T TN 165,149,000/ 0 ) 5t E - 5T &
BAHEA 2 EBRNETLSEDEGE
FREXRBFAEA 2 FAE BT @A
238,014,201 iz (ZZZ /X4 : 198,779,906
R) - ARBEAMEEEHEEBREERS
T EER AT R IRTENERT

AL IR F 15 290,086 B (= ZZ X
£ : 9,158,204 %) °

BRERNEERN TIRE TS HAE

2007 2006
—2ELE  ZTTAAF
HK$’000 HK$'000
FET FAET
63,233 65,149
Number of shares
B8 E
2007 2006
—EELF ZETRF
238,014,201 198,779,906
290,086 8,705,984
- 452,220
238,304,287 207,938,110
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Notes to Financial Statements
B 7GR 25 M &

31 December 2007 —ZEE+F+-_A=+—8H

Quality HealthCare Asia Limited
SRENERATE

14. PROPERTY, PLANT AND EQUIPMENT 14. W% BENSERE
Group 5
Furniture,
fixtures Computer
and office equipment
Leasehold  equipment and
improvements  fffi + £8 Medical  software Motor
HE  RBAZE  equipment  EERE vehicles Total
NERE RE  BERE G B b
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
THT THT THT THT FHT FHET
31 December 2007 ZEBtE
+=A=+-H
At 31 December 2006 and RZEZ E+ZR
at 1 January 2007: =t-BR=ZZtE
=F=:
Cost AME 86,977 20,418 28,597 15,484 641 152,117
Accumulated depreciation 25iE (64,595) (16,258) (20,670) (11,915) (480)  (113,918)
Net carrying amount EmFE 22,382 4,160 7,927 3,569 161 38,199
At 1 January 2007, net of RZET+F-F—-H "
accumulated depreciation MRESHE 22,382 4,160 7,927 3,569 161 38,199
Additions AE 10,752 2,239 5,963 2,356 260 21,570
Disposals/write-off e /M (116) (15) (1,006) - (34) (1,17)
Depreciation provided during RERTERRE
the year (9,815) (1,327) (3,307) (1,579) (133) (16,161)
At 31 December 2007, net of W-ZZ+F+—R
accumulated depreciation =t—0 NREhE 23,203 5,057 9,577 4,346 254 42,437
At 31 December 2007; RZZE+EF+_A
==«
Cost FAME 94,018 22,082 32,819 17,829 545 167,293
Accumulated depreciation ZTE (70,815) (17,025) (23,242) (13,483) (291)  (124,856)
Net carrying amount FEFE 23,203 5,057 9,577 4,346 254 42,437




14.

PROPERTY, PLANT AND EQUIPMENT (continued)

Notes to Financial Statements

B ERE MY RE

31 December 2007 —ZEE+F+=-F=+—8H

14. Y% BEKRE (E)

Group 5
Fumiture,
fixtures Computer
and office equipment
Leasehold  equipment and
improvements i - HE Medical software Motor
ME  RKEAZE  equpment  BERE vehicles Total
ESE & BERE K& EE] &t
HKS000  HK$000  HKS000  HK$000  HKS000  HK$'000
THL FHT TH TATL TATL TATL
31 December 2006 ZEERE
t=A=t-A
At 1 January 2006: RZEZ F-A—R:
Cost AE 74075 19,174 23073 13,268 641 130,231
Accumulated depreciation Z5theE (59,052) (15,516) (18,104) (11,004 (29%)  (104,062)
Net carying amount REFE 15,023 3,658 4,969 2,174 345 26,169
At 1 January 2006, net of RZZT F-A-H"
accumulated depreciation MR 2EHTE 15,023 3,658 4,969 2174 345 26,169
Additions AE 17,695 1,507 5524 2,837 = 27,563
Disposals/write-off e/ (295) (10) - - - (305)
Depreciation provided during RERTERRE
the year (10,041) (995) (2,566) (1442 (184) (15,28)
At 31 December 2006, net of RZEE E+_A
accumulated depreciation =1—B NREHTE 22,382 4,160 7,907 3,569 161 38,199
At 31 December 2006: [N
=8¢
Cost KAE 86977 20418 28597 15,484 641 152,117
Accumulated depreciation Z5thE (64,595) (16,258) (20,670) (11,915) (480  (113918)
Net carrying amount FRFE 22,382 4,160 7,927 3,569 161 38,199

The net book value of the Group’s property, plant and
equipment held under a hire purchase contract included in
the total amount of furniture, fixtures and office equipment at
31 December 2007 amounted to approximately HK$7,000
(2006: HK$12,000).

AEBRBEEBAARBEZYE  BENM
R REFES BRNEM - FE R
RERBR_FTLF+_A=1t—HZ
LB EREART,000ET(ZTERF :
12,000 7T) °
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31 December 2007 —ZEE+&F+=-_A=+—H

15. GOODWILL 15. ®BE
Group £5
HK$°000
FHET
At 1 January 2006: RZEZTF—H—AQ:
Cost RAME 8,268
Accumulated impairment ZEHRE (4,741)
Net carrying amount BRERE 3,527
Cost at 1 January 2006, MZBERF—HA—HKAE -
net of accumulated impairment Mk ZEHRE 3,527
Impairment during the year FARIAE (2,169)
At 31 December 2006 RZZFERF+HA=1+—H 1,358
At 31 December 2006: R-ZZEZRF+_A=+—8:
Cost A 8,268
Accumulated impairment ZERE (6,910)
Net carrying amount AREFE 1,358
Cost at 1 January 2007 R_EZLF—HA—ABAK_TZLHF
and 31 December 2007, +=—A=+—HKAE "
net of accumulated impairment R RFHRE 1,358
At 31 December 2007: R_ZEZ+F+_A=+—H
Cost IB%NEN 8,268
Accumulated impairment ZERE (6,910)
Net carrying amount BREFE 1,358
In the prior year, the Group recognised an impairment of EFERN - AEEREE —HEER U E
goodwill in the amount of HK$2,169,000, based on an R 2 5T - R B IRE2,169,000 7%
assessment of the recoverable amount for an elderly care T o BEEED T AEEREE -

home. The impairment loss was included in the elderly care
services segment.

1 02 Quality HealthCare Asia Limited
SRENERA A



15.

GOODWILL (continued)

As further detailed in note 2.4 to the financial statements,
the Group applied the transitional provisions of HKFRS
3 “Business Combinations” that permitted goodwill with
cost and accumulated impairment of HK$541,361,000 as
at 1 January 2005 in respect of business combinations
which occurred prior to 2001, to remain eliminated against
consolidated reserves.

Impairment testing of goodwill

Goodwill arising from the acquisition of an elderly care
home in a business combination has been allocated to
an elderly care home cash-generating unit (the “Cash-
generating Unit”) for impairment testing. The recoverable
amount of the Cash-generating Unit has been determined
based on a value in use calculation using cash flow
projections based on financial budgets covering a five-year
period approved by senior management. The discount rate
applied to the cash flow projections is 10.25% (2006: 11%)
and cash flows beyond the five-year period are extrapolated
using a zero (2006: zero) percentage growth rate.

The carrying amount of goodwill allocated to the Cash-
generating Unit was approximately HK$1,358,000 at 31
December 2007 (2006: HK$1,358,000).

Key assumptions were used in the value in use calculation
of the Cash-generating Unit for 31 December 2007 and
31 December 2006. The following describes each key
assumption on which management has based its cash flow
projections to undertake impairment testing of goodwill:

Budgeted revenue and results of operation

The budgeted revenue and results of operation have been
determined based on the past performance of the Cash-
generating Unit and management’'s expected market
development.

Discount rate
The discount rate used is before tax and reflects specific
risks relating to the Cash-generating Unit.

Business environment
No major changes in the existing political, legal and
economic conditions have taken place in Hong Kong.

Notes to Financial Statements

15.

B ERE MRt

31 December 2007 —ZEZE+F+=-F=+—8H

e (&)

BN F R E M EE 2.4 ATt - ANEE D B
BEMEREEREIR [ EBEH] 2B
MR ZBEXATRZEZE—FHIE
BEZEBRESHITERNEEBENTA
AL R—ZTRFE—A—HFY
Koz B AN K RETRE A& 541,361,000 7%

JC °

B YR E R
REXKAHPUBEEEREMEENEDE
EEDELEERRCELEM((BREE
EEMDERERNR REELEM A
WEEEREEREEMETE - ZERE
BRNASREREEMILENTFHRE
BERtmBAeRERAME - RERE
TBRIFTERE IR X 510.25% (ZFF X
F:11%) > AFHRENBRESREANERT
(ZFTRF : T) BOHIEREHER -

R-ZEZE+F+-_A=+—"8 " DEBEKIR
SEA BN EEAEL A 1,358,000
TT(ZEET/NEF : 1,358,000/87T) °

AEEE_TELE T _A=+—BE=
EERNFT_A=+T—"BREELEMW
FREERCEATIERK EEERE
HR & REFARETEERERFAKE
MERTERRET

BAREERERE
WAREEXEREERBERCELEM
MBERBEMEEENRAMSERMNE

F o

FRER
EEANTREABRBAFTERE - ZITR
K[ BR A S E A BN AR ERER

EEES
EEHRITHOR
KEB -

ERREBERRAREE
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31 December 2007 —ZEE+HF+=-_A=+—H

16.

Unlisted shares, at cost

INTERESTS IN SUBSIDIARIES

Due from subsidiaries FEUSBT B A Rl TE
Due to subsidiaries R NENGIE S
Impairment* E

An impairment was recognised for certain unlisted shares and
amounts due from subsidiaries with a total carrying amount of
HK$484,990,000 (2006: HK$483,745,000) because certain
subsidiaries have suffered losses over the years and certain
amounts due from subsidiaries are considered to be not
recoverable. There was no change in the impairment account
during the current year.

The amounts due from/to subsidiaries are unsecured,

16.

FEETRAD - IEAAME

BB 2 Rl 2 HE R
Company
AT
2007 2006
—gTLE  ZTEAE
HK$’000 HK$'000
FExT FAT
35,443 35,443
1,204,579 1,234,419
(315,155) (311,388)
924,867 958,474
(427,342) (427,342)
497,525 531,132

# HRETHBRARNERAFEEESEEE - 8
BT U A R ZIER R AT AU E - iR
EFENBHAIRE(E S 484,990,000 7T (=
TTIN4 ¢ 483,745,000/ ) 2B TIELET
B 17 Ko FE U BT B A R FUBERERRIR (B © REHR
B R FERIEEE) o

B R BARFIAEREET 28

o ym

interest-free and have no fixed terms of repayment. M E EERE o

The carrying amounts of these amounts due from/to

e/ PRSP B A R FRIR R BRE (B B L

subsidiaries approximate to their fair values.

Quality HealthCare Asia Limited
SRENERA A
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16.

Notes to Financial Statements

PA R Y EE

31 December 2007 —ZEE+F+=-F=+—8H

INTERESTS IN SUBSIDIARIES (continued) 16. RAKEQ R zEz= (&)
Particulars of the principal subsidiaries are as follows: FEWBRRIZFFBERT :
Nominal Percentage
Place of value of of equity
incorporation/ issued ordinary attributable to
operations share capital the Company Principal
Name ML BERITEER KA TE, activities
YNGR R it B RAHEE BRAERE 2L FEEK
2007 2006
—EELF ZZEER
Medical services B2 &R
Berkshire Group Limited British Virgin US$1 100 100 Provision of
Islands/ = healthcare
Hong Kong services
KBRZES/ AR IE IR
BB
Marvellous Way Limited Hong Kong HK$10 100 100 Operation
BH 10787 of Chinese
medicine centres
e E g
Quality HealthCare Medical Hong Kong HK$1,300 100 100 Medical
Centre Limited BB 1,300 % 7T facilities and
EpBEERTOARAR services provider
BEREX
ARG RERS
Quality HealthCare Medical Hong Kong HK$2 100 100 Provision of
Services Limited BH 28T contract
EREBEREARAR healthcare services
RESH
R AR TS
Quality HealthCare Hong Kong HK$2 100 100 Provision of
Professional Services Limited BH 28T professional
services
RUERERY
Allied Medical Practices Hong Kong HK$2 100 100 Provision of
Guild Limited BH 28T contract
RS EBR AR healthcare services
RESH
R AR TS
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31 December 2007 —ZEE+HF+=-_A=+—H

16. INTERESTS IN SUBSIDIARIES (continued) 16. RKBATEZELE (E)

Particulars of the principal subsidiaries are as follows:

ITEMBARZHBET - (8)

(continued)
Nominal Percentage
Place of value of of equity
incorporation/ issued ordinary attributable to
operations share capital the Company Principal
Name HMARL BERITEER AR RERN activities
NGIEE R tth B RAHEE RAERE 2 FTEEK
2007 2006
—ETRtFE ZEERX
Nursing agency, physiotherapy, dental and other services
BENER - MIERR - TRREMRE
Quality HealthCare Dental Hong Kong HK$1,000 100 100 Provision of
Services Limited B8 1,000/ 7T dental services
FRIMRBERAR AT RHRTS
Quality HealthCare Nursing Hong Kong HK$10,000 100 100 Provision of
Agency Limited 5 10,000 787T nursing agency
EREENAARAR services
fRfitiEe
AR
Quality HealthCare Hong Kong HK$1,000 100 100 Provision of
Physiotherapy Services BE 1,000/ 7T physiotherapy
Limited services
SR EREER DA hefite
e B IR
Quality HealthCare Hong Kong HK$1 100 100 Provision of
Psychological Services BE 187 psychological
Limited services
FROBRRARAR RELIE
{2 P AR 75
Dynamic People Group British Virgin US$1 100 100 Provision of
Limited Islands/ = LASIK and
Hong Kong optical surgical
REBEIES/ services
BB REHOLER
KR N F AR

Quality HealthCare Asia Limited
SRENERA A
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Notes to Financial Statements

INTERESTS IN SUBSIDIARIES (continued) 16.

Particulars of the principal subsidiaries are as follows:
(continued)

B E My RE

31 December 2007 —ZEE+F+=-F=+—8H

RHE Q8 2 (&)

ITEMBARZHBET - (8)

Nominal Percentage
Place of value of of equity
incorporation/ issued ordinary attributable to
operations share capital the Company Principal
Name ML BRITZER AARER, activities
NGIEE R it B RAHEE BRAERE DL FEEK
2007 2006
—ETEE  ZERTRF
Elderly care services ¥ ZR#%
Quality HealthCare Hong Kong HK$1,000 100 100 Provision of
Nursing Home Limited B8 1,000/87T elderly care
BRETEZRRAR services
RERE
EIE IR
QHES Limited British Virgin US$1 100 100 Provision of
ERERHRAT Islands/ E elderly care
Hong Kong services
KBRZES/ RERE
BB EIE IR
Quality HealthCare Man Kee Hong Kong HK$1,000 100 100 Provision of
Elderly Limited BH 1,000/%87C elderly care
ERERBERRAT services
RERE
EIE IR
Corporate and other 1% Htt
Sino Success (HK) Limited Hong Kong HK$2 100 100 Provision of
BH 28T corporate services
R R

Except for Quality HealthCare Man Kee Elderly Limited, all
the above subsidiaries are indirectly held by the Company.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.

RERELZEEGRARIN - A LMK
BRREBARBEERS

ERAINZARBMBAR  RERZE
R NEBREARFEZRBLIBRAE
BFEEZEARD EFRRIIHEM
MBARZFHIETEEHREBNITE °
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17. INTEREST IN A JOINTLY-CONTROLLED ENTITY 17. R—EHEESEE KR
Group
&5
2007 2006
—gBtE  —FEAF
HK$’000 HK$’000
FET FiBT
Share of net assets ELFEE 519 477
Due to a jointly-controlled entity FE — RIS RIE SIS SR IE (167) (10)
352 467
The amount due to a jointly-controlled entity is unsecured, A —EEEZESCERBEAEERE - £
interest-free and has no fixed terms of repayment. The BNERETENE o B —RE RS 6
carrying amount of the amount due to a jointly-controlled ¥FIEMERAEEEATERS °

entity approximates to its fair value.

Particulars of the jointly-controlled entity are as follows: R HIE ZFEBIT
Particulars of Percentage of
issued shares Place of BAH
held incorporation Ownership Voting Profit Principal
Name e 21T SE A AL interest power sharing activities
28 BRADFE 1o 2 e &R e gt By TEXK
Poltallock Limited* Ordinary shares Hong Kong 50 50 50 Provision of
of HK$1 each BB facilities and
BhEE technical
1B TR services to
medical and
dental
practitioners
g AERITE
Rtk R
BT AR

*

Not audited by Ernst & Young Hong Kong or other member firm WIER BB K ST BB E b ke
of the Ernst & Young global network. RIS FTEFR AR 4R AR B A RIZE % ©

The above investment in a jointly-controlled entity is i REH S EZIRERAR R BER
indirectly held by the Company. B e

1 08 Quality HealthCare Asia Limited
SRENERA A



17. INTEREST IN JOINTLY-CONTROLLED ENTITY 17.

(continued)

Notes to Financial Statements

The following table illustrates the summarised financial
information of the Group’s jointly-controlled entity:

Share of the jointly-controlled entity’s
assets and liabilities:

Current assets
Non-current assets
Current liabilities

Net assets

Share of the jointly-controlled
entity’s results:

Revenue
Other income

Total expenses

Profit/(loss) after tax

18. INTEREST IN AN ASSOCIATE

Share of net assets
Due from an associate

FEEH RSB
ZEENARE:

MBEE
FRBEE
RBAE
FEE

A HRIHR
RIZEEA

YA
HAKA

HFIsZ
BRitiREH, (E1R)

18.

FRIEFEE
& i — Fej Bt i 2 B RRIR

PA R Y EE

31 December 2007 —ZEE+F+=-F=+—8H

R—EHEESREER (R)

TR AR A 5% B R4 i) £ 36 O 3 RS B 7S

aF

2007 2006
—BBLE  TTAE
HK$’000 HK$'000
FET FAT
1,621 2,055

1 86
(1,143) (1,664)

519 477

2,393 2,294

182 160

2,575 2,454
(2,533) (2,464)
42 (10)

R—REgE AR 2 Es
Group

2007 2006
—BBLE  TTAE
HK$’000 HK$’'000
FET FAT

- 2,386

- 120

- 2,506
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31 December 2007 —ZEE+HF+=-_A=+—8H

18.

INTEREST IN AN ASSOCIATE (continued) 18. RN EBEQT &= (&)
The amount due from an associate was unsecured, FEW—BES AR REBEEEE 2285
interest-free and had no fixed terms of repayment. EE T B -
The carrying amount of the amount due from an associate RZBERFT+_A=+—HEK— Fﬁﬂyv
at 31 December 2006 approximated to its fair value. ERRFIA REEEE AT ERS
Particulars of the associate are as follows: ko l/NG o= (N
Percentage
of ownership
interest
attributable
Particulars of Place of to the Group
issued shares held incorporation REBENG Principal
Name Frise 17 FEER 32 e &R activities
Z1B R5FE Btk FEER
2007 2006
—ETtF TR
SkinCentral Limited Ordinary shares Hong Kong - 30 Provision of
of HK$1 each dermatology,
BREE1ET aesthetic and
TR laser services
RELERE
Ex K
R BR TS
The above associate was indirectly held by the Company. Ll R R R AR RIEERE o

During the year, the Group disposed of its entire 30% equity
interest in SkinCentral Limited to the other shareholder
of SkinCentral Limited for a cash consideration of
HK$5,300,000.

The following table illustrates the summarised financial
information of the Group’s associate as at 31 December
2006 and for the year then ended extracted from its
management accounts:

Assets BE
Liabilities =L
Revenue A
Profit il

Quality HealthCare Asia Limited
SRENERA A

FN - AEE LIRS K (E 5,300,000 8 T
E A SkinCentral Limited 30% 2 2 EffEzs H
£ ¥ SkinCentral Limited 7 EAth % ER o

TRHUPAEEHREZ QRN T RF
tT-_A=+—BARBEZRALFERZH
B IEER - itk a HEERE ¢

HK$'000
TR

10,371
(2,418)
17,489

1,503



19. INVENTORIES

Medicines and dispensary supplies
Consumables

20. ACCOUNTS RECEIVABLE

Accounts receivable
Impairment

By KB M m
JHFEM

& A=A
e

The Group generally allows an average general credit period
of 30 days to its business-related customers. The Group
has a credit policy in place, and exposures are monitored
and overdue balances are reviewed by senior management
on an ongoing basis. The Group’s exposure to credit risk
arising from accounts receivables is disclosed in note 32
to the financial statements. Accounts receivable are non-

interest-bearing.

Notes to Financial Statements
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31 December 2007 —ZE+F+=-F=+—8H

FE
Group
8
2007 2006
—gTLE  ZTEAE
HK$’000 HK$'000
FET FAT
10,610 9,044
731 640
11,341 9,684
PEURBR1E
Group
8
2007 2006
—gTLE  ZTEAE
HK$’000 HK$'000
FET FAT
117,965 110,645
(3,017) (1,914)
114,948 108,731

AEERTRETEBHBATF 2EEH
FHR/I0H - AEEREEERR &
EREERHEERAR IR BEER
AEBEZRUEBEELE ZEERBRNIE
WEMTE2HKTE - BUPSRIEL TR °
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20. ACCOUNTS RECEIVABLE (continued) 20.

An aged analysis of the Group’s accounts receivable as at
the balance sheet date, based on the invoice date and net
of provisions, is as follows:

Current to 90 days BNHAZ 90 A
91 to 180 days 91 HE180H
181 to 365 days 181 HE365H

The movements in provision for impairment of accounts
receivable are as follows:

At 1 January n—A—H

Impairment losses recognised (note 6) BRI ERE (M7t 6)
Amount written off as uncollectible el 2 SRR

31 December Rt+—A=+—8

The above provision for impairment of accounts receivable
represents a provision for individually impaired accounts
receivable of HK$3,017,000 (2006: HK$1,914,000) with a
carrying amount of HK$3,986,000 (2006: HK$2,982,000).
Such provision was determined after taking into account
the ageing of individual accounts receivable balances, the
creditworthiness of the debtor, its repayment history and
historical write-off experience. The Group does not hold
any collateral or other credit enhancements over these
balances.

1 1 2 Quality HealthCare Asia Limited
SREMERATE

FE W BRTE (4])

AEENEE B 2 RURIARERS (IRBEH
HIEtE - WEINERERE) BRI

Group
£8

2007 2006
—ETLE  CTITAF
HK$’000 HK$’000
FET FAT
107,898 93,247
4,902 18,482
2,148 2,002
114,948 108,731

FEMBRIRRE B 2B T

Group
£8

2007 2006
—ETLE  CTITAF
HK$’000 HK$’000
FET FAT
1,914 443
1,120 1,776
(17) (305)
3,017 1,914

bt R AR TR 2 R (B B e T B2 4 (8 Bl E R
BREMARIR {2 #153,017,000/8 7T (=
TERF ¢ 1,914,000 7T) - & F R
18,7 AREIE 7% 3,986,000 8 T ( ZFEZ /R F ¢
2,982,000/ 7T ) ° % FREMEEE R ERI &
WHIRGESRIRE - EHAZEE HE
KA RAEZ WEHEBRTRTE - NEH
WERZEERFATAER DA EME
THER ZIRIZ -



ACCOUNTS RECEIVABLE (continued)

The aged analysis of the accounts receivable that are not
considered to be impaired is as follows:

I A HASORIE
BPR—{EA
BH—=={EA
BHBE=EA

Neither past due nor impaired
Less than 1 month past due
1 to 83 months past due

Over 3 months past due

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
the directors of the Company are of the opinion that no
provision for impairment is presently necessary in respect of
these balances as there has not been a significant change
in credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral or
other credit enhancements over these balances.

Notes to Financial Statements

B E My RE

31 December 2007 —ZEE+F+=-F=+—8H

FE W BRTE (4])

JEWERTE (W ARARMEERE) BRiie DT 20T

Group
£8

2007 2006
—ETLE  CTITAF
HK$’000 HK$’000
FET FAT
72,960 42,955
24,813 34,953
11,251 19,315
4,955 10,440
113,979 107,663

150 4 780 H SRt (B Y FE W RR TR ER K & 0 BT
WA MR KGR TP BRE

ERRERREZERERBELTERNRE A
HAEBERFRIFERLHEZBILES o
RBEELR  NRAREERR  UZF
RBEME  HNEEERYRBELEAE
B MZFAEKIDRESATTHKD - &
B BRI AL SR ERE - A&E
WERZEERFTATAEMR A EME
THERZRIZ -
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21. ACCOUNTS PAYABLE, OTHER PAYABLES, 21. FEHERIE - HEENRIE - BTXRER
ACCRUALS AND DEPOSITS RECEIVED gize
An aged analysis of the accounts payable included in RERZEAHFERNGEERRMNERE  H
accounts payable, other payables, accruals and deposits 1o FEAS FRIE ~ BRI IR R B WIZ 2 TR iE

received as at the balance sheet date, based on the invoice ZERBRIE - HBRE AT ¢
date, is as follows:

Group
L |
2007 2006
—ETLF ZETREF
HK$’000 HK$'000
FER FAT
Accounts payable: FEfTHRIA :
Current to 90 days BIEAZ 90 A 20,565 27,810
91 to 180 days 91 HE180H 24 454
20,589 28,264
Other payables, accruals and HAbFETFRIA « FERTFRIA
deposits received RBEYuR e 106,016 89,280
126,605 117,544
The accounts payable and other payables are non-interest- FERTERIE R H A BT R IB R R B B ER
bearing and are normally settled on 30-60 days terms. 30 BE 60 HEARAAES °

1 1 4 Quality HealthCare Asia Limited
SREMERATE



22.

HIRE PURCHASE CONTRACT PAYABLE

The Group leases certain office equipment for its medical
services business under a hire purchase arrangement. The
term of the hire purchase is five years.

At 31 December 2007, the total future minimum lease
payments under the hire purchase arrangement and its

present value were as follows:

Notes to Financial Statements

31 December 2007

22,

PA R Y EE

T+ F+-A=1T—H

ENEBEN

AEBREBEABTHEAEBERSESA
BETIHAERME HEFTHARSF -

R-ZBZLFT_A=1+—8 REEBE
CHRRRERONREBERERENT

Present value

Minimum of minimum
Group lease payments lease payments
58 BREBANTE BREBANTEZRE
2007 2006 2007 2006
ZEELE —TEREF ZEEtE —TTRE
HK$°000 HK$'000 HK$'000 HK$'000
THET SO THET S
Amounts payable: B &% :
Within one year —FR 6 6 5 5
In the second year F-F 5 6 3 5
In the third to fifth years, E-ZERF
inclusive (BIEEEME) - 5 - 3
Total minimum lease payments RERLFHEE 11 17 8 13
Future finance charges ARBEER ©) (4)
Total net hire purchase contract MBS DER
payable HIEFR 8 13
Portion classified as current SIEREIBE
liabllities %) (5) ()
Non-current portion JEENERED 3 8
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23.

DEFERRED TAX

The movement in deferred tax liabilities during the year is as
follows:

Group

At 1 January n—A—H
Deferred tax charged/(credited) to
the income statement during

the year (note 10)

Gross deferred tax liabilities recognised
in the consolidated balance sheet
at 31 December

The Group has tax losses arising in Hong Kong of
HK$51,008,000 (2006: HK$56,666,000), subject to the
agreement by the Hong Kong Inland Revenue Department,
that are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose.
Deferred tax assets have not been recognised in respect of
these losses as they have arisen in subsidiaries that have
been loss-making for some time and/or it is not considered
probable that taxable profits will be available against which
such tax losses can be utilised.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

Quality HealthCare Asia Limited
SRENERA A

IESERLTE

FRZELHARBEZEWT

£H

Depreciation allowance
in excess of
related depreciation

EREEREBRNE

FRARWERING(GTA) 2
FEEFLIE (FIzE10)

Rt A=t—BHEERERER
MR ZREHIAR B

2007 2006
=t 25 . U2
HK$’000 HK$'000
FET FHET
1,369 1,057
(236) 312
1,133 1,369

AEEBRBERBRELEZHRBEEBERR
51,008,000 % 7T (ZZZ /X4 : 56,666,000
B (RFEENEBER) » ATERMA
MHEHEEZ BB Z R FZ RKERD
WA > HRZEERINEBAD A —BRE
RzMBARESL K/ " REHLELH
FERBUR N ] RIEE R EHIEEE - &
W AR EERRCEH IR EE

AR A A B RO A 2 BB 3 48 Y S R AR A
BRER -



24,

Notes to Financial Statements
B R S M EE

31 December 2007 —ZEZE+F+=-F=+—8H

SHARE CAPITAL 24, KK
Shares Ji€)
2007 2006
—EELE —TTRE
HK$’000 HK$’000
FET T
Authorised: JERE
3,000,000,000 (2006: 3,000,000,000 % ( ZZ=Z/R4F :
3,000,000,000) ordinary 3,000,000,000 f% ) E I EE
shares of HK$0.10 each 0.10/8 L 2 @M 300,000 300,000
Issued and fully paid: BEITRHR
238,937,348 (2006: 238,937,348 it (= ZZ /R4 ¢
210,384,827) ordinary 210,384,827 i) B E(E
shares of HK$0.10 each 0.108 T2 EEA% 23,893 21,038

FAMBEFE ZBRAZLSNT

The movements in share capital during the current year and
the prior year were as follows:

Year ended 31 December 2007 BE —TFLFf - H=+—HIIFE

LA #4838 & X (8 470,239,000/ 7T
(REFAX) 1TEAR QR RAAEER

(i) 28,552,521 ordinary shares of HK$0.10 each were (i)
issued for cash at a subscription price of HK$2.46
per ordinary share pursuant to the exercise of the 28,652,521 ik & Ix EI1B0.107%8 T Z
Company's warrants for a total cash consideration, RINIZREE TR LB 2.46 BT
before expenses, of approximately HK$70,239,000. 170

Year ended 31 December 2006 BE —_TENFf - H=+—HIFE

(i)  The subscription rights attaching to 807,100 share (i)  807,10010 B AR #E AT Bff 2 SR AEHE B 4%

(i)

options were exercised at a subscription price of
HK$1.47 per ordinary share (note 25), resulting in the
issue of 807,100 ordinary shares of the Company of
HK$0.10 each for a total cash consideration, before
expenses, of approximately HK$1,187,000.

14,249,913 ordinary shares of HK$0.10 each were
issued for cash at a subscription price of HK$2.46
per ordinary share pursuant to the exercise of the
Company's warrants for a total cash consideration,
before expenses, of approximately HK$35,054,000.

(i)

KR REETIREBR1.478T
171 (F1sE25) » BFEAR G ABIRS
RAEAI1,187,00078 7T (KRFHH X ) %
17807,100 KRR EE 0108 T2 &
AR o

LA 4238 & X {8 4935,054,000 7% 7T
(KPR 1TEAR QR RAAEER
14,249,913 § R A E0.108 7T Z
I 1= R (E TR A% 2.46 78 T3
170
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24,

SHARE CAPITAL (continued) 24, RBE(E)
A summary of the transactions during the current year and $ ARAEER EFEE E?;—‘%ﬁ%
the prior year with reference to the above movements in the BRALE B R RSB T
Company's issued ordinary share capital is as follows:
Issued Share
Number of share premium
shares in issue capital account
BRT BT G Total
RBHE L B R &t
Notes HK$'000 HK$'000 HK$'000
BitzE THT TR THIT
At 1 January 2006 R-ZE E—F—H 195,327,814 19,533 914 20,447
Share options exercised BT R (i 807,100 81 1,106 1,187
Warrants exercised BATFR R (i) 14,249,913 1,424 33,630 35,064
At 31 December 2006 and ~ R=TTAF
1 January 2007 +ZA=+—-Hk
L F-F—H 210,384,827 21,038 35,650 56,688
Warrants exercised BFRRER 0] 28,552,521 2,855 67,384 70,239
At 31 December 2007 —TTtF
‘|'_H =1—=Ff 238,937,348 23,893 103,034 126,927
Share options ERE

Details of the Company's share incentive plan and the share
options issued under the share incentive plan in prior years,
are included in note 25 to the financial statements.

Warrants

At 31 December 2006, the aggregate amount of the
outstanding warrants of the Company was approximately
HK$72,605,000. During the year, warrants in the amount of
approximately HK$70,239,000 were exercised to subscribe
for 28,552,521 ordinary shares of the Company of HK$0.10
each at a price of HK$2.46 per share. The subscription
rights attaching to the remaining warrants lapsed on 12
January 2007.
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25.

SHARE OPTION PLAN

The Company operates a share incentive plan (the “Share
Incentive Plan”) for the purpose of providing incentives
and rewards to eligible participants who contribute to the
success of the Group's operations.

Pursuant to the Share Incentive Plan, the board of directors
of the Company may, at its discretion, invite any employees,
executive or non-executive directors (including independent
non-executive directors), officers, advisers, consultants
or such other persons from time to time to be an eligible
person to whom share options will be granted as an
incentive to attract and retain them for their contributions
to the business development of the Group. The Share
Incentive Plan was approved and adopted by the Company
on 7 June 2002 (the “Adoption Date”) and, unless otherwise
cancelled or amended, will remain in force for 10 years from
that date.

The total number of ordinary shares in respect of which
options may be granted under the Share Incentive Plan
(excluding options lapsed) is not permitted to exceed 10%
of the shares of the Company in issue as at the Adoption
Date, without a prior approval from the Company's ordinary
shareholders. The maximum entitlement of each eligible
participant under the Share Incentive Plan of the Group
in any 12-month period up to the date of grant must not
exceed 1% of the ordinary shares of the Company in issue
at the date of grant, unless shareholders' approval has
been obtained in a general meeting.

The offer of a grant of share options may be accepted
within 14 business days from the date of the offer, upon
payment of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted is
determinable by the directors, but in any event such period
may not go beyond 10 years from the Adoption Date.

The exercise price of the share options is determinable by
the directors, but may not be less than the highest of (i) the
nominal value of the Company's ordinary shares; (i) the
average Stock Exchange closing price of the Company's
ordinary shares on the five consecutive trading days
immediately preceding the date of the offer of the share
option; and (i) the closing price of the Company's ordinary
shares on the Stock Exchange on the date of the offer of
the share option (which must be a business day). Further
details of the Share Incentive Plan are also set out in a
circular of the Company dated 22 May 2002.
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25. SHARE OPTION PLAN (continued) 25. BRAETE (#)
There were no share options granted under the Share F R ERIRAR D RENET EIR B AR (=
Incentive Plan during the year (2006: Nil). As at 31 TERFE) HE_ZTTLFT A
December 2007, the Company had no outstanding share =+ —Hit ' RRRRERG EE) T2
options under the Share Incentive Plan (2006: Nil). EARITEZBIRE (BT NE ) -
The following share options were outstanding under the EFERBERMD BRI EI M ARITE 2B
Share Incentive Plan in the prior year: T
Weighted average
exercise price
HK$
per share Number
TR INHE of share
FHTEE options
BT BB
At 1 January 2006 R_ZTZTRF—H—H 1.47 1,135,350
Exercised during the year REANETE 1.47 (807,100)
Cancelled/lapsed during the year* G RESH, R 1.47 (328,250)
At 31 December 2006 RZZBERF+-_A=+—H -

The weighted average share price at the date of exercise for
share options exercised in the prior year was HK$3.21.

* On 26 October 2006, Sun Hung Kai International Limited for and
on behalf of Wah Cheong Development (B.V.l.) Limited made an
unconditional mandatory cash offer (the “Offer”) for all the issued
shares and outstanding warrants of, and for the cancellation
of all outstanding share options granted by the Company
(the “Share Options”), further details of which are set out in a
response document of the Company dated 9 November 2006.
Under the terms of the Share Incentive Plan, holders of the Share
Options might, within 14 business days of the commencement
of the Offer, that is, on or before 15 November 2006, give
written notice to the Company that they wish to exercise their
Share Options in whole or in part as specified in such notice.
Share Options not exercised within such 14 business days
period would lapse. Accordingly, the exercise period of the
Share Options granted on 16 October 2002, which were initially
exercisable from 16 October 2003 up to 15 October 2007, was
brought forward to 15 November 2006 by virtue of the Offer.
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26.

RESERVES

(a)

(b)

Group

Notes to Financial Statements
B R S M =T

The amounts of the Group's reserves and the
movements therein for the current and prior years are

fE e

31 December 2007

(@ &8

T+ F+-A=1T—H

FRRIBEFE AR B REE
B 2038 2 5 BT RS 55 60 BL2 6

presented in the consolidated statement of changes ERERFERK -
in equity on page 60 of the financial statements.
Company (b) =24
Share
premium
account Retained
&) profits Total
R ER REEF @st
Notes HK$'000 HK$'000 HK$'000
Btk THT FHT THT
At 1 January 2006 RZZET E—A—H 914 531,419 532,333
Issue of shares upon exercise  RTT{EEEARHE
of share options BIIRMD 24(i) 1,106 - 1,106
Issue of shares upon exercise  RTTH{ERRIES
of warrants BITR G 24(iii) 33,630 - 33,630
Adjustment for final 2005 H_ZTERF
dividend* AR ST - (13) (13)
Loss for the year AEFER - (3,074) (3,074)
Interim 2006 dividend ZETRFRERE 12 - (6,624) (6,624)
Proposed final and special BE-ZZFRH
2006 dividends RAFRIRR S 12 - (51,969) (51,969)
At 31 December 2006 and RZTZTRF
at 1 January 2007 +-A=+—-EBRk 35,650 469,739 505,389
—TT+F-A—H
Issue of shares upon exercise of 7 T{ SRR EE
warrants BITRG 24() 67,384 - 67,384
Profit for the year AEE G = 22,680 22,680
Interim 2007 dividend “TELERERS 12 - (12,783) (12,783)
Proposed final and special BR-ZTLF
2007 dividends RERFERIRE 12 - (46,951) (46,951)
At 31 December 2007 RZZTL4F
+=-—A=+—H 103,034 432,685 535,719
* In the prior year, the adjustment for the final 2005 * RBAEFE =TT HAFRPRE
dividend was due to the issue of 406,826 ordinary shares ZRARERTIRNARA T 2 B KRR

pursuant to the exercise of the Company's share options
and warrants prior to the record date of the final 2005
dividend and therefore they ranked for this dividend

payment.

EER-_ZTAFRERE 228 H
HARTETTE M 317406,826/% L @A

HwE=H%A

% BRIE -
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27. CONTINGENT LIABILITIES AND CORPORATE
GUARANTEES

(@ At the balance sheet date, certain corporate
guarantees were given by the Company to external
third parties which were not provided for in the
financial statements as follows:

(i) Corporate guarantees were given by the
Company to certain third parties in connection
with tenancy agreements entered into by its
subsidiaries with an aggregate amount of
approximately HK$30,333,000 at 31 December
2007 (2006: HK$50,980,000).

(i)  Corporate guarantees were given by the
Company to certain banks in connection with
banking facilities granted to its subsidiaries with
an aggregate amount of HK$60,000,000 at 31
December 2007 (2006: HK$60,000,000).

As at 31 December 2007, the banking
facilities granted to the subsidiaries subject
to the corporate guarantees given to the
banks by the Company were utilised to the
extent of approximately HK$5,115,000 (2006:
HK$5,838,000) for the issuance of bank
guarantees and performance bonds by a bank.

(b) As at 31 December 2007 and 2006, the Group was
engaged in certain litigation and claims which have
not been disclosed in detail, as the possibility of an
outflow of resources embodying material economic
benefits is remote.
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28.

OPERATING LEASE ARRANGEMENTS

(a)

(b)

As lessor

The Group subleases certain of its premises under
operating lease arrangements with non-cancellable
leases negotiated for a term of three years. The terms
of the leases generally also require the tenants to pay
security deposits.

At 31 December 2007, the Group had total future
minimum lease receivables under non-cancellable
operating leases with its tenants falling due as follows:

Within one year —FNR
In the second to fifth years,

inclusive

As lessee

The Group leases certain of its medical centres, office
premises, elderly care homes and office equipment
under operating lease arrangements. Leases for
properties are negotiated for terms ranging from one
to five and a half years.

At 31 December 2007, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

Within one year —FKN

In the second to fifth years, F_EFERF
inclusive (BEEREMT)

After five years hFiE

Notes to Financial Statements
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28. REHNZTH
(@) f1EAHBEA

AEBERBETAIBBEROZEEHY
RHDHEEETYE - BiHE W=
HERS=F - BOGR—RITER
BPXMRES

RZZTTLF+-_A=+—H80 " RE
TAIHEE 2 A - REBRIAT
FHEK 2 RRRERSEFENAT -

F_EFHF(BREREWEF)

Group
£

2007 2006
—ETLE  CTTAF
HK$’000 HK$'000
FET FAT
106 106
94 199
200 305

(b) fEREBEA

AEERBEEEHOLHFHEBEET
BRETL MAEYE  E2hL
RERE - KHAZHERERN T
—FERFF -

W=FRLE+=A=+—A  BE
ARG 2 TR - AR EA
FEBXN 2 RRBERSRBEM

T
Group
&5
2007 2006
—EELF —EERF
HK$’000 HK$'000
FExT FAT
70,215 66,836
78,974 93,412
1,168 B
150,357 160,253
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T+ F+ZA=1T—H

29. COMMITMENTS

In addition

to the operating lease commitments detailed

in note 28(b) above, the Group had the following capital
commitments at the balance sheet date:

Contracted, but not provided for: ERTAMEEARERE
Purchases of property, plant BEYE  BE
and equipment B

30. RELATED

PARTY TRANSACTIONS

In addition to the transactions, arrangements and balances
detailed elsewhere in these financial statements, the Group

had the foll

owing material transactions with related parties

during the year:

(@ The Group had certain transactions with various
indirect wholly-owned subsidiaries of SHK, an
intermediate holding company of the Company,
based on mutually agreed terms, pursuant to relevant

agree
2006

ments dated 7 February 2007 and 27 January
for a term of 11 months and 12 months,

respectively, as summarised below.

U)

(i)

Quality HealthCare
ERENERATE

The Group paid insurance premiums
of approximately HK$4,368,000 (2006:
HK$3,897,000) to Sun Hung Kai Insurance
Consultants Limited in accordance with
the relevant insurance brokerage services
agreements.

The Group paid corporate secretarial services
fees of approximately HK$1,349,000 (2006:
HK$1,163,000) to Wineur Secretaries Limited
in accordance with the relevant corporate
secretarial services agreements.

Asia Limited

29.

30.

IR
REE R - B Ll e 28(b) 7l < B2
ARSI NEBBATERANE
Group
£
2007 2006
—EELEF —ZTENE
HK$’000 HK$’000
AT T
534 —
BREALZRS

BB E A BNl 2 X BRI M A&

BRI -

AEBEEEEATIRAFEAT

SIBEBARRS :

@ AEBEFBE(RARPEERA
A ZETHEEZ2ENBARREA
BOoRA-_TELF _ALtBAR-
TERF-A-TLEZEBBHR
877 1 T IRFETT T XUt 2 B T2

5

(i)

DRIBH+—EART @A -

7N 5 B AR ¥R 48 A (R B 48 42 AR
ek A F R E R ERE A R
A A B 1R & 494,368,000 %
JT( ZZF TN : 3,897,000/8
JL) °

AEBRBEBN AR WER
HireEREREE B R AR
<A Bl AR 7% 2 491,349,000
B (ZEZF/NF 1,163,000
BIT) e



30. RELATED PARTY TRANSACTIONS (continued)

Further details of these transactions are also set
out in the announcements of the Company dated 7
February 2007 and 27 January 2006.

Subsequent to the balance sheet date, on 31 January
2008, the Company entered into a new set of
agreements with the relevant parties to continue the
above mentioned services for a term of 12 months
commencing from 1 January 2008 to 31 December
2008, further details of which are also set out in an
announcement of the Company dated 31 January
2008.

On 31 January 2008, the Company entered into an
agreement (the “Sharing of Management Services
Agreement”) with AGL to reimburse AGL the costs
incurred in respect of management, consultancy,
strategic and business advice services provided by
senior management and selective staff of AGL to the
Group for a term of three years commencing from
1 January 2008. Further details of the Sharing of
Management Services Agreement are also set out in
an announcement of the Company dated 1 February
2008.

The above transactions also constitute continuing
connected transactions as defined in Chapter 14A of
the Listing Rules.

The Group paid a service fee for the provision of
facilities and services to a jointly-controlled entity of
HK$3,998,000 (2006: HK$3,185,000) for its medical
practices. The fee was charged based on terms
mutually agreed between both parties.

Notes to Financial Statements
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30. RELATED PARTY TRANSACTIONS (continued)

() The Group had the following transactions with an
associate, which was disposed of during the year:

(i) The Group paid a medical service fee
to the associate of HK$810,000 (2006:
HK$1,416,000) for the provision of skincare
services. The fee was charged based on terms
mutually agreed between both parties.

(i)  The Group received management fees of
HK$160,000 (2006: HK$240,000) for the
provision of administrative services during
the year. The fees were charged at amounts
mutually agreed between the two parties.

@iy  The Group had granted a credit facility to an
associate to the extent of HK$1,000,000, which
was not utilised by the associate. The amount
drawn down under the credit facility should bear
interest at the Hong Kong Dollar Prime Lending
Rate quoted by the Hongkong and Shanghai
Banking Corporation and the credit facility was
secured by personal guarantees provided by
certain directors of the associate. During the
year, the guarantee was released upon the
disposal of the associate.

(d)  OQutstanding balances with related parties:

(i) Included in the Group's accounts payable, other
payables, accruals and deposits received are
outstanding balances with AGL of HK$430,000
(2006: Nil) and with SHK and its wholly-owned
subsidiaries totalling of HK$291,000 (2006:
HK$422,000).

(i)  Details of the Group's amount due from its
associate are included in note 18 to the financial
statements, and details of the Group's amount
due to its jointly-controlled entity are included in
note 17 to the financial statements.
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30. RELATED PARTY TRANSACTIONS (continued) 30. EBEALZRS (#E)
(e) Compensation of key management personnel of the e AEBEXEEEBE G
Group:
2007 2006
—EELF —ETRF
HK$’000 HK$’000
FHET T
Short term employee benefits 45 HifE & & Fl 7,514 7,245
Post-employment benefits BEER 18 1R A 20 24
Total compensation paid MEZERBE T2
to key management e
personnel 7,534 7,269
Further details of directors' emoluments are included EEFMNoFBERNTBERE
in note 8 to the financial statements. BRFES ©
31. FINANCIAL INSTRUMENTS BY CATEGORY 31 SEIAESE
The carrying amounts of each of the categories of financial REER  FHESMTAZREBENT :

instruments as at the balance sheet date are as follows:

Group REE
Financial assets SHEE
Loans and receivables
ER R ERRIE
2007 2006
—EELEF —ETRF
HK$’000 HK$’000
FET FHET
Due from an associate (note 18) JE Uk — P Bt o R B 5k 0E (T 18) - 120
Accounts receivable JEY BRI 114,948 108,731
Financial assets included in STATENFRIE « e M EMEWEIR
prepayments, deposits and ZERMEE
other receivables 24,373 22,283
Cash and bank balances e MIRTTHETE 240,063 177,283
379,384 308,417
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31. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 31 SRTESE (&)

The carrying amounts of each of the categories of financial REEH  SHESRITAZEEDERAT ¢
instruments as at the balance sheet date are as follows: (#&)

(continued)

Financial liabilities SRIEE

Financial liabilities at
amortised cost

REBERRARNEREE
2007 2006
—ETtHF —ETRF
HK$’000 HK$’000
FET FHET
Due to a jointly-controlled FE — R RE SIS FRIE
entity (note 17) (FF=E17) 167 10
Accounts payable (note 21) FETBRIE (FisE21) 20,589 28,264
Financial liabilities included in T A A FEFRIE -
other payables, accruals and Rt FIERIES
deposits received (note 21) ZemBaE(fE21) 44,238 38,134
Hire purchase contract payable FERTTREEE 4 8 13
65,002 66,421
Company PiN/NC]|
Financial assets EREE
Loans and receivables
ER R ERRIE
2007 2006
—ETtF —ETRF
HK$’000 HK$’000
FET FHET
Due from subsidiaries, net FEUHT B A Rl FTE
of impairment (note 16) (HBREE) (i 16) 812,680 842,520
Cash and bank balances e MIRTTHETE 120,180 57,070
932,860 899,590
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31.

32.

FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The carrying amounts of each of the categories of financial
instruments as at the balance sheet date are as follows:
(continued)

Financial liabilities

Due to subsidiaries (note 16)
Financial liabilities included in other
payables and accruals

ZEHMARE

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's principal financial instruments comprise
cash and short term deposits, and hire purchase contract
payable. The main purpose of these financial instruments
is to raise finance for the Group's operations. The Group
has various other financial assets and liabilities such as
accounts receivable, other receivables, accounts payable,
other payables and balances with a jointly-controlled entity
and an associate, which primarily arise directly from its
operations. The Group does not hold or issue any derivative
financial instruments.

The main risks arising from the Group's financial
instruments and the policies for managing each of these
risks are summarised below. Management manages and
monitors these risks to ensure appropriate measures are
implemented on a timely and effective manner.

Interest rate risk

Interest rate risk is the risk that the future cash flows of a
financial instrument will fluctuate because of changes in
market interest rates. The Group's exposure to the risk
of changes in market interest rates relates primarily to the
Group's cash and bank balances.

Notes to Financial Statements
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31 December 2007 —ZEE+F+=-F=+—8H

ERMITADE(#)

REHER  SESBITAZERENT :
)

==K
Financial liabilities at
amortised cost
REERAARNEREE

2007 2006
—ETLE  CTTAF
HK$’000 HK$’'000
FExT T
315,155 311,388
3,646 2,648
318,801 314,036

BEEMREEEEREE

AEEZTESRTIABERE NRITHE
BREMNERBEN ZFEMIAZER
BEVIRAAKEZERHRE - ARE R
BEZRHEMEREENAE  HINEER
RIBEXRMES < RIHRIE - E I
HOR - EAARIR - EfENFIE - EAF
RHIR R RS R AR o ARELE
RAERBITEMITESRTA -

RASEZSMIAEE Y TEARLE
BEEARZHEBENT - EREER
RERZSER  BREEDEABRA
B 2 TR AT o

M REk
MEEBRASERTEZARBERERH
RIZHREEMKE 2 Rk - AEEEHE
MSHNERBEAAZZAREEEBR AL
B2 IRE RIRITHAESR -
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32. HBEREREBZERECK (&)
POLICIES (continued)
Cash at banks earns interest at floating rates based on daily GFRRIRIT2IRETIRES A RITFHRF
bank deposit rates. Short term time deposits are made RZZHEERNFE - RHEFEZE
for varying periods of between one day and three months FEE R—REZEAATE  BELE
depending on the immediate cash requirements of the B 7 EIR e E kM E WL ZBIREISE
Group, and earns interest at the respective short term time FHIEBREVF B ©
deposit rates.
The following table demonstrates the sensitivity to a TNRERE Y EMEHAEFTER K
reasonably possible change in interest rates, with all other SEBBRHANES BB FEFRIBITER
variables held constant, of the Group's profit before tax LB RASE AR RS RES
(through the impact on floating rate bank deposits) and the BARE BT 2 BURE ©
Group's and the Company's equity.
Group Company
&8 AT
Increase/
Increase/  (decrease) Increase/ Increase/ Increase/
(decrease) in in profit (decrease) (decrease)in (decrease)
basis points before tax in equity basis points in equity
HY  BREAEN & B PRARE 2R
#m,/ #m,/ wm,/ #wm,/ #m
OR2) (R2) (R2) (R2) (R2)
% HK$’000 HK$’000 % HK$’000
B THERT FTHET Aokt THET
2007 —EELHE
Hong Kong dollar BT 0.25 540 540 0.25 295
Hong Kong dollar BT 0.50 1,079 1,079 0.50 590
Hong Kong dollar BT (0.25) (540) (540) (0.25) (295)
Hong Kong dollar BT (0.50) (1,079) (1,079) (0.50) (590)
2006 —TTRF
Hong Kong dollar BT 0.25 387 387 0.25 141
Hong Kong dollar BT 0.50 775 775 0.50 282
Hong Kong dollar BT (0.25) (387) (387) (0.25) (141)
Hong Kong dollar BT (0.50) (775) (775) (0.50) (282)
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32.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group in general provides services on credit to
customers with good credit history or of low risk profile
and accordingly, there is no requirement for collateral.
Receivable balances are monitored on an ongoing basis.

The credit risk of the Group's other financial assets,
which mainly comprise cash and bank balances, other
receivables and balances with a jointly-controlled entity
and an associate, arises from default of the counterparty,
with a maximum exposure equal to the carrying amounts of
these instruments. The Company is also exposed to credit
risk through the granting of financial guarantees, further
details of which are disclosed in note 27 to the financial
statements.

Concentrations of credit risk are managed by customer/
counterparty and by industry sector. At the balance sheet
date, the Group had a certain concentration of credit risk
as 15.9% (2006: 9.2%) and 42.3% (2006: 39.1%) of the
total accounts receivable were due from the Group's largest
customer and the five largest customers, respectively,
within the medical services segment.

Further quantitative data in respect of the Group's exposure
to credit risk arising from accounts receivable are disclosed
in note 20 to the financial statements.

Foreign currency risk

The Group's exposure to the risks of foreign currency is
minimal, as the Group's revenue is derived from customers
based in Hong Kong and it primarily purchases from
suppliers based in Hong Kong. As at the balance sheet
date, majority of cash and bank deposits of the Group were
denominated in Hong Kong dollars.

Liquidity risk

The Group's objective is to ensure there are adequate
funds to meet its liquidity requirements in the short and
longer term. In the management of liquidity risk, the Group
monitors and maintains a level of cash and bank balances
deemed adequate by management to finance the Group's
operations and mitigate the effects of fluctuations in cash
flows. Cash flows of the Group are closely monitored by
senior management on an ongoing basis.
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32. HKRKREEBERBEEE(E)

POLICIES (continued)

REE = E R ()
AEERBEORNMANKAENRER
FemAafEz2BA/MRmT

Liquidity risk (continued)

The maturity profile of the Group's financial liabilities
as at the balance sheet date, based on the contracted
undiscounted payments, was as follows:

Group 2007
e = L X2
On demand/
no fixed terms Less than 3 to less than
of repayment 3 months 12 months 1to5
REREE DR == years Total
BETEENEH =@A T={@A =ZE5asE met
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FTHET FTHET THERT THET FHET
Hire purchase ERHEEEL
contract payable - 1 4 3 8
Due to a jointly- JE A5 — Pl AL Rl )
controlled entity PEFIE 167 - - - 167
Accounts payable e ARIE 1,271 19,318 - - 20,589
Other payables Hth RN 9,754 33,206 1,278 - 44,238
11,192 52,525 1,282 3 65,002
2006
ZETRF
On demand/
no fixed terms Less than 3 toless than
of repayment 3 months 12 months 1to5
BRER(EE,/ i == years Total
EEEEREH =EA +=@A —ZEREF st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHAT FHT FHL TAT
Hire purchase ERHEEEL
contract payable - 1 4 8 13
Due to a jointly- JE A5 — Pl AL Rl )
controlled entity ERIE 10 - - - 10
Accounts payable FETBRIA 2,548 25,716 - - 28,264
Other payables Hh IR 8,725 27,271 2,138 - 38,134
11,283 52,988 2,142 8 66,421

Quality HealthCare Asia Limited
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32.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Liquidity risk (continued)

The maturity profile of the Company's financial liabilities
as at the balance sheet date, based on the contracted
undiscounted payments, was as follows:

Company
AT

Due to subsidiaries

Other payables

Due to subsidiaries

Other payables

e
NP
HAENFR

TR
NP
H TR

Notes to Financial Statements
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32. HKRKREEBERBEEE(E)
FEES R (F)
RARBRBEARMBRNRGTENRGEE
HemAalE e RHAGMIT
2007
= s
On demand/
no fixed terms Less than 3 to less than
of repayment 3 months 12 months 1to5
REREE DR == years Total
BEEEREH ={&AR T=@EA —=ZETaE @t
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FEx FTET FEx FEx FEx
315,155 - - - 315,155
- 2,368 1,278 - 3,646
315,155 2,368 1,278 - 318,801
2006
ZETRF
On demand/
no fixed terms Lessthan 3 to less than
of repayment 3 months 12 months 1to5
BER(EE/ i == years Total
E[EF BN =EA +=18A —ZEREF mEr
HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FHAT FHT FHL TAT
311,388 - - - 311,388
- 1,440 1,208 - 2,648
311,388 1,440 1,208 - 314,036
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management

The Group's objectives when managing capital are:

° To safeguard the Group's ability to continue as
a going concern, so that it continues to provide
returns for shareholders and benefits for other
stakeholders; and

° To support the Group's stability and growth

The Group regularly reviews and manages its capital
structure and makes adjustments to it to ensure optimal
capital structure and shareholder returns, taking into
consideration the future capital requirements of the
Group and capital efficiency, prevailing and projected
profitability, projected operating cash flows, projected
capital expenditures and projected strategic investment
opportunities.

To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, repurchase
its shares or issue new shares. The Group currently adopts
a dividend policy of providing shareholders with regular
dividends with a target payout ratio of approximately 40 per
cent of the profit of the year, while retaining 60 per cent of
the profit as capital of the Group for future use.

The Group monitors the level of its capital on an ongoing
basis. Capital of the Group comprises all components of
shareholders' equity. Capital of the Group at 31 December
2007 was HK$307,412,000 (2006: HK$238,692,000).

The Group is not subject to any externally imposed capital
requirements. No significant changes were made in the
Group's objectives, policies and processes for managing
capital during the year ended 31 December 2006 and
2007.

Quality HealthCare Asia Limited
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34.

FAIR VALUES OF FINANCIAL ASSETS AND
LIABILITIES

As at 31 December 2007, the carrying amounts of the
Group's financial assets and liabilities approximate to their
fair values.

MANAGEMENT OF FIXED-FEE CONTRACTS

The Group enters into certain Fixed-fee Contracts, in which
the Group uses its own medical centres/clinics, staff and
other resources to provide medical/dental services covered
by the contracts. The level of services to be rendered
under the Fixed-fee Contracts is uncertain and depends on
uncertain future events. The Group has to consider whether
the cost of meeting its contractual obligations to provide
the services under the Fixed-fee Contracts may exceed the
revenue it will receive and the probability of such risk (the
“Risk”), when assessing the pricing and provisioning for
such contracts.

The frequency and severity of the Risk are affected by
many factors, including, inter alia, the health status and
awareness of the persons covered by the Fixed-fee
Contracts and that of the general public in Hong Kong,
the outbreak/potential outbreak of any epidemic, climatic
changes, the duration of those contracts (which in general
are of short duration), as well as a diversity of social,
industrial and economic factors. The risk associated with
such factors (including any undue concentration thereof and
the probability of the occurrence of certain events affected
by them) on the actual recovery rate for individual contracts
is the key source of uncertainty that needs to be estimated.

The Group manages the Risk through periodic review of the
estimated and actual recovery rate of individual contracts
and includes such assessment in establishing its pricing
and contract continuance policies.

As the related assets and liabilities of the Fixed-fee
Contracts are non-interest-bearing and as the provision of
services on credit are in general only made to customers
with good credit history or of low risk profile, the Group's
exposure to interest rate risk and credit risk in respect of
such contracts is considered to be minimal.

As at 31 December 2007, accounts receivable and deferred
revenue of the Group attributable to its Fixed-fee Contracts
amounted to approximately HK$10,047,000 (2006:
HK$6,859,000) and HK$3,416,000 (2006: HK$3,151,000),
respectively.
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35. COMPARATIVE AMOUNTS

As further explained in note 2.2 to the financial statements,
due to the adoption of the new and revised HKFRSs during
the current year, certain comparative amounts have been
provided to show separately comparative amount in respect
of items disclosed for the first time in 2007.

36. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 28 March 2008.
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