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Chairman’s Statement
+ EiReE

| am pleased to present the annual report of Allied Overseas Limited (“*Company”)
and its subsidiaries (collectively the “Group”) for the year ended 3 Ist December,
201I. For the year ended 3Ist December, 201 |, the Group recorded revenue
from continuing operations of approximately HK$98.5 million, a 2.3% decrease
compared to approximately HK$100.9 million in 2010. The decrease in revenue
mainly resulted from a decline in Senior Care's elderly home occupancy and
the closure of the Kwai Sing elderly home in April 201 |. Despite the lower
revenue and the start-up costs of our new medical and aesthetic equipment
division, the Group's profit for the year from continuing operations increased
from approximately HK$12.7 million in 2010 to approximately HK$14.7 million
in 2011, a rise of about 16.4%. The improvement in profit largely reflected the
increase in interest and investment income derived from the Group's bond related
investments and bank deposits. As a result of the disposal of the Group’s medical
and associated health services businesses in late 2010, the profit for the year
attributable to owners of the Company reduced from approximately HK$1,463.4
million in 2010 to approximately HK$13.2 million in 201 1.

The Group is presently principally engaged in the provision of elderly care
services and the distribution of medical and aesthetic equipment. The Group
has also invested in long term financial instruments as a treasury operation. The
medical equipment distribution business is carried out under the name of LYNX
Technology and was established in July 201 1. The Group disposed of its medical
and associated health services businesses on 30th November, 2010. Accordingly
2011 was the first full reporting year without the contributions from the medical
and associated health businesses.

On 24th May, 201 | the Group announced that it had entered into an acquisition
agreement (“Acquisition Agreement”) to acquire approximately 27.71% equity
interest in APAC Resources Limited (“APAC") shares. APAC Group is principally
engaged in (i) trading and investment in listed securities with a portfolio primarily
focused on natural resources and related sector and related industries; and
(i) trading in base metals and commodities. The acquisition constituted a very
substantial acquisition of the Company under Rule 14.06(5) of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (“‘Listing
Rules”) and was duly approved by shareholders of the Company (*‘Shareholders’)
at the special general meeting on | 6th August, 201 I.

On 24th October, 2011, the Company announced that the Acquisition
Agreement had lapsed. One of the conditions precedent relating to the receiving
of written approval by the purchaser, issued by or on behalf of the Treasurer of
the Commonwealth of Australia, stating that there were no objections under the
Australian Government's foreign investment policy and the Foreign Acquisitions
and Takeovers Act 1975 (Commonwealth of Australia) to the transactions
contemplated in the Acquisition Agreement, was not fulfilled by the long stop date
as extended.
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Chairman’s Statement == [& 3y 25

The lapse of the Acquisition Agreement enables the Company to search for and
review other investment opportunities and also would not rule out revisiting the
transactions previously contemplated thereunder in the future should an attractive
opportunity emerge. The Company will continue to seek investment opportunities
which offer good growth prospects and enhancement of shareholder value.
However, given the volatility of the worldwide equity market and the risk that
economic conditions may deteriorate, the Company will exercise caution in
identifying and evaluating any such investment opportunities. It is also the objective
of the Company to ensure there are adequate funds to meet its liquidity in
the short and long term. In view of the very low interest rate environment, the
Company has since 2009 diversified its treasury operations into bond related
investments that offer a better return to our Shareholders than bank deposits. The
debt securities already acquired by the Group are for terms exceeding |2 months
and issued by reputable institutions in Hong Kong and China which are either
issued for a specific term with a remaining maturity period exceeding |2 months
or in perpetual form and will be redeemable on their respective maturity dates or,
where applicable, callable on fixed call dates. Pending the identification of any new
possible acquisitions, the Company will continue its treasury policy of investment
in long term bonds and debt securities which provides a good return to the

Company for the benefit of our Shareholders.

The Company has a general dividend policy of paying a dividend of 40% of annual
nett profits together with special dividends as and when considered appropriate.
The Company has considered an appropriate final dividend to recommend to
Shareholders in the light of this policy together with other relevant facts. These
facts are inter alia that the Company undertook a HK$99 million share buyback
in 2010 and the unutilised balance of the HK$99 million was declared as special
dividend of HK12 cents per share in 2010. Further in January 201 I, the Company
declared a special dividend of HK$1.00 per share and made a one for five bonus

five year warrant.

The Board now proposes to recommend to Shareholders a final ordinary dividend
of HK2.6 cents per share representing 40% of nett profits together with a special
dividend of HK17.4 cents making a total dividend of HK20 cents per share.

The Company managed to preserve its financial strength in an economically
turbulent 201 |. The Group is debt free and has cash and bond related investments
of approximately HK$1,501.1 million. | would like to thank my fellow Directors,

our staff and our Shareholders for their continuing support during the year.

Arthur George Dew

Chairman

Hong Kong, 20th March , 2012
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Review of Operations
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FINANCIAL REVIEW

For the year ended 31st December, 201 |, the Group recorded revenue from
continuing operations of approximately HK$98.5 million, a 2.3% decrease
compared to approximately HK$100.9 million in 2010. The decrease in revenue
mainly resulted from a decline in Senior Care's elderly home occupancy and the
closure of the Kwai Sing elderly home in April 201 1.

The Group's profit for the year from continuing operations increased from
approximately HK$12.7 million in 2010 to approximately HK$14.7 million in
2011, an increase of approximately |6.4%. The improvement in profit, despite
a reduction in revenue and the start-up costs of our new medical equipment
division, was mainly due to the increase in interest and investment income. The
Group's interest and investment income derived from the Group's bond related
investments and bank deposits increased from approximately HK$6.0 million in
2010 to approximately HK$34.5 million in 201 1.

Included under “Other expenses, net” in the Consolidated Statement of
Comprehensive Income was a fair value loss on financial assets through profit or
loss of approximately HK$9.9 million. The main reason for the fair value loss was
the distribution of approximately HK$10.6 million from an unlisted security which
was included under interest and investment income.

The loss for the year from discontinued operations of approximately HK$1.5
million represents contractual adjustments to the gain on disposal of the Group's
medical and associated healthcare businesses in late 2010 upon finalisation of the
working capital adjustment.

As a result of the aforementioned disposal, the profit for the year attributable to
owners of the Company reduced from approximately HK$1,463.4 million in 2010
to approximately HK$13.2 million in 201 I.

BUSINESS REVIEW
Elderly Care Services — Senior Care

Senior Care recorded a drop of 2.5% in income from external customers from
approximately HK$100.9 million in 2010 to approximately HK$98.3 million in
2011, The decrease in revenue mainly resulted from a decline in Senior Care’s
elderly home occupancy and the closure of the Kwai Sing elderly home. Divisional
profit decreased from approximately HK$8.2 million in 2010 to approximately
HK$0.5 million in 201 1. The results of Senior Care were adversely affected by
the costs associated with the closure of the Kwai Sing Home, the impact of the
minimum wage legislation, cost increases in food and supplies and escalations in
rent.

Senior Care currently operates 6 elderly care homes with 1,299 beds of which
367 beds are pursuant to the Enhanced Bought Place Scheme (“EBPS”) under
contracts with the Social Welfare Department (“SWD"). Occupancy at 3Ist
December, 201 | was approximately 77.1%.

6 Allied Overseas Limited
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The introduction of the minimum wage legislation on Ist May, 201 | has increased
the salaries of most of our ancillary and personal care workers and caused a
one-off additional provision for unutilised annual leave. The expansion of the
private sector hospitals has created a surge in demand for physiotherapists
and registered and enrolled nurses. This has created a shortage of healthcare
professionals in the market and has driven up salaries.

In April 2011, we closed our Kwai Sing Home on the expiry of the lease. The
proposed rent increment and escalation in operating costs including food, supplies
and wages combined to make continued operation of the home unprofitable.

As most elderly residents are recipients of Comprehensive Social Security
Assistance (“CSSA™), it is difficult to pass on fee increases which exceed the
inflationary increases as announced by the Government. Notwithstanding this, the
SWD has introduced certain measures to partially alleviate the cost burdens faced
by elderly home operators for the financial year 201 1/12.

The SWD has granted EBPS operators an additional allocation for the dementia
supplement. This allowance will enable us to employ additional professional staff,
including occupational therapists and social workers, to enhance the care for
elders with dementia. The SWD has also increased the monthly purchase price of
each of the EBPS Al bed places for the provision of physiotherapy treatment and
rehabilitation training for the elderly by HK$91 | to further enhance the service
quality of private residential care homes.

We are pleased that our Hang Ying Home, Tai Wah Home and Tuen Mun Home
have all passed the assessment criteria of the “Quality Elderly Service Scheme”
awarded by the Hong Kong Productivity Council.

Medical and aesthetic equipment distribution — LYNX Technology
("LYNX")

In July 2011, the Group established LYNX, a new division which is engaged in
the distribution of technologically advanced medical equipment to hospitals,
medical centres and other healthcare facilities in Hong Kong and Macau. LYNX
also distributes cosmetic laser and skin care products to the aesthetic market. The
Group previously operated a medical equipment distribution business for more
than a decade until its disposal in 2002 as a result of business restructuring.

During the year, LYNX generated revenue of approximately HK$0.2 million with
an operating loss of approximately HK$ 1.6 million.

During the year, LYNX attended overseas medical exhibitions in Singapore and
Germany as one of the channels to source new product lines.
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As at the date of this report, LYNX is holding distributorships of the following
products:

I A point-of-care diagnostic Cholesterol analyzer for professional and home
use.

2. A catheter which is used to palliate tumours that currently are not
amenable to surgical removal.

3. A diagnostic ultrasound imaging system which uses ultrasound-based
diagnostic imaging technique to visualise subcutaneous body structures
including tendons, muscles, joints, vessels and intermal organs for possible
pathology or lesions.

4. A device together with consumables that are used for the minimally-
invasive treatment of varicose vein. It employs laser technology to treat
the disease through a laser fiber catheter.

5. A wide spectrum of aesthetic laser systems which employ various type of
laser for cosmetic applications.

6. A comprehensive range of foot care and footwear solutions that
are utilized by podiatrists, physiotherapists, occupational therapists,
orthopedists, chiropractors and many other health professionals in both
private practice and hospitals.

7. A series of high quality electrocardiographs (“ECG”), long-term ECG
monitor, spirometers and external defibrillators which are for used by
general medicine and specialist departments in hospitals.

8. A range of non-invasive quantitative ultrasound bone densitometers which
are used for measurement of bone density and diagnosis of osteoporosis.

OUTLOOK
Senior Care

With a 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.

8 Allied Overseas Limited
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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 201 |—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. EAl places). We have
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. However, there is a severe shortage of qualified professional nursing
staff in the private elderly market because of the preference in working for private
and public hospitals. Pursuant to the Elderly Services Association of Hong Kong, at
least 400 more nurses are needed in the homes to cope with the demand.

The operating environment of Senior Care is very challenging in 2012. Continued
staff shortages, high inflation rate and rising rentals present difficulties in maintaining
operating margins. The introduction of the minimum wage legislation in Hong
Kong on Ist May, 201 | caused a major cost increase for the industry which is
difficult to pass on to residents who rely on CSSA.

In 2012 the tenancy agreements for three of our homes are up for renewal. We
may close or relocate any of our homes which are not profitable.

LYNX

In the 201112 Policy Address (the “Policy”), the Government committed to
allocate HK$36 billion to Hospital Authority for healthcare services in order to
meet increasing public needs. In addition, an extra HK$2.6 billion will be granted
to buy and upgrade medical equipment. Pursuant to the Policy, there are new
hospital projects underway. Tin Shui Wai Hospital is under active planning. North
Lantau Hospital and expansion of Tseung Kwan O Hospital will be completed in
late 2016 (limited service shall be provided in 2013 Q3) and in 2013 respectively.
The pediatric medical center at Kai Tak will be completed in 2016 and preparation
for expansion of United Christian Hospital is underway.

In the 2012—13 Budget (the “Budget”), the Government stated that it had
reserved four sites at Wong Chuk Hang, Tseung Kwan O, Tai Po and Lantau
for the development of private hospitals. The government is also formulating
the land disposal arrangements for these sites, and plans to tender out the two
sites at Wong Chuk Hang and Tai Po in the first quarter of 2012. It is in line with
increasing demand from Mainland China visitors.

The Budget also stated that the amount of recurrent funding allocated to the
Hospital Authority will increase by nearly 40 per cent to HK$40 billion in 2012—
[3. In the coming year, HK$2.2 billion will be allocated to meet expenditure on
hospital projects, and HK$500 million to acquire and upgrade medical equipment
for public hospitals.
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These developments present a good business opportunity for the medical
equipment industry in coming years.

FINANCIAL RESOURCES AND LIQUIDITY

As at 3Ist December, 201 I, the equity attributable to owners of the Company
amounted to HK$1,509.5 million, representing a decrease of HK$193.7 million
from that of 31st December, 2010. The decrease was mainly attributable to the
payment of special 2010 dividend of approximately HK$207.0 million in February
2011,

During the year, there was no change in the issued share capital of the Company.

The Group’s cash and bank balances amounted to HK$1,095.7 million (31st
December, 2010: HK$1,644.0 million). It is the Group’s objective to ensure there
are adequate funds to meet its liquidity requirements in the short and longer term.

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

The debt securities acquired by the Group were issued by reputable institutions
in Hong Kong and China 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 value of the Group’s bond related investments amounted to HK$405.4 million
as at 31st December, 201 | (31st December, 2010: HK$64.5 million). The Group
has recognised a net gain (interest and investment income net of fair value losses)
of approximately HK$9.0 million from its financial assets at fair value through profit
or loss for the year 201 I.

Since the Group has 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, 201 | and 3 st December, 2010.

CURRENCY AND FINANCIAL RISK MANAGEMENT

The Group's main operating subsidiaries are located in Hong Kong and over
90% of the Group's revenue and 80% of the purchases during the year were
denominated in Hong Kong dollars.

[0 Allied Overseas Limited
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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, 201 |, 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.

PLEDGE OF ASSETS

At 3lst December, 201 I, the Group pledged HK$3.0 million to secure banking
facilities granted.

CONTINGENT LIABILITIES

Details regarding the contingent liabilities of the Group at 31st December, 201 |
are set out in note 29 to the consolidated financial statements.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATES

On 24th May, 201, the Group had entered into the Acquisition Agreement to
acquire approximately 27.71% equity interest in APAC Resources Limited but the
Acquisition Agreement lapsed on 24th October, 2011 as one of the conditions
precedent was not fulfilled by the long stop date.

Save as disclosed above, there was no material acquisition or disposal of
subsidiaries and associates by the Group.

MANAGEMENT AND STAFF

At 31st December, 2011, the total number of employees (including both
full time and part time) was approximately 450. Total staff costs amounted
to approximately HK$51.4 million (2010: continuing operations of HK$55.3
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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Profile of Directors and Senior Management
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ARTHUR GEORGE DEW

Mr. Arthur George Dew, aged 70, 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. Dew was appointed
a director and non-executive chairman of Tanami Gold NL (“Tanami Gold"), a

company listed on the Australian Securities Exchange, in December 201 |.

MARK WONG TAI CHUN

Mr. Mark Wong Tai Chun, aged 47, was appointed an Executive Director of the
Company in April 2000 and became the Chief Executive Officer of the Company
in November 2010. Mr. Wong is also director of certain subsidiaries of the Group.
Mr. Wong resigned as the Company Secretary of the Company in March 2012.
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 appointed an altemate director to Mr. Arthur
George Dew in Tanami Gold, a company listed on the Australian Securities

Exchange, in December 201 I.

|2 Allied Overseas Limited
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FRANCIS ). CHANG CHU FAI

Mr. Francis J. Chang Chu Fai, aged 57, 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.

LI CHAK HUNG

Mr. Li Chak Hung, aged 47, 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.

CARLISLE CALDOW PROCTER

Mr. Carlisle Caldow Procter, aged 71, 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. He was appointed an independent non-executive
director of Tanami Gold, a company listed on the Australian Securities Exchange,
in December 201 I.
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LEO LAM HON YIU

Mr. Leo Lam Hon Yiu, aged 46, has joined the Group since 1994. He is currently
the General Manager (Operations) of the Company, an executive director of
Senior Care Elderly Limited and LYNX Technology Limited and director of certain
subsidiaries of the Group. 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.

TAMKIT LING

Ms. Tam Kit Ling, aged 46, has joined the Group since 2000. She is currently the
Senior Finance Manager of the Group. 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.

DENNIS LIU WING KAI

Mr. Dennis Liu Wing Kai, aged 45, has joined the Group since 201 |. He is currently
the Sale Manager of LYNX Technology Limited. Mr. Liu has over |8 years working
experience in sales and marketing. Prior to joining the Group, Mr. Liu had been
holding a managerial position in a medical equipment supply company. He holds a
Bachelor of Science Honors in Actuarial Science from The University of Western
Ontario, Canada.

LEE SZE WAI

Mr. Lee Sze Wai, aged 29, was appointed the Company Secretary of the Company
on 20th March, 2012. He holds a Bachelor Degree in Economics and Finance
from the University of Hong Kong and is a member of the Hong Kong Institute of
Certified Public Accountants.

4 Allied Overseas Limited
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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.

CODE ON CORPORATE GOVERNANCE PRACTICES

In the light of the Code on Corporate Governance Practices (*CG Code”)
contained in Appendix |4 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 3|st December, 201 |, 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

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 Director: Mark Wong Tai Chun

(Chief Executive Officer (“CEO”))

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 12 to |4.

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”).
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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, ten 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.

Regular Board meetings each year are scheduled in advance to facilitate maximum
attendance of Directors. At least |4 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 quorum at meetings for approving any contract or arrangement

in which such Director or any of his associates have a material interest.

|6 Allied Overseas Limited
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Every Director is entitled to have access to Board papers and related matenials 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.

ROLES OF CHAIRMAN AND CEO

Code provision A2.1 of CG Code stipulates that the roles of chairman and CEO
shall be separate and shall not be performed 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; (i) 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, 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.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

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 existing Nomination Procedure has been included in the terms
of reference of the Nomination Committee with effect from the establishment of
the Nomination Committee on 20th March, 2012.

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 |st January, 201 1.

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.

BOARD COMMITTEES

The Board has established various committees, including a Nomination
Committee (established on 20th March, 2012), 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.

|8 Allied Overseas Limited
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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

3Ist December, 201 | are set out below:

HE-T——FT-A=+—ALFE =5F
NEFE  FZAEREREARZERILE
SEBIIT

Number of meetings attended/held

HEBITEEZIRE

Remuneration Audit

Board Committee Committee
Name of Directors EENF BEEg FHEES BREES
Executive Director: HITES :
Mark Wong Tai Chun (CEO) FRB(7TEAEE) 10/10
Non-Executive Director: FHITES :
Arthur George Dew (Chairman) WERE(F/E) 10/10
INEDs: VHHITES :
Francis J. Chang Chu Fai (Deputy Chairman) BN (5 ) 10/10 1/1 22
Li Chak Hung R 10/10 1/ 212
Carlisle Caldow Procter Carlisle Caldow Procter 8/10 I/1 2/2
Nomination Committee TREEE
The Nomination Committee, established on 20th March, 2012, is chaired by (EEZZEE& \: ——HFE=A-+HKY ' BE
the Chairman of the Board and comprises a majority of INEDs. Currently, the Ze@XEFEFEFE T EXE ABIIEHITE
Nomination Committee consists of four members, including Messrs. Arthur 5 o BT - IREEE @ HIUEAKE MR - BIEIk
George Dew (Chairman of the Nomination Committee), Francis J. Chang Chu 53k 4 (IREZEZES T FE) - BiiE@hksd - 2

Fai, Li Chak Hung and Carlisle Caldow Procter. The Nomination 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 Nomination Committee are:

(i) to review the structure, size and composition (including the skills,
knowledge and experience) of the Board and make recommendations
on any proposed changes to the Board to complement the Company's
corporate strategy;

(i) to identify individuals suitably qualified to become members of the Board
and select or make recommendations to the Board on the selection of

individuals nominated for directorships;
(iif) to assess the independence of INEDs; and
(iv) to make recommendations to the Board on the appointment or re-

appointment of Directors and succession planning for Directors, in
particular the Chairman of the Board and the CEO.

I 52 A K2 Carlisle Caldow Procterft 4 © IR B E 3(/5\
SERETHERABITERTS - WAERARD
ZHBEREERERERBYEXER -
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RHER
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The terms of reference of the Nomination Committee are available on the
websites of The Stock Exchange of Hong Kong Limited (“Stock Exchange”) and
the Company.

The Nomination Committee will meet as and when necessary to discuss the
selection or appointment of Directors and may also deal with matters by way of
circulation.

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 Remuneration Committee), Francis . 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:

() 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 Remuneration 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;

(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.

20 Allied Overseas Limited
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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;

(iif) 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 201 | 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 201 I. In 201 | and up to the date of this

report, the Remuneration Committee performed the works summarised below:

0] reviewed the existing policy and structure for the remuneration of the
Directors;
(ii) reviewed the performance of the Executive Director and recommended

for the Board’s approval the remuneration packages of and bonuses for

the Executive Director;

(i) reviewed and recommended for the Board's approval the service fees of
the INEDs; and

(iv) reviewed and recommended for the Board's approval the revised terms of
reference of the Remuneration Committee to align with the amendments
to the revised CG Code effective on Ist April, 2012.

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 |3 to the consolidated 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 |18th August, 201 |. Details
of the remuneration policy of the Group are also set out in “Management and
Staff” section contained in the Review of Operations on page | I.
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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 Audit
Committee), Francis J. Chang Chu Fai and Carlisle Caldow Procter. The Audit
Committee is provided with sufficient resources to discharge its duties and has

access to independent professional advice according to the Company’s policy if

considered necessary.

The major roles and functions of the Audit Committee are:

()

(if)

(ii)

(iv)

V)

(V)

(vii)

(viii)

(ix)

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;

to consider and discuss with the external auditor the nature and scope of
each year's audit;

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

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

to discuss any problems and reservation arising from the interim review

and final audit, and any matters the external auditor may wish to discuss;

to review the external auditor's management letters and management's

response;

to review the Group's financial controls, internal control and risk

management systems;

to review the internal audit plan, 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

to consider any findings of the major investigations of internal control

matters and management's response.
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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 Director and management;
and

(iii) INEDs are not in an effective position to implement policy and follow up

the same on a day-to-day basis.

The terms of reference of the Audit Committee are available on the website of
the Company.

The Audit Committee shall meet at least twice a year in accordance with its terms
of reference. Two Committee meetings were held in 201 | 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 2011. In 201 | and up to the date of this
report, the Audit Committee performed the works as summarised below:

(i) reviewed and recommended for the Board’s approval the audit scope and
fees proposed by the external auditor in respect of the final audit for the
year ended 3st December, 2010 (2010 Final Audit”), the interim results
review for the six months ended 30th June, 201 | (“201 1 Interim Review")
and the final audit for the year ended 31st December, 2011 (“201 | Final
Audit”) of the Group;

(i) reviewed the report from the external auditor and management letter in
relation to the 2010 Final Audit and the reports from the external auditor
in relation to 201 | Interim Review and 201 | Final Audit;
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(ii)

(iv)

v)

(V)

(vii)

(vii)

(ix)

9

(i)

reviewed and recommended for the Board's approval the financial reports
for the year ended 31st December, 2010, for the six months ended 30th
June, 2011 and for the year ended 31st December, 201 [;

reviewed the effectiveness of internal control system and risk management;

reviewed and recommended for the Board's approval the engagement
letter from an external professional firm for a review on the internal

controls of the Company;

reviewed and recommended for the Board’s approval 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;

reviewed and recommended for the Board's approval the revised terms of
reference of the Audit Committee to align with the amendments to the
revised CG Code effective on st April, 2012;

reviewed and recommended for the Board’s approval the modified
Related Party Transaction Policies and Procedures to align with the

amendments to the relevant Hong Kong Accounting Standard;

reviewed and recommended for the Board’s approval the modified

Connected Transaction Policy;

reviewed and recommended for the Board’s approval the modified

Whistle Blower Policy; and

reviewed the Price-Sensitive Information Guideline for the Board’s annual
review.

Executive Committee

The Executive Committee has been established since September 2003. 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.

(i)

(iv)

\)

()

(vii)

(viil)
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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:

0] to formulate and implement policies for the business activities, internal
control and administration of the Group; and

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

CODES FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

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

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Directors acknowledge their responsibility for preparing, with the support
from the Finance Department, the consolidated financial statements of the
Group. In preparing the consolidated financial statements for the year ended
31st December, 2011, 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. The Directors believe that they have selected suitable
accounting policies and applied them consistently, and made judgments and
estimates that are prudent and reasonable and ensure the consolidated financial
statements are prepared on the going concern basis.

The reporting responsibilities of the Company’s external auditor, BDO Limited
("BDQ"), are set out in the Independent Auditor's Report on pages 42 and 43.

26 Allied Overseas Limited

FITEBRRAREHTHEE AR
ZREEE  NAUEBENE I REEED -
HIERETEARARLERANERED -
AR

() BERBTEBASEEEEE - AED
EERITRZBUR + &

iy HEFERTIASEEBRBEE
N RESORERAKEREES KT
BRAM 2 SRR -

EERRMERETESXHZTAH

AR B EERAN LT AR AT 8%+ A E 2 L
TABERETESRXZNEESTAD ([T £
Al]) - (FRBEFETESFK S ZITRTH - &K
AAELRHEEHR  2REFCHARST &
BTIRETRAIFTELZ EIRE -

RABMERMIEETANEREREBRETES
RHZTR| - BUBARARREMBARZET
BE(REERRRAULABEEAARRHEES
ZARTERERGRER)RARRZESFEE
TEHRE °

¥

MRRTF
RS

REFEZHET - EFEREERBEAEE LS
BUMBHREZEME REREE-FT——F+=
A=ZT-RUEFREZGAMBHREE BRAE
BEBREMZETRA YIZREBSMAE
Bz EBMBHREEN(EFTERELER
ERNRE)  URDETEBRIEN 2 KE
HE BEFARMERZEMBREELRER
R - MATVEHIEN R EIEAIE - TRERIZR
B2 EEREUREMTEWER

RARINEZBENE B L RS TMEBHAE
RAR([LERR]) ZEREETHNFNLARSE
BEZBILIZBENRENA -



Corporate Governance Report TEERRE

Internal Control

The Board has the responsibility to review annually the effectiveness of the
Group’s internal control systems and ensure that the controls are sound and
effective to safeguard the Shareholders’ investments and the Group's assets at all

time.

The Group’s interal 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.

Subsequent to the completion of the very substantial disposal of medical and
associated health services in November 2010, BDO Financial Services Limited
("BDO Financial Services”), the independent internal control reviewer, has been
engaged by the Company to assess the adequacy of the internal controls of
the Company. An internal control review report was presented at the Audit
Committee meeting for review.

In 201 I, the Board, through the Audit Committee, 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.

External Auditors’ Remuneration

During the year, the remuneration paid/payable to the Group’s external auditors,
BDO and BDO Financial Services, is set out as follows:
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HER B EBRF AR IR RR 2 g o

R-T—FF+— A=iS REEMERRER
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mErERERRMBERAR AR (1B
BAE ) FHEARRZAREIEERR S B -
NEEERFARECRIBERZESEH - UK
ZEEEM-

R-ZT——F EFSCEEBERZEERIN
SEAFEZERGZMEE  YERIARFES
AR BERBETENER - BTNEEME
B UNMREMEINEIRENAHERERS
RH o

&

SINEAZ B R 2 B

RER - EXN BN FASBEINEZEELIZ
EERLEFVHEERZMSFEINT

HK$’000
Services rendered for the Group AAEE RSN RS FTET
Audit services ZE RS 280
Non-audit services (including review of interim results, IEZEARE (BIEEM P HEE -
internal control review, preparation of WEPESIE RET ~ RE SRS &
accountants’ report and other advisory services) H b BB R ARTS) 456
Total: B 736
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COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good communication with Shareholders.
Information in relation to the Group is disseminated to Shareholders in a timely
manner through a number of formal channels, which include interim and annual
reports, announcements and circulars. Such published documents together with
the latest corporate information and news are also made available on the website
of the Company.

The Company's AGM is a valuable forum for the Board to communicate
directly with the Shareholders. The Chairman actively participates at the AGM
and personally chairs the meeting to answer any question to ensure effective
communication with the Shareholders. The chairman of the Audit Committee,
Remuneration Committee and Nomination Committee or in their absence,
another member of the respective committees or failing that their respective
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 |0 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.

CORPORATE GOVERNANCE ENHANCEMENT

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, 20th March, 2012
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The board of directors of the Company (“Board”) presents its annual report and
the audited consolidated financial statements of the Company and its subsidiaries

(collectively “Group”) for the year ended 3Ist December, 201 1.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities of its
subsidiaries as at 31st December, 201 | are set out in note |7 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company are set out in
the consolidated statement of comprehensive income on page 44 and in the
accompanying notes to the consolidated financial statements.

A special dividend of HK$1.00 per ordinary share was declared on 19th January,
2011 and paid on |6th February, 201 1.

The Board has recommended a final dividend of HK2.6 cents per share (2010:
nil) and a special dividend of HKI7.4 cents per share (2010: HK$1.12 per share)
for the year ended 31st December, 201 | payable to the shareholders of the
Company (“‘Shareholder”) whose names appear on the register of members of
the Company on Tuesday, |2th June, 2012, making a total dividend for the year
2011 of HK20 cents per share (2010: HK$1.12 per share). Details are set out in
note 10 to the consolidated financial statements.

ARRzEEe([E5g ) AEEEA G RE
WBAR(FEI ALl DEE-_Z—F+=A
—+—HUIFEZFREEEZZEUBREE

%o

FEEK

RAR T —EHEEER AR - EfBARIR =
——¢+_H:—T——EIZEx%?I%@JEA?TT\SEﬁ%
MRMFEIT ©

XBEREFISE

AEBZEBERARE 2 BT DTN E4M4EZ
GETEW SRR MEEN 2 426 IECRARMITERA -

FRll B BB AR, 1,008 TERN T ——

F—A+HhHEM TR -_ZT——F_F+/<B
A e

EECDERREHE_T——F+=-_A=1+—
BItFEZ RBREFR2BII(ZE—FF ¢
£#) DRI BRI 748 ZT—F4F
128 T)  FRZZE—Z—F XA+ E!(E

i) 2 AR BRRAMAZ AR B BRER (T

B At —E——FE22FREBEAET
20BN (ZE—Z4F : RI1.12ET) - BEF

IBHIRRE IS RERMIFEI0

Annual Report 201 | &3 29



Directors' Report =2 & #RE

CLOSURE OF REGISTERS OF MEMBERS AND
WARRANT HOLDERS

(h

30

For determining the entitlement to attend and vote at the
forthcoming annual general meeting of the Company (“2012
AGM™)

The 2012 AGM is scheduled to be held on Tuesday, 29th May, 2012. For
determining the entitlement to attend and vote at the 2012 AGM, the
register of members and register of warrant holders of the Company will
be closed from Friday, 25th May, 2012 to Tuesday, 29th May, 2012 (both
days inclusive), during which period no transfer of shares and warrants of
the Company will be registered. In order for a Shareholder to be eligible
to attend and vote at 2012 AGM, all transfer forms accompanied by the
relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Tengis Limited of 26/F., Tesbury
Centre, 28 Queen’'s Road East, Wanchai, Hong Kong for registration not
later than 4:30 p.m. on Thursday, 24th May, 2012.

For determining the entitlement to the proposed final and
special dividends

The proposed final and special dividends are subject to the approval by
the Shareholders at the 2012 AGM. For determining the entitlement
to the proposed final and special dividends for the year ended 31st
December, 2011, the register of members and register of warrant holders
of the Company will be closed from Friday, 8th June, 2012 to Tuesday,
[2th June, 2012 (both days inclusive), during which period no transfer
of shares and warrants of the Company will be registered. In order to
qualify for the proposed final and special dividends, all transfer forms
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor Tengis Limited of
26/F., Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong for
registration not later than 4:30 p.m. on Thursday, 7th June, 2012. Subject
to approval by the Shareholders at the 2012 AGM, dividend warrants are
expected to be despatched to the Shareholders by post on or around
Tuesday, 26th June, 2012,

Allied Overseas Limited
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SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group for the last five

financial years, as extracted from the published audited financial statements and

reclassified/restated as appropriate, is set out below. This summary does not form

part of the audited consolidated financial statements.

MEBHEE

TXFrE AR A A 2 RERI T HER LR
FEENOE BNV ZAKERBEREY
BFEEZXENBERBBZHE - APEEL A
BREEZREMBEHRERZ— 80 -

Year ended 31st December,

BE+-A=1+—HLHFE

201 | 2010 2009 2008 2007
—2——F —T-TF “TTNF —TTN\F —TTLF
HK$000  HK$0O00  HK$000  HK$000  HK$000
FEx FHET FHET FHET FHET
RESULTS £
REVENUE 'ON
Continuing operations FIBICE TS 98,543 100,865 98,349 96,198 95,752
Discontinued operations AR R - 967,349 1,002,463 882,066 769,641
98543 1068214  1,100812 978264 865,393
PROFIT/(LOSS) BEFORE RRATSBLAT
INCOME TAX B (E5E)
Continuing operations HEREER 14,765 12,576 13,368 7467 32,793
Discontinued operations O AR | 4R H 75 (1,493) 1,457,456 75,619 67,743 38,800
13272 1,470,032 88987 75210 71,593
INCOME TAX CREDIT FrERiER
/(EXPENSE) /(%)
Continuing operations HIECBET (41) 74 (335) 140 (3,630)
Discontinued operations BRI EE - (6,723) (12,727) (10,830) (4,730)
41 (6,649) (13,062) (10,690) (8,360)
PROFIT/(LOSS) FOR THE YEAR & ]
ATTRIBUTABLE TO OWNERS & AFE{S
OF THE COMPANY FRiEF(E8)
Continuing operations BB SEER 14,724 12,650 13,033 7,607 29,163
Discontinued operations PRI R E X (1,493)  1450,733 62,892 56913 34,070
13,231 1463383 75,925 64,520 63,233
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31st December,

+=B=+-8
2011 2010 2009 2008 2007
—E——F ZT-TF ZTTNF ZTTN\F ZTTLF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THET FET T FET FHET
ASSETS AND LIABILITIES EEREE

Total assets REE 1,527,033 1741212 541,464 492,394 439,619
Total liabilities FES=L 17,576 38,023 201,577 188,244 132,207
Total equity st 1,509,457 1,703,189 339,887 304,150 307,412
Total liabilities and total equity BaERERE 1,527,033 1,741,212 541,464 492,394 439,619

PROPERTY, PLANT AND EQUIPMENT W% - BB Rk
Details of movements in the property, plant and equipment of the Group during K’%.%% MR NMERENFRNZ EFFEES

the year are set out in note 14 to the consolidated financial statements.

SHARE CAPITAL AND WARRANTS

Details of movement in the share capital and outstanding warrants of the
Company during the year are set out in note 25 to the consolidated financial
statements.

A bonus issue of 2016 warrants (stock code: 664) was made on the basis of one
warrant for every five ordinary shares held on 9th February, 201 1. Each 2016
warrant entitles its holders to subscribe in cash at a price of HK$5.00 per ordinary
share of HK$0.10 each in the share capital of the Company, at any time from the
date of issue on 4th March, 2011 to 4th March, 2016.

SHARE OPTION SCHEME

There were no outstanding share options throughout the year. A summary of the
Company's share incentive plan is set out in note 26 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

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.
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RESERVES

Details of movements in the reserves of the Company and the Group during the
year are set out in note 27 to the consolidated financial statements and in the
consolidated statement of changes in equity on page 48 respectively.

DISTRIBUTABLE RESERVES

As at 31st December, 201 I, the Company’s reserves available for distribution,
calculated in accordance with the Bermuda Companies Act 1981 (as amended
from time to time), amounted to approximately HK$1,459,206,000, of which
HK$5,381,000 and HK$36,012,000 have been proposed as final dividend and
special dividend for the year respecitvely.

DIRECTORS

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

Executive Director:
Mark Wong Tai Chun (Chief Executive Officer)

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. Arthur George Dew
and Li Chak Hung shall retire from office by rotation and, being eligible, offer
themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

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.

TERMS OF OFFICE FOR THE NON-EXECUTIVE
DIRECTORS

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.

fot: O

AR RAEBRAFEN BERBHEH
BHURNRA DS IRAI 7 RN B8 E 2 i A
RRBE -

] 53 ik & e

HE-Z——+-A=+—08 A2 7EE
BRE-NAN—FQ2RVE(ETEELT)E
2 ] 9K 5k 8 A 49 1,459,206,00078 7T+ H A
5,381,000/ 7T 136,012,000 7L B 2 BliE#1E A
REEREPIEE RFEFRIALE o

EE

RAFEREARERM/LEZARBAZES
(TE=DWT -

BITEE -
ERA(TTBAEZL)

HHITEE -
WEDE(EE)

BUIHBTTEF -
BEE(FEE)
L

Carlisle Caldow Procter

RIBEARQR] 2 AR4RIES7(1) R Q) K - IkEEE
A RFRE S ESRERT  HEEERTEE
ERET -

ESZREEN

BREREARRBRBFEAS ([RRBFAE])
tEREE ESHMBERARE L AKEAA
R—FABERECEERERRIN) M A FIAKIE
ZREB|IHBRFBEA]

FRITESZHEM

BN TES(BEB Y IENTES([ B Ik
WITEE ) HEASMFENIEEEE - T
BEE T —F+_A=1+—H HEEEH
TSR AASZ ARG ZARMA 2 BBIESERE
{a] B Ath 38 PR BIET AR AR ©

Annual Report 201 | &3 33



Directors' Report =2 & #RE

DIRECTORS’ INTERESTS

As at 31st December, 201 |, 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:

EFZiED

R-ZE——F+-_A=+t—H REBEHFLHE
Bl ([ 7E 77 R B ERD] ) E32GREMFEZ
BRMAE - EETAPRERTFEERENA
nE N EEEOEE R KRR (xR ES
KRG GEPIEXVED) PRA A TS

Approximate

Number of
shares and

% of the
relevant issued

underlying share capital

shares held 1LEH
Name of Directors Name of companies BEEROR BEETREZ Nature of interests
EEnE NEEH MEROBE HBYEIE  EmEdE
Mark Wong Tai Chun the Company (Note I) 143,043 0.06%  Personal interests
FR#H ARE(FEED (BN £
Li Chak Hung SHK Hong Kong Industries Limited 6,000 0.0001%  Personal interests
R (“SHK HK IND”) (Note 2) B AR

M TIREARAA
(& ) (fifEE2)

Notes: K3

I This represents an interest in | 19,203 shares and 23,840 units of warrants of the Company.

2. This represents an interest in 6,000 shares of SHK HK IND, a fellow subsidiary of the Company.

3. All interests stated above represent long positions.

Save as disclosed above, at 3Ist December, 2011, 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 |0 of the Rules Governing the Listing of
Securities on the Stock Exchange (“'Listing Rules”).

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 32 to the consolidated financial statements, no
contracts of significance to which the Company, its holding company, or any of
its subsidiaries or fellow 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.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

During the year and as at 31st December, 2011, none of the Directors of the
Company had any personal interests in the options to subscribe for shares in the
Company’s ultimate holding company, Allied Group Limited (“AGL"), granted
under the share option scheme of AGL nor in the warrants of the Company’s
direct holding company, Allied Properties (H.K) Limited (“APL"), to subscribe for
the shares of APL.

Save for the warrant holdings disclosed above, at no time during the year was the
Company, its holding company, or any of its subsidiaries or fellow 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.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS

At 31st December, 2011, 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:

Number of shares

MERGHRFZRHE

RAFREARBE_T——F+-_A=1+—H"
BEARBEER AR A RLZR A AME K E
BRAB(THARE])REY A REBERE
BRI - AR R BRI AR
BHEFE)ARAR([BAHE]) 2 RER
o EREEAEARS  ARBHEEERBE
HoEEZ Bf

B EXCERPTRT A 2 RIRIERE SN - ANATE] - HiE
BAE - HEEFKERRRE RN E QRN
FEANRBE2EE AL REREEULESK
RRSHEAEDE A B R Z B0 S EZ TS F

Eo
FRERRERMfIALTZHES

R-ZE——F+-_A=1t—H REEFLHAE
GEPISEIBIRREMFEZ ECMAE - AN
RER DS Z RN -

Approximate %

and underlying of the relevant

shares held  issued share capital
Name of Shareholders Nature of interests BEROR LERBEEIT  Notes
REREHE BEME HEROGBE REZBNEIL M
APL Interest of controlled corporation 178,042,931 86.02%
e M REHEE 2
AGL Interest of controlled corporation 178,042,931 86.02% 2
e B EEHER 2 s
Lee and Lee Trust Interest of controlled corporation 178,042,931 86.02% 3
REHEE 2
Allard Partners Ltd. Investment manager 15,626,000 7.55% -
REKIE
COL Capital Limited (“COL Capital”) Interest of controlled corporation 10,858,800 5.25% 4
hEREEERNBRAT REHEE 2
(THEBEER])
Chong Sok Un (*“Ms. Chong") Interest of controlled corporation 10,858,800 5.25% 5

Fzm ([ t])

SRRt A Pk 5
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Notes:

36

This includes interests in (i) 149,165,776 shares of the Company; and (i) 28,877,155 units of
warrants of the Company held by Wah Cheong Development (B.V.I.) Limited (“Wah Cheong”),
a wholly-owned subsidiary of Famestep Investments Limited which in tumn is a wholly-owned
subsidiary of APL. APL was therefore deemed, by virtue of the SFO, to have an interest in the
shares and underlying shares in which Wah Cheong was interested.

AGL owned approximately 68.29% 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 56.76% interests in
the issued share capital of AGL (inclusive of Mr. Lee Seng Hui's personal interests) and were
therefore deemed, by virtue of the SFO, to have an interest in the shares and underlying
shares in which AGL was interested. Mr. Chen Yue Jia, James (“Mr. Chen), the spouse of Ms.
Lee Su Hwei, held 400,000 shares and 80,000 units of warrants of the Company representing
approximately 0.23% interests in the issued share capital of the Company. Ms. Lee Su Hwei was
deemed, by virtue of the SFO, to have an interest in the shares and underlying shares in which
Mr. Chen was interested.

This includes interests in (i) 9,170,000 shares of the Company; and (ii) 1,688,800 units of
warrants of the Company held by Sparkling Summer Limited (“Sparkling Summer”), a wholly-
owned subsidiary of Classic Fortune Limited which in turn is a wholly-owned subsidiary of COL
Capital. COL Capital was therefore deemed, by virtue of the SFO, to have an interest in the

shares and underlying shares in which Sparkling Summer was interested.

This represents the same interest of COL Capital in (i) 9,170,000 shares of the Company; and (i)
1,688,800 units of warrants of the Company. COL Capital is beneficially owned by Vigor Online
Offshore Limited (“Vigor Online”) as to approximately 70.1 19%. Vigor Online is a wholly-owned
subsidiary of China Spirit Limited (“China Spirit”), a company wholly and beneficially owned by
Ms. Chong. Vigor Online, China Spirit and Ms. Chong are therefore deemed, by virtue of the

SFO, to have an interest in such shares and underlying shares.

All interests stated above represent long positions. As at 31st December, 201 |, 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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CONTINUING CONNECTED TRANSACTIONS

()

Sharing of Administrative Services and Management Services
Agreement

As disclosed in the announcement of the Company dated
31st January, 2011 and the 2010 Annual Report of the Company,
the Company entered into a sharing of administrative services and
management services agreement (“Services Agreement”) with AGL, the
substantial shareholder (as defined in the Listing Rules) of the Company
through its interest in APL, the controlling shareholder of the Company, on
3lst January, 201 |, pursuant to which (1) the Company agreed to renew
and extend the terms of the sharing of management services agreement
dated 3lst January, 2008 for a period of three years commencing from
Ist January, 2011 to 31st December, 2013 in relation to the management
services, which included the management, consultancy, strategic and
business advice services provided by the senior management and the
selected staff of AGL to the Group (“Management Services"”); and (2)
the Company requested and AGL agreed to provide the administrative
services, which included corporate secretarial services, provision of
place to keep statutory books, office space, utilities, courier and delivery,
telephone (including international telephone), intemet, photocopying and
other ancillary office services to the Group (“Administrative Services").
The Company agreed to reimburse AGL the costs incurred in respect
of the Administrative Services and the Management Services provided
by AGL to the Group. The annual caps for the transactions in respect
of the management services under the 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. The total amount
paid to AGL for the financial year ended 31st December, 2011 was
approximately HK$2,220,000.
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Insurance Brokerage Services Agreement

As disclosed in the announcement of the Company dated
3lst January, 201 |, the Company entered into an insurance brokerage
services agreement (“Insurance Brokerage Services Agreement””) with Sun
Hung Kai Insurance Consultants Limited (“SHK Insurance”), an indirect
wholly-owned subsidiary of Sun Hung Kai & Co. Limited, which in tum
is an associate of the substantial shareholder of the Company and hence
connected person of the Company as defined under the Listing Rules, on
3lst January, 201 | pursuant to which SHK Insurance agreed to provide
packaged insurance brokerage services to the Group for a term of two
years commencing from Ist January, 2011 to 3Ist December, 2012. 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 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. The total amount of
insurance premium paid to SHK Insurance for the term of the agreement
was approximately HK$ 1, 158,000.

Accordingly, the transactions contemplated under the Sharing of Administrative

Services and Management Services Agreement and the Insurance Brokerage

Services Agreement constitute continuing connected transactions of the Company

("Continuing Connected Transactions”) under Rule [4A.14 of the Listing Rules,

which are subject to the reporting, announcement, annual review requirements

but are exempted from independent shareholders’ approval requirement. Details

of the Continuing Connected Transactions were published in the Company's

announcement dated 31st January, 201 | and are included in this Annual Report

in accordance with the requirements of Rules 14A45 and 14A.46 of the Listing

Rules.
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Pursuant to Rule [4A.37 of the Listing Rules, INEDs of the Company, being
Messrs. Francis J. Chang Chu Fai, Li Chak Hung and Carlisle Caldow Procter, have
reviewed the Continuing Connected Transactions and have confirmed that the

Continuing Connected Transactions were entered into:

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

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;

(ii) had been entered into in accordance with the relevant agreements
goveming 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 32 to the consolidated
financial statements pursuant to the requirements under the Hong Kong
Accounting Standard 24 and falls under the definition of “continuing connected
transaction” in Chapter [4A of the Listing Rules. The Company has complied with
the disclosure requirements, where appropriate, in accordance with Chapter [4A
of the Listing Rules.
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EMOLUMENT POLICY

Details of the Directors’ emoluments and of the five highest paid individuals in the
Group are set out in note |3 to the consolidated financial statements.

The emolument policy of the employees of the Group is set up by the Executive

Committee on the basis of their merit, qualifications and competence.

The emoluments payable to Directors 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, having regard to
the Company's operating results, individual's performance and comparable market

statistics.

The Company has adopted a share incentive plan as an incentive to Directors and
eligible employees, details of the share incentive plan is set out in note 26 to the
consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate revenue and purchases attributable to the Group's
five largest customers and suppliers respectively accounted for 33.4% and 36.1% of
the Group's total revenue and purchases for the year. The revenue and purchases
attributable to the Group's largest customer and supplier amounted to 32.8% and

10.1% of the Group's total revenue and purchases respectively.
None of the Directors, their associates or any shareholders, which to the
knowledge of the Directors, owned more than 5% of the Company'’s issued share

capital, had a beneficial interest in any of the Group's five largest suppliers and

customers.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed
any of the Company’s securities during the year ended 3 1st December, 201 1.

DONATIONS

The Group made no charitable donations during the year.
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of corporate
governance practices. Information on the corporate governance practices adopted
by the Company is set out in the Corporate Governance Report on pages |5 to
28.

SUFFICIENCY OF PUBLIC FLOAT

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.

AUDITOR

The consolidated financial statements for the year ended 31st December, 2009
were audited by Grant Thornton (“GTHK"), now known as JBPB & Co. Due
to a merger of the businesses of GTHK and BDO Limited (“BDO”) to practise
in the name of BDO, GTHK resigned and BDO was appointed as auditor of
the Company effective from 3rd December, 2010. The consolidated financial
statements for the years ended 31st December, 2010 and 201 | were audited by
BDO.

A resolution will be submitted to the AGM of the Company to re-appoint BDO as
auditor of the Company.

On behalf of the Board

Mark Wong Tai Chun
Executive Director

Hong Kong, 20th March, 2012
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Independent Auditor's Report
VR LGRS

IBDO

TO THE SHAREHOLDERS OF ALLIED OVERSEAS LIMITED
(incorporated in Bermuda with limited liability)

BDO Limited

Hong Kong

Telephone: (852) 2218 8288
(852) 2815 2239

Telefax:

We have audited the consolidated financial statements of Allied Overseas
Limited (the “Company”) and its subsidiaries (together the “Group”) set out on
pages 44 to 120, which comprise the consolidated and company statements of
financial position as at 3 st December, 2011, 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.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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 interal 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.

AUDITOR’S RESPONSIBILITY

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 Bermuda 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.
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Independent Auditor's Report
T N A% A R

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 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.

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 3Ist December, 201 I,
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, 20th March, 2012
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Consolidated Statement of Comprehensive Income

e

For the year ended 31st December, 2011 #% ‘ f

2011 2010
—B——F —E-TF
Notes HK$’000 HK$'000
liEsg FHET FHT
Continuing operations BEREE
Revenue PN 6 98,543 100,865
Other income and gains HABUG A Rk ES 37,528 12,274
Changes in inventories recognised as an expense EEEWE'ﬂiZﬁfm (172) =
Employee benefits expense EERFFX (51,434) (55,347)
Depreciation e (986) (742)
Other expenses, net HibFAZ 55 (68,714) (44,474)
Profit before income tax KR ET1SFLR T A 7 14,765 12,576
Income tax (expense)/credit FriERi(FR%) 2 8 (41) /4
Profit for the year from continuing operations BB S ESFE RN 14,724 12,650
Discontinued operations ERIREEK
(Loss)/profit for the year from BRIHEEEBFN(ER),
discontinued operations el 12 (1,493) 1,450,733
Profit and total comprehensive income A REE AEMS
for the year attributable to owners FREFR
of the Company ZHWALE 9 13,231 1,463,383
201 | 2010
—E——F —T-TF
HK cents HK cents
Bl AL
Earnings per share from continuing operations 82 Bl#EE A FE(LISE
attributable to the owners of the Company BEEBEIBRER Il
Basic and diluted BEARREE 7.1 5.8
(Loss)/earnings per share from discontinued RRBREEABEEL L
operations attributable to the owners REEBER(EBE) BR
of the Company [l
Basic and diluted EARREE (0.7) 667.0
Earnings per share attributable to AATEBAELETRER
the owners of the Company Il
Basic and diluted EARRES 6.4 6728
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Consolidated Statement of Financial Position

sre BISARL

As at 31st December, 2011 R=ZF——F+=-A=+—H

2011 2010
—2——fF —E-TF
Notes HK$’000 HK$'000
Bt e FET FHET
ASSETS AND LIABILITIES BEEREE
Non-current assets FREBEE
Property, plant and equipment Y - BB NRE 14 2,142 994
Goodwill kS I5 1,358 1,358
Financial assets at fair value through BPERE AT EYRZ
profit or loss TEEE 18 405,383 64,450
408,883 66,802
Current assets RENEE
Inventories FE 19 1,369 -
Trade receivables Z S EWRIE 20 932 907
Prepayments, deposits and other receivables TERTRIE © 1R2e RH MR EIE 2 20,040 29,480
Tax recoverable Al Y EIFiTE 136 37
Pledged bank deposit RITHERER 22 3,000 =
Cash and cash equivalents RekERRCEE 22 1,092,673 1,643,986
1,118,150 1,674,410
Current liabilities REEE
Trade payables, other payables, accruals B HEMNFIA - BN FIE -
and deposits received FEETRE & B YIRS 23 17,096 37,296
Deferred revenue PRI A 480 554
Tax payable FERTHIA - 173
17,576 38,023
Net current assets RBEEZEE 1,100,574 1,636,387
Total assets less current liabilities and net assets BAEERM BB EBREERE 1,509,457 1,703,189
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Consolidated Statement of Financial Position
T A SARR

As at 31st December, 2011 A -ZE——F+_H=+—H
2011 2010
—EB——fF T -TF
Notes HK$’000 HK$'000
Bt THET FHET
EQUITY i
Equity attributable to owners of the Company ~ AAA RHEHE AEGER
Share capital SN 25 20,696 20,696
Reserves B 27(a) 1,447,368 1,475,530
Proposed dividends BoRA% S 10 41,393 206,963
Total equity b 1,509,457 1,703,189
On behalf of the Board EEERW

Arthur George Dew
Director
IEIE

BFE
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Statement of Financial Position

BrsHR R

As at 31st December, 2011

BT —F+=A=+—R

2011 2010
—g——%| =—T-TF
Notes HK$’000 HK$'000
B aE FET FHT
ASSETS AND LIABILITIES EENERE
Non-current assets FREBEE
Interests in subsidiaries NG EYNGIPA 2 17 454,837 135,072
Current assets REEE
Prepayments, deposit and other receivables FERFRIE - RE REAM
FEWI R IE 21 1,217 1,514
Tax recoverable AUk B F IR 37 37
Cash and cash equivalents RekERREEE 22 1,075,389 1,604,675
1,076,643 1,606,226
Current liabilities REBEE
Other payables and accruals H At T 5RI8 & JE AT 5RIR 1,354 24,191
Amounts due to subsidiaries KRB A T IE |7 50,224 1,281,875
51,578 1,306,066
Net current assets hEBEEFE 1,025,065 300,160
Net assets EEFE 1,479,902 435232
EQUITY fE=
Share capital A% 25 20,696 20,696
Reserves #1E 27(b) 1,417,813 207,573
Proposed dividends FHIR AR B 10 41,393 206,963
Total equity et 1,479,902 435232
On behalf of the Board AEEEMm

Arthur George Dew
Director
WEEE

BE

Mark Wong Tai Chun
Director
IKR#

EE
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Consolidated Statement of Changes in Equity

= A\ p2E 2K AEA
IZ\‘/\ &/\

For the year ended 31st December, 201

Share Share Retained Proposed Total
capital premium profits dividends equity
BE  ROEE REEFN BRRE  EREH
Notes HK$’000 HK$000 HK$000 HK$000 HK$’000
By aE FTHET THET THET THERT TET
Balance at Ist January, 2010 RZT—FTF—-H—H
ZREER 22,504 69,042 248341 - 339,887
Profit and total comprehensive income 4 R Fl 2 2 EIUA
for the year b - - 1,463,383 — 1463383
Special 2010 dividend declared ER-F-TFRFHKRE 10 = - (206,963) 206963 -
Transactions with owners: Eﬁi%#ﬁ_/\zﬁ
Special interim 2010 dividend @Eimuﬁp HEs 10 - - (24,836) = (24,836)
Repurchase of shares E%@Hx@ 25 (1,808) (69,042) (3,265) - (74,115)
Shares repurchases expenses BERDZ X - - (1,130) - (1,130)
(1,808) (69,042) (29,231) - (100,081)
Balance at 3|st December, 2010 R-Z—ZF+—-A
and Ist January, 201 | =+—Bk=Z—%F
—A—B2&&H 20,696 - 1,475,530 206,963 1,703,189
Profit and total comprehensive income 4 Al & FF A 2 EUA
for the year FEke] - - 13,231 - 13,231
Final 201 | dividend declared FRZE——FRBE 10 = = (5381) 5,381 =
Special 201 | dividend declared BRZE——FHAIRE 10 = = (36012) 36012 =
Transactions with owners: BERANZRS
Special 2010 dividend paid RN —E—SFHRIRE 10 - - - (206,963) (206,963)
Balance at 31st December, 201 | R-ZZE——&+=A
=t—-R2&& 20,696 - 1447368 41,393 1,509,457
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Consolidated Statement of Cash Flows

/\\/\ EE\///HJ@%%

For the year ended 31st December, 2011 #; —F+ZA=1T—HILFE

2011 2010
- —T-TF
Notes HK$’000 HK$'000
Bt e FHExT FHET
Cash flows from operating activities of REFEARERCKRIEREEE
continuing and discontinued operations ZRETECRERE
Profit/(loss) before income tax BETEE RS, (EE)
Continuing operations RHEISE 5T 14,765 12576
Discontinued operations EAR IR T (1,493) 1,457,456
Total =t 13,272 1,470,032
Adjustments for: KR
Loss/(gain) on disposal of subsidiaries HENMBARIEER, (W) 28 1,493 (1,428,302)
Bank interest income H|RITHBHA 7 (15,633) (1,608)
Interest and investment income from financial 2R B i&E @B mIZ A ES R
assets at fair value through profit or loss ZERMBEZFEHLEWA 7 (18,916) (4,407)
Depreciation e 7 986 18,604
Impairment losses/(written back) B HRKRIAZ
on trade receivables BMEEE,(#E) 7 17 (160)
Impairment losses on other receivables H b IR IR 2 R E RS 18 7 71 =
Loss on disposal/write-off of items of HE MIEE - BB REE
property, plant and equipment, net B ZEEFE 7 50 36
Fair value losses/(gains) on financial assets 8 E RS BERL AT ESR
at fair value through profit or loss ZEMEBEZ ANTERSE
(Wz) 7 9,945 (2,574)
Operating (loss)/profit before working capital Rt BEESEERZ
changes e (E18), /R (8,715) 51,621
Decrease in an amount due to a jointly e — R R FIE
controlled entity Ve - (199)
Increase in inventories FEEN (1,369) (1,456)
Increase in trade receivables B 5 FE W GRIBIE AN (42) (17.849)
Decrease/(increase) in prepayments, deposits ?Eﬁ RIB - e REMEWKIE
and other receivables /(i*j]l]) 14,527 (8/426)
(Decrease)/increase in trade payables, other ’féf%JEH,TA H e RIR
payables, accruals and deposits received ﬁEa‘I',fAIE&EHQHzé%(/BZ} )/
byl (20,200) 35,151
(Decrease)/increase in deferred revenue FEEWA G ),/ 18N 74 6278
Cash (used in)/generated from operations KB (FTA) T8RS (15,873) 65,120
Income taxes paid BRGNS (313) (7410)
Net cash (used in)/generated from operating KRR (BT, EEZ
activities b (16,186) 57,710
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For the year ended 31st December, 2011 # %= —F+-A=+—BHIFE

2011 2010
—EB——fF T -TF
Notes HK$’000 HK$'000
Bt THET FHET
Cash flows from investing activities of REFEKERERIEREXR
continuing and discontinued operations ZREZBHZHERE
Purchases of items of property, BAME - BE&&EIEE
plant and equipment (2,218) (36,829)
Proceeds from disposals of items of property, HEWE - BEMREEE
plant and equipment FiSkIA 34 4
Acquisition of financial assets at fair value through B ABEBERIZE AT ESRZ
profit or loss TREE (350,878) (29,651)
Proceeds from disposals of financial assets HEFEBERIE A TESRZ
at fair value through profit or loss BB EMSHIA - 20,163
Deposits paid for purchases of property, BAME - BE &K
plant and equipment Bfiee (9,146)
Interest and investment income received EH&%'JE&&%H&)\ 27,898 4,752
Distribution from liquidation of a jointly HEESEERE
controlled entity FE DK - 574
Net cash inflow from disposal of subsidiaries ﬁ%@ﬁ% AFRET/A 28 - 1,509,551
Increase in pledged bank deposit BRI T RIS AN (3,000) -
Net cash (used in)/generated from REFS(FA) EEZ
investing activities H& F58 (328,164) 1,459,418
Cash flows from financing activities of REFESERCR L REEK
continuing and discontinued operations ZRETHRSRE
Repurchase of ordinary shares B [0] A A% (74,115)
Dividend paid B S (206,963) (24,836)
Shares repurchase expenses BRI 2 B - (1,130)
Net cash used in financing activities BB EETRE e EE (206,963) (100,081)
Net (decrease)/increase in cash and fEﬁ&%ﬂﬁﬁﬁE
cash equivalents W) nEgE (551,313) 1,417,047
Cash and cash equivalents at Ist January R—A—BZHRER
ZEREEE 1,643,986 226,939
Cash and cash equivalents at 31st December RT+-A=+t—H2ZzHEK
ZEREEE 1,092,673 1,643,986
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For the year ended 31st December, 201

1 BE—FT——F+t_A=1T—HILFE

GENERAL INFORMATION

Allied Overseas Limited (the “Company”) is a limited liability company
incorporated in Bermuda. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HMI |, Bermuda. The address of its
principle place of business is 6/F, China Merchants Steam Navigation
Building, 303-307 Des Voeux Road Central, Sheung Wan, Hong Kong.
The Company's shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

During the year, the Company and its subsidiaries (together “the Group")
were involved in the provision of elderly care services and medical
equipment distribution. The Group has also invested in long term financial
instruments as a treasury operation. In July 201 |, the Group established
a new division which is engaged in the distribution of technologically
advanced medical equipment and cosmetic laser and skin care products.

In the opinion of the directors, the immediate holding company of
the Company is Wah Cheong Development (B.V.l.) Limited, which is
incorporated in the British Virgin Islands. 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”), Quality 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.
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GENERAL INFORMATION - continued

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 |2 to the financial statements.

Other than as described above, there were no significant changes in the
Group's operations.

The financial statements on pages 44 to 120 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 Hong Kong Institute of Certified Public Accounts (the
“HKICPA") and the disclosure 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 3|st December, 201 | were
approved for issue by the board of directors on 20th March, 2012.

ADOPTION OF NEW OR AMENDED HONG KONG

FINANCIAL REPORTING STANDARDS

(@)  Adoption of new/revised HKFRSs — effective Ist January,
2011

HKFRSs (Amendments) Improvements to HKFRSs 2010

HKAS 24 (Revised) Related Party Disclosures

The adoption of these new/revised standards and interpretations
has no significant impact on the Group’s financial statements.

Allied Overseas Limited
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Notes to the Financial Statements
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

2, ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS - continued

(b)

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.

Amendments to HKFRS 7 Disclosure — Transfers of
Financial Assets !

Amendments to HKAS | Presentation of ltems of Other

(Revised) Comprehensive Income 2

Amendments to HKAS 32 Presentation — Offsetting Financial
Assets and Financial Liabilities

Amendments to HKFRS 7 Disclosures — Offsetting Financial
Assets and Financial Liabilities 3

HKFRS 9 Financial Instruments 5

HKFRS 10 Consolidated Financial Statements 3

HKFRS ' Joint Arrangements 3

HKFRS 12 Disclosure of Interests in Other
Entities 3

HKFRS 13 Fair Value Measurement 3

HKAS 27 (2011) Separate Financial Statements 3

HKAS 28 (2011) Investments in Associates and Joint
Ventures 3

HKAS 19 (2011) Employee Benefits 3

Effective for annual periods beginning on or after Ist July, 201 |

2 Effective for annual periods beginning on or after Ist July, 2012

3 Effective for annual periods beginning on or after Ist January, 2013
4 Effective for annual periods beginning on or after |st January, 2014
5 Effective for annual periods beginning on or after Ist January, 2015

Amendments to HKFRS 7 — Disclosures — Transfer of Financial
Assets

The amendments to HKFRS 7 improve the 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.
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ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS - continued

(b)

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

HKFRS 9 — Financial Instruments

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, classification
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.

HKFRS 10 — Consolidated Financial Statements

HKFRS 10 introduces a single control model for consolidation of
all investee entities. An investor has control when it has power
over the investee (whether or not that power is used in practice),
exposure or rights to variable returns from the investee and the
ability to use the power over the investee to affect those returns.
HKFRS 10 contains extensive guidance on the assessment of
control. For example, the standard introduces the concept of
“de facto” control where an investor can control an investee
while holding less than 50% of the investee's voting rights in
circumstances where its voting interest is of sufficiently dominant
size relative to the size and dispersion of those of other individual
shareholders to give it power over the investee. Potential voting
rights are considered in the analysis of control only when these
are substantive, i.e. the holder has the practical ability to exercise
them. The standard explicitly requires an assessment of whether
an investor with decision making rights is acting as principal or
agent and also whether other parties with decision making rights
are acting as agents of the investor. An agent is engaged to act on
behalf of and for the benefit of another party and therefore does
not control the investee when it exercises its decision making
authority. The implementation of HKFRS 10 may result in changes
in those entities which are regarded as being controlled by the
Group and are therefore consolidated in the financial statements.
The accounting requirements in the existing HKAS 27 on other
consolidation related matters are carried forward unchanged.
HKFRS 10 is applied retrospectively subject to certain transitional
provisions.
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2, ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS - continued

(b)

New/revised HKFRSs that have been issued but are not
yet effective — continued
HKFRS 12 — Disclosure of Interests in Other Entities

HKFRS 12 integrates and makes consistent the disclosures
requirements about interests in subsidiaries, associates and joint
arrangements. It also introduces new disclosure requirements,
including those related to unconsolidated structured entities. The
general objective of the standard is to enable users of financial
statements to evaluate the nature and risks of a reporting entity's
interests in other entities and the effects of those interests on the

reporting entity's financial statements.

HKFRS |3 — Fair Value Measurement

HKFRS |3 provides a single source of guidance on how to
measure fair value when it is required or permitted by other
standards. The standard applies to both financial and non-
financial items measured at fair value and introduces a fair value
measurement hierarchy. The definitions of the three levels in this
measurement hierarchy are generally consistent with HKFRS 7
“Financial Instruments: Disclosures”. HKFRS |3 defines fair value as
the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at
the measurement date (i.e. an exit price). The standard removes
the requirement to use bid and ask prices for financial assets and
liabilities quoted in an active market. Rather the price within the
bid-ask spread that is most representative of fair value in the
circumstances should be used. It also contains extensive disclosure
requirements to allow users of the financial statements to assess
the methods and inputs used in measuring fair values and the
effects of fair value measurements on the financial statements.
HKFRS 13 can be adopted early and is applied prospectively.
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ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS - continued

(b)

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

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.

[t 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. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

32

3.3

Basis of consolidation

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

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.

3.

FEEHBRBE -

3.2

33

mEEE

A MR R EAR A REK
BAARESFT-A=1—A
IEZ B8 -

MEAT BT EEEARE
REARARTHE - XA ZERERL
bz AEBUHR ST E -

SEARRHEZIRS - EHRK
IR Woan MBS IEIN MR R B B
HEREHE o EHEREART]
BMEEZRERBRNGEE AR
RO MAKETRSHERE
EVERER o B R RN %R
RITERZ VR FEREL
FHE - ARREREETRAZ
SRR 2 -

h) PN

CRI=PNCIVEVN/NCIRER: Sk IR e )
BREEER - B REERBT
RGNtz AR (BIERFRIB A
Al) o EHE AR R R R TSI S —
REE - @ZEBRAIITESA
BB BERERIFERTE

REEBMBHRERT - WEHEBAQ
A (FKE ST Z KB A = ERSN)
TIEBWBEHEAR « tTE
LS EEANIENCINS A BT
BRRpEERBEAFEE
HEE MAwm%ZEEERAR
RUERRE L AZMB AR Z
RN - RIS HERE - %
MEBARZEERABEAYE
FEASRAMBIRR - MREA
SEZEHR - RFETAE
REEFTE AR -

BRIEMTB AR NS EH ERBR
HESE - BRINARRZHB
LR IR ANME R S E DR E
RS - IMB AR ZEEHA
NERHmER ZE W KBRS
SR - EwmEDBXREARR
Ut 8 i =k e BB 12 22 0k AR - B
BRBEHNARR]ZHm R

Annual Report 201 | &3 5/



Notes to the Financial Statements

Bk Mot

For the year ended 3

3.

58

1st December, 2011 HE-ZT——F+_A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued
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3.5

Goodwill

Set out below are the accounting policies on goodwill arising on
acquisition of a subsidiary.

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.

Goodwill on acquisitions for which the agreement date is on or
after |st 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 3.5).

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 statement
of comprehensive income.

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 statement of comprehensive
income 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.

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

Goodwill with indefinite useful life 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.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.5

Impairment of non-financial assets — continued

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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.6

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.

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

HEYREE

Furniture, fixtures and office equipment
B RERRAER
Medical equipment
BERE
Computer equipment and software
B Rkt Rt

Motor vehicles

B

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.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES - continued

3.7 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)

(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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial assets
The Group's accounting policies for financial assets other than
investments in subsidiaries 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.

(i) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include:

= Financial assets designated upon initial recognition

as at fair value through profit or loss

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8 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 3.15 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial assets — continued

(ii) 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;

= [t 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.

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.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8

39

Financial assets — continued
Impairment of financial assets — continued
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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.9

3.10

3.1

3.12

Financial liabilities — continued

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 medical equipments, 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.

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.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.13

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.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued
3.13  Accounting for income tax — continued
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 ff,

@) 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.

The Group presents deferred tax assets and deferred tax liabilities

in net if, and only if,

(@) 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:

(if)

68 Allied Overseas Limited

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.

FEEHBRBE -

3.3 FiSHiestRE—&

ELHABEXRBEZEEH IR
BamER - MEREMEEKES
FEENERGHETAZIER
B AIREMEEKRANER
NI HER °

fied N fE fiwf tHER LA TS B - RIBN A
BIREERNARREBETIRF
B2

@ AKEAESERGEH
EERERE R

(b) EHIRFEEELH  HE
BRI EENSERRE -

fisd B HIR A TIER - BIARE
B RENIAEEREEN AR
BIRFEES

@ EREANMNEAEER
sHAVHIR IR R 2 A E 58
BIMERER] K

(b)y EEFIBEEENELERIE
BETHER B HEER
ATEAP BBz
TR -

() [Fl— &SRR B 88
3

(ii) TRMERTE
B2 mMEEE
g BEIEHEE
B EIPNEER i 07
HEENEEZE
EX IR A - RERE
HAELERERFE
BEREEXBE
BHEERBESR

f& e



Notes to the Financial Statements

S pvEs el b

For the year ended 31st December, 2011 HZE —T——F+_A=+—H L FE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES - continued
3.14 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.

3.15 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:

@

®)

(©

C)

©

from the provision of elderly care services, upon the

provision of the relevant services;

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.

70

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.16

3.17

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.

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
matemity leave are not recognised until the time of leave.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.17

3.18

Employee benefits — continued

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”).

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.18

3.19

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:
— Elderly care services

= Medical equipment distribution

= 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.

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 and income tax, are not
included in arriving at the operating results of the operating

segment.

Segment assets include all assets but financial assets at fair value
through profit or loss and tax recoverable.

Allied Overseas Limited
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.19

3.20

3.21

3.22

Segment reporting — continued

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.

Government grants

Government grants are recognised when there is reasonable
assurance that they will be received and that the Group will
comply with the conditions attaching to them. Grants that
compensate the Group for expenses incurred are recognised as
revenue in profit or loss on a systematic basis in the same periods
in which the expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted from the carrying
amount of the asset and consequently are effectively recognised
in profit or loss over the useful life of the asset by way of reduced
depreciation expense.

Related parties
(@) A person or a close member of that person’s family is
related to the Group if that person:

() has control or joint control over the Group;
(ii) has significant influence over the Group; or
(iii) is @ member of key management personnel of the

Group or the Company's parent.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued
3.22 Related parties — continued

(b) An entity is related to the Group if any of the following

conditions apply:

@)

(i)

(i)

(iv)

Y

()

(vii)

Allied Overseas Limited

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a

member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an

entity related to the Group.

The entity is controlled or jointly controlled by a

person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES - continued

3.22 Related parties — continued
Close members of the family of a person are those family
members who may be expected to influence, or be influenced by,
that person in their dealings with the entity and include:

() that person’s children and spouse or domestic partner;

(i) children of that person’s spouse or domestic partner; and

(iii) dependents of that person or that person’s spouse or
domestic partner.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgments 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 4 to these financial statements.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS - continued

Impairment assessment of goodwill

The Group tests annually whether goodwill has suffered any impairment in
accordance with the accounting policy stated in note 3.5. 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 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 are
disclosed in note |5 to these financial statements.

At 31st December, 201 |, 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 debtor 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,
customer's 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.

Allied Overseas Limited
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS - continued

Income taxes

Significant judgment 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 judgment 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, 201 | is set out in note 24 to these financial
statements.

SEGMENT INFORMATION

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 of the continuing operations are as follows:

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

(b) medical equipment distribution segment engages in the distribution
of technologically advanced medical equipment and cosmetic laser
and skin care products; and

(© 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.

Inter-segment sales and transfers are transacted at mutually agree terms.
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assets at fair value through profit or loss.

statements.

Allied Overseas Limited

These figures are not included in revenue mentioned elsewhere in these financial

BRATFEIRZEREELR

SEGMENT INFORMATION - continued 5. DEREE -2
Information regarding the Group’s reportable segments as provided to the RETAEENTESEEASE AR
Group's executive directors is set out below: EDBEZERETINT
Continuing operations
BEEERY
Elderly care services  Medical equipment distribution ~ Corporate and other Eliminations Consolidated
#ERY BRERGEIH TEREM i i)
211 2010 2011 2010 2011 2010 2011 2010 2011 2010
Z%-—-F |22 %% |Z%-—-% |ZT-TF |Z%8--F |22 %F |28-—-%F |ZT-TF |ZB-F |22 %%
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
TET TAL TiER TEL TR TEL TER TAL TET TAL
Income from external customers REIREF ZIRA 98,300 100,865 13 - - - = 98,543 100865
Income from nter-segment* SRR 144 4963 - - - 164 (144) (.127) - -
Other income and gait Sl Bl 2364 2892 . - 615 &9 . - 2979 3711
Reportable segment revenue AREDEUA 100,808 108660 2143 - 615 1043 (144) Gl | 02 104576
Reportable segment results RENERE 522 8210 (1,631) - (8,730) (10767) - - (9.839) (2557)
Allocation of corporate overhead to PEERRIEERK
discontinued operations PEEERY - 6,570
Unallocated interest and investment income KA EEHI 8 RIZEMA 34549 5989
Fair value (losses)/gains on financial assets ~ BBBHEATEFIk 2 8
at fair value through profit or loss BEATE(ERE) Wat (9.945) 2574
Prolfit before income tax ﬁ%ﬁwmm 14,765 12576
Income tax (expense)/credit ER(FR)/ EL (41) 74
Profit for the year from continuing operations &84 £ 4 (& F| 14,724 12,650
(Loss)/profit for the year from discontinued B4R IHEEEHER(BR),/
operations (notes 122 & 123) A 122R123) (1493) | 1450733
13231 1463383
# Excluding unallocated interest and investment income and fair value gains on financial # NEERDEAMERIRERA - A REBE

SZETEE

U S BF N BIAR AR TR E b &b Fridt
ZWAR -
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5.

SEGMENT INFORMATION - continued

5.

SEHE -

Continuing operations

BESERK

Medical equipment

Elderly care services distribution Corporate and other Consolidated
EERY BRREAH hERHEM ga

2011 2010 2011 2010 2011 2010 2011 2010

Z%--% |Z3-%% |Z%5--F |Z2-TF |Z%--F |ZT-%£ |ZB--F |ZT-ZF

HK$'000 | HK$000 | HK$'000 | HKS000 | HK$'000 | HK$000 | HK$'000 |  HK$000

Tén | Thx | T#En | TEx | x| TExn | THEn | TiEx

Reportable segment assets RENEEE 26,302 35366 6,210 - | 1,089,002 | 1641359 | LI21,514 | 1676725
Financial assets at fair value through profit or loss BRBREATEIEL.

ERAE 405383 | 64450

Tax recoverable EEE 136 37

Total assets BEE 1,527,033 | 1741212

Reportable segment liabilities RENEAR 13418 13623 371 - 3,787 24227 17,576 3785

Tax payable fESiiE - 73

Total liabilties BaE 17,576 38023

Depreciation & 821 608 17 - 48 134 986 742

Impairment losses on trade receivables Z oW TBREER 17 71 - = - = 17 71
Loss on disposal/write-off of items of property, e /M - BER

plant and equipment, net R BRI 48 6 - = 2 = 50 6

Capital expenditures BARS 1,088 328 995 - 135 - 218 328

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.

In 2011, the largest external customer accounted for 32.8% of the Group's
revenue. In 2010, the largest external customer of medical services
segment accounted for 10.5% of the Group's revenue.

HRAEEEIORBWAREEEEZ, A
REBEBIBEEMNEE - RAEZ7
Hitpih R &Ex -

R-F——F  ZRIREFEAEE

WA328% > N —TF » BERGE D
2 BRAIINRBEEIHAERRA05%
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6. REVENUE 6. WA
The Group's principal activities are disclosed in note | to these financial REEZ T EXBE NI BERRM T 1K
statements. Turnover of the Group is the revenue from these activities. B o AEB 7 EEBINIBIME RS 2K
Ao
Revenue from the Group's principal activities recognised during the year is RERNERRERNEBEZEK WA
as follows: o
Continuing operations Discontinued operations Consolidated
FETEER BRIEEEXRY )
2011 2010 2011 2010 2011 2010
2 |Z2-%F |Z%--F | _T-ZF |ZB--F | T TF
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
THET AT THERT TET TERL TAT
Revenue from rendering: REATRBZBA
— Medical services —BRERY - - -| 878859 - | 878859
— Nursing agency, physiotherapy, dental ~ — BN AT » YIEAE -
and other services TR B A PR 7 - - - 88490 - 88,490
— Elderty care services —EEIR% 98,300 100,865 - = 98,300 100,865
— Medical equipment distribution —BESEDH 243 - - - 243 -
Total revenue TN 98543 | 100865 S| serzae | 9ssa3 | 1068214
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PROFIT BEFORE INCOME TAX 7. EREBRAET
Profit before income tax is arrived at after charging/(crediting): BT R AR A AR (5 A ) T 51 &
17 :
Continuing operations Discontinued operations Consolidated
BESEER DRLREER &8
2011 2010 2011 2010 2011 2010
2 |Z2-%F |Z8--F | ZT-ZF |ZB-F [T TF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TAT THER THT TR THET
Cost of inventories sold and dispensary ~ HHEFEREREER
and other supplies consumed H At A 2 B 172 - - 64,232 172 64,232
Depreciation e 986 742 - 17,862 986 18,604
Impairment losses recognised/ BHRNIE BHER
(written back) on trade receivables AEEE/ (EE) 17 7l - (231) 17 (160)
Impairment on other receivables Hib EWEIERE 71 _ _ _ 71 _
Operating lease charges: BEROZH
Land and buildings T RET 32,024 35,107 - 63,714 32,024 98,821
Equipment B 86 78 - - 86 78
32,110 35,185 - 63,714 32,110 98,899
Employee benefits expense (including EERTHEY (BEES
directors' remuneration (note 13)): I (PEE13)) -
Salaries, wages, allowances and bonuses &~ T& 2B KA 49,584 53,561 - 364,26 49,584 417822
Retirement benefits scheme contributions  RIKAERFTEIME R (RE
(defined contribution scheme) (note (2))  #tRETE)) (K7 () 1,850 |,786 - 7,195 1,850 898 |
51,434 55,347 - 371,456 51,434 426,803
Auditor's remuneration BEME
~ Provision for current year —REFHE 280 440 - 374 280 814
— Under/(over) provision in prior year - ETR /(B8 #HE 68 (98) - (24) 68 (122)
348 342 - 350 348 692
Foreign exchange gain, net [ 5 Wies 558 (105) (26) - 212) (105) (238)
Loss on disposal/write-off of items of HE/MEnE  BER
property, plant and equipment, net R BEFE 50 6 - 30 50 36
Revenue related to the Fixed-fee BBEETEREBEL WA
Contracts (note (b)) (3 ()) - - - @ S @33
Expenses related to the Fixed-fee Contracts BEETEWE AL Z X - - - 80,461 - 80,461
Bank interest income (note (c)) BITH S WA () (15,633) (1582) - (26) (15,633) (1,608)
Interest and investment income REBERERERR
from financial assets designated AEIR . SREEL
at fair value through profit or loss FIBRIEERA
(note (¢) & () (FEE Q) & () (18916) (4:407) - - (18916) (4:407)
Sales of medicine and dispensary supplies  HE & K BB 7
(note (c)) (F3E(c)) - - - (6,161 - (6,161
Rental income from sub-lease (note (¢)) AT WA (FHEE()) (440) (143) - - (440) (143)
Government grants (note (c) & (e)) B (R RE) (1,636) (2.207) - = (1,636) (2.207)
Fair value losses/(gains) on financial assets ~ 187E BB BIERE A TE
designated at fair value through SfR S RERE 2 A HE
profit or loss (note (d)) B8/ (as) (K3 () 9,945 (2574) - - 9,945 (2574)
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7. PROFIT BEFORE INCOME TAX - continued

Notes:

@

©®)

©

@

©

At 31st December, 2011, the Group had no material forfeited contributions available
to reduce its contributions to its retirement benefits scheme in future years (2010:
Nil).

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

Included in “Other income and gains” on the face of the consolidated statement of
comprehensive income.

Included in “Other expenses, net” on the face of the consolidated statement of
comprehensive income for the year ended 31st December, 2011 (2010: Included
in “Other income and gains” on the face of the consolidated statement of
comprehensive income).

Government grants have been received for providing dementia services and
paramedical services under the elderly care services segment. The government
grants released have been matched with the costs to which they relate. There are
no unfulfilled conditions or contingencies relating to these grants. Government grants
received for which related expenditure has not yet been undertaken are included in
deferred income in the consolidated statement of financial position.

Including distribution of approximately HK$ 10,588,000 (2010: HK$402,000) from the
unlisted securities designated at fair value through profit or loss.

8. INCOME TAX EXPENSE/(CREDIT)
Hong Kong profits tax has been provided at the rate of 16.5% (2010:
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.

Continuing operations

BRFR S IRATERT -4

PIRE -

@

®)

©

©)

©

R-B—F+_A=+—H  FEELE
EARDRRER A BIER D HERREE 2
BABHAEZHER(ZE—FF : &) -

ERBEEWER N2 BAFT AR R RTS
IARGEZNAART ~ IR - TR REMR
B ZUARA e

FIANGRE E2ERER [ EMBRA R ]
A o

AABE-T——F - A=1t—BLFE
Heazmfamk [ EMFSOFE IS
—ZF : FAREEERERZEMRA
S IA)

BB O E BRI 75 0 B MR 2 B
IRAUAE B8 AR TS e 8 Bh B 2R AR 7% i AR - 28
B2 BT BGREE AR AL - gk SR
R B ARER Z AT - MR RAE
B - FTEZ BIFERE ARG RBX AR
I AlEE ARE B BARRE T BT
AIEH °

BIER TR AT EN B TR
% 2 5 E#)10588,00078 T (—Z 2 —T4F :
402,000787T) °

FRsiRpA% ~ (B%)

EBFERERF ARG ERFEFIA
165%( T —F4F 1 |65%) Z T REEE -
FRNF NG T 2 B IE B IR ET B SR B
FIAREBMEETERRE R 2B R

Discontinued operations

Consolidated

HEREER BRIEEER RE
2011 2010 2011 2010 2011 2010
2% |Z5-%F | ZB--% |ZZ2-%f |ZB--% | 22 %fF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THT TR TR TR THAT
Current tax — Hong Kong KE-FH
Charge for the year FRBIER 4l 73 - 8942 4l 9115
Overprovision in prior years AR - (247) - 2077) - (2324)
4] (74) - 6,865 41 6,791
Current tax — Overseas RE b
Overprovision in prior years TR - = - (13) - (13)
Deferred tax — current year (note 24) RERIE - AEE (fiF4) - - - (129) - (129)
Total income tax expense/(credit) RS/ (Be) 88 41 (74) - 6,723 4 6,649
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8. INCOME TAX EXPENSE/(CREDIT) - continued 8.

Reconciliation between tax and accounting profit/(loss) at applicable tax

FRiSREAZ (B%R) -
RERR R H 2 BARGRHHF (6

rates: 18)Hk
2011 2010
—EB——F —E-FF
HK$’000 HK$'000
FHET FAT

Profit/(loss) before income tax BRETSR AT A, (E518)
Continuing operations S 14,765 12,576
Discontinued operations EARIEE R (1,493) 1,457,456
13,272 1,470,032
Tax at the Hong Kong statutory tax rate REBEECMERAE 2718 2,190 242,555
Overprovision in prior years T RRER (50 (2,337)
Income not subject to tax TNBEF Z WA (5,457) (237,301)
Expenses not deductible for tax A Hm A IE 2 X 2,147 3,780
Tax losses for the year not recognised RIERZ AN EERIARE 1,858 1,720
Tax losses utilised from previous periods B AT AR 2 IR e 18 (210) (1,226)
Others HAb (436) (542)
Income tax expense FriS At 2 41 6,649
9. PROFIT ATTRIBUTABLE TO THE OWNERS OF 9. &2XFHAAELET

THE COMPANY

Of the consolidated profit attributable to the owners of the Company
of approximately HK$13,231,000 (2010: HK$1,463,383,000), a profit of
approximately HK$4,633,000 (2010: profit of HK$33,374,000) and a prior
year profit of approximately HK$ 1,247,000,000 (2010: nil) have been dealt
with in the financial statements of the Company.

RARHEE NEGERE = F4713,231,000
BIL(ZZT— T | 463,383,000 7T )
B BAXRRBBERERZHEF A
#946330008B L (ZF —ZFF : & fl
33,374,000/ 7t ) A K i 1E F 8 w7 49
[, 247,000,000/ T (ZE—24F : &) o
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DIVIDENDS 10. B&R
Dividends attributable to the year FARMGRE
201 | 2010
—B——fF —E-TF
HK$’000 HK$'000
TERT T
Special interim dividend of Nil Rl HARR B B AR E B AR (D T AL
(2010: HK 12 cents) per ordinary share “ETF 1 278) - 24,836
Special dividend of HK17.4 cents AR B BT BAR D 174784
(2010: HK$ 1) per ordinary share (ZE—FF : 1¥#T) 36,012 206,963
Final dividend of HK2.6 cents RS BRCE B2 678
(2010: Nil) per ordinary share (Z2—ZF : &\) 5,381 -
41,393 231,799

In 2010, the special interim dividend of HKI2 cents per ordinary share,
being approximately the difference between HK$99 million and the funds
actually expended on the share repurchase pursuant to the conditional
cash offer announced by the Company on 24th 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
3 st December, 2010.

The special dividend for the year ended 31st December, 2010 proposed
on 19th January, 201 | had been approved during the year ended 3Ist
December, 201| and it was reflected as an appropriation of retained
profits for the year ended 3 1st December, 201 |.

The proposed special and final dividends for the year ended 31Ist
December, 201 | are subject to the approval of the shareholders of
the Company at the forthcoming annual general meeting. They will be
reflected as appropriations of retained profits for the year ending 31st
December, 2012.

Allied Overseas Limited
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10. DIVIDENDS - continued 10.

Dividends attributable to the previous financial year, approved and paid
during the year

Eglg _'fg’-
FARAERIRR 2 £ — B BFE G

=)

15N

2011 2010
- —TFF
HK$’000 HK$'000
FTET FHT
Special dividend for the year ended BT ZF+_-_HA=+—H
3Ist December, 2010 of HK$ | per LIEFE 2 FFRIIR B R & mAx
ordinary share I 77T 206,963 -
1. EARNINGS/(LOSS) PER SHARE 1. SERF(BR)

The calculations of the basic earnings/(loss) per share from continuing
and discontinued operations are based on the profit from continuing
operations attributable to owners of the Company of HK$ 14,724,000
(2010: HK$12,650,000) and the loss from discontinued operations
attributable to owners of the Company of HK$ 1,493,000 (2010: a profit of
HK$1,450,733,000) and the weighted average number of ordinary shares
of 206,962,604 (2010: 217,51 1,533) in issue during the year.

Diluted earnings per share are the same as basic earnings per share for
the year ended 31st December, 2010, as the Company had no dilutive

potential ordinary shares outstanding during the year.

Diluted earnings/(loss) per share are the same as basic earnings/(loss)
per share for the year ended 3Ist December, 201 1. In the calculation
of the diluted eamings/(loss) per share attributable to the owners of the
Company for the year ended 3Ist December, 201 |, the potential shares
arising from the exercise of the Company's warrants would decrease the
earnings per share attributable to the owners of the Company and was
not taken into account as they had an anti-dilutive effect.

FELERERIEEEER 2 BIREAR
BF,/(BE)  DREBERNAGHEEGARE
(RIS B RS R F 14,724,000 T (==
— 4 ¢ [2,65000087C) © RANA R
B ARG R4 E T E 8 1,493,000
BIL(ZZE—ZF : &7 1,450,733,00078
T0) - A RFANEEITE B MET S E
206,962,604 (= ZF—Z 4 : 217,511,533
AROFHE -

HE-Z-EF+-A=f—ALFE
2 ERBFRFSANERENRT -
BARARKEEL RABEREYE
ZEHTEEBR -

HE_ZT——F+_A=+—HILFE
ZEREERN, (BR)ERANSHRE
ABEAN(ERE) - stERE_T——F
TZA=+T—BUEFERRRER AR
HEREERT,(BE)K - BITER
NERBREEMEL O BERNDEER
NEREAAREERBMNED - BARE
BAEREEER - BUBAAZE -
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DISCONTINUED OPERATIONS

12.1

Discontinued Medical Service Business

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

According to the Share Sale Agreement, the Company and
Holdco had 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. The
disposal was completed on 30th November, 2010 and the Group
recognised a gain on disposal of approximately HK$1,428,302,000
for the year ended 3 Ist December, 2010.

On |3th July, 201 I, the closing statement in relation to Share Sale
Agreement (‘“Closing Statement”) was issued and the working
capital of the Disposal Group at closing date was agreed to be
approximately HK$35,832,000. Pursuant to the working capital
confirmed in the Closing Statement, consideration receivable
was adjusted to approximately HK$ 16,391,000 and was received
by the Group during the year 201 |. The loss for the year
from discontinued operations of approximately HK$ 1,493,000
represents adjustments to the gain on disposal of the Disposal

Group upon finalisation of the working capital adjustment.

Allied Overseas Limited

12.

ERILEEXRT

12.1 E%ﬁ%ﬁ%ﬁ%ﬁ
MM R —FF
+A  ARRRHEEE %éW%

A ) Cautious Base Limited ( AT
Quality HeafthCare Holdings Limited
(MZ=R% A F) 1)) B Altai Investments
Limited X  RHC Holding Private
Limited (42181 B 75 1) 5132 — 7 AR

S = (T IRDEEHHED -
$Efﬂﬁfﬁfﬁ%15%é* NGRS
BEARRELHECEEHEER

Al &3 BE?F‘TTHXK%AE R

SREENRTRAHURS X
- REEE BA() 521,000,000
B WEREEE 2 ()

20,000,000 78 7T ) K (iii) {& 5T & i
EoAE(MNEEREEESH
£ 5590008 L) (MBI RES
) WAERELSEESHE
M - ELFBHNAR A
—T-ZTF+—A-_BREZA
KA - HEEEREEARTNS
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H L FE
12. DISCONTINUED OPERATIONS - continued 12. ERILEERTE-w
2.2 (Loss)/Profit for the year from the discontinued operations is 122 E&IEREERFEN (BH)
analysed as follows: FIR AT
2011 2010
—EB——F —E-FF
HK$°000 HK$'000
FET THET
Profit of the Discontinued Medical BRI BRI RS & A
Service Business (note 12.3) (fF3E12.3) - 45,269
Expenses incurred on the disposal HEEEHEEEENRAX
of the Disposal Group - (22,838)
(Loss)/gain on disposal of the Disposal Group HEE & HEBH (EIE),/
(note 28) Yezs (Pf7E28) (1,493) 1,428,302
(Loss)/profit for the year from the discontinued B 4% |F & & #EFEER (FE),/
opera‘tions jéﬁﬂj (|,493) |,450,733
[2.3  An analysis of the results of the Discontinued Medical Service 123 B IERRMEESBE_F—

Business for the year ended 31st December, 2010 is as follows:

TAE+ A=+ —H I E R
TR ¢

2010

—TFF

HK$'000

FHT

Revenue WA 967,349
Other income and gains H A A Ras 13,727

Changes in inventories recognised as ERRHZ 2 FEZS)

an expense (64,232)

Employee benefits expense EERAMFEX (371,456)

Depreciation e (17.862)

Other expenses, net HEfh Y FE (475,534)
Profit before income tax & BT 1S % BT Al 51,992

Income tax expense FriSHt 2 (6,723)
Profit for the year 1A 4 A 45,269
Operating cash flows REFSM 58,269

Investing cash flows KERER (45,048)
Total cash inflows e MALEE 13221

Annual Report 201 | &3 8/
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13.

88

(2T ——F+-_A=1+—HIFE

DIRECTORS’ REMUNERATION AND FIVE 13. EEFMRAMABEFAL
HIGHEST PAID INDIVIDUALS
Directors’ emoluments EEME
Other emoluments
Hit &
Salaries,
allowance and Retirement
Directors’ benefits  Discretionary scheme
fee in kind bonuses  contributions Sub-total Total
e ERR BNGTE
EZHe BEMEF [k g HE gt st
HK$°000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TER TET TET TET
2011 —E——F
Independent Non-executive directors: B IFHITES :
Mr. Li Chak Hung FEIEESE 121 - - - = 121
Mr. Francis ). Chang Chu Fai BEEEL 97 - - - - 97
Mr. Carlisle Caldow Procter Carlisle Caldow Proctert & 97 - - - - 97
Executive director: WITES:
Mr. Mark Wong Tai Chun (“Mr. Wong”)  EA$EA(TELE]) 8 806 581 40 1,427 1,435%
Non-executive director: FRTES :
Mr. Arthur George Dew (“Mr. Dew”)  Ikanske A ([T E]) 21 450 450 - 900 921*
344 1,256 1,031 40 2,327 2,671
2010 —E-ZF
Independent Non-executive directors: BV IFHITES :
Mr. Li Chak Hung FERLE 10 - - - - 10
Mr. Francis ). Chang Chu Fai HRELE 88 - - - - 88
Mr. Carlisle Caldow Procter Carlisle Caldow Procter’t & 88 - - - - 88
Executive directors: HTES -
Dr. Lincoln Chee Wang Jin HRECEBE(R=_T—TF
(resigned on 30th November, 2010) +—A=1HET) - 4572 1,025 I 5,608 5,608
Mr. Wong TrRE - 1,014 231 - 1,245 ,245%
Non-executive director: EHITES -
Mr. Dew A - 726 = = 726 726*
286 6,312 1,256 Il 7579 7,865

Allied Overseas Limited
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

13. DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID INDIVIDUALS - continued
Directors’ emoluments — continued

*

On 3lst 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 certain senior management and
selected staff of AGL including Mr. Dew and Mr. Wong to the Group for a term of
three years commencing from st 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. On 31st January, 201 I, the Company
renewed and extended the terms of the Sharing of Management Services Agreement
with AGL by entering into another agreement (the “Sharing of Administrative
Services and Management Services Agreement”) which agreed that the fees payable
by the Group to AGL for the three financial years ending on 31st December, 2013 in
respect of the Management Services shall not, unless otherwise agreed by the parties,
exceed the sum of approximately HK$2,220,000, HK$2,490,000 and HK$2,800,000
respectively. Further details of the Sharing of Management Service Agreement and
the Sharing of Administrative Services and Management Services Agreement are set
out in announcements of the Company dated st February, 2008 and 3 st January,
201 | respectively.

The apportioned amounts of the fee attributable to Mr. Dew and Mr. Wong included
in the above table are HK$921,000 (2010: HK$726,000) and HK$1,181,000 (2010:
HK$1,014,000) respectively for the year ended 31st December, 201 |.

There were no arrangements under which a director waived or agreed to

waive any remuneration during the year (2010: 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 (2010: Nil).

13.

EFFMRANESHFAL-#

i?ﬂﬁ —E

RZZTTN\F—A=+—8 ' ARAREHRE
EET B ([ BERE S #ipw) -
Bt ARFREREEMNBEEERES
TREREBREFMEAS @ HRBEKEE
REXERANEERMHEIR - M - KB
MR SRR 2 RIGFTE £ 2 AN ([ AR
BE])  ARHH-"ZTN\F—A—BHK
BHE=F - EBERBEEDH2BIKEERT %
ERAEE 2 BT H 2R - BEES
RHAEBZEBAM L ZRER DL mE
E e EA*”ffifﬂerfEl /NG
HEEEFI B —HiHE UBITRERE
BRI H ﬁ&ﬁ%ﬁZﬂ;ﬁ(mm&%& 2R
BoBmEl)  BLRE - BRIECTHES
AE  BRAEEREBEE—_ZT—=F1+=A8
=+ A=A REED RIS EERSE S
5 FEE S B R E TS B15%92,220,00075
JT * 2,490,000 7T K 2,800,000/ 7T ° & AR
W E i RATHR RS R E B RIS D # iR
ZHE—FHBEEHIIR AR R BHID R B =2
EZNEFEF_A—BE-_ZT——F—H=+—H
ZRMEA o

HE_T——F+_A=1+—HItFE

FREABENEERTEEZERSD J,m
921,000 7T (ZF —F 4 : 726000/87T) &
1,181,000/ 7T (= ZF—E4F :1,014000/7T) °

FARLEELEENEXRBHERR
EAME L (—F—FF &) -

FA - AKRELEFERESENEMR
e ERMAXRKERMAXEER
LEGHIERBERBE(ZE—FF
&) -
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For the year ended 31st December, 2011 HE—Z——F+_-_A=+—HILFE

13.

90

DIRECTORS’ REMUNERATION AND FIVE 13.
HIGHEST PAID INDIVIDUALS - continued

Five highest paid individuals

EUGREHFAL

The five highest paid individuals of the Group for the year included two
directors (2010: None). Details of the remunerations of the three (2010:
five) non-director highest paid individuals for the year are as follows:

S AR M A&
F(-F-TF:F) =(-F-F
7 BEDBRSHALGEEE)RFRZ

e

SE

EFFMRANESHFAL-#

AT BREMLE

BT ¢
2011 2010
—2——fF —FFF
HK$’000 HK$'000
FHET FAT
Salaries, bonuses and allowances & - {EAL N ERE 2,677 44547
Retirement benefits scheme contributions RREFE SR
(defined contribution scheme) (REMRFKETE)) 36 55
2,713 44,597
The remunerations of the above three non-director highest paid NE=fBHEF R AT ZBE
individuals fell within the following bands: NFLATEE :
Number of individuals
AE
2011 2010
—g——f| —2-%f
Emolument bands i< &5 &
HK$500,001 — HK$ 1,000,000 500,001 47T — 1,000,000/ 7T 3 =
HK$6,000,001 — HK$6,500,000 6,000,001 7T — 6,500,000/ 7T - 2
HK$8,000,001 — HK$8,500,000 8,000,001 77T — 8,500,000/ 7T - |
HK$10,000,001 — HK$10,500,000 10,000,001 7% 7T — 10,500,000 7T - I
HK$13,500,001 — HK$ 14,000,000 13,500,001 % 7T — 14,000,000 7T - I
3 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 (2010: Nil).

Allied Overseas Limited
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For the year ended 31st December, 2011 # %

14. PROPERTY, PLANT AND EQUIPMENT-GROUP 4. P¥ BERRH -X£H
Furniture,
fixtures and Computer
Leasehold office Medical equipment Motor
improvements equipment  equipment  and software vehicles Total
HENE 7 #£BR ERRE
®E BAERE W BERE RE# HH ast
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET TAT TERT TAEx TAx
At 315t December, 2009 and R=BEAF+ZR
Ist January, 2010 =t+-AR-E-EE
-A-A
Cost A ME 107392 24,704 291 21,727 633 197,377
Accumulated depreciation 2:HiE (90,066) (19,589) (31,756) (17,048) (405) (158,864)
Net book amount EEFE 17326 5,115 [1,165 4679 228 38513
Year ended 3Ist December, 2010 HZ—_ZE-FE+-H=1+-H
I2:3:5
Opening net book amount HIERmEE 17326 5115 I1,165 4679 228 38513
Additions NE 21314 1,310 9,689 4516 = 36,829
Disposal of subsidiaries (note 28)  HEHB 2 & (HiFE28) (28776) (4052) (15736) (6976) (164) (55,704)
Disposals He = (13) (24) ©) = (40)
Depreciation e (9.834) (1,496) (5,024) (2,186) (64) (18,604)
Closing net book amount BB RER (A 30 864 70 30 - 994
At 31st December, 2010 R-E-ZF+-H=1-H
Cost PAME 46813 9,784 1,059 1818 - 59474
Accumulated depreciation 25TE (46,783) (8920) (989) (1,788) - (58480)
Net book amount RESE 30 864 70 30 - 994
Year ended 3Ist December, 2011 HBZE=ZE——$+=ZF=1—H
ILEE
Opening net book amount RIS E 30 864 70 30 - 994
Additions NE 1,216 509 13 480 - 2218
Disposals HE - (83) () - - (84)
Depreciation e (474) (373) (24) (115) - (986)
Closing net book amount AR R RE 772 917 58 395 = 2,142
At 31Ist December, 201 | R-Z2——&+-HA=1+-H
Cost BAME 42,676 8,82 1,048 2,192 = 54737
Accumulated depreciation 2ithE (41,904) (7,904) (990) (1,797 - (52,595)
Net book amount RERE m 917 58 395 = 2,14
Annual Report 201 | &3 9|



Notes to the Financial Statements

Bk Mot

For the year ended 31st December, 2011

92

GOODWILL - GROUP

BE—Z——Ft-A=t—RLFE

The net carrying amount of goodwill can be analysed as follows:

BE-FKE
BEZREFHERDNAT

2011 2010
—E——F —E-FF
HK$’000 HK$'000
THET FHET
At Ist January R—B—H

Gross carrying amount HRARE(E 8,268 24,324
Accumulated impairment ZEPRE (6,910) (6910)
1,358 17,414
Net carrying amount at st January R—A—BZEREFE 1,358 17,414
Disposal of subsidiaries (note 28) & BB A &) (FiFFE28) - (16,056)
Net carrying amount at 31 st December R+ZA=+—RAZEmFE 1,358 1,358

At 31st December BW+=-—A=+—H
Gross carrying amount HABREE 8,268 8,268
Accumulated impairment ZHRE (6,910) (6910)
1,358 1,358

As further detailed in note 3.4 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$54 1,361,000 as at Ist January, 2005 in respect of business
combinations which occurred prior to 2001 to remain eliminated against
consolidated reserves. Goodwill at 31st December, 201 | represented
goodwill for which the agreement date of business combination is on or
after |st January, 2001.

Goodwill acquired through business combination have been allocated to
an elderly care home cash — generating unit (the “Tuen Mun Elderly Care
Home CGU") within the elderly care services segment for impairment
testing.

Allied Overseas Limited

BN A BT SRR M3 4P - AEE
EREAESYHBRELENEIRIBES
Bl BEMIEX  ZEXRTI R
T—FHEREZLEAH  R_ZTZ
AE— A BHREXANERZHES
541,361,000/ TR R B EE N 4R & R EN
B - R_FT——F+-_A=+t—8Bx
AEECEEHZBEARAE=-ZTZT—
F—A—HsizBzEmeE-

BRCEAHESZIREELIETR
HERBOBAZ —AEERBESEL
BA([HR#ERREELSEMN ) AE
TTRERIR -
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For the year ended 31st December, 2011 #

1Bt A=t+—RILEE

GOODWILL - GROUP - continued

The recoverable amounts for the Tuen Mun Elderly Care Home CGU was
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 line of this cash generating unit.

The key assumptions used for value-in-use calculations were as follows:

AE-FKE-#
HFIEERBRSELEM 2 AT EET)
REREFR2AFHERERAZE
AEERTIERXEHEFRERE
MEE o BRERRILIE S ELBMR
Bz REFHRE -

AEEAEERAAZEZ2BRWT

2011 2010

—2——F —TFF

Growth rates R R 2% 2%
Discount rates P = 14% 1 4%

The budgeted revenue and result of operation has been determined
based on the past performance of the Tuen Mun Elderly Care Home
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, 2011 (2010: Nil).

Apart from the considerations described in determining the value-in-use of
the cash generating unit 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 amount of the
Group's cash generating unit is particularly sensitive to the discount rate
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.

WARKLEXRERECREEFIEER
ReELENNBERAMNEERBNA
AMSERMETE - EERANTRER
BRBATITERR - WIRMRERABREES
BUABNEERAR - &#EZ iffi
TZA=T—BLFE  AEERAB

VEERERB( T -TF  £&) -

REEA LReELBEMEREERR
MzERARIN  AEEZEEERN
HHEMEMAREEABANER
ERMEE - AN AREZREELE
iz AT B E G E TR Z IR R
HER - AT RELREGBE IS
Rz BAAMEHRI T4 REMBERN
RPN CE S
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For the year ended 31st December, 2011 HZE=—T——F+=—A=+—HI-FE
16. OTHER INTANGIBLE ASSETS - GROUP 16. Rt RE-FKRE
2011 2010
—e—-5| —T-TF
HK$°000 HK$'000
FRET TATT

Gross carrying amount at |st January R—A—BZ@&REE - 9,880
Net carrying amount at |st January R—A—BZERERE - 9,880
Disposal of subsidiaries (note 28) L EHTE AT (FiFE28) - (9,880)
Net carrying amount at 3 st December RT+ZA=+—HAZEREFE - -
Gross carrying amount at 3 |st December RTZA=+—RZRKAE - =

Other intangible assets represented trademarks acquired as part of a

business combination of the Disposal Group.

H B EERCELRBELEAHAN
EZEE-

17. INTERESTS IN SUBSIDIARIES - COMPANY 17. RMBARZHEE -FAOF

2011 2010

—e——%| -—T-TF

HK$’000 HK$'000

FHET FHT

Unlisted shares, at cost JE LTI, » IRAKARE 34,443 34,443
Due from subsidiaries A IEYNGI B 810,291 484,773
844,734 519216
Less: Provision for Impairment? B R E R A (389,897) (384,144)
454,837 135,072

3 An impairment of HK$389,897,000 (2010: HK$384,144,000) was recognised # HRETHEBARE S —REFESS R -

for certain amounts due from subsidiaries with a total carrying amount of
HK$404,09 1,000 (2010: HK$444,331,000) 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 were unsecured, interest-free and

had no fixed terms of repayment. The amounts due to subsidiaries were

unsecured, interest free and repayable on demand.

94 Allied Overseas Limited

BEFREWHE A RIS ERAR AR AT E
A 1t Bt 48 BR T {E 5404,091, 00078 T (=&
—Z4F : 444331,00075 7T ) 2 & T HEUH B
N BRI HE R (B 389,897,000 T (= F —
T4 : 384,144,000/87T) °

JTE%ZW% BIRIAREER - 28 R E
BB - FEATPE A B FIA R EE
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

17. INTERESTS IN SUBSIDIARIES - COMPANY - 7.

continued

RIFBLAFIZER -FLF -&

R_E——F+_A=+—BAREM

Particulars of all subsidiaries of the Company at 3 |st December, 201 | are

as follows:

BB ARFEITMAT -

Percentage of

Place/country of issued capital
incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Company  Principal activity
SR, AAARAL
DAEB EXE HX ERTEBRARE RIRABAL  FEXH
Attractive Gain Limited Hong Kong 100 ordinary shares of [00%  Investment holding
B HKS$| each REER
|00 B REE AT
EER
Cautious Base Limited* British Virgin Islands/ 10,000 ordinary shares of [00%  Investment holding
Hong Kong HK$! each REER
ERBLES/BE  10000REREE B2
EER
Focal Glory Inc. British Virgin Islands/ | ordinary share of US$ | 100%  Nominee Services
Hong Kong IR E 1 357t 2 Sk RAERE AR
RBRRHEE/ BB
Grand Knight Limited Hong Kong | ordinary share of HK$| [00%  Inactive
BRERAR BB |REEIBT BBk EEEx
Hong Kong Dementia Services Limited British Virgin Islands/ | ordinary share of US$ | 100%  Provision of elderly care services
ERZERAERBERAR Hong Kong IREE X2 E Rk Rt EE RS
EBRANE/ BB
LHY Limited British Virgin Islands/ | ordinary share of US$ | [00%  Investment holding
Hong Kong IR E £ 7T 2 Sk REER
EBRAHE/BE
LYNX Technology Limited Hong Kong 1,000,000 ordinary shares of [00%  Medical equipment distribution
EEMBBRAR &R HK$ ! each BRRENH
1 000000R B E {E | BT
TR
New Able Holdings Limited* British Virgin Islands/ | ordinary share of US$| [00% Inactive
Hong Kong \RREE T TR Tmex
EBRANE,/BE

Annual Report 201 | &3k
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For the year ended 31st December, 2011 HEZ—-Z——F+—-H=+

17. INTERESTS IN SUBSIDIARIES - COMPANY - 7. RIEATIZEES-FNE -4

96

continued

Percentage of

Place/country of issued capital
incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Company  Principal activity
SR, ARFHEE
DAL EXE BEX ERTEBRARE BIRABAL  TEXH
Secure Base Limited Hong Kong 2 ordinary shares of [00%  Management services
BE HK$! each ERRH
WREREEIAT
BB
Senior Care Elderly Limited British Virgin Islands/ | ordinary share of US$ | 100%  Provision of elderly care services
Hong Kong |G E . Lk REEZRS
HRRELRR/BE
Senior Care Holdings Limited British Virgin Islands/ | ordinary share of US$| [00%  Investment holding
Hong Kong |REE T2 TR REER
B A
Senior Care Limited* Hong Kong ,000 ordinary shares of 100%  Provision of elderly care services
ERERRRAA) BE HK$ | each RptEZ R
| O00RR SR B fE | A8 7T
EER
Senior Care Nursing Home Limited Hong Kong ,000 ordinary shares of [00%  Provision of elderly care services
EREZARRA B HKS$ | each RELEZ R
| Q00RR IR A A | BT
el
Sino Success (HK) Limited Hong Kong 2 ordinary shares of 100%  Provision of corporate services
B HK$! each BRI E RS
WREREEIETLZ
EER
Strategic Wonder Limited British Virgin Islands/ | ordinary share of US$ | [00% Inactive
Hong Kong IREREEIETL TEaz
KBRLER/BE LR
Ultronic Medical Services Limited* Hong Kong 2 ordinary shares of 100% Inactive
MABRREER AR BB HK$ ! each EEax
WRERAEEIBTLZ
LR
# Issued capital held directly by the Company. & RATEERAZEEITRAE -

Allied Overseas Limited
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

18.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS - GROUP

18.

SERRBLOFEIIGZEME
E-F%KH

2011 2010
i —TFF
HK$’000 HK$'000
FHET FHET
Listed debt securities designated at EERBREREATBENERS
fair value through profit or loss ETERES
— Hong Kong — &5 108,406 -
— Outside Hong Kong — BB AN [E 255,751 44,277
364,157 44,277
Unlisted securities designated at 8 E RS BB R AT ES R
fair value through profit or loss JE LTHES
— Qutside Hong Kong — B LASNM R 41,226 20,173
405,383 64,450

The Group designated all financial assets as at fair value through profit
or loss. There was no specific terms for the unlisted securities while key

terms of the listed debt securities are summarised below:

rEERKEHeMEEEERERER
BATESIER o 3E ETE S W EEE K
;oM ETmEBRZ S EEERFRm
T

2011
—E2——F

2010
—E-FF

Coupon interest rate EEmAI=R

Maturity 2ER

4.625% to 13.5%
4.625%%13.5%

4.625% to 9.547%
4.625%2%9.547%

2014 to 2021 or

perpetual
“E-NOFEE 2015 or perpetual
ZEZ-FHKA | T -RFHKA

As at 31st December, 201 |, certain listed debt securities designated at
fair value through profit or loss with carrying amount of approximately
HK$ 137,206,000 (2010: HK$25,530,000) have callable option.

The fair values of the Group'’s investments in listed debt securities and
unlisted securities have been measured as described in note 33.7 to these

financial statements.

RZZT—F+=-_A=+—H 5Tk
H1{E4) 41372060008 L ( — T —ZF4F :
25,530,000/87L) 2 FETE BB BiEmIR AT
B EFTEBEAFMETIREELD
HARE o

AEER EMEBEFLELTESZ

15 ) (B TR AR B R 337
FLE & -
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For the year ended 31st December, 2011 HZE=—T——F+=—A=+—HI-FE
19. INVENTORIES - GROUP 19. FR-—F5KH
2011 2010
—e——%| =—T-TF
HK$’000 HK$'000
FHET FAT
Medical equipment BRI 1,369 ~
20. TRADE RECEIVABLES - GROUP 200 HHEBERRE-FKH
2011 2010
—2——fF —E-FF
HK$’000 HK$'000
FHET FAT
Trade receivables, gross B 5 EWN R TB4ARE 1,148 [,124
Less: Provision for impairment of trade receivables & : & 5) & W G IB R (B 2 f5 (216) @17)
Trade receivables, net B 5 EW R IEERE 932 907

Customers of the elderly care services in general are required to pay
fees in advance. Trade receivables of the Medical Equipment Distribution
Segment generally have 30 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, net is as follows:

EEREERE— &*EE@E% B
BREOHEBNEBEIRKFIE  —KEB
J0BZIEEH - $El1ﬁm%%ﬁﬁ
BERWEFE - AEBBEEEECR -

SREEESHEERER KR a
er o RIERZRE  BZRUREZF
BRI DITINT ¢

2011 2010

—E2——F —E-FF

HK$’000 HK$'000

THET FAT

Current to 30 days BlHRZ=30H 693 712
31 to 60 days 31260H 170 137
61 to 90 days 61290H 48 29
Over 90 days B0 H 21 29
932 907
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

20.

TRADE RECEIVABLES - GROUP - continued

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:

BHEMRIE - FKE -#
ARBEBEERAR  FHR-—FARAKEZ
B REFIEZ A FEERERREEH
AR - RER U F AR A R R ER 2
S VSR

ARER PR FIRZ Rk DT

2011 2010

2% —TFF

HK$’000 HK$'000

T THETT

Neither past due nor impaired 3 38 HA SR E 56 -
Less than | month past due BmHE DR —1E A 644 712
| to 3 months past due aH—==EA 211 166
Over 3 months past due 0 ERER A = E A 21 29
932 907

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. At each reporting date, the Group’s trade receivables
are individually and collectively reviewed to determine if impaired. The
amount of impairment loss of individually impaired receivables, if any, are
recognised based on the credit history of its customers, such as financial
difficulties or default in payments. Consequently, specific impairment
provision is recognised.

The Group does not hold any collateral or other credit enhancements
over these balances.

WEBHKRENE 5 ERFARKE
DML EARBRCHE I EFAR

EBHERREZEZEKKBTIER
RAREEAKRERFTRIFERLEZE
VEF o REEREERS B HER &
SREHNEIRYGIE  UEEAERSE
HIRBE © @RI HZRIREZ BRIRZ
REBESBR(WE) NEREFPZER
FC 8% (20 B IR IR B sl ¥ ROE R ) T LA RE
R BERAERSERERE -

AREEY E % SRS T EAR
KHEMBFHERZRE
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B 1S R R P 5T

For the year ended 31st December, 2011 HZE -—T——F+_-_A=+—HIFE
20. TRADE RECEIVABLES - GROUP - continued 20. RBEURIE —F5KRE-
The movement in the provision for impairment of trade receivables is as B S e AR EEE T
follows:
2011 2010
=F——F —TFF
HK$’000 HK$'000
FET FTBTT
At |st January R—H—H 217 4,200
Amount written off during the year F R (18) (194)
Impairment losses (written back)/recognised B(#E) R EESR
(note 7) (PfF5E7) 17 (160)
Disposal of subsidiaries HENB AR - (3,629)
At 31Ist December R+=ZA=+—8H 216 217
The above provision for impairment of trade receivables represents a N EESEREFIEREREBREAERRE
provision for individually and collectively impaired trade receivable of 256,000% 7L (ZF—F 4 : 290,000/ 7T )
HK$216,000 (2010: HK$217,000) with a carrying amount of HK$256,000 Z BRI RERREE S EKRIAED
(2010: HK$290,000). Such provision was determined based on evidence 216,000 L (ZF—F 4 : 217,000/ 7T)
of impairment on both individual and collective basis. The Group does not ZRERE -  ZEBTIREBEER KL
hold any collateral or other credit enhancements over the impaired trade MEEBEMEE - AEBEWEHER K
receivables whether determined on an individually or collective basis. SRETRERECEHIRKITIERH
ERERRFEMBIHERZRE -
2l. PREPAYMENTS, DEPOSITS AND OTHER 2I. A ®&RIHA - &k Xt Bl
RECEIVABLES - GROUP AND COMPANY R-FKERFLTH
Group Company
REM ESAN
2011 2010 2011 2010
—Ee——f| -T-TF| =—B—-%5| -T TF
HK$’000 HK$'000 HK$’000 HK$'000
FET TR FET TR
Prepayments SEUNEE] 572 747 442 367
Deposits paid e 10,039 10,680 10 10
Other receivables Hftb FEUEIR 9,429 18,053 765 1,137
20,040 29,480 1,217 1,514
As at 31st December, 2010, included in the Group's other receivables R-ZE—ZFF+_A=+—H ' K&E

are consideration receivable from Purchaser of the Disposal Group of
HK$15,515,000. As described in note 28, the consideration receivable was
adjusted to approximately HK$ 16,391,000 and was received by the Group
during the year 201 |.

|00  Allied Overseas Limited

ZEMENZBRERREEEHEE
B 5 2B 1551500058 7T © 5 a0pH 5E28
Frift - R EE AR AL 1639100078
T ALEBER-ZT——FURIEBAR
{go



Notes to the Financial Statements

RIS ¥RaR Mot

For the year ended 31st December, 2011 %

22.

23.

2T ——F+A=+—HILFE

PLEDGED BANK DEPOSIT AND CASH AND
CASH EQUIVALENTS - GROUP AND COMPANY
Cash and cash equivalents include cash at banks and in hand and short-
term bank deposits.

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

22,

BITEHERLUERASRERR
ERE-FKREARFLF
RehERRSEERRFRRRITR
FERBRE MEHRRTHER -

REE MARR R ZRITERFTUA NG

HIRITE R T EIERETIT
Group Company
AEH AT

Effective interest rates — fixed rate EW*J* EE
At 3|st December, 201 |

At 3st December, 2010 N

0.76% to 1.98%
0.76%%1.98%
0.13% to 1%
0.13%%2 1%

1.48% to 1.98%
1.48%%1.98%
0.89% to 1%
0.89%% 1%

2 A
R-FB——%+=-A=t—H

Maturities
At 3|st December, 201 |

At 3 st December, 2010 R_FE—Z=F+_A=+—H

| month — 3 months | month
I 23188 & A

2 weeks to | month | month
MEHZE A | & 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 eamn interest at floating
rates based on daily bank deposit rates and fix interest rate at 2.5% per
annum.

At 3lst December, 201 I, pledged bank deposit was pledged to secure the
general banking facilities granted to the Group.

TRADE PAYABLES, OTHER PAYABLES, ACCRUALS
AND DEPOSITS RECEIVED - GROUP

23.

AR R A R 2 S8 R AT AT E
WER - — 1B 3R 2 R85 TR
K -

AREBERARRFRRIRITZHE IR
BEARTERNXZZBEXREE
F MRS REF L ©

R-ZB——F+_A=+—H " R{7&
RERCIELER (FALAKEERZ
—RRERTTRE 2 FEIR -

WAEMARIE - HMEFRIEA -
EiRERERES - FKRE

2011 2010

—E——F —E-ZF

HK$’000 HK$'000

FET AT

Trade payables B SN FHIA 803 727
Other payables, accruals and deposits received HAE IR - Bt RIE R

Blilire 16,293 36,569

17,096 37,296
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For the year ended 31st December, 2011

23.

24,

BE-T—HF1+-A=1+—HILFE

TRADE PAYABLES, OTHER PAYABLES, ACCRUALS 23.

AND DEPOSITS RECEIVED - GROUP - continued

Based on the invoice dates, the ageing analysis of the trade payables were

BWHAEMRE HthEMART -
EiREREKES -FKE -7
REEZAH  BHENFBEZIRED

as follows: HiRUNNE
2011 2010
=F——F —FFF
HK$’000 HK$'000
FTHET FHET
Current to 90 days BNERZE90R 803 727

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.

AEBZEEFENFIE - MRS
RIEREAFTERBERLEE - AR
HEEREREEATESEREE -

DEFERRED TAX - GROUP 24, ERIERF-FKE
The movements of deferred tax liabilities in respect of depreciation BERBEEE MERBSNERTE
allowance in excess of related depreciation are as follows: BT
2011 2010
- —FFF
HK$’000 HK$'000
FHET THETT
At Ist January R—A—H - 300
Credited to profit or loss for the year (note 8) FARERE R (F1FES) - (129)
Disposal of interest in subsidiaries (note 28) BB A B A (P 5E28) - (171)
At 31st December Rt+—A=+—8 - =

At 31st December, 201 |, the Group had tax losses arising in Hong Kong
of HK$27,831,000 (2010: HK$17,844,000), 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.

|02 Allied Overseas Limited

R-ZE——F+-_F=+—H AEH
RBEBEE 2 BT E518 /527,831,000 7T
(ZZ—FT5F 1 784400078 7) (BIEFES
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25.

s+ A=t+—RILEFE

SHARE CAPITAL 25. B&F
2011 2010
g% —2-TF
Number of Number of
ordinary shares HK$’000 | ordinary shares HK$'000
HERHAE FHET EREA THETT
Authorised: ERE
Ordinary shares of BREE.I0ETZ
HK$0.10 each TR 3,000,000,000 300,000 3,000,000,000 300,000
Issued and fully paid: BEITRER
Ordinary shares of BREE0I0BTL
HK$0.10 each gl
At |st January R—A—H 206,962,604 20,696 225,039,407 22,504
Repurchase B[] - - (18,076,803) (1,808)
At 3 st December R+=-A=1+—H 206,962,604 20,696 206,962,604 20,696

The Company repurchased its own shares during the year ended 3 st

December, 2010 through the Stock Exchange as follows:

Number of
ordinary shares of

ARARBE-F—FF+-A=+—
B UL R T A A S BT

Month of repurchase HK$0.10 each Price per ordinary share Aggregate
SREE Highest Lowest consideration

0.0 SREBRER paid

BEAH EER ] & BENARE
HK$ HK$ HK$'000

i B TER

August 2010 “Z-ZFN\R 18,076,803 410 410 74115

The repurchased shares were cancelled during the year ended 3Ist
December, 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 eamings per share of
the Company.

BRZBHERBE T T+
A=Z+—BLEFEAFH MARFZ
EBTRATZBERN L FRD 2EE
AR A o TR IR 26 B 8 Ri)E
BRR S R B MR

BRROTIRARE RERRZEER
BmMIEH - BAMRR AR B ZBREF
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25.

26.

BE—Z——Ft-A=t—RLFE

SHARE CAPITAL - continued

A bonus issue of warrants was made on the basis of one warrant for every
five ordinary shares held on 9th February, 201 |, which was approved by
the board of directors on 7th February, 201 |. 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. The warrants will expire on 4th March, 2016 and 41,392,520
warrants entitling the holders thereof to subscribe 41,392,520 ordinary
shares have been issued. Dealing in warrants on the Stock Exchange
commenced on 4th March, 201 . No warrants have been exercised for
the year ended 3 st December, 201 I.

SHARE OPTION PLAN

The Company operates a share incentive plan (the “Share Incentive Plan™)
for the purpose of providing incentives and rewards to eligible participants

who contribute to the success of the Group's operations.

Pursuant to the Share Incentive Plan, the board of directors of the
Company may, at its discretion, invite any employees, executive or non-
executive directors (including independent non-executive directors),
officers, advisers, consultants or such other persons from time to time
to be an eligible person to whom share options will be granted as an
incentive to attract and retain them for their contributions to the business
development of the Group. The Share Incentive Plan was approved and
adopted by the Company on 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 0% 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 |2-month period up to the
date of grant must not exceed 9% 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$ I 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.

|04 Allied Overseas Limited
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26.

i
RREFE AL F 3T BEAR
—E——F - ANHBEERARTER
AEE—DRREE  MAEBETER
— T —F_AtHEZEeHME R
RIEFEAEFEEARVLREEBERY
A% 5.00%8 7T (AT E L —ARAR AN AR ) A
RERBH LB - DREBBR_F
—NF=AMmBE® - M41,392,52017
FHEFEA AREA392500% @M%~
REAEFE F8T - BRREEER =T
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For the year ended 31st December, 2011 HZE=—T——F+=—A=+—HI-FE
26. SHARE OPTION PLAN - continued 26. FRERMEETE -4
The exercise price of the share options is determinable by the directors, BREZITEEHESETE  HETEER
but may not be less than the highest of (i) the nominal value of the RT=FFRBEE  ()VARAEERL
Company's ordinary shares; (i) the average closing price of the Company's HE: (W BEBERESHRIEERRER
ordinary shares on the Stock Exchange on the five consecutive trading 2 BB R HRA R 8 T @Rz Tk
days immediately preceding the date of the offer of the share option; mE : &(m)ﬁ:ﬁﬁﬂﬂgg R (MBRESE
and (i) the closing price of the Company's ordinary share on the Stock H)EERZ PP AN A B @& 2 W (8 o
Exchange on the date of the offer of the share option (which must be a A% (7D 22 Bh 5+ 2l p$ﬁ$ﬁ Tb"\fzgfi
business day). Further details of the Share Incentive Plan are also set out in TAZ+ZRAREZE
a circular of the Company dated 22nd May, 2002.
There were no share options granted under the Share Incentive Plan F R AR B “1’ é&%}]}"l‘%ﬂ&ﬁ%ﬂi%
during the year (2010: Nil). As at 3|st December, 201 |, the Company had (ZE—FTF ) - PN —F4=
no outstanding share options under the Share Incentive Plan (2010: Nil). A=+—8"'%&2Q METEH%} R 2l
WERHARTEZBRE(CS—FTF
) o
27. RESERVES - GROUP AND COMPANY 27. fEfR— *%l&*’k‘l
(@) Group (@)
The amounts of the Group's reserves and the movement therein ﬁz W &Lﬁﬁzr BN SR B &
for the current and prior years are presented in the consolidated HEY B2 N EEERE
statement of changes in equity. FRA °
(b)  Company (b) AAF
Share premium  Retained profits Total
B AD =18 RE R A5t
HK$’000 HK$’000 HK$000
THERT THERT THERT
Balance at Ist January, 2010 N-_ZT—ZTFE—F—H
ZREER 69,042 410393 479,435
Profit and total comprehensive iﬁq}ﬁﬂ&i\@”ﬁ)\
income for the year %E - 33374 33374
Special interim 2010 dividend —TER R BB
(note 10) ( Mﬁ 10) - (24.836) (24:836)
Special 2010 dividend declared SR=ZT—ZTFRARS
(note 10) (MzE10) - (206,963) (206963)
Repurchase of shares (note 25) FE AR (FTEE25) (69,042) (3,265) (72,307)
Shares repurchases expenses BB e R - (1,130) (1,130
Balance at 3!st December, 2010 and RZZE—ZEF+-_A=+—-HEK
I'st January, 201 | —T—%—-H-Hz
29 - 207,573 207573
Profit and total comprehensive income R F| K 2 E A 258
for the year - 1,251,633 1,251,633
Final 201 | dividend declared ER—F——FRHEBE
(note 10) (M&E10) (5381) (5,381)
Special 201 | dividend declared ER_ZT——FRRIRE
(note 10) (FfzE10) (36012) (36012)
Balance at 31st December, 201 | R-ZE—F+-_A=+—RHZ
b2 — 1,417,813 1,417,813
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28.

DISPOSAL OF THE DISPOSAL GROUP 28.
As mentioned in note I, on 30th November, 2010, the Group had

BE-Z——5+-A=1+—HILFE

HEEEHKRE
AANBTRE | A - AEER

T-=5

=

completed the disposals of its equity interest in the Disposal Group. WL*H = TAEKEEREE )
Particulars of the disposal transaction are as follows: 2R c HER G BT ¢
2010
—TFF
HK$'000
FAT
Net assets disposed of: EHEFREE
Property, plant and equipment S ] 55,704
Goodwill (kS 16,056
Other intangible assets Hth\mp&EE 2,880
Deposits for purchase of items of property, Hﬁ(ﬁﬁﬁ’%% R KRR BT B T
plant and equipment e 11,229
Cash and cash equivalents RekFRREEE 30,890
Trade receivables 2 S REWKRIE 151,771
Inventories TE 17,988
Prepayments, deposits and other receivables FANFIE - e RHE MR KRR 34,975
Tax recoverable BIE s 1255
Deferred revenue FEIEW A (25,078)
Trade payables, other payables, accruals and B SENRIE - M ERFIE
deposits received FESTRUIE R E YRS (176,845)
Deferred tax liabilities EIEIRBE (7n
127,654
Gain on disposals of the Disposal Group HEEENEE 2 W=
(note 12) (FfsE12) 1,428,302
Total consideration BB 1,555,956
Satisfied by: ATH A
Cash He [,540,44 |
Consideration receivable (note 21) FEMARAB (FHEE21) 15515
1,555,956
An analysis of net inflow of cash and cash equivalents HEBEHEBR ZFIRE M
in respect of the disposals of the Disposal Group ZRB\EEERAZ
is as follows: AT -
Cash consideration received EIRSNRE 1,540,441
Cash and bank balances disposed of B ERE RIRITHEH (30,890)
1,509,551
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H I FE

28.

29.

DISPOSAL OF THE DISPOSAL GROUP - continued

As disclosed in note 2 to the financial statements, pursuant to the

working capital confirmed in the Closing Statement, consideration

receivable was adjusted to approximately HK$16,391,000 (note 21) and

was received by the Group during the year ended 3 |st December, 201 |.

A loss for the year from discontinued operation of HK$ 1,493,000 was

recognised as adjustments to the gain on disposal of the Disposal Group

upon finalisation of the working capital adjustment.

CONTINGENT LIABILITIES AND CORPORATE
GUARANTEES - GROUP

@) 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:

@)

(if)

At 3lst December, 201 |, 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$24,872,000 (2010: HK$31,623,000).

The Company did not recognise the financial guarantee
contracts as at 3|st December, 2011 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, 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 the
completion of disposal which have not been provided for
in the closing account of the Disposal Group as at 30th
November, 2010. The valid period for claims under the
tax deed shall be 7 years from completion. In respect
of most other claims against other general customary
warranties and indemnities in the Share Sale Agreement,
valid period for such claim is within twelve months
from completion which have been expired as at 3 st
December, 201 |.

28.

29.

HECEHKE -»

AN IS RRMI T 12FTIRE - BIEEE
KHERZEBES  BURNREDAER
491639100078 70 (FIaE21) » ZEFIAR
AEERBE_ZE——F+-_A=+—
HIEFERE - KFEEREERIELSE
¥R 4930000870 - RERLEES
AETRE  HEEHEEMHLE KRS
HIFHEE o

BRARRRLAFIRE -FKE

@ REBER  AEERETIRE
=05 TR BB 4 % PO B 8 1
ZEFATBRNT :

0) RZZT——F+ = A
=+—H8 ' AARHEN
BARFEIM 2 HE RS
mEETE=STRERD
RIER EBSTENE
24,872,000 0 (—ZE — =
£F 1 31,623000/7T) °

RZE——FRK=FT—-F
F+-_A=+—8 " A&
AW EBERMBERE
4 FREARAESR
% BB A BT A]
R AR BB E R
il

iy IREEOHBESHE K&
BEEmBESELE TRE
MBERE BRI
FEHBRENREESRE -
REBERITRBRL
NHERR =T —FF
T—A=+HNEEHE
B HIRAR B AE L B ER
EEHEERNTREES
BERMRIBERE MBS
TEERERE - REHIA
ZORENREBRHS
SEREFTEF - ERAE
2RI 85 R R E At
—RERRERBERE
ZHMRE REBX
HATKES T @R
N RZEBE——F+=A
=t+—B F@HECE
e
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For the year ended 31st December, 2011 #;Z

BT ——F+ZA=1+—HIFE

29. CONTINGENT LIABILITIES AND CORPORATE
GUARANTEES - GROUP - continued

(@) — continued

(iii) 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 had not been released as at 31st December, 2010:

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

At 31st December, 2010 the Group had 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.

These guarantees and performance bonds have all been
released during the year ended 31st December, 201 |.

(b) As at 3Ist December, 201 | and 2010, 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.

|08  Allied Overseas Limited
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For the year ended 31st December, 2011 HZE —T——F+_A=+—H L FE

30.

OPERATING LEASE COMMITMENTS - GROUP
As lessee

As at 31st December, 201 |, the total future minimum lease payments
payable by the Group under non-cancellable operating leases are as

30.

EEHNRE -FKRE
EREBEA
RZB——F+-A=+—H A&H
RIBT A BGH 2 REH BN 2 RE&

follows: EHESMFARMAT
2011 2010
—B——fF —E-TF
HK$’000 HK$'000
T FAET
Within one year —FR 29,892 30,578
In the second to fifth years, inclusive FEFHhF(BIEEERT) 21,654 20,657
51,546 51,235

The Group leases its office premises, elderly care homes and office
equipment under operating leases. The leases run for an initial period
of two to five years (2010: 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 (2010: 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 3lst December, 201 |, the Group had total future minimum lease
receivables under non-cancellable operating leases as follows:

AEERBEERNZHERERLE
MR BREREBLERRE - HOR
RPN FREEAF(ZT—FF: —F
ENF)  AIEBREIHOINAEER
AHSAEEERRAEET HEARE
HEZBREMZTEGK - HEHOE
RERAEE -

ERHBEA
AEERET A BEEQ 2 EEHL A
EOMEETYE - KRz WERE
HR=ZF(2F—FF: =ZF) - HOK
R—BABRBLXMERESR - BHEHE
HERmSAEE

R-ZB——F+—-A=+—H ££H
IRIBEA AT < 8 S A B I 2 R 2R A%
EHESEBNT -

2011 2010

=F——F —FFF

HK$’000 HK$'000

FHET FHT

Within one year —FR 390 440
In the second to fifth years, inclusive FEFhF(BEEERTE) - 390
390 830
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(2T ——F+-_A=1+—HIFE

31. CAPITAL COMMITMENTS - GROUP 31. BFRIE-—FEEH
2011 2010
=F——F —FFF
HK$’000 HK$'000
FHET FAT

Acquisitions of property, plant and equipment: BEYE BEKE

Contracted but not provided for B R 4B & R B 109 10

32. RELATED PARTY TRANSACTIONS 3. AREALTZES
In addition to the transactions and balances disclosed elsewhere in these BRA BRI EMIBOAIREZ RS R

financial statements, the following transactions were carried out by the

Group with related parties during the year.

(@)  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:

() The Group paid insurance premiums of approximately
HK$ 1,158,000 (2010: HK$4,322,000) to Sun Hung Kai
Insurance Consultants Limited (“SHK Insurance”) in

accordance with the relevant insurance brokerage services

agreements.

On 31st January, 201 |, the Company entered into a

new insurance brokerage services agreement with SHK

Insurance for a term of two years commencing from |st
January, 201 |. The annual caps were set at HK$ 1,500,000
and HK$ 1,650,000 respectively for each of the two years
ending 3 Ist December, 2012.

[ 1O Allied Overseas Limited

N
ATATFRS -

@)

AEEEBREEALRFARE

RBSRERBESREZHE
ARRTZXS
ARERYAREAREAKEL
B 2 F (B AR E 2 R RH B A
AREMETETRS -

()

AN £2 B4R 5 AR B O R B A
40 AR 19 5 R TR B AR B
B AR AR ([ #FBER
% 1) BUR B %Y 1,158,000
B DT —FF
4,322,000/ 7T) °

RZE——F—A=+—
B - AR A EHEERE
51 337 4R B 48 42 AR 755 1
FOARZE——F—A—
AT AEME - REZE
ZE -+ ZA=1+—
HIEmMEFEFEZFE L
IR % Bl & 1,500,000 7T &
1,650,000/ 7T ©
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32.

Bt A=+ AL

RELATED PARTY TRANSACTIONS - continued

(@)  Transactions with AGL and AGL’s subsidiaries — continued

(if)

(ii)

(iv)

)

()

(vii)

(viil

The Group reimbursed AGL for the costs incurred
in respect of management, consultancy, strategic and
business advice services provided by senior management
and selected staff of AGL to the Group in accordance
with the relevant Sharing of Administrative Services and
Management Services Agreement of HK$2,220,000 (2010:
HK$1,740,000) (note I3).

The Group incurred financial advisory fee of HK$500,000
to Yu Ming Investment Management Limited (2010:
HK$200,000).

The Group paid corporate secretarial service fees of
approximately HK$948,000 to Wineur Secretaries Limited
for the year ended 31st December, 2010 in accordance
with the relevant corporate secretarial service agreement
for a term of 12 months, commencing from st January,
2010. The agreement was terminated with effect from |st
September, 2010.

The Group incurred internal audit and compliance
consultancy service fee of approximately HK$200,000 to
AGL for the year ended 31st December, 2010.

The Group received medical services fees from Sun Hung
Kai & Co. Limited of approximately HK$932,000 for the
year ended 31st December, 2010.

The Group reimbursed AGL and Allied Properties (HK)
Limited HK$548,000 and HK$235,000 respectively in
relation to expenses incurred for the disposal of the
Disposal Group for the year ended 3 Ist December, 2010.

The Group incurred HK$200,000 for the use of a yacht
owned by AP Administration Limited for the year ended
3Ist December, 2010.

3. EREAETZRG -4
() ﬁwAﬁiﬁwAﬁﬁzmﬁ
DEETZRE &

(if)

(ii)

(iv)

W)

()

(vii)

(vl

BIEARBIT ARG & &
PR o Btk - AEE R
BesEBEENSRERRE
LS EEATRABRA
SEREEER - BME K
BE M R 75 2k RIS HE B
Z B F2,2200008 (= F
—Z4E 1|, 740,00058 7T ) (P
F13) °

$%ﬁﬂ%ﬁ%&ﬁ%ﬂ%ﬁ
NA SRR &

soooooﬁérc(_§E TF

200,000787T) °

AEBEIREEBEN DM
ERBHE(BAE—F
F—H— Eliuﬂ%HHJr_
@A) RBEE=_Z—ZF
+=—A=+— Euti&‘m
EBRWEFRATHMLA
A H E AR 75 & 47948,00078
T BERZE—ZTF N
A—B#&IE -

AEEBREE_ZT—ZF
+=—A=+— Euti&‘m
E S BT ABEZ K
V5 #R BS A% B ) & #9200,000
/%TE°

AEFBERHBEE_Z—F
F+-_A=+—HILEE
MR EER A A UNER 2
RS & 47932,00078 7T

AEERBE—T—TF
TZHA=+— EIJJ:¢F§
RIS EE RS HE

(BB)ARRARZMHE
EELEEEEAEZHAX
548,000 /& 7T K 235,000 &
ﬁo

AEBRBE_ZT—TF
+=—A=+—8H JJ: FER
AP Administration Limited 3z <
{57 F 200,000/ 7T ©
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32.

33.

RELATED PARTY TRANSACTIONS - continued

(b)  Outstanding balances with related parties
As at 3Ist December, 2010, included in the Group’s accruals
were outstanding balances with AGL and AGL'’s subsidiaries of
HK$2,559,000. Accruals to these related parties are non-interest
bearing and unsecured.

(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 |3 to these financial statements.

FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS

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 and other price 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 carefully managing its exposure to financial markets.
Long term financial investments are managed to generate lasting returns
with acceptable risk levels.

[t 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.

[ 2 Allied Overseas Limited

32.

33.
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33.

33.1

BE-ZT——Ft-A=t—RLFE

FINANCIAL RISK MANAGEMENT AND FAIR 33. MERBETERATFEHHE-#
VALUE MEASUREMENTS - continued
Categories of financial assets and liabilities 331 EREEREEBSE
The carrying amounts presented in the statements of financial WA A KRET RS 2 BREE ) 8
position relate to the following categories of financial assets and UNTEBEcHEERSHBER
financial liabilities: g :
Financial assets SREE
Group Company
rEH AT
2011 2010 2011 2010
—E——F —E-TF —EB——F —E-TF
HK$’000 HK$'000 HK$’000 HK$'000
FHET FHET FHERT FHT
At fair value through ERBREATE
profit or loss 73
Financial assets at fair value B3BIBEEIE A F(E
through profit or loss FIRZ ©CREE 405,383 64,450 - -
Loans and receivables A& EWFRIE
Trade receivables B 5 FIE 932 907 - -
Financial assets included in 5+ AFBfH7XIE -
prepayments, deposits Bme MEA R
and other receivables FIEZCREE 19,468 28,733 775 147
Pledged bank deposit RITHIRER 3,000 = - -
Cash and cash equivalents IR K ZE[RIR %
BE 1,092,673 [,643,986 1,075,389 1,604,675
1,116,073 | 673,626 1,076,164 1,605,822
1,521,456 1,738,076 1,076,164 1,605,822
Annual Report 201 | &3 | |3
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. HMERBETERRAFEHE-#
VALUE MEASUREMENTS - continued
33.1 Categories of financial assets and liabilities — continued 331 2RIEEREBEIE £
Financial liabilities SEAE
Group Company
rEH NN
2011 2010 2011 2010
—EB——F —=-TF —E——F —=-TF
HK$’000 HK$'000 HK$’000 HK$'000
FET FHT FERT FHT
At amortised cost R R A
Trade payables B 5 ENFOE 803 727 - -
Financial liabilities included & A LA fE f<t
in other payable, FIH - fEETFIE
accruals and deposits AR
received TRAE 13,050 33,845 1,278 24,130
Due to subsidiaries FE B A T IA - = 50,224 1,281,875
13,853 34,572 51,502 1,306,005
33.2  Foreign currency risk 332 SN BR
Currency risk refers to the risk that the fair value or future cash E¥RBEeRMIAZATFESK

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

The Company does not have any exposures to foreign currencies
at 31st December, 201 | (2010: no exposure).

[ 4 Allied Overseas Limited
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33.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS - continued

333

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. Also change in interest rates
may affect the value of debt securities and therefore result in a
potential gain or loss to the Group. 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
pledged bank deposit on short-term bank deposits are set out in
note 22.

At 3lst December, 2011, it is estimated that a general increase
of 50 (2010: 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$5,478,000 (2010:
HK$16,233,000).

A decrease of 50 (2010: 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 50 basis points increase or
decrease in interest rates 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 2010.

33.

MEREEERAFE

333

ok

1.

=

MREbR

MERBRFREBIAEZAFE
IR & 8 B ™ I5 N R ) K
BrEBE - AEERARBEE
BIF BN KRG B Z IRITAERR TN A
EHERERR o M REEINAI LR
SEHESF<EE AmMAEE
BHAEEEAREHEE - A&
B ERAEATETAGLHN
HHMEMASZ 2N EXER - A
- EEEEENEER L
RVBERZBERAEAZ ZEXN
MR E R o

KREBRARARZEHIFETER
FEIRITEBTERZFERFBIHR
Bg5E22 ©

R-—T——F+=-A=+—8
AR R 2 E I SOE( =T —F
F 10018 ) E B - M ATA H A&
BEFIE AR EREEZ
B B 12 0% A R AR B & A A% 2 hn
#)5478000 L (=T —ZTF :
16,233,000/ 7T) ©

BT Mg T e - Al
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) EBEH EXFTRZ EREE
LHERRZFE -
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS - continued
33.4 Credit risk

335

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 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.

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
classified as financial assets at fair value through profit or loss.

At 3lst December, 201 [, it is estimated that a general increase of
10% (2010: 10%) of the price of the debt securities, with all other
variables held constant, would increase the Group's profit after
tax and retained profits by approximately HK$33,849,000 (2010:
HK$5,382,000).

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.

[ 16  Allied Overseas Limited

33.

MERREERATENE -2

334

335

EEmE
EERRESRTAZISHT
AERBEERIAEZIGRETE
EARBAEERZMBERLZ
Rk  AEEAZ ZEERRE
%Xamnﬁ%iﬁﬁﬁﬁgﬁ
HREERKEREED -

rEEERBEERIRER LD
BEEFREPREMXSHF
ZEHNER  YREERRER
REBBRBER -

AEEZSREEMENER S
KEABFTHER ZRE(FER -

B 5 REAMBEFKARE iZ

M5 AREELEEFAENE
ERBRETREMNE-—ZHF

KEM-—HERERE RS Y
F o HRRSHFHRSE RN
REEFR2ERIRT  BRBB
nBEE 2 FERBEE -

HAER R
HmEERRIREMIAZA
FEHAKRIBSRERATHER
SE)(RFEEFHRIEEZEH N
SN TR B 2 BBE - REE R M
REBBEZRATEIIE S/
BEZ FMEBEFREMAR
TinERZEER -

R—ZT—F+-_A=+—8H -
WNERS 5 2 [BA& 2 L N 10%

—E—FF 0 |0%) MABEE
thEHEFTTE QG AEE
z%m&ﬁﬂ&ﬁmﬁﬂ%ﬁm
4733,849,0008 T (=T —FF ¢
5,382,000 7T ) °

BRERAAEMEZEFTE - A
ETEBE R BRI 0%
EXFrRc e REAFRERR
LR o



Notes to the Financial Statements

B 1S R R P 5T

For the year ended 31st December, 2011 HZE-Z——F+-_A=+—HILFE
33. FINANCIAL RISK MANAGEMENT AND FAIR 33. HM¥ERRETERAFEIHE-#
VALUE MEASUREMENTS - continued
33.6 Liquidity risk 336 MEBELERE
In the management of the liquidity risk, the Group monitors and ERgEcRREE A @ A%
maintains a level of cash and cash equivalents deemed adequate BERNERTEEBRAERNZ
by the management to finance the Group's operations and B RERBLEENKTE @ AKX
mitigate the effects of fluctuations in cash flows. In the opinion SEEBIREESRBEERS
of the directors of the Company, the Group does not have any MERBZFE - ARAESR
significant liquidity risk exposure. B AEEWESERNRBE SR
B o
The Group's policy is to regularly monitor its liquidity requirements AEEZHER/TEHRERAR
to ensure that the Group maintains sufficient reserves of cash to BoF K UBRAEEERE
meet its liquidity requirements in the short term financial liabilities. WESHRERNESHESRMAE
FBEZRBES -
The maturity profile of the Group'’s financial liabilities as at the AEERBEAHOARTBNRGTE
reporting date, based on the contractual undiscounted payments, WRBERERBEZIHAS
was as follows: AT
On demand/
no fixed terms Less than 3 to less than
of repayment 3 months |2 months Total
EE‘R
12/ £E
,T\Aaﬁ PR=EA =E+=f8A act
HK$'000 HK$'000 HK$000 HK$000
TERT THET THET TET
At 31st December, 201 | R=Z——%+=A
Er=E
Trade payables EC NG = 803 = 803
Financial liabilities included in S AEAMERZUE « fER
other payables, accruals and FTEREYESE
deposits received Eaz 3=l 2,820 9,733 497 13,050
2820 10536 497 13,853
At 31st December, 2010 R-Z2-25+-A
Er=[E
Trade payables B ENFHIE = 727 - 727
Financial liabilties included in ATARMERFIE - st
other payables, accruals and FEREWEZES 2
deposits received *RAE 4959 26983 1903 33,845
4959 27,710 1903 34,572
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33.
VALUE MEASUREMENTS - continued

33.6 Liquidity risk — continued

The maturity profile of the Company's financial liabilities as at the

reporting date, based on the contractual undiscounted payments,

was as follows:

MBERBEEER OFEHTE -

33.6

nBESE &
AATRBEE WRFAM R E
B RS S RE B B B
BT

On demand/
no fixed terms Lessthan 3 to less than
of repayment 3 months 12 months Total
BER
g BET
g8 SR=EA =Et+=fEA #st
HK$'000 HK$°000 HK$°000 HK$°000
T TR TET T#x
At 31st December, 201 | RZE——&+=A
Er=I
Due to subsidiaries ANIRIEINGTE e 50,224 - 50,224
Other payables Hpt (T 5008 39 1,189 50 1,278
50,263 1,189 50 51,502
At 31st December, 2010 R-E—ZEF+-H
=t+-g
Due to subsidiaries RLENGIE 1,281,875 - - 1,281,875
Other payables b ERTA 439 22454 1237 24,130
1,282,314 22,454 1,237 306,005

33.7 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 [st 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.

[ 18  Allied Overseas Limited
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33.

34.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS - continued

33.7 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 I: quoted prices (unadjusted) in active markets for
identical assets:

— Level 2: inputs other than quoted prices included within
Level | 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 (2010: 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.

CAPITAL MANAGEMENT

The Group's capital management objectives are to ensure the Group's
ability to continue as a going concern and to provide an adequate retum
to shareholders by pricing goods and services commensurately with the
level of risk. The Group continues to seek investment opportunities which
offer good growth prospects and enhancement of shareholders’ value.

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.

33.

34.
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34.

35.

(2T ——F+-_A=1+—HIFE

CAPITAL MANAGEMENT - continued

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 3Ist December, 201 | was approximately HK$1,509,457,000
(2010: HK$1,703,189,000).

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 3Ist December,
2010 and 201 1.

SUBSEQUENT EVENT

On 16th March, 2012, Attractive Gain Limited (“Attractive Gain”), a
wholly-owned subsidiary of the Company entered into an agreement
(“Agreement”) with Action Best Limited, a wholly-owned subsidiary of
COL Capital Limited. Pursuant to the Agreement Attractive Gain had
conditionally agreed to purchase the 8% guaranteed convertible notes
due 2016 in a principal amount of A$2| million issued by FKP Limited,
a company incorporated in Australia and whose shares are listed on the
Australian Securities Exchange (“FKP Note”) at a total consideration of
A$18.9 million together with interest accrued on the FKP Notes from the
last interest payment date until completion (**Acquisition”). Further details
of the Acquisition are set out in the announcement of the Company dated
| 6th March, 2012.

[20  Allied Overseas Limited
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