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| am pleased to present the annual report of Allied Overseas Limited
("Company”) and its subsidiaries (“Group”) for the year 2010 to our
shareholders (“Shareholders”). For the year ended 31st December,
2010, the Group recorded total revenue (continuing and discontinued)
of approximately HK$1,068.2 million, a 3.0% decrease compared to
approximately HK$1,100.8 million in 2009. The decrease in turnover
mainly resulted from the completion of the disposal of the Group's
medical and associated health services businesses to a subsidiary of
Fortis Global Healthcare Holdings Pte Ltd on 30th November, 2010
(“Disposal”). The consideration received from the Disposal amounted
to approximately HK$1,556.0 million and the Group recognised a gain
on disposal of approximately HK$1,428.3 million. As a result of the
Disposal, the Group’s profit for the year attributable to owners of the
Company increased from approximately HK$75.9 million in 2009 to
approximately HK$1,463.4 million in 2010. Net assets of the Group
increased from approximately HK$339.9 million at 31st December, 2009
to approximately HK$1,703.2 million at 31st December, 2010.

We believe that the Disposal represented an attractive opportunity for
the realisation of a material capital gain for the Group. As previously
announced, the Company is now in a position to continue to operate
and develop its elderly care business in Hong Kong and to acquire or
develop both healthcare businesses and elderly care businesses in the
PRC and elsewhere as well as to diversify into other business sectors in
Hong Kong, the PRC and elsewhere.

Following the completion of the Disposal, the Company changed its
name to Allied Overseas Limited and the Group’s elderly care homes
have been re-branded to “Senior Care”. Senior Care, which continues
to operate profitably, has also commenced certain renovation and
improvement works at its homes.

On 24th March, 2010, the Board announced that a conditional cash
offer would be made to repurchase for cancellation up to a maximum
of 24,146,341 ordinary shares at the offer price of HK$4.10 per share.
The Board also announced that it would consider paying a special
dividend equivalent to the difference between HK$99 million and
the funds actually expended on the share repurchase. Shareholders
approved the offer on 9th July, 2010 and it was declared unconditional.
At the date of the close of the offer, valid acceptances in respect of
a total of 18,076,803 ordinary shares were received by the Company
and these ordinary shares were repurchased and cancelled. A total of
HK$74,115,000 was expended by the Company in the repurchase. The
Company has also declared a special interim dividend of HK12.0 cents
per share, being approximately the difference between HK$99 million
and HK$74,115,000.
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As announced on 19th January, 2011, the Company declared a special
dividend of HK$1.00 per ordinary share following the Disposal. The
Company also announced the issue of bonus warrants to Shareholders
on the basis of one warrant for every five existing ordinary shares held
on the record date. The warrants entitle the holders to subscribe for
new ordinary shares at an initial subscription price of HK$5.00 per
ordinary share in cash and the warrants may be exercised at any time
during a period of five years commencing on the date of first issue of the
warrants.

In regard to the expansion and development of the Company’s elderly
care business, the Company has completed some re-branding and
upgrading work at its existing homes and has concluded an interim
investigation into acquisition and development of new homes.
The Company now anticipates that there may be consolidation
and restructuring in the industry during the latter part of the year.
Accordingly, the Company may defer its proposed acquisition and
development program as the direction is expected to become clearer
towards year end and more attractive opportunities may arise.
Meanwhile, the Company will continue to reorganize its existing elderly
home portfolio where appropriate. Shareholders and the investing
public will be kept informed of further progress.

2010 was a year of change with the disposal of the Group’s medical and
associated health services businesses. | would like to thank my fellow
Directors, our staff, professional advisers and our Shareholders for
their continuous support during the year. | would also like to take this
opportunity to thank Dr. Lincoln Chee, who resigned as a director and
the Chief Executive Officer of the Group on 30th November, 2010 as a
result of joining the disposal group, for his contribution to the Group
during his past years of service.

Arthur George Dew
Chairman

Hong Kong, 22nd March, 2011
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For the year ended 31st December, 2010, the Group reported revenue
(continuing and discontinued operations) of HK$1,068.2 million
(2009: HK$1,100.8 million), a decrease of 3.0% from last year. Profit
attributable to owners of the Company amounted to HK$1,463.4
million, compared to HK$75.9 million in 2009. The profit increase was
inclusive of an exceptional gain on disposal of the Group’s medical
and associated health services businesses (“Disposal”) of HK$1,428.3
million.

Basic earnings per share for 2010 were HK$6.73 compared to HK33.4
cents in 2009.

Net cash inflow from operating activities for the year was HK$57.7
million (2009: HK$96.3 million). Net cash realised from the Disposal
amounted to HK$1,509.6 million. Cash and bank balances as at
31st December, 2010 were HK$1,644.0 million (2009: HK$226.9
million).

Net assets at 31st December, 2010 was HK$1,703.2 million compared to
HK$339.9 million at 31st December, 2009.

Elderly Care Services — Senior Care (“SC")

SC achieved a growth of 2.6% in income from external customers to
HK$100.9 million for the year ended 31st December, 2010 as compared
to 2009 amounting to HK$98.3 million. Divisional profit of HK$8.2
million for the year of 2010 increased by 6.4% from HK$7.7 million
in 2009 mainly as a result of an increase in various subsidies from the
Social Welfare Department (“SWD") and service fees from residents,
notwithstanding escalating operating costs. Staff costs have increased
because of a shortage of healthcare professionals. Other operating
costs such as food, utilities and healthcare supplies have also risen
significantly.

During the year, the SWD granted various subsidies to elderly homes
which joined the Enhanced Bought Place Scheme (“EBPS”). These
subsidies were utilised to enhance the service qualities of elderly homes
and reduced part of the pressure of our escalating operating costs and
provided us with additional resources to explore new business lines
including dementia services and occupational rehabilitation services.

Allied Overseas Limited

HEzE-_ZEZ—ZF+-_A=+—HILFE "
AEBRA(FBELERDRIERE X
%) /A 1,068,200,0008 T ( Z T Z L F
1,100,800,000/7T) * & E—FEFH3.0% °
$/‘ﬂ%ﬁAH£iﬁiﬂt1 463,400, oooi’é
C i = EZTNFBIA75,900,0008 7T ©
%IJi*E”‘EP a%m%@fé&mﬁ%%w&ﬁ%%
([HEEE]) 2 IS 1,428,300,0008 7T °

—E-TEZBRELRRBNR6TIBITL M
“ZENFRIR33.4E -

AFEELEER 2 FIR €M ABS7,700,000
;‘aﬁ(_ffﬁﬁ 96 300 ooo,%éfyz) ﬁ

:g—iiﬂ—fﬂ f—I—— EI Zfﬁi&ﬁ’?ﬂ
48 5 1,644,000,0000 8 T ( ZZFEF AL F
226,900,000/ 7T) ©

2 EFEF+ A=+ HBHZEEFE
£ 1,703,200,0008 ;& - T —ZEEZ A F
+=A=+—HHI%A339,900,000/8 T °

HERE - ER(EE])

HE-_T—ZTFF+-_A=-+—RHLFE EBE
Qﬁl\ﬂ(%}fzuﬁz)\;ﬁ‘_ =T 1,45 298,300,000
B oL K 26% © & 100,900,000 & T e
—E-TF 5% FA8,200,000 7T+ &
—ZT A FEH7,700,0008 TTIEIN6.4% 0 T E
ARt EREMAE((HeRME DRSS TZ2ERE
PNeE  EREEEMNREEEN  BEL
BRATNE L - BEEEASRHRERET
AN - R - KELAEEARSHMLE
XA TR ME B3R o

FR - HEEMNERS M AEBLFE (2K
ZRMFE DR R EERS R - B
BRI ZEFEMRIGKE - BE T RAEH L
LRAIE A EE DB - XIRERRINERG
PIFHRF RS - BREMERESIRRT RBE
ERRART



Recent projections released by the Census and Statistics Department
indicate the population is expected to continue to age. The proportion
of the population aged 65 and over is projected to rise markedly, from
13% in 2009 to 28% in 2039. We believe we are in an advantageous
position to capture the increasing demand for elderly care homes.

However, we anticipate that the expected operating environment will
present a challenge to the business performance of SC in the coming
year. Continued staff shortages and rising rentals will present difficulties
in maintaining operating margins. The introduction of the minimum
wage legislation in Hong Kong on 1st May, 2011 will cause a major cost
increase for the industry which may be difficult to pass on to residents
who rely on the Comprehensive Social Security Assistance Scheme
operated by the SWD.

With the solid financial base of the Company and committed
professional management team of SC, the Company is well placed to
meet these challenges.

With the rapidly increasing elderly population in Hong Kong, the
society’s overall demand for subsidised residential care places for the
elderly has been on the rise, and the number of people waiting for such
places has been increasing correspondingly. With a view to shortening
the waiting time as far as possible, the Hong Kong Government has
been allocating additional resources and making endeavours to identify
suitable sites for construction of elderly homes in recent years to
increase the provision of subsidised residential care places.

The strategy of the Hong Kong Government is to increase the
provision of places through EBPS. In accordance with the Policy
Address of the Chief Executive and the 2011-12 Budget, the
Hong Kong Government will acquire 1,300 additional places
and increase annual recurrent funding by HK$40 million to
raise the purchase prices for the bed places with higher quality
(i.e. EA1 places). SC has two EA1 homes and two EA2 homes providing
367 bed places to the Hong Kong Government which will benefit from
the new arrangement with the Hong Kong Government. We have also
been upgrading both the quality service standard and the physical
environment of our elderly homes to assist us in pursuing more bed
places from the Hong Kong Government.

In addition, the Hong Kong Government will increase annual recurrent
funding to raise the supplements for subsidised residential care homes
so that they can take better care of demented or infirm elders. The
coverage of the Dementia Supplements will also be extended to all
subsidised day care centres for the provision of more targeted services
to patients residing in the community. Such measure will increase the
demand of non-government organizations on buying dementia and
rehabilitation services from our new business unit.
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With the mixture of challenges and opportunities, SC is positively
positioned and focused on maintaining its growth in the local elderly
market. We are presently exploring the opportunity for the expansion
of our business by sourcing suitable sites for opening new homes or
acquiring elderly homes of other operators. We may also close any
homes which are not profitable because of rental increases or other
reasons. We will continue to seek growth opportunities, continue efforts
to diversify our range of service offerings, and diversify into other
business sectors in Hong Kong, the PRC and elsewhere.

The Company is actively investigating various proposals for the
utilisation of the funds realised as a result of the Disposal. Further
announcements will be made regarding any decisions on these
proposals as soon as practicable.

Since the announcement of the Company’s Annual Results for the year
on 22nd March, 2011, the Company has made a further announcement
regarding the Company’s progress in utilisation of the funds realised
as a result of the Disposal. Further to the announcement as at the date
hereof the position is similar to that announced on 30th March, 2011.
The Company has investigated the acquisition of healthcare and hospital
and medical related business in China and Australia, and an investment
in Australian resources through an interest in a Hong Kong listed group.
The Group has not yet concluded negotiations on any project, but
currently expects to be in a position to conclude negotiations prior to
30th May, 2011.

The Group entered into the Share Sale Agreement on 8th October, 2010
to dispose of its entire interest in the medical and associated health
services (i.e. nursing agency, physiotherapy, dental and other services)
businesses. The Disposal was completed on 30th November, 2010 and
the results of these two divisions were consolidated up to that date.

For the year ended 31st December, 2010, revenue from discontinued
medical and associated health services operations amounted to
HK$967.3 million, a decrease of 3.5% compared to HK$1,002.5 million
in 2009. Profit for the year was HK$45.3 million, compared to HK$62.9
million in 2009.

As at 31st December, 2010, the equity attributable to
owners of the Company amounted to HK$1,703.2 million,
representing an increase of HK$1,363.3 million from that of
31st December, 2009. The increase was mainly attributable to the gain
on the Disposal of approximately HK$1,428.3 million.
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During the year, the issued share capital of the Company was reduced
by HK$1.8 million as a result of the repurchase and cancellation of
18,076,803 ordinary shares with par value of HK$0.1 each, for an
aggregate consideration of HK$74,115,000 (before expenses) by
a conditional cash offer.

The Group’s cash and bank balances amounted to HK$1,644.0 million
(31st December, 2009: HK$226.9 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 cash and bank balances available also
enable the Group to develop its elderly care business in Hong Kong
and to acquire or develop both healthcare businesses and elderly care
businesses in the PRC and elsewhere as well as to diversify into other
business sectors in Hong Kong, the PRC and elsewhere.

In view of the very low interest rate environment, the Group has
diversified its treasury operations into debt securities and fund
investments that offer a better return to our shareholders in addition to
the holding of bank deposits. These debt securities and fund investments
are classified as financial assets at fair value through profit or loss in the
consolidated financial statements.

The debt securities acquired by the Group were issued by reputable
institutions in Hong Kong which are either issued for a specific term or
perpetual form and will be redeemable on their respective maturity dates
or where applicable, callable on fixed call dates.

The Group expects that the interest rate of cash deposits will remain in a
low range and will consider purchasing or subscribing for additional debt
securities and to explore appropriate fund investments in order to further
enhance the interest yield.

The value of the Group’s bond and fund investments amounted to
HK$64.5 million as at 31st December, 2010 (31st December, 2009:
HK$52.4 million) and the Group recorded a fair value gain of HK$2.6
million for the year.

Since the Group had no bank and other borrowings, the gearing ratio
comparing net debt (borrowings net of cash and bank balances available)
to equity was not applicable at 31st December, 2010 and 2009.

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.
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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.

Cash and bank balances are denominated in Hong Kong dollars or
US 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.

As at 31st December, 2010, the Group had certain financial assets at
fair value through profit or loss denominated in US dollars. As the Hong
Kong dollar is pegged to the US dollar, the Group considers the foreign
exchange risk to be insignificant, and accordingly, it does not have any
requirement to use financial instruments for hedging purposes.

At 31st December, 2010, the Group had no assets under pledge.

Details regarding the contingent liabilities of the Group at
31st December, 2010 are set out in note 30 to the financial statements.

The Group entered into the Share Sale Agreement on 8th October, 2010
to dispose of its 100% shareholding in Quality HealthCare Medical
Services Limited, Quality HealthCare Medical Holdings Limited, Quality
HealthCare Limited, Quality HealthCare Services Limited and Portex
Limited and their respective subsidiaries, representing the Group’s
entire interest in medical and associated health services businesses.
The Disposal was completed on 30th November, 2010. Further details
of the Disposal are set out in the circular of the Company dated
2nd November, 2010.

At 31st December, 2010, the total number of employees was
approximately 320. Total staff costs (continuing and discontinued
operations) amounted to approximately HK$426.8 million (2009:
HK$429.7 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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Mr. Arthur George Dew, aged 69, was appointed a Non-Executive
Director of the Company in December 2002 and became the Deputy
Chairman and an Executive Director of the Company in February 2003.
He was appointed the Chairman of the Company in March 2003 and
re-designated as a Non-Executive Director of the Company in 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 also the
chairman and a non-executive director of each of Allied Group Limited
("AGL") and Allied Properties (H.K.) Limited (“APL"), the substantial
shareholders of the Company. He is also a non-executive director of
SHK Hong Kong Industries Limited (“SHK HK IND").

Mr. Mark Wong Tai Chun, aged 46, was appointed an Executive Director
of the Company in April 2000 and became the Chief Executive Officer
of the Company in November 2010. He joined the Group in 1997 and
is also the Finance Director of the Group. He has a Master’s Degree in
Business Administration and is a fellow of the Hong Kong Institute of
Certified Public Accountants, the Association of Chartered Certified
Accountants, The Institute of Chartered Secretaries and Administrators
and The Hong Kong Institute of Chartered Secretaries. Mr. Wong was
the financial controller of other listed companies in Hong Kong. He is
the director of investment of AGL, the substantial shareholder of the
Company. He is also an executive director of each of APL, the substantial
shareholder of the Company, and SHK HK IND. Mr. Wong was previously
an alternate director to Mr. Arthur George Dew in Yu Ming Investments
Limited (now known as SHK HK IND).
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Mr. Francis J. Chang Chu Fai, aged 56, was appointed an Independent
Non-Executive Director of the Company in October 2004 and became
the Deputy Chairman of the Company in November 2006. He holds a
Bachelor’s Degree in Commerce from Concordia University in Montreal,
Canada and a Master’s Degree in Business Administration from York
University in Toronto, Canada. He has over 30 years of experience in
banking, corporate finance, investment and management and has held
various executive positions at financial institutions and directorships of
listed companies. Mr. Chang is currently the managing director of Ceres
Consultancy Limited and a registered person under the Securities and
Futures Ordinance. He is also an independent non-executive director of
Tian An China Investments Company Limited, Royale Furniture Holdings
Limited and APAC Resources Limited. Mr. Chang was previously the
managing director of Ceres Capital Limited.

Mr. Li Chak Hung, aged 46, was appointed an Independent Non-
Executive Director of the Company in 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 20 years’ experience in auditing,
accounting and financial management. Mr. Li is also an independent
non-executive director of ChinaVision Media Group Limited.

Mr. Carlisle Caldow Procter, aged 70, was appointed an Independent
Non-Executive Director of the Company in 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
Sun Hung Kai & Co. Limited.
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Mr. Leo Lam Hon Yiu, aged 45, has joined the Group since 1994. He
is currently the General Manager (Operations) of the Company and an
executive director of Senior Care Elderly Limited. He 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.

Ms. Tam Kit Ling, aged 45, has joined the Group since 2000. She is
currently the Senior Finance Manager of the Company and Senior Care
Elderly Limited. She has over 20 years of experience in finance and
accounting. She was the accounting/finance manager of other listed
companies in Hong Kong. Ms. Tam holds a Bachelor’'s Degree in Laws
from University of London and is a member of the Hong Kong Institute
of Certified Public Accountants and the Association of Chartered
Certified Accountants.

Ms. Winnie Lui Mei Yan, aged 36, was appointed the Company
Secretary of the Company in September 2010. She holds a Master’s
Degree in Business Administration and is an associate member of The
Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Chartered Secretaries. Ms. Lui is also the company
secretary of each of AGL and APL, the substantial shareholders of the
Company.
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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, transparency, accountability and independence. The board
of directors of the Company (“Board”) believes that good corporate
governance is essential to the success of the Company and to the
enhancement of shareholders’ value.

In the light of the Code on Corporate Governance Practices ("CG
Code"”) contained in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Listing
Rules”), the Board has reviewed the corporate governance practices of
the Company with the adoption of the various enhanced procedures
which are detailed in this report. The Company has applied the
principles of, and complied with, the applicable code provisions of the
CG Code during the year ended 31st December, 2010, except for certain
deviations as specified with considered 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 currently comprises five directors (“Directors”) in total,
with one Executive Director, 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: Mark Wong Tai Chun (Chief Executive Officer)
(appointed as Chief Executive Officer on
30th November, 2010)

Dr. Lincoln Chee Wang Jin (resigned as
Chief Executive Officer and Executive
Director on 30th November, 2010)

Non-Executive Director: Arthur George Dew (Chairman)

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

Carlisle Caldow Procter

The brief biographical details of the Directors are set out in the Profile of
Directors and Senior Management on pages 11 to 13.
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During the year, the Non-Executive Directors (a majority of whom are
independent) provided the Company and its subsidiaries (collectively
“Group”) with a wide range of expertise and experience. Their
active participation in the Board and committee meetings brought
independent judgment on issues relating to the Group’s strategy,
performance and management process, taking into account the
interests of all shareholders of the Company (“Shareholders”).

Throughout the year and up to the date of this report, 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, and to review
and approve the Group’s annual and interim results and other ad hoc
matters which need to be dealt with. During the year, eight Board
meetings were held and attendance of each Director at the Board
meetings is set out in the section headed “Board Committees” of this
report.

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
day-to-day responsibility to the executive management under the
instruction/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 and will be reviewed by the Board from time to time to ensure
that they are consistent with the existing rules and regulations.
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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 current Board practice, if a substantial shareholder or a
Director has a conflict of interest in a matter to be considered by the
Board which the Board has determined to be material, the matter will be
dealt with by the Board at a duly convened Board meeting. The Bye-laws
of the Company also stipulate that save for the exceptions as provided
therein, a Director shall abstain from voting and not be counted in the
guorum at meetings for approving any contract or arrangement in which
such Director or any of his associates have a material interest.

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 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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Code provision A.2.1 of CG Code stipulates that the roles of chairman
and chief executive officer (“CEO") shall be separate and shall not be
preformed by the same individual. Mr. Arthur George Dew, being the
Chairman of the Company, is primarily responsible for the leadership
of the Board, ensuring that (i) all significant policy issues are discussed
by the Board in a timely and constructive manner; (ii) all Directors
are properly briefed on issues arising at Board meetings, and (iii) the
Directors receive accurate, timely and clear information. The functions
of the CEO are performed by Mr. Mark Wong Tai Chun (who succeeded
Dr. Lincoln Chee Wang Jin effective 30th November, 2010), the
Executive Director of the Company, who is responsible for the day-
to-day management 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.

In June 2005, the Board established and adopted a written nomination
procedure (“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 of an appointment.
The Nomination Procedure was revised in August 2007 to provide for
the case of filling a vacancy of the Chairman of the Board where the
recommendation of the proposed candidate shall then be made by the
Executive Committee.

Every newly appointed Director will receive an induction package from
the Company Secretary on the first occasion of his appointment. This
induction package is a comprehensive, formal and tailored induction
on the responsibilities and on-going obligations to be observed by
a director pursuant to the Companies Ordinance, Listing Rules and
Securities and Futures Ordinance. In addition, this induction package
includes materials briefly describing the operations and business of the
Company, the latest published financial reports of the Company and
the documentation for the corporate governance practices adopted
by the Board. Directors will be continuously updated on any major
developments of the Listing Rules and other applicable regulatory
requirements to ensures compliance and upkeep of good corporate
governance practices.
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All Non-Executive Directors (including INEDs) of the Company were
appointed for a specific term, but 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 but eligible for
re-election. The term of appointment of the Non-Executive Directors
(including INEDs) has been renewed for further two years commencing
from 1st January, 2011.

According to the Bye-laws of the Company, at each annual general
meeting of the Company (“AGM"), 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. Further, any Director appointed to fill a casual vacancy
shall hold office only until the next following general meeting of the
Company whilst for those appointed as an addition to Board shall hold
office until the next following AGM and in both cases, those Directors
shall then be eligible for re-election at the relevant meeting. Every
Director shall be subject to retirement by rotation at least once every
three years.

The Board has established various committees, including a
Remuneration Committee, an Audit Committee and an 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 in
the section headed “The Board” of this report, have been adopted for
committee meetings so far as practicable.
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The individual attendance records of each Director at the meetings of
the Board, Remuneration Committee and Audit Committee during the
year ended 31st December, 2010 are set out below:
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Number of meetings attended/held
HEBTERZREY

Remuneration Audit

Board Committee Committee

Name of Directors BN BEEe FHEES EREEE
Executive Directors: HTES:

Mark Wong Tai Chun (Chief Executive — E R (7TB#4E#) (K —F—
Officer) (appointed as Chief Executive ~— EF +—H =+ HEZ (T
Officer on 30th November, 2010) BITEAER)

Dr. Lincoln Chee Wang Jin (resigned as #8284 (R - E—FF
Chief Executive Officer and Executive +t— A= T HEFFTEAE

Director on 30th November, 2010) BRHNTEE)
Non-Executive Director: EHITES -
Arthur George Dew (Chairman) Wk (EE)
INEDs: BFHITES :
Francis J. Chang Chu Fai B ()3
(Deputy Chairman)
Li Chak Hung i
Carlisle Caldow Procter Carlisle Caldow Procter

Remuneration Committee

The Remuneration Committee has been established since September
1997 and currently consists of three members, including Messrs.
Li Chak Hung (Chairman of the Committee), Francis J. Chang Chu Fai
and Carlisle Caldow Procter, all being the INEDs. The Remuneration
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 Remuneration Committee are:

(i) to review and recommend to the Board the remuneration policy
and packages of the Directors and, where appropriate, to consult
the Chairman and/or the 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;
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(iii)  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
are in line 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 shall
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
management and that this evaluation process is more effectively
carried out by the Executive Directors;

(i) all Remuneration Committee members are INEDs who may not
be industry skilled and come from differing professions and
backgrounds and they 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;

(iii)  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 terms of reference of the Remuneration Committee are available on
the website of the Company.

The Remuneration Committee shall meet at least once a year in
accordance with its terms of reference. One Committee meeting was
held in 2010 and the attendance of each member is set out in the
section headed “Board Committees” of this report.
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In addition to the Committee meeting, the Remuneration Committee
also dealt with matters by way of circulation during 2010. In 2010 and
up to the date of this report, the Remuneration Committee performed
the works summarised below:

(

) reviewed the existing policy and structure for the remuneration
of the Directors;

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

(iii) reviewed and recommended the increase in service fees of
the INEDs and the renewal of the term of appointment of the
Non-Executive Directors (including the INEDs) for two years
commencing from 1st January, 2011 for the Board's approval.

Each Director will be entitled to a Director’s fee which is to be
proposed for the Shareholders’ approval at the AGM each year. Further
remuneration payable to Directors (including any service fees of the
INEDs) for their additional responsibilities and services will depend on
their respective contractual terms under their employment contracts or
service contracts as approved by the Board on the recommendation of
the Remuneration Committee. Details of the Directors’ remuneration
are set out in note 13 to the financial statements whereas detailed
changes in the emoluments of certain Directors during the interim
period and up to the date of the Interim Report were also disclosed in
the Interim Report of the Company dated 20th August, 2010. Details of
the remuneration policy of the Group are also set out in “Employees”
section contained in the Review of Operations on page 10.

Audit Committee

The Audit Committee has been established since September 1997
and currently consists of three INEDs. To retain independence
and objectivity, the Audit Committee is chaired by an INED with
appropriate professional qualifications or accounting or related financial
management expertise. 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.
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The major roles and functions of the Audit Committee are:

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

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

(iii) to review and monitor the external auditor’s independence and
objectivity;

(iv) to review the interim and annual financial statements before
submission to the Board;

(v) to discuss any problems and reservation arising from the interim
review and final audit, and any matters the external auditor may
wish to discuss;

(vi) to review the external auditor’'s management letters and
management'’s response;

(vii)  to review the Group's financial controls, internal control and risk
management systems;

(viii)  to review the internal audit plan, promote co-ordination

between the internal and external auditors, and check whether

the internal audit function is adequately resourced and has

appropriate standing within the Group; and

(ix)  to consider any findings of the major investigations of internal
control matters and management’s response.

The terms of reference of the Audit Committee of the Company are
revised from time to time 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 auditor to supply non-audit services.

The Board considers that the Audit Committee of the Company shall
recommend (as opposed to implement) the policy on the engagement
of the external auditor to supply non-audit services for the following
reasons:

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

(i) the proper and appropriate mechanism for implementation

of such policy and recommendations is through the Executive
Directors and management; and
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(iii) ~ 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 on
the website of the Company.

The Audit Committee shall meet at least three times a year prior to
the adoption of a revised terms of reference in March 2011, which
allows, inter alia, meetings to be held not less than twice a year. Four
Committee meetings were held in 2010 and the attendance of each
member is set out in the section headed “Board Committees” of this
report.

In addition to the Committee meetings, the Audit Committee also dealt
with matters by way of circulation during 2010. In 2010 and up to
the date of this report, the Audit Committee performed the works as
summarised below:

(i) reviewed and recommended the audit scope and fees proposed
by the external auditor in respect of the final audit for the year
ended 31st December, 2009 (“2009 Final Audit”), the interim
results review for the six months ended 30th June, 2010 (“2010
Interim Review"”) and the final audit for the year ended 31st
December, 2010 (“2010 Final Audit”) of the Group for the
Board's approval;

(ii) reviewed the reports from the external auditor and management
letters in relation to the 2009 Final Audit, 2010 Interim Review
and 2010 Final Audit;

(iiiy  reviewed and recommended the financial reports for the year
ended 31st December, 2009, for the six months ended 30th
June, 2010 and for the year ended 31st December, 2010 for the
Board’s approval;

(iv)  reviewed and approved the 2010 internal audit plan of the Group
prepared by the Internal Audit and Compliance Manager;

(v) reviewed the internal audit review reports/summaries prepared
by the Internal Audit and Compliance Manager, and monitored
that issues raised were addressed and managed promptly by the
management;

(vi) reviewed the internal control and compliance activities report
submitted by the Internal Audit and Compliance Manager on the
operations and performance of the Group;
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(vii)  reviewed the report on substantiation of resources, qualifications
and experience of staff of the Group’s accounting and financial
reporting function, and their training programmes and budget;

considered and recommended the proposed change of external
auditor of the Group for the Board'’s approval; and

(ix) reviewed and approved the revised terms of reference of the
Audit Committee.

Executive Committee

The Executive Committee has been established since September
2003. Upon the resignation of Dr. Lincoln Chee Wang Jin as the
Chief Executive Officer and Executive Director on 30th November,
2010, the Executive Committee currently consists of one Executive
Director, being Mr. Mark Wong Tai Chun, such temporary variation of
terms of reference of the Executive Committee to have not less than
two members who shall be appointed by the Board from amongst
the Executive Directors until a suitable replacement is identified and
appointed was duly noted and approved by Board resolutions dated
on 30th November, 2010. 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, 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 will meet as and when necessary to discuss
the operating affairs of the Group and may also deal with matters
by way of circulation. The Executive Committee is mainly responsible
for undertaking and supervising the day-to-day management and is
empowered:

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

(ii) 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.

Allied Overseas Limited

(viiy FHRAKE S MMKERBEE ST @
MER BIEENMEBRAREBEET
PR SMNEIIRERBE 2 ®E

BERHREREST SR ATRAKEING
BEE 2 R

(ix) BHRIELEBITZERZBE 2B
#E -

HITEES

WNTZESB _TT=FNAKY - BHREL
BAR T -TF+—-A=THHETHRAH
EBTEER N_FT-—TF+—-HA=THE
EFERERIEARERNME TR EBEH
A —RATEFERPOLLAK - BR#TT
ZEQBRESETEFTERETINWEHR
TEFHERTZREERBZRATERSEME
2 HEEEYEREEEEEEAERL - #
TZEERETETEMER T ZANAKE
XA —REERIESE  EREBEATE
BEe EZmBEREARSEFTORE LE
ZEERN -

HTZEENERERRITER - UdmAK
Br2EFE: TAEAEHAXHIARES
H -HTZE eI ZAERERERARER
FH - OWERE

(i BERBTEBASERELRE - AE
EENITRZEE &

(iy, HEFERTIIASEEERBEAE
A REIFOREARAKEE R DK
R KA -

e T



The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“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.

The Company has also adopted the Model Code as the Code for
Securities Transactions by Relevant Employees 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.

Financial Reporting

The Directors acknowledge their responsibility for preparing, with the
support from the Finance Department, the financial statements of
the Group. In preparing the financial statements for the year ended
31st December, 2010, 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 auditor, BDO
Limited (“BDO"), are set out in the Independent Auditor’'s Report on
pages 40 and 41.

Internal Control

The Group's internal control system is 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 2010, the Board, through the Audit Committee and the Internal
Audit and Compliance Department, had reviewed the effectiveness of
the internal control system of the Group, and also reviewed adequacy
of resources, qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their training
programmes and budget.
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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 system of
the Group. The Internal Audit and Compliance Department presents its
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 Group’s external
auditors, Grant Thornton (now known as JBPB & Co) (resigned on 3rd
December, 2010) and BDO (appointed on 3rd December, 2010), is set
out as follows:

W EREE

A BEPERT FOE R BB E T RIS A AR E
REBAMEZE R ZMEE » RAEBFEZSOER
ERRERERERAEERNEEENTE
RBEZEZEGSH LARFIE - REEZIOX
REZTERATIEMNBRZEQER - BXE
VERCHRTERAREFTEUHREE -

= o
BE

SRR BT 2 B &

RER - BXN/ AT AN EE SN 2R A
BEe AT (3RTEIBPB & Co)(BER-_ZE—F
F+_A=ZHBRIT)RIEEZ(R_2—ZF
TZAZBZE)ZHeEIET

HK$'000

Services rendered for the Group A 55 1R 1 1Y AR 3% THET
Audit services, payable to BDO ZHRT - BN ERR 440
Non-audit services (including review of interim FFZHRE(BIEEFTHEELRETERAERE)

results and reports on factual findings), R E @t BRAEITr A E X

paid to Grant Thornton prior to their

resignation 300
Total: e 740
The Board recognises the importance of good communication with ZEFERFEERKFEFRFBECEEME - 45

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 and news are also made available on the website of the
Company.
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The Company’s 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 question to
ensure effective communication with the Shareholders. The Chairman
of the Audit Committee and Remuneration Committee or in his
absence, another member of the respective committees or failing his
duly appointed delegate, are also available to answer questions at the
AGM. The chairman of any independent board committee formed as
necessary or pursuant to the Listing Rules (or if no such chairman is
appointed, at least a member of the independent board committee)
will also be available to answer questions at any general meeting of
the Shareholders to approve a connected transaction or any other
transaction that is subject to independent Shareholders’ approval.

Separate resolutions are proposed at the general meetings for each
substantial issue, including the re-election of retiring Directors.

The notice to Shareholders is to be sent in the case of AGM at least 20
clear business days before the meeting and to be sent at least 10 clear
business days in the case of all other general meetings. An explanation
of the detailed procedures of conducting a poll is provided to the
Shareholders at the commencement of the meeting. The Chairman
answers questions from Shareholders regarding voting by way of a
poll. The poll results are published in the manner prescribed under the
requirements of the Listing Rules.

Enhancing corporate governance is not simply a matter of applying and
complying with the CG Code of the Stock Exchange but also 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, 22nd March, 2011

ARAFIRFBFRGNESCHEFHBRERE
2EERE I FHEG2HETHE I FREA
FRELLIERRZIMNER BZREZEGR
HHEZESEE  UEETFEREFHSEZEE
AZ% ZEE(RMZBEERELE - AIH
ERZIHNRRIRARERRFEAS LOZERM -
Eﬁ BTN SRE ETRAIN L 2 B ES
ZEevER(SMITEZTZERF  A2d—
HEVESZEERE) N R R ER AR
ERXGRARB L REIEZ FAEMRZM
BRZBEERAE » LEIZREMA -

BREREFH(EE

@TEE%?%I/;%E%W °

BEEREER)ORKRK

BERRBFREME WRBEHRARNERIT
2L R +TEEEBEX  MME LM
?ﬁgﬁﬁa RERBEFRASRITINEL R
TEEEREX - IRBEREAFNETRAZ
HARFIRASHBRRARERE -TFe
REREFBAAREIRES ANRR MM
B RERELERBRBRELEMBRAURE AR
Fz -

T;%ﬂﬁ% EVAKFAIER BERRFERN L
BTMIMZERERTH  TRESRET
BEREAREZEEX L  BEESLRER BT

""""" HPLER  REERRERTER - A2

TRERD h%kﬁ&ﬂsﬁ&@m%%%&&%

ARRZBHE -

AEESMm

e

hEEE

BE —T——F=ZA=-1+=H

Annual Report 2010 £k



The board of directors of the Company (“Board”) presents its annual
report and the audited financial statements of the Company and its
subsidiaries (collectively “Group”) for the year ended 31st December,
2010.

The Company acts as an investment holding company. The principal
activities of its subsidiaries are set out in note 17 to the financial
statements. On 30th November, 2010, the Company completed the
disposal of the entire issued share capital of Portex Limited held by
the Company and the entire issued share capital of Quality HealthCare
Limited, Quality HealthCare Medical Holdings Limited, Quality
HealthCare Medical Services Limited and Quality HealthCare Services
Limited held by Cautious Base Limited (formerly known as Quality
HealthCare Holdings Limited), which constituted a very substantial
disposal for the Company under the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (”Listing
Rules”). Subsequent to the disposal, the principal activity of the Group is
the provision of elderly care services.

The results of the Group and appropriations of the Company are set out
in the financial statements on pages 42 to 132 and in the accompanying
notes to the financial statements.

A special interim dividend of HK12 cents per ordinary share was paid on
27th September, 2010. A special dividend of HK$1.00 per ordinary share
was declared on 19th January, 2011 and paid on 16th February, 2011.

The Board does not recommend the payment of a final dividend for the
year ended 31st December, 2010 and recommend the profit for the year
be retained.
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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 statements.

TXFEABEAE A ZEERMBHRRL
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Year ended 31st December

BE+-A=+t—HLEFE

2010 2009 2008 2007 2006
—E-2F —TTNNF —TT)\F —TTLF —TTRF
HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
FHBT FHET FHETT FHET FHET
RESULTS E4
REVENUE WA
Continuing operations BB E 100,865 98,349 96,198 95,752 97,838
Discontinued operations BRIEREER 967,349 1,002,463 882,066 769,641 722,079
1,068,214 1,100,812 978,264 865,393 819,917
PROFIT BEFORE INCOME TAX B&FR 8% A 25 %l
Continuing operations HFEEEERS 12,576 13,368 7,467 32,793 25,371
Discontinued operations BRI ETS 1,457,456 75,619 67,743 38,800 52,929
1,470,032 88,987 75,210 71,593 78,300
INCOME TAX CREDIT/ FEHER,(BAX)
(EXPENSE)
Continuing operations BEKSER 74 (335) 140 (3,630) (3,570)
Discontinued operations BRI EER (6,723) (12,727)  (10,830) (4,730) (9,581)
(6,649) (13,062)  (10,690) (8,360)  (13,151)
PROFIT FOR THE YEAR RATEE AES
ATTRIBUTABLE TO OWNERS  FEREF
OF THE COMPANY
Continuing operations FB IR T 12,650 13,033 7,607 29,163 21,801
Discontinued operations ERIEEEED 1,450,733 62,892 56,913 34,070 43,348
1,463,383 75,925 64,520 63,233 65,149
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31st December
t=A=t-8
2009 2008 2007 2006

—EENF ZBT/N\F ZTTLF BTN

HK$'000  HK$'000  HK$'000  HK$'000
TAT TAT TAT TAT

541,464 492,394 439,619 365,772

201,577 188,244 132,207 127,080
339,887 304,150 307,412 238,692

2010
—B-EF
HK$'000
FEx

ASSETS AND LIABILITIES EERAE
Total assets BEE 1,741,212
Total liabilities wmaE 38,023
Total equity HAREZS 1,703,189
Total liabilities and total equity #2 & (& k&R 1,741,212

541,464 492,394 439,619 365,772

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.

Details of movement in the share capital of the Company during the year
are set out in note 26 to 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 27 to
the financial statements.

There are no provisions for pre-emptive rights under the Bye-laws of
the Company or the laws of Bermuda which would oblige the Company
to offer new shares on a pro rata basis to existing shareholders of the
Company (“Shareholders”).

Allied Overseas Limited
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Details of movements in the reserves of the Group during the year are
set out in note 28 to the financial statements and in the consolidated
statement of changes in equity respectively.

As at 31st December, 2010, the Company’s reserves available for
distribution, calculated in accordance with the Bermuda Companies Act
1981, amounted to approximately HK$207,573,000.

The directors of the Company (“Directors”) during the year and up to
the date of this report were:

Executive Directors:
Mark Wong Tai Chun (Chief Executive Officer)
(appointed as Chief Executive Officer
on 30th November, 2010)

Dr. Lincoln Chee Wang Jin
(resigned as Chief Executive Officer and Executive Director
on 30th November, 2010)

Non-Executive Director:
Arthur George Dew (Chairman)

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

Carlisle Caldow Procter

In accordance with the Company’s Bye-laws 87(1) and (2), Messrs.
Francis J. Chang Chu Fai and Carlisle Caldow Procter shall retire from
office by rotation and, being eligible, offer themselves for re-election.

None of the Directors proposed for re-election at the forthcoming
annual general meeting of the Company (“AGM") has an unexpired
service contract with the Group which is not determinable by the Group
within one year without payment of compensation, other than statutory
compensation.

AEBRAFEAZ FHEBFBEDHNHIIR
M RER 28 MR A m BB K -

HE-_Z-ZTF+-A=1+—H AQAFIRE
BRE-NN—FREETE ZAIHDIRFEE
A#9207,573,0005 7T o

RAFEMNERAREARR/IEZARRZES
(TEF=HmT -

HITEE -

TARAGTTEARE)
(R=F—FF+—H=1H
BZIRBITHABE)

Cliget T3
(R=F—FF+—HA=+A
BIETRARNITES)

FHITEFE -
WEA(E/E)

BUIHBTTEF -
WEE (B LE)
PR

Carlisle Caldow Procter

BIEARDR 2 A4 EL7TN) KQ) K -
ER$5 18 5 4 2 Carlisle Caldow Procterst 4 #5 &
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All the Non-Executive Directors (including the Independent Non-
Executive Directors (“INEDs")) were appointed for a specific term of
two years which shall continue until 31st December, 2012 but 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.

As at 31st December, 2010, Messrs. Mark Wong Tai Chun and Li Chak
Hung, Directors, had the following interests in the shares and underlying
shares of the Company and its associated corporations, within the
meaning of Part XV of the Securities and Futures Ordinance ("SFO"), as
recorded in the register required to be kept under Section 352 of the
SFO:

PAFATES(BRELIFNTESR (B
WITEE)))BERPMENEEEH - £
KEE T+ _A=+t—RH H&EFz
BHISKREAXARRZARARZBRIIRX
AT E AL ERDEDIPTARIR ©

R-ZE-ZFFF+-_A=1—8 REEHFLHY
BRI 3825 R E RG] ) 3521 B E A TF
EZERMAE  EFTAROEENRTEES
ERAR R R E BB A B R KA (B
RBHLAEIRGIEXVE RFFHA TS

Approximate

% of the
Number of relevant
shares and issued share
underlying capital
Nature of shares held HEHR
Name of Directors Name of companies interests  FERMDR SBITREZ  Notes
EEng NAEH ERtME HEROEE HAEst B
Mark Wong Tai Chun the Company Personal 119,203 0.05% 1
TR VN/NE interests
B A#E 2=
Li Chak Hung SHK Hong Kong Industries Limited Personal 6,000 0.0002% 2
B ("SHK HK IND") interests
MIIRERRRR(THIRE]) AR
Notes: BiaE -
1. This represents an interest in 119,203 shares of the Company. 1. ZAEEIE119,203R AN ARG 2 A o
2. This represents an interest in 6,000 shares of SHK HK IND, a fellow subsidiary of the 2. ZHET 16,0000 TR E (KRR ZERWERE])
Company. &1 2 #Ews o
3. All interests stated above represent long positions. 3. FaFERERSETE -

Allied Overseas Limited



Save as disclosed above, at 31st December, 2010, none of the Directors
and 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 required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
of Hong Kong Limited (”Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules.

Save as disclosed in note 33 to the financial statements, no contracts of
significance, to which the Company or any of its subsidiaries was a party
and in which the Directors had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

During the year and as at 31st December, 2010, none of the Directors
of the Company had any personal interests in the options to subscribe
for shares in the Company’s holding company, Allied Group Limited,
granted under the share option scheme of the said company.

At no time during the year was the Company or any of its subsidiaries a
party to any arrangements to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company or
any other body corporate.

BREXHBEEZEN R_FT—-—FF+_A
=t—H ARBAZBEERRSTBRAEHR
BERAR RS REEE (xR ES R
B RGIEXVER) 2 TR - HERGKES
REABRBENIREE 7 MR ERDIE 35215
REMFEZERM - siRE EmRAIM &+
PR EMBTAZEFETESRIINREST
AERTTHEARRNEEMARIMAERR
AP ) 2 (R s Sk R -

BRI MR M FE33ATMEBE SN - MAFELRAE
RSN AN FERERERE - AR RS E AR
BRARYEIVEFERRHERAEARR
ZIEMERALN -

RAFERERAMBE_T—TF+_A=+—H"
MERARAEZRNARAERARBAEEHR
RARREBEEESRE CBRETRAT
fE AR - ARRBERZ R R -

A ) S A 2 A0 2 P A 2 R

ER R REBEENES AR REME
AN 2B REFMERFH S
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At 31st December, 2010, the following Shareholders had interests in the
shares and underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO:

R-Z—ZF+-A=+—8 BEEFRE
EPIE3BeHRATHFEZ BRMAE - &
BARRRBRD RS ZBRAT :

Number of shares
and underlying

Approximate %
of the relevant

shares held issued share capital
Name of Shareholders Nature of interests BEROR HEBERIT  Notes
REREHE ERMtE HERHBEE BAZBNEDE B
Allied Properties (H.K.) Limited (“APL") Interest of controlled corporation 144,385,776 69.76% 1
GEE(EB)ERAR(HAHE]) SESEE 2 R
Allied Group Limited ("AGL") Interest of controlled corporation 144,385,776 69.76% 2
GEEEARAR([HA%E]) SESEE 2 s
Lee and Lee Trust Interest of controlled corporation 144,385,776 69.76% 3
SESEE R
Allard Partners Ltd. Investment manager 18,632,000 9.00% -
RELE
Notes: s -

This represents an interest in 144,385,776 shares of the Company held by Wah
Cheong Development (B.V.1.) Limited (“Wah Cheong”), a wholly-owned subsidiary
of Famestep Investments Limited which in turn is a wholly-owned subsidiary of APL.
APL was therefore deemed, by virtue of the SFO, to have an interest in the shares in
which Wah Cheong was interested.

AGL owned approximately 72.34% interest in the issued share capital of APL and
was therefore deemed, by virtue of the SFO, to have an interest in the shares in
which APL was interested.

Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees of
Lee and Lee Trust, being a discretionary trust. They together owned approximately
53.32% interest in the issued share capital of AGL and were therefore deemed, by
virtue of the SFO, to have an interest in the shares in which AGL was interested. Mr.
Chen Yue Jia, James (“Mr. Chen"), the spouse of Ms. Lee Su Hwei, held 400,000
shares of the Company representing approximately 0.19% interest in the issued
share capital of the Company. Ms. Lee Su Hwei was deemed, by virture of the SFO,
to have an interest in the shares in which Mr. Chen was interested.

All interests stated above represent long positions. As at 31st December, 2010, no
short positions were recorded in the register required to be kept under Section 336
of the SFO.

Allied Overseas Limited
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0

(1

Sharing of Management Services Agreement

As disclosed in the announcement of the Company dated
1st February, 2008 and the 2009 Annual Report of the Company,
the Company entered into a sharing of management services
agreement (“Sharing of Management Services Agreement”)
with AGL, a holding company and a connected person of the
Company as defined under the Listing Rules, on 31st January,
2008 whereby the Company would reimburse AGL the costs
incurred in respect of the management services provided by
the management staff of AGL to the Group for a term of three
years commencing from 1st January, 2008. The annual caps
for the transactions under the Sharing of Management Services
Agreement were set at HK$1,440,000, HK$1,584,000 and
HK$1,740,000 respectively for each of the three financial years
ended 31st December, 2010. The total amount paid to AGL for
the financial year ended 31st December, 2010 was approximately
HK$1,740,000.

Services Agreements

As disclosed in the announcement of the Company dated
21st January, 2010, the Company entered into the following two
agreements (“Services Agreements”) with certain subsidiaries
of Sun Hung Kai & Co. Limited (“SHK"), the associates of the
substantial shareholder of the Company and hence connected
persons of the Company as defined under the Listing Rules, both
on 21st January, 2010:

(a) Insurance Brokerage Services Agreement

An insurance brokerage services agreement was entered
into between the Company and Sun Hung Kai Insurance
Consultants Limited (“SHK Insurance”), an indirect
wholly-owned subsidiary of SHK whereby SHK Insurance
would agree to provide packaged insurance brokerage
services to the Group for a term of one year commencing
from 1st January, 2010. 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 year ended
31st December, 2010 should not exceed the annual cap
of HK$5,800,000. The total amount of insurance premium
paid to SHK Insurance for the term of the agreement was
approximately HK$4,322,000.

0

n

EERE D B R
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TR Z2FE LR »5I51,440,0007%8
JC ~ 1,584,000 7t & 1,740,000/8 7T ©
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(b) Corporate Secretarial Services Agreement

A corporate secretarial services agreement was entered
into between the Company and Wineur Secretaries
Limited (“Wineur Secretaries”), an indirect wholly-owned
subsidiary of SHK whereby 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 one year commencing
from 1st January, 2010. The corporate secretarial service
fee was HK$1,350,000 (exclusive of disbursements) on an
annual basis. The aggregate amount payable by the Group
under this agreement for the year ended 31st December,
2010 should not exceed the annual cap of HK$1,500,000.
The total amount paid to Wineur Secretaries, for corporate
secretarial service fee and related disbursements, for the
term of the agreement was approximately HK$948,000.
The agreement was terminated with effect from
1st September, 2010.

The transactions contemplated under the Sharing of Management
Services Agreement and the Services Agreements constitute continuing
connected transactions of the Company (“Continuing Connected
Transactions”) under Rule 14A.14 of the Listing Rules. Details of the
Continuing Connected Transactions were published in the Company’s
announcements dated 1st February, 2008 and 21st January, 2010
respectively 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;

(ii) on normal commercial terms; and

(iii)  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.

Allied Overseas Limited
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Pursuant to Rule 14A.38 of the Listing Rules, the Board of Directors has
also received a letter from the Company’s auditor 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 governing the transactions; and

(i)  have not exceeded the caps disclosed in the relevant
announcements.

The Continuing Connected Transactions also constitute related party
transactions of the Group during the year which are detailed in note
33 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.

As disclosed in the announcement of the Company dated 31st January,
2011, subsequent to the balance sheet date, on 31st January, 2011,
the Company entered into a sharing of administrative services and
management services agreement (“Sharing of Administrative Services
and Management Services Agreement”) with AGL for a term of
three years commencing from 1st January, 2011. The annual caps
for the transactions under the Sharing of Administrative Services
and Management Services Agreement were set at HK$2,220,000,
HK$2,490,000 and HK$2,800,000 respectively for each of the three
financial years ending 31st December, 2013. On 31st January, 2011,
the Company also entered into a new insurance brokerage services
agreement (“Insurance Brokerage Services Agreement”) with SHK
Insurance for a term of two years commencing from 1st January 2011.
The annual caps for the transactions under the Insurance Brokerage
Services Agreement were set at HK$1,500,000 and HK$1,650,000
respectively for each of the two financial years ending 31st December,
2012.
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The Directors (including the Independent Non-Executive Directors) are of
the view that the Sharing of Administrative Services and Management
Services Agreement and the Insurance Brokerage Services Agreement
were entered into, after arm’s length negotiations, on normal
commercial terms and that the terms of the Sharing of Administrative
Services and Management Services Agreement and the Insurance
Brokerage Services Agreement are fair and reasonable so far as the
Company and its Shareholders as a whole are concerned. Further details
of the Sharing of Administrative Services and Management Services
Agreement and the Insurance Brokerage Services Agreement have been
published in the announcement of the Company dated 31st January,
2011.

During the year, the aggregate revenue and purchases attributable to
the Group's five largest customers and suppliers respectively accounted
for less than 30% of the Group’s total revenue and purchases for the
year.

During the year ended 31st December, 2010, the Company repurchased
a total of 18,076,803 shares on the Stock Exchange for an aggregate
consideration of approximately HK$74,115,000 (excluding expenses).
All the repurchased shares were subsequently cancelled. Particulars of
and reasons for making the repurchase are set out in note 26 to the
financial statements.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s securities
during the year ended 31st December, 2010.

The Group made charitable donations of HK$235,000 during the year.

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 14 to 27.

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

The financial statements in respect of 2008 and 2009 financial years
were audited by Ernst & Young and Grant Thornton (now known as
JBPB & Co) (“GTHK") respectively. Due to the merger of the practice of
GTHK with that of BDO Limited, GTHK resigned and BDO Limited was
appointed as auditor of the Company effective from 3rd December,
2010. The financial statements for the year ended 31st December, 2010
were audited by BDO Limited.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO Limited as auditor of the
Company.

On behalf of the Board

Mark Wong Tai Chun
Chief Executive Officer

Hong Kong, 22nd March, 2011
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BDO Limited

Certified Public Accountants
25th Floor, Wing On Centre
111 Connaught Road Central

Hong Kong

Telephone: (852) 2541 5041
(852) 2815 2239

Telefax:

TO THE SHAREHOLDERS OF ALLIED OVERSEAS LIMITED
(FORMERLY KNOWN AS QUALITY HEALTHCARE ASIA LIMITED
SRINERAR)

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Allied
Overseas Limited (formerly known as Quality HealthCare Asia Limited)
(“the Company”) and its subsidiaries (together “the Group”) set out
on pages 42 to 132, which comprise the consolidated and company
statements of financial position as at 31st December, 2010, and the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view 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, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with Section 90 of the Companies Act,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

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 about whether the consolidated financial statements are free
from material misstatement.

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

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

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31st December, 2010, 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.

BDO Limited

Certified Public Accountants
Joanne Y.M. Hung

Practising Certificate no.: P05419

Hong Kong, 22nd March, 2011
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2010 2009
—E-EF —ZTTNF
Notes HK$'000 HK$'000
Bt EE FHET FET
Continuing operations BEQSEER
Revenue WA 6 100,865 98,349
Other income and gains H At g A R e 12,274 9,332
Employee benefits expense EERAIRX (55,347) (50,533)
Depreciation e (742) (1,037)
Other expenses, net H A H FRE (44,474) (42,743)
Profit before income tax K BT 5 4 BE 7] 7 12,576 13,368
Income tax credit/(expense) FrigRife, (Fx) 8 74 (335)
Profit for the year from B E EBF R
continuing operations 12,650 13,033
Discontinued operations ERIEREER
Profit for the year from B AR RS FET5 S s F
discontinued operations 12 1,450,733 62,892
Profit for the year and total AATEE ARG
comprehensive income attributable to  FRZEF K
owners of the Company ZHEWAEAZE 9 1,463,383 75,925
2010 2009
—E-ZF —TTNEF
HK cents HK cents
AL Pl
Earnings per share from continuing AATEE AEG
operations attributable to the BELEER 2
owners of the Company BRER "
Basic HA 5.8 5.7
Diluted i35 N/ATIE A N/AT 3 A
Earnings per share from discontinued A2 F#EH AE/S
operations attributable to the owners BRIEEEEK
of the Company BRER 11
Basic HAR 667.0 27.7
Diluted i3 N/ATIE A N/A 3 A
Earnings per share attributable to ERARBEEAEBLEEREF
the owners of the Company 11
Basic HA 672.8 334
Diluted e N/ATIE A N/AT 3 A

Allied Overseas Limited



2010 2009
—E-EF —EENF
Notes HK$'000 HK$'000
M5 FHBT FHETT
ASSETS AND LIABILITIES EERAE
Non-current assets kRBEE
Property, plant and equipment M BB M ERE 14 994 38,513
Goodwill Bz 15 1,358 17,414
Other intangible assets Hithmp&E 16 - 9,880
Interest in a jointly controlled entity R RS2 2 #Eas 18 - 375
Deposits for purchases of items of property, BEAME - BE KRB B
plant and equipment 2Ee - 2,083
Financial assets at fair value through FBBREAFEYEZ
profit or loss SREE 19 64,450 52,388
66,802 120,653
Current assets REEE
Inventories R 20 - 16,532
Trade receivables B2 EW T IE 21 907 134,669
Prepayments, deposits and other receivables TEfIRIE - &4 & E fh fE U 7k 8 22 29,480 39,251
Tax recoverable Al U [ 18 37 3,420
Cash and cash equivalents B4 RERRESEE 23 1,643,986 226,939
1,674,410 420,811
Current liabilities REEE
Trade payables, other payables, accruals B S EMNFRIA - HAERFRIA -
and deposits received FExtFIE R e RS 24 37,296 178,990
Deferred revenue RIEW A 554 19,354
Tax payable e IR 173 2,933
38,023 201,277
Net current assets RBEEFE 1,636,387 219,534
Total assets less current liabilities HEERRBAES 1,703,189 340,187
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2010 2009
—E-EF —TTNF
Notes HK$'000 HK$'000
h=s FExT T
Non-current liabilities ERBEME
Deferred tax liabilities BELEHIRA R 25 - 300
Net assets EEZFE 1,703,189 339,887
EQUITY Ez
Equity attributable to owners of RAREE AELER
the Company
Share capital f% A 26 20,696 22,504
Reserves HiE 28(a) 1,475,530 317,383
Proposed special dividend IR R AR S 10 206,963 =
Total equity FEmES 1,703,189 339,887

Arthur George Dew
WEEE
Director

EF

Allied Overseas Limited

Mark Wong Tai Chun
EFR$

Director

EZE



2010 2009
—E-=F —EENF
Notes HK$’000 HK$'000
s FHET FET
ASSETS AND LIABILITIES EERAE
Non-current assets FRBEE
Interests in subsidiaries A SIS ENGIPR - F 17 135,072 384,319
Current assets REBEE
Prepayments, deposit and TENRIA - He REM
other receivables A €SS 22 1,514 583
Tax recoverable A U B F 18 37 3,420
Cash and cash equivalents B4 RERIREEE 23 1,604,675 123,525
1,606,226 127,528
Current liabilities REEE
Other payables and accruals H fth &~ 5RI8 K FE ST 5RIE 24,191 9,908
Amounts due to subsidiaries U IENGIE ] 17 1,281,875 -
1,306,066 9,908
Net current assets REBEEFE 300,160 117,620
Net assets BEEZFE 435,232 501,939
EQUITY =
Share capital B& 72X 26 20,696 22,504
Reserves HE 28(b) 207,573 479,435
Proposed special dividend R B AL B 10 206,963 -
Total equity AT 435,232 501,939

Arthur George Dew
WEEE
Director

EF

Mark Wong Tai Chun
EFXR#
Director

EZE
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Share Share  Retained  Proposed Total

capital premium* profits*  dividend equity

A RORE* RKRERAN*  BKRE  ERE

Notes HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
Mt THERT THERT THERT THERT THERT

Balance at 1st January, 2009 RZZZNF—A—HBZ
LR 22,987 83,109 172,285 25,769 304,150
Total comprehensive income FRZAEWRRE
for the year = — 75,925 — 75,925
Transactions with owners: REFBAZRS :
Final 2008 dividend “EENFRBKE 10 - - - (25,638) (25,638)
Adjustment for final 2008 dividend ~ #t —ZETN\FRII S 1E
iz % 10 = - 131 (131) =
Repurchase of shares AR 26 (483) (14,067) = = (14,550)
(483) (14,067) 131 (25,769) (40,188)
Balance at 31st December, 2009 R-ZZTNFE+ A
and 1st January, 2010 =t+—HRZZ-%
—A—HZz#&# 22,504 69,042 248,341 - 339,887
Total comprehensive income FREEMNEE
for the year - - 1,463,383 - 1,463,383
Special 2010 dividend —ZE-TFERIRS 10 - - (206,963) 206,963 -
Transactions with owners: HEBEAZRS
Special interim 2010 dividend —T-ZERHIFHRES 10 - = (24,836) = (24,836)
Repurchase of shares BERK 26 (1,808)  (69,042) (3,265) = (74,115)
Shares repurchases expenses BRERH 2 FX = = (1,130) = (1,130)
(1,808) (69,042) (29,231) - (100,081)
Balance at 31st December, 2010 R=-Z—-ZF+=H
=t+—-RAz#&s 20,696 - 1,475,530 206,963 1,703,189
& These reserve accounts comprise the consolidated reserves of approximately & HWEHERESER-_Z—ZF+_-_A=+—H2
HK$1,475,530,000 (2009: HK$317,383,000) in the consolidated statement of FAEVBRRERAZEEEFEEL1,475,530,000%
financial position as at 31st December, 2010. TL(ZZFZTNF : 317,383,000 L) °

Allied Overseas Limited



2010 2009
—E-EF —ZETNF
Notes HK$’000 HK$'000
hr=s FET FHT
Cash flows from operating activities REFALSERCRIEREER
of continuing and discontinued ZRETFECRERE
operations
Profit before income tax & ET 1S L AT A
Continuing operations FEICE RS 12,576 13,368
Discontinued operations BRI EET 1,457,456 75,619
Total Bt 1,470,032 88,987
Adjustments for: fREHER
Gain on disposal of subsidiaries ST B A Rl (1,428,302) -
Finance cost BEEM - 1
Share of profit of a jointly controlled entity  f&{k — & 2k [F42 i 1 2 5% 7 - (1)
Bank interest income HRITHEWA 7 (1,608) (966)
Interest income from financial assets at KRB EBEREAFEY R
fair value through profit or loss 2B EEE 2T BWA 7 (4,407) (2,270)
Dividend income from unlisted investments 388 3E F & 2 R 2 U A 7 - (600)
Depreciation e 7 18,604 20,000
Impairment losses on trade receivables B 5 W GRIE 2 R E R 18 7 (160) 666
Loss on disposal/write-off of items of HE MEEME  BE K&
property, plant and equipment, net Z B8R EE 7 36 273
Gain on distribution of assets BE D IR G 7 - (377)
Fair value gains on financial assets at BT AEABREAFEYER
fair value through profit or loss ZEmMEEZ A FERZE 7 (2,574) (4,372)
Operating profit before working capital RitEBEEHAI 2
changes =g 51,621 101,341
(Decrease)/increase in an amount due to JEA —RE B I D FE R 0E
a jointly controlled entity CRA) /i (199) 151
Increase in inventories FEHE N (1,456) (587)
Increase in trade receivables 2 5 e GRIAIE AN (17,849) (6,000)
(Increase)/decrease in prepayments, TEFUE - e M EA R
deposits and other receivables (3hn), kb (8,426) 986
Increase in trade payables, other payables, & ZFEfFHIE « E b fERFRIE -
accruals and deposits received FERTSRIE & B YL & 12 0 35,151 17,609
Increase in deferred revenue EFEU A E AN 6,278 2,174
Cash generated from operations KEEEBIRS 65,120 115,674
Interest paid BT B - (1)
Income taxes paid BT (7,410) (19,353)
Net cash generated from operating activities £84 & EhE 4 7 I £ %58 57,710 96,320
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2010 2009
—E-EF —ZETRF
Notes HK$’000 HK$'000
hr=s FHET FHT
Cash flows from investing activities REFELERCRIELEEK
of continuing and discontinued ZRETE2EHESRE
operations
Purchases of items of property, BAYE - BERE&E
plant and equipment I8 H (36,829) (14,344)
Proceeds from disposals of items of HEME - KERFZHIRE
property, plant and equipment FR1S518 4 3
Acquisition of financial assets at fair value B AB BB A TETIE Y
through profit or loss TREE (29,651) (48,016)
Proceeds from disposals of financial assets  H & #F BB IRA L ETE 2
at fair value through profit or loss S REEMSNE 20,163 -
Deposits paid for purchases of property, BAME « BEME&E
plant and equipment BfiEe (9,146) (600)
Dividend received from unlisted investments & & 3F % & ~ 2 WAL & - 600
Interest received B A E 4,752 2,759
Proceeds from distribution of assets ﬁ}?‘%n IKFT 15 7R - 377
Distribution from liquidation of a jointly HREZEFERBOCEBEDIR
controlled entity 574 -
Net cash inflow from disposal of subsidiaries H & Hf B A & 2 FEH & m A 29 1,509,551 -
Net cash generated from/(used in) WEERBEL,/(FrA)Z
investing activities REF5E 1,459,418 (59,221)
Cash flows from financing activities REFEALERCRIEREER
of continuing and discontinued ZRETHZRERE
operations
Capital element of a hire purchase contract JERTTEES 42 B4
payable i) - (3)
Repurchase of ordinary shares B (o] 3R A 26 (74,115) (14,550)
Dividend paid EfIRE (24,836) (25,638)
Shares repurchase expenses EERA 2R (1,130) -
Net cash used in financing activities BB EBFTA RS 55 (100,081) (40,191)
Net increase/(decrease) in cash and HERERBEESEE
cash equivalents i, CRd) R 58 1,417,047 (3,092)
Cash and cash equivalents at R—BA—RAZHEER
1st January LRELEE 226,939 230,031
Cash and cash equivalents at R+-—HA=+—HA=zRER
31st December SRAESEE 1,643,986 226,939

Allied Overseas Limited



Allied Overseas Limited (formerly known as Quality HealthCare
Asia Limited) (the “Company”) is a limited liability company
incorporated in Bermuda. The address of its registered office is
Clarendon House, 2 Church Street, Hamilton HM11, Bermuda.
The Company’s shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

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.I.) Limited,
which is incorporated in the British Virgin Islands. Its ultimate
holding company is Allied Group Limited, a listed public limited
company which is incorporated in Hong Kong. The ultimate
controlling party of the Company is the trustees of Lee and
Lee Trust. The address of the principal place of business of the
trustees of Lee and Lee Trust is 24/F., Allied Kajima Building, 138
Gloucester Road, Wanchai, Hong Kong.

On 25th November, 2010, a shareholders’ resolution was
passed to dispose of the entire interest of five subsidiaries
and their respective subsidiaries, namely Quality HealthCare
Limited (“QHL"), Quality HealthCare Medical Holdings Limited
("QMH"), Quality HealthCare Medical Services Limited (“QMS"),
Quiality HealthCare Services Limited (“QSL"”) and Portex Limited
("Portex”). QHL and QSL were both incorporated in BVI while
Portex, QMH and QMS were incorporated in Hong Kong. They
are principally engaged in provision of medical, nursing agency,
physiotherapy, dental and other services (the “Discontinued
Medical Service Business”). Details of this transaction were
set out in the Company’s circular dated 2nd November, 2010.
The disposal of the Discontinued Medical Service Business was
completed on 30th November, 2010. QHL, QMH, QMS, QSL
and Portex are together referred to as the “Disposal Group”
hereafter.

Allied Overseas Limited ( B f& & f& 25 )\
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As the Discontinued Medical Service Business carried out by
the Disposal Group represented components of the Group’s
business, the operations and cash flows of which could be clearly
distinguished from the rest of the Group and which represented
separate major lines of businesses, the Group presented, in its
financial statements, the operations of the Discontinued Medical
Service Business as discontinued operations in accordance
with HKFRS 5. Further details regarding the Discontinued
Medical Service Business are set out in note 12 to the financial
statements.

Other than the disposal as described above, there were no
significant changes in the Group’s operations during the year.

The financial statements on pages 42 to 132 have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the HKICPA
and the requirements of the Hong Kong Companies Ordinance.
The financial statements also include the applicable disclosure
requirements of the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”).

The financial statements for the year ended 31st December,
2010 were approved for issue by the board of directors on 22nd
March, 2011.

During the current period, the Group carried out a group
restructuring exercise so that subsidiaries operating LASIK,
ophthalmic and psychological services form part of the group
companies operating the medical services. As a result, LASIK,
ophthalmic and psychological services which were previously
reported under the “nursing agency, physiotherapy, dental and
other services segment” are now reported under the “medical
services segment”. Accordingly, revenue for the year ended 31st
December, 2009 has been restated.

Allied Overseas Limited
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The effect of change in reporting of the operating business is KERB 2 mEBEHERMAT
summarised below:
Nursing agency,
physiotherapy,
Medical dental and
services other services
EENEFT
YIEIERR -
B R IR 7R R H Aty BR A
HK$000 HK$’000
FHET FET
For the year ended BE-_ZFAFE+=-RA=+—H
31st December, 2009 LEE
Revenue before reallocation FH LA YA 905,262 97,201
Reallocation: B
Revenue of LASIK, ophthalmic and BOERER - RBIROERBE 2
psychological services A 10,616 (10,616)
915,878 86,585
For the year ended BE-Z—ZF+=-H=+—8
31st December, 2010 LEE
Revenue before reallocation EFH LA YA 868,361 98,988
Reallocation: B
Revenue of LASIK, ophthalmic and BB BRI ROERE
psychological services A 10,498 (10,498)
878,859 88,490
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(a)

Adoption of new / revised HKFRSs — effective 1st
January, 2010

HKFRSs (Amendments) Improvements to HKFRSs
2009

Amendments to HKAS 39 Eligible Hedged Items

Amendments to HKFRS 2 Share-based Payment — Group
Cash-settled Shared-based
Payment Transactions

Consolidated and Separate
Financial Statements

Business Combinations

HKAS 27 (Revised)

HKFRS 3 (Revised)

Distributions of Non-cash
Assets to Owners

HK(IFRIC)-Int 17

HK-Int 5 Presentation of Financial
Statements — Classification
by Borrower of a Term Loan
that Contains a Repayment
on Demand Clause

Except as explained below, the adoption of these new /
revised standards and interpretations has no significant
impact on the Group’s financial statements

HKFRS 3 (Revised) — Business Combinations and HKAS
27(Revised) — Consolidated and Separate Financial
Statements

The revised accounting policies are described in note 3 to
the financial statements, which are effective prospectively
for business combinations effected in financial periods
beginning on or after 1st July, 2009 according to the
transitional provision in the standard. Changes in HKFRS
3 include the option to fair value non-controlling interest
on a transaction-by-transaction basis, the accounting for
transaction costs, the initial recognition and subsequent
measurement of a contingent consideration and business
combinations achieved in stages. These changes impact
the amount of goodwill and the results in the period that
an acquisition occurs and future results. The adoption
of revised HKFRS 3 has had no impact to the financial
statements as there has been no business combination
transaction during the year.

Allied Overseas Limited

REFAT S BT E RS
HEED-H-F—BF—
A—BREN

BRUBRE “ETNERRUE
ER(BFIK) WELER 2 ot

BBgER BEBEMIER
F39HEFT

BEMBREER UROFARH -
F2R2EF SRR SR

BRI ANRRZ S

B gLl e RBY B RE
F275 (KEFT)

BRI mERR CEAH
EERHE D)

R (ERMBRE MEBADIK
2EZE9) FLEEE

\

—REF17H

BE-RBESY MBEBRZIIE-
ERAHB 2R
BREBBEZ
THERZNE

BRTUATEESN - RAZER
_T/Z«( ‘KDT/&El D%* TK%.
PRI EERNTE

FEEMBREERFIN (KL
) - hESHREBSITER
B27H (BB - FaRBYY
=
WIKETZA?BZ%%A@H%%%W
3 - WRBZERIZBIE
MRS RARRBERIEERN =
EENFLA-BHHERFHEGBZ
MHEBAR 2 ERE 6 - BEME
HEERE 35f%Z FH) BIEIRE
ERXFGEEREURNTEFEE
ZHIERE  RIKNAZEFE
B %ﬂiﬁgum &ﬁ{én-l'ijzﬁft
EBRIBERKRBZEEAG - Ut
FEPTEDBAIRBERL
MM RENMBERES - ARA
FEALELESHFRS - UK
MBEFT BT B HREERE3
S EE M RRE LA
@,



(a)

(b)

Adoption of new / revised HKFRSs — effective 1st
January, 2010 - continued

HKFRS 3 (Revised) — Business Combinations and HKAS
27(Revised) — Consolidated and Separate Financial
Statements — continued

The revised HKAS 27 requires that a change in the
ownership interest of a subsidiary (without loss of
control) is accounted for as a transaction with owners in
their capacity as owners, accordingly, such transactions
are recognised within equity. When control is lost,
any remaining interest in the entity is re-measured to
fair value and a gain or loss is recognised in profit or
loss. The revised accounting policies have been applied
prospectively according to the transitional provisions in
HKAS 27 (revised), and the adoption of revised HKAS
27 has had no impact on the financial statements of the
current year as there had been no change in ownership
interest of subsidiaries during the year.

New / revised HKFRSs that have been issued but
are not yet effective
The following new / revised HKFRSs, potentially relevant
to the Group’s financial statements, have been issued, but
are not yet effective and have not been early adopted by
the Group.
HKFRSs (Amendments) Improvements to
HKFRSs 2010 283
Amendments to HKAS 32 Classification of Rights
Issues '
Prepayments of a Minimum
Funding Requirement 2

Amendments to
HK(IFRIC)-Int 14

HK(IFRIC)-Int 19 Extinguishing Financial
Liabilities with Equity
Instruments 2

HKAS 24 (Revised) Related Party Disclosures 3

Disclosures — Transfers of
Financial Assets #

Amendments to HKAS 12 Deferred Tax — Recovery of
Underlying Assets °

Financial Instruments ©

Amendments to HKFRS 7

HKFRS 9

(a)

(b)
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(b)

New / revised HKFRSs that have been issued but
are not yet effective - continued

1 Effective for annual periods beginning on or after 1st February,
2010

2 Effective for annual periods beginning on or after 1st July, 2010

3 Effective for annual periods beginning on or after 1st January,
2011

4 Effective for annual periods beginning on or after 1st July, 2011

5 Effective for annual periods beginning on or after 1st January,
2012

6 Effective for annual periods beginning on or after 1st January,
2013

HKAS 24 (Revised) clarifies and simplifies the definition of
related parties. It also provides for a partial exemption of
related party disclosure to government-related entities for
transactions with the same government or entities that are
controlled, jointly controlled or significantly influenced by
the same government.

The amendments to HKFRS 7 improve the de-recognition
disclosure requirements for transfer transactions of
financial assets and allow users of financial statements
to better understand the possible effects of any risks
that may remain with the entity on transferred assets.
The amendments also require additional disclosures if
a disproportionate amount of transfer transactions are
undertaken around the end of a reporting period.

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value
gains or losses will be recognised in profit or loss except
for those non-trade equity investments, which the entity
will have a choice to recognise the gains and losses in
other comprehensive income. HKFRS 9 carries forward the
recognition and measurement requirements for financial
liabilities from HKAS 39, except for financial liabilities
that are designated at fair value through profit or loss,
where the amount of change in fair value attributable
to change in credit risk of that liability is recognised in
other comprehensive income unless that would create or
enlarge an accounting mismatch. In addition, HKFRS 9
retains the requirements in HKAS 39 for derecognition of
financial assets and financial liabilities.
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(b)

3.1

New / revised HKFRSs that have been issued but
are not yet effective - continued

The directors of the Company (the “Directors”) anticipate
that all of the pronouncements will be adopted in the
Group's accounting policy for the first period beginning
after the effective date of the pronouncement.

The Directors are currently assessing the impact of other
new and amended HKFRSs upon initial application. So
far, the Directors have preliminarily concluded that the
initial application of these new and amended HKFRSs are
not expected to have a material impact of the Group'’s
financial statements.

Basis of preparation

The financial statements are presented in Hong Kong
Dollars (HK$), which is also the functional currency of the
Company.

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.
The adoption of new or amended HKFRSs and the impacts
on the Group’s financial statements, if any, are disclosed
in note 2.

The financial statements have been prepared on the
historical cost basis except for financial instruments
classified as fair value through profit or loss which are
stated at fair values. The measurement bases are fully
described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ
from those estimates. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements,
are described in note 4.
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3.2

3.3

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are excluded
from consolidation from the date that control ceases.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-group
asset sales are reversed on consolidation, the underlying
asset is also tested for impairment from the Group’s
perspective. Amounts reported in the financial statements
of subsidiaries have been adjusted where necessary to
ensure consistency with the accounting policies adopted
by the Group.

Subsidiaries

Subsidiaries are entities (including special purpose entities)
over which the Group has the power to control the
financial and operating policies so as to obtain benefits
from their activities. The existence and effect of potential
voting rights that are currently exercisable or convertible
are considered when assessing whether the Group
controls another entity.

In consolidated financial statements, acquisition of
subsidiaries (other than those under common control) is
accounted for by applying the acquisition method. This
involves the estimation of fair value of all identifiable
assets and liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of whether
or not they were recorded in the financial statements of
the subsidiary prior to acquisition. On initial recognition,
the assets and liabilities of the subsidiary are included
in the consolidated statement of financial position at
their fair values, which are also used as the bases for
subsequent measurement in accordance with the Group’s
accounting policies.
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3.3

3.4

Subsidiaries — continued

In the Company’'s statement of financial position,
subsidiaries are carried at cost less any impairment loss
unless the subsidiary is held for sale or included in a
disposal group. The results of subsidiaries are accounted
for by the Company on the basis of dividends received and
receivable at the reporting date. All dividends whether
received out of the investee’s pre or post-acquisition
profits are recognised in the Company’s profit or loss.

Jointly controlled entities

A joint venture is a contractual arrangement whereby two
or more parties undertake an economic activity that is
subject to joint control. Joint control is the contractually
agreed sharing of control over an economic activity, and
exists only when the strategic financial and operating
decisions relating to the activity require the unanimous
consent of the venturers.

In consolidated financial statements, an investment in a
jointly controlled entity is initially recognised at cost and
subsequently accounted for using the equity method. Any
excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities
and contingent liabilities of the jointly controlled entity
recognised at the date of acquisition is recognised as
goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment
as part of the investment. The cost of acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or
assumed and equity instruments issued by the Group,
plus any costs directly attributable to the investment. Any
excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss in the determination of the
Group’s share of the jointly controlled entity’s profit or
loss in the period in which the investment is acquired.
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3.4

3.5

Jointly controlled entities - continued

Under the equity method, the Group’s interest in the
jointly controlled entity is carried at cost and adjusted for
the post-acquisition changes in the Group's share of the
jointly controlled entity’s net assets less any identified
impairment loss, unless it is classified as held for sale
(or included in a disposal group that is classified as held
for sale). The profit or loss for the period includes the
Group’s share of the post-acquisition, post-tax results of
the jointly controlled entity for the year, including any
impairment loss on the investment in jointly controlled
entity recognised for the year.

Unrealised gains on transactions between the Group and
its jointly controlled entity are eliminated to the extent
of the Group’s interest in the jointly controlled entity.
Where unrealised losses on assets sales between the
Group and its jointly controlled entity are reversed on
equity accounting, the underlying asset is also tested for
impairment from the Group’s perspective. Where the
jointly controlled entity uses accounting policies other
than those of the Group for like transactions and events
in similar circumstances, adjustments are made, where
necessary, to conform the jointly controlled entity’s
accounting policies to those of the Group when the jointly
controlled entity’s financial statements are used by the
Group in applying the equity method.

Goodwill

Set out below are the accounting policies on goodwill
arising on acquisition of a subsidiary. Accounting for
goodwill arising from investment in a jointly controlled
entity is set out in note 3.4.

Goodwill represents the excess of the aggregate of
consideration transferred and the amount recognised
for non-controlling interests over the fair value of the
identifiable assets, liabilities and contingent liabilities
acquired.
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3.5

3.6

Goodwill - continued

Goodwill on acquisitions for which the agreement
date is on or after 1st January, 2005

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units and
is tested annually for impairment (see note 3.7).

If the consideration transferred and the amount
recognised for non-controlling interests is less than
the fair value of the identifiable assets, liabilities and
contingent liabilities of the subsidiary acquired, the
difference is recognized directly in the consolidated
income statement.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on disposal.

Goodwill 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 goodwill
relates becomes impaired.

Intangible assets (other than goodwill)

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with indefinite
useful lives are carried at cost less any subsequent
accumulated impairment losses.

Intangible assets are tested for impairment as described
below in note 3.7.
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3.7

Impairment of non-financial assets
Property, plant and equipment, intangible assets and
goodwill are subject to impairment testing.

Goodwill and other intangible assets with indefinite
useful life or those not yet available for use are tested for
impairment at least annually, irrespective of whether there
is any indication that they are impaired. All other assets
are tested for impairment whenever there are indications
that the asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s carrying
amount exceeds its recoverable amount. Recoverable
amount is the higher of fair value, reflecting market
conditions less costs to sell, and value-in-use. In assessing
value-in-use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessment of time value
of money and the risk specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those from other assets, the recoverable amount
is determined for the smallest group of assets that
generate cash inflow independently (i.e. a cash-generating
unit). As a result, some assets are tested individually
for impairment and some are tested at cash-generating
unit level. Goodwill in particular is allocated to those
cash-generating units that are expected to benefit
from synergies of the related business combination and
represent the lowest level within the Group at which the
goodwill is monitored for internal management purpose.
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3.7

3.8

Impairment of non-financial assets — continued
Impairment losses recognised for cash-generating units,
to which goodwill has been allocated, are credited initially
to the carrying amount of goodwill. Any remaining
impairment loss is charged pro rata to the other assets in
the cash-generating unit, except that the carrying value of
an asset will not be reduced below its individual fair value
less cost to sell, or value in use, if determinable.

An impairment loss on goodwill is not reversed in
subsequent periods. In respect of other assets, an
impairment loss is reversed if there has been a favourable
change in the estimates used to determine the asset’s
recoverable amount and only to the extent that the asset’s
carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Impairment losses recognised in an interim period in
respect of goodwill are not reversed in a subsequent
period. This is the case even if no loss, or a smaller loss,
would have been recognised had the impairment been
assessed only at the end of the financial year to which the
interim period relates.

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses. The cost
of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to the working
condition and location for its intended use.
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3.8

Property, plant and equipment and
depreciation - continued

Depreciation is provided to write off the cost less their
residual values over their estimated useful lives, using the
straight-line method, at the following rates per annum:

Leasehold improvements
HEMHEEE

Furniture, fixtures and office equipment
B - KERPFRERE

Medical equipment

BERS

Computer equipment and software
BRI RN

Motor vehicles

i

The assets’ residual value, depreciation methods and
useful lives are reviewed, and adjusted if appropriate, at
each reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised in
profit or loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other costs,
such as repairs and maintenance are charged to the
profit or loss during the financial period in which they are
incurred.
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3.9

Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for
a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of
the arrangement and is regardless of whether the
arrangement takes the legal form of a lease.

0]

(if)

(iii)

Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases.

Operating lease charges as the lessee

Where the Group has the right to use of assets held
under operating leases, payments made under the
leases are charged to the profit or loss on a straight
line basis over the lease terms except where an
alternative basis is more representative of the time
pattern of benefits to be derived from the leased
assets. Lease incentives received are recognised in
profit or loss as an integral part of the aggregate
net lease payments made. Contingent rental are
charged to profit or loss in the accounting period in
which they are incurred.

Assets leased out under operating leases as the
lessor

Assets leased out under operating leases are
measured and presented according to the nature
of the assets. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset
and recognised as an expense over the lease term
on the same basis as the rental income.
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3.10 Financial assets

The Group’s accounting policies for financial assets other
than investments in subsidiaries and jointly controlled
entities are set out below.

Financial assets are classified into the following
categories:

- financial assets at fair value through profit or loss

- loans and receivables

Management determines the classification of its financial
assets at initial recognition depending on the purpose
for which the financial assets were acquired and where
allowed and appropriate, re-evaluates this designation at
every reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. When financial assets are recognised
initially, they are measured at fair value, plus, in the case
of investments not at fair value through profit or loss,
directly attributable transaction costs.

Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards of
ownership have been transferred.

At each reporting date, financial assets are reviewed to
assess whether there is objective evidence of impairment.
If any such evidence exists, impairment loss is determined
and recognised based on the classification of the financial
asset.
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3.10 Financial assets — continued

(i)

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or loss
include:

- Financial assets held for trading; and

- Financial assets designated upon initial
recognition as at fair value through profit or
loss

Financial assets are classified as held for trading if
they are acquired for the purpose of selling in the
near term, or it is part of a portfolio of identified
financial instruments that are managed together
and for which there is evidence of a recent pattern
of short-term profit-taking. Derivatives, including
separated embedded derivatives are also classified
as held for trading unless they are designated
as effective hedging instruments or financial
guarantee contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value
through profit or loss, except where the embedded
derivative does not significantly modify the cash
flows or it is clear that separation of the embedded
derivative is prohibited.

(i)
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3.10 Financial assets — continued

()

Financial assets at fair value through profit or
loss — continued

Financial assets may be designated at initial
recognition as at fair value through profit or loss if
the following criteria are met:

- the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on
them on a different basis; or

- the assets are part of a group of financial
assets which are managed and their
performance is evaluated on a fair value
basis, in accordance with a documented
investment strategy, which links the
risk of the investments with financial
performance of the Group and information
about the group of financial assets is
provided internally on that basis to the key
management personnel; or

- the financial asset contains an embedded
derivative that would need to be separately
recorded.

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value with changes in fair value recognised in
profit or loss. Fair value is determined by reference
to active market transactions or using a valuation
technique where no active market exists. Fair
value gain or loss does not include any dividend or
interest earned on these financial assets. Dividend
and interest income is recognised in accordance
with the Group’s policies in note 3.17 to these
financial statements.

The Group has designated its listed callable debt
securities at fair value through profit or loss in
order to avoid the need to recognise separately
embedded derivatives which were not closely
related to the host debt contract.

Allied Overseas Limited
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3.10 Financial assets — continued

(if)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments
that are not quoted in an active market. Loans
and receivables are subsequently measured at
amortised cost using the effective interest method,
less any impairment losses. 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 cost.

Impairment of financial assets

At each reporting date, financial assets other than at fair
value through profit or loss are reviewed to determine
whether there is any objective evidence of impairment.

Objective evidence of impairment of individual financial
assets includes observable data that comes to the
attention of the Group about one or more of the following
loss events:

Significant financial difficulty of the debtor;

A breach of contract, such as a default or
delinquency in interest or principal payments;

It becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

Significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

A significant or prolonged decline in the fair value
of an investment in an equity instrument below its
cost.
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3.10 Financial assets — continued

Impairment of financial assets — continued

Loss events in respect of a group of financial assets include
observable data indicating that there is a measurable
decrease in the estimated future cash flows from the
group of financial assets. Such observable data includes
but not limited to adverse changes in the payment status
of debtors in the group and, national or local economic
conditions that correlate with defaults on the assets in the

group.

If any such evidence exists, the impairment loss is
measured and recognised as follows:

(i) Financial 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 (i.e. the effective interest rate computed
at initial recognition). The amount of the loss is
recognised in profit or loss of the period in which
the impairment occurs.

If, in 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 to the
extent that it does not result in a carrying amount
of the financial asset exceeding what the amortised
cost would have been had the impairment not been
recognised at the date the impairment is reversed.
The amount of the reversal is recognised in profit
or loss of the period in which the reversal occurs.

Allied Overseas Limited
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3.1

3.12

Financial liabilities
The Group's financial liabilities include trade and other
payables, accruals and hire purchase contract payable.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised as
an expense in accordance with the Group’s accounting
policy for borrowing cost.

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

Where 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 modification is treated as a
derecognition of the original liability and the recognition
of a new liability, and the difference in the respective
carrying amount is recognised in the profit or loss for the
year.

Trade and other payables and accruals

Trade and other payables, and accruals are recognised
initially at fair value and subsequently measured at
amortised cost, using the effective interest method.

Inventories

Inventories, including medicines and dispensary supplies,
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.

Consumables for own consumption or provision of
services are stated at cost. Cost is determined using the
weighted average method.
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3.13

3.14

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in
hand, demand deposits with banks and short term highly
liquid investments with original maturities of three months
or less that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issue of
shares are deducted from share premium (net of any
related income tax benefits) to the extent that they
are incremental costs directly attributable to the equity
transaction.

Accounting for income tax
Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, tax authorities relating to
the current or prior reporting period, that are unpaid at
the reporting date. They are calculated according to the
tax rates and tax laws applicable to the fiscal periods to
which they relate, based on the taxable profit for the
year. All charges to current tax assets or liabilities are
recognised as a component of tax expense in the profit or
loss for the year.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred
tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised
for all deductible temporary differences, tax losses
available to be carried forward as well as other unused tax
credits, to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can
be utilised.

Allied Overseas Limited
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3.15 Accounting for income tax - continued

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of
assets and liabilities in a transaction that affects neither
taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control the
reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the
foreseeable future.

Deferred tax is calculated, without discounting, at the tax
rates that are expected to apply in the period the liability is
settled or the asset realised, provided they are enacted or
substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are recognised
in profit or loss, or in other comprehensive income or
directly in equity if they relate to items that are charged
or credited to other comprehensive income or directly in
equity.

Current tax assets and current tax liabilities are presented
in net if, and only if,
(a) the Group has the legally enforceable right to set

off the recognised amounts; and

(b) intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.
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3.15 Accounting for income tax - continued
The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(a) the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the same
taxation authority on either:

(i)

(i)

the same taxable entity; or

different taxable entities which intend either
to settle current tax liabilities and assets on
a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future
period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered.

3.16 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
profit or loss when the corresponding services are
rendered or on a time proportion basis over the terms of
the service contracts.

Allied Overseas Limited
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3.17 Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the provision of services, sale of
good, or the use by others of the Group’s assets yielding
interest and dividends. Provided it is probable that the
economic benefits will flow to the Group and when the
revenue and costs, if applicable, can be measured reliably,
revenue is recognised as follows:

(a)

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” in note 3.18;

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;

rental income, on a time-proportion basis over the
lease terms;

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

dividend income, when the right to receive
payment has been established.
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3.18

3.19

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/
or accounted for with reference to certain provisions of
HKFRS 4 Insurance Contracts. The Fixed-fee Contracts are
in general of short duration of 1 to 2 years.

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 profit or loss as incurred. Deficiency in the contract
liabilities is immediately charged to the profit or loss by
establishing a provision for losses.

Amount received in advance for fixed-fee contracts are
recognised according to the accounting policy as set out in
note 3.16.

Borrowing costs

Borrowing costs incurred for the acquisition, construction
or production of any qualifying asset are capitalised
during the period of time that is required to complete and
prepare the asset for its intended use. A qualifying asset
is an asset which necessarily takes a substantial period
of time to get ready for its intended use or sale. Other
borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of a
qualifying asset when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use
or sale are being undertaken. Capitalisation of borrowing
costs ceases when substantially all the activities necessary
to prepare the qualifying asset for its intended use or sale
are complete.

Allied Overseas Limited
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3.20 Employee benefits

Retirement benefits
Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement
benefit plan under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic
salaries.

Contributions are recognised as an expense in profit or
loss as employees render services during the year. The
Group’s obligations under these plans is limited to the
fixed percentage contributions payable.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting date.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.

Share-based employee compensation

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”).
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3.20 Employee benefits - continued

3.21

Share-based employee compensation — continued

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 7th November, 2002.

The financial impact of share options granted to
employees on or before 7th November, 2002 under the
share incentive plan is not recorded in the Company’s
or the Group’s financial position until such time as the
options are exercised, and no charge is recorded in the
profit or loss or the statement of financial position 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.

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made.

Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to
settle the obligation. All provisions are reviewed at each
reporting date and adjusted to reflect the current best
estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not
wholly within the control of the Group are also disclosed
as contingent liabilities unless the probability of outflow of
economic benefits is remote.

Allied Overseas Limited
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3.21

3.22

Provisions and contingent liabilities - continued

Contingent liabilities are recognised in the course of
the allocation of the purchase price to the assets and
liabilities acquired in a business combination. They are
initially measured at fair value at the date of acquisition
and subsequently measured at the higher of the amount
that would be recognised in a comparable provision as
described above and the amount initially recognised less
any accumulated amortisation, if appropriate.

Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive directors are determined following the
Group’s major service lines, which represent the main
products and services provided by the Group.

The Group has identified the following reportable
segments:

- Medical services

- Nursing agency, physiotherapy, dental, and other
services

- Elderly care services
- Corporate and other
Each of these operating segments is managed separately
as each of the product and service lines requires different

resources as well as marketing approaches. All inter-
segment transfers are carried out at arm’s length prices.

3.21

3.22
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3.22

3.23

Segment reporting - continued

The measurement policies the Group uses for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,
except that interest and dividend income, fair value
gains on financial assets at fair value through profit or
loss, financial cost, share of profit of a jointly controlled
entity and income tax, are not included in arriving at the
operating results of the operating segment.

Segment assets include all assets but interests in jointly
controlled entity, financial assets at fair value through
profit or loss and tax recoverable.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment.
Segment liabilities include all liabilities except tax payable
and deferred tax.

No asymmetrical allocations have been applied to
reportable segments.

Discontinued operations

A discontinued operation is a clearly distinguishable
component of the Group’s business that has been
disposed of or is classified as held for sale, which
represents a separate major line of business or
geographical area of operations of the Group.

Allied Overseas Limited
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3.24 Related parties
For the purposes of these financial statements, a party is
considered to be related to the group if:

(i) the party has the ability, directly or indirectly
through one or more intermediaries, to control
the group or exercise significant influence over
the group in making financial and operating policy
decisions, or has joint control over the Group;

(ii) the Group and the party are subject to common
control;

(iii)  the party is an associate of the group or a joint
venture in which the Group is a venturer;

(iv)  the party is a member of key management
personnel of the group or the Group’s parent, or a
close family member of such an individual, or is an
entity under the control, joint control or significant
influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or

(vi)  the party is a post-employment benefit plan which
is for the benefit of employees of the group or of
any entity that is a related party of the Group.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.
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Estimates and judgements are continually evaluated and are
based on historical experiences and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions 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.

Useful lives of property, plant and equipment

The cost of property, plant and equipment is depreciated on
a straight-line basis over the property plant and equipment’s
estimated economic useful lives. Management estimates the
useful lives of these property, plant and equipment to be within
three to seven years or over the lease terms. Changes in the
expected level of usage and technological developments could
impact the economic useful lives and the residual values of
these assets, therefore future depreciation charges could be
revised. The carrying amount of the Group’s property, plant and
equipment at the reporting date is disclosed in note 14 to these
financial statements.

Impairment assessment of goodwill and intangible
assets with indefinite life

The Group tests annually whether goodwill and intangible assets
with indefinite life have suffered any impairment in accordance
with the accounting policy stated in note 3.7. The recoverable
amounts of cash-generating units have been determined based
on value-in-use calculations. These calculations require the use
of estimates about future cash flows and discount rates. In the
process of estimating expected future cash flows, management
makes assumptions about future revenues and profits. These
assumptions relate to future events and circumstances. The
actual results may vary and may cause a material adjustment
to the carrying amount of goodwill and intangible assets with
indefinite life within the next financial year. Determining the
appropriate discount rate involves estimating the appropriate
adjustment for market risk and for asset specific risk factors.
Details of the estimates of the recoverable amounts of cash
generating units containing goodwill and intangible assets
with indefinite life are disclosed in note 15 to these financial
statements.
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For the year ended 31st December, 2010, there was no
impairment loss provision made on goodwill. The management
considered that a reasonable change in discount rates in the next
twelve months is assessed to result in immaterial change in the
Group's assessment of impairment of goodwill.

Impairment of loans and receivables

The Group assesses at each reporting date whether there is
any objective evidence that a financial asset is impaired. To
determine whether there is objective evidence of impairment, the
Group considers factors including, inter alia, the probability of
insolvency or significant financial difficulties of the debtors and
default or significant delay in payments.

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
trade receivables 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.

Income taxes

Significant judgement is involved in determining the Group’s
provision for income taxes. There are certain transactions and
computations for which the ultimate tax determination is subject
to the agreement by the relevant tax authority. The Group
recognises liabilities for such transactions based on estimates
of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that
were initially recognised, such differences will impact the income
tax in the period in which such determination is made.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning
strategies. The carrying value of unrecognised tax losses as at
31st December, 2010 is set out in note 25 to these financial
statements.
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On adoption of HKFRS 8, the Group identifies operating
segments and prepares segment information based on the
regular internal financial information reported to the Group’s
senior executive management for their decisions about resources
allocation to the Group's business components and for their
review of these components’ performance.

The Group's operating businesses are structured and managed
separately according to the nature of their operations and the
products and services they provide but under the overall control
of the Chief Executive Officer reporting to the Board of Directors.
Each of the Group's operating 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
operating segments. Summary details of the operating segments
are as follows:

Continuing operations:

(a) the elderly care services segment engages in the provision
of elderly care services; and

(b) the corporate and other segment comprises the Group's
intra-group management service operations, which
principally provides management, treasury and other
services to group companies, together with other
corporate income and expense items.

Discontinued operations:

(a) the medical services segment engages in the provision of
medical services; and

(b) the nursing agency, physiotherapy, dental and other
services segment engages in the provision of nursing

agency, physiotherapy and dental services.

Inter-segment sales and transfers are transacted at mutually
agree terms.

Allied Overseas Limited
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Information regarding the Group’s reportable segments as
provided to the Group’s executive directors is set out below:

RUBAASENTESARAKE AR

ENEZEREIINT

Continuing operations

Elderly care services  Corporate and other Eliminations Consolidated
BERY LERAL i e

2010 2009 2010 2009 2010 2009 2010 2009

ZE-%F ZTINE ZE-3F ZETAE CE-BF CTEINE ZE-3F ZITNE

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

Ti#n Ti#n THER T Ti#n T THER TR

Income from external customers FEL|Y &=l N 100,865 98,349 - = - - 100,865 98,349

Income from inter-segment* SEBBA* 4,963 5,295 164 123 (5,127) (5,418) - -

Other income and gain* Hig A R zst 2,832 493 879 840 - - 3,711 1,333

Reportable segment revenue AHREDERA 108,660 104,137 1,043 963 (5,127) (5,418) 104,576 99,682

Reportable segment results RENBEE 8,210 7,718 (10,767) (9,709) - - (2,557) (1,991)
Allocation of corporate overhead to PEEERILEER

discontinued operations EEEHY 6,570 7,360

Unallocated interest and dividend income APRFSRBESMA 5,989 3,627
Fair value gains on financial assets at BBERERATERZ

fair value through profit or loss SREE ATEYNE 2,574 4372

Profit before income tax BTG ANRF 12,576 13,368

Income tax credit/(expense) FriEHEL/ (B%) 74 (335)

Profit for the year from continuing operations  # & & £ K ERH | 12,650 13,033
Profit for the year from discontinued operations 2 4% |F 484 £ & ki)

(notes 12.2 & 12.3) (H3F12.2%12.3) 1,450,733 62,892

1,463,383 75,925

# Excluding unallocated interest and dividend income and fair value gains on # TEERDENERBEEWA - AREB

financial assets at fair value through profit or loss. T RIEATEINRZ SREE L A FEK

& These figures are not included in revenue mentioned elsewhere in these * I EHF P BRIER A KRR E A DT

financial statements. itz WAR °
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Continuing operations

HECEER
Elderly care services Corporate and other Consolidated
EERB rEREM ]

2010 2009 2010 2009 2010 2009

ZE-ZF "ZTNF ZB-BF _TTHNE ZB-BF _TTNE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FER THET TER THET TiERr TEL

Reportable segment assets AHREDEEE 35,366 37,433 1,641,359 130,802 1,676,725 168,235
Financial assets at fair value through BRBREATEIEZ

profit or loss SRMEE 64,450 52,388

Tax recoverable A E IR 37 3,420

Total assets BEE 1,741,212 224,043

Reportable segment liabilities REHERE 13,623 14,091 24,227 5,004 37,850 19,095

Tax payable JEAIBE 173 2,933

Deferred tax liabilities BIEHIERE - 300

Total liabilities “waE 38,023 22,328

Depreciation e 608 823 134 214 742 1,037

Impairment losses on trade receivables B 5 R IE R EEE 71 66 - - 71 66
Loss on disposal/ write-off of items of HE /MM - BER

property, plant and equipment, net SEZEERE 6 13 - - 6 13

Capital expenditures BARRY 328 475 - 24 328 499

No further geographical 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.

The largest external customer of medical services segment
accounted for 10.5% (2009: 11.2%) of the Group’s revenue.

Allied Overseas Limited
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The Group’s principal activities are disclosed in note 1 to these
financial statements. Turnover of the Group is the revenue from
these activities.

Revenue from the Group’s principal activities recognised during
the year is as follows:

Continuing operations
FERSEXY

2010 2009

“E-BF _—ZTTHE

HK$'000 HK$'000

AEBEZETBXRHERY B BwKRME
B -AKEZEXBNELFEDLZ
WA o

RE RS AR T B %52 WA
m -

Discontinued operations Consolidated
BRLEEEEY )
2010 2009 2010 2009

ZB-BF "TTNF ZB-BF _—TTNF
HK$'000 HK$'000 HK$'000 HK$'000

TR TR TER T TiEx TR
(restated) (restated)
(f=51) (45 E=51)
Revenue from rendering: REATRE Z WA

- Medical services —BERY - = 878,859 915,878 878,859 915,878

- Nursing agency, physiotherapy, dental ~ —EENAFT - YIEaE « 7F
and other services B R H b R - - 88,490 86,585 88,490 86,585
— Elderly care services —&ER% 100,865 98,349 - - 100,865 98,349
Total revenue BmBA 100,865 98,349 967,349 1,002,463 1,068,214 1,100,812
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Profit before income tax is arrived at after charging/(crediting):

Continuing operations

BRETE B AR RIS MG, GTA) A&
18 :

Discontinued operations Consolidated

HERKEEY BRILREER Re
2010 2009 2010 2009 2010 2009
“E-BF CZITTNF ZB-%F _—TTHNHE ZB-BF —ITTNhF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THT TET T Ti#x THT
Cost of inventories sold and dispensary ~ HEFERFERRER

and other supplies consumed HibA Rz A - - 64,232 63,905 64,232 63,905
Depreciation HE 742 1,037 17,862 18,963 18,604 20,000
Impairment losses on trade receivables B 5RENFIEZ RESE 71 66 (231) 600 (160) 666
Operating lease charges: BEROZL -

Land and buildings T REF 35,107 35,589 63,714 59,082 98,821 94,671
Equipment B 78 55 - = 78 55

35,185 35,644 63,714 59,082 98,899 94,726
Employee benefits expense (including EERMAZ (REEZHM

directors’ remuneration (note 13)): (fizE13)) -

Salaries, wages, allowances and bonuses %4 ~ T& « 2B RIEA 53,561 48,722 364,261 371,758 417,822 420,480
Retirement benefits scheme contributions EREAIFT 214 T (R EER
(defined contribution scheme) (note (a))  5+2I) (Fizk(a)) 1,786 1,811 7,195 7,454 8,981 9,265
55,347 50,533 371,456 379,212 426,803 429,745
Auditor's remuneration Gl
~ Provision for current year REERE 440 120 374 420 814 540
— Over provision in prior year FEBERE (98) = (24) = (122) =
342 120 350 420 692 540
Foreign exchange (gain)/loss, net B (W) BiRFE (26) 25 (212) 3) (238) 22
Loss on disposal/write-off of items of & /MM - BEREE

property, plant and equipment, net ZERFE 6 13 30 260 36 273
Revenue related to the Fixed-fee Contracts ARAETKREA H12 WA

(note (b)) (Fi3E(b)) - = (93,332)  (119,201) (93,332)  (119,201)
Expenses related to the Fixed-fee Contracts H@AETEREALNZ X - - 80,461 105,130 80,461 105,130
Bank interest income (note (c)) FTHEBA () (1,582) (757) (26) (209) (1,608) (966)
Interest income from financial assets REEEAEBEREATE

designated at fair value through FIfRZ e MEEZFISWMA

profit or loss (note (c)) (Bi3E(Q)) (4,407) (2,270) - - (4,407) (2,270)
Sales of medicine and dispensary supplies 15 &9 &% 2 & R & (i E(c)

(note (c)) - - (6,161) (5,418) (6,161) (5,418)
Rental income from sub-lease (note () AL UA (FizE(c)) (143) (107) - = (143) (107)
Dividend income from unlisted KEFLMEE ZBEKA

investments (note (c)) (BeE()) - (600) - - - (600)
Gain on distribution of assets (note () BEERYE (FiF () - - - (377) - (377)
Fair value gains on financial assets EEABRBREEATER

designated at fair value through ZEMAE L AT ERS

profit or loss (note () (Mi5E(0)) (2,574) (4,372) - - (2,574) (4,372)
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Notes:

(a) At 31st December, 2010, the Group had no material forfeited
contributions available to reduce its contributions to its retirement benefits
scheme in future years (2009: Nil).

(b) Revenue related to the Fixed-fee Contracts was included in revenue from
rendering medical services, and nursing agency, physiotherapy, dental and
other services.

(c) Included in “Other income and gains” on the face of the consolidated

statement of comprehensive income.

Hong Kong profits tax has been provided at the rate of 16.5%
(2009: 16.5%) on the estimated assessable profits for the year
Taxation on overseas profits for the year had been calculated on
the estimated assessable profit at the rate of taxation prevailing
in the country in which the Group operated.

GEE

() RZE—ZF+-_A=+—H xEEY
BB RE R BIER D E SRR
BEZEARBHEZHR(ZFTNF -
&) o

(b) EHEERES D2 WA AREEER
AR EIBN AR - WIRaR - FRIRE
AR Z AR ©

(0 FIAGRAEERERZ AU A R ]
A o

EBFEHDIRE ARG ERFEFIA
16.5%(=—FZFNF : 16.5%) 2 Tt K
% o FRGING T 2 T IE B IR fh 5T R
AN AEBEENMERRERZH
REtHE o

Continuing operations  Discontinued operations Consolidated
RRESEXY BRALREER E)
2010 2009 2010 2009 2010 2009
“E-ZF "ZTNFE ZB-BF —TTNE ZB-BF _"TTNE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHER T TER THET TAT THT
Current tax - Hong Kong KE-BE
Charge for the year ERFIELH 173 290 8,942 13,481 9,115 13,771
Qverprovision in prior years TERERE (247) 45 (2,077) (559) (2,324) (514)
(74) 335 6,865 12,922 6,791 13,257
Current tax - Overseas AR — g4
Charge for the year ERRELH - _ _ 13 _ 13
Overprovision in prior years FEBERE - = (13) = (13) =
- = (13) 13 (13) 13
Deferred tax — current year (note 25) EERE - NEE (fi325) - = (129) (208) (129) (208)
Total income tax (credit)/expense FEh(ER) /X as (74) 335 6,723 12,727 6,649 13,062
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Reconciliation between tax and accounting profit at applicable

BERRERAE ZRE RS 5

tax rates: iR :
2010 2009
—E-EF T NF
HK$000 HK$'000
FERT FAT

Profit before income tax M P 1S 7 i

Continuing operations SIB T TS 12,576 13,368
Discontinued operations ERIEREET 1,457,456 75,619
1,470,032 88,987
Tax at the Hong Kong statutory tax rate BREBEEBEFE 2HIA 242,555 14,682
Overprovision in prior years T EBREEE (2,337) (514)
Income not subject to tax DR 2 WA (237,301) (321)
Expenses not deductible for tax NEFIRATE 2 X 3,780 65
Tax losses for the year not recognised RIERZANFEERIBEE 1,720 837
Tax losses utilised from previous periods ) LA B 2 B EE R (1,226) (2,575)
Others Hh (542) 888
Income tax expense FriS %t i 6,649 13,062

Of the consolidated profit attributable to the owners of
the Company of approximately HK$1,463,383,000 (2009:
HK$75,925,000), a profit of approximately HK$33,374,000
(2009: HK$763,000) has been dealt with in the financial

statements of the Company.
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Dividends attributable to the year FREGRE
2010 2009
—E-2F —ZTThF
HK$000 HK$'000
FHT FAT
Special interim dividend of HK 12 cents BRI A B AR B IR AR (1 278 (1L
(2009: Nil) per ordinary share —ETNF  E) 24,836 =
Special dividend of HK$1 (2009: Nil) FrRlik S BRERARGD 1B T
per ordinary share (ZZThEF : &) 206,963 -
231,799 -
The special interim dividend of HK12 cents per ordinary share, EFFgR T ZETFNAZTHEMIK
being approximately the difference between HK$99 million and BERRE B M 128008 B 4 B AR
the funds actually expended on the share repurchase pursuant to B BI#EE #299,000,000/8 T E iR ik —
the conditional cash offer announced by the Company on 24th T ZF=-AZTMHAERRREMNE

March, 2010, was declared by the board of directors on 20th
August, 2010. The amount of the special interim dividend has
been calculated by reference to 206,962,604 ordinary shares in
issue at 20th August, 2010. This special interim dividend was
reflected as an appropriation of retained profits for the year
ended 31st December, 2010.

The special dividend proposed on 19th January, 2011 had not
been recognised as a liability at the reporting date, but will be
reflected as an appropriation of retained profits.

=

FHRESKRBEZELNRGBRER
FEANCEMEZHENELE - B3R
BRENEBENH2E_T—ZSFN\A_+
52069626o4ﬂxaé’*ﬁaﬁﬂi1ﬁ5+

IR RIREREE R AE =
%‘\ TF+_A=+— ElJtEF;E’M%EE
w2z B e

R-ZF——F-A+TNABRFREZY

R RBEEERARERSEE B
5 R BR AR B E A DA o
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Dividends attributable to the previous financial year, approved
and paid during the year

FRHLERIRN 2 E— B BF ERER

=)

15N

2010 2009
—g-®5 -TTN4
HK$000 HK$'000
FHET FET
Final dividend for the year ended BE_ZEEZ)N\F+-_A=+—H
31st December, 2008 of HK11.25 cents IEFE 2 REARR B IR E @D
per ordinary share 11.25%81L - 25,769
Adjustment for 2008 final dividend (note(a)) === )\ F R HIf% BT (M zE(@a)) - (131)
- 25,638
Note: B E
(a) The adjustment was due to the repurchase and cancellation of 1,164,452 (a) FAEDTERE_SEN\FERBKELEA

ordinary shares of the Company prior to the record date of the final 2008
dividend and, therefore, the related shares did not rank for this dividend
payment.

The calculations of the basic earnings per share from continuing
and discontinued operations are based on the profit from
continuing operations attributable to owners of the Company
of HK$12,650,000 (2009: HK$13,033,000) and the profit from
discontinued operations attributable to owners of the Company
of HK$1,450,733,000 (2009: HK$62,892,000) and the weighted
average number of ordinary shares of 217,511,533 (20009:
227,530,468) in issue during the year.

No diluted earnings per share is presented for the years ended
31st December, 2009 and 2010, as the Company had no
potential ordinary shares outstanding during the respective years.

Allied Overseas Limited

Bz AR R EE1,164,452 R AR A &
B - BRI EF A LIRS

FELERBRIEREER 2 BREN
AF - HBEARRMEE AELSE
1R F RS N %) 12,650,00058 7T ( —
TN 4E ¢ 13,033,000 70) 0 MARD
ABEEAELMERLEELEEBETFNG
#11,450,733,000 8 T (ZEZF N F
62,892,000/87T) A RFANE EITE
AT $217,511,5330 (===
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12.1

12.2

Discontinued Medical Service Business

As described in note 1, in October 2010, the Company
and its direct wholly-owned subsidiary, Cautious
Base Limited (formerly known as Quality HealthCare
Holdings Limited (“Holdco”)) entered into the Share
Sale Agreement with Altai Investments Limited and RHC
Holding Private Limited (collectively “Purchaser”).

According to the Share Sale Agreement, the Company
and Holdco have agreed to sell 100% of the issued share
capital of the Disposal Group companies to the Purchaser
for the consideration of transaction, payable on the
closing date for an amount in cash equal to aggregate
sum of (i) HK$1,521 million; (ii) the Base Working Capital
(i.e. HK$20 million) and (iii) the Estimated Working
Capital Adjustment (i.e. a deduction of HK$559,000
from the Base Working Capital) (collectively being the
“Consideration Amount”), subject to the Working Capital
Adjustment. Further details are set out in the Company’s
circular dated 2nd November, 2010. Up to the reporting
date, the Working Capital Adjustment has not been
finalised.

12.1

E%i%ﬁﬁﬁﬁ%ﬁ
BT R —FF
+H AR T&ﬁﬁ?&"i\ﬁﬁﬁﬁ
A &) Cautious Base Limited ( Aif
8 Quality HealthCare Holdings
Limited ([ =R A & 1) ) 8 Altai
Investments Limited & RHC
Holding Private Limited (5[ &
73 ) ET AR SHE Wh e o

$EFH§T§§§%]’§T£F* : ’“ﬂéﬁiﬁ

H““ ELEEELEER
BE?é‘ﬂHxﬁ%ﬁE 5&%1&

F/AEAEWEHJ%WE%&H
228 E R >) 1,521 oooooo
/95575 : (||)%ﬁ%*é BE & (R
20,000,0005%7?)&(iii)ﬁ‘ﬁ%%
EoAE(AMEEREEESH
559,000 7T ) (R iE R [ K E
&R WAHAELEEESAE
MekE - ELFBEHRARE =
T—ZTF+—HA=ZH JFIJ%’XZLM
NeBERER @ MAETEZE
BEoHABMNSE o

Profit for the year from the discontinued operations is 12.2 BERIECEEHRFRREFODNT
analysed as follows: U
2010 2009
—E-FF —TTNEF
HK$'000 HK$'000
FET FHT
Profit of the Discontinued Medical BRI E B R AR TS 37505 A
Service Business (note 12.3) (Bf5¥12.3) 45,269 62,892
Expenses incurred on the disposal of HEEEHEREENHS
the Disposal Group (22,838) -
Gain on disposal of the Disposal Group &% HEEA Kz
(note 29) (FfF5E29) 1,428,302 -
Profit for the year from the B AR I E AR & TS A A
discontinued operations 1,450,733 62,892
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12.3 An analysis of the results of the Discontinued Medical 123 BRIIBERBEBSHE_T—

Service Business for the year ended 31st December, EE+_A=+—HIEENXE
2010, with the comparatives for illustrative purpose, is as BT @ LB FERA
follows: Z
2010 2009
—E-2F —EENF
HK$'000 HK$'000
FHET T
Revenue g A 967,349 1,002,463
Other income and gains E A R e 13,727 16,270
Changes in inventories recognised as BEERAL 2 FEED)
an expense (64,232) (63,905)
Employee benefits expense EERARAXL (371,456) (379,212)
Depreciation e (17,862) (18,963)
Other expenses, net HAth s F 58 (475,534) (481,034)
Finance cost MEEM - (1)
Share of profit of a jointly FE A — [ R 1 5 0% A
controlled entity - 1
Profit before income tax BRET BB AR F 51,992 75,619
Income tax expense FriS % i 2 (6,723) (12,727)
Profit for the year FREF 45,269 62,892
Operating cash flows 4R ALIE 7 58,269 88,514
Investing cash flows KEREM (45,048) (13,859)
Financing cash flows BMERER - (3)
Total cash inflows REMAFRE 13,221 74,652
Employee benefit expense of the discontinued operations ERIBERGEH 2 FEES RN
for the year of HK$371,456,000 (2009: HK$379,212,000) % A371,456,0008 T ( —EZ h
included wages and salaries of HK$364,261,000 (2009: #F 379,212,000 L) *r BELE
HK$371,758,000), pension cost of HK$7,195,000 (2009: N ¥ £ 364,261,000 Tt ( —EZF 1
HK$7,454,000). % : 371,758,000% 7T ) KRR & F 2
7,195,000 7T (ZEF N4 : 7,454,000
BIT) ©
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Directors’ emoluments

ESME

Other emoluments

Htp S
Salaries,
allowance & Retirement
Directors' benefits  Discretionary scheme
fee in kind bonuses  contributions Sub-total Total
54 2BER
ESHhe BUEAN META  BAGTEER et b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TEx TEx TEx TEx
2010 “E-%%
Independent Non-executive directors: BUFHITES
Mr. Li Chak Hung FRERE 110 - - - - 110
Mr. Francis J. Chang Chu Fai BEEEE 88 - - - - 88
Mr. Carlisle Caldow Procter Carlisle Caldow Procterst £ 88 - - - - 88
Executive directors: HTES:
Dr. Lincoln Chee Wang Jin (resigned on HECBE(N-Z-ZF
30th November, 2010) T+—A=1RHEE) - 4,572 1,025 " 5,608 5,608
Mr. Mark Wong Tai Chun ("Mr. Wong") ~ EAS%E([E%%]) - 1,014 231 - 1,245 1,245
Non-executive director: FanES
Mr. Arthur George Dew (“Mr. Dew”) WEREE(ThEE]D) = 726* = = 726 726
286 6,312 1,256 " 7,579 7,865
2009 “EBnE
Independent Non-executive directors: BusnES
Mr. Li Chak Hung FRERE 110 - - - - 110
Mr. Francis J. Chang Chu Fai BEBRE 88 - - - - 88
Mr. Carlisle Caldow Procter Carlisle Caldow Procterst £ 88 - - - - 88
Executive directors: HTES:
Dr. Lincoln Chee Wang Jin RECEE - 4,104 128 12 4,244 4,244
Mr. Wong T4 - 924* - - 924 924
Non-executive director: FTES:
Mr. Dew b - 660* - - 660 660
286 5,688 128 12 5,828 6,114
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Directors’ emoluments - continued

@ On 31st January, 2008, the Company entered into
an agreement (the '"Sharing of Management Service
Agreement”) with AGL, pursuant to which the Company
has agreed to reimburse AGL the costs incurred in respect
of management, consultancy, strategic and business
advice services provided by Mr. Dew and Mr. Wong to
the Group for a term of three years commencing from
1st January, 2008 (the “Management Service Fee”). The
Management Service Fee was determined with reference
to the percentage of time that Mr. Dew and Mr. Wong
devoted to the affairs of the Group against the amount of
time they devoted to the affairs of AGL. The Management
Service Fee for the year ended 31st December,
2010 included in the above disclosure amounted to
HK$1,740,000 (2009: HK$1,584,000). Further details of
the Sharing of Management Service Agreement are also
set out in an announcement of the Company dated 1st
February, 2008.

There were no arrangements under which a director waived or
agreed to waive any remuneration during the year (2009: Nil).

No emoluments were paid by the Group to any directors as an
inducement to join or upon joining the Group or as compensation
for loss of office during the year (2009: Nil).

On 31st December, 2010, the term of appointment of the Non-
Executive Directors (including the Independent Non-Executive
Directors) was changed from one year to two years commencing
from 1st January, 2011.

The service fee of each of the Independent Non-Executive
Directors, namely Messrs. Li Chak Hung, Francis J. Chang Chu Fai
and Carlisle Caldow Procter, was increased by 10% with effect
from 1st January, 2011 as compared with 2010.

Allied Overseas Limited
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Five highest paid individuals

The five highest paid individuals of the Group for the year did not
include any directors (2009: None). Details of the remunerations
of the five (2009: five) non-director highest paid individuals for
the year are as follows:

FUEREFAL
SEREBAMNSESHEA T TEEEM
BEE(—TThFE:E) AR(ZZEZ
NE: A REHFATCGEES)RE
M2 HBEBOT

2010 2009

—g-%5 -TIhA

HK$'000 HK$'000

FHBT FH&TT

Salaries, bonuses and allowances e - JEAL R EBE 44,542 40,103
Retirement benefits scheme contributions — R4R@EFI 5T 22k

(defined contribution scheme) (REHETED) 55 60

44,597 40,163

The remunerations of the above five non-director highest paid
individuals, which include doctors practicing on their own
accounts pursuant to a contract, fell within the following bands:

NEAUBIFEEZRSHFAL(BRE
REANBIBEZEE) ZMEN T

Number of individuals

A
2010 2009
—E-ZF —ZETNF
Emolument bands i< &5 &
HK$6,000,001- HK$6,500,000 6,000,001 7T — 6,500,000/ 7T 2
HK$7,000,001- HK$7,500,000 7,000,001 7t — 7,500,000/ 7T - 2
HK$7,500,001- HK$8,000,000 7,500,001 7T — 8,000,000/ 7T -
HK$8,000,001- HK$8,500,000 8,000,001/ T — 8,500,000/ 7T 1 =
HK$10,000,001- HK$10,500,000 10,000,0017& 7T — 10,500,000/ 7T 1 =
HK$11,500,001- HK$ 12,000,000 11,500,001/ 7C — 12,000,000/ 7T - 1
HK$13,500,001- HK$ 14,000,000 13,500,001 7T — 14,000,000 7T 1 =
5 5

No emoluments were paid by the Group to any five highest paid
individuals of the Group as an inducement to join or upon joining
the Group or as compensation for loss of office during the year
(2009: Nil).

AEBEYEAAESEAUESHALX
MERBME - ESMAREESK AR
SER RS UERMBABE(ZET
NE &) o
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Furniture,

fixtures and Computer
Leasehold office Medical equipment Motor
improvements  equipment  equipment  and software vehicles Total
BA - RB ERRE
HENZEE RBLERE BERMA Ra#k B &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR ThL TAL
At 1st January, 2009 R=EENE-FA-A
Cost KAE 102,231 24,010 37,975 19,573 545 184,334
Accumulated depreciation Zithe (79,513) (18,133) (26,697) (15,093) (343) (139,779)
Net book amount RHFE 2,118 5877 11278 4,480 202 44,555
Year ended 31st December, 2009 BZ-ZZNE+-A=1-H
LEE
Opening net book amount BEEFE 22,718 5,877 11,278 4,480 202 44,555
Additions HE 6,015 1,057 5,015 2,169 88 14,344
Disposals e (187) (148) (49) ) - (386)
Depreciation ik (11,220) (1,671) (5,079) (1,968) (62) (20,000)
Closing net book amount BREATE 17,326 5,115 11,165 4,679 228 38,513
At 315t December, 2009 and REBBAETZA=1-BER
st January, 2010 “Z2-%5-8-H
Cost RAE 107,392 24,704 42,921 21,121 633 197,377
Accumulated depreciation ZihE (90,066) (19,589) (31,756) (17,048) (405) (158,864)
Net book amount RHE 17,326 5115 11,165 4,679 28 38,513
Year ended 31st December, 2010 BZ2-F-BE+-A=t-AH
LEE
Opening net book amount BIERFE 17,326 5,115 11,165 4679 228 38,513
Additions e 21,314 1,310 9,689 4,516 - 36,829
Disposal of subsidiaries (note 29) HERBAR (K29 (28,776) (4,052) (15,736) (6,976) (164) (55,704)
Disposals e = (13) (24) 3) = (40)
Depreciation ik (9,834) (1,496) (5,024) (2,186) (64) (18,604)
Closing net book amount BAREFE 30 864 70 30 - 994
At 31st December, 2010 R-B-BF+-fA=1-H
Cost AE 46,813 9,784 1,059 1,818 - 59,474
Accumulated depreciation 2:HiE (46,783) (8,920) (989) (1,788) - (58,480)
Net book amount REFE 30 864 70 30 - 994
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The net carrying amount of goodwill can be analysed as follows:

BEZREFEANTAT

2010 2009
—E-%F —TTNEF
HK$'000 HK$'000
FHT FAT
At 1st January ®—HB—H

Gross carrying amount HREREE 24,324 24,324
Accumulated impairment Z2EFHRE (6,910) (6,910)
17,414 17,414
Net carrying amount at 1st January R—A—BZERmEFE 17,414 17,414
Disposal of subsidiaries (note 29) HEME AR (MsE29) (16,056) -
Net carrying amount at 31st December RT+ZA=+—HZEEFE 1,358 17,414

At 31st December R+=—HA=+—H
Gross carrying amount HREREE 8,268 24,324
Accumulated impairment 2ERE (6,910) (6,910)
1,358 17,414

As further detailed in note 3.5 to these 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 1st January,
2005 in respect of business combinations which occurred prior
to 2001 to remain eliminated against consolidated reserves.
Goodwill at 31st December, 2010 represented goodwill for which
the agreement date of business combination is on or after 1st

January, 2001.

WA SRR A3 5ATA - AEE
EREAREMBRELENEIRI B
AU 2 BB ZIEX R FTE R
—TTFRIEBEZLERMN R
TTRE—A—HRERANER R
{E/A541,361,000/8 T H) 8 B 4 B R 47
AREERNEE R=ZFE—ZF+=A
=t+—BrzEEBECEAHZHEAY
AB-TT—F—F—HRZBIEE -
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Goodwill and other intangible assets (note 16) with indefinite
useful lives acquired through business combination have been
allocated to the following cash-generating unit/group of cash-
generating units for impairment testing:

- an elderly care home cash —generating unit (the “Tuen
Mun Elderly Care Home CGU") within the elderly care

services segment

- certain medical services group cash-generating units
(collectively the “GHC CGU") within the medical services

segment

The carrying amounts of goodwill and other intangible assets
with indefinite useful lives allocated to each of the cash

BRERAHESZAERTHEEER
FHsHEMEREE(ME16)DENE
BUATReEESN ReEEBME

RICAETTRUEDRI A -

= REEZRBG DERZ —EEEZER
ReELEM([EFIEERAE

EEEM])

= REERBESBAZETERR
BEEReEABEU(SH SR
ReELEM])

ENEASREELBUZEAERTHE
EEAFHMzEMBETLEEZREEN

generating units are as follows : T:
Tuen Mun Elderly Care
Home CGU GHC CGU Total
THEERASELEN RRASELEN @t
2010 2009 2010 2009 2010 2009
“E-ZF —ETNF “B-BF —TTNF ZE-BF —TTNF
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
FER THT TER THT TR THL
Carrying amount of goodwill EERAE 1,358 1,358 - 16,056 1,358 17,414
Carrying amount of other intangible  FEEEREH 2 £t
assets with indefinite useful lives BREEREE
(note 16) (Ktzx16) - - - 9,880 - 9,880
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The recoverable amounts for the Tuen Mun Elderly Care Home
CGU and the GHC CGU were determined based on value-in-
use calculations covering detailed five-year cash flow projections
followed by extrapolation of expected cash flows at grow rates
stated below. The growth rates reflect the long-term average
growth rates for the service lines of these cash generating units.
The key assumptions used for value-in-use calculations were as
follows :

LfEERReELABURSRREE
EBMZAIREEDRBEREFZ 2D
FREREBA 2ERBERTINIER
EHERAREREMNETE - BRER
MR EIR ©EE B RBER 2 REF
BRX - AEEREERMBZIER
RIS

2010 2009
g7 bt

Tuen Mun Tuen Mun

Elderly Care Elderly Care
Home CGU GHC CGU Home CGU GHC CGU
HEER ERRE PR (SY 3k
REELEN ELEBEN HFeELEEN EABAM
Growth rates bl S 2% - - 2.5%
Discount rates IR & 14% - 14.79% 14.79%

The budgeted revenue and results of operations have been
determined based on the past performance of the Tuen Mun
Elderly Care Home CGU and the GHC CGU and management’s
expected market development. The discount rates used are
before tax and reflect specific risks relating to the relevant units.
No impairment provision is considered necessary for the year
ended 31st December, 2010 (2009: Nil).

Apart from the considerations described in determining the
value-in-use of the cash generating units above, the Group’s
management is not currently aware of any other probable
changes that would necessitate changes in its key estimates.
However, the estimate of recoverable amounts of the Group’s
cash generating units is particularly sensitive to the discount rates
applied. The impact from a reasonable change in the discount
rate is assessed in note 4 to these financial statements together
with other critical accounting estimates and assumptions.

WARKLEXEFRECSRELFIEER
ReELENRSRRCELEUNE
EXRBNEEENRATSERME
E - BEEANITREBRBATNIRE -
YRRERBEREEEEMEHANEE
R B#E=—T-—TF+_A=1+—H
LHFE  AEERSELEERERE
“EENFE) -

BRETN EReELEMERBERA
MZzERARIN  AREZEEERT
BEREMEMAREZSHUBANEE
T 25T A ARBEZRESELE
iz AT B E L TR Z R E AL
HER - HEMRELREEES A
KRB BRAMBEHRRMETAREME
CEICRPEEE:
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2010 2009

—E-EF —ETNEF

HK$'000 HK$’000

FHERT FHBT

Gross carrying amount at 1st January R—RA—RBZERAE 9,880 9,880
Net carrying amount at 1st January R—RA—HBZEEFE 9,880 9,880
Disposal of subsidiaries (note 29) M E A R (KEE29) (9,880) -
Net carrying amount at 31st December Rt+ZA=+—RAZEmFE - 9,880
Gross carrying amount at 31st December W+ _-A=+—HB 7 AKHEE - 9,880

Other intangible assets represented trademarks acquired as part
of a business combination. The useful lives of the trademarks
were estimated to be indefinite based on the current market
condition and management’s expected market development,
as management believes there was no foreseeable limit to the
period over which the trademarks were expected to generate net

cash inflows for the Group.

Details of the impairment testing of the trademarks with
indefinite useful lives are set out in note 15 to these financial

statements.

HEBPEESCRAHMEZAR
R AMERFRDRERETRLE
BEEREBMSERBRMMG R THE
- REAEEERGEARAARES
KeReREWEA AR Z HIREH o

THEEERFH 2 BRRERNRFER

KA BT FES ©

2010 2009

—E-ZF —EENEF

HK$'000 HK$'000

FHBT T

Unlisted shares, at cost JEEMRE G - RERAE 34,443 35,443
Due from subsidiaries RS NGIE/ S 484,773 1,099,221
Due to subsidiaries JE{STB /B A R 5108 - (323,003)
519,216 811,661
Less: Provision for Impairment* W ORE R (384,144) (427,342)
135,072 384,319
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# An impairment of HK$384,144,000 (2009: HK$427,342,000) was
recognised for certain unlisted investments in and amounts due from
subsidiaries with a total carrying amount of HK$444,331,000 (2009:
HK$461,922,000) because certain subsidiaries have been loss-making for
some time and certain amounts due from subsidiaries are considered to be

not recoverable.

The amounts due from subsidiaries at 31st December, 2010 of
HK$484,773,000 were unsecured, interest-free and had no fixed
terms of repayment. The amounts due to subsidiaries at 31st
December, 2010 of HK$1,281,875,000 were unsecured, interest

free and repayable on demand.

The amounts due from/to subsidiaries at 31st December,
2009 were unsecured, interest-free and had no fixed terms of

repayment.

Particulars of all subsidiaries of the Company at 31st December,

2010 are as follows:

Place/country of

# HRETHEA TEﬁ ER By P 8% 13 15
g BE T EH B A R IEWAR AR A
i@ - &i&t?ﬁ%@ﬁ%ﬁ@%AMazuooo
BIT(ZZTZTNF : 461,922 ooo;’éﬁ)z
ETIEEMKRE R EWKH B D FFHE
uwm@384,144,000,%75Lzzni :
427,342,000/ 7T) °

m*xf%¢+*ﬂi+fEMEw
B /& A Bl FX 18 484,773,000 JT & E K
- %E&ﬁlfiﬁiﬁﬁﬂ RZE—F
F+ZA=T—HMNENKHBRRKE
1,281,875,000/8 T A EEH - B K&
HIRERERE -

RZZETNF+_A=+—ANEK
ERNHMEARRIERAEER £2ERE
EEEHE -

R=F—BF+=A=t+—AARAH
BHBARENT -

Percentage of
issued capital

incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Company  Principal activity
H A AQEHERE
DREH EXnE X ERTEERARE  BORFEIL TEXH
Attractive Gain Limited (formerly Hong Kong 100 ordinary shares of 100%  Investment holding
known as Quality HealthCare &5 HK$1 each BREER
Pro-Health Limited) 100REREEIET
Attractive Gain Limited 2Bk
(MBERREARAR)
Cautious Base Limited (formerly British Virgin Islands 10,000 ordinary shares of 100% Investment holding
known as Quality HealthCare HBRIHE HK$1 each BREER
Holdings Limited)* 10,000/ SR EE 18T
Cautious Base Limited (#If8Quality L ERER
HealthCare Holdings Limited)*
Focal Glory Inc. British Virgin Islands 1 ordinary share of 100%  Nominee Services

RERLES

US$1
TREEIET
ZEBR

R ARE

Annual Report 2010 £k



Place/country of

Percentage of
issued capital

incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Company  Principal activity
H A NGk

RAEER e VY- ERTEBRARE  BOTRAEIE EXHK

Grand Knight Limited Hong Kong 1 ordinary share of 100%  Inactive

MEERAT B HK$1 EEER

1REBIET
il

Hong Kong Dementia British Virgin Islands/ 1 ordinary share of 100%  Provision of elderly care services
Services Limited Hong Kong Us$1 REEEZRY

EREERRERKAERDA RKBERIHES/EF IREEIET

ZEBR

LHY Limited (formerly known as British Virgin Islands 1 ordinary share of 100% Investment holding
Quality HealthCare Pro-Health RERZHE Us$1 el
(BVI) Limited) 1REEIXT

LHY Limited(A1#8Quality HealthCare =il
Pro-Health (BVI) Limited)

Secure Base Limited (formerly Hong Kong 2 ordinary shares of 100%  Management services
known as Quality HealthCare & HK$1 each BEERH%
Management Limited) 2RBREETET

Secure Base Limited ZEmR
(MEERBEERARAF)

Senior Care Elderly Limited (formerly  British Virgin Islands/ 1 ordinary share of 100%  Provision of elderly care services
known as QHES Limited) Hong Kong US$1 RUtEZRS

Senior Care Elderly Limited RBRELES /B8  IREEIEL
(AMEERELARAR) BB

Senior Care Holdings Limited British Virgin Islands 1 ordinary share of 100%  Investment holding
(formerly known as Quality HBEUHEE US$1 REER
HealthCare Elderly Services Limited) 1REBIET

Senior Care Holdings Limited ZEmR

(RT7EQuality HealthCare
Elderly Services Limited)

Allied Overseas Limited



Place/country of

Percentage of
issued capital

incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Company  Principal activity
M, APBHEE
REER EEnEEX ERTEBRARE  BORFEOL IEEH
Senior Care Limited (formerly Hong Kong 1,000 ordinary shares of 100%  Provision of elderly care services
known as Quality HealthCare &b HK$1 each RIEE RS
Man Kee Elderly Limited)* 1,000t B REE1ET
ERERERAA BB
(AIBEREXEEBRAR)
Senior Care Nursing Home Limited ~ Hong Kong 1,000 ordinary shares of 100%  Provision of elderly care services
(formerly known as Quality B HK$1 each REEEZRS
HealthCare Nursing Home Limited) 1,000 5 RHEEIET
EREZEARRA R
(MEERELEZERAF)
Sino Success (HK) Limited Hong Kong 2 ordinary shares of 100%  Provision of corporate services
&5 HK$1 each REDERE
QREREENET
BB
Strategic Wonder Limited (formerly  British Virgin Islands/ 1 ordinary share of 100%  Inactive
known as Quality HealthCare Hong Kong Us$1 TEEx
Investment Limited) RBRLHES/BH REREEIET
Strategic Wonder Limited 2Bk
(F1F8Quality HealthCare
Investment Limited)
Ultronics Medical Services Limited*  Hong Kong 2 ordinary shares of 100%  Provision of management
RNBERBERA A BB HK$1 each services
2RBREETET R E 1R MR
BB
# Issued capital held directly by the Company. # RAREEREZEBITRE -
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2010 2009

—E-%F —TTNEF

HK$'000 HK$'000

FHER FHET

Share of net assets EIEFEE - 5174
Due to a jointly controlled entity JE A — i 2k [0 22 ) £ 22 FRIB - (199)
- 375

Details of the Group’s interest in a jointly controlled entity
(included in the Disposal Group) as at 31st December, 2009,
which is an unlisted corporate entity, are as follows:

RZZETNEFE+TZRA=1+—H  £&HE
R—REF AR EHEB R K RZES B
X(RFLTRRER) ZEmABN

B

Place of

incorporation and Particulars of issued % of
Name of joint venture operation ordinary share capital  interest held  Principal activity

MK BRTEE FEER
RENRER BB RAFE Aotk  EEEH
Poltallock Limited Hong Kong 17,796 ordinary shares of 50%  Under liquidation

Eib HK$100 each B

17,796 SR E &
100872 B &K

Allied Overseas Limited



The Group’s share of the jointly controlled entity’s assets,
liabilities, income and expenses are as follows:

AEEEEZERBHOE AR - 8
- WA RBIZIT |

2010 2009

—E-2F —EENEF

HK$°000 HK$'000

FHET FHBT

Current assets mENEE - 657
Current liabilities mEBE - (83)
Net assets HEE - 574
Revenue WA - =
Other income HE A - 1
- 1

Total expenses LR - -
Profit for the year FWm - 1

The Group did not have any contingent liabilities or other
commitments relating to its jointly controlled entity directly.

7N £2 B 30 4t H AR i) 4 2E ) B R A
EEARARESREMANE -
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2010 2009

—E-%F —TTNEF
HK$'000 HK$'000
FERT FAT

Listed debt securities designated at BEASBEBEREATEYERZ

fair value through profit or loss FTRERES

- Hong Kong —&8 - 7,358
— Outside Hong Kong — BB LAIME R 44,277 45,029
44,277 52,388

Unlisted debt instrument designated at BERBRBEBZHEATESEZ
fair value through profit or loss FEmEBIA 20,173 -
64,450 52,388

There was no specific terms for the unlisted debt instrument
while key terms of the listed debt securities are summarised
below:

Coupon interest rate 4.625% to 9.547%
Maturity 2015 or perpetual

The fair values of the Group’s investments in listed debt securities
and unlisted debt instrument have been measured as described in
note 34.8 to these financial statements.

FLEMEBTALEFEMRK  MLH
BB ESF < E2EFBURAT ¢

A A1 & 4.625%%9.547%
IS —E—RFHKA

Sl

Z

2|

AEBR ETEBEAFLIELTEREL
B 7 % B 0N A TR 15 A B 75 ) 2% B
FE34 8FTHlEETE -

2010 2009

—E-EF —ZTENEF

HK$’000 HK$’000

FERT FET

Medicines and dispensary supplies z24) K B8 % F - 15,806
Consumables SHFE - 726
- 16,532

Allied Overseas Limited



2010 2009

—E-EF —ZTTNF

HK$’000 HK$'000

FHT T

Trade receivables, gross E F W IR B 1,124 138,869
Less: Provision for impairment of trade W B SRR R EEE

receivables (217) (4,200)

Trade receivables, net H 5 W T 5 907 134,669

Customers of the elderly care services in general are required to
pay fees in advance. Trade receivables at 31st December, 2009
included those of the Disposal Group which generally have 30
to 60 days’ credit terms. No interest is charged to the Group’s
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. Based on
the invoice dates, the ageing analysis of trade receivables, gross
is as follows :

EERBEFP—RFBZRBEM - N =
TENF+T A=t HNEFRKZK
HERRBECEhREMNREFIE - —
MRBE30E60AZIEEH - AEELER
EBRBETPUEAE - AEBRERE
BB RAEEEEREERRRK
mA G - REZRAY  B5K
WK TR AR RR 2 BRER AT A0 TS

2010 2009

—E-2F —TTNEF

HK$'000 HK$'000

FHET FHIT

Current to 30 days BNHAZ=30H 745 95,709
31 to 60 days 31260H 171 18,632
61 to 90 days 61290H 60 6,832
Over 90 days HB3B90H 148 17,696
1,124 138,869
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The directors of the Company consider that the fair values of
trade receivables which are expected to be recovered within one
year are not materially different from their carrying amounts
because these balances have short maturity periods on their
inception.

Ageing analysis of trade receivables that are not impaired is as
follows:

ARREZRR  BHER—FAKEZ
B REFIAEZ A FEERERETEEH
AR - RER U F &R A R RER 2
A& -

RABEE 2 EUFIAZ R a0 T

2010 2009

—E-ZF —EENF

HK$'000 HK$'000

FET FET

Neither past due nor impaired 3 #8360 HA SiORVE - 98,252
Less than 1 month past due mE LR —ER 712 15,031
1 to 3 months past due sE—=={EAH 166 12,851
Over 3 months past due 7 HAFR @ = (@ A 29 8,535
907 134,669

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

Trade receivables that were past due but not impaired related to
a large number of independent customers that have a good track
record of credit with the Group. Based on past experience, the
directors of the Company believe that no impairment allowance
is 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.

Allied Overseas Limited

Y EBHSRENE 5 RUFAEAE
DM BT RIE R TP AR -

EBHERBEZESEKKIETIHRE
RAEEAKEERFTRIFERCHEZE
VEF - REBERR  AARESMH
5 MRFEHRMNE  BREEERY
AREBELEBAEY  MZELERDERER
AWK E - BB AL ERDRE
B AEEYERZFERTEEM
EM R EMBRETERZRE



The movement in the provision for impairment of trade
receivables is as follows:

B RWGRREREESINT

2010 2009

—E-ZF ZETNF

HK$'000 HK$'000

FExT T

At 1st January n—A—H 4,200 6,799

Amount written off during the year F RS (194) (3,265)
Impairment losses (written back)/ 2 (#@E) MERREER

recognised (note 7) (BfFEE7) (160) 666

Disposal of subsidiaries HEWNE QR (3,629) =

At 31st December nNt+t=—_A=+—H 217 4,200

The above provision for impairment of trade receivables
represents a provision for individually impaired trade receivable
of HK$217,000 (2009 : HK$4,200,000) with a carrying amount
of HK$290,000 (2009 : HK$6,236,000). Such provision was
determined based on evidence of impairment on both individual
and collective basis. The Group does not hold any collateral or
other credit enhancements over the impaired trade receivables
whether determined on an individually or collective basis.

B ZEKGIERERERERERE
290,000/ 7T (ZZFZ JL4F : 6,236,000
o) 2 BRI EE 5’ K EE
217,000/ 7T (ZZZ JL4F : 4,200,000
EIL) ZRBERE o ZBE TR E R
REBREEEMETE - AEEIL &R
ERKEEEFADHELE S EUR
BEATAKFERKEMAAEHZR
ﬁ% °

Group Company
58 A F

2010 2009 2010 2009
—E-%F TTNF —E-BF _TTNF
HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FTER FHET
Prepayment TEfTFRIE 747 3,684 367 537
Deposit paid by 10,680 29,904 10 35
Other receivables H th fE U Fh18 18,053 5,663 1,137 11
29,480 39,251 1,514 583

Included in the Group’s other receivables are consideration
receivable from Purchaser of the Disposal Group of
HK$15,515,000 (2009: Nil).

AEBZHEMEWFBEBCEREREC S
HEBEH 2 KE15,515,0008 T (=
TTNF ) o
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Cash and cash equivalents include cash at banks and in hand and
short-term bank deposits.

Key terms of the short-term bank deposits of the Group and the
Company are set out below :

RehkFRASEEBSRTFRNETR
FRRR S MEHRITER

AREBRARRAZERARITERZEIE
ERRESIAT

Group Company
L] A

Effective interest rates — BRAE-ER

fixed rate

At 31st December, 2010 RIE—FF 0.13% to 1% 0.89% to 1%
+=A=+—H 0.13% & 1% 0.89%Z1%

At 31st December, 2009 RZEBETZNF 0.15% t0 0.37% 0.15% t0 0.29%
+=-—A=+—H 0.15%%0.37% 0.15%%0.29%

Maturities BB

At 31st December, 2010 R-IE—FF 2 weeks to 1 month 1 month
+=-—B=+—H MEHZ1EA & A

At 31st December, 2009 RZBETNF 1 to 3 months 1 to 3 months
+=—A=+—H” 12318 A 12318 A

Short-term bank deposits of the Group and the Company are
eligible for immediate cancellation without receiving any interest
for the last deposit period.

Cash at banks of the Group and the Company earn interest at
floating rates based on daily bank deposit rates.

REBRARARZBPRTERAER
W E E—EF R E 2 BB 2 1B T BNES
BUH °

AEBEARRREFRNRITZERES TR
BERRITERR R 278 8 X REUF

B o
o

2010 2009

—e-%5 —TIAE

HK$’000 HK$'000

FERT FHT

Trade payables B D KIE 727 28,866
Other payables, accruals and deposits H b fERT IR - EETRE R

received B2 Wiz e 36,569 150,124

37,296 178,990

Allied Overseas Limited



Based on the invoice dates, the ageing

analysis of the trade

REZZAH  BFRNRBAZIRED

payables were as follows: T
2010 2009
—®-%F  -TEINF
HK$°000 HK$'000
FET FET
Current to 90 days ENEAZ=90H 727 26,389
91 to 180 days 91£180H - 1,760
Over 181 days HiE181H - 717
727 28,866

All amounts are short term and hence the carrying values of
the Group’s trade payables, other payables and accruals are
considered to be a reasonable approximation of their fair values.

The movements of deferred tax liabilities in respect of

AEBZREESENFR - EES
AR FELSBEREYD - AR
HERRASEEANTFERERS -

EXEHRBRABEZERESNEEINTE

depreciation allowance in excess of related depreciation are as ZEBIT
follows:
2010 2009
—g-%F -TINE
HK$'000 HK$'000
FERT FHTT
At 1st January Rn—H—H 300 508
Credited to profit or loss for FAFTAEZE (HES)
the year (note 8) (129) (208)
Disposal of interest in subsidiaries TENB R AR
(note 29) (BF5E29) (171) =
At 31st December RNt+t=B=+—H - 300
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At 31st December, 2010, the Group had tax losses arising in
Hong Kong of HK$17,844,000 (2009: HK$39,244,000), 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 tax losses as
they have arisen in subsidiaries that have been loss-making for
some time and/or it is not presently 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.

W_ZE—ZTF+-F=+—0  x&£H
RBEBEEZBIEEE /17,844,000
T(ZZEZNEE ¢ 39,244,000056 7T ) (&
FEBRERER)  JERBAANK
HELEZSEBBZ AR Z A REFRR G
o ARZEMBEBBIREBEARE —
BEREZMBARES Kk HIREH
I 4 B S FE R B m B AT AR SRR &R
R > B R ERERIEER B E
g °

AR ) ) B ROIR AN 2 B B X 48 B 7 A 1A
FISRER -

2010 2009
—g-%x “TENE
Number of Number of
ordinary shares HK$'000 ordinary shares HK$'000
EERYA TET EEl e TET
Authorised : ERE
Ordinary shares of BREE0.10BT
HK$0.10 each LEk 3,000,000,000 300,000 3,000,000,000 300,000
Issued and fully paid : BETRAR :
Ordinary shares of HK$0.10 BRAE.10E T
each EBR
At 1st January ®—HA—H 225,039,407 22,504 229,875,859 22,987
Repurchase i (18,076,803) (1,808) (4,836,452) (483)
At 31st December RtZA=+—H 206,962,604 20,696 225,039,407 22,504

Allied Overseas Limited



The Company repurchased its own share through the Stock
Exchange as follows:

Number of
ordinary shares of

Month of repurchase HK$0.10 each

RABEBRZFABEERGROMT

Price per ordinary share

Aggregate

SREE Highest Lowest consideration
0.107TZ SREBRER paid
BE AR EBER & BRIE BAERE
HK$ HK$ HK$'000
B BT TET
Year ended BEZ-E-ZF+ZR
31st December, 2010 =t+-ALFE
August 2010 “E-Z%N\A 18,076,803 4.10 4.10 74,115
Year ended BZ_EZNFE+ZA
31st December, 2009 =+—-HLEFE
February 2009 :;ﬁfjﬁ— A 818,000 1.95 1.90 1,598
April 2009 —ZTHEONA 1,124,452 2.20 2.20 2,485
May 2009 “ZTHhERA 40,000 2.62 2.60 105
June 2009 ZZTNERA 482,000 2.70 2.60 1,276
July 2009 “ETHELA 480,000 3.07 2.70 1,398
September 2009 —TTNFNA 256,000 4.05 3.89 1,017
October 2009 S 1,344,000 4.10 3.90 5,485
November 2009 “TENEF+—A 292,000 4.10 4.00 1,186
4,836,452 14,550

The repurchased shares were cancelled during the years ended
31st December, 2009 and 2010 and the issued share capital
of the Company was reduced by an amount equivalent to the
nominal value of these shares. The premium of the repurchased
shares has been charged to the share premium account and
retained profits.

The repurchases were made for the benefit of the Company and
its shareholders as a whole with a view to enhance the earnings
per share of the Company.

Subsequent to 31st December, 2010, there was no repurchase of
the Company’s ordinary shares.

MRz ROERBE-FEAFR=
T-EF A=t —ALFEAE
# - AR ZEBTRATMEIEE R

S FRBD 2 E{EARERD

PR [ Az 0

2t (8 B B 4t (B AR AR B s MRS

BRERODRARBRERRZE
mimiEH - AR

7 o

J s

BAREZ

A3 S O (] A
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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 7th 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
year 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; (ii) the average closing
price of the Company’s ordinary shares on the Stock Exchange
on the five consecutive trading days immediately preceding the
date of the offer of the share option; and (iii) the closing price of
the Company’s ordinary share 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 22th May, 2002.

Allied Overseas Limited

ARRBE M — AR D 2R AT &8 (T B 82
BEtdl]) RYAKERBRMIELE
BMAERSEE - R EERE -

R R E - ARRESFEAN
REBEBEFBEIAEE  RITEEHIEHR
TEF(BRBUIFNTES) M
AB - ERE - BXERSITRREZH
EERAIERBEREZAL  (EAH
HEBERELSAREXBERMEN
ZER - BRI BB EENR_TFT =
NAEB(TR®E ) BEARRHER
Ry - mMERIEA D BT 81K = 1TBUR
HEF] - BRIKBEZBAREF+FERE
X o

RERQ R E BRI EE L HE - RIB
HEREEE CEBRE(CIEREDE
KMERE) TP R o LT @mREE T
BHRBARAREMAEEITRGO 2
10% ° BRIERIRR RGBS IRHLAE -
BRIAE L BRTEM+ =@ B BE - &
AERSEERBEAEER D ZE)TE
BT 2BERESR 2BRNHBRE - TS5
BARBRREBAEETERIRZ1% °

ARARRELNB R TOEZXA
AN XNEHXIBTZRBRER @ B
AERAREERERD - PR ERE
ZITEMBHESEE - ERERBRT
TNEBBERAM AL+ -
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There were no share options granted under the Share Incentive
Plan during the year (2009: Nil). As at 31st December, 2010, the
Company had no outstanding share options under the Share
Incentive Plan (2009: Nil).

F R AR R A (D 2R B AT &1 R A
—EENFE) R-TB—TF+
A=1+—8  ARrREKMD ER 2
WERARITEZBRE(ZEZAF :

") -
(@) Group (a) £H
The amounts of the Group’s reserves and the movement FARBAEFENAEERZER
therein for the current and prior years are presented in the HEEHHERI NG ARRE
consolidated statement of changes in equity. BRNA o
(b) Company (b) 4F]
Share Retained
premium profits Total
% 175 (B REBER et
HK$’000 HK$’000 HK$'000
FHET THExT FTHExT
Balance at 1st January, 2009 R-ZZNF—H—H
R 83,109 409,499 492,608
Profit and total comprehensive 4 &% Al K 2 E U A
income for the year 488 - 763 763
Adjustment for final 2008 H-TTENFREKREIE
dividend (note 10) 2 FHE(M5E10) - 131 131
Repurchase of shares (note 26) B&[EIA% {7 (Hf3526) (14,067) = (14,067)
Balance at 31st December, ZETNF+Z )EJ
2009 and 1st January, 2010 £+ SPiamie
ifﬂfaz,ﬁﬁﬁ 69,042 410,393 479,435
Profit and total comprehensive 4 &% Al K& 2 E U A
income for the year 4R - 33,374 33,374
Special interim 2010 dividend =& —Z 4 5/5 5
(note 10) IR (F45E10) = (24,836) (24,836)
Special 2010 dividend (note 10) —ZE—ZFE & RIR S
(MfzE10) - (206,963) (206,963)
Repurchase of shares (note 26) B& @A (7 (FizE26) (69,042) (3,265) (72,307)
Shares repurchases expenses P& {5 E& B = (1,130) (1,130)
Balance at 31st December, RZE—ZTF+=A
2010 =t+—RZz#& - 207,573 207,573
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As mentioned in note 1, on 30th November, 2010, the Group
has completed the disposals of its equity interest in the Disposal
Group. Particulars of the disposal transaction are as follows:

B E1L - ARER_FT—TF
T—A=THEEKEEREELEER
2EEL - HERXHZFBAT

HK$'000
FAT
Net assets disposed of: EHEFEE :
Property, plant and equipment M - BE KRB 55,704
Goodwill EES 16,056
Other intangible assets EmEpEE 9,880
Deposits for purchase of items of property, plant WHEEYZE ~ MR M RETEE X 11,229
and equipment ZiE®
Cash and cash equivalents RERZERRESEE 30,890
Trade receivables B 5 e GRIE 151,771
Inventories FE 17,988
Prepayments, deposits and other receivables FERTRRIA - e KE MR FIR 34,975
Tax recoverable AU e 7 TE 1,253
Deferred revenue EFEWA (25,078)
Trade payables, other payables, accruals and B SEMNRIE - HMERNFIA « BstKIE
deposits received ke ke (176,845)
Deferred tax liabilities BETIEEE (171)
127,654
Gain on disposals of the Disposal Group (note 12.2) HEBEHERE 7 Uk (MEE12.2) 1,428,302
Total consideration BRE 1,555,956
Satisfied by : ATRBN AT -
Cash He 1,540,441
Consideration receivable (note 22) FEUW AR AE (P 5E22) 15,515
1,555,956
An analysis of net inflow of cash and cash HEREEERFRE R
equivalents in respect of the disposals of the ZRB\SEERAZ
Disposal Group is as follows: DHTEATR -
Cash consideration received EYERERE 1,540,441
Cash and bank balances disposed of EHERS MIRITER (30,890)
1,509,551

Allied Overseas Limited



At the reporting date, certain corporate guarantees were
given by the Group 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$31,623,000 at 31st December, 2010 (2009:
HK$37,106,000).

The Company did not recognise the financial
guarantee contracts as at 31st December, 2009
and 2010 as the directors of the Company
considered that it was not probable that the
payment of rental under respective tenancy
agreements would be in default.

Pursuant to the Share Sale Agreement, pending the
release of any securities, guarantees or indemnities
given by or binding upon the Group in respect of
any liability of the Disposal Group, the Purchaser
shall indemnify the Group against all amounts
paid by them after completion pursuant to any
such securities, guarantees and indemnities. The
following guarantees and performance bonds have
not been released as at 31st December, 2010:

Corporate guarantees were given by the Company
to a bank in connection with banking facilities
granted to the Disposal Group with an aggregate
amount of HK$20,000,000 at 31st December,
2010 (2009: HK$20,000,000). As at 31st
December, 2010, the banking facilities granted
to the Disposal Group subject to the corporate
guarantees given to the bank by the Company
were utilised to the extent of approximately
HK$4,902,000 for the issuance of bank guarantees
and performance bonds (2009: HK$3,950,000).

R|ER » REBERHETINRE

Eﬁﬁiﬁﬁﬁﬁﬁﬂﬁﬁ%ﬁ

ZETRRERAT

i) RZTE—ZFTF+=A
=f+—8" $ BB H B

BARFEI N 2 HEHH
mEETE=ZFREEAD
AR EBSTENE
31,623,000 T (= F=E
FLEE :37,106,000/8 7T ) °

RZZEZNFR=ZFT-F
F+-_A=+—H8 &R
AW EERTBERE
4 REREARARAESR
% - BN B A BT A
R MR IEEBEHEER
iz bl

RIERDEERZE T4
SEHRCELEE ZEM
BEERTRIEHORZEM
ReE - ERIBEREE
% BHARAERH
RTRERSE  EERET
P18 RIR A AR 5% AR A8

EREBEREMMNZ
BRI ERE - T
JIEREBOREERK =

RZE—ZFTF+ = A
=t+—8 " XRAHLE
EHEBERMERITR

AER EBSEA
20,000,000 7 T ( = &
Z L% : 20,000,000 &
L) c R-_TE—FF+—
A=+—H  BARAM
RITIRHE A RERMZ T
BEEHEBZRITHED
% B B 494,902,000 7% 7T
—ZEZTNF : 3,950,000
BI)EAE BRITHER
B RIRE B ARES ©
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(a)

— continued

(ii)

(iii)

— continued

At 31st December, 2010 the Group has an
outstanding guarantee in favour of a third party
in connection with a medical contract entered
into by a company within the Disposal Group. The
annual value of this medical contract amounts to
approximately HK$42,202,000 in 2010.

Pursuant to the Share Sale Agreement the Group
has given certain warranties and indemnities to
the Purchaser which the Purchaser may rely on for
any breaches. The Group has signed a tax deed to
indemnify the Purchaser for tax liabilities of the
Disposal Group prior to Completion which have
not been provided for in the closing account of
the Disposal Group as at 30th November, 2010.
The time claim for claims under the tax deed shall
be 7 years from completion and in respect of most
other claims, effectively within 12 months from
completion.

As at 31st December, 2010 and 2009, 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
considered remote.

Allied Overseas Limited

(ii) —&
RZE—ZTF+ = A
=+—H A&EBEE
REFE=FHRDEE
R HPREELHEEZR
K —B AR FTE] LM B
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T ZEFFESBENA
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@iy WEROEEHZ K&
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As lessee

As at 31st December, 2010, the total future minimum lease
payments payable by the Group under non-cancellable operating

leases are as follows:

EREBA
R-F—FF+-A=+-0 A%E
IR A 2 TR OB 4 2 R R
EBS M ReBmMT -

2010 2009

—E-EF —ETNEF

HK$’000 HK$'000

FET FET

Within one year —F RN 30,578 88,058
In the second to fifth years, inclusive EEERF(RIEHEME) 20,657 106,802
After five years AFi& - 9,007
51,235 203,867

The Group leases its office premises, elderly care homes, medical
centres and office equipment under operating leases. The leases
run for an initial period of one to six years, with options to renew
the leases or renegotiate the terms at the respective expiry dates
or at dates as mutually agreed between the Group and respective
landlords/lessors. None of the leases include contingent rentals.

As lessor

The Group subleases certain of its premises under operating lease
commitments, 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. None of the leases include

contingent rentals.

As at 31st December, 2010, the Group had total future minimum
lease receivables under non-cancellable operating leases as

AEERBEERNZHFEBERLE
WK EER  BETLERIER
B BOKONABMNF—FEXRF A
EEREETHOIREEERBMEAE
BEAEEXE HEAXRBEZ B H
EfREGT  HEHOBREIRHE

EREBEA
AEERBENAHHEEQ 2K EBRL A
EOHEETYE EHhEmcWEHEE
HIR=%F MOGRK—RITEKREP X
RES - HEROEEIAES -

RN-_ZT—ZTF+-_F=+—H A&EH
MR IR RIS < 48 & TR A I W 2 R 2R &%

follows: RESEEOT :
2010 2009
o —ZEENF
HK$'000 HK$'000
FER FHET
Within one year —FR 440 116
In the second to fifth years, inclusive FEEZFRF(BREEEMTE) 390 219

830 335
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2010 2009

—E-EF —ETNF
HK$'000 HK$'000
FHET FAT
Acquisitions of property, plant and BEME BB &S
equipment:
Contracted but not provided for EEEEIGES 110 1,402

In addition to the transactions and balances disclosed elsewhere
in these financial statements, the following transactions were
carried out by the Group with related parties during the year.

(a) Transactions with AGL and AGL’s subsidiaries

The Group had certain transactions with AGL and AGL's
subsidiaries, which are fellow subsidiaries of the Group
during the year:

(i) The Group paid insurance premiums of
approximately HK$4,322,000 (2009: HK$5,248,000)
to Sun Hung Kai Insurance Consultants Limited
("SHK Insurance”) in accordance with the relevant
insurance brokerage services agreement for a term
of 12 months, commencing from 1st January,
2010.

On 31st January, 2011, the Company entered into
a new insurance brokerage services agreement
with SHK Insurance for a term of two years
commencing from 1st January, 2011. The annual
caps were set at HK$1,500,000 and HK$ 1,650,000
respectively for each of the two years ending 31st
December, 2012.

Allied Overseas Limited
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7N & [ AR I 1B B /Y IR B
£ 40 AR 755 19 5 1m0 37 8 A
REBERBRAQR
BERR ) BHRELY
4,322,000 L ( —ZZTF
45 ¢ 5,248,000/ 7T) -
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(a) Transactions with AGL and AGL's subsidiaries —
continued

(ii)

(iii)

(iv)

(vi)

The Group paid corporate secretarial service fees of
approximately HK$948,000 (2009: HK$1,335,000)
to Wineur Secretaries Limited (“Wineur”) in
accordance with the relevant corporate secretarial
service agreement for a term of 12 months,
commencing from 1st January, 2010. The
agreement was terminated with effect from 1st
September, 2010.

The Group reimbursed AGL for 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 in accordance with the relevant sharing
of the management services agreement of
HK$ 1,740,000 (2009: HK$1,584,000).

On 31st January, 2011, the Company entered
into a new sharing of administrative services and
management services agreement with AGL for a
term of three years commencing from 1st January,
2011. The annual caps were set at HK$2,220,000,
HK$2,490,000 and HK$2,800,000 respectively for
each of the three years ending 31st December,
2013.

The Group incurred internal audit and compliance
consultancy service fee of approximately
HK$200,000 to AGL during the year (2009:
HK$300,000).

The Group received medical services fees from
Sun Hung Kai & Co. Limited of approximately
HK$932,000 (2009: HK$799,000).

The Group incurred financial advisory fee of
HK$200,000 to Yu Ming Investment Management
Limited (2009: Nil).

(a) BEEEERKEESEEZK
BRAETZXE &

(i)

(iii)

(vi)

AN E8 B AR 1R AR A9 2 B
ERBHEREBWMES
BAF([ERE])#MAA
A7 = BR 7% B £9948,000
BT (ZZEEZ N F
1,335,000/ 7C) - H=F
—ZEFE—F—HiEAH
+=@A - BER=Z—
TENA BRI -

RIRAE B & 12 BRS #
o AKERBAEEE
NeafReErEERBAEHE
FTi& A B\ A& B2 4#
B BB RBEER
X¥BEZREBRCER
1,740,000 5t ( —EF
L 1,584,000 7T) °

R=ZF——F—A=+—
B AArHEEEEER]
ST RS K B B R A
DEWE BT ——F
— A — Bzt AHE=F -
REZ-_ZE—=F+_4
=t—RI=EFEz4
€ _EBR % 5 A&2,220,000
7T~ 2,490,000 7T &
2,800,000 7T ©

AEERFARBESE
T REEZ AR E
% B8 8 & #9200,0007%8 7T
(ZZFZTNF : 300,000/
JT) °

AEBEEEMFBEEAR
ARAIMHMEERSEELD
932,000 L (ZZEZ 1.
£ 1 799,000/ 7T) °

AEEMEHITEERS
RARIZ T EERE
200,000 L (ZEZ N
FmE) o
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(@) Transactions with AGL and AGL’s subsidiaries -
continued
(vii)  The Group reimbursed AGL and Allied Properties
(HK) Limited HK$548,000 (2009: Nil) and
HK$235,000 (2009: Nil) respectively in relation to
expenses incurred for the disposal of the Disposal
Group.

(viii)  The Group incurred HK$200,000 for the use of a
yacht owned by AP Administration Limited (2009:
Nil).

(b) Outstanding balances with related parties
Included in the Group’s accruals are outstanding balances
with AGL and AGL’s subsidiaries of HK$2,559,000 (2009:
HK$2,153,000). Accruals to these related parties are
non-interest bearing and unsecured. Accruals are usually
settled by cash.

(c) Key management personnel remuneration
Key management personnel of the Group are members
of the board of directors. Details of key management
personnel remuneration are set out in note 13 to these
financial statements.

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investing activities. The financial risks include market risk
(including currency risk and interest risk), credit risk, liquidity risk,
other price risk and Fixed-fee Contracts risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the board of directors.
The overall objectives in managing financial risks focus on
securing the Group’s short to medium term cash flows by
minimising its exposure to financial markets. Long term financial
investments are managed to generate lasting returns with
acceptable risk levels.

It is not the Group’s policy to actively engage in the trading
of financial instruments for speculative purposes. The Group's
headquarters works under the policies approved by the board
of directors. It identifies ways to access financial markets and
monitors the Group's financial risk exposures.

Allied Overseas Limited
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34.1 Categories of financial assets and liabilities

34.1

The carrying amounts presented in the statements of
financial position relate to the following categories of
financial assets and financial liabilities:

TRHEEREEIE
MBIRAERM 25 2 R a7 E
NTEEeREERERABESR
7

Financial assets SREE
Group Company
£8 AT
2010 2009 2010 2009
—E-2BF —ZTTNF ZB-BF CITTNF
HK$'000 HK$'000 HK$'000 HK$'000
FTAER FHET TART FHETT
At fair value through ERBREDTEIR
profit or loss
Financial assets at fair value FREREATESR
through profit or loss TREE 64,450 52,388 - -
Loans and receivables BERKEWFE
Trade receivables 2 5 WA 907 134,669 - =
Financial assets included in STAFERMRE  RE M
prepayments, deposits and HMEWRIE L
other receivables SREE 28,733 35,567 1,147 =
Due from subsidiaries, net of  FEUSH B A RIFIE -
impairment HIBR R E - - 100,629 707,322
Cash and cash equivalents BeERERBSEE 1,643,986 226,939 1,604,675 123,525
1,673,626 397,175 1,706,451 830,847
1,738,076 449,563 1,706,451 830,847
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34.1 Categories of financial assets and liabilities -
continued

3.1 tRMEEREBIE-#F

Financial liabilities =R
Group Company
£8 NG|
2010 2009 2010 2009
—E-2F Z—TTNF ZT-FEF ZITITNF
HK$'000 HK$'000 HK$'000 HK$'000
THER FHT THT FTAT
At amortised cost RE R A
Due to a jointly controlled FE A — A 2R R4 ol R 3K
entity A 199 - -
Trade payables 25 ENFUR 28,866 - -
Financial liabilities included ST AE MR FIE -
in other payables, accruals FEETHIERE W
and deposits received HezemBE 99,860 24,130 4,190
Due to subsidiaries FETH B A Bl ZUR - 1,281,875 323,003
128,925 1,306,005 327,193
34.2 Foreign currency risk 34.2 MR

Currency risk refers to the risk that the fair value or future
cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Group’s
exposure to the risks of foreign currency is minimal, except
for financial assets at fair value through profit or loss
which are mainly denominated in United Stated Dollars
("US$"), as the Group's revenue is derived from customers
based in Hong Kong and it primarily purchases from
suppliers based in Hong Kong.

The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions,
assets and liabilities. The Group will monitor its foreign
currency exposure closely and will consider hedging
significant foreign currency exposure should the need
arise.

Since the HK$ are pegged to US$, there is no significant
exposure expected on US$ transactions and balances
whilst the currency peg remains in place.

Save for the above, the Group does not have any other
exposures to foreign currencies at 31st December, 2010
(2009: no exposure).

Allied Overseas Limited
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34.3

Interest rate risk

Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group’s and the
Company's exposures to interest rate risk arise from their
bank balances which bore interest at floating interest
rates. The Group has not used any derivative contracts
to hedge its exposure to interest rate risk. However, the
management monitors interest rate exposure and will
consider hedging significant interest rate exposure should
the need arises.

Details the interest rate profile of the Group’s and the
Company’s short-term bank deposits are set out in note
23.

At 31st December, 2010, it is estimated that a general
increase of 100 (2009: 100) basis points in interest rates,
with all other variable held constant, would increase
the Group's profit after tax and retained profits by
approximately HK$16,233,000 (2009: HK$1,262,000).

A decrease of 100 (2009: 100) basis points in interest rate
would have had equal but opposite effect to the amounts
shown above, on the basis that all other variables remain
constant.

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the reporting date and had been applied to the exposure
to interest rate risk for financial instruments at the
reporting date. The 100 basis point increase or decrease
represents management'’s assessment of a reasonably
possible change in interest rates over the period until the
next annual reporting date. The analysis is performed on
the same basis for 2009.

34.3 F=XREB

MERBRFREBMIAEZAFE
IR & 8 B T I A R E) K
BrEE - AEERARBEE
IF B R G B2 IRITAERR M A&
ERRERR o AR EYEERAE
APTETAES QS E AR
ZHERER - A BEEEER
MR @R - WA E
HRETAS 2 AN R ER o

REE KA RRZ R HRITER
Z MR FIEHHIFE23

RZE—ZTFE+_HA=+—8"
INF| R 2EEZI100E(—ZEZ A
& 10018) EE - mATEEAM
BHEMERTE AT AERZ
B R 18 0% ) K AR B 0k A1 #3510 49
16,233,000 T(Z T N4 :
1,262,000/ 7T) °

BREAAEMEREFTE - B
MEFDI100B(=ZFFNEF -
10018) EE S H EXFARZ &5
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34.4 Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group’s exposure to credit
risk mainly arises from granting credit to customers in the
ordinary course of its operations and from its investing
activities.

The Group’s maximum exposure to credit risk is limited
to the carrying amounts of financial assets, primarily
attributable to trade receivables, other receivables and
deposits paid and cash and cash equivalents recognised at
the reporting date summarised below:

344 ERK

EERRESRTAZISHT
AERBEERIAEZIGRETE
EARBAEERZMBRLZ
Rk - REBAXZEFERRE
EXREREAREBERATR
HREERKARERD -

AEEMARZ &RHEERRE
BRREMEEKREME TEX
BATHINEE B ERZES
FEMFIR - Hib IR - B
BE MRS RERREEE

2010 2009

—E-ZF —EENF

HK$'000 HK$'000

FExT FET

Trade receivables E 5 WA 907 134,669
Other receivables and deposits paid HiERREREMiZS 28,733 35,567
Cash and cash equivalents BeEhERBEEE 1,643,986 226,939
Overall net exposure 23 ) F RE 1,673,626 397,175

The Group continuously monitors defaults of customers
and other counterparties, identifies either individually or
by group, and incorporates this information into its credit
risk controls.

None of the Group’s financial assets are secured by
collateral or other credit enhancements.

In respect of trade and other receivables and deposits
paid, the Group is not exposed to any significant credit
risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The credit
risk for liquid funds is considered minimal, since the
counterparties are reputable banks with high quality of
external credit ratings.

Allied Overseas Limited
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34.5

34.6

Other price risk

Other price risk relates to the risk that the fair values or
future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than changes
in interest rates and foreign exchange rates). The Group
is exposed to change in market prices in respect of its
investments in listed debt securities and unlisted debt
instrument classified as financial assets at fair value
through profit or loss.

At 31st December, 2010, it is estimated that a general
increase of 10% of the price of the listed debt securities
and unlisted debt instrument, with all other variables held
constant, would increase the Group's profit after tax and
retained profits by approximately HK$5,382,000 (2009:
HK$4,374,000).

A decrease of 10% in the price of the listed debt securities
would have had equal but opposite effect to the amounts
shown above, on the basis that all other variables remain
constant.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects of
fluctuations in cash flows. In the opinion of the directors
of the Company, the Group does not have any significant
liquidity risk exposure.

The Group’s policy is to regularly monitor its liquidity
requirements to ensure that the Group maintains
sufficient reserves of cash to meet its liquidity
requirements in the short and longer term financial
liabilities.

34.5

34.6
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34.6 Liquidity risk - continued

The maturity profile of the Group’s financial liabilities as at
the reporting date, based on the contractual undiscounted

346 RBEESREM-&

AEEREBEORTRENFGE
MRBERERABRZEINEE

payments, was as follows : ALEAT ¢
On demand/
no fixed 3to
terms of Less than less than
repayment 3 months 12 months Total
RER
HE BEE ==
2XH JSR=EA +=@A Bt
HK$'000 HK$'000 HK$'000 HK$'000
THERT THET THET FTHET
At 31st December, 2010 R=-Z2-—ZF+=A
ETr=[E
Trade payables 2 5N FUR - 727 - 727
Financial liabilities included in &t A B AT 5018 - fESH
other payables, accruals and ~ FIEREUIEE 2
deposits received ERAE 4,959 26,983 1,903 33,845
4,959 27,710 1,903 34,572
At 31st December, 2009 R-ZEZNF+=A
=t+—H
Due to a jointly controlled e — RS Al b 2
entity A 199 - - 199
Trade payables B ST 9,939 18,927 - 28,866
Financial liabilities included in  F A EABFERTFUE « fEET
other payables, accruals and ~ FIEREWIES 2
deposits received TRAE 30,931 64,571 4,358 99,860
41,069 83,498 4,358 128,925
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34.6 Liquidity risk - continued

34.7

The maturity profile of the Company’s financial liabilities
as at the reporting date, based on the contractual
undiscounted payments, was as follows :

346 REBESEM-&

ARRREBEORFTRENFEGE
MRBERERARBRZIINEE
U (I

On demand/
no fixed 3to
terms of Less than less than
repayment 3 months 12 months Total
BER
EE EBET =z
BN LPR=EA +=@A st
HK$'000 HK$'000 HK$'000 HK$'000
TER FEx THERT TAERT
At 31st December, 2010 R=-ZE-ZFH+-H
ET= El
Due to subsidiaries FERH B A R ZIB 1,281,875 - - 1,281,875
Other payables H {th FERT IR 439 22,454 1,237 24,130
1,282,314 22,454 1,237 1,306,005
At 31st December, 2009 R-ZZEBhE+=A
Er=1[F
Due to subsidiaries N NGO 323,003 - - 323,003
Other payables Hofth & (- 5B = 2,332 1,858 4,190
323,003 2,332 1,858 327,193
Fixed-fee Contracts risk 347 EEWESHRR

The Disposal Group enters into certain Fixed-fee
Contracts, in which the Disposal 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.

EELEETVEERESH -
RIEZFAHN  CELERETHA
HERMBEHRL 2 BE
REMERRHAENMAEZ S
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KPR Z B IL A EERE - &
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34.7

34.8

Fixed-fee Contracts risk - continued

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 rates 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 31st December, 2010, no trade receivables and
deferred revenue of the Group attributable to its Fixed-
fee Contracts (2009: HK$5,824,000 and HK$4,449,000)
respectively. The Group is no longer exposed to fixed-fee
contracts risk at 31st December, 2010 as the disposal of
the Disposal Group was completed on 30th November,
2010.

Fair value measurements recognised in the
statement of financial position

The Group adopted the amendments to HKFRS 7
Improving Disclosures about Financial Instruments
effective from 1st January, 2009. These amendments
introduce a three-level hierarchy for fair value
measurement disclosures and additional disclosures about
the relative reliability of fair value measurements.

Allied Overseas Limited
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34.8 Fair value measurements recognised in the
statement of financial position - continued
The hierarchy groups financial assets into three levels
based on the relative reliability of significant inputs used
in measuring the fair value of these financial assets and
liabilities. The fair value hierarchy has the following levels:

- Level 1: quoted prices (unadjusted) in active
markets for identical assets;

- Level 2: inputs other than quoted prices included
within Level 1 that are observable for the asset,
either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and

- Level 3: inputs for the asset that are not based on
observable market data (unobservable inputs).

The level in the fair value hierarchy within which the
financial asset is categorised in its entirety is based on the
lowest level of input that is significant to the fair value
measurement.

The financial assets at fair value through profit or loss
in the consolidated statement of financial position are
grouped into the Level 2 fair value hierarchy (2009: Level
2). Fair values have been determined by reference to their
bid prices at the reporting date provided by the brokers,
which were derived based on vendors quotes and/or
published rates from Bloomberg/ Reuters/ Traders, and
have been translated using the spot foreign currency rates
at the end of the reporting period where appropriate.

The Group’s capital management objectives are to ensure the
Group’s ability to continue as a going concern and to provide an
adequate return to shareholders by pricing goods and services
commensurately with the level of risk. Following the recent
substantial disposal of the Discontinued Medical Service Business,
the Group intends to continue to operate and develop its elderly
care business in Hong Kong and to acquire or develop both
healthcare businesses and elderly care businesses in the PRC and
elsewhere as well as to diversify into other business sectors in
Hong Kong, the PRC and elsewhere.
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The Group actively and regularly reviews its capital structure and
makes adjustments in light of changes in economic conditions 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 monitors the level of its capital on an ongoing basis.
Capital of the Group comprises all components of owners’
equity. Capital of the Group at 31st December, 2010 was
approximately HK$1,703,189,000 (2009 : HK$339,887,000).

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
years ended 31st December, 2009 and 2010.

The board of directors declared a special dividend of HK$1.00 per
ordinary share (note 10).

As announced on 19th January, 2011, the board of directors
approved a bonus warrant issue for the shareholder(s) whose
name(s) appear on the register of members of the Company
at the close of business on 9th February, 2011 (the “Record
Date”), other than the excluded shareholders, on the basis of
one warrant for every five existing shares held on the Record
Date. Excluded Shareholder(s) are the overseas shareholder(s),
whose address(es) as shown on the register of members of the
Company at the close of business on the Record Date is/are
outside Hong Kong, to whom the directors of the Company,
having made enquiries regarding the legal restrictions under
the laws of the relevant jurisdiction or the requirements of the
relevant regulatory body or stock exchange in that jurisdiction,
consider it necessary or expedient not to offer the Warrants on
account either of legal restrictions under the laws of the relevant
jurisdiction or the requirements of the relevant regulatory body
or stock exchange in that jurisdiction. The warrants entitle
the holders to subscribe for new ordinary shares at an initial
subscription price of HK$5.00 per ordinary share in cash, subject
to normal capital adjustments. On 2nd March, 2011, 41,392,520
warrants, entitling the holders thereof to subscribe 41,392,520
ordinary shares have been issued. Dealings in the warrants on the
Stock Exchange commenced on 4th March, 2011.

Allied Overseas Limited
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