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

«  provision of medical services

« provision of nursing, physiotherapy and dental
services

«  provision of elderly care services

In the prior year, the Group discontinued the provision of
healthcare transaction processing and related services and
the distribution of medical equipment (collectively, the
"Healthcare transaction operations”). The discontinuance
was completed on 28 October 2002, as further detailed
in note 6 to the financial statements.

The revised SSAP 12 “Income taxes” is effective for the
first time for the preparation of the current year's financial
statements.

This SSAP prescribes new accounting measurement and
disclosure practices. The major effects on the Group's
accounting policies and on the amounts disclosed in these
financial statements of adopting the revised SSAP 12 are
summarised as follows:

SSAP 12 prescribes the accounting for income taxes
payable or recoverable, arising from the taxable profit or
loss for the current period (current tax); and income taxes
payable or recoverable in future periods, principally arising
from taxable and deductible temporary differences and
the carryforward of unused tax losses (deferred tax).

This SSAP has had no significant impact for these financial
statements on the amounts recorded for income taxes.
However, the related note disclosures are now more
extensive than previously required. These disclosures are
presented in notes 13 and 27 to the financial statements
and include a reconciliation between the accounting profit
and the tax expense for the year.
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These financial statements have been prepared in
accordance with Hong Kong Statements of Standard
Accounting Practice, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the
year ended 31 December 2003. The results of subsidiaries
acquired or disposed of during the year are consolidated
from or to their effective dates of acquisition or disposal,
respectively. All significant intercompany transactions and
balances within the Group are eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the results and net assets of the
Company's subsidiaries.

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

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

A joint venture company is a company set up by
contractual arrangement, whereby the Group and other
parties undertake an economic activity. The joint venture
company operates as a separate entity in which the Group
and the other parties have an interest.
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The joint venture agreement between the venturers
stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis on
which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’s
operations and any distributions of surplus assets are
shared by the venturers, either in proportion to their
respective capital contributions, or in accordance with the
terms of the joint venture agreement.

A joint venture company is treated as:

(a) a subsidiary, if the Company has unilateral control,
directly or indirectly, over the joint venture company;

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

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

(d) alongterm investment, if the Company holds, directly
or indirectly, less than 20% of the joint venture
company's registered capital and has neither joint
control of, nor is in a position to exercise significant
influence over, the joint venture company.

A jointly-controlled entity is a joint venture company which
is subject to joint control, resulting in none of the
participating parties having unilateral control over the
economic activity of the jointly-controlled entity.
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The Group's share of the post-acquisition results and reserves
of jointly-controlled entities is included in the consolidated
profit and loss account and consolidated reserves, respectively.
The Group's interests in jointly-controlled entities are stated
in the consolidated balance sheet at the Group's share of
net assets/liabilities under the equity method of accounting,
less any impairment losses.

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the acquisition over
the Group's share of the fair values of the identifiable
assets and liabilities acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised on
the straight-line basis over its estimated useful life of 20
years.

Prior to the adoption of SSAP 30 “Business combinations”
in 2001, goodwill arising on acquisitions was eliminated
against consolidated reserves in the year of acquisition.
On the adoption of SSAP 30, the Group applied the
transitional provision of the SSAP that permitted such
goodwill to remain eliminated against consolidated
reserves. Goodwill on acquisitions subsequent to the
adoption of the SSAP is treated according to the SSAP 30
goodwill accounting policy above.

On disposal of subsidiaries, the gain or loss on disposal is
calculated by reference to the net assets at the date of
disposal, including the attributable amount of goodwiill
which remains unamortised and any relevant reserves,
as appropriate. Any attributable goodwill previously
eliminated against consolidated reserves at the time of
acquisition is written back and included in the calculation
of the gain or loss on disposal.
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The carrying amount of goodwill, including goodwill
remaining eliminated against consolidated reserves, is
reviewed annually and written down for impairment when
it is considered necessary. A previously recognised
impairment loss for goodwill is not reversed unless the
impairment loss was caused by a specific external event
of an exceptional nature that was not expected to recur,
and subsequent external events have occurred which have
reversed the effect of that event.

An assessment is made at each balance sheet date of
whether there is any indication of impairment of any asset,
or whether there is any indication that an impairment loss
previously recognised for an asset in prior years may no
longer exist or may have decreased. If any such indication
exists, the asset's recoverable amount is estimated. An
asset's recoverable amount is calculated as the higher of
the asset's value in use or its net selling price.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. An
impairment loss is charged to the profit and loss account
in the period in which it arises.

A previously recognised impairment loss is reversed only
if there has been a change in the estimates used to
determine the recoverable amount of an asset, however
not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised
for the asset in prior years. A reversal of an impairment
loss is credited to the profit and loss account in the period
in which it arises.
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Fixed assets are stated at cost less accumulated depreciation
and any impairment losses. The cost of an asset comprises
its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use. Expenditure incurred after fixed assets have been put
into operation, such as repairs and maintenance, is normally
charged to the profit and loss account in the period in which
itis incurred. In situations where it can be dlearly demonstrated
that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of
the fixed asset, the expenditure is capitalised as an additional
cost of that asset.

Depreciation is calculated on the straight-line basis to write
off the cost of each asset over its estimated useful life. The
principal annual rates used for this purpose are as follows:

15% to 33'/3% or
over the lease terms,

Leasehold improvements

whichever is higher
Furniture, fixtures and office
equipment 15% to 33'/5%
127/2% to 20%
Computer equipment and software 20% to 33'/3:%
20% to 33'/5%

Medical equipment
Motor vehicles

The gain or loss on disposal or retirement of a fixed asset
recognised in the profit and loss account is the difference
between the net sales proceeds and the carrying amount
of the relevant asset.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets and rentals receivable under
the operating leases are credited to the profit and loss
account on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under
operating leases are charged to the profit and loss account
on the straight-line basis over the lease terms.
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Long term investments in unlisted equity and debt
securities, intended to be held for a continuing strategic
or long term purpose, are stated at cost less any
impairment losses, on an individual investment basis.

When a decline in the fair value of a security below its
carrying amount has occurred, unless there is evidence
that the decline is temporary, the carrying amount of the
security is reduced to its fair value, as estimated by the
directors. The amount of the impairment is charged to the
profit and loss account for the period in which it arises.
When the circumstances and events which led to the
impairment in value cease to exist and there is persuasive
evidence that the new circumstances and events will persist
for the foreseeable future, the amount of the impairment
previously charged is credited to the profit and loss account
to the extent of the amount previously charged.

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.

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

For the purpose of the balance sheet, cash and bank
balances comprise cash on hand and at banks, including
term deposits, which are not restricted as to use.
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Deferred revenue represents services fees received in
advance. Revenue is recognised and deferred revenue is
released to the profit and loss account when the
corresponding services are rendered.

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

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

Deferred tax liabilities are recognised for all taxable
temporary differences:

«  except where the deferred tax liability arises from
goodwill or the initial recognition of an asset or liability
in a transaction that is not a business combination
and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

+  inrespect of taxable temporary differences associated
with investments in subsidiaries and interest in a joint
venture, except where the timing of the reversal of
the temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax assets
and unused tax losses, to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, and the carryforward
of unused tax assets and unused tax losses can be utilised:
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«  except where the deferred tax asset relating to the
deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

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

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Conversely, previously unrecognised deferred tax
assets are recognised to the extent that it is probable that
sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised.

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

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

(a) from the provision of services, including medical
services, nursing, physiotherapy and dental services,
elderly care services and healthcare transaction
processing and related services, on the provision of
the relevant services;
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(b) from the sale of goods, when the significant risks
and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

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

(d) interest income, on a time proportion basis taking
into account the principal outstanding and the
effective interest rate applicable; and

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

Paid leave carried forward

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

Hong Kong Employment Ordinance long service
payments

Certain of the Group's employees have completed the
required number of years of service to the Group in order
to be eligible for long service payments under the Hong
Kong Employment Ordinance (the “Employment
Ordinance”) in the event of the termination of their
employment. The Group is liable to make such payments
in the event that such a termination of employment meets
the circumstances specified in the Employment Ordinance.
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Hong Kong Employment Ordinances long service
payments (continued)

A contingent liability is disclosed in respect of possible
future long service payments to employees, as a number
of current employees have achieved the required number
of years of service to the Group, to the balance sheet
date, in order to be eligible for long service payments
under the Employment Ordinance if their employment is
terminated in the circumstances specified. A provision has
not been recognised in respect of such possible payments,
as it is not considered probable that the situation will result
in a material future outflow of resources from the Group.

Retirement benefits scheme

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

The Company operates a share option scheme and 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. The financial impact
of share options granted under the share option scheme/
share incentive plan is not recorded in the Company's or
the Group's balance sheet until such time as the options
are exercised, and no charge is recorded in the profit and
loss account or balance sheet for their cost. Upon the
exercise of the share options, the resulting shares issued
are recorded by the Company as additional share capital
at the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the
shares is recorded by the Company in the share premium
account. Options which are cancelled prior to their exercise
date, or which lapse, are deleted from the register of
outstanding options.

Final dividends proposed by the directors are classified as
a separate allocation of retained profits or contributed
surplus within the capital and reserves section of the
balance sheet, until they have been approved by the
shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared,
they are recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company's bye-laws grant the
directors the authority to declare interim dividends.
Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.
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Foreign currency transactions are recorded at the applicable HNERZ B THIR(ERIRZ 5 B 2 BAERTE -
exchange rates ruling at the transaction dates. Monetary REEE R AINE BBy B EERAES
assets and liabilities denominated in foreign currencies at BB EREXRGE < EHZRHIIAR
the balance sheet date are translated at the applicable AR IR ©

exchange rates ruling at that date. Exchange differences
are dealt with in the profit and loss account.

On consolidation, the financial statements of overseas REREERE B - BINTB AR 2R ®RET)
subsidiaries are translated to Hong Kong dollars using the RFREZNMERBTT - TEINRBRRZ
net investment method. The profit and loss accounts of B R AIRRZFE 2 IETEE R E S
overseas subsidiaries are translated to Hong Kong dollars BIT o BINNB AT EERBRIIREE
at the weighted average exchange rates for the year, and HZEXRFERET - FREEZERZRED
their balance sheets are translated to Hong Kong dollars STAER REFEER -

at the exchange rates ruling at the balance sheet date.
The resulting translation differences are included in the
exchange fluctuation reserve.

For the purpose of the consolidated cash flow statement, MEERLMERKME  BINNBRRIZ
the cash flows of overseas subsidiaries are translated into RemETRBR S REES B2 EXT
Hong Kong dollars at the exchange rates ruling at the ERAET  BIMRAIRBFRNEEHER 23R
dates of the cash flows. Frequently recurring cash flows EnEIIRZER Z EFHEXRTE

of overseas subsidiaries which arise throughout the year T ©

are translated into Hong Kong dollars at the weighted
average exchange rates for the year.
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Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or to
exercise significant influence over the other party in making
financial and operating decisions. Parties are also
considered to be related if they are subject to common
control or common significant influence. Related parties
may be individuals or corporate entities.

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

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

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

(b) the nursing, physiotherapy and dental services
(“nursing, physio & dental services") segment engages
in the provision of nursing, physiotherapy and dental
Services;

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

B e N B SRR R AL - SRS
P R ERREBEE M A L EIEERY
BN NLTBAREANTL © WA KRE
HAARERFENETBEMEAL - F
BEALARENALTHARER -

DREMARSBRER D BRIEERZ577
N REEAEEEDFERE - WATS
BEPMENR DR - MEEMREEMR
MEFASDR o HRALEEI0% 2 WA
TIRBERBREF REI0%Z EETNE
B UL EE -T2 R D RER

REE 2 SR TORIE TSI E R et
ZEmRRGMEINIERIBL B - AN
BBERBHBHRER —[ERHER KRS
ZREEEERSE T - PR 2 Bk & &S
Z B A BB A XD IBE TR - 550
BZHEMT

FRSER%
(a) BEIRGE  NHEREHBERTY

(b) =32 - YA N RHRMHE (&2 -
WIR R BRI RRTE]) - (e FIR &
2 - YRR N T RHIR ¢

(0 #EZRBE  WERHEERS
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Continuing operations (continued)

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

Discontinued operations

(e) the healthcare transaction operations segment
engaged in the provision of healthcare transaction
processing and related services and medical
equipment distribution, which was discontinued
during the prior year.

Further details of the discontinuance of the operations
under the healthcare transaction operations segment are
set out in note 6 to the financial statements.

Intersegment sales and transfers are transacted at mutually
agreed terms.

FRRER% (|

(d) EREMER - BEAEEZEEH
EERGES  T2REEARRMRE
I e EABARTS - LA R EoAf WA B2
XIER K

ERILERERK
() RERXZEHE  REFRRRXFEIER
HEREARTS & B R AR B A IH (B MR

L&) o

RERZEBRIA TR IEREER 2 —

SHERN I TEREH G - 6%
S ARRD 2§ RO AR E 5 2 Ik
BT o
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4, SEGMENT INFORMATION (continued) 4. DEER (@)
Business segments ES Sk
The following tables present revenue, profit/(loss) and TRV AEBEESHE WA ~ HF,
certain asset, liability and expenditure information for the (BR)UARETEE  BERAXER -

Group's business segments.

Group &£
Contning operons Disontned apeaios
fREesk ERLEERE
Nursing physio
Rdentdsenics ey Copoteand  Healfearebansacion
Medialsenices ~~ #%> HERR Senices i operations Himintors Consoiated
BAEH ot i Rk Renash i f8
W03 007 003 W2 003 W2 W03 W@ N0 N@ N3 W02 w03 200
$9CF TTRCE CRECE IROCE CR9E CRRCR CRRIE DRRCR C9RCE RCE 9GS ORRCR CReE R
HESO00 ~ HKS000.  HKS000  HKS000 HKS000  HKSO0 HKSOO0  HKSOO0 HKSOO0  HKSOOD HKSOO0  HKSOOD HKSO0D  HKSOO
T TR T TR th T TR TR TR TR tH T R T
Seqmentreenie: FBYA :
Sales o eemdl csomers BE FARER SiedeT ST36L 51 S 107263 112198 - = - 1o0l6 - - T35 TH3IA0
esegnent eiene SEENA LT AT RS -4 - e (1gn) (@) - -
Oberevence and g Z/EMA AR LY VA Y ¢ N - 00 - - 66 9%
Toil 1 506655 519800 664%  6A0% 107940 14 8l DofT - 33T (69) () 7033 668
Seentress 25 NO% MG e 148 (%) (64 @) (BN - Q) - (248 o B
Urelocaed nerestincome RAEFEHA m %
Urelocted emenses £AERS (6559 (490
(Ginondispasa deme iposa ofdcontinued apeaons
HE/REERR HERRR - T
Poft o opeaing s B4 83 B 505l
Frence cos B SR (149 (53%)
Shee of eufsofa oy ontoledenty
Fi-FARmItERE 1 S (/I )
Poft et A B3 W0
TufE 895 5600
Proft before oy et B R 1439 39010
Vinoty nteess 85 R - B

Nt poft om oy et
fodraeholes FREERRERAA

3

1A% A1
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4. SEGMENT INFORMATION (continued) 4. DEER (@)
Business segments (continued) Sk 0 ))
Group &M@
Continuing opereions Discontinued aperatons
Eafezk BArdesh
Nursing physio
Bdentdsenicss  Bdeyae  Copoteand  Heathere ansecion
Nedclsenices ~ #2 HERR sences ofer opereions Eiminatos (onsoldeted
BAf R #Rh RREk REazh i #8
005 007 003 W02 W03 W2 W05 W@ N0 W@ N5 N0 W03 0
89S CERCE C3%7E CEECR 35ty CRECE 99t CPECE C§RsE CERCR C89tE CEECR 9Er REE

HAS000  HKSOOD  HKSO00  HKS000  HKS000  HKS0OD  HKSOO0 RSO0 HKSOO0  HKSO00  HKSo0 HK$000 HRSO00 - HS000
T fh TEL TR tE Th AL TA TR TRt AL TR TR TR

Seqmentasses AfFEE 149260 162480 13639 1264 43057 468 683 QI - - - - 185 DBI6
Unelocsed asets 7 4% 974 48060
Totl assls 2% M9 1719
Segmemhabi\mesﬁﬁﬁﬁ 61260 70543 525 A7 109 11460 7919 1693 - = - - B 1055l
Urelocatd ebles 75 9166 87
Totlliltes 258 11479 185919
Ohersegentiomaton: EHAEER
Detecatonand amoatin 75 2 L N )1 S /N I
Uralocaed amorseon 734 I |
mpementlosses rcognied n e pftand s ot
HEREER,RERE S 1 A 1 |
Proision forbed and coubuldels REE 5 -1 - ko1 8 - - - - - -1
Lo ) on iposafre
ofofied et 5/ AR AR 288/ hE) w8 Wm0 D - B - - W R
Provsonfor popetes for e 1123 S Y . S !
Waierofan amount e fom
ajrtontoledenty SB-BAREE 2N e
(il ependie B335 T4 S8 100 1M B 6B 17 i - - - 8% 16
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Turnover from continuing operations represents fees
earned for the provision of medical services, nursing,
physiotherapy and dental services and elderly care services.

Turnover from discontinued operations included revenue
from healthcare transaction operations, which represented
fees earned for the provision of healthcare transaction
processing and related services and the net invoiced value
of goods sold, after allowances for returns and trade
discounts.

Revenue from the following activities has been included
in turnover:

66

Continuing operations: FHAEAS & %7
Medical services & & AR 7%
Nursing, physiotherapy and dental
services 2 - ¥R B K T RIAR TS
Elderly care services #Z R

Discontinued operations: 48 |FA& 4 %75
Healthcare transaction operations {RIE3Z 5 75

RERBEREXB 22X REREHERR
% &2 - WA NI B RS R EER
7 o

ERIMEEEXBEERERRERHEE R
BRAZHZBA - FHRERERZ Z IR
BzE&A  UREEZHFFE(KMGRER
B K & 24 4) ©

PNERRIIESEE S0 AL ONSR N+ S-EI

Group
£MH

2002
—Tm

—= =

HK$'000
THET

571,362

53,574
112,198

737,134

16,016

753,150
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In view of the Group's strategy to concentrate on its core/
profitable activities, in 2002, the Group discontinued its
healthcare transaction operations as detailed below:

®

(ii)

On 11 February 2002, Wanji Pharmaceutical Holdings
Limited (formerly ehealthcareasia Limited ("EHA")),
a then subsidiary of the Company, entered into a
disposal agreement with an independent third party
for the disposal of the Group's entire equity interest
in a subsidiary, Top Quality Global Inc. (“Top Quality”),
and the assignment to the purchaser all the rights to
the repayment of an aggregate outstanding loan owed
by Top Quiality to the Group of approximately HK$14.5
million, for an aggregate cash consideration (net of
related costs) of approximately HK$7.4 million. The
principal activities of Top Quality and its subsidiaries
comprised the telemarketing operations of the Group,
which were reported under the healthcare transaction
operations segment of the Group. Further details of
the disposal are also set out in a circular of the
Company dated 8 March 2002.

The disposal was completed on 12 February 2002
and the discontinuance of the telemarketing
operations of the Group was then completed. HK$6.9
million of the disposal consideration (net of related
costs) was received in February 2002 and the balance
of HK$0.5 million was received in October 2002.
The carrying amount of the net assets disposed of
amounted to approximately HK$7.5 million. The loss
on disposal of such operations amounted to
approximately HK$0.5 million (after the release of a
debit exchange fluctuation reserve of HK$0.4 million).
There was no tax arising from the disposal.

On 8 August 2002, EHA entered into a conditional
shares subscription agreement (the “Shares
Subscription Agreement”) with Wealth Generator
Limited (“Wealth Generator”), an independent third
party, in relation to the subscription of 5,000,000,000
new EHA shares by Wealth Generator at a subscription
price of HK$0.01 per EHA share in respect of
4,999,998,000 EHA shares and at a subscription price
of HK$0.08 per EHA share in respect of 2,000 EHA
shares. The Shares Subscription Agreement was
approved by the Company's independent
shareholders on 2 October 2002.

ERAREE IR0, RN 2 EK 2 KK

e -
7

0)

(i)

AEER-TE_FEILRRRSE
HEMT

RZZEZF_A+—RH KARIEH
RIMIE A R]Wanji Pharmaceutical
Holdings Limited (A #&ehealthcareasia
Limited ([EHAI)) 82— 2B FE =771
SRR BUHERSERREA
A]Top Quality Global Inc. ([Top Quality|)
ZEERAELR  WEZEEETop
Quality MRAKBE 2 ERRFEL
14,500,000 FAEREMTET » &

HEEBR < (EHBREBAKRS) AR
7,400,000,%75 Top Quality RH KIS
RAZ EFBXBOEASE 2 EifEH
¥755 - MZBFBIEARER 2 RE
RGFEF DR R - HEFH 2 E—
el JT%EA$ AR-ZZE-F=H
NBFEEZ &

HESHEER ST -_F-_A+=H%
ﬁ MAEE s BERGHHEEFDER

o REBER —TT —F— AUELE
%%I,EZKE (EMkBBERZ)
6,900, oooi%fc M EREE500, oooi%r_c
MERZZZ_F+ AWM - BEHE
&= 2 REEA) 7,500,000 7T ° ﬁ
ERZEEB 2 EEAA500,000/48 T
(GtRER-—EEBELERSFELD
400,000 #&ITig) o HESEWEES
FiIg o

RZZZE-FN\A/\B - EHAEEV
= J7Wealth Generator Limited ([Wealth
Generator] ) 1M BB G D REE TR
# (RO REBZE]) AR ABER
Wealth Generatorz?f&5,000,000,0000%
EHARTAR (7 + & H4,999,998,000AXEHA
1815 B ABRR0.0 18 T 2 RRBE(ERREE -
if12,000AXEHARR 15 Bl LA &% 0.08 B 7T
ZREERE - RNRBHREN=Z
= —F+ A - HEARR BRI
/#E o
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The total consideration for the shares subscription
(before deducting any incidental costs) amounted
to approximately HK$50 million, which was settled
in cash by Wealth Generator upon completion. The
Shares Subscription Agreement was completed on
4 QOctober 2002. Upon the completion of the Shares
Subscription Agreement, the Group's equity interest
in EHA was diluted from 53.75% to 4.37% and EHA
ceased to be a subsidiary of the Group (the “Deemed
Disposal”). Further details of the Deemed Disposal
are also set out in a circular of the Company dated
11 September 2002.

On 28 October 2002, the Company disposed of its
remaining 4.37% equity interest in EHA (the
“Disposal”), being 237,745,963 EHA shares by
accepting a cash offer by Wealth Generator at
HK$0.08 per EHA share. The cash consideration for
the Disposal pursuant to the cash offer of
approximately HK$19 million was received in
November 2002. The incidental costs related to the
Disposal/Deemed Disposal were approximately
HK$6.1 million. The gain on the Disposal and the
Deemed Disposal (after the release of a debit
exchange fluctuation reserve of HK$67,000) and the
consolidated net liabilities of EHA disposed of were
approximately HK$37.6 million and HK$24.8 million,
respectively. There was no tax arising from the
Disposal/Deemed Disposal.

Upon the completion of the Disposal, the Group no
longer had any interest in EHA, except for its holding
of a convertible note with a face value of HK$7 million,
carrying the right to convert into new EHA shares at
HK$0.05 per EHA share (subject to adjustment), as
further detailed in note 19 to the financial statements.
The Disposal effectively completed the
discontinuance of the remaining healthcare
transaction operations of the Group, which were
reported under the healthcare transaction operations
segment of the Group. Further details of the Disposal
are also set out in a circular of the Company dated
11 September 2002 and an announcement of the
Company dated 28 October 2002.

A& 7R 2 AR CRINBRE(RITEET PR A
ANHT) #9550,000,00058 7T © & HWealth
Generator FERCIF AR S S o IRIDFRIE 1
FZERZZZ-F+AMBTER - RIRHR
BiETEkE  NREBREHAZREHR
53.75% B8 EA37% @ MEHARR |FAKREE
ZMBAR (RIELEEE]) - BIELES
Bi#E— S HBENIREARBR =TT =
NA+—BTEZBEA -

R-ZZE—F+A=1+/\B ' AAREERN
Wealth Generator 2 B % EHANZ{90.0878 T2
ReWiEERE - HEEREHASR T 24.37%
B A HERS (BN237,745,963AXEHARL(D) (TH
EFHE]) - BRERSUWHEEZZEALESE
2R & R(BAA19,0000008TTER-TZ
—F+— AlER - BESIE RIEHESIE
HRBARX AN496,100,000 7T ° HEEE,
B EEE 2 WS (Bt Rk —HARER
REN# 67,0008 7T) RE HEEHAR BE
ZErEBEFED RIAA37,600,00087T K&
24,800,0007%7T * HEEIE RIELESE
WHEEERIE °

REEEEZEKE  AEBRFEEE
7,000,000 7T + K5 R A 2 B AREHARR
190.057 7T (A F %) $ik BEHAF AR (7 2
AR ER GHE RV BREME19)5 - B
R EEHAT (R - HEFBEEBER LR
IEAREESRT 2 RER ZEB (BIEREE
BEREXZHEBENZ®R - GHALE2#E
—FHE  NERARRR =TT -_FNA
+—BFEZEEK WK T —F1+A
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The turnover, other revenue and gains, expenses, profit REBE_TZE_F+_A=1+—HIEFE
from ordinary activities attributable to the discontinued BRIMRERGPEIE SRR - AR
operations for the year ended 31 December 2002 are as W - i - BEEREFAT
follows:

HK$'000

TFET

Turnover & %28 16,016
Other revenue and gains E WA K Yz 2,817
Purchases and changes in inventories of finished goods &5k 17 & 2 FRAE K &) (9,024)
Staff costs B TR (11,259)
Depreciation and amortisation #7%8 K 2 §5 (1,278)
Impairment losses J&{E &8 (3,143)
Other operating expenses E 48 & FH (6,766)
Gain on disposal/deemed disposal of discontinued operations
HE MIEHEBRKIREEB 2 s 37,142
Profit from operating activities 4&4 & 8h5 7l 24,505
Finance costs @& & (338)
Profit from ordinary activities B & 274 A 24,167
The net cash flows attributable to the discontinued HE_TZ_F+_A=+—HILFE B
operations for the year ended 31 December 2002 are as RIS R RIG 2 IR mEFEENT
follows:

HK$'000

FHT

Net cash outflow from operating activities 4% & /& IR & 7t /558 (18,833)
Net cash inflow from investing activities 1% & /& B R < i AF58 4,743
Net cash inflow from financing activities Bt & & EHIRE 7w A F58 19,797

Net cash inflow I8 &R A F28 5,707
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The professional fees were incurred in connection with a
conditional offer (the “Offer") by Anglo Chinese Corporate
Finance, Limited on behalf of Caduceus Medica Limited,
a company beneficiary owned by a then director of the
Company, for shares in the Company other than those
held by Caduceus Medica Limited as further detailed in a
response document of the Company dated 1 April 2003,
and other related activities. The Offer (as revised) lapsed
on 7 May 2003.

The expenses were incurred in connection with a
restructuring of the corporate head office of the Group
during the year, which included compensation for the
termination of the service agreements of certain senior
executives (including a director of the Company) of the
Group.

ZEBERGE AR EERERAR
X FR Caduceus Medica Limited (A2 7] & B
—EZEHEA 2 T)REEBIER
A AR%{7 (Caduceus Medica Limited$ A 2 J&
MBRIN 2 Bt ER (W=l G
BARNRRZZZ=FMA—ATEEE
) REAREEE A o ZIBUIEE R
EHERDR=TEE=FRAAAKR -

ZERXAFABERNEE RN ERME
£ BRRLEAEEETERITERAR (B
BARRR—EE) ZRG BRI 2

=
g o
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The Group's profit from operating activities is arrived at REE 2 K EEE R AR T 558
after charging:
2002
—ETF
HK$'000
THT

Cost of inventories sold/dispensary
supplies consumed and services provided

BEHEZHFE CREAZEYEE ZRAREIRE 2R 637,137
Depreciation #T& 21,737

Software licence rights: {4 & Al 4

Amortisation for the year* 4F Ay §* 274
Impairment arising during the year** 4 g 128 2 J (B ** 3,143
3,417

Amortisation of goodwill* 7 di* 491
Provision against properties for sale #F i & ¥ & ff 499
Provision for bad and doubtful debts FiZaE# & 1,157

Waiver of an amount due from a jointly-controlled entity
Rk — R REES B2 R =
Minimum lease payments under

operating leases in respect of land and buildings

REFBLIMET 22BN 2 REBAE MK 73,861

Staff costs (excluding directors’ remuneration (note 11)):
STIXA(TBRFESME FiEE11)) :

Salaries, wages, allowances and bonuses

e I8 EMRARN 273,203
Retirement benefits scheme contributions (defined contribution scheme)#
RNERGHEIE R GTE SR &) # 6,457
279,660
Auditors’ remuneration ¥ 28EH BN & 1,050
Foreign exchange losses, net JE i E518/5 58 60
Loss on disposal/write off of fixed assets
HE MEETEE IR 1,258

and after crediting: 3¢ 4¢&T A

Interest income | EHA 401
Net rental income & U A FEE 714
Dividend income from an unlisted

investment 2RE —IAIE ETHIRE Z R BIA 228
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*  The amortisation of software licence rights and goodwill * AR B E ST AR S RERT
are included in “Depreciation and amortisation” on the (Y R #dH | —8 -
face of the consolidated profit and loss account.

** The impairment of software licence rights is included in SR AERER T AGES BRERF DRE
“Impairment losses” on the face of the consolidated profit BE]—| -
and loss account.

# At 31 December 2003, the Group had no forfeited # RIZET=FF+-A=1+—H WL
contributions available to reduce contributions to its FRAT 7R S B R DR A B AR SR JE A AR R

retirement benefits scheme in future years (2002: Nil). SEEHR(CTTF : |) -

Group

£H5
2002
— e

79 —EE-F
HK$'000
AT

Interest on: ALEF :
Bank loans and overdrafts wholly repayable within five years

BRAFANEBRERZRITERREX 5218
Other loans wholly repayable within five

years ZBRA A G NER 2 A E R 113
Finance leases and hire purchase contracts g & & KRS 4 7

5,338
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Directors’ remuneration for the year, disclosed pursuant RIEEBME R ZMARAFES LR
to the Rules Governing the Listing of Securities on The (TEMRAD REBRAREBIE1616ET
Stock Exchange of Hong Kong Limited (the “Listing Rules") W AEEEEMEFBENAT :
and Section 161 of the Hong Kong Companies Ordinance
is as follows:
Group
£8
2002
TR
HK$'000
FHTT
Fees #1& 706
Other emoluments: E E<
Salaries, allowances and benefits in kind #r< - 285 & E & F 7,225
Compensation for loss of office™ BBk E* -
Retirement benefits scheme contributions Rk 5T &I 51 36
7261
7,967
Fees include HK$902,000 (2002: HK$706,000) paid to WEBEENARBBIIFENTESZ
the independent non-executive directors of the Company. 902,000/ L (ZEZF =4 : 706,000/
There were no other emoluments paid or payable to the JL) o REFR - WEHMBE BN TEY
independent non-executive directors during the year IRTEE S (CEE—F | -
(2002: Nil).
The number of directors whose remuneration fell within e F oS8Rz ER AR :

the following bands is as follows:

Number of directors

EEAHY
2002
—TEF
Nil = HK$1,000,000 4% — 1,000,000 7T 8
HK$1,000,001 — HK$1,500,000 1,000,001t — 1,500,000/ 7T =
HK$1,500,001 — HK$2,000,000 1,500,001/ 7t — 2,000,000/ 7T 1
HK$2,000,001 — HK$2,500,000 2,000,001/t — 2,500,000/ 7 1
HK$3,000,001 — HK$3,500,000  3,000,001#%7C — 3,500,000/ 7T 1
HK$5,500,001 — HK$6,000,000 * 5,500,001 C — 6,000,000/ 7T =
* This included compensation for loss of office of HK$4,648,000
(2002: Nil) paid to the director during the year.
* EREFAN TR ESEABEREE ZFIR4,648,000/8 7T
(ZZ2Z=F:\) -
11
*  The compensation for the termination of the service * R E—REE 2 RSt 2 #i(E474,600,000
agreement of a director of approximately HK$4.6 million BT (CEE_F : 8 Bt AGSBRERIA

(2002: Nil) is included in “Corporate restructuring AEHEMAE]—E -
expenses” on the face of the consolidated profit and

loss account.
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There was no arrangement under which a director waived
or agreed to waive any remuneration during the year
(2002: Nil).

During the year, no share option (2002: 5,500,000 share
options) was granted to the directors in respect of their
services to the Group. No value in respect of the share
options granted during the prior year was charged to the
profit and loss account, or was otherwise included in the
above directors’ remuneration disclosures.

The five highest paid employees during the year included
one (2002: one) director, details of whose remuneration
are set out in note 11 above. Details of the remuneration
of the remaining four (2002: four) non-director, highest
paid employees for the year are as follows:

Salaries, allowances and benefits in kind
e R REWRER

Retirement benefits scheme contributions
RIREETEIHR

The number of non-director, highest paid employees
whose remuneration fell within the following bands is as

F R A H B R DR SR B R R (]
ez (CEB-F : J) o

FA - WEREERAEERERBSTRE
ERMERE(CTZZF : 5500000108
M) - AFEATR L ERRE 2 BEMER
BEENR A L ES 2 e HE -

FRAfUREHFEERE L (ZFFT =
£ —D)EER EMSHEHN EXHE
11 o HPUAr (ZTT=4F « UL KimHiE
BCOFER)AFEZHMEMT ¢

Group
£E
2002
—ETF
HK$'000
THET

19,066

FABFEZFZERHEEZMENT

follows:
Number of employees
BEAZ

2002
“TEF
HK$3,500,001 — HK$4,000,000 3,500,001%7T — 4,000,000 7T 1
HK$4,000,001 — HK$4,500,000 4,000,001/ 7t — 4,500,000/ 70 =
HK$4,500,001 — HK$5,000,000 4,500,001/ 7T — 5,000,000/ 7T 2
HK$5,500,001 — HK$6,000,000 5,500,0017% 7T — 6,000,000 7T 1

HK$7,500,001 — HK$8,000,000 7,500,001 7T — 8,000,000/ 7T -
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During the year, no share option was granted to the non-
director, highest paid employees. During the prior year,
1,500,000 share options were granted to the four non-
director, highest paid employees in respect of their services
to the Group, further details of which are included in the
disclosures in note 29 to the financial statements. No
value in respect of the share options granted during the
prior year was charged to the profit and loss account, or
was otherwise included in the above non-director, highest
paid employees' remuneration disclosures.

Hong Kong profits tax has been provided at the rate of
17.5% (2002: 16.0%) on the estimated assessable profits
arising in Hong Kong during the year. The increased Hong
Kong profits tax rate became effective from the year of
assessment 2003/2004, and so is applicable to the
assessable profits arising in Hong Kong for the whole of
the year ended 31 December 2003.

Group: A& H :
Current — Hong Kong A8 — &%
Charge for the year NFERIEL H
Underprovision in prior years & F# &2
Deferred (note 27) #EERIE (F15E27)

Total tax charge for the year A& E B H 4858

FRWERIFEET = FE S B LB -
FEE  pNEFEESESFHIESRAEE
Rtz RIS R EFHE L 1,500,000 AR
B E— DR ERN T B RS20 - £
JE P i B AR 2 (BB B 18 s BRI R =k
STALMEERERTHEE ZMERE -

EENEHDIRENRE BB ETERR
SEAA17.5% (ZFZT=4F : 16.0%) HF =R
Bl - Bz BBNEHEG=TT= =
TTPRRERRAEN - JLEAREE=
=G+ A=-+—HIFEE2FRAE
B2 FERBURF o

2002
—Tm—

— == —

HK$'000
THET

3,300

2,300

5,600
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A reconciliation of the tax expense applicable to profit
before tax using the Hong Kong statutory tax rate to the
tax expense at the effective tax rate, and a reconciliation
of the applicable rate (i.e., the statutory tax rate) to the
effective tax rate, are as follows:

Profit before tax &7 il A

Tax at the statutory tax rate #&AE R K5 H 2 Hi18

Effect on opening deferred tax of increase in statutory tax rate
SEERRIE NS YIRIE N IR 2 &

Adjustments in respect of current tax of prior years
MAFEE PMRIAEL 2 8%

Income not subject to tax T7ELFL < WA

Expenses not deductible for tax A R A H 2 3

Effect of unused tax losses for the year not recognised
AERZNEEARPAREBR 2 ZE

Tax losses utilised from previous periods
VAfE HAfRI B A 2 TR IR RS 1R

Tax charge at the Group's effective rate
BAREAYHEAE 2 HIAS

At the balance sheet date, the Hong Kong Inland Revenue
Department (the “IRD") had tax disputes with certain
medical practices in which the Group has business interest
related to prior years and issued notices of additional
assessments to the medical practices. The Group is in the
process of finalising this matter with the IRD. Based on
the current estimation in respect of the additional tax
demanded by the IRD, a provision of HK$6,298,000
(2002: Nil) is included in the current tax charge for the
year. The directors consider that there is no material
unprovided profits tax in this regard.

BEAPMREAEEN R E 2 BB A& 2
RIS BRI R G E o BIE 2 7
B BRI R BEER %) AR 2
B

Group
%2
2002
—TTF
HK$'000 %
THET
44,610
7138 16.0
(6,043) (13.5)
3,258 73
1,598 3.6
(351) (0.8)
5,600 12.6

REEB - BETBRE (FiBR]) BAREE
BEBMNRARzE TEREREEREY
B - WA B T DR INT A A -
RNEERIFEFE BRI E o BIBETBITS
B E KM 2 fl TR IBVEH 2 AN B FR TE
5T+ B#6,298,0008TC (ZTT=F : £)
2B ANFE 2 AR H - it
EERBWEERARBEEZFEH -
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The net profit from ordinary activities attributable to
shareholders for the year ended 31 December 2003 dealt
with in the financial statements of the Company, was a
net loss of HK$3 1,820,000 (2002: HK$7,980,000).

HE-ZT=FF+-_A=1+—HIEFEHA
NARZ R E Nt E 2 RR G B B3
TEHEF A5 E1831,820,0008 7T (ZTE =
£ : 7,980,000/7T) °

2002
—EE—&
HK$'000
FHTT
Proposed final —
HK2.25 cents (2002: HK5.0 cents as restated*) per ordinary share
BEEAHRES - SRLEBR2. 2581 (ZTT =F : 5.0/8(L (FEF%) 10,817

*  As adjusted to reflect the consolidation of shares during
the year (note 28(ii)(b)).

The proposed final dividend for the year is subject to the
approval of the Company's shareholders at the
forthcoming annual general meeting.

The calculation of basic earnings per share is based on
the net profit attributable to shareholders for the year of
HK$24,439,000 (2002: HK$54,144,000), and the
weighted average of 216,375,934 (2002: 216,367,901
as restated) ordinary shares in issue during the year, as
adjusted to reflect the consolidation of shares during the
year (note 28(ii)(b)).

The calculation of diluted earnings per share for the year is
based on the net profit attributable to shareholders for the
year of HK$24,439,000 (2002: HK$54,144,000). The
weighted average number of ordinary shares used in the
calculation is the 216,375,934 (2002: 216,367,901 as
restated) ordinary shares in issue during the year, as used
in the basic earings per share calculation and the weighted
average of 346,403 (2002: 110,464 as restated) ordinary
shares assumed to have been issued at no consideration
on the deemed exercise of all outstanding share options
during the year, as adjusted to reflect the consolidation of
shares during the year (note 28(ii)(b)).

* O OKRAEBEARMEANZRMDE G (M=
28(i)(b)) °

AEEEZARARSBHERRRBRNER
REAFAE LRETAIEE

BRREREF TR R F A AR R B 4G 4 R
24,439,000/ 7T (ZZZ 4 : 54,144,000
BT - ARERE BT R NINE T2
216,375,934 (ZZTZ % : 216,367,901
i& (B%))) 58 - KHABARMRERN 2 RH
& 0f (FTE28(i) (b)) °

NEEFREERT TR EARNF E R E
f545FI24,439, ooo/%rc (ZEZ=F -
54,144,000/ 7T) 5 RETER PR 2
o Lﬁxm&*ﬂ?iﬁ%zma .#”*HXEZKEJ%IJ@%
Az FAE B TEEAR216,375,934/% (=
TE 4 2163679018 (EF)) » UARRR
BATEF AT MR TERBRERERTR
F%’éﬁz 3RS A 19 £1346,403% (= F
ZHF 1 1104648% (7)) « TR
EWZJ&PA@% (MtzE28(ii) (b)) °
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Group £

Cost: P ANE
At beginning of year 4]
Additions R E
Disposals/write off & 44

At 31 December 2003
—TE=F+=-A=+—H
Accumulated depreciation: &t
At beginning of year £F4]]
Provided during the year
RERNEFEL B
Disposals/write off & 45

At 31 December 2003
—ET=4t_A=1—H
Net book value: BREFE :
At 31 December 2003
—EE=F+-_A=+—H
At 31 December 2002
—EE-F+-A=+—H

Furniture,

fixtures

Leasehold and office

improve- equipment
ments & #E  Medical
HE RKPAZ equipment
I ESAS R BERE
HK$'000 HK$'000  HK$'000
TAT FAET FAT

Computer
equipment
and
software Motor
EHERE  vehicles Total

Rt BH st
HK$'000 HK$000 HK$'000
TET TET TEx

69,156 18328 17805 11270 495 117,054
6,138 1,443 566 708 - 8855
(3,207) (532) (214) (256) (453)  (4,662)
72,087 19239 18157 11722 42 121247
38570 10370 8,033 6,604 430 64,007
12,166 3318 3400 2233 31 21,148

(2818)  (450)  (203)

(233)  (453)  (4,157)

47918 13,238 11,230 8,604 8 80998
24,169 6,001 6,927 3,118 34 40,249
30,586 7958 9,772 4,666 65 53,047
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Unlisted equity investments, at cost 3F ETFEHIRE - K ANME

Loan to an investee company E F AT & A &l 508

The loan to an investee company is unsecured, interest-
free and has no fixed terms of repayment.

On 8 August 2002, Quality HealthCare Investment Limited
("QHI"), a wholly-owned subsidiary of the Company,
entered into a conditional note subscription agreement
(the “Note Subscription Agreement”) with EHA, pursuant
to which, QHI agreed to subscribe for a convertible note
(the “Convertible Note") with a face value of HK$7 million
carrying the right of conversion into new shares of EHA at
HK$0.05 per share (subject to adjustment). The Note
Subscription Agreement was completed on 4 October
2002.

The Convertible Note is non-transferable, unsecured, bears
interest at the Hong Kong dollar prime lending rate plus
3% per annum and will mature on the second anniversary
from its date of issue. The Convertible Note is convertible
wholly or partially into new EHA shares on any business
day following 12 months after the date of issue and the
maturity date.

Group
£HE
2002
T F
HK$'000
THET

78
522

600

BT AE A RFIATEER - 28 REE
TR -

—TZ_F)N\ANB  ARARZE2EMEA
A]Quality HealthCare Investment Limited
([QHII) BAEHART 2 — BB R R IERE 7
= ((RERERZ]) - &t - QHRERE
[E{E7,000,000% 7T * M #H ATz &A%
0.05/8 70 2 fB#8 (A] T %) B BEHARAX
2 FHARRERR ([FHRRRRIR]) - ZIARE
REBEN_TT_F+AMABTAK

B REE I AEE - BER  REIR
BENEIIEFEFE - LSRN ETH
TSR B FRIE - ARSI N ST
BHEN 2R RAZEAER AR A 2E
AR DB BEHARTAX D ©
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The amount of goodwill capitalised as an asset in the
consolidated balance sheet, arising from the acquisition
of an elderly care home, is as follows:

Group &~&H

Goodwill
Gk
HK$'000
FHIT
Cost: A7 :
At beginning of year and at 31 December 2003 FHIRN=—ZTZT=F+=-A=+—H 10,192
Accumulated amortisation: 25T#5H
At beginning of year 4] 1,307
Amortisation provided during the year 74 R 2 254 491
At 31 December 2003 R=ZEZ=F+_H=+—H 1,798
Net book value: BREFE
At 31 December 2003 R=—ZEE=F+=-H=+—H 8,394
At 31 December 2002 R=—ZEZ-_F+_HA=+—H 8,885

As detailed in note 3 to the financial statements, on the
adoption of SSAP 30 in 2001, the Group applied the
transitional provision of SSAP 30 that permitted goodwiill
in respect of acquisitions which occurred prior to the
adoption of the SSAP, to remain eliminated against
consolidated reserves. Accordingly, the goodwill arising
from acquisitions, which occurred prior to 1 January 2001
and which have been debited to a goodwill reserve is not
restated in the financial statements.

RUEE —HEERREL YRGS EE
BEXRAES-—BREEZEHEBNT

AT E ML - KT T —FR
WA ESERIEI0%0N - ARERRAE
AHEBEAEION EEMRTE - RIEX AT
KRz E st BIERIRIATETT 2 WG RE
ZEBERNREREEYE - Bt R=F
T—F— A HMBERCRMBRETLTA
BEREBIWERBLANMBRRENZ
5l) e
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The amount of goodwill reserve as at 31 December 2003, REEE=F+"_H=+—H RTT—
arising from the acquisition of subsidiaries, businesses and FRMNS T EBEREIRATNENE A
elderly care homes, prior to the adoption of SSAP 30 in Al » ER N EEGTE S 2 B RFENT

2001, is as follows:

Group =& H

Goodwill
reserve
BERE
HK$'000
THETT
Cost: 7 :
At beginning of year and at 31 December 2003 FHER =TT =F+=-_F=+—H 547,191
Accumulated impairment: 25HEE :
At beginning of year and at 31 December 2003
FONER_FE=F+_H=1+—H 547,191
Net amount: JF%8 :
At 31 December 2003 R=ZZE=F+=-A=+—H -
At 31 December 2002 R=ZZ_F+-_A=+—H -
Company
AFE
2002
e St S
HK$'000
THETT
Unlisted shares, at cost 3E TS » A AME 35,443
Due from subsidiaries fEUHfi B A 77 E 1,157,608
Due to subsidiaries f&{<f &8 A RIFRIA (207,667)
985,384
Provision for impairment Ja{E & & (349,342)
636,042
The balances with the subsidiaries are unsecured, interest- W e U —FSIBfY /B8 A &17,000,00058 70 (Z 2 Z
free, except for an amount due from a subsidiary of — % : 7,000,00057T) /E?ﬁ,%jtf{ BB
HK$7,000,000 (2002: HK$7,000,000), which bears FRINZEE S BN - HBA T &R
interest at the Hong Kong dollar prime lending rate plus AL gg,%&ﬁ.mgﬁ g

3% per annum, and have no fixed terms of repayment.

81



82

31 December 2003
—ZTT=F+-A=+—8

Particulars of the principal subsidiaries are as follows:

Place of

incorporation/

operations

Name AR
AR T

Medical Services &R

Berkshire Group Limited British Virgin Islands/
Hong Kong

RBRAER/EE

Marvellous Way Limited Hong Kong
BB

Quality HealthCare Medical Hong Kong

Centre Limited b
SREBERTLERARA

Quality HealthCare Medical Hong Kong
Senvices Limited BE

EREERBERAH

Quality HealthCare Hong Kong
Professional Services Limited 0

Allied Medical Practices Hong Kong

Guild Limited e
THREHeERAA

Nominal value
of issued
ordinary

share capital
BB

ZER
RAEE

US$1
Ev

HK$10
1087

HK$1,300
1,300 7T

HK$2
287

HK$2
2B

HK$2
2B

TEMBRBIZFBOT

Percentage

of equity
attributable to
the Company
ARH
EiaRA
BHEADML

2002
—ET &

e _

100

100

Principal
activities

EX £

Provision of
professional
services to
medical practices
B
BER®

Operation of Chinese
Medicine clinics

BERBREDM

Medical facilities and
services provider
BERIER
PRI H FER

Provision of contract
healthcare services
RERDIRERE

Provision of
professional services

REERRS

Provision of contract
healthcare services
RERORERS



31 December 2003
—ZTZ=F+=-A=1+—H

Particulars of the principal subsidiaries are as follows TE2MBARZFIHOT (1) :
(continued):
Nominal value Percentage
of issued of equity
Place of ordinary attributable to
incorporation/ share capital the Company
operations BT LN Principal
Name AL LER FEfL R A activities
DAL T RAEE BRADML TEXK
2002
“ZT-F

Nursing, Physiotherapy and
Dental Services #32 + 12 RRR T AR

Quality HealthCare Dental Hong Kong HK$1,000 100 Provision of
Services Limited o 1,000/70 dental services
SRTHNRBER AR REETRIRRS
Quality HealthCare Nursing Hong Kong HK$10,000 100 Provision of
Services Limited BB 10,0005t nursing services
SRERRBER AR REERRS
Quality HealthCare Physiotherapy Hong Kong HK$1,000 100 Provision of
Services Limited BB 1,000/7T physiotherapy services

SRMDAERBERAR BRI RRRG
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Particulars of the principal subsidiaries are as follows

(continued):
Nominal value
of issued
Place of ordinary
incorporation/ share capital
operations BET
Name B AYe EER
AEEH T RAEE
Elderly Care Services # R
Conifer Elderly Services Hong Kong HK$1,000
Limited EHAEEEBRAR &g 1,000%7T
QHES Limited British Virgin Islands/ US$1
Hong Kong 17T
KERTER/
BE
Quality HealthCare Man Kee Hong Kong HK$1,000
Elderly Limited BE 1,000#7T
ERERERAERAH
Corporate and Other %K Hth
Quality HealthCare British Virgin US$1
Investment Limited Islands 157
RERUES
Sino Success (HK) Limited Hong Kong HK$2
BE 28T

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

The above table lists the subsidiaries of the Company

which, in the opinion of the directors, principally affected

the results for the year or formed a substantial portion of

the net assets of the Group. To give details of other

subsidiaries would, in the opinion of the directors, result

in particulars of excessive length.

TEMBRARZFHBWT & :

Percentage
of equity
attributable to
the Company

AAH Principal

FEAE RS activities

BRADM TERK
2002
Sk

100 Provision of

elderly care services

R REEIE R

100 Provision of

elderly care services

R REER RS

100 Provision of

elderly care services

R REEIE R

100 Investment

holding

REZR

100 Provision of

corporate services
REEERS

BERELBEBRARIN - B _ LS
NEGHARRIFEERA °

ERFPIZARBMBAR  REEZE
R NDEBEFERNFE 7 EESERAEE
FEEZERED - EFRRIIEHEMNE
RAIZHBEEHRBENIE
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Share of net liabilities fE{5E A &

Due from a jointly-controlled entity — &3k RI# HI 1 2 2 R 3k

The amount due from the jointly-controlled entity was

unsecured, interest-free and was waived by the Group

during the year.

Particulars of the jointly-controlled entity are as follows:

Business

Name structure
£ ET Y
Women's Health Centres Corporate
International Limited NGl

Place of
incorporation

Group

£

2002
TR F
HK$'000
FHBT

(1,471)
1,471

—RARESIEEZ RFSEER - TEHH
B WRFREREERE -

R R ST -

and operations Ownership

AE AR 3L K

interest

REWY FEERED

Hong Kong
e

The above jointly-controlled entity is indirectly held by the

Company.

Dispensary supplies At ZE{ & &
Consumables JE#m

50

Percentage of
Bat
\Voting Profit
power sharing
RE®E BNED

50 50

Principal
activity
TEEHK

Inactive
NEREE

LR HARESEREHARRREISE -

Group
£
2002
—ZEF
HK$'000
TR
7,035
583

7618
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The Group allows an average general credit period of 30
to 90 days to its business-related customers, except for
certain well established or major customers, where the
terms are extended beyond 90 days. The Group seeks to
maintain strict control over its outstanding receivables and
overdue balances are reviewed regularly by senior
management.

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

86

Current — 90 days BMH#iZ90H
91 — 180 days 91 H & 180H

Bank loans and overdrafts: $R1TEKMFEY ¢
Unsecured 3
Secured &

AEERREBAB 2 TPRHZEERT
HAI0AEIR ATRAREERFZ
EEHA0B ML - AEEBUIEIEIESIR
Wz FEUBRTE - T AR E IR B Al E AR T B

HARRAK o

AEBRER A2 RUIRIAZ B8R (BB R
BHEtE - W HIRRER) RO T

Portion repayable within one year or on demand
classified as current liabilities —4 A& i 8 flE 25K
BEZENINERSBE

Non-current portion JERE)ER D

Group
£HE
2002
e
HK$'000
THT
77291
74
77,365
Group Company
£E AL
2002 2002
—TT_F —TT
HK$'000 HK$'000
THT THET
67,101 34,686
67,101 34,686
(52,347) (34,686)
14,754 =
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The maturity terms of the above amounts are as follows: FREERZ Em T
Group Company
e ] YN
2002 2002
St S BT _F
HK$'000 HK$'000
FHET FHET
Repayable: R T3 HAf (EE -

Within one year or on demand —4F A3k & 23k 52,347 34,686
In the second year & =4 14,754 -
67,101 34,686

The Group's designated receivables and rights under certain
medical services contracts at 31 December 2002 were
pledged to banks for certain loans and overdrafts under
banking facilities granted to the Group. During the year, the
relevant loans under the banking facilities were repaid and
the pledge of the designated receivables and rights under
certain medical services was no longer required.

An aged analysis of the accounts payable included in
accounts payable, other payables, accruals and deposits
received as at the balance sheet date, based on invoice
date, is as follows:

Accounts payable: FE{ARIE :
Current — 90 days EN#i—90H
91 — 180 days 91— 180H
181 — 360 days 181—360H
Over 360 days 360H A £

Other payables, accruals and deposits received
HEMNFOE - Eat A REWES

AEER_FT_F+_A=+—HARNET
BERGA WA 2 EERUKIRRENE
ERTRIT  NWESAKERTERET2ZE
TERRES - FA - |/RITEETZEHE
RELER - FikEBARE TBERS
BRIET ¥ E R YUTRIR S A A -

AEARBEREASENGE A RMRIEA -
HEMENFUR - [ERTFUARE YIRS 2 BT
BRIA - HERERDOMTAAT -

Group
£HE
2002
T CF
HK$'000
THET

18,465
32

73

18,570

71,334

89,904
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The movement in deferred tax liabilities during the year is FRZELERIAGEZHMNT :
as follows:
Group £5

Accelerated
tax depreciation

DR IE T
2002
k2 Sk S
HK$'000
FHT
At 1 January ®—H—H 196
Deferred tax charged/(credited) to the profit and loss account
during the year, including a charge of HK$234,000 (2002: Nil)
due to the effect of an increase
in Hong Kong profits tax rate (note 13)
FARMEREINR, GRA) ZEEHE - BEEATENEHREEMs
FTEMEH 223400087 (Z 2T 4 : 8)BiAXH (H313) 2,300
At 31 December *+=A=+—H 2,496
The Group has tax losses arising in Hong Kong of REBNEBESE 2 BT E18 580,734,000
HK$80,734,000 (2002: HK$113,326,000) that are BIL(ZEZ 4 1 113,326,000/7T) * A
available indefinitely for offsetting against future taxable fER AR AR S E £ 2 BB 2 ARl Z R 2R
profits of the companies in which the losses arose. JERTDEA ° R EEIRTINERER —
Deferred tax assets have not been recognised in respect RS 2 B ARIELE - MU R EER
of these losses as they have arisen in subsidiaries that RIENIAEEE ©
have been loss-making for some time.
There are no income tax consequences attaching to the AR BRI AN 2 A B #& Y A (EART AT 7S

payment of dividends by the Company to its shareholders. TR o
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2002
—ET
HK$'000
T
Authorised: J&7E
3,000,000,000 (2002: 3,000,000,000) ordinary shares of
HK$0.10 each 3,000,000,0008% (ZZZ =4 : 3,000,000,000/%)
HRREEC.108 T2 BB 300,000
Issued and fully paid: EE&1TREE :
216,621,884 (2002: 2,163,428,848) ordinary shares of
HK$0.10 each 216,621,884% (ZZZ — 4 : 2,163,428,848/%)
SIRAEC. 108 2 EiB% 216,343
During the year, the movements in share capital were as FAN - RAZBAT
follows:
(i) The subscription rights attaching to 2,790,000 share () BIEER2,790,000 0% FE A% AE 2 SRBEHEE,

options were exercised at the subscription price of
HK$0.15 per share (note 29), resulting in the issue
of 2,790,000 ordinary shares of the Company of
HK$0.10 each for a total cash consideration, before
expenses, of approximately HK$418,000.

(if) Pursuant to certain special resolutions passed at a (i)
special general meeting of the Company held on 29
December 2003 and board resolutions passed on
the same date, a capital reorganisation (the “Capital
Reorganisation”) was implemented on 30 December
2003 involving, inter alia, the following:

(a) a reduction of the nominal value of each issued
ordinary share of the Company from HK$0.10
to HK$0.01 each by the cancellation of HK$0.09
of the paid-up capital for each issued share (the
“Capital Reduction”), and a transfer of the credit
arising from the Capital Reduction of
approximately HK$194,960,000 to set off against
the accumulated losses of the Company;

REBEAR0.158 7T 2 REEITE (3
29) » EEEEITAN F]2,790,0000% A%
E{E0.10/8 2 Eilik - WESHERE
RAB (FOBRFASZ A £9418,0008 7T ©

BIER T =F+_A_t+hBHE7
ZARRRREFRIASRBE TR
HRERENR BRI ESERER
REZE=F+-A=+HETER
RNEHR - HP Rk (HPBE) T5IEE :

(a) FETHBREBTRG ZEHBRA
0.09B T AR R GRE EITE @
A% 2 EE .10/ TTHIRZE0.0178
TC ([RRZRERL) - S ASARASEIR AT
EEHE 7 #EBR#194,960,00078 T
RIS AN A Bl 2 RETEE ¢

89



90

31 December 2003
—ZTT=F+-A=+—8

(i)

(b) a share consolidation of every ten reduced shares
of HK$0.01 each as set out in (a) above into
one consolidated share of HK$0.10 each (the
“Share Consolidation”); and

(c) the cancellation of the entire amount standing
to the credit of the share premium account of
the Company as at 30 June 2003 and a transfer
of the credit arising therefrom to set off against
the accumulated losses of the Company of
HK$293,094,000 (the “Share Premium
Reduction”).

Further details of the Capital Reorganisation are also
set out in a circular of the Company dated 5
December 2003.

During the year ended 31 December 2002, in January
2002, the Company repurchased 5,090,000 of its
own shares through The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) with purchase
price per share ranged from HK$0.230 to HK$0.198.
The repurchased shares were duly cancelled and the
issued share capital of the Company was reduced by
the par value thereof. The premium paid for the
repurchase of the shares, including expenses, of
HK$654,000 was charged against the share premium
account.

(iil)

(b) ETERMEG - FLEX ()Pt z
BREECOVETTMESAIRMNE
TRAEH A —EREE0.10ETT
Zapthln ((RmHE6]) « &

© HHER=TZ=F,A=tHtA
NARRMDRENRC BEEFIEA - W
1% FITE A 2 #E AR #9293,094,00078
TLRIER AR B 25TEE ([ARH
wERR) °

BRARASERE—SHBIHENAA
AR ZEE=F+_AFAHTIEZAE

REEZZT_F+_A=1+—HILF
BA ARRR_EZE_F—AFEBE
BHARSETARAR ([BRAT])
AT ZR%75,090,0008% - B E]
BN T0.230/8L20.1988 T ° BB
ZIRMBEIERFH - MARRZBEET
AR RRZER D 2 EE - BEAR?
ZBEE (BiExX ) /R654,000%
7T+ BRBRDR BRI ©
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A summary of the transactions during the year with RRRRFANEETIRAZENF 2 X FHH
reference to the above movements in the Company’s ey
issued share capital is as follows:

Share

Number of  Issued premium

Ordinary shares Notes sharesinissue  capital account
EER Bsr g#7 BT Rta Total

BHHE B Bk A%
HK$'000 HK$'000 HK$'000
TAT TAT TER

At 1 January 2002 R=ZZ=F—H—H 2,168,518,848 216,852 293,748 510,600
Repurchase of shares i8] % 7 (iii) (5,090,000) (509) (635) (1,144)
Share repurchase expenses {7 E&[E 7 (i) - - (19) (19)
At 31 December 2002 and R—ZTZ—F+-A=+—HF

1 January 2003 —ZEE=F—HF—H 2,163,428,848 216,343 293,094 509,437
Share options exercised & 17 & f& i 0) 2,790,000 279 139 418
Capital Reduction BZZNAI35 (ih @) ~ (194,960) — (194,960)
Share Consolidation f%{n& 6 (i)(b) (1,949,596,964) - - -
Share Premium Reduction A7 5% B Bl (iH© - — (293,094) (293,094)
At 31 December 2003 R=FE=F+_-F=+—H 216,621,884 21,662 139 21,801
Details of the Company's share option scheme and share R R BT B M AR iy 22BNt &) - LA
incentive plan and the share options issued under the RIBA M5 81317 2 BB AR = R R iR 5 P
scheme/plan are included in note 29 to the financial 5529 o

statements.
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Pursuant to an ordinary resolution passed on 29 December
2003, a bonus issue of warrants was made in the proportion
of one warrant for every five ordinary shares (after the Share
Consolidation) held by members on the register of
members on 29 December 2003, resulting in 43,324,376
warrants being issued on 12 January 2004. Each warrant
entitles the holder thereof to subscribe for one ordinary
share of the Company of HK$0.10 at a subscription price
of HK$2.50 per share, payable in cash and subject to
adjustment, from 14 January 2004 to 13 January 2007.

The Company operates a share option scheme (the “Old
Scheme”) and a share incentive plan (the “Plan”), which
entitle the holders of share options granted under the
Old Scheme and the Plan to subscribe for ordinary shares
of the Company at any time during their exercisable
periods. Share options do not confer rights on the holders
to dividends or to vote at shareholders’ meetings.

The Company operates the Old Scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group's operations. Eligible participants of the Old
Scheme include full-time employees and executive
directors of the Group. The Old Scheme was approved
by the Company on 5 July 1993 and, unless
otherwise cancelled or amended, will remain in force
for 10 years from that date. The Old Scheme became
effective upon the listing of the Company’s shares
on the Stock Exchange on 27 July 1993.

The offer of a grant of share options may be accepted
within 28 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, and
in any event such period of time may not exceed a
period of three years commencing on the expiry of
six months after the date of the acceptance of the
share options and expiring on the last day of the three-
year period or 5 July 2003, whichever is earlier.

BENR-—_ZE=F+—"A-t+thBRBzE
BRER  BR_ZZ=F+-_A=1hH
23R RRERHERRERR (&
Bk R 1) AT B — (D AL FIRRR MRS - EE
R =TT PE— A+ = BHE1743,324,37617
RHRIERE - 58 AEFRE — D RIRRERE AR
RREFAR2.508 T (BURS XM RAF
ARN_ZTWNF—A+HEE=TZTt
F—A+=HHMEREA AT —REME0.10
BT L IBAR o

ARRRE BB ([EtE)) Rk
0 22EET 8l ([22mAT2l)) - T HRAREE
&I & 2Rt I FTR TR 2 A TR -
PR AU 2 77 (8 HA R A BE RS SR BB AN 2 B R

RARE LIREZHER -

ARRRLZEE - BNAHAKHE
EBRNELEBZ 8 BR2EERHK
BRI RIRE - BEFtEIZAER2HEER
REAKEZ2BEERNITES - Bt
EEN—NN=FtARREE - M
BRIFBREEEIERT - R RIS B %A
AT FRER - BEFtEIER =
FEAZTEREARRRRNOEBRZT
EWRRAER -

R T 2 RERRER R4 B HIERT
28 RAER - AR AR NZ S
PR AT BT Z RBARE -
PIRHEEBREZTERTHESE
E - EREAER T NS ERBRNZE
R BIRAE AR =FH T =
FEARR UREERE) o



31 December 2003
—ZTT=F+-A=+—8

The exercise price of the share options is determinable
by the directors, but may not be less than the higher
of (i) 80% of the average Stock Exchange closing
price of the Company's ordinary shares for the five
trading days immediately preceding the date of the
offer of the share options; and (ii) the nominal value
of the Company's ordinary shares.

On 5 July 2003, the Old Scheme expired and all of
the outstanding unexercised options ceased to be
exercisable and were lapsed.

The movements of the share options under the Old
Scheme during the year are as follows:

Number of share options
i
Cancelled/
At [apsed At31
January during December
Name or 2003 the year 2003
category of participant R=22=F RER R=22=F
REASELEH -A-A e/ ER t=A=t-A
Directors E%
Brian Damian O'Connor 8,000,000 (8,000,000) -
Wong Tai Chun, Mark £48 750,000 (750,000) -
750000 (750000) -
1500000 (1,500000) -
1,500,000 (1,500,000) =
4,500,000 (4,500,000) =
Wong ChiKi Nelsore# 444 6000000 (6000000 -
18,500,000 (18,500,000) =
Other employees £AES
In aggregate A5 2440000 (2,440,000 -

)
9048000 (9048000)
1200000 (1,200000)
800000 (800,000)
2250000 (2250000)

15,738,000 (15,738,000)

34238000 (34,238,000)

MBIRIEZ ITEEN HEFET @ ENMT
BERTIIMIEz RmE () EEZELNH S
AT A AR 5 B L imim iR Bz FHE U
MEZ80% : R(i)AARLERZE
(R

R-TE=FLARE - EHEERE
W - AR BTHE MR D
AT K -

FA - EFSIZBBEZENT

Exercise

price of

Date share

of grant Exercise period of ~ options
of share share options HKS

options* (both dates inclusive) R

REBEE BRETES TEER
A& (BEERMEA) &R
08-11-99 1505000 140503 0640
210200 W00 0040705 1450
210200 U000 040703 1450
10:06-00 1406010040703 1.150
10:06-00 14060210 040703 1150
03-08-00 070201 0040703 1025
01119 02050010 100503 0595
16:02-00 1602010040703 1450
210200 40010 040703 1450
247140 1802010040703 0990

250800 25-08-01 to 04-07-03 1.160
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*  The vesting period of the share options is from the
date of the acceptance until the commencement
of the exercise period.

#  Dr. Wong Chi Kit, Nelson resigned as a director of
the Company on 22 April 2003 and his share
options under the Old Scheme were lapsed on 5
July 2003 upon the expiry of the Old Scheme.

The information presented above does not reflect
the effect of the Share Consolidation, as all the share
options under the Old Scheme were cancelled/lapsed
prior to the effective date of the Share Consolidation.

From 1 September 2001, the Stock Exchange has
amended Chapter 17 “Share Option Schemes” of
the Listing Rules. In response to the amendments,
the Company terminated the Old Scheme and then
adopted a new share incentive plan on 7 June 2002.

The Company adopted the Plan to replace the Old
Scheme for the purpose of providing incentives to
attract and retain employees of the Group, as well as
other eligible persons, who have or can make
contributions to the business development of the
Group. Eligible participants of the Plan include
employees, executive and non-executive directors
(including independent non-executive directors),
officers, advisers, consultants or such other persons
from time to time as determined by the board of
directors. The Plan was approved and adopted on 7
June 2002 (the "Adoption Date") and, unless
otherwise cancelled or amended, will remain in force
for 10 years from that date.

* BREZRERAREMERETRS
FRALE -

# BEABER_ZZ=FNA_+—H
BHEAARIES - HEESIT 2BK
BEN_ZZ=Ft AR R EEHR
JE B R

BRNERE T2 EBRER NI &
PR BB ATES, AR - Btk EX
22 ERLERRIAD EFFZFE o

m-TT—FNA— B - BRAIEE]
ERRIE 72 (AR EL - ArEs
BIHEHT - AARKILEAH BYR—FT
—FAALARM ARG

gl -

ARARD RN EZR) B AR ER S -
REF s ERAAEERRRREES
SEM B AT HARE R ERIFN
BERZABRAL - BEFEZAER
SHEERRERER MITERRIFNITE
= (BREEUIFNTES) BRAR -
B EXEEAEFETRIRTE ZE
B AL - BEFEIR BT _FXA+
B (TER# B ) THUE IR - RERIE
AITREHIERT - BRI EZBETF
NEK °
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The total number of shares in respect of which options
may be granted under the 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 shareholders. The
maximum entitlement of each eligible participant under
the Plan of the Group in any 12-month period up to
the date of grant must not exceed 1% of the shares of
the Company in issue at the date of grant, unless
shareholders’ approval has been obtained in a general
meeting.

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

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

There were no share option granted under the Plan
during the year.

REANRIBRFILALE - RIFZLEREH
R 2 BE (T EECD RBERE)
TS R B #B8 » MEBBARARR
FRAN A B 1T 2 10% ° BRIERAER
REESRRILE - BRREHLBAE
A+ ERHH  BFEER2EERTT
ERF LR B T 2 BRI 2 i
NEE  TEBRBAARNRLACDH
TR 2 1% e

HAR AR E X A R ET 1 PO {E = 2 B
A XNEHX VBT ZRBRER - D
RN LBREED - PR HLERE
ZITEHRERERE - ERNEARERT
TMSHERBERA B RET 5 o

BREZITEERESERE - ENFE
RTFI=FPREE : AR EEK
ZHEfE : () ERBNREEDEZXEA
Bt X PP RA A R B ARz P
B R(i)VEEH R (WARKEXH) K
RFTFTERA R R E B2 WTE - 28
FEFRARRN_ET_FRA-T
“ATEZEK -

FAWEAREZE B L REAE -
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The following share options were outstanding under FNARIR SRS 8] AR T 2 AR AN
the Plan during the year: I
Price of
Numberofshare options Brerdse  Exercise  Company’s sheres
EnzdR periodof pice atevercie
Cancelld/ ~ Adjustment shareoptions~~ ofshare date f optons™*
Bercised lpsed  duetothe A Dateof  (ohdates  options HK§
Name o it durng durng Share  3iDecember  gantol  inclushe) B RRERE
clegory of Tanuary2003  theyer  theyear  Consoldaion® 2003 share options ™ BhE  BhE  ERMLAZ
paricpant ik 4 HER RER  EERBRE H-33zE R e GRE* ol
LEED -A-f Bik  @#/%M WERE 12AT-B BRMBR™ (BRERRE) #n #n
Ditecors &5
Brian Damian O'Comnor 2000000 = - (1,800000) 00000 16102 16-10:03 10 150 NA
151007 TR
ong e Chun, Mtk £33 1500000 = - (1350000) 150000 161042 161003 fo 150 A
151007 B
Tong Chiki, Nelson# 5 2000000 - (2000000 = - 161002 16-10:03 10 150 NA
151007 TR
5500000 - (00N0)  (000) 3000
Consutant 5 200000 = (200000 ) = - 1602 161003 fo 150 NA
151007 R
Other employees 218
I aggegee &3 19745000 (2790000)  (1990000)  (13468500) 1496500 161040 161003 to 150 210
151047

BA5000  (2790000)  (4190000)  (16618500) 1846500
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*  Pursuant to the terms of the Plan, the Capital
Reorganisation has resulted in adjustments to the
number and exercise price of the outstanding share
options of the Plan of the Company, which are as
follows:

Adjusted exercise
price of share
options after Capital
Reorganisation

Exercise price
of share options
prior to Capital
Reorganisation

[RENEE VP PR ERE
RS A2
1T1E(E FERAETTE(E

HK$0.15 HK$1.50
0.15%87T 1,50 7T

Further details of the adjustments to the number
and exercise price of the outstanding share options
of the Company are also set out in a circular of the
Company dated 5 December 2003.

** The vesting period of the share options is from the
date of the grant until the commencement of the
exercise period.

*** The price of the Company's shares disclosed as at
the date of the exercise of the share options is the
weighted average of the Stock Exchange closing
prices over all of the exercises of options within the
disclosure line.

#  Dr. Wong Chi Kit, Nelson resigned as a director of
the Company on 22 April 2003 and his share
options under the Plan lapsed after 3 months
following the date of his cessation as an employee
of the Group in accordance with the terms of the
Plan.

The share options granted are exercisable in
accordance with the terms and restrictions contained
in the respective offer letters.

At 31 December 2003, the Company had 1,846,500
share options under the Plan, which represented
approximately 0.85% of the Company's shares in
issue as at that date. The exercise in full of the
outstanding share options would, under the present
capital structure of the Company, result in the issue
of 1,846,500 additional ordinary shares of the
Company of HK$0.10 each and additional share
capital of approximately HK$184,650 and share
premium of approximately HK$2,585,100 (before
issue expenses).

* o RBEEERIZ K - RAEAE S
AR B EENRT S HART TR 2 B
B RITEEELFE - 50T

Number of
outstanding share
options prior to Capital
Reorganisation

Adjusted number of
outstanding share
options after Capital
Reorganisation

A E AT 2 PR AELH%Z
M ARITIE KRR M ARTTIE

B ESE fERR S B
18,465,000 1,846,500
18,465,000 1,846,500

BRARAR MR TRBREZEE kT
EEZRHBHETHNAR BN T
=F+=ARBTEZEEL -

o Bz RBHARR N R EETE
PSRRI

ok PRI B BT R 2 A A TR
(1S - ToLABE R IR 2 T4
I AP R O 2 BB 2 77
HESHE -

4+ BEGBELER-_ZZT=FNMA=—1+=H
BEARAQBIES @ BIBREE21E
A R EREDRT I T 2 BN E N E
AAEEEBZA%B=BAKXN -

FEIR 2 R IR T AR YR &85 BN (P
IR B RBITTEE

RIZEE=F+-_A=+—H AQ7A
T E2E)ETEI T A 1,846,50010 BEALAE -
HEERARRIEB 2B ETRNG
0.85% ° 2EITE MARITEZ ERES
BN A FEINETT1,846,5008 F A%
EE0. 108 T2 HimR RIS (kR
1IFA A BBIMNIR A 49184,650/8 7T I
A1 = {E%)2,585,100/8 7T ©
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Group 56
Retained
Share Exchange profits/
premium fluctuation  (accumulated
account Contributed reserve |osses)

Notes RiE  suplus  EXEE REER/  Total
Mt BR HARH e (RitFE) &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TAT FAT Taér  Tin

At 1 January 2002 R=EE =5 —A—F 293748 534,880 (495)  (1,004671) (176,538)
Repurchase of shares B2l A {7 28 (635) - - - (6%5)
Share repurchase expenses EEIR (AR 28 (19) - - - (19)
Released upon disposal of subsidiaries 7t &M B2 AR R - - 495 - 495
Net profit for the year A% 407 - - - 54,144 54,144
Proposed final dividend 2 R ER & 15 - (10817 - - (10817)
At 31 December 2002 and R=EE-F+-A=+-HR

1 January 2003 ~EE=%—f—B 293094 524,063 —(950527) (133370)
Share options exercised £ 7 (£ B 1E 28() 139 - - - 139
Capital Reduction J KI5 28(i)(a) - - - 194960 194960
Share Premium Reduction {7 5B &I 28(i)(c)  (293,094) - - 293,094 -
Transfer of reserve* B A fE* - (524,063) - 524,063 -
Net profit for the year 2% A0 - - - 24,439 24439
Proposed final dividend 2 R HR & 15 - - - (4874)  (4:874)
At 31 December 2003 R=FF=4+-A=1—H 139 - - 81,155 81,294
Reserves retained by: i TSI B{REB R4S -

Company and subsidiaries A & KB A 7 139 - - 81,155 81294

Jointly-controlled entity £F#HI( % - - - - -

At 31 December 2003 R=EE=%F+-F=1—H 139 - = 81,155 81,294

Reserves retained by/(accumulated in):

mTIIRRRE/ (Baf) e

Company and subsidiaries A2 & KB 7] 293,094 524,063 - (949,056) (131,899)
Jointly-controlled entity Rl 3 - - - (1.471)  (1,471)
At 31 December 2002 R=EE-#+-A=+—H 293094 524,063 - (950,527) (133,370)
The contributed surplus of the Group originally represented REBZ HABKRREHRMDABRER 2
the amount transferred from the share premium account. HFE o
*  During the year, the Group applied the entire balance of L ER AEEZEIAEGSAARER
its consolidated contributed surplus of HK$524,063,000 524,063,000/ T A 5 R EHEE

towards setting off against the accumulated losses.
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Company AT
Retained
Share profits/
premium (accumulated
Notes account  Contributed losses)
[lifz RebE suplus  REER]/ Total
Bk RS (ReHE#R) @t
HK$'000 HK$'000 HK$'000 HK$'000
THEr TEL T THEx
At 1 January 2002 R=FZ=F—F—H 293,748 514,335 (388,620) 419,463
Repurchase of shares Bt {7 28 (635) - - (635)
Share repurchase expenses BRI (AR 28 (19) - - (19)
Net loss for the year AEE 251 - - (7980) (7980)
Proposed final dividend 3 R EIR & 15 - (10,817) = (10,817)
At 31 December 2002 and A=EE=&F+-f=1—FH
1 January 2003 R =EE=4—-F—H 293,094 503,518 (396,600) 400,012
Share options exercised 217 fFERfk#E 28(i) 139 - = 139
Capital Reduction [ 2N A1 28(i)(a) - - 194960 194960
Share Premium Reduction B13& B8l 28(i)(0) (293,094) = 293,094 =
Transfer of reserve* S A tE* - (503,518) 503,518 -
Net loss for the year AE[EFE5 1R - - (31,820) (31,820)
Proposed final dividend & R AR & 15 - - (4,874) (4874)
At 31 December 2003 2 =4+-A=+—H 139 - 558,278 558,417

The contributed surplus of the Company originally
represented the difference between the par value of the
Company's shares issued in exchange for the issued share
capital and the net asset value of subsidiaries acquired
pursuant to a Group reorganisation effected before the
listing of the Company's shares on the Stock Exchange in
1993.

Under the Bermuda Companies Act 1981, the contributed
surplus is distributable to shareholders under certain
circumstances.

* Pursuant to a board resolution passed on 29 December
2003, the Company applied the entire balance of its
contributed surplus of HK$503,518,000 towards setting
off against the accumulated losses.

RABZEABBRIEREARARBR A
=FEBRAEMANETT REER - B
BB AR BITRAMBIT 2 AR RN
ZEESEEENE AR EEFEMERZ
EF e

BE-NN\—FARERAREZIRE * BA
BHAEETHER TR TR

*  RBER-ZEE=F+_A-_t+hABRBAZE
BERER AR AEHBAEBARL
503,518,000/ TTAIE 5 251 E518 ©
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Group
&8
2002
—TTCF
HK$'000
FHTT
Net assets disposed of: & & & EFE
Fixed assets B & & 11,107
Loan receivable FEUE 5K 493
Properties for sale 13 Hi & ¥ % 8,573
Inventories & 4,764
100 Accounts receivable &Rk 6,397
Prepayments, deposits and other receivables
TARRRIA - e READ R EIA 4,798
Cash and bank balances 314 RiR{T41F 12,280
Interest-bearing bank and other borrowings
FTRZIRITREMER (3,762)
Loan from the Company ZA 2 BIf& 3k (46,999)
Accounts and bills payable, other payables, accruals and
deposits received
JERBRIAR BN RIE - HMRNFIR - EBAtFIER
BElRE (14,603)
Finance lease and hire purchase contract payables
BMEHEREBEENENERX (10)
Tax payable &5 78 (378)
(17,340)
Exchange fluctuation reserve released on disposal
P E R ERR < BB H R BN 495
Gain on disposal of subsidiaries* & W@ A 7 2 Wz 37,142
Consideration X8 20,297
Satisfied by: JA T2 HELRT -
Cash & 20,297

In the prior year, the consideration received was net FEE - B EENREERBATY
NI & $£476,688,000/8T © EREHE

FEREREXEER - WHARSER -

of incidental costs of disposal totalling approximately
HK$6,688,000, comprised primarily of legal and
professional fees, which were satisfied by cash.

*  This included the gain on Disposal and Deemed ¥ EeENEREREENESEE YIRS -
Disposal.
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Group
2002
ke 2 Sk S
HK$'000
FHTT
Analysis of the net inflow of cash and cash equivalents
in respect of the disposal of subsidiaries:
ERLENBARZRE MERBREEZRAFEDN
Cash consideration 5 £ X8 20,297
Cash and bank balances disposed of B HH &R & K IRIT4TT (12,280)
Bank overdrafts disposed of B HH&R1TiE X 3,493
Net inflow of cash and cash equivalents in respect of the
disposal of subsidiaries
HEMBARIZRERERRESEEZRAFE 11,510

The subsidiaries disposed of in the prior year
contributed HK$16,016,000 to the Group's turnover
and HK$24,167,000 to the consolidated profit after
tax for the year ended 31 December 2002.

In the prior year, the Group subscribed for the
Convertible Note (note 19) with a face value of HK$7
million which was settled by offsetting the amount
owed by a then subsidiary of the Company.

FEEHEZHB AR AEEEEE
2 BERA16,016,000/87T W AREE
HE_EZ_F+-_A=1t—HItFE
#52824,167, 0008 TR TR B AR AR A ©

E&E - AEEREEE7,000,000%8
T2 AR IR (iEE19) » WIAFBIBIR
SR A& B — N B A RIFTR 2 508
S ff e
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@

(b)

At the balance sheet date, contingent liabilities not
provided for in the financial statements were as
follows:

Guarantees given in connection with tenancy agreements

entered into by subsidiaries

AT A RIFTRI S 2 E W E 2 JE 1R

(a)

Guarantees given to banks in connection with banking facilities

granted to subsidiaries

SAP BB A R PTERYSRTT R E IR TR 2 B4R

As at 31 December 2003, the banking facilities
granted to the subsidiaries subject to guarantees given
to the banks by the Company were utilised to the
extent of approximately HK$2,645,000 (2002:
HK$33,978,000).

The Group and the Company had a contingent liability
in respect of possible future long service payments
to employees under the Employment Ordinance, with
a maximum possible amount of HK$7,113,000
(2002: HK$8,882,000) and HK$164,000 (2002:
HK$521,000), respectively, as at 31 December 2003,
as further explained under the heading “Employee
benefits” in note 3 to the financial statements. The
contingent liability has arisen because, at the balance
sheet date, a number of current employees have
achieved the required number of years of service to
the Group and the Company in order to be eligible
for long service payments under the Employment
Ordinance if their employment is terminated under
certain circumstances. A provision has not been
recognised in respect of such possible payments, as
it is not considered probable that the situation will
result in a material future outflow of resources from
the Group and the Company.

(b)

REER - RRMBHREAELEREZ
KARMRMT -

Company
NG
2002
—FE-F
HK$'000
THETT

47,808

118,557

166,365

RZZET=F+=—A=+—H B4 2
AIAERATIREIE R MR T B AR 2 R
TEEEWENB42,645000% T (=F
T4 : 33,978,000/7T) °

REBRARRAR-_ZT=F+_A=
T—BREFEGIIREN A HMES
KERBRGESMAEIREE &5
sk ABEDBIE7,113,0008L (=F
T4 : 8,882,000/ 7T) & 164,000/
TL(ZZEZ = : 521,000/87T) * 15
RO BREME3MEEEF] - BRE
HERASERARNRZREEEES
ERBIEHIFTREREFE - FERET
BN TR IER R B R IR 2/ E
1% BULEESARBE - AARRALL
BRI RS BUR B R A AT B AR
EAREER - M RRZEA T2
IR
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As lessee

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

At 31 December 2003, the Group and the Company had
total future minimum lease payments under non-
cancellable operating leases falling due as follows:

Within one year —4F A

In the second to fifth years, inclusive
E_ELF (BREREMT)

After five years LG 1&

TERAEBA

AEERELLHOZHHEAEE TERET
D WAEMEREELR o KR MFEE
SHBNF—FEREF -

R-FE=EL-A=+—0  RETAH
2B - AEMRARRARATE

IS 2 RARSERS AT ¢

Group Company
ESE |

2002 2002
—TTF —ET_F
HK$'000 HK$'000
TET TET
65,940 670
64,757 715
329 -
131,026 1,385
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At the balance sheet date, neither the Group, nor the
Company had any significant capital commitments (2002:
Nil).

In addition to the transactions and balances detailed
elsewhere in these financial statements, the Group had
the following material transactions with related parties
during the year:

(a) The Group paid insurance premium of approximately
HK$1,519,000 (2002: Nil) to Sun Hung Kai Insurance
Consultants Limited, a subsidiary of Sun Hung Kai &
Co. Limited, a substantial beneficial shareholder of
the Company, based on mutually agreed terms.

(b) The Group waived an amount due from Women's
Health Centres International Limited, a jointly-
controlled entity, of HK$ 1,107,000 (2002: Nil) during
the year, as mutually agreed with the other joint
venture partner of the jointly-controlled entity.

Due to the Share Consolidation as further detailed in note
28 to the financial statements, certain comparative
amounts have been restated accordingly. In addition,
certain comparative amounts have been reclassified to
conform with the current year's presentation.

The financial statements were approved and authorised
for issue by the board of directors on 22 March 2004.
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