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Chairman’s Statement
FERE

| am pleased to present the annual report of Allied Overseas Limited
(“Company”) and its subsidiaries (collectively the “Group”) for the year
ended 31 December 2012. The performance of the Group this year was
significantly boosted by an increase in the fair value of the Group’s bond
portfolio and increased revenue therefrom.

FINANCIAL RESULTS

During the year under review, the Group recorded revenue of
approximately HK$153.9 million, a 15.7% increase compared to
approximately HK$133.1 million as restated in 2011. The increase in
revenue came mainly from a higher level of interest and investment
income and an increase of sales by the medical equipment distribution
business. The Group’s net profit for the year increased from approximately
HK$13.2 million in 2011 to approximately HK$96.0 million in 2012. The
increase in net profit was principally due to a fair value gain on financial
instruments at fair value through profit or loss of approximately HK$54.3
million compared with a fair value loss of approximately HK$9.9 million
in 2011 as well as an increase in interest and investment income. Elderly
care services remained modestly profitable.

Earnings per share attributable to the owners of the Company amount to
HK46.7 cents (2011: HK6.4 cents).

DIVIDEND

The Company has previously adopted a general policy of paying a
dividend of 40% of annual net profit together with special dividends
as and when considered appropriate. The Company has considered an
appropriate final dividend to recommend to shareholders of the Company
(“Shareholders”) in the light of this policy together with the fact that the
Company utilised approximately HK$11.3 million for share buybacks in
2012. The Board now proposes to recommend to Shareholders a final
ordinary dividend of HK18.5 cents per share representing 39.4% of net
profit together with a special dividend of HK21.5 cents making a total
dividend of HK40 cents per share.

APPRECIATION

The Group has continued to monitor possible business opportunities and
acquisitions as replacements for the medical services business disposed
in October 2010. However, the opportunities considered have not been
deemed appropriate. We will continue to review opportunities as they are
identified.

The Group has achieved encouraging results in 2012 and will continue
with its prudent strategy in 2013. | 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, 15 March 2013
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FINANCIAL REVIEW

For the year ended 31 December 2012, the Group recorded revenue
of approximately HK$153.9 million, a 15.7% increase from the
approximately HK$133.1 million as restated in 2011. The increase in
revenue mainly resulted from a higher level of interest and investment
income and an increase in sales from the medical equipment distribution
business.

The Group's net profit for the year increased from approximately HK$13.2
million in 2011 to approximately HK$96.0 million in 2012. The increase
in net profit for the year was principally due to the fair value gain on
financial instruments at fair value through profit or loss of approximately
HK$54.3 million compared with a fair value loss of approximately HK$9.9
million in 2011. Interest and investment income also increased in the last
12 months.

BUSINESS REVIEW

Corporate and other

The Group increased its bond portfolio from approximately HK$405.4
million at 31 December 2011 to approximately HK$626.4 million at 31
December 2012. Accordingly cash and bank balances reduced from
approximately HK$1,095.7 million at 31 December 2011 to approximately
HK$920.7 million at 31 December 2012. The rebalancing of the mix
between bond and cash has the effect of improving the overall interest
yield on the Group’s liquid resources. This rebalancing was timely as
the fair value of certain bonds have increased substantially since their
acquisitions. In 2012, the fair value gain on financial instruments at fair
value through profit or loss was approximately HK$54.3 million. Interest
and investment income from the portfolio increased from approximately
HK$18.9 million in 2011 to approximately HK$41.4 million in 2012.

Elderly Care Services — Senior Care

The revenue of Senior Care reduced slightly from approximately HK$98.3
million in 2011 to approximately HK$93.9 million in 2012. Occupancy
rates in the homes increased from 77.1% at 31 December 2011 to
81.9% at 31 December 2012. The major reason for the reduction in
revenue was the closure of the Winfield and Hang Ying Homes in the last
quarter of 2012.

The segmental results of Senior Care in both 2012 and 2011 were
approximately HK$0.6 million.
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Review of Operations
DR

Senior Care struggled with rising labour and rental costs in 2012.
Professional healthcare staff are in continual short supply. The leases of
both Hang Ying and Winfield Homes were not renewed by the landlords,
resulting their closures in October 2012. Senior Care managed to transfer
approximately 80 private residents together with 23 residents under
the Enhanced Bought Place Scheme (“EBPS”) with the Social Welfare
Department (“SWD") to other Senior Care homes. Senior Care currently
operates 4 elderly care homes with 934 beds of which 350 beds are
operated pursuant to EBPS contracts.

In the fiscal year 2012/13, the SWD introduced certain measures to
partially alleviate the cost burdens faced by elderly home operators. The
SWD granted EBPS operators an additional dementia supplement. This
allowance enabled us to employ additional professionals to enhance the
care for elders with dementia. The SWD has also increased the prices of
EBPS beds by 5.7% for the financial year 2012/13.

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

During the year, LYNX generated revenue of approximately HK$4.6
million with an operating loss of approximately HK$3.9 million. A
comparison of results with 2011 will not be meaningful as LYNX was only
set up in July 2011. Most of the product lines of LYNX were recruited
in the first quarter of this year. Certain demonstration machines for
marketing and promotion arrived in Hong Kong in late June 2012.

New product sourcing was behind schedule because manufacturers took
additional time to resolve technical problems on new products.

LYNX has struggled to break-even because of difficulties securing product
distributorships which can provide recurring revenue.

OUTLOOK

Bond prices have increased significantly in 2012. This is unlikely to be
repeated as most of our bonds are already trading at above par. Interest
income is likely to be lowered in 2013 as banks have reduced their
rates in the midst of the liquidity injections by the Hong Kong Monetary
Authority in the last quarter of 2012.
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The operating environment of Senior Care is still difficult. The Legislative
Council has approved the raising of the statutory minimum wage
rate with effect from 1 May 2013 from HK$28 to $30 per hour. The
introduction of the new minimum wage legislation will increase the
salaries of most of our ancillary and personal care workers. Leases of
both Fuk Kwan and Man Kee Homes are due for renewal in 2013. New
terms of both leases have been confirmed subject to agreement. Recently
the labour market for nurses has not been quite as tight as in 2012.
We believe this may be due to a lower demand for nurses in response
to the “zero quota” policy for bookings in public hospitals by non-
local pregnant women for delivery in Hong Kong from 1 January 2013
onwards. Private hospitals have also agreed to stop accepting bookings
from Mainland pregnant women whose husbands are not Hong Kong
permanent residents. We have also seen an increasing number of newly
graduated enrolled nurses joining private elderly homes.

LYNX also faces challenges in 2013. The “zero quota” policy has
hindered the development plan of private hospitals. A number of private
hospitals have already curtailed their expansion plan and withheld new
capital expenditure. The beauty salon blood transfusion incident in
October 2012 which resulted in significant death and injury hindered the
purchasing decision of beauty salons for aesthetic laser equipment. We
have deployed additional resources to promoting our existing products
including a point-of-care diagnostic cholesterol analyzer, professional
foot care and footwear solutions, external defibrillators and non-invasive
quantitative ultrasound bone densitometers. As a result we should have
more product distributorships in 2013. The new products will strengthen
our income source and assist in achieving financial break-even.

FINANCIAL RESOURCES AND LIQUIDITY

As at 31 December 2012, the equity attributable to the owners of the
Company amounted to HK$1,553.1 million, representing an increase of
HK$43.6 million from that of 31 December 2011. For the twelve months
ended 31 December 2012, the Company has repurchased and cancelled
2,650,000 ordinary shares for a total consideration of approximately
HK$11.3 million including expenses.

The Group’s cash and bank balances amounted to HK$920.7 million
(31 December 2011: HK$1,095.7 million). It is the Group’s objective to
ensure there are adequate funds to meet its liquidity requirements in the
short and longer term.
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Review of Operations
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To enhance returns to Shareholders, the Group increased its investments
in bonds as an alternative to holding bank deposits. The bonds acquired
by the Group were 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.

On 3 April 2012, the Group completed the purchase of 8% guaranteed
convertible notes due 2016 in a principal amount of A$21 million (“FKP
Notes”) issued by FKP Limited, a company incorporated in Australia and
whose shares are listed on the Australian Securities Exchange, for a total
consideration of A$18.9 million. Further details of the acquisition of the
FKP Notes are set out in the announcement of the Company dated 16
March 2012.

The value of the Group's bond related investments amounted to
HK$626.4 million as at 31 December 2012 (31 December 2011:
HK$405.4 million). They are classified as financial assets at fair value
through profit or loss. The Group has recognised interest and investment
income of approximately HK$41.4 million and a net fair value gain of
approximately HK$54.3 million for its financial instruments at fair value
through profit or loss for the twelve months ended 31 December 2012.

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 31 December 2012 and 31 December
2011.

CURRENCY AND FINANCIAL RISK MANAGEMENT

Cash and bank balances of the Group are mainly 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.

The financial assets at fair value through profit or loss of the Group and
the interest and investment income derived therefrom are denominated
in US dollars or Australian dollars. As the Hong Kong dollar is pegged to
the US dollar, the Group considers the foreign exchange risk in relation to
its exposure to US dollars to be insignificant, and accordingly, it does not
have any requirement to use financial instruments for hedging purposes.
The Group has entered into a forward exchange contract to hedge
against foreign currency risk for its investment and income denominated
in Australian dollars.
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PLEDGE OF ASSETS
At 31 December 2012 the Group pledged HK$13.8 million to secure its
banking facilities.

CONTINGENT LIABILITIES
Details regarding the contingent liabilities of the Group at 31 December
2012 are set out in note 28 to the consolidated financial statements.

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES AND ASSOCIATES

For the twelve months ended 31 December 2012, there were no material
acquisitions or disposals of subsidiaries and associates by the Group.

MANAGEMENT AND STAFF

At 31 December 2012, the total number of employees (including both full
time and part time) was approximately 322. Total staff costs amounted
to approximately HK$56.3 million (twelve months ended 31 December
2011: HK$51.4 million). The Group offers competitive remuneration
packages, together with discretionary bonuses to its staff, based on
industry practices, and 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

EELERITRAE—E

ARTHUR GEORGE DEW

Mr. Arthur George Dew, aged 71, 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”) and a director and non-executive
chairman of Tanami Gold NL (“Tanami Gold”), a company listed on the
Australian Securities Exchange. Mr. Dew was appointed a non-executive
director of Eurogold Limited (”Eurogold”), a company listed on the
Australian Securities Exchange, in October 2012.

MARK WONG TAI CHUN

Mr. Mark Wong Tai Chun, aged 48, 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. 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 is an alternate director to Mr.
Arthur George Dew (“Mr. Dew"”) in Tanami Gold, a company listed on
the Australian Securities Exchange. He was also appointed an alternate
director to Mr. Dew in Eurogold, a company listed on the Australian
Securities Exchange, in December 2012.
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Profile of Directors and Senior Management

FRANCIS J. CHANG CHU FAlI

Mr. Francis J. Chang Chu Fai, aged 58, 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 the vice chairman and an executive director
of Royale Furniture Holdings Limited and an independent non-executive
director of Tian An China Investments Company Limited and APAC
Resources Limited.

LI CHAK HUNG

Mr. Li Chak Hung, aged 48, 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 72, 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 each of
Sun Hung Kai & Co. Limited and Tanami Gold, a company listed on the
Australian Securities Exchange. Mr. Procter was appointed a director of
Eurogold, a company listed on the Australian Securities Exchange, in
November 2012.
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LEO LAM HON YIU

Mr. Leo Lam Hon Yiu, aged 47, 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.

TAM KIT LING

Ms. Tam Kit Ling, aged 47, has joined the Group since 2000. She is
currently the Senior Finance Manager of the Group. She has over 23
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 46, has joined the Group since 2011. He
is currently the Sales Manager of LYNX Technology Limited. Mr. Liu has
over 19 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 30, is the Company Secretary of the Company. He
holds a Bachelor’s Degree in Economics and Finance from the University
of Hong Kong and is a member of the Hong Kong Institute of Certified
Public Accountants.
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Corporate Governance Report

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.

CORPORATE GOVERNANCE CODE AND CORPORATE
GOVERNANCE REPORT

In the light of the Corporate Governance Code and Corporate
Governance Report (“CG Code"”) (previously known as Code on
Corporate Governance Practices (“Former CG Code”)) contained in
Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”), the Board has reviewed
the corporate governance practices of the Company with the adoption
of the various enhanced procedures which are detailed in this report. The
Company has applied the principles of, and complied with, the applicable
code provisions of the CG Code during the year ended 31 December
2012, 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 (“"NED"”) 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 (“CEQ"))

NED: 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” section on pages 10 to 12.
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Board Process

During the year, the NEDs (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 judgement on issues
relating to the Group's strategy, performance and management process,
taking into account the interests of all shareholders of the Company
("Shareholders™).

Throughout the year and up to the date of this report, the Company has
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, four Board meetings
were held and the individual attendance records of each Director at the
meetings of the Board, Remuneration Committee, Audit Committee and
general meetings during the year ended 31 December 2012 are set out
below:
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Number of meetings attended/held
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Board  Committee =~ Committee Meeting
Name of Directors BEEpng Exe FHEEET EBRZEE REAE
Executive Director: HTEE:
Mark Wong Tai Chun (CEO) FRA(77EA#EE) 4/4 11
NED: FHTES
Arthur George Dew (Chairman) WESSR(EE) 4/4 11
INEDs: BUFHTES:
Francis J. Chang Chu Fai (Deputy Chairman)  Eb538( 517 /%) 4/4 171 2/2 171
Li Chak Hung T 4/4 1N 2/2 11
Carlisle Caldow Procter Carlisle Caldow Procter 4/4 17 212 1/1



The Board has reserved for its decision or consideration matters covering
mainly the Group’s overall strategy, annual operating budget, annual and
interim results, approval of Directors’ appointment or re-appointment
(based on the recommendations made by the Nomination Committee),
material contracts and transactions, corporate governance 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 14 days’ notice of a Board
meeting is normally given to all Directors who are given an opportunity
to include matters for discussion in the agenda. The company secretary of
the Company (“Company Secretary”) assists the Chairman of the Board
(“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 (“Bye-Laws”) also stipulate that save for the
exceptions as provided therein, a Director shall abstain from voting on
any board resolution and not be counted in the quorum at meetings for
approving any contract or arrangement in which such Director or any of
his associates has a material interest.
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Every Director is entitled to have access to Board papers and related
materials and has access to the advice and services of the Company
Secretary. The Board and each Director also have separate and
independent access to the Company’s senior management. Directors
will be continuously updated on the major development of the Listing
Rules and other applicable regulatory requirements to ensure compliance
and upkeep of good corporate governance practices. In addition, a
written procedure was established in June 2005 to enable the Directors,
in discharge of their duties, to seek independent professional advice
in appropriate circumstances at a reasonable cost to be borne by the
Company.

Directors’ Continuous Professional Development

For continuous professional development, in addition to Directors’
attendance at meetings and review of papers and circulars sent by the
management of the Company, the Directors participated in the activities
including the following:
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Participation in Continuous Professional Development Activities

SHEEEXRRTED
Attending trainings/
briefings/seminars/
Reading Regulatory conferences relevant
Updates to Directors’ duties
HERES
BEABHOEN
HEER fmeExRE
Name of Directors EEgE B mae
Executive Director: BITES:
Mark Wong Tai Chun (CEQ) FRA(TTEAGE) v v
NED: FHITES :
Arthur George Dew (Chairman) WEE(EE) v v
INEDs: BYFHTES:
Francis J. Chang Chu Fai =
(Deputy Chairman) (&§1E/E) v v
Li Chak Hung S v v
Carlisle Caldow Procter Carlisle Caldow Procter v v



ROLES OF CHAIRMAN AND CHIEF EXECUTIVE

Code provision A.2.1 of CG Code stipulates that the roles of chairman
and chief executive shall be separate and shall not be performed by the
same individual. Mr. Arthur George Dew, being the Chairman, 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 chief executive are performed by Mr.
Mark Wong Tai Chun, the Executive Director and CEO 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 approved by the Board in June 2007 and subsequently
updated in April 2012.

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

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 ensure compliance and
upkeep of good corporate governance practices.
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All NEDs (including INEDs) were appointed for a specific term, but subject
to the relevant provisions of the Bye-Laws or any other applicable laws
whereby the Directors shall vacate or retire from their office but shall be
eligible for re-election. The term of appointment of the NEDs (including
INEDs) has been renewed for further two years commencing from 1
January 2013.

According to the Bye-Laws, 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) shall retire from office by rotation. Further, any
Director appointed by the Board 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 the 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.

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for performing corporate governance duties and
has adopted the written terms of reference on its corporate governance
functions in April 2012.

The duties of the Board in respect of the corporate governance functions
include:

(i) developing and reviewing the Company’s policies and practices on
corporate governance;

(ii) reviewing and monitoring the training and continuous professional
development of Directors and senior management;

(iii) reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv)  developing, reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and Directors;
and

(v) reviewing the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

In 2012 and up to the date of this report, the Board has performed the
corporate governance duties in accordance with its terms of reference.
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BOARD COMMITTEES

The Board has established various committees, including a Nomination
Committee, 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.

Nomination Committee

The Nomination Committee has been established on 20 March 2012 and
is chaired by the Chairman and comprises a majority of INEDs. Currently,
the Nomination Committee consists of four members, including Messrs.
Arthur George Dew (Chairman of the Nomination Committee), being
a NED, Francis J. Chang Chu Fai, Li Chak Hung and Carlisle Caldow
Procter, all being INEDs. 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;

(ii) 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;

(iii) 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 and the CEO.

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.
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The Nomination Committee will meet as and when necessary in
accordance with its terms of reference and may also deal with matters
by way of circulation. In 2012, no Nomination Committee meeting was
held while the Nomination Committee dealt with matters by way of
circulation. In 2012 and up to the date of this report, the Nomination
Committee performed the works as summarised below:

(i) reviewed and recommended for Board approval the proposed
resolutions for re-election of the retiring Directors at 2012 AGM
and 2013 AGM; and

(i) reviewed and recommended for Board approval the renewed
term of appointment of NEDs (including INEDs) with reference
to the structure, size and composition of the Board and the
independence of each INED.

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 J. Chang
Chu Fai and Carlisle Caldow Procter, all being INEDs. The Remuneration
Committee is provided with sufficient resources to discharge its duties
and has access to independent professional advice according to the
Company’s policy if considered necessary.

The major roles and functions of the Remuneration Committee are:

(i) to make recommendation to the Board on 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 Executive Directors’ remuneration
proposals with reference to the Board’s corporate goals and
objectives;

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

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

(v) to ensure that no Director is involved in deciding his own
remuneration.
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The terms of reference of the Remuneration Committee are in
compliance with the code provision B.1.3 of the Former CG Code,
but with a deviation from the code provision that the Remuneration
Committee shall review (as opposed to determine under the code
provision) and make recommendations to the Board on the remuneration
packages of the Executive Directors only and not senior management
(as opposed to executive directors and senior management under the
code provision). Certain amendments have been made to the Former CG
Code with effect from 1 April 2012 (“CG Amendments”), including code
provision B.1.2 of CG Code (B.1.3 of the Former CG Code), which now
accommodates a model where the remuneration committee performs
an advisory role as to the remuneration packages of the Executive
Directors and senior management. Accordingly, the revised terms of
reference of the Remuneration Committee adopted to align with the CG
Code are in compliance with the code provision B.1.2 except that the
Remuneration Committee shall make recommendations to the Board on
the remuneration packages of the Executive Directors only and not senior
management (as opposed to Executive Directors and senior management
under the new code provision B.1.2). The reason for the above deviations
are summarised as below:

(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;

(ii) all Remuneration Committee members are INEDs who may not
be industry skilled and come from differing professions and
backgrounds and they are not involved in the daily operation of
the Company. They may have little direct knowledge of industry
practice and standard compensation packages. The Remuneration
Committee is thus not in a position to properly determine the
remuneration of the Executive Directors;

(iii) the Executive Directors must be in a position to supervise and
control senior management and thus must be able to control their
compensation; and

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

The terms of reference of the Remuneration Committee are available on
the websites of the Stock Exchange and the Company.
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The Remuneration Committee shall meet at least once a year in
accordance with its terms of reference. One Remuneration Committee
meeting was held in 2012 and the attendance of each member is set out
in the section headed “The Board” of this report.

In addition to the Remuneration Committee meeting, the Remuneration
Committee also dealt with matters by way of circulation during 2012.
In 2012 and up to the date of this report, the Remuneration Committee
performed the works as summarised below:

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

(i) 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 1 April
2012;

(iii) reviewed the performance of the Executive Director; and

(iv) reviewed and recommended for the Board’s approval the
increase in service fees of the INEDs and the renewal of term of
appointment of NEDs (including the INEDs).

The remuneration payable to Directors (including any service fees of
the INEDs) will depend on their respective contractual terms under their
employment contracts or service contracts as approved by the Board
on the recommendation of the Remuneration Committee. Details of
the Directors’ remuneration are set out in note 13 to the 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 17 August 2012. Details of the remuneration policy of the Group
are also set out in “Management and Staff” paragraph contained in the
“Review of Operations” section on page 9.
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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, all being INEDs. The Audit Committee is provided with
sufficient resources to discharge its duties and has access to independent
professional advice according to the Company’s policy if considered
necessary.

The major roles and functions of the Audit Committee are:

(i) to consider and make recommendations to the Board on 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 its resignation or dismissal;

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

(i) to act as the key representative body for overseeing the
Company’s relations with the external auditor;

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

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

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

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

(viii)  to review the Group’s financial controls, internal control and risk

management systems;

(ix) 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
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(x) to consider major investigations findings on internal control
matters and management’s response.

The terms of reference of the Audit Committee are revised from time to
time to comply with the code provision C.3.3 of the CG Code and Former
CG Code, but with deviations from the code provision of the audit
committee’s responsibility to:

(i) implement policy on the engagement of the external auditors to
supply non-audit services;

(i) ensure the management has performed its duty to have an
effective internal control system; and

(iii) ensure co-ordination between the internal and external auditors,
and ensure that the internal audit function is adequately resourced
and has appropriate standing within the listed company.

The Board considers that the Audit Committee 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;

(ii) 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.

Further, the Board considers that the Audit Committee only possesses the
effective ability to scrutinise (as opposed to ensure) whether management
has performed its duty to have an effective internal control system.
Where an internal audit function exists, the Audit Committee is not
equipped to ensure that the same is in place as this would involve day-
to-day supervision and the employment of permanent experts. The Audit
Committee is not in a position either to ensure co-ordination between
the internal and external auditors but it can promote the same. Similarly,
the Audit Committee is not in a position to ensure that the internal audit
function is adequately resourced but it can check whether it is adequately
resourced.
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The terms of reference of the Audit Committee are available on the
websites of the Stock Exchange and the Company.

The Audit Committee shall meet at least twice a year in accordance with
its terms of reference. Two Audit Committee meetings were held in 2012
and the attendance of each member is set out in the section headed “The
Board” of this report.

In addition to the Audit Committee meetings, the Audit Committee also
dealt with matters by way of circulation during 2012. In 2012 and up
to the date of this report, the Audit Committee performed the works as
summarised below:

(i) reviewed and approved the audit scope and fees proposed by the
external auditor;

(i) reviewed the reports from the external auditor in relation to the
final audit for the year ended 31 December 2011, the interim
results review for the six months ended 30 June 2012 and the
final audit for the year ended 31 December 2012 of the Group;

(iii) reviewed and recommended for the Board'’s approval the financial
reports for the year ended 31 December 2011, for the six months
ended 30 June 2012 and for the year ended 31 December 2012;

(iv) reviewed the effectiveness of internal control system and risk
management, including reviewed the internal control review
reports from an external professional firm;

(v) 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;

(vi) 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;
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(vii)  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 1 April 2012;

reviewed and recommended for the Board’s annual review the
Related Party Transaction Policies and Procedures, the Connected
Transaction Policy and the Whistle Blower Policy; and

(viii)

(ix) reviewed and recommended for the Board’s approval the Policy
on the Disclosure of Inside Information to align with the relevant
amendments pursuant to the Securities and Futures (Amendment)
Ordinance 2012 effective on 1 January 2013.

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 30 November
2010. The Executive Committee is vested with all the general powers
of management and control of the activities of the Group as are vested
in the Board, save for those matters which are reserved for the Board'’s
decision and approval pursuant to the written terms of reference of the
Executive Committee.

The Executive Committee will meet as and when necessary to discuss
the operating affairs of the Group and may also deal with matters
by way of circulation. The Executive Committee is mainly responsible
for undertaking and supervising the day-to-day management and is
empowered:

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

(ii) to plan and decide on strategies to be adopted for the business
activities of the Group within the overall strategy of the Group as
determined by the Board.
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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 inside
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 31 December 2012, 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 were
complied with. The Directors believe that they have selected suitable
accounting policies and applied them consistently, and made judgements
and estimates that are prudent and reasonable and have ensured that the
consolidated financial statements are prepared on a 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 46 and 47.

Internal Control

The Board has the responsibility to review annually the effectiveness
of the Group's internal control system 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 internal control system is designed to provide reasonable,
but not absolute, assurance against material misstatement or loss and
manage rather than eliminate risks of failure in operational systems.
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An external professional firm 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 2012, 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 is set out as follows:
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HK$'000
Services rendered for the Group B KB R AR FET
Audit services ZE RS 280
Non-audit services (including review of interim results IERXBURTS
and internal control) (BIRER P ERZE4E S N EPEETE) 186
Total: &5t 466
COMMUNICATION WITH SHAREHOLDERS EBRg Rz BB

The Board recognises the importance of good communication with the
Shareholders. Information in relation to the Group is disseminated to the
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 from
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.
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The 2012 AGM was held on 29 May 2012. The attendance records of the
Directors at the general meeting are set out in the section headed “The
Board” of this report.

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

Shareholder(s) holding not less than one-tenth of the paid up capital of
the Company which carries the right of voting at general meetings can
request the convening of a special general meeting according to Bye-
law 58 of the Bye-Laws and Section 74(1) of the Companies Act 1981
of Bermuda (“Act”) by written requisition, with the stated business
proposed to be transacted, which must be validly served at the head
office and principal place of business of the Company registered in Hong
Kong (“Head Office”). Besides, Shareholders may make a proposal at
a Shareholders’ meeting by submitting it in written form to the Board
at the Head Office in the form of a proposed resolution, which shall be
clearly and concisely set out the proposal for discussion and be relevant
to the Company’s business scope.

The Board established a shareholders’ communication policy. A
Shareholder may serve an enquiry to the Board at our Head Office for the
attention of the Board in written form, which shall state the nature of the
enquiry and the reason for making the enquiry. In addition, Shareholders
can contact Tricor Tengis Limited, the branch share registrar of the
Company, for any questions about their shareholdings.

SIGNIFICANT CHANGES IN CONSTITUTIONAL
DOCUMENTS

At the 2012 AGM, special resolutions were passed regarding amendment
of the Bye-Laws and the adoption of a new Bye-Laws in order to bring
the Bye-Laws in line with certain amendment to the Listing Rules and
the Act. Details of the amendments are set out in the circular of the
Company dated 18 April 2012.
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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, 15 March 2013
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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 31 December
2012.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its subsidiaries at 31 December 2012 are set out in note 16 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 48 and
in the accompanying notes to the consolidated financial statements.

The Board has recommended a final dividend of HK18.5 cents per share
(2011: HK2.6 cents per share) and a special dividend of HK21.5 cents per
share (2011: HK17.4 cents per share) for the year ended 31 December
2012 payable to the shareholders of the Company (“Shareholders”)
whose names appear on the register of members of the Company on
Tuesday, 18 June 2013, making a total dividend for the year 2012 of
HK40 cents per share (2011: HK20 cents per share). Details are set out in
note 10 to the consolidated financial statements.
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CLOSURE OF REGISTERS OF MEMBERS AND WARRANT
HOLDERS

(1

(2)

For determining the entitlement to attend and vote

at the forthcoming annual general meeting of the
Company (“2013 AGM")

The 2013 AGM is scheduled to be held on Tuesday, 4 June 2013.
For determining the entitlement to attend and vote at the 2013
AGM, the register of members and register of warrant holders of
the Company will be closed from Friday, 31 May 2013 to Tuesday,
4 June 2013 (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 2013 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, 30 May 2013.

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 2013 AGM. For determining
the entitlement to the proposed final and special dividends for
the year ended 31 December 2012, the register of members
and register of warrant holders of the Company will be closed
from Friday, 14 June 2013 to Tuesday, 18 June 2013 (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, 13 June 2013. Subject to approval by the Shareholders
at the 2013 AGM, dividend warrants are expected to be
despatched to the Shareholders by post on or around Tuesday, 2
July 2013.
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SUMMARY OF FINANCIAL INFORMATION MBEREHEBE

A summary of the results and assets and liabilities of the Group for the TXFE ARIEEC A 2 KEBEXI BRI
last five financial years, as extracted from the published audited financial KEZ&HHE  EHEV 2 AEENBETR
statements and reclassified/restated as appropriate, is set out below. AMBEEZE2EREELRBEZME - K
This summary does not form part of the audited consolidated financial ~ EIt TNERK KB G RIEHREK 2 — 3010 -
statements.

Year ended 31 December
BE+-RA=1t—HLEE
2012 2011 2010 2009 2008
—E--F ZFT——F ZT-FTF ZTTNF ZTZT)/\F
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FExT FAT FAT FAT FAT
(restated)  (restated) (restated) (restated)
(E31)) (&%) (&%) (&%)

RESULTS £
REVENUE WA
Continuing operations FHBICE TS 153,940 133,056 106,801 101,311 98,575
Discontinued operations BRI PR - - 967,349 1,002,463 882,066
153,940 133,056 1,074,150 1,103,774 980,641
PROFIT/(LOSS) BEFORE RRATSBLAT
INCOME TAX B, (E5ER)
Continuing operations FHBICE TS 96,910 14,765 12,576 13,368 7,467
Discontinued operations EAR PR T - (1,493) 1,457,456 75,619 67,743
96,910 13,272 1,470,032 88,987 75,210
INCOME TAX CREDIT/ FrEHE SR
(EXPENSE) /(%)
Continuing operations FHERE X (920) (41) 74 (335) 140
Discontinued operations BRI TR - - (6,723)  (12,727)  (10,830)
(920) (41) (6,649)  (13,062)  (10,690)
PROFIT/(LOSS) FOR THE YEAR Z2 F)
ATTRIBUTABLE TO THE BB AR
OWNERS OF THE COMPANY  F &%/ (F518)
Continuing operations FHECE TS 95,990 14,724 12,650 13,033 7,607
Discontinued operations BRI T - (1,493) 1,450,733 62,892 56,913

95,990 13,231 1,463,383 75,925 64,520
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31 December

+=B=+-—8
2012 2011 2010 2009 2008
—E--F ZF——F ZT-FTF ZTTNF ZTT)N\F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAT FAT FAT
ASSETS AND LIABILITIES BEREE
Total assets BEE 1,578,687 1,527,033 1,741,212 541,464 492,394
Total liabilities Pry= 25,585 17,576 38,023 201,577 188,244
Total equity e fBET 1,553,102 1,509,457 1,703,189 339,887 304,150
Total liabilities and total equity 428 & M EsT 1,578,687 1,527,033 1,741,212 541,464 492,394
PROPERTY, PLANT AND EQUIPMENT MR - BB KRR
Details of movements in the property, plant and equipment of the Group ANEEBEY % - MELRERFAZ LS FHBEH
during the year are set out in note 14 to the consolidated financial — FI4R& Bf ¥ RERMIFE14
statements.
SHARE CAPITAL AND WARRANTS B2 R SR B 58

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.

SHARE OPTION SCHEME

The share incentive plan, which was approved and adopted by the
Company on 7 June 2002, has expired on 6 June 2012.

No option was granted under the share incentive plan during the
period from 1 January 2012 to 6 June 2012, nor was there any option
outstanding at 6 June 2012.

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.

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 52 respectively.
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DISTRIBUTABLE RESERVES

As at 31 December 2012, 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$1,413,907,000, of which HK$37,798,000 and HK$43,927,000
have been proposed as final dividend and special dividend for the year
respectively.

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. Mark
Wong Tai Chun and Francis J. Chang Chu Fai 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 31 December 2014 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.
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DIRECTORS’ INTERESTS

As at 31 December 2012, 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

EFziED

R-ZEBE-—Z_F+RA=+—H REZFFRH
BIROI(TEF M ED ) FE3526RERFE
ZERMAE  EFTABEERTRHESLLE
KRR REAEEE RO MAERND (BER
BH R EIRGIEXVER) R R B LA T

SFO:

Approximate

Number of % of the
shares and relevant
underlying issued  Nature of
Name of Directors Name of companies shares held share capital interests
BB
BERLR ERITREZ
EENSE YNCIE=Y HERAHEA BHESHE #ERHE
Mark Wong Tai Chun the Company (Note 1) 143,043 0.07%  Personal interests
B RAE (FEET) [EPN
Li Chak Hung SHK Hong Kong Industries Limited 6,000 0.00%  Personal interests
R (“SHK HK IND") (Note 2) B ARz
TR EBRAT
([FITHE D) (FE2)
Notes: BIRE -
1. This represents an interest in 119,203 shares and 23,840 units of warrants of the 1. A IEANAE]119,203 A% (9 12 23,84017 sR AR 1 7E
Company. THEZS o
2. This represents an interest in 6,000 shares of SHK HK IND, a fellow subsidiary of the 2. ZHEw 186,000 TR E (ARRIZRARWE LA
Company. A& in 2 #as -
3. All interests stated above represent long positions. 3. LR BT A -
Save as disclosed above, at 31 December 2012, none of the Directors M EXFT#HEEN R _ZT——F+ - A

and chief executive of the Company had any interests or short positions
in any shares, underlying shares or debentures of the Company or any
of its associated corporations, within the meaning of Part XV of the SFO,
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (“Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”).

=t—B ARAZREZRESTHRAEH
ERAR A A REEE (s R Es R
BIRGIFEXVER) 2 EMR - HEARD HESFF
BAARENRIEE 5 M GRPIE 352168 E
FEZELM  HREFEBMARIAER
NEN([EERZ P ) B BT AR BT BT AR B 1) B
BRTAEc EMBETAESETESX NG
EFRIBRTTHEARR MR 2 I
HORE e



DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year and up to the date of this report, the following Directors
(not being the INEDs) are considered to have interests in the businesses
listed below which compete or are likely to compete with the businesses
of the Group pursuant to the Listing Rules as set out below:

(i) Mr. Arthur George Dew is a director of each of Allied Group
Limited (“AGL"), Allied Properties (H.K.) Limited (“APL"”) and SHK
HK IND which, through certain of their subsidiaries, are involved in
the investment in financial instruments; and

(i) Mr. Mark Wong Tai Chun is a director of each of APL and SHK HK
IND which, through certain of their subsidiaries, are involved in
the investment in financial instruments.

Although the above-mentioned Directors have competing interests in
other companies by virtue of their respective common directorship,
they will fulfill their fiduciary duties in order to ensure that they will act
in the best interest of the Shareholders and the Company as a whole
at all times. Hence, the Group is capable of carrying on its businesses
independently of, and at arm’s length from, the businesses of such
companies.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 31 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.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

During the year and as at 31 December 2012, 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, AGL, granted under
the share option scheme of AGL nor in the warrants of the Company’s
direct holding company, 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.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ FERRRAEMALTZE#E
INTERESTS

At 31 December 2012, the following Shareholders had interests in the WRZ-—ZT——F+=-_HA=+—H ' BIEHELELH
shares and underlying shares of the Company as recorded in the register E{&HIZE3361KREMTFEZ B MTE, > #A

required to be kept under Section 336 of the SFO: RRFRRD RABRARR RS 2 IR AT
Number of shares Approximate
and underlying % of the relevant
Name of shareholders Nature of interests shares held issued share capital  Notes
BRERHR EEBEERT
BRERER BEME HEROHA BRAZBOBESE W&
APL Interest of controlled corporation 178,042,931 87.14% 1
HraE REFVER 2
AGL Interest of controlled corporation 178,042,931 87.14% 2
BERE RPEHEE 2 s
Lee and Lee Trust Interest of controlled corporation 178,042,931 87.14% 3

RHAE s

Allard Partners Ltd. Investment manager 15,626,000 7.64% -
HEKE

COL Capital Limited (“COL Capital”) Interest of controlled corporation 12,372,800 6.05% 4

HEBRERNERAR REHEE 2 s

(IR E R ])

Chong Sok Un (“Ms. Chong") Interest of controlled corporation 12,372,800 6.05% 5

szm Mz L)) R EE 2 s



Notes:

This includes interests in (i) 149,165,776 shares of the Company; and (ii) 28,877,155
units of warrants of the Company held by Wah Cheong Development (B.V.1.) Limited
("Wah Cheong"”), a wholly-owned subsidiary of Famestep Investments Limited which
in turn is a wholly-owned subsidiary of APL. APL was therefore deemed, by virtue
of the SFO, to have an interest in the shares and underlying shares in which Wah
Cheong was interested.

AGL owned approximately 74.97% 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
65.00% interest 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%
interest 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) 10,684,000 shares of the Company; and (i) 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) 10,684,000 shares of the
Company; and (ii) 1,688,800 units of warrants of the Company. COL Capital
is beneficially owned by Vigor Online Offshore Limited (“Vigor Online”) as to
approximately 72.04%. 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 31 December 2012, no short
positions were recorded in the register required to be kept under Section 336 of the
SFO.

Fif&E
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CONTINUING CONNECTED TRANSACTIONS

0

Sharing of Administrative Services and Management
Services Agreement

As disclosed in the announcements of the Company dated 31
January 2011 and 5 November 2012 and the 2011 Annual
Report of the Company, the Company entered into a sharing
of administrative services and management services agreement
("Services Agreement”) and a supplemental agreement thereof
("Supplemental 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 31 January 2011 and 5 November 2012 respectively,
pursuant to which (1) the Company agreed to renew and extend
the terms of the sharing of management services agreement
dated 31 January 2008 for a period of three years commencing
from 1 January 2011 to 31 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), internet, photocopying and
other ancillary office services to the Group (“Administrative
Services”). The Company agreed to reimburse AGL the actual
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 and as amended by the
Supplemental Services Agreement thereafter were HK$2,220,000,
HK$3,400,000 and HK$3,500,000 respectively for each of the
three financial years ending 31 December 2013. The total amount
paid to AGL for the financial year ended 31 December 2012 was
HK$3,400,000.
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Insurance Brokerage Services Agreement

As disclosed in the announcement of the Company dated 31
January 2011, 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 turn is an associate of the substantial
shareholder of the Company and hence connected person of the
Company as defined under the Listing Rules, on 31 January 2011
pursuant to which SHK Insurance agreed to provide packaged
insurance brokerage services to the Group for a term of two
years commencing from 1 January 2011 to 31 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 ended 31 December 2012. The
total amount of insurance premium paid to SHK Insurance for the
year ended 31 December 2012 was HK$1,154,000.

As disclosed in the announcement of the Company dated 29
January 2013, the Insurance Brokerage Services Agreement was
subsequently renewed on 29 January 2013, pursuant to which
the annual caps for the transactions were set at HK$1,440,000
and HK$1,800,000 respectively for each of the two financial years
ending 31 December 2014.
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(Il)  Sub-tenancy Agreement

As disclosed in the announcement of the Company dated 25 May
2012 and 4 July 2012, the Company entered into a sub-tenancy
agreement (”“Sub-tenancy Agreement”) with AP Administration
Limited (“AP Administration”), an indirect wholly-owned subsidiary
of APL, the controlling shareholder of the Company, in relation to
the tenancy of portion of 9th Floor of Allied Kajima Building, No.
138 Gloucester Road, Wanchai, Hong Kong commencing from
1 October 2012 and expiring on 28 February 2014. The annual
caps for the transactions in respect to the tenancy under the Sub-
tenancy Agreement were set at HK$960,000, HK$1,690,000 and
HK$290,000 for the year ended 31 December 2012, year ending
31 December 2013 and for the period from 1 January 2014
to 28 February 2014 respectively. The total amount paid to AP
Administration for the financial year ended 31 December 2012
was HK$387,000.

Accordingly, the transactions contemplated under the Services Agreement
as varied by the Supplemental Services Agreement, the Insurance
Brokerage Services Agreement and the Sub-tenancy Agreement constitute
continuing connected transactions of the Company (“Continuing
Connected Transactions”) under Rule 14A.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 announcements as set out above and are included in this
Annual Report in accordance with the requirements of Rules 14A.45 and
14A.46 of the Listing Rules.

Pursuant to Rule 14A.37 of the Listing Rules, 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:

(i) 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 as a whole.
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In the opinion of the Board, the Continuing Connected Transactions have
been entered into in the manners stated above.

Pursuant to Rule 14A.38 of the Listing Rules, the Board engaged the
auditor of the Company to perform a review in respect of the above
Continuing Connected Transactions and the auditor has reported its
conclusion to the Board, confirming the matters set out in Rule 14A.38 of
the Listing Rules.

The Continuing Connected Transactions also constitute related party
transactions of the Group during the year which are detailed in note 31
to the consolidated financial statements pursuant to the requirements
under the Hong Kong Accounting Standard 24 (Revised) and falls under
the definition of “continuing connected transaction” in Chapter 14A
of the Listing Rules. The Company has complied with the disclosure
requirements, where appropriate, in accordance with Chapter 14A of the
Listing Rules.

EMOLUMENT POLICY

Details of the Directors’ and senior management emoluments and of the
five highest paid individuals in the Group are set out in note 13 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.

Annual Report 2012 G 43

Directors’ Report
EEgRS

EXeRRn RSRERERSOR AT

RIAL e

BIEEMRAIEI14A38IGHT EFSEAN
NEVZEE A LNFBERER FEITES - %
HAEMEZESEREELER  UH ETHRAE
14A 38IERFTML B IRIE L FER ©

RIEFBGHERE 2458 (BERT) ZRTE -
ZERBUERSTERAKERFANZER
BALRS  HFBHIINGA MWK GE
31 KA LMRAUFVAEFERERS |
ZEE - ARFRCER ETRRFI4AZT 2 HKE
HE(Em) -

i Bl I 3%
EEMEBTBRABRZMERARELEER
FMA L2 MEFHBEREREMERMRMEEI3 -

WITRREeRAKEEE 2E - EFENMEE
BRI AN EREE 2 HrBHERR

BNEZZHFHERFHFMNEEERNEESIR
W EFEER  BZBZREBANOIRS
BHRZIGEFARARBELESE  AARRE
KRBTSR BT MERE -



i / / 4 5
S S S }
y v VoY / 4 .
~ . Nt
= eas |
ey
/, 7S s
Wl -4

Directors’ Report
gERRE

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate revenue attributable to the Group's five
largest customers accounted for less than 30% of the Group's total
revenue for the year. The aggregate purchases attributable to the Group’s
five largest suppliers accounted for 55% of the Group’s total purchases
for the year. The purchases attributable to the Group’s largest supplier
amounted to 17% of the Group’s total purchases.

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.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Save for the Company’s purchases of its own shares on the Stock
Exchange as disclosed below, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company’s
securities on the Stock Exchange during the year ended 31 December
2012.

Number of shares

Purchase consideration

FTEERRMERS
FR REAEEEREZARL, Z WAL
EREEZFIRABRELNI0%  MAKEE
hAEBARER s ABRBEASE 2 FRE
HBEE 255% o AEBE G ARER 2 HEBEELAR
SERBREI1T7%

TAESE REIMBEALHNBESHAES
RRB D EITIRANS% A LR - WENRARE
BhAHERTHEE TN ESER -

fRO - HEXROES

BRI AT R AN A R B R FTBE B A A 5 2
BRAASN - ARBLEAFMBERAREREE
SR —F T AT BLEFERRBRA
BBE - REREEARREMES -

Aggregate
consideration paid

Month repurchased per share (before expenses)
B EERGOEE SRBENAE 2R EHERE (FF AR A
Highest Lowest
BeE BRIKE
(HK$) (HK$) (HK$)
(%7t) (L) (%7T)
March
=A 98,000 4.20 4.15 410,200
April
M A 704,000 4.20 4.20 2,956,800
May
A 840,000 4.30 4.30 3,612,000
August
AV=! 730,000 4.20 4.15 3,041,000
October
+A 88,000 4.35 4.21 374,820
November
+—A 110,000 4.20 4.20 462,000
December
+=—H 80,000 4.70 4.70 376,000
2,650,000 11,232,820




DONATIONS

The Group made no charitable donations during the year.

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 13 to 30.

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 31 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
(“BDQO") to practise in the name of BDO, GTHK resigned and BDO was
appointed as auditor of the Company effective from 3 December 2010.
The consolidated financial statements for the years ended 31 December
2010, 2011 and 2012 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, 15 March 2013
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Independent Auditor’s Report
T N Az BRI R

IBDO

fHE : +8522815 2239

Tel: +8522218 8288 25™ Floor Wing On Centre
Fax: +852 2815 2239 111 Connaught Road Central
www.bdo.com.hk Hong Kong

5% | +8522218 8288 ERTHRETI5R

KL 2518

www.bdo.com.hk

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

We have audited the consolidated financial statements of Allied Overseas
Limited (the “Company”) and its subsidiaries (together the “Group”)
set out on pages 48 to 132, which comprise the consolidated and
company statements of financial position as at 31 December 2012, 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
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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.

BDO Limited
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BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.



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

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2012, 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, 15 March 2013
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Consolidated Statement of Comprehensive Income

e EmEWEm R

For the year ended 31 December 2012 #iZ — T ——F+_A=+—HILFE

2012 2011
—E——F —ET——%F
Notes HK$'000 HK$'000
Bt & FTHERT T
(Restated)
(geE:51)
Continuing operations HEKEER
Revenue A 6 153,940 133,056
Fair value gains/(losses) on financial B RaiR A FEIIRZ
instruments at fair value through profit or SRITAEZ AFERE
loss (&18) 54,285 (9,945)
Other income and gains E AU A Rz 4,131 3,015
Changes in inventories recognised as an BHRRY 2 FEE
expense (3,516) (172)
Employee benefits expense EERAMFX (56,317) (51,434)
Depreciation e (1,151) (986)
Other expenses, net EAtb BT FEE (54,462) (58,769)
Profit before income tax B PTS B AT & F 7 96,910 14,765
Income tax expense FriSfif 8 (920) (41)
Profit for the year from continuing operations 3 4E4% ‘& 154 N 7 95,990 14,724
Discontinued operations RIS ER
Loss for the year from discontinued operations =48 |F 484 £ FE R I8 12 - (1,493)
Profit and total comprehensive income AKABEE AEMN
for the year attributable to the owners FRHEFNR
of the Company ZEBAEE 9 95,990 13,231
2012 2011
=F—=F —
HK cents HK cents
Al il
Earnings per share from continuing AATEREAELSE
operations attributable to the owners REEBCBRER
of the Company 11
Basic and diluted ERREE 46.7 7.1
Loss per share from discontinued AATREEAEMDEL
operations attributable to the owners REEK I BRER
of the Company 11
Basic and diluted ERREE N/ARER (0.7)
Earnings per share attributable to AARHEEAELEBRER
the owners of the Company 11
Basic and diluted BEARREE 46.7 6.4




Consolidated Statement of Financial Position
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As at 31 December 2012 R=ZF——F+_A=+—H

2012 2011
—E——F —ET——%F
Notes HK$°000 HK$'000
B 5 FET FAET
ASSETS AND LIABILITIES BEERAHE
Non-current assets FREEE
Property, plant and equipment Y% - BB R 14 2,100 2,142
Goodwill EESS 15 1,358 1,358
Financial assets at fair value through BBEREANTEYERZ
profit or loss TREE 17 626,449 405,383
629,907 408,883
Current assets REEE
Inventories FE 18 3,320 1,369
Trade receivables B 5 e IE 19 1,074 932
Prepayments, deposits and other receivables ~ TEFIE - Z& REMEWHKE 20 23,674 20,040
Tax recoverable Al EF IR - 136
Pledged bank deposits RITHEIRF K 21 13,811 3,000
Cash and cash equivalents BERERREEE 21 906,901 1,092,673
948,780 1,118,150
Current liabilities REBAE
Trade payables, other payables, accruals and 2 ZERZIE - A ERFUE
deposits received TR IE N B WiR e 22 16,231 17,096
Deferred revenue EEUA 451 480
Tax payable FEGTLIE 891 -
17,573 17,576
Net current assets REBEEFE 931,207 1,100,574
Total assets less current liabilities HEERRBEE 1,561,114 1,509,457
Non-current liabilities FREBEE
Financial liabilities at fair value through profit i#iBiBz1RA F@EFIE Y
or loss TRAE 23 8,012 -
Net assets BEEFE 1,553,102 1,509,457
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Consolidated Statement of Financial Position

rEBARNE
2012 2011
—B—=fF —E——f
Notes HK$'000 HK$'000
M 5 FHET T
EQUITY s
Equity attributable to the owners AARERE AELER
of the Company
Share capital P& 25 20,431 20,696
Reserves i 27(a) 1,450,946 1,447,368
Dividends ks 10 81,725 41,393
Total equity FEREE 1,553,102 1,509,457
On behalf of the Board AEEZMm

Arthur George Dew
Director
IESE

EZE

Mark Wong Tai Chun
Director
EPN =}
=



Statement of Financial Position
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As at 31 December 2012 R=ZF——F+_A=+—H

2012 2011
=F—=F e
Notes HK$'000 HK$'000
B & FHExT BT
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Interests in subsidiaries NG T 16 611,196 454,837
Current assets REEE
Prepayments, deposits and other TERTRUE ~ Re REM
receivables FEl R IE 20 756 1,217
Tax recoverable AT B F5 18 - 37
Cash and cash equivalents HeMERBESEE 21 875,503 1,075,389
876,259 1,076,643
Current liabilities REBEE
Other payables and accruals HAb PR FIE R BT UE 2,910 1,354
Amounts due to subsidiaries S NG E e 16 50,207 50,224
53,117 51,578
Net current assets REEEFE 823,142 1,025,065
Net assets EEFE 1,434,338 1,479,902
EQUITY e
Share capital R 25 20,431 20,696
Reserves e 27(b) 1,332,182 1,417,813
Dividends H& B 10 81,725 41,393
Total equity RES AT 1,434,338 1,479,902

On behalf of the Board

Arthur George Dew
Director

WEEE

EEEGm

Mark Wong Tai Chun
Director
EKR$
EF
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Consolidated Statement of Changes in Equity
e ER

For the year ended 31 December 2012 HHZE—ZT——F+=-A=+—ALLFE

Share Retained Total
capital profits Dividends equity
(&N REHEF BE AT
Notes HK$'000 HK$000 HK$'000 HK$'000
(i3 FEx FET FET BT
Balance at 1 January 2011 RZZ——%—H—H
R 20,696 1,475,530 206,963 1,703,189
Profit and total comprehensive income R H & 2 EUA
for the year 1A%E - 13,231 - 13,231
Final 2011 dividend declared FR-_E——FEREKE 10 - (5,381) 5,381 -
Special 2011 dividend declared ER-T——FHHKE 10 - (36,012) 36,012 -
Transactions with owners: HBEBAZIRS
Special 2010 dividend paid ENZZE-ZFREFIKRE 10 - - (206,963) (206,963)
Balance at 31 December 2011 and i f——E‘I' ﬂ
1 January 2012 =t—-BRZZE—=%
—H—Hz4 uﬁ% 20,696 1,447,368 41,393 1,509,457
Profit and total comprehensive income £ A3 F & 2 EUA
for the year B - 95,990 - 95,990
Final 2012 dividend declared ERZZE-FREAKRS 10 - (37,798) 37,798 -
Special 2012 dividend declared BR-Z——FERRRE 10 - (43,927) 43,927 -
Transactions with owners: HEFGAZRS
Final 2011 dividend paid RN —E——FREBERES 10 - - (5,338) (5,338)
Special 2011 dividend paid RN —Z——FERRE 10 - - (35,727) (35,727)
Reversal of dividend arising from BRI EENRSER
repurchase of shares 10 - 328 (328) -
Repurchase of shares and exercise of  BEEIS ) 1T ARAEE
warrants 25 (265) (11,015) - (11,280)
Balance at 31 December 2012 R-ZE——F+=8

=t—R2&Et 20,431 1,450,946 81,725 1,553,102




Consolidated Statement of Cash Flows
AR ERENR

For the year ended 31 December 2012 HE-Z——F+=-A=+—HILFE

2012 2011
=F—=F e
Notes HK$'000 HK$'000
Bt FTHET T
(Restated)
(5&&E7)
Cash flows from operating activities of REAFESERDRILERE
continuing and discontinued operations EReRETH2RERE
Profit before income tax B FT 1SR BEF
Continuing operations SYE 50 96,910 14,765
Discontinuing operations DR | AR - (1,493)
Total Az 96,910 13,272
Adjustments for: KT
Loss on disposal of subsidiaries HERBAREIE - 1,493
Bank interest income RITHBUA 6 (13,987) (15,597)
Interest and investment income from financial R BiE@ERIEZAFESIRY
assets at fair value through profit or loss BRIEE S RIEWA 6 (41,415) (18,916)
Depreciation e 7 1,151 986
Impairment losses on trade receivables E S RWRIE 2 R EEE 7 133 17
Impairment losses on other receivables H b e R TE 2 SR E B 18 7 20 71
Loss on disposal/write-off of items of REMEYE  BE &
property, plant and equipment, net FBIAR 2 B8 FE 7 276 50
Fair value (gains)/losses on financial FHIBEREATEYEY
instruments at fair value through profit or SRIEZA¥E
loss (M), 518 (54,285) 9,945
Operating loss before working capital changes  Rit &8 &S ERT
R EE (11,197) (8,679)
Increase in inventories FEH (1,951) (1,369)
Increase in trade receivables B 5 el FaEis (275) (42)
Decrease in prepayments, deposits and other TBREOE - e REMREK
receivables IR 2,511 14,491
Decrease in trade payables, other payables, B HFENTUE - EMENRIE -
accruals and deposits received FES A & B UiE S (865) (20,200)
Decrease in deferred revenue IEEI AR (29) (74)
Acquisition of financial assets at fair value W E BB A BV
through profit or loss SRUEE (168,255) (350,878)
Proceeds from disposals of financial assets at HESEBEREATETRZ
fair value through profit or loss SRVEETSRIE 9,486 -
Interest and investment income received EHFERIEE WA 49,237 27,898
Cash used in operations REEB AR S (121,338) (338,853)
Income taxes refunded/(paid) BiRE (B #m) st 107 (313)

Net cash used in operating activities EREIFTR 2 RS 558 (121,231) (339,166)




Consolidated Statement of Cash Flows
REREMEE

2012 2011
—B-—F —T——%F
Notes HK$'000 HK$'000
Mt FET FET
(Restated)
(FE5))
Cash flows from investing activities of REAFESERDRIEREE
continuing and discontinued operations BeRETBHZHRERE
Purchases of items of property, plant and BAWE - WEREHEIEE
equipment (1,389) (2,218)
Proceeds from disposals of items of property, HEWE BENMREEE
plant and equipment FTiS5KIA 4 34
Increase in pledged bank deposits EHEARITFRIG (10,811) (3,000)
Net cash used in investing activities KEENFTHAZIRE 55 (12,196) (5,184)
Cash flows from financing activities of REFESERDRILRE
continuing and discontinued operations EBRETE2EHESRE
Repurchase of ordinary shares fEm &k (11,280) -
Dividends paid ERRE (41,065) (206,963)
Net cash used in financing activities BERBACEEFE (52,345) (206,963)
Net decrease in cash and cash equivalents RE&RZEFRLSEERS THE (185,772) (551,313)
Cash and cash equivalents at 1 January R—B—BzZzBE&R
ZEELEE 1,092,673 1,643,986
Cash and cash equivalents at 31 December A+=A=+—HzZHER
ERBRSEE 906,901 1,092,673
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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 HM11,
Bermuda. The address of its principal place of business is 9th Floor,
Allied Kajima Building, 138 Gloucester Road, Wanchai, 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,
medical equipment distribution, and investment in financial
instruments.

In the opinion of the directors, the immediate holding company of
the Company is Wah Cheong Development (B.V.1.) Limited, which
is incorporated in the British Virgin Islands. Its ultimate holding
company is Allied Group Limited (“AGL"), 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 24th Floor, Allied Kajima Building, 138
Gloucester Road, Wanchai, Hong Kong.

The financial statements for the year ended 31 December 2012
were approved for issue by the board of directors (the “Board”)
on 15 March 2013.
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2. ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

2.1

Adoption of amendments to HKFRSs — first
effective on 1 January 2012

In the current year, the Group has applied for the first time
the following amendments to HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA")
that are first effective and relevant for the Group’s financial
statements for the annual period beginning on 1 January
2012:

Amendments to HKFRS 7 Disclosures — Transfers of
Financial Assets

The amendments to HKFRS 7 expand the disclosure
requirements for transfer transactions of financial assets,
in particular where the reporting entity has continuing
involvement in financial assets that it has derecognised.
The newly required disclosures allow users of financial
statements to better understand the risks to which the
reporting entity remains exposed. And such information is
relevant in assessing the amount, timing and uncertainty of
the entity’s future cash flows.

The adoption of the amendments to HKFRS 7 has no
significant impact on the Group's financial statements.
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ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") —
continued
2.2 New/amended HKFRSs that have been issued but
are not yet effective
The following new/amended HKFRSs, potentially relevant
to the Group's financial statements, have been issued, but
are not yet effective and have not been early adopted by
the Group.

HKFRSs (Amendments) Annual Improvements 2009-

2011 Cycle?
Amendments to Presentation of Items of Other
HKAS 1 (Revised) Comprehensive Income!
Amendments to Offsetting Financial Assets and
HKAS 32 Financial Liabilities3

Amendments to HKFRS 7  Offsetting Financial Assets and
Financial Liabilities?

HKFRS 9 Financial Instruments4

HKFRS 10 Consolidated Financial
Statements?

HKFRS 12 Disclosures of Interests in Other
Entities?

HKFRS 13 Fair Value Measurement?

HKAS 27 (2011) Separate Financial Statements?

Amendments to HKFRS Investment Entities3
10, HKFRS 12 and
HKAS 27 (2011)

! Effective for annual periods beginning on or after 1 July 2012

2 Effective for annual periods beginning on or after 1 January 2013
3 Effective for annual periods beginning on or after 1 January 2014
4 Effective for annual periods beginning on or after 1 January 2015
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2. ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") -

continued

2.2

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

HKFRSs (Amendments) — Annual Improvements 2009-
2011 Cycle

The improvements made amendments to the following
standards.

(i)

HKAS 1 Presentation of Financial Statements

The amendments clarify that the requirement to
present a third statement of financial position
when an entity applies an accounting policy
retrospectively or makes a retrospective restatement
or reclassification of items in its financial statements
is limited to circumstances where there is a material
effect on the information in that statement
of financial position. The date of the opening
statement of financial position is the beginning
of the preceding period and not, as at present,
the beginning of the earliest comparative period.
The amendments also clarify that, except for
disclosures required by HKAS 1.41-44 and HKAS 8,
the related notes to the third statement of financial
position are not required to be presented. An entity
may present additional voluntary comparative
information as long as that information is prepared
in accordance with HKFRS. This may include one or
more statements and not a complete set of financial
statements. Related notes are required for each
additional statement presented.
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ADOPTION OF NEW OR AMENDED HONG KONG 2. BMFITRNEEITEEMERS

FINANCIAL REPORTING STANDARDS (“HKFRSs") — ER((EHEEMERSERN ) —#F
continued
2.2 New/amended HKFRSs that have been issued but 22 EEHGEMKERWEHT
are not yet effective — continued RIETERBYBEREELER &
HKFRSs (Amendments) — Annual Improvements 2009- EBEFEER (1K5TK) —
2011 Cycle — continued —EENFEE——FHHE
B IR E R FENE &
(i) HKAS 16 Property, Plant and Equipment (i) EEEERFIHEY
The amendments clarify that items such as spare BRERTFEZ BB A
parts, stand-by equipment and servicing equipment EHEMG - HRRBNEE
are recognised as property, plant and equipment RESHEEREWE W
when they meet the definition of property, plant ELEREZEER  BH
and equipment. Otherwise, such items are classified HANEERAEDE K
as inventory. BEREE - B8 - BEE

BolEsfFE -

(iii)  HKAS 32 Financial Instruments: Presentation (iii) BEBEIERE2RELH
TIA: 23
The amendments clarify that income tax relating BB FEZ RS A
to distributions to holders of an equity instrument AR ARTEFEFAELED
and to transaction costs of an equity transaction R R S 2R 5 KA
should be accounted for in accordance with HKAS RSN  EBIRIEER
12 Income Taxes. Depending on the circumstances BEEERFE12ME
these items of income tax might be recognised in AR o IREBEFRIBR
equity, other comprehensive income or in profit or Bt EFTISHIE B Al sE M
loss. &= At 2 W Ekig s
FRER ©
(iv)  HKAS 34 Interim Financial Reporting (iv) EBEIERFE345HH
BB E
The amendments clarifies that in interim financial BEREIREZBEE -
statements, a measure of total assets and liabilities EHRHSBEHES - E5
for a particular reportable segment need to be — %5 Al BB o 26 im
disclosed when the amounts are regularly provided EZBEENBESBERE
to the chief operating decision maker and there EHIRF ELERKEE
has been a material change in the total assets W Mz A2REER
and liabilities for that segment from the amount BERE—MDFEYER
disclosed in the last annual financial statements. KATERE B EXNEH

B AERBEEEREE
MABZFE -
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2. ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") -
continued

2.2

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

Amendments to HKAS 1 (Revised) — Presentation of
Items of Other Comprehensive Income

The amendments to HKAS 1 (Revised) require an entity to
separate items presented in other comprehensive income
into those that may be reclassified to profit and loss in the
future (e.g. revaluations of available-for-sale financial assets)
and those that may not (e.g. revaluations of property, plant
and equipment). Tax on items of other comprehensive
income is allocated and disclosed on the same basis. The
amendments will be applied retrospectively.

Amendments to HKAS 32 — Offsetting Financial Assets
and Financial Liabilities

The amendments clarify the offsetting requirements by
adding appliance guidance to HKAS 32 which clarifies
when an entity “currently has a legally enforceable right
to set off” and when a gross settlement mechanism is
considered equivalent to net settlement.

Amendments to HKFRS 7 — Offsetting Financial Assets
and Financial Liabilities

HKFRS 7 is amended to introduce disclosures for all
recognised financial instruments that are set off under
HKAS 32 and those that are subject to an enforceable
master netting agreement or similar arrangement,
irrespective of whether they are set off under HKAS 32.
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ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS ("HKFRSs") -
continued

2.2

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

Amendments to HKFRS 10, HKFRS 12 and HKAS 27
(2011) - Investment Entities

The amendments apply to a particular class of businesses
that qualify as investment entities. An investment entity’s
business purpose is to invest funds solely for returns
from capital appreciation, investment income or both.
It evaluates the performance of its investments on a fair
value basis. Investment entities could include private equity
organisations, venture capital organisations, pension funds
and investment funds.

The amendments provide an exception to the consolidation
requirements in HKFRS 10 Consolidated Financial
Statements and require investment entities to measure
particular subsidiaries at fair value through profit or loss
rather than to consolidate them. The amendments also set
out the disclosure requirements for investment entities. The
amendments are applied retrospectively subject to certain
transitional provisions.
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2. ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS ("HKFRSs") -
continued

2.2

New/amended 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.
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ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") -
continued

2.2

New/amended HKFRSs that have been issued but
are not yet effective — continued
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 another entity 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 (“HKFRSs") -
continued

2.2

New/amended 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 13 - Fair Value Measurement

HKFRS 13 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 13 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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2. ADOPTION OF NEW OR AMENDED HONG KONG
FINANCIAL REPORTING STANDARDS ("HKFRSs") -
continued

2.2

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

The Group is in the process of making an assessment of
the potential impact of these new/amended HKFRSs and
the Group so far concluded that the application of these
new/amended HKFRSs will have no material impact on the
Group's financial statements.

3.  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 financial statements on pages 48 to 132 have been
prepared in accordance with HKFRSs which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the HKICPA and the
requirements of the Hong Kong Companies Ordinance.
The financial statements also include the applicable
disclosure requirements of the Rules Governing the Listing
of Securities on the Stock Exchange (“Listing Rules”).
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.1

Basis of preparation — continued

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 except for the following
changes:

During the year, the Board has designated the Group’s
investment in financial instruments as one of the principal
activities of the Group’s corporate activities. Accordingly,
financial information of these investing activities is regularly
monitored by the executive director together with the
financial information of corporate and other for resources
allocation and performance evaluation. Due to this change,
segment information, revenue, other income and gains
and statement of cash flows for comparative year have
been restated to conform with current year’s presentation.
For the year ended 31 December 2011, (i) interest income
from bank deposits of HK$15,597,000 and interest and
other investment income from financial assets at fair
value through profit or loss of HK$18,916,000 have been
reclassified from other income and gains to revenue and (ii)
acquisition of financial assets at fair value through profit
or loss of HK$350,878,000 and interest and investment
income received of HK$27,898,000 have been reclassified
from cash flows from investing activities to cash flows from
operating activities.

The adoption of new or amended HKFRSs and the impacts
on the Group's financial statements, if any, are disclosed in
note 2.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.1

3.2

Basis of preparation — continued

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

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

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.3

Subsidiaries

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

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

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.4

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 1 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 recognised 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.5

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

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

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

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those of 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.5

3.6

Impairment of non-financial assets — continued

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

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

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

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

Leasehold improvements  Over the shorter of the lease

terms and 15% to 33'/;%
Furniture, fixtures and 15% to 33'/3%
office equipment

Medical equipment 20%
Computer equipment and 20% to 33'/3%
software

The assets’ depreciation methods and useful lives are
reviewed, and adjusted if appropriate, at each reporting
date.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.6

3.7

Property, plant and equipment and depreciation
— continued
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.

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.

(i) 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.7

3.8

Leases — continued
(ii) Operating lease charges (rental) 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.

(iii)  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.

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8

Financial assets — continued

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions of
the instrument. Regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. 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.

(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.

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
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESMBREE-F
POLICIES - continued
3.8 Financial assets — continued 38 EWMEE-#Z
(i) Financial assets at fair value through profit or (i) EBEmE L FEIRZ

loss — continued

- 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 3.16 to these financial statements.

The Group has designated its listed debt securities
and unlisted equity 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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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8

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 and is considered material about one or more
of the following loss events:

Significant financial difficulty of the debtor;

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

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

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

- A significant or prolonged decline in the fair value
of an investment in an equity instrument below its
cost.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8

Financial assets — continued

Impairment of financial assets — continued

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

group.

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

(i) Financial assets carried at amortised cost

If there is objective evidence that an impairment
loss on loans and receivables carried at amortised
cost has been incurred, the amount of the loss is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses
that have not been incurred) discounted at the
financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial
recognition). The amount of the loss is recognised in
profit or loss of the period in which the impairment
occurs.

If, in subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised, the previously
recognised impairment loss is reversed to the extent
that it does not result in a carrying amount of the
financial asset exceeding what the amortised cost
would have been had the impairment not been
recognised at the date the impairment is reversed.
The amount of the reversal is recognised in profit or
loss of the period in which the reversal occurs.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.8

3.9

Financial assets — continued

Impairment of financial assets — continued
Impairment loss on financial assets other than financial
assets at fair value through profit or loss and trade
receivables that are stated at amortised cost, are written
off against the corresponding assets directly. Where the
recovery of trade receivables is considered doubtful but
not remote, the impairment losses for doubtful receivables
are recorded using an allowance account. When the
Group is satisfied that recovery of trade receivables is
remote, the amount considered irrecoverable is written off
against trade receivables directly and any amounts held
in the allowance account in respect of that receivable are
reversed. Subsequent recoveries of amounts previously
charged to the allowance account are reversed against
the allowance account. Other changes in the allowance
account and subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.

Financial liabilities
The Group's financial liabilities include trade and other
payables and accruals.

Financial liabilities are recognised when the Group becomes
a party to the contractual provisions of the instrument.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.9

3.10

Financial liabilities — continued
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying
amount is recognised in the profit or loss for the year.

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

Derivative financial instruments

Derivative financial instruments, in individual contracts or
separated from hybrid financial instruments, are initially
recognised at fair value on the date the derivative contract
is entered into and subsequently re-measured at fair value.
Derivatives that are not designated as hedging instruments
are accounted for as financial assets or financial liabilities
at fair value through profit or loss. Gains or losses arising
from changes in fair value are taken directly to profit or
loss for the year.

Inventories

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

Consumables for own consumption or provision of services
are stated at cost. Cost is determined using the weighted
average method.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.12

3.13

3.14

Cash and cash equivalents

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

Share capital

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

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

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

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, tax authorities relating to
the current or prior reporting period, that are unpaid at
the reporting date. They are calculated according to the
tax rates and tax laws applicable to the fiscal periods to
which they relate, based on the taxable profit for the year.
All charges to current tax assets or liabilities are recognised
as a component of tax expense in the profit or loss for the
year.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES - continued
3.14 Accounting for income tax — continued

FEEHRREE-F

3.14 FiBHiestEE &

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 is realised, provided they are enacted or
substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are recognised
in profit or loss, or in other comprehensive income or
directly in equity if they relate to items that are charged
or credited to other comprehensive income or directly in
equity.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES - continued
3.14 Accounting for income tax — continued

FRENBRBR-F

3.14 FiSHiesteE &

Current tax assets and current tax liabilities are presented
in net if, and only if,

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

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

(i) the same taxable entity; or

(ii) 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.15

3.16

Deferred revenue

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

Revenue recognition

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

(a) provision of elderly care services, upon the provision
of the relevant services;

(b) 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;

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

(e) dividend income, when the right to receive payment
has been established.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES - continued
3.17 Employee benefits

FTERHBREE &
3.17 EEEA

Retirement benefits
Retirement benefits to employees are provided through a
defined contribution plan.

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 are limited to the fixed
percentage contributions payable.

Short-term employee benefits

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

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the time
of leave.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FTESHBFREHE - &F
POLICIES - continued

3.17 Employee benefits — continued 3.17 EE®A &

Share-based employee compensation

The Company operated 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 7 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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES - continued
3.18 Provisions and contingent liabilities

FTERHBREE &
3.18 BRERIRRERE

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.

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.
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHRREE-F
POLICIES - continued
3.19 Segment reporting 3.19 S E®/E

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the Board 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 director
are determined following the Group’s major service and
product lines and activities.

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

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

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

(c) 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, and
investment in financial instruments.

Inter-segment sales and transfers are transacted at mutually
agreed terms.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.19

3.20

Segment reporting — continued

During the year, the Board has designated the Group’s
investment in financial instruments as one of the principal
activities of the Group's corporate activities. Accordingly,
financial information of these investing activities is regularly
monitored by the executive director together with the
financial information of corporate and other for resources
allocation and performance evaluation. Due to this change,
interest and other investment income and related fair
value change arising from these investments in financial
instruments are included in the reported segment of
corporate and other.

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.

Segment assets include all assets except for tax recoverable.

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

No asymmetrical allocations have been applied to
reportable segments.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued
3.21 Related parties
A person or a close member of that person’s family is
related to the Group if that person:

(@)

(i)

(ii)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of key management personnel
of the Group or the Company’s parent.

An entity is related to the Group if any of the
following conditions apply:

(i)

(ii)

(iii)

(iv)

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.
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3. FEEHBREE-&
3.21 BEAL
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(b)
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEEHBREBE-#
POLICIES - continued
3.21 Related parties — continued 3.21 BEAL-#
(b)  An entity is related to the Group if any of the (b) WA THERMEHE - B
following conditions apply: — continued RERARHEAEEEH
B —E
(vi)  The entity is controlled or jointly controlled (i) FZREEX@EBATH
by a person identified in (a). Az ATl
Az o
(vii) A person identified in (a)(i) has significant i) R@OAFTEBIZ A
influence over the entity or is a member of THERBBERY
key management personnel of the entity (or B kX BEE
of a parent of the entity). (BB 2HEA
A)ZEZEBEA
g .
Close members of the family of a person are those family FALZABRREKERAZE
members who may be expected to influence, or be ZATHZEBER S ZKEK
influence by, that person in their dealings with the entity B IAXZATEHZERBISY
and include: BIREKE - HRBE:
(i) that person’s children and spouse or domestic (i) Za ALtz T RBE B
partner; REERHE
(ii) children of that person’s spouse or domestic (ii) ZHAANLTZREBRARER
partner; and feF &
(i) dependents of that person or that person’s spouse (i) mBALTHZBALTZE
or domestic partner. BIREBFCRE -
4.  CRITICAL ACCOUNTING ESTIMATES AND 4. BEXEiHERAER
JUDGEMENTS
Estimates and judgements are continually evaluated and are based RNEBFHEHGTRAGELTG - I
on historical experiences and other factors, including expectations AR R EMAXIEAER B
of future events that are believed to be reasonable under the RIEBRERKEHELRBEAEEZ
circumstances. TEH] o
The Group makes estimates and assumptions concerning the A& B R IREL AT R RE o Big K
future. The resulting accounting estimates will, by definition, o RbER 2 25ttt EL EEEE
seldom equal the related actual results. The estimates and B A RMAR o A se BB T — (@5 K
assumptions that have a significant risk of causing a material FEZEENABEZEEEELEERH
adjustment to the carrying amounts of assets and liabilities within BT REREEN T X Gt o

the next financial year are discussed below.



CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS - continued

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
five years or over the lease terms. Changes in the expected level of
usage and technological developments could impact the economic
useful lives of these assets, therefore future depreciation charges
could be revised. The carrying amount of the Group’s property,
plant and equipment at the reporting date is disclosed in note 14
to these financial statements.

Impairment 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, customer’s creditworthiness, repayment history and
historical write-off experience. If the financial condition of its
customers was to deteriorate so that the actual impairment loss
might be higher than expected, the Group would be required to
revise the basis of making the allowance.

Income taxes

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

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will be available
against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax
assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning
strategies. The carrying value of unrecognised tax losses as at the
reporting date is set out in note 24 to these financial statements.
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5. SEGMENT INFORMATION 5. SREH
Information regarding the Group’s reportable segments is set out BREAAEEAREDENEREHINOT -
below:

Continuing operations

BESERE
Medical equipment
Elderly care services distribution Corporate and other Eliminations Consolidated
BERY BRRELH PERAM i )
2012 2011 2012 201 2012 201 2012 201 2012 201

“B-f “FF Z%-Zf T % “®-2f “FF ZB-2f "T—F -B-F “FF
HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000
Tén  TEr  TEx  TEr  TER  TEr  TEx  TEr  TEx  TEn

(Restated) (Restated) (Restated) (Restated)
(g=31) (fg=51) (g =51) (5 =5)
Income from external customer RENREEZIWA 93,922 98,300 4,616 243 55,402 34,513 - - 153,940 133,056
Income from inter-segment* PREERA 144 144 - - - - (144) (144) - -
Other income and gains HipA Rk 3,842 2,399 % 1 54,478 615 - - 58,416 3,015
Reportable segment revenue THRENERA 97,908 100,843 4712 244 109,880 35,128 (144) (144) 212,35 136,071
Reportable segment results IRENERE 598 557 (3895  (1,630) 100207 15838 - - 96910 14765
Profit before income tax FRFAEH AR 96,910 14,765
Income tax expense FreREY (920) @1
Profit for the year from continuing FEREERENET
operations 95,990 14,724
Loss for the year from discontinued BRIHEEEBERER
operations - (1,493)
95,990 13,231
* These figures are not included in revenue mentioned elsewhere in these * UL S B F T ER ARG WIS HREK H 2015

financial statements and are eliminated on consolidation. Bt 2 WA - S TEAR G BR B R ET8H o
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5. SEGMENT INFORMATION - continued 5. SREEHE-#&
Continuing operations
BESEER
Medical equipment
Elderly care services distribution Corporate and other Consolidated
EERH BEREAH TEREM g8

2012 2011 2012 2011 2012 2011 2012 2011
S$-2% 3% 92§ 7§ “¥-°§ 3§ “¥-°§ -3¢
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
TAR  TAr AR T TER Ten  TER  TEn

(Restated) (Restated)
(&E5)) (=5))
Reportable segment assets ARESREE 26,011 26,302 8,968 6,210 1,543,708 1,494,385 1,578,687 1,526,897
Tax recoverable MYEHE - - - - - 136 - 136
Total assets WEE 26,011 26,302 8,968 6,210 1,543,708 1,494,521 1,578,687 1,527,033
Reportable segment liabilities TREHEEE 10513 13418 815 3N 13,366 3787 24694 17,576
Tax payable JE&HiE 31 - - - 860 - 891 -
Total liabilities 3= 10,544 13,418 815 371 14,226 3,787 25,585 17,576
Depreciation ik 672 821 336 17 143 48 1,151 986
Impairment losses on other receivables Hib U ERERE 20 71 - - - - 20 71
Impairment losses on trade receivables B HRUGEREEER 133 17 - - - - 133 17
Loss on disposal/write-off of items of property, & /HENE - BER
plant and equipment, net XEZEEFR 273 48 - - 3 2 276 50
Capital expenditures EREY 846 1,088 151 995 392 135 1,389 2,218

No geographical information is presented as the Group's revenue is HBHRASEERAETZRAES HEE(2®T
mainly derived from Hong Kong and its assets other than financial BN IMEBMREE WA E 25| HEE
instruments are mainly located in Hong Kong. o

The largest external customer of elderly care services segment EERENHZRAINKES(HANEBHKRA22.4%
accounted for 22.4% (2011: 24.3%) of the Group's revenue. (ZF——F :243%) °
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6. REVENUE 6. KA
The Group’s principal activities are disclosed in note 1 to these REB 2 FEEBE RN I B HRERMN
financial statements. Turnover of the Group is the revenue from VIR c AEEEEREIVIENEEE
these activities. A e
Revenue from the Group’s principal activities recognised during RERNERREARNEB ETBEBHK 2 WA
the year is as follows: wm
Continuing operations
BEREER
2012 2011
—E-—=F —T——%
HK$'000 HK$'000
FET FAT
(Restated)
€ ==xl))
Revenue from rendering: REA TR Z A -
— Elderly care services —EER 93,922 98,300
— Medical equipment distribution —BERESH 4,616 243
Revenue from investment in financial BT EKERA :
instruments:
— Interest and other investment income —BBEREATEYR SR
from financial assets at fair value BEIMNBER
through profit or loss* HAgBE WA 41,415 18,916
— Interest income from bank deposits —IRITIFR 2 FBHA 13,987 15,597
153,940 133,056
* For the year ended 31 December 2011, amount included distribution of * HE-—T——F+-—A=+—HILEEH
approximately HK$10,588,000 from the unlisted equity securities designated S%  BEKRTEBENRATEIEN

at fair value through profit or loss. I _F TR AR S 5 JE£910,588,00005 7T o



7.

PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging/(crediting):
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k% B S R AE F1
R PTS B AT S RIS R/ (FHA) T FI%
18

Continuing operations

BESEER
2012 2011
—B—=F —ET—%F
HK$’000 HK$'000
FTHET FAT
(Restated)
(FeE:51)
Cost of inventories sold HERFE KA 3,516 172
Depreciation e 1,151 986
Impairment losses on trade receivables B S EWGRIE 2 R EEE 133 17
Impairment losses on other receivables EAb ECRIBER A 20 71
Operating lease charges: AT
Land and buildings THIREF 31,140 32,024
Equipment B 52 86
31,192 32,110
Employee benefits expense (including EERIAZ(BIEES
directors’ remuneration (note 13)): HEI(PEE13)) -
Salaries, wages, allowances and bonuses e ITE B RIEAL 54,247 49,584
Retirement benefits scheme contributions RIKEHETEMER(RE
(defined contribution scheme) (note (a)) HEETE)) (F3E)) 2,070 1,850
56,317 51,434
Auditor's remuneration ZE AN B &
— Provision for current year — REZ A 280 280
— Under provision in prior year —FEFENEEE 16 68
296 348
Foreign exchange loss/(gain), net PE B 518 (Ukes )/ F58 76 (105)
Loss on disposal/write-off of items of HE MEME - BE&
property, plant and equipment, net HAETEE 2 BRI 276 50
Rental income from sub-lease (note (b)) barictit AL ONQ iEE(0) (363) (440)
Government grants (note (b) & ()) BT B (B 3E (o) B2 () (3,113) (1,636)

Notes:

(a) At 31 December 2012, the Group had no material forfeited contributions
available to reduce its contributions to its retirement benefits scheme in

future years (2011: Nil).

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

statement of comprehensive income.

BT
(a) RZZ—=ZF+=—A=+—8  AEEL

EE AR A ER A H SRR
E)Zﬁ&ﬁ(%%ﬂ%ﬂéwz{#\%ﬂ(:%?**i :

(b) %Aﬁ?é%EH&E%ZFE@H&/\&WﬁT&J
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7. PROFIT BEFORE INCOME TAX - continued 7.

Notes: — continued

() Government grants have been received for providing dementia services,
infirmary 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.

8. INCOME TAX EXPENSE 8.

Hong Kong profits tax has been provided at the rate of 16.5%
(2011: 16.5%) on the estimated assessable profits for the year.

FRERSIRATRT — &
Wik - — 4%

(© BT ESERAEZRBEH DB TREZ
BEORACAE B E RS - mERIRG hmBhE
RS T YR o JE 2 7 KRS 18K L HL AR RE
FRAEE » LR B BGR - BB ARERZ
e - BRI NIAE o AT 2 BT R
REDAREHE S HAZRE - BIgatA
RAMBRRE T ZIELRAIRE ©

FriSHRBA

BB R BT EIRF A TR E 5 A
16.5% (=T ——4%F : 16.5% ) Z Bl &
f& o

Continuing operations

BEQEER
2012 2011
—E——F —E——f
HK$'000 HK$'000
FERT FHET
Current tax — Hong Kong ER—EH
Charge for the year FRFIEL 920 41

Reconciliation between tax and accounting profit at applicable tax

HERREAE ZHARG R

rates:
2012 2011
—E——fF —ET——%F
HK$’000 HK$'000
FER FHTT
Profit before income tax R PS5 AT & 7
Continuing operations FHBISE T 96,910 14,765
Discontinued operations BRI E T - (1,493)
96,910 13,272
Tax at the Hong Kong statutory tax rate BREBLEEMERTE 2 H18 15,990 2,190
Income not subject to tax NBET 2 WA (16,812) (5,457)
Expenses not deductible for tax TAIEBIE 2 198 2,147
Tax losses for the year not recognised RER 2 NFERIARE 2,317 1,858
Tax losses utilised from previous periods EF AT EAfE 2 B IE 1R (170) (210)
Others EHAth (603) (487)
Income tax expense PRIS TR 920 41
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PROFIT ATTRIBUTABLE TO OWNERS OF THE 9. EAFEBAEMGRT
COMPANY
Of the consolidated profit attributable to the owners of KRR EBEANEGEE T L
the Company of approximately HK$95,990,000 (2011: 95,990,000 & 7T ( = & — — &
HK$13,231,000), a profit of approximately HK$6,781,000 (2011: 13,231,000/ 70 ) E 4 - BEARRQF
HK$4,633,000 and a prior year profit of HK$1,247,000,000) have Bk 2 %M AE#6,781,0008 T (==
been dealt with in the financial statements of the Company. ——%F : %M 4,633,000 TTIA KB EF
[Z3#F1,247,000,000% ) °
DIVIDENDS 10. BB
Dividends attributable to the year JEFTARFERRE
2012 2011
—E-——F —E——fF
HK$°000 HK$'000
FET FHT
Final dividend of HK18.5 cents REARR B AR I imAR (5 18.578 1L
(2011: HK2.6 cents) per ordinary share (ZZE——%F : 2.65(l) 37,798 5,381
Special dividend of HK21.5 cents FrRIR SR @A) 21,551
(2011: HK17.4 cents) per ordinary share (ZE——F 1 17.450) 43,927 36,012
81,725 41,393

The proposed special and final dividends for the year ended 31
December 2012 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 31 December 2013.

The proposed special and final dividends for the year ended 31
December 2011 have been approved during the year and they
were reflected as appropriations of retained profits for the year
ended 31 December 2012.

BE-_Z——F+-_A=+—RI=EE
ZRFHER M ARBAREAFARRKRE
RERBREBFRGHER - HEE
T -BFHEREBRMABZE-_Z—=F
+oA=+—BUFEZREBEFOE -

HE-B——FT-A=t+—BIL*F
ErREBHRASREERATE
BT R ARE T — =%+ =8
= BIEEZRBEFHE -
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10.

11.

DIVIDENDS - continued

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

10.

&:E—/g
FRIERIKN 2 E—FBFE RS
iR 2

2012 2011
—E-=F —ZT——F
HK$'000 HK$'000
FET FHET
Special dividend of HK17.4 cents HE-_ZT——F+-_A=1+—H
for the year ended 31 December 2011 LIEFE 2 RF R B E B
(HK$1 for the year ended 31 December 1748 (BE_Z—FF
2010) per ordinary share +—A=t+—HIEFEA1ET) 35,727 206,963
Final dividend of HK2.6 cents BE-_T—F+-_HA=1+—H
for the year ended 31 December 2011 IEFERBREGR
per ordinary share @Ak 2. 6750 5,338 -
41,065 206,693
EARNINGS/(LOSS) PER SHARE 1. SERAH(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 the owners of the
Company of HK$95,990,000 (2011: HK$14,724,000) and the loss
from discontinued operations attributable to the owners of the
Company of Nil (2011: HK$1,493,000) and the weighted average
number of ordinary shares of 205,598,345 (2011: 206,962,604) in
issue during the year.

Diluted earnings/(loss) per share are the same as basic earnings/
(loss) per share for the years ended 31 December 2012 and 2011
as the impact of the exercise of the Company’s warrants was anti-
dilutive.

BERERDRIEKEEB 2 SREAR
BF(BE)  DREAAGHE AR
1 F5 48 40 & ST F & 7 95,990,00078
T(ZF——4 14,724,000/ 7T )
RAARIHB ABEERIESEEBT
NEEBZEL(ZZE——F : 1,493,000
BIL)  WRFARNE FHITE B MNE
SE 15 $1205,598,345 8 ( =T — —4F ¢
206,962,604/% )5t & o

BE-T—-_FRk=-F——%+T=H
St-RLEEEZSREERT (B
B)ZRANSRERRTN,(BR) - BT
EAREREE AR REEER -



12.

DISCONTINUED OPERATIONS

In October 2010, the Company and its direct wholly-owned
subsidiary, Cautious Base Limited (“Cautious Base"”) 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 Cautious Base had agreed 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”). They were principally
engaged in provision of medical, nursing agency, physiotherapy,
dental and other services (the “Discontinued Medical Service
Business”). QHL, QMH, QMS, QSL and Portex are together
referred to as the “Disposal Group” hereafter. According to the
Share Sale Agreement, the Disposal Group companies were sold
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. Details of the transaction were set
out in the Company’s circular dated 2 November 2010. On 25
November 2010, a shareholders’ resolution was passed to dispose
of the Discontinued Medical Service Business. The disposal was
completed on 30 November 2010 and the Group recognised a
gain on disposal of approximately HK$1,428,302,000 for the year
ended 31 December 2010.

On 13 July 2011, 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 in 2011. The loss for the year ended 31 December 2011
from discontinued operations of approximately HK$1,493,000
represented adjustments to the gain on disposal of the Disposal
Group upon finalisation of the working capital adjustment.

12.
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CRIEEBEER

RZE—ZEF+ A ARARAKREERE
% & it B A 7 Cautious Base Limited
([ Cautious Base ]) £ Altai Investments
Limited 2RHC Holding Private Limited (#t
BIERH DRI — R E Rz (TRRGH
HEWRE]) - REBERMDEEHZE - 2
A B Cautious Base[A EHE AW E A
FEREZSAZHNBAR) 2R
% . [E i B8 A 7] A& Quality HealthCare
Limited ([ QHL ) * Quality HealthCare
Medical Holdings Limited ([ QMH |)
FREERFSERAR([2REER
%1 2REAERBERAR([ 2@
EREDEREEBRAA(IEE]) -
ZEMBRARETBMRERBERY &1
NHERTRE - WIRAE - TRIREM
R (BRI BEERBER]) - QHL
QMH - SEREBHERS fREERER
SEATXgnERIEELEE] - R
BRHEEHE EEHEECEHA
AKEETER XRHREAERTHKH
HADAR & 2 - #8E () 1,521,000,000
BT (i) B E & € (8120,000,000
BT R(iNVAEFTEEE S AE(BNEH
BB €M ZE559,00087L) (KB A
[(RE2FE])  HAUAEEEESHE
MmN - LPFBHRERG T —F
F+—AZHHBZBEA - RZF—
TE+—A-+HB —HEBREZRE
REBB LWHEEKRIEERG
¥ HEFER-_ET—ZEF+—A=+
HREK mMASERBE-_ZT—ZF
FTZA=T—ALEFEBRRLERED
1,428,302,000/ 7T °

W_ZE——FtA+=8" FERHGH
EWmz R mE([RHRE]) B %
o BEEREENERAPNEEESS
R E A#135,832,0008 7T - BIETK
RERERZEEED  BRABERAE
#%)16,391,0008 7 R ——%F
HMAEEKER -HE-_ZT——F+ A
Tt HIFE BRIEKEEERZE
18#91,493,0008 LI € EE S FHEE WD
EEEREE cWm s -
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13.

DIRECTORS’ EMOLUMENTS, REMUNERATION

13. EXMe  BASKRITRASH

PAYABLE TO MEMBERS OF SENIOR BMRAGSESFHFAL
MANAGEMENT AND FIVE HIGHEST PAID
INDIVIDUALS
Directors’ emoluments =10 )
Other emoluments
Hitnf &
Salaries,
allowance Retirement
Directors’ and benefits Discretionary scheme
fee in kind bonuses contributions Sub-total Total
g 2R RIRETE
=0t ENER A i Nt @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER
2012 —E-CF
Independent non-executive directors: BUFTES:
Mr. Li Chak Hung FERMLE 121 - - - - 121
Mr. Francis J. Chang Chu Fai Rt E 97 - - - - 97
Mr. Carlisle Caldow Procter Carlisle Caldow Procterfc & 97 - - - - 97
Executive director: WTESE:
Mr. Mark Wong Tai Chun ("Mr. Wong")  FA#%4([TE4%]) - 850 448 £ 1,340 1,340*
Non-executive director: FHTEE:
Mr. Arthur George Dew (“Mr. Dew") WEERE(THEE]) - 475 540 - 1,015 1,015%
315 1,325 988 42 2,355 2,670
2011 —g——%
Independent non-executive directors: BUSERTES
Mr. Li Chak Hung TEERE 121 - - - - 121
Mr. Francis J. Chang Chu Fai gE@is 97 - - - - 97
Mr. Carlisle Caldow Procter Carlisle Caldow Procterst 97 - - - - 97
Executive director: WTEE:
Mr. Wong Tad 8 806 581 40 1,427 1,435*
Non-executive director: FaTES
Mr. Dew b it 21 450 450 - 900 921*
344 1,256 1,031 40 2,327 2,671




13.

DIRECTORS' EMOLUMENTS, REMUNERATION
PAYABLE TO MEMBERS OF SENIOR
MANAGEMENT AND FIVE HIGHEST PAID
INDIVIDUALS - continued

Directors’ emoluments — continued

* On 31 January 2008, the Company entered into an agreement (the “Sharing
of Management Services 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 (the “Management
Services”) including Mr. Dew and Mr. Wong to the Group for a term of
three years commencing from 1 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 31 January 2011 and 5 November 2012, the Company entered into
a sharing of administrative services and management services agreement
(the “Sharing of Administrative Services and Management Services
Agreement”) and a supplemental agreement thereof (the “Supplemental
Services Agreement”) respectively with AGL, to renew and extend the terms
of the Sharing of Management Services Agreement which agreed that
the fees payable by the Group to AGL for the three financial years ending
on 31 December 2013 in respect of the Management Services shall not,
unless otherwise agreed by the parties, exceed the sum of HK$2,220,000,
HK$3,400,000 and HK$3,500,000 respectively. Further details of the
Sharing of Management Services Agreement, the Sharing of Administrative
Services and Management Services Agreement and the Supplemental
Services Agreement are set out in announcements of the Company dated 1
February 2008, 31 January 2011 and 5 November 2012 respectively.

The apportioned amounts of the fee attributable to Mr. Dew and Mr. Wong
included in the above table are HK$1,015,000 (2011: HK$921,000) and
HK$1,340,000 (2011: HK$1,181,000) respectively for the year ended 31
December 2012.

There were no arrangements under which a director waived or
agreed to waive any remuneration during the year (2011: 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 (2011: Nil).

The service fee of each of the Independent Non-Executive
Directors, namely Messrs. Francis J. Chang Chu Fai, Li Chak Hung
and Carlisle Caldow Procter, was increased by approximately 3%
with effect from 1 January 2013 as compared with 2012.
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EXMe BASRTRASH
MRAIREHFAL &

EEMe-—~#

* RZZENF—A=+—H0 ' ARAq)HEHE
AREV—HBBE(EERE D EH
#) B ARFREBEREEMBAS
ERESREEEREMEAS  HPbp
BEREERTRERMAEBREER B
M RBEUEREBEZ RS ([BEER
BORMEEZRA(TERRBE]) - AN
HE-_ZT N\ —BHBAE=F -
EERBEDSBYGEERT AERAE
B2 BB E 2R BERSRHE
EEZEBANEZERE L MEE -
R-E——F—fF=+—HBR_T——F
+—AAAB  AARHBIEBEEET
TBREEERB>EHE((TTHRRER
RIS DBk ) REW ([ 7ER
Bl UETRERERRSED# %
HZEH - BURAE  RIFCTHESR
B BAAEERBE-Z—=F+=A
=+ —BUE=ZAWBRFES IR ERRS
S FHARENE R TS#EB2,220,000
77T~ 3,400,0005% 7T K& 3,500,000/ 7T °
EERESEHE  TRREBRBSE
ERHETRGHEZE—SHBRHIR
KRB AT NF_A—H -
2 -——F—A=+—HBRkZT—=F
+—RBABZRAMHA -

BE-_ZT——H+-_A=+—RHILFE -
REREDEEREERTAEZEBRAD
B 41,015,000/ 7L (= ZF——4 : 921,000
#Ir) &% 1,340,000 L (=T ——F :
1,181,000/ 7T ) °

FRLEIEHEERERFEREYRER
TNz T (—F——5F &) -

FR - AKELEAERNESENER
e ERMARKRERMAREEIER
ZREHERBEREE(ZE——F:
&) e

BBNIIENTES(BIEREELE - T
2 45 4 K Carlisle Caldow Procterde 4 )
ZRGBERE T — - FEEMNLA3% B
—E—=F—A—HBER-



102

Allied Overseas Limited

Notes to the Financial Statements

Lipr e

31 December 2012 —E—=—F+=-A=+—H

13.

DIRECTORS’ EMOLUMENTS, REMUNERATION 13. EEMe  BEASRTHRARH
PAYABLE TO MEMBERS OF SENIOR BMRAMESHFALT &
MANAGEMENT AND FIVE HIGHEST PAID
INDIVIDUALS - continued
Remuneration payable to members of senior ENESRITHRAB ZHM
management
The emoluments of the members of senior management fell BERTRAB ZHMN T ATEE -
within the following bands:
2012 2011
—E——F —E——fF
Emolument bands s E
HK$0 — HK$500,000 078 7T Z=500,00078 7T 2 2
HK$500,001 — HK$ 1,000,000 500,001 £ 1,000,000 7T - 2
HK$1,000,001 — HK$ 1,500,000 1,000,001 7T £ 1,500,000/5 7T 2 -
4 4
Five highest paid individuals AfuEEHFAL

The five highest paid individuals of the Group for the year included
two directors (2011: Two). Details of the emoluments of the three
(2011: three) non-director highest paid individuals for the year are
as follows:

SEAGELUSSHFALEEMUE
(T F W) c = (=T ——
F:Z)ESFATCEES)RFRZ
FENEEISAT

2012 2011

—E-—F —T——%

HK$'000 HK$'000

FBT FHET

Salaries, bonuses and allowances E R (AW Ne=—1- 2,896 2,677
Retirement benefits scheme contributions RIREET B R

(defined contribution scheme) (REHFETE)D) 41 36

2,937 2,713
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DIRECTORS’ EMOLUMENTS, REMUNERATION 13. EFie BAEHRITRARH
PAYABLE TO MEMBERS OF SENIOR MREGEEHFALT &
MANAGEMENT AND FIVE HIGHEST PAID
INDIVIDUALS - continued
Five highest paid individuals — continued TuGEEFAL &
The emoluments of the above three non-director highest paid NE=fiBFEErmmFALT e
individuals fell within the following bands: NFATEE :
2012 2011
—B-=F —F——F
Emolument bands T 4 &6 [
HK$500,001 — HK$ 1,000,000 500,001;8 7T — 1,000,000/ 7T 1 3
HK$1,000,001 — HK$1,500,000 1,000,001 7% — 1,500,000/ 7T 2 -
3 3

Two of the three non-director highest paid individuals were
members of senior management.

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
(2011: Nil).

CERHEFEERTHALZETRER
BARITRAR °

AEBEYEAAEEAUESHALX
MERA#ME - ER/MAREERMAR
SERZ BSUERBERME(ZT——
F|E) -
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14. PROPERTY, PLANT AND EQUIPMENT - GROUP 14. D% BERERK —F5KE
Furniture,
fixtures Computer
Leasehold and office Medical ~ equipment
improvements  equipment  equipment and software Total
HEME B £ER ERRER
%8 BOERE BRRE L @zt

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

At 1 January 2011 R=Z-—-%-A-H

Cost RAE 46,813 9,784 1,059 1,818 59,474
Accumulated depreciation ZEHTE (46,783) (8,920) (989) (1,788) (58,480)
Net book amount IREFE 30 864 70 30 994

Year ended 31 December 2011 HZ-ZE——f#+-A=1+—-H

JI2:3:4

Opening net book amount HERE $E 30 864 70 30 994
Additions E 1,216 509 13 480 2,218
Disposals HE - (83) (1) - (84)
Depreciation nE (474) (373) (24) (115) (986)
Closing net book amount HRREFE 7 917 58 395 2,142
At 31 December 2011 RZB-—F+=A=+-H

Cost RAE 42,676 8,821 1,048 2,192 54,737
Accumulated depreciation ZEHTE (41,904) (7,904) (990) (1,797) (52,595)
Net book amount REFE 772 917 58 395 2,142

Year ended 31 December 2012 HZ-ZE-—f#+-fA=1-H

LLEE

Opening net book amount HERE $E 772 917 58 395 2,142
Additions E 181 319 38 851 1,389
Disposals & - (242) (12) (26) (280)
Depreciation nE (419) (344) (23) (365) (1,151)
Closing net book amount HRREFE 534 650 61 855 2,100
At 31 December 2012 R=B-ZF+=A=+-H

Cost RAE 33919 6,161 929 1,957 42,966
Accumulated depreciation ZEHTE (33,385) (5511) (868) (1,102) (40,866)

Net book amount BREFE 534 650 61 855 2,100




15.

GOODWILL - GROUP

The net carrying amount of goodwill can be analysed as follows:
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mE-FKH
R REFEA AT :

2012 2011
—E-—F —T——fF
HK$'000 HK$'000
FHET FAT
At 1 January and 31 December R—A—BKR+=A=+—H
Gross carrying amount RIRE(E 8,268 8,268
Accumulated impairment Z25tRE (6,910) (6,910)
Net carrying amount REFE 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$541,361,000 as at 1 January 2005 in respect
of business combinations which occurred prior to 2001 to
remain eliminated against consolidated reserves. Goodwill at 31
December 2012 represented goodwill for which the agreement
date of business combination is on or after 1 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.

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 growth rates stated below. The growth
rates reflect the long-term average growth rates for the service
line of this cash generating units.

BN A IS IRER M3 4FT M - ANEE
EEAEEVBHREENEIRI XS
HIZBEME - ZEXRTIRF
T-FHEHECLESN  RZEE
AF—A—HEERNEMRZRFTRES
541,361,000/ TR BEB AR A B
A RN Z_E——F+=_H=+—H
ZHEBREEAMH I ERRA-SZE
—F—A—HBxzBZEE-

ERERAHESIAECEIETR
EERBGOBAZ —EEERREESE
BA([HAMEERREEEEMN ) AHE
TTRIERIF ©

BFIEERRELEM 2 AT W EET)
REREFECAFRERERAZE
REER MR EHAAESRE
MERE ~ BRERRIASELEMR
B RETFHERE -
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15.

16.

GOODWILL - GROUP - continued 15. HWE-Fx%E-&
The key assumptions used for value-in-use calculations were as STECERAEERFTAZEEZREDT
follows:
2012 2011
—E—-F —T——F
HK$’000 HK$'000
FHER FHT
Growth rates ERE 3% 2%
Discount rates PR = 14% 14%
The budgeted revenue and result of operation has been WAREEZEBETBECRBEEFIEER
determined based on the past performance of the Tuen Mun REeEFBEUNAEZRANERENTE
Elderly Care Home CGU and management’s expected market RATIZERMEBEE - EFEANNERA
development. The discount rates used are before tax and reflect BRELATITIRE - WRHEBEREESE
specific risks relating to the relevant units. No impairment BUABANTTERAR BE_T—_F
provision is considered necessary for the year ended 31 December TZA=1T—HIEFE  AEBRAE
2012 (2011: Nil). BEEREBRFE(ZT——F : §\) -
Apart from the considerations described in determining the REFTALIReESFSUEREERM
value-in-use of the cash-generating unit above, the Group’s Mz ZEERAERIN AEEZEEERA
management is not currently aware of any other probable changes BN AMAI s F B AR AR EH
that would necessitate changes in its key estimates. However, the FEMEF AT AEBZREELES
estimate of recoverable amount of the Group’s cash-generating iz AT BB ET S TR 2 IR L
unit is particularly sensitive to the discount rate applied. The HHRR - TR RER S EERMT
impact from a reasonable change in the discount rate is assessed Rz B R MIEE32.3
in note 32.3.
INTERESTS IN SUBSIDIARIES - COMPANY 16. RMBATIZER -ELF
2012 2011
—E2--F —T—F
HK$’000 HK$'000
FHET FHET
Unlisted shares, at cost FE TR - BERAE 34,443 34,443
Due from subsidiaries [ PNGIE o] 973,611 810,291
1,008,054 844,734
Less: Provision for impairment* ORI E R R (396,858) (389,897)
611,196 454,837
# An impairment of HK$396,858,000 (2011: HK$389,897,000) was # HRETHERARER —REMEGE

recognised for certain amounts due from subsidiaries with a total carrying
amount of HK$427,620,000 (2011: HK$404,091,000) because certain
subsidiaries have been loss-making for some time and certain amounts due
from subsidiaries are considered to be not recoverable.

g BE TR EQRRERE BT
Welel - A It it AR BR TET (B 55427,620,0005%8
JL(=ZF——4F : 404,091,000/ 7C) 25T
JE LS /88 /2 R R IE e 73R (E.396,858,00078
JL(=ZF——4 : 389,897,000/&7T) °



16.

INTERESTS IN SUBSIDIARIES - COMPANY - 16.

continued

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.

Particulars of all subsidiaries of the Company at 31 December
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RREBARZHG - X2F - &
JEW B DR RIA R EER - 2R N E

BEESNH - ENMBARFBER/ER
- RERBHEREE -

RN-_ZE——F+-_A=+—BARQAA

2012 are as follows: BWEBARIFBEET
Percentage of
Place/country of issued capital
incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Group  Principal activity
Bl hye rEEREE
NRER ES L VY-TE BRTEERTHE BORAESL  FEEK
Attractive Gain Limited Hong Kong 100 ordinary shares of 100%  Investment in financial instruments
E5 HK$1 each RESRIA
100RBREEIET
ZEBER
Cautious Base Limited? British Virgin Islands 10,000 ordinary shares of 100%  Investment holding
RERLEE HK$1 each REZR
10,000k B REE BT
ERR
Focal Glory Inc. British Virgin Islands 1 ordinary share of 100%  Nominee Services
RBRRHE Us$1 RAER R AR
\REE1ETZ TRk
Grand Knight Limited Hong Kong 1 ordinary share of HK$1 100%  Inactive
BRARAT A \REEIETZ TRk IEex
Hong Kong Dementia Services Limited  British Virgin Islands/ 1 ordinary share of US$1 100%  Provision of elderly care services
EEEZERRERBERRAR Hong Kong VREE1ET SRk RATEZRG
EBRIHE/BE
LHY Limited British Virgin Islands 1 ordinary share of US$1 100%  Investment holding
RBRAHE VREE 1T SRk REER
LYNX Technology Limited Hong Kong 1,000,000 ordinary shares 100%  Medical equipment distribution
AENBBERAR BA of HK$1 each B AL
1,000,000k B RAEE1ET
ZEBR
New Able Holdings Limited* British Virgin Islands 1 ordinary share of US$1 100%  Inactive
RBRRHS \REE1ETZ ERR TEe%
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16. INTERESTS IN SUBSIDIARIES - COMPANY - 16. RBLARZEE-FAF-#F
continued
Percentage of
Place/country of issued capital
incorporation and Particulars of issued held by the
Name of company operations ordinary share capital Group  Principal activity
FMAL/ AREFED
ARER RS VA ES BRTEBERANFHE RORAEAL FEEH
Secure Base Limited Hong Kong 2 ordinary shares of 100%  Inactive
B5 HK$1 each R g
EBREE BT
LBk
Senior Care Elderly Limited British Virgin Islands/ 1 ordinary share of US$1 100%  Provision of elderly care services
Hong Kong TREBIET LBK REEERS
RERLES/BE
Senior Care Holdings Limited British Virgin Islands 1 ordinary share of US$1 100%  Investment holding
REBRURE TREEIET ERR RERR
Senior Care Limited? Hong Kong 1,000 ordinary shares of 100%  Provision of elderly care services
EHEERRERARY B5 HK$1 each REEZRS
1,000 BREE AT
LBk
Senior Care Nursing Home Limited Hong Kong 1,000 ordinary shares of 100%  Provision of elderly care services
EHEEEZERAF B5 HK$1 each REEZRS
1,000 BREE AT
LBk
Sino Success (HK) Limited Hong Kong 2 ordinary shares of 100%  Provision of corporate services
B5 HK$1 each RAECERY
EBREE BT
LBk
Strategic Wonder Limited British Virgin Islands/ 1 ordinary share of US$1 100%  Inactive
Hong Kong TREEIET LBK Eme
RERTES/BE
UMS Limited (Formerly known as Hong Kong 2 ordinary shares of 100%  Inactive
Ultronics Medical Services Limited)t & HK$1 each FmaE
(AIER D BERBERAR) EBREE BT
LBk
# Issued capital held directly by the Company. # BEITRABARTEERES -
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FINANCIAL ASSETS AT FAIR VALUE THROUGH 17. EBRRRIFBLFEHIIBZEMNE
PROFIT OR LOSS - GROUP E-FEE
2012 2011
=F—=F e
HK$°000 HK$'000
FTHET FET
Listed debt securities designated at BEAESBEEEATEYERZ
fair value through profit or loss FTEBE S
- Hong Kong — &8 135,111 108,406
— Outside Hong Kong — EHELASMDE 453,953 255,751
589,064 364,157
Unlisted equity securities designated at EERBBEBREATEYRZIE
fair value through profit or loss TR 5
- Outside Hong Kong — BB AIMI[E 37,385 41,226
626,449 405,383

The Group designated all these investments in listed and unlisted
securities as at fair value through profit or loss. There were no
specific terms for the unlisted equity securities while key terms of
the listed debt securities are summarised below:

AEEREEHBLETRIFLTESZKE
EEREBBRBTAFEIER - FFLE™T
P 7R 58 5 30 SR SE MR AR 0 T E T B

2 EBIFFANT
2012 2011
—E-C-F —E——F
HK$'000 HK$'000
FET BT

Coupon interest rate

Maturity

4.625% to 13.5%
4.625%%13.5%
2015 to 2021 or

perpetual
—E-HFE
ZEZ-FHKAX

4.625% to 13.5%
4.625%F13.5%
2014 to 2021 or

perpetual
—E-mEE
T KA

As at 31 December 2012, certain listed debt securities designated
at fair value through profit or loss with carrying amount of
approximately HK$326,922,000 (2011: HK$137,206,000) have

callable options.

The fair values of the Group's investments in listed debt securities
and unlisted equity securities have been measured as described in

note 32.6 to these financial statements.

RZZE——F+-_A=+—H BTk
E B #) 5326,922,0008 T (& ——
£ : 137,206,000 70) 25 E AEBIA
HILAFEINEZ ETEREEM ST
IR HE O HARE o

AEBMPR ETEBEFLIELETRAE
H 2B DNFETIRIE A 53R & M
FE32.6FTiEETE ©
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18. INVENTORIES - GROUP 18. HFE-—&FKH
2012 2011
=F-=F e
HK$°000 HK$'000
FHET FHET
Medical equipment BEXE 3,320 1,369

19. TRADE RECEIVABLES - GROUP 19. RHEUHRIE - FKE
2012 2011
—E-CF —T——%
HK$°000 HK$'000
FHET FHET
Trade receivables, gross B S EWIEERE 1,331 1,148
Less: Provision for impairment of trade B B S EBGRIRRE R

receivables (257) (216)
Trade receivables, net B S EWFIE S5 1,074 932
Customers of the elderly care services in general are required to EERBEFP—REZEHER - BE
pay fees in advance. Trade receivables of the Medical Equipment RESHEHBENE ZEWNFIE - —RAE30
Distribution Segment generally have 30 day’s credit terms. No HZZEH - AEB Y ERESKEBER
interest is charged to the Group's business-related customers. The PIWEHE AEFRZLEEZERE 5
Group has a credit policy in place, and exposures are monitored 4 18 [E @ 4% 18 L R F b I e S B HA 4
and overdue balances are reviewed by senior management on an #% o BIEREQRE > Z5ENRSIE RS

ongoing basis. Based on the invoice dates, the ageing analysis of CEER AT

trade receivables, net is as follows:

2012 2011

=F-=F e

HK$’000 HK$'000

FERT FHT

Current to 30 days BIEAZ=30H 653 693
31 to 60 days 31260H 326 170
61 to 90 days 61290H 74 48
91 to 180 days 912180H 21 21
Trade receivables, net B S EWFIE S5 1,074 932
The directors of the Company consider that the fair values of trade RAGEERERE  BEHR—FRKEZ
receivables which are expected to be recovered within one year B o EWHIE 2 AT EEEREEER
are not materially different from their carrying amounts because K- REARLE A S M es 5 E

these balances have short maturity periods on their inception. HE4E o



19.

TRADE RECEIVABLES - GROUP - continued
Ageing analysis of trade receivables that are not impaired is as
follows:
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BHEGHRIE - FKE &
RBEE ZRYWFIRZRE DT

2012 2011

—E-——F —E——fF

HK$'000 HK$'000

FET FHET

Neither past due nor impaired I g HA ORI (B 106 56
Less than 1 month past due B DR —1E A 611 644
1 to 3 months past due BmE—ZE= =& A 338 211
Over 3 months past due wHARRB=E A 19 21
1,074 932

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.

W HIRENE HERFREKE
DEMA BT LR EFER -

EBHERRELESEBKKET B
RAEBEARERF R ERCEZE
VEP - ARERFE®RS A HER &
SRENEFIRYGE  UETHEZES
HIRRME o @5 HBRREZ BRRIRZ
HEBBRSB(WME) DEREFPZE
B R0 8% (A B IR PR B i R R ) T AR
R BERAS TR ERE R -

REE AW Bt % FHE AT A TAERR
HEMIRTHER ZRE -
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19. TRADE RECEIVABLES - GROUP - continued 19. HHBBRF-%E-&
The movement in the provision for impairment of trade receivables B RBFIEREREZSHNT
is as follows:
2012 2011
—g—C—F —T——F
HK$'000 HK$'000
FERT FHET
At 1 January ®n—A—H 216 217
Amount written off during the year F M (92) (18)
Impairment losses recognised (note 7) ERERBEEE (M) 133 17
At 31 December R+=—A=+—~ 257 216
The above provision for impairment of trade receivables represents LA B8 5 KGRI R EREERERRE
a provision for individually and collectively impaired trade 314,000/ 7t (==& — — 4 : 256,000/%
receivable of HK$257,000 (2011: HK$216,000) with a carrying T0) Z BRI R EEREER 5 R RIAEL
amount of HK$314,000 (2011: HK$256,000). Such provision was 257,000 0 (=& ——4F : 216,000/8
determined based on evidence of impairment on both individual To) 2B o ZBETREERRE
and collective basis. The Group does not hold any collateral or RREEEMET o 25 E I &5t 5l
other credit enhancements over the impaired trade receivables SERETACREBECE S EBUGIER
whether determined on an individually or collective basis. BEEMERRIEMHAAEHZRE -
20. PREPAYMENT, DEPOSITS AND OTHER 200 RAfFRR EBERHMEIR
RECEIVABLES - GROUP AND COMPANY H-FKERZFLF
Group Company
rEH AT
2012 2011 2012 2011
—B-=-fF —B——F B —gF—%
HK$'000 HK$'000 HK$’000 HK$'000
FERT FHET FERT FHET
Prepayment TERTRIE 458 572 349 442
Deposits paid Bftiee 7,566 10,039 - 10
Other receivables H b p i za 15,650 9,429 407 765

23,674 20,040 756 1,217
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PLEDGED BANK DEPOSITS AND CASH AND CASH 21. STEHERLURAES2EFER

EQUIVALENTS - GROUP AND COMPANY SEE-FRERFLF

Cash and cash equivalents include cash at banks and in hand and B NERBLEERREHRNIETR

short-term bank deposits. FHER S MEHRITER

Key terms of the pledged bank deposits and the short-term bank REE N AN T ZRTHRBERARE

deposits of the Group and the Company are set out below: HSRTTIF A T B EH T -
Group Company
AEE ANF

Effective interest rate - fixed rate ERFER-FTE

At 31 December 2012 R-_EBE——F+=-H=+—8 0.66% to 2.26% 0.7% to 1.43%
0.66%%2.26% 0.7%£1.43%
At 31 December 2011 R-_T——F+_-_A=+—8H 0.76% to 1.98% 1.48% to 1.98%
0.76%%1.98% 1.48%%1.98%
Maturities EL- =
At 31 December 2012 R=—B—=F+=HA=+—H 1 week - 3 months 1 week - 3 months
128 ZE3@A 128 ZE3@A
At 31 December 2011 RZE—F+ZA=+—H 1 month - 3 months 1 month
12318 A 11&8 A
Short-term bank deposits of the Group and the Company are AEE RARRT 2 EHARITHFRA LT
eligible for immediate cancellation without receiving any interest WOHR b — @77 5K B 2 KB 2 160 T B
for the last deposit period. BUH ©
Cash at banks of the Group and the Company earn interest at AEBRARBFHRRRITZES TR
floating rates based on daily bank deposit rates (2011: fixed BEARITERMNEZZHEER(ZE
interest rate at 2.5% per annum). ——@F  BETEFEAE25E)REFE -
At 31 December 2012 and 2011, pledged bank deposits were RZE—ZFR_ZFT——F+=ZA

pledged to secure the general banking facilities granted to the =+—H  ROBERAERS/ELER -
Group. ERAEERR 2 —RIBITRVE ZHEIR -
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22. TRADE PAYABLES, OTHER PAYABLES, ACCRUALS 22. EHEMHE - Xt %RI1E -
BREREKEE —XKH

AND DEPOSITS RECEIVED - GROUP

2012 2011

—E—f -z

HK$’'000 HK$'000

FERT FHTT

Trade payables 4 5 R E 1,103 803
Other payables, accruals and EAfbfEFRIA - EETSRIAR

deposits received B iz e 15,128 16,293

16,231 17,096

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

REZZAH  BZRNFAZERED

were as follows: T :
2012 2011
—B-=fF —E——F
HK$'000 HK$'000
FHET FHET
Current to 90 days BIHEIZE90H 1,103 803

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.

AEBZFAAEESRNFKIEA - B EN
FIAREFFIARBREEEE - AR
EERRSEEAFHEAERS -

23. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH 23. ZEBRSEBRATFHIIEZEMA

PROFIT OR LOSS - GROUP R—F%EHE
2012 2011
—ET——F —ET——%F
HK$'000 HK$'000
FET FAT
Derivative financial instrument PTEEmTA
— Foreign currency forward contract, —INEEHIAR - BAFE
at fair value 8,012 -

The fair value of the forward contract has been assessed by a
firm of independent professional valuers, Greater China Appraisal

Limited.

BEHAONAFE THBILEXRME
EnTREFERR ARG



23.

24,

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS - GROUP - continued

The foreign currency forward contract was entered to hedge the
foreign currency risk arising from an investment in a debt security
designated as financial assets at fair value through profit or loss
category (note 17). There is a designated hedging relationship
between the debt security and the forward contract that the
hedging effect is expected during each of the reporting period. In
accordance with the current applicable accounting standards, the
forward contract is measured at fair value at each of the reporting
period. The designated hedging effect during the period may not
be perfect.

Fair value gain or loss on the forward contract is non-cash in
nature and may fluctuate significantly according to market
conditions. Accordingly, the Group may incur fair value gains or
losses until the maturity date of the forward contract.

DEFERRED TAX - GROUP

At 31 December 2012, the Group had tax losses arising in Hong
Kong of HK$40,842,000 (2011: HK$27,831,000), 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.

23.

24.
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ERASRBRLATHEIIRZEMA
R-—F%KE-&
AEBMOATINEERRAH - AR
KAEEREBRBRRRAFEIRZE
MEEENN -REKEFRE ZNE
R (HFE17) - BEFERRERGHZ
RFHEEEZH THE  BHNERE
HIRBHELHMR - REBAERZE
AHER - RHANNEREHARTER
FEAFE - BRZEELERERAR L E
BoEx o

EHRAN A FEERBIFRSME
A REAET R AIE RS » Fit - N&EH
S

puj

ARENEMENEIMBEMELAFER

s
S

m

puj

EERE -XKE

RZEBE——&F+_A=+—H" £5E
REBEL 2 15K 18 /40,842,000%
TT(—Z——4F : 27,831,000 %) (BEF
EXRTHBHER) - 7] ERAAAKIEE
EZEBBZ AR ZRRERBEF -
ARZERBEBEIREBEAEDE —BF
MZMBARIELS - Kk RIBEFEERT
ER AR S ] AEREZERS
B8 - Bt WA ERRECHBEAE -
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25. SHARE CAPITAL 25. BEF
2012 2011
—E2—C=fF —E——F
Number of Number of
ordinary shares HK$°000 ordinary shares HK$'000
ZERER FET TmE e FAT
Authorised: JETE
Ordinary shares of HRRE{E0. 108 T
HK$0.10 each 2 B 3,000,000,000 300,000 3,000,000,000 300,000
Issued and fully paid: EEITRER
Ordinary shares of FHEE. 1087
HK$0.10 each 2 &
At 1 January n—HA—H 206,962,604 20,696 206,962,604 20,696
Exercise of warrants 1T{E R AR E
(note a) (Miz¥a) 59 - - -
Repurchases (note b) BEE (FfzEb) (2,650,000) (265) - -
At 31 December R+—A=+—H 204,312,663 20,431 206,962,604 20,696
Notes: PR -
(a) A bonus issue of warrants was made on the basis of one warrant for every (a) RIREEC AN A ET - HER/N

five ordinary shares held on 9 February 2011, which was approved by the
Board on 7 February 2011. 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 4 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 4 March 2011. During
the year, 59 warrants were exercised, accordingly, 41,392,461 warrants
were outstanding at 31 December 2012.

(b) During the year, the Company repurchased and cancelled 2,650,000 shares
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 retained profits.

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

T-—F_ANBEFERRTMRATE
B—ORBRERT MABRTERZZZ
——F_AtAREESHE - REE
AEEEARDTRREE TR L EAARS.00
FEIT(ATE — MR A2 ) AR & REHT
Lk - RREBSER T —R"F=AMN
BfE - 41,392,520 T E#5H AR
841,392,520 EimAR 2z RAREBE T &
T RAWEBER-_E——EFE=ANBEHE
BMRXMHBES - REAFE © 599D RK
EBESE Bt RZT——F+=A
=+—H 41,392,461 RAHEE H K&
78 o

RAFE - AARER &EHH2,650,0008%
& - MARE 2B BITRATMZEE R
I ERH 2 EERERD - CERRGZ
S ERNMRE AR -

BORODREARRRERR 2 EEMNE
e - BURBAARZSRAEF) -
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26.

SHARE CAPITAL - continued 25.
Notes:
(b) - continued
Details of the repurchased shares by the Company through the Stock
Exchange during the year ended 31 December 2012 are as follows:
Number of

ordinary shares

Notes to the Financial Statements
BTSRRI

31 December 2012 =T ——fF+=H=+—8

ik -
GEE
b -

ARBIRBE-_Z——F+-_A=+—8
I FERBR IR 2 RRD 2 FEIEIT

Aggregate
consideration

Price per ordinary share paid (including

of HK$0.10 each Highest Lowest expenses)

EREE
0.108 T2 BREBRER ENRELSE
ZERYE &5 B (FFABIX)
HK$ HKS$ HK$'000
BT BT TR
March 2012 —T——-F=A 98,000 4.20 4.15 412
April 2012 —ZE—-ZFNAH 704,000 4.20 4.20 2,969
May 2012 —T——-%FHA 840,000 4.30 4.30 3,627
August 2012 —ZE—=F)\A 730,000 4.20 4.15 3,054
October 2012 —T——-F+A 88,000 4.35 4.21 376
November 2012 —E——F+—f 110,000 4.20 4.20 464
December 2012 —T——F+—-H 80,000 4.70 4.70 378
2,650,000 11,280

There was no repurchase of the Company’s ordinary shares for the year
ended 31 December 2011.

SHARE OPTION PLAN

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

26.

BE-_T——F+-_A=t—-RALFE"
BEBLOANREER -

RSBz Rt &

ARRATE A E e — A R & (B
MEREETE ) REAKBEEBKRINE
HERBMESER2EE - RHEMEIEE
B

R RS EFEATHRB
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Rt B EIER T _F A +H
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26.

SHARE OPTION PLAN - continued

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

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

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the nominal
value of the Company’s ordinary shares; (ii) the average closing
price of the Company’s ordinary shares on the Stock Exchange
on the five consecutive trading days immediately preceding the
date of the offer of the share option; and (iii) the closing price of
the Company’s ordinary share on the Stock Exchange on the date
of the offer of the share option (which must be a business day).
Further details of the Share Incentive Plan are also set out in a
circular of the Company dated 22 May 2002.

The Share Incentive Plan has expired on 6 June 2012. No option
was granted under the Share Incentive Plan during the period from
1 January 2012 to 6 June 2012 (for the year ended 31 December
2011: Nil), nor was there any option outstanding at 6 June 2012 (as
at 31 December 2011: Nil).

26.

MR Rt B — &7
AEARREBEBRRELRIE - RIB
Pt BBt 8RB (T BRE X
MEBIHE) s Koz BRI AR NS
BARARARKABEEETRNZ210% °
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WeBHZE—ZF—A—RAEZT—=
FARANBERE  WERERMDEBT
R EEREEE S ——F 1+
A=+—HItFE - &) RZZE—_F
7N AN B IME RS RRAE M AR TR (R
T——F+ZA=+—H: |-



Annual Report 2012 F#& 119

Notes to the Financial Statements

AR MR

31 December 2012 —Z—=—F+=-A=+—H

27. RESERVES - GROUP AND COMPANY 27. iR —FRERELF
(@)  Group (@) =*&KH
The amounts of the Group’s reserves and the movement FARBEFENRNEEFEX
therein for the current and prior years are presented in the HESH BRI N EAERE

consolidated statement of changes in equity. BERA o
(b) Company (b) ZA2QF
Retained
profits
A
HK$'000
FET
At 1 January 2011 n-—Z——F—H—H 207,573
Profit and total comprehensive income FRmA eI ABRE
for the year 1,251,633
Final 2011 dividend declared (note 10) BER-ZE——FEREKRE (MEE10) (5,381)
Special 2011 dividend declared (note 10) TR _Z——FHRIREIEE10) (36,012)
At 31 December 2011 and R-ZE——F+-_/F=+—HEK
1 January 2012 —E——%—HA—H 1,417,813
Profit and total comprehensive income FREF R EERA LR
for the year 6,781
Final 2012 dividend declared (note 10) TR —E—ZFREMRRE(MFE10) (37,798)
Special 2012 dividend declared (note 10) TR —FHRIKRE(HIEE0) (43,927)
Reversal of dividend arising from repurchase BEBEERNEE ZIRE
of shares 328
Repurchase of shares BRI, (11,015)
At 31 December 2012 R-E——F+-HA=+—H 1,332,182
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28. CONTINGENT LIABILITIES AND CORPORATE
GUARANTEES - GROUP AND COMPANY
(@) At the reporting date, certain corporate guarantees were
given by the Group to external third parties of which were
not provided for in the financial statements as follows:

(i)

At 31 December 2012, 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$22,431,000 (2011:
HK$24,872,000).

The Company did not recognise the financial
guarantee contracts as at 31 December 2012 and
2011 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.

As noted in note 12 to the financial statements, in
October 2010, the Group agreed to dispose of the
entire interest of the Disposal Group. The Group
has signed a tax deed to indemnify the purchaser
for tax liabilities of the Disposal Group prior to the
completion of the disposal which have not been
provided for in the closing account of the Disposal
Group as at 30 November 2010. The valid period
for claims under the tax deed shall be 7 years from
completion. The Group currently considers it is not
likely that any liabilities will arise therefrom.

(b)  As at 31 December 2012 and 2011, 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.

BRARRLAFER -FXKER
F4F

(a)

RBEH > AERERETINRE
= MR R AIE LB
ZETRARERAT

0] RZE——F+=A
=+—H8 AREHEN
BRARMEIZZ2HER
EmEETE= ARES
RAEER  EBSED
522,431,000 T (- &
— — 4 : 24,872,000 /&
JT) °

RZE—ZFRZT——
F+—-_A=+—H &R
AT EBERMEERSE
4 FRARARARESRR
B BB R BT EE
RS NRERBEER
Akl

iy RBEHBHRERMTI28
i RZZE—ZFF+A
AEEREHEEELE
Bz 2fiExs - AKED
FAIBIEELY  BHEA
EHEELEEEKAZ
Z—ZFF+—A=Z+HK
B N8B 1E L B & ST R AT
ZHIEEE - REFHER
HREHEREE BTK
Bt tF - AEEB AR
BZBERHOT KA L
FEFEE -

R CFRIE 4
=t—RB AEETFFRET
BRER - ERRRBREER
BEARENRZERRHZ
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OPERATING LEASE COMMITMENTS - GROUP AND 29
COMPANY

As lessee

As at 31 December 2012, the total future minimum lease
payments payable by the Group and the Company under non-
cancellable operating leases are as follows:

EEHWARIE-FREARF LT

ERABEA
R-E——F+_A=+—H K&E
TR IR IR A P S o A4 & T A A
ZRREEHES M FEENT -

Group Company
rEE PN
2012 2011 2012 2011
—E-—F —ET——%F —E-—F —ET——%F
HK$'000 HK$'000 HK$°000 HK$'000
FHET FHET FHERT FHET
Within one year —F R 22,327 29,892 1,248 -
In the second to fifth years, F_-_ZFERHF
inclusive (BIEEREMF) 18,253 21,654 208 -
40,580 51,546 1,456 -

The Group leases its office premises, elderly care homes and office
equipment under operating leases. The leases run for an initial
period of one year and five months to five years (2011: two to
five 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.

On 25 May 2012, the Company entered into a sub-tenancy
agreement (“Sub-tenancy Agreement”) with AP Administration
Limited (“AP Administration”), a fellow subsidiary of the
Company, to lease office premises for a term of one year and
nine months commencing from 1 June 2012 and expiring
on 28 February 2014. On 4 July 2012, the Company and AP
Administration agreed in writing to change the term of the Sub-
tenancy Agreement to one year and five months commencing
from 1 October 2012 and expiring on 28 February 2014. As at 31
December 2012, total future lease payments payable by the Group
under non-cancellable operating leases in relation to the Sub-
tenancy Agreement amounted to HK$1,456,000.

AEERBEERNZHERERLE
M - EEZRELPAERE - BHKY)
RPN F-—FREAERF(ZF——
FMFELRF)  EEBETHEOSIN
BEREmB R A SEEREEET
HARRE 2 A REFZEHR - 85
BROBEIAES -

R—ZE——FHEA-_+HH AR
7] B2 AP Administration Limited ( [ AP
Administration |) (A AR Z B RXME A
CIDEIAZ R R E AR R E DR 51
PRAEYE  ARPE-_T—=F <A
—HEE-_FE—NF_A=-+/\HE
W BH—FNER - RZZT——Ft
AMA » AR FEAP Administration A
EMREEXY BB s ERBEE =
T T+H-HREZZT—NF_HA
—+NHER BE—FRHER - RN=
T-——_F+-_A=+—H AEERE
SHABFETTEGE 2 KEROER 2K
RIS AR EE /1,456,000 7T ©
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29. OPERATING LEASE COMMITMENTS - GROUP - 29. EBEHPKRIE-—XEE-—F
continued
As lessor fEREAA
The Group subleases certain of its premises under operating A& B AR HE T AT RUH AR 4D 2 48 & M 4D A
lease commitments, with non-cancellable leases negotiated for a BELHEETYE EHhmzcmERE
term of three years (2011: three years). The terms of the leases HA=F(ZE——F : =F) - ALK
generally also require the tenants to pay security deposits. None of R—RIMAERBEIMRES - HEMR
the leases include contingent rentals. HBEFEHAHES -
As at 31 December 2012, the Group had total future minimum N-_E——F+-_A=+—H K&EEH
lease receivables under non-cancellable operating leases as BIERA RS SEHLO W 2 KK &
follows: EHS@BIT -
2012 2011
—E-—F —E——%F
HK$'000 HK$'000
FET FAT
Within one year —FR 240 390
In the second to fifth years, inclusive FIEFAT(BEEERT) 453 -
693 390
30. CAPITAL COMMITMENTS - GROUP 30. BFRIE-F&EH
2012 2011
—E--F —ET——%F
HK$000 HK$'000
FExT FAT

Acquisitions of property, plant and equipment: BEEYZE « BWE L&
Contracted but not provided for EEREEIEES 3 - 109




31.

RELATED PARTY TRANSACTIONS

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

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

31.

Notes to the Financial Statements
BTSRRI

31 December 2012 =T ——fF+=H=+—8

FREALTZES
BRAMBRREMBINDABREZR SR
RSN AREEREEEALRFRE
TTTATRS -

(@) AKEEBAKEEHAEEZ
HBAR(RASREZRAMEA
FRFERETETRS ¢

2012 2011
=F—=F e
HK$'000 HK$'000
FHET FAT
Insurance premium expenses charged by  ¥TEERRREEBER A EE
Sun Hung Kai Insurance Consultants FE R R IRBR A 42 AR TS 1h e
Limited in accordance with the relevant IWEV R &
insurance brokerage services agreement 1,154 1,158
Reimbursement to AGL the actual costs IRARIERAT TR AR I B IR AR TS
incurred in respect of management, o ras M T RIS s
consultancy, strategic, company RHEEBrSREEER
secretary, internal control and business HFME A B AEBRHE
advice services provided by senior EIE - B R
management and selective staff of NEIME - REBEEHI R
AGL to the Group in accordance with ERRBEECZER
the relevant Sharing of Administrative B RmA LB ELER
Services and Management Services
Agreement and Supplemental Services
Agreement 3,400 2,220
Financial advisory fee charged by Yu Ming B#ixE BB HER AW
Investment Management Limited LR IRIE B - 500
Rent, building management fees and AP AdministrationR #
other charges for the sub-tenancy HESBIHEDBRAE
of office premises charged by AP YIHEWER TS - ME
Administration in accordance with ERBRHMT T
the relevant Sub-Tenancy Agreement (FF5E29)
(note 29) 387 -

These transactions also constituted connected transactions
or continuing connected transactions of the Group as
defined in Chapter 14A of the Listing Rules. The Company
has complied with the disclosure requirements, where
appropriate, in accordance with Chapter 14A of the Listing
Rules.

ZERXSIER ETIRAIE14A
ERATZAEBEZHER FLF
BRER S - AR RIE HEEA
B BT EMHRAFELATE
WERT -
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31.

32.

RELATED PARTY TRANSACTIONS - continued

(b)  Outstanding balances with related parties
Included in the Group’s accruals are outstanding balances
with AGL and AGL’s subsidiaries of HK$1,662,000 (2011:
HK$ Nil). Accruals to these related parties are non-interest
bearing and unsecured.

(c) Compensation of key management personnel of
the Group
Key management personnel of the Group are members
of the Board. Details of key management personnel
emoluments are set out in note 13 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 and liquidity risk.

Financial risk management is coordinated at the Group's
headquarters in close co-operation with the Board. 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.

It is not the Group’s current 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. It identifies ways to access financial markets and monitors
the Group’s financial risk exposures.

31.

32.
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 32. BERBEEERAFEHHE-#ZF
MEASUREMENTS - continued

32.1 Categories of financial assets and liabilities 321 eREERAESE
The carrying amounts presented in the statements of B SAAR KT 2% 2 BEmEE Jh#E
financial position relate to the following categories of NT&EcmEERSRAEAR
financial assets and financial liabilities: A
Financial assets 2HEE
Group Company
rEE b NN
2012 2011 2012 2011
—E--F T =ZB-=-F =Z—F
HK$°000 HK$'000 HK$'000 HK$'000
FERT FAT FExT FHT

At fair value through ERBRRATE

profit or loss i
Financial assets at fair value #EiBEIEAFE
through profit or loss IRz e R BE 626,449 405,383 - -

Loans and receivables EXRREWFE

Trade receivables B 5 eI IE 1,074 932 - -

Financial assets included in - AFE{T %I -
prepayments, deposits Be KA

and other receivables RIEZ SRVEE 23,216 19,468 407 775

Pledged bank deposit RITERFR 13,811 3,000 - -
Cash and cash equivalents IR&KERIRE

BE 906,901 1,092,673 875,503 1,075,389

945,002 1,116,073 875,910 1,076,164

1,571,451 1,521,456 875,910 1,076,164
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32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE 32. BMERBEEERRAFEIE &

MEASUREMENTS - continued
32.1 Categories of financial assets and liabilities —

32,1 EeMEEREBIE £

continued
Financial liabilities THEE
Group Company
AEH AT
2012 2011 2012 2011
—g-=f -T —F =—B-=f _-T —F
HK$'000 HK$ 000 HK$'000 HK$'000
FExT FBT FExT FAET
At fair value through BREZRATHE
profit or loss S8R
Financial liabilities at fair FBERIE A FE
value through profit or PRz SRt A&
loss 8,012 - - -
At amortised cost R AR
Trade payables B S ENRIE 1,103 803 - -
Financial liabilities included 5 A E fhfEf 7018 -
in other payables, FEETFIE R B
accruals and deposits Hezemas
received 12,659 13,050 2,809 1,278
Due to subsidiaries FERITHI B A R F0E - - 50,207 50,224
13,762 13,853 53,016 51,502
21,774 13,853 53,016 51,502




32.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS - continued

32.2

32.3

Foreign currency risk

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

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.

Currency risk arising from investment denominated in AU$ is
minimal as a forward contract has been entered to hedge
against the effect.

The Company does not have any significant exposures to
foreign currencies at 31 December 2012 and 31 December
2011.

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 deposits and short-term bank
deposits are set out in note 21.
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
MEASUREMENTS - continued

32.3

32.4

Interest rate risk — continued

At 31 December 2012, it is estimated that a general
increase of 50 (2011: 50) 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$4,489,000 (2011: HK$5,478,000). A decrease of 50
(2011: 50) 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 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 2011.

Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group's exposure to credit
risk mainly arises from granting credit to customers in the
ordinary course of its operations and from failure of the
counterparties of its investment in financial instruments to
meet settlements.

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. For investment in debt securities,
basically only debt securities with sound credit standing
would be considered. Trading accounts are only opened
with reputable security broker/banks.
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32. MERBREERATEME-F

32.5 Liquidity risk 325 REBEELERER
In the management of the liquidity risk, the Group ErRHEcRMERE ST A&
monitors and maintains a level of cash and cash equivalents EERNEFEEERAERHA L
deemed adequate by the management to finance the B MERIBEEENKTF - AKX
Group's operations and mitigate the effects of fluctuations CE ¥ %%&B&ﬂﬂﬁ’i\
in cash flows. In the opinion of the Board, the Group does RENZEE -EFFELRE -
not have any significant liquidity risk exposure. REBWRERNREES AR
The Group’s policy is to regularly monitor its liquidity AEEBRAEHRERELRS
requirements to ensure that the Group maintains sufficient BeHmK  UBRASEEZR
reserves of cash to meet its liquidity requirements in the WEeHEENHEEHEERRS
short and longer term financial liabilities. MEEMEZRBES -
The maturity profile of the Group’s non-derivative financial AEBRBEASHORITIBNIGE
liabilities as at the reporting date, based on the contractual R RER 3E1J$i EY =Rl
undiscounted payments, was as follows: R
On demand/
no fixed 3to
terms of Less than less than
repayment 3 months 12 months Total
RERME
BETERYE PR=ER =ZZE+={EA e
HK$’000 HK$000 HK$’000 HK$°000
FHERT FERT FET FHExT
At 31 December 2012 R-ZE——F
+=B=+—H
Trade payables B HRNFIA - 1,103 - 1,103
Financial liabilities included 5+ AEfibfEf T FIE
in other payables, JEFHRRIA R B
accruals and deposits Rezemas
received 4,842 7,271 546 12,659
4,842 8,374 546 13,762
At 31 December 2011 R-ZTE——F+ =
A=+—H
Trade payables B S ENRIE - 803 - 803
Financial liabilities included 5+ AH b & FIB
in other payables, JEEE IE&E%Z
accruals and deposits Rezemas
received 2,820 9,733 497 13,050
2,820 10,536 497 13,853
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32.
MEASUREMENTS - continued
32.5 Liquidity risk — continued

FINANCIAL RISK MANAGEMENT AND FAIR VALUE 32,

The maturity profile of the Group’s derivative financial
liabilities as at the reporting date was shown below.
The table has been drawn up based on the contractual
undiscounted outflows on derivative instruments that settle
on a gross basis on contractual maturity which differs
from the carrying amount in the consolidated statement of
financial position.

MERBEERLOTEAE &

32.5

REEEREME &
REBRBERTESRABEY
FIHAE M T o RIS IRIEST

AETHERGHIHBENEREE
Z HWARBRREEE - T AE
R BISHR R BRI o

1 to 5 years
—Z5HF
HK$’000

THET

At 31 December 2012
Financial liabilities at fair value through profit or loss

R=B-——H+-A=1+—H
BRBREAFEIIGZSRHAE

Foreign currency forward contract INEREIE R
— outflows —
— inflows —mA

(189,567)
183,260

The maturity profile of the Company’s non-derivative
financial liabilities as at the reporting date, based on the

contractual undiscounted payments, was as follows:

ARBRBEEHRTRNRGE
MRREHETESRABEZE
HIRfatan T -

On demand/
no fixed 3to
terms of Less than less than
repayment 3 months 12 months Total
REREE
EEEERE LR=EA =ZE+=@A e
HK$'000 HK$'000 HK$'000 HK$’'000
FHET FHET FET FHET
At 31 December 2012 N-—E——F
+=A=+—H
Due to subsidiaries FERTHI B A RIFRIE 50,207 - - 50,207
Other payables EAth e FRIE 39 2,527 243 2,809
50,246 2,527 243 53,016
At 31 December 2011 RZE——F
+=-—A=+—~H”
Due to subsidiaries FERT B A T FIB 50,224 - - 50,224
Other payables H A F18 39 1,189 50 1,278
50,263 1,189 50 51,502
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUE 32. HERBEERAFEIE-F
MEASUREMENTS - continued
32.6 Fair value measurements recognised in the

326 REBIBERREKRERZALE

statement of financial position

The fair value hierarchy groups financial assets and
liabilities into three levels based on the relative reliability of
significant inputs used in measuring the fair value of these
financial assets and liabilities. The fair value hierarchy has
the following levels:

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

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

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

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

The financial assets and liabilities at fair value through
profit or loss in the consolidated statement of financial
position are grouped into the Level 2 fair value hierarchy
(2011: Level 2).

For the investment in debt and equity securities designated
as financial assets at fair value through profit or loss, 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.
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32.

33.

FINANCIAL RISK MANAGEMENT AND FAIR VALUE

MEASUREMENTS - continued

32.6 Fair value measurements recognised in the
statement of financial position — continued
For the foreign currency forward contract classified as
financial liabilities at fair value through profit or loss,
fair values have been assessed by a firm of independent
professional valuers, Greater China Appraisal Limited by
using valuation model. Significant inputs into the model
are spot exchange rate, risk-free rates and time to maturity.

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 return 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.

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 31 December 2012 was approximately
HK$1,553,102,000 (2011: HK$1,509,457,000).

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 31 December 2012 and 2011.

32.

33.

HERMEERATEIE -4

326 RUMBERREKBERZL2FE
TE-E
Mo AR ATESEBERE W%
ZeMBEZIINERBEY
i@ﬁmﬁigiﬁ@%ﬁéﬁ
FEBR QBT - BAZER
ZEEZ2HAREHBEK - B
BFE R E R HRR -

BEER

AEEERNEE B R RERAKER
BRE e UIMEZRARKTEE
EEMEIR 2B RERRERIER
B - NEEKEBKSAARIFER
AR 2 REHE - BRIESREE -

AREEEG N E PR HEAER - I
lﬁ%ﬂ#ﬂz AMEEH R - ARELR

ERRERZEAGELRRE R - I
%E$EIZ$X§$%*&Q$W
¥~Mh&ﬁﬁﬁﬂ EN -~ TERTEER
D ﬁﬁﬁﬁi&ﬁﬁﬁwﬁh
&

M ’

=
HIBS

REFXABRENGEE - ARBE AR

EMBRRIKEZRE - BEROHET
A -
AEEFEEREEAKF - AEEZ

BRBERBAESARG - R=F
——F+-—A=+—H  AE@MZER
%9/%1,553,102,0008 (=8 ——4F :
1,509,457,000# 7T ) o

AEBYEZHRINRBINZERR
H e BE_E-——"FR-_E——F+_
A=+—BLFERN AEEYTEHE
AEEAR  BEKEFEHEANE -






	Cover
	Contents
	Corporate Information
	Chairman’s Statement
	Review of Operations
	Profile of Directors and Senior Management
	Corporate Governance Report
	Directors’ Report
	Independent Auditor’s Report
	Consolidated Statement of Comprehensive Income
	Consolidated Statement of Financial Position
	Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Financial Statements
	Back Cover

