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

o provision of medical services
o provision of nursing, physiotherapy and dental services
o provision of elderly care services
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The Hong Kong Institute of Certified Public Accountants has
issued a number of new and revised Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards,
herein collectively referred to as the new HKFRSs, which are
generally effective for accounting periods beginning on or
after 1 January 2005. The Group has not early adopted these
new HKFRSs in the financial statements for the year ended 31
December 2004.

The Group has already commenced an assessment of the
impact of these new HKFRSs but is not yet in a position to
state whether these new HKFRSs would have a significant
impact on its results of operations and financial position.
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These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (which also
include Statements of Standard Accounting Practice (“SSAPs”)
and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles generally
accepted in Hong Kong and the disclosure requirements of
the Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention.
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The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 December 2004. 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.

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.

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:

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

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

(d) along term investment, if the Group 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.

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 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.

O BERLD DAAMLARAED
SRR REERRE
m%ﬁMm“¢%@7$9wm%
EMER - BAHRAHLEA
REEEYEN A

@ EREE MAREEELHEN
BERAALERT DR 20%ER
aK - ML mEEKAEHE Y
SASRANTAEEVES -

EEH ﬂ/ﬂﬁ$gﬁ\ﬁ%ﬂﬁ
%zﬁ@é@ﬁﬁ—fﬂﬁo

REBRGHRREN DX WBREER
REDBFAGEBEERREEFHER -
$%@mﬂﬂ¥ﬂ¢¥2%\'*$%ﬁ
FE(EEEFERTRERRILIZE#
AT AREEERER -

WEINBARMES 2AEDRRKER
WK ARAREEE A B 2o WBEE
RBEzAVEBL 28 -

WEEE2HEINGREEERBRARE
RREE » WIREAE A B F 205 A
BEAREREHSE -

R-TT—FRASTERELF3050R %
Baot za WEBELEZBERKE
FEANEGABBEPIR - REASHE
TEERIE 30 [ £ A O B AL E D IRMA
SHEBKELF0HR 2 BERTE DK
BRELZEENMAELRAFERIR -
RENZIES B EREETREBE
EZEENR FAHEH B e ESE
Bl 305 BRI ©



31 December 2004

R-ZEENF+—_A=+—H

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 goodwill 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.

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.

Negative goodwill arising on the acquisition of subsidiaries
and jointly-controlled entities represents the excess of the
Group’s share of the fair values of the identifiable assets and
liabilities acquired as at the date of acquisition, over the cost
of the acquisition.

To the extent that negative goodwill relates to expectations of
future losses and expenses that are identified in the acquisition
plan and that can be measured reliably, but which do not
represent identifiable liabilities as at the date of acquisition,
that portion of negative goodwill is recognised as income in
the consolidated profit and loss account when the future
losses and expenses are recognised.

To the extent that negative goodwill does not relate to
identifiable expected future losses and expenses as at the
date of acquisition, negative goodwill is recognised in the
consolidated profit and loss account on a systematic basis
over the remaining average useful life of the acquired
depreciable/ amortisable assets. The amount of any negative
goodwill in excess of the fair values of the acquired non-
monetary assets is recognised as income immediately.
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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.

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 and 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.

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 it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase
in the future economic benefits expected to be obtained from
the use of the fixed asset, the expenditure is capitalised as an
additional cost of that asset.
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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"/5% or over
the lease terms,
whichever is higher
15% to 33'/5%

12"/,% to 20%

20% to 33"/5%

20% to 33"/5%

Leasehold improvements

Furniture, fixtures and office equipment
Medical equipment

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

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated
over their estimated useful lives.

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

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.

Deferred revenue represents services fees received in advance.
Deferred revenue is released to and recognised in the profit
and loss account when the corresponding services are
rendered.
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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:

o 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

o in respect of taxable temporary differences associated
with interests in subsidiaries and interests in joint
ventures, 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:

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

° in respect of deductible temporary differences
associated with interests in subsidiaries and interests
in joint ventures, 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.
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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:

(@ from the provision of services, including medical
services, nursing, physiotherapy and dental services,
and elderly care services, on the provision of the
relevant services;

(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;

() 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.
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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.

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 incentive plan

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

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.

Foreign currency transactions are recorded at the applicable
exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies at the
balance sheet date are translated at the applicable exchange
rates ruling at that date. Exchange differences are dealt with
in the profit and loss account.

B 43 82 B =t &)
ARBRI D BT 8 B B R E
HAKBEEXGEMERMZABRSEE -
EREMDEBEREEREZMBEZE
TERARRRAREZEERBRA
i BEEBREETRE/L  mBkiEs
KA ENERFHNEERBRALE
R - MITRBEER - rERETZ
R fn Th R IR E{E R 8 B R R Z RN
- MERTEEBRRRDEE 7R
BRFARRRZBANRER - RITERH
A B GRS SR AR 2 BB 1 B M R TT 28
P & RO A A9 B

EEEARNZRARENEEREBRZ
BAREBET S BILIIVERE & M s
ABBRZOE  BERRRBRREFAS
BAERNZFE - ok FAE BRI
X TFUER  RIERSBEEAR -

FHREHAAARAEREZRER - AR
RAZ AR ERREEES KT H
BB ZHER o ERtE - R EIR RN R IR
REREEANEARAS -

SNER B T5RERIR 5 B 2 BREXRE -
REERUINERENCEREERAR
Vi A2 BREXGRE - EXEHEHT
ABRERPRE -
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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:

(@ 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;

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

(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.

Intersegment sales and transfers are transacted at mutually
agreed terms.

DEEHNAEEREB S BRIETEZT
AR REBEAEEMESBERE - I
ADREPRERDE - MEERRE
EFMtRERAST DR - ARNAEEE0%
ZWATIREEREP Riglgo% s BET)
NRES  BULWEE— P E5HE DR
R

AEBZREXBIREBEEBEERAR
HZEMEREMEADRERBILER
AEESEXEHIBARK —EREER
KR 2 REGE X ETT - AR ZER
KPS 2 [ s A] B Ath X TS 5 FMA PR
Rl e R OBBMEMT ¢

@ BERGHE KERHEEBERS:

() #EE - WIAERTRREE (%
B2 ERERIMRE]) - =
REERE - VIR RRS

© #ERBHE KERHEEZRS
K

) GEREMER BERAKEZE
EREERBER  TEREELQ
ARHEEREMRSE - AREM
EERARFAXER -

SEM 2 HERERBBAEHEZ 6
KETRS -
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The following tables present revenue, profit/(loss) and certain TRENAEEEBBZRA ~ &F,
asset, liability and expenditure information for the Group’s (BR)URETEE BERBEZER -
business segments.
Group 5
2003 2003 2003 2003 203 2003
s s s s s s
HKS 000 HKS'o00 Hk$'o00 Hk$'o00 Hk$'o00 HKk§'o00
TEn TEn TEn TEn Tk TEn
Segment revenue:
ARMA:
Sales to external customers
HEFNREP 578,487 572 107,63 - = 713,522
Intersegment revenue
AERUA 3332 8,11 183 - (11,629) -
Other revenue and gains
AR NE 483 612 194 81 - 6821
Total
g 586,653 66,498 107,940 81 (11629) 750343
Segment resLlts
FEEE 50033 3838 (2,960) (8,781 - 230
Unallocated interest income
FARABHA 70
Unallocated expenses
AARER (9559
Profitfrom operating activities
T B
Finance costs
BEER (1440)

Share of profs and osses of
jointly-controlled entities
EhREAHRE
HHRER 147t - - - - 147t

Profit hefore tax

RH AR B2
Tax

il B.933)

Net profitfrom ordinary
activites attributable
to shareholders
REEHAE
] "
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Group £H
2003 2003 2003 2003 2003 2003
TE5CE TE5CE TE5CE TE5CE TE5CE TE5CE
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
Thn Thn Thn Thn Thn Thn
Segment assets
ABEE 19282 13,639 13057 6837 - M85
Unallocated assets
FAREE 9,744
Total assets
B4E 222559
Segment liabilties
ABRR 61,280 5215 1,099 799 - 85,543
Unallocated liabilties
FALAR 20,86
Totalliabilties
B8 1472

(ther segment information:
BHAREH :
Depreciation and amortisation
HEREY 9641 1795 10,075 18 - 163
Impairment losses recognised
in the profit and loss account
RERERI HEER - - - - - -
Provision for/(write-back of)
bad and doubtful debts
REERE/ (BE) - - 193 = = 139
Loss/(gain) on disposal/
write-off o fixed assets
he/HEETEE BB/ ha) g 8 b ) - s
Waiver of an amount due from a
jointly-controlled entity
SR-BRRAEHLE N 1407 - - - - 1407
Capital expenditure
E1H3 7,240 1270 ) 1 - 8,855
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Turnover represents fees earned for the provision of medical
services, nursing, physiotherapy and dental services, and
elderly care services.

Revenue from the following activities has been included in

turnover:

Medical services BERG

Nursing, physiotherapy and IR MEIRER
dental services I BHR

Elderly care services EESLT

EERBREHERRY &2  WEAE
RIBRBEREERF ZHE -

KB THISEER 2 WMADTAEERENA

2003
—ET=HF
HK$’000
FET

578,487

57,772
107,263

743,522

The professional fees in the prior year were incurred in
connection with a conditional offer (the “Offer”) by Anglo
Chinese Corporate Finance, Limited on behalf of Caduceus
Medica Limited, a company beneficially 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.

FFEEZSEERSE RS %R
AR A 7 % Caduceus Medica Limited (7%
ARAER—NEBERBREZAR) R
A B U BE AN A A) B 15 (Caduceus Medica
Limited 8 Z RO BRIN 2 B GG ERE
Z(WEEZE]) FAAAFR=ZZEE
=FHA— BTz EESH) RHEAE
BEEEL - ZEREER (EED R
TE=—FRALHKK-

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

LFEZERXAFAEANEEANRE
BMEL  BREKLEAREETSHETH
AB (BREARRR—ESE) 2 RBBEM
A2 #EME -
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The Group’s profit from operating activities is arrived at after REEZEEEE LR, GEA) T
charging/(crediting): Hl| %18 -
2003
—EE=F
HK$ 000
FH T

Cost of inventories sold/dispensary

supplies consumed and
services provided

Depreciation

Amortisation of goodwill*
Impairment of goodwill

Negative goodwill recognised as
income during the year**

Provision for/(write-back of) bad
and doubtful debts

Waiver of an amount due from a
jointly-controlled entity

Minimum lease payments under
operating leases in respect of
land and buildings

Staff costs (excluding directors’
remuneration (note 10)):
Salaries, wages, allowances
and bonuses

Retirement benefits scheme
contributions (defined
contribution scheme)#

Auditors’ remuneration

Foreign exchange losses, net

Loss on disposal/write-off
of fixed assets

Interest income

Net rental income

Dividend income from an
unlisted investment

HEFE A
By KR
AR 75 2 AR

e

[k ¥k
B2 RE

FABERBBAZABTE
RERBE (BE)

2 BR — R A R4
©EZRK

RAZA B L3 &
BFZRERD
ZREEE MK

BIRA (TNEE
EEME (i) :
¥4 I%& -

2 B K A1 A
RIREFIET B E R
(BEE 3Gt &) #

% 20ED B &

ERERFR
&M E A E
Z B8

B WA

HE WA FER
XE—HFEL™
BEZBRBHA

604,990

21,148

491

491

1,393

1,107

70,230

248,529

6,324

254,853

860
37

345
(770)
(115)

(133)
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*k

The amortisation of goodwill is included in “Depreciation and
amortisation expenses” on the face of the consolidated profit
and loss account.

The negative goodwill arose on the acquisition of a jointly-
controlled entity during the year and is included in “Other
operating expenses, net” on the face of the consolidated
profit and loss account. The amount is in respect of negative
goodwill in expectation of identified future losses and
expenses.

*k

mo

HEEHEAAGRRERT TERE
HFS ] —H -

FARB-—RARENEEMEEZE
FEETAGSERERP [HbRERX
FHE IR - R R ARE ZBYA
HARARREBERRF -

# At 31 December 2004, the Group had no forfeited contributions # RZZZEWNF+_A=+—H " &L
available to reduce its contributions to the retirement benefits W R AT A E B A UR D R KRR E
scheme in future years (2003: Nil). ERRARSHTEIHRN( CEZT=F : §) -

2003
HK$’000
T&T
Interest on: MHBF
Bank loans and overdrafts wholly BARAFRNEBHEEREZ
repayable within five years RITEREEX 1,440
Hire purchase contract HES L =

1,440
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Directors’ remuneration for the year, disclosed pursuant to
the rules governing the listing of securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
Section 161 of the Hong Kong Companies Ordinance, is as

follows:

Fees

Other emoluments:
Salaries, allowances and
benefits in kind
Compensation for loss of office*
Retirement benefits scheme
contributions (defined
contribution scheme)#

B

Hi e
e EMR
BWE
B A E
RS IR
(REMHKEED) #

Fees include HK$298,000 (2003: HK$902,000) payable to the
independent non-executive directors. There were no other
emoluments payable to the independent non-executive

directors during the year (2003: Nil).

The number of directors whose remuneration fell within the

following bands is as follows:

Nil — HK$1,000,000
HK$1,000,001 — HK$1,500,000
HK$1,500,001 — HK$2,000,000
HK$3,000,001 — HK$3,500,000
HK$5,500,001 — HK$6,000,000**

4 — 1,000,000/ JT

1,000,001/ JT — 1,500,000/%8 JT
1,500,001 JT — 2,000,000/8 JT
3,000,001 JT — 3,500,000/ JT
5,500,001 JT — 6,000,000/ JT **

REEEMAERZIAARRBES LR
Al (TEWmHR RN REE R BRI F 16115
ATRBEZAFEEZTMEFBLOT

—ET=F
HK$’000
FET

902

4,663
4,648

21

9,332

10,234

WEBERERERNARBBYIERITESZ
298,000/ 7T (ZEZE=4F : 902,000/67T) °
RER - WERMEN TEIIFERTES
ZHE (ZTET=F : &) -

MeNFTIBEZES AR :

13
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There was no arrangement under which a director waived or
agreed to waive any remuneration during the year (2003: Nil).

During the year, no share options (2003: Nil) were granted to
the directors in respect of their services to the Group.

* The compensation for the termination of the service agreement
of a director of approximately HK$4.6 million was included in
“Corporate restructuring expenses” on the face of the
consolidated profit and loss account for the year ended 31
December 2003.

*k This included compensation for loss of office of HK$4,648,000
paid to a director during the year ended 31 December 2003.

# At 31 December 2004, the Group had no forfeited contributions
available to reduce its contributions to the retirement benefits
scheme in future years (2003: Nil).

FRAVLEELEETRELRBRERIE
MME 2L (ZTT=F: H§) °

FR - WEBREFEAASERMARE A
MERLBRE (CTT=F: 8) -

@ RBE-ZZTZ=F+=-_A=+—HIEF
EA - RIE—2ESRBBZEMELL
4,600,000 7T 2 B E B FT ARG 1B &m IR
EPM:%EZH%?S’ZJ—IE&’

» o EREREE _TTE_F+-_A=+—
BIEFEANT - RESERBBHE
Z 5% 7A 4,648,000/ TT °

# MN_TEMFE+_A=+—H  ALEE
WA R AT (R A 62 ) A DA DR A B R SR AR
BREARSFEIHR(CET=F : 8) -

The five highest paid employees during the year included one
(2003: one) director, details of whose remuneration are set
out in note 10 above. Details of the remuneration of the
remaining four (2003: four) non-director, highest paid
employees for the year are as follows:

Salaries, allowances and e FEUREDREF
benefits in kind

Retirement benefits scheme
contributions

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

3,500,001/ JT — 4,000,000/% JT
4,000,001/ JC — 4,500,000/% JT
4,500,001/ JC — 5,000,000/% JT
7,500,001/ JT — 8,000,000/% JT

HK$3,500,001 — HK$4,000,000
HK$4,000,001 — HK$ 4,500,000
HK$4,500,001 — HK$5,000,000
HK$7,500,001 — HK$8,000,000

During the year, no share options (2003: Nil) were granted to
the non-director, highest paid employees.

FRAANGESHEERE U (ZTT=
Fr(DEF EMESFBEN XM
it10 o EMOA (ZFE=F : Uf) &S
}EE CFER)AFEZMEWT ¢

2003
—EET=F
HK$ 000
FET

19,987

48

20,035

FRNBHEFZESFREEZMENT

s

8

Al
Al

N

4

O 95 2 A R B
(2T=F M) -
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Hong Kong profits tax has been provided at the rate of 17.5%
(2003: 17.5%) on the estimated assessable profits arising in

Hong Kong during the year.

Group:
Current — Hong Kong
Charge for the year

Underprovision in prior years
Deferred (note 27)

Total tax charge for the year

AEH
KH—FE
AEEBEH
EFBEETR
EIER IR (M FE27)

AEEBE A

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 BR B A1 4
Tax at the statutory tax rate BREEBERFE
2 BiIA
Effect on opening deferred tax of VA TE B 2R 18 hn it HR 1)
increase in statutory tax rate R IE 2 &
Adjustments in respect of current REFEEHBIE
tax of prior periods fEH 2 # %
Income not subject to tax TR 2 /A
Expenses not deductible for tax, net  “~A] ¥R i H 2 X
FEE
Tax losses for the year not recognised KR 2 KAEfE
7t 18 &5 18
Tax losses utilised from VAT BAfE 8 AR
previous periods 2 Tt IH B 18
Tax charge at the Group’s BAREEAB R X
effective rate HEZHEX M

EAFESHREZRFRNRE BB ER
Fom A A17.5% (ZZEZE=F : 17.5%) BT
R o

3,403
6,298
(768)

8,933

PABR B RT&@ A » 1REBIEE D E RIRE W
BEFE 2 HAX L 2 B RERB X (A
EEME) BERBER ZHEHMT

2003
—EE=F
HK$’000 %

FA T

33,372
5,840 17.5
234 0.7
6,298 18.9
(60) (0.2)
1,940 5.8
867 2.6

(6,186) (18.5)

8,933 26.8
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As set out in the financial statements for the year ended 31 WOHE—TE=F+-A=+—HILF
December 2003, the Hong Kong Inland Revenue Department BB HRERS  BATBERELNEE
was in dispute over certain tax issues related to prior years EXEBHN @Rz ETEREKER EFE
with certain medical practices in which the Group has ETHMBEEEEUS  WRZSEELE
business interests and had issued notices of additional BN RAA ([HBAR]) - Bsa
assessments to the medical practices (the “Tax Disputes”). HERFRRA - MR EFEIELZEE
The Tax Disputes were settled during the year and the B2 HEERBEETERNFEERNRER -

corresponding tax liabilities, which were fully provided for in
the prior years, were also settled during the year.

The net profit from ordinary activities attributable to HE-ZZNE+_A=1T—HIEFE#H
shareholders for the year ended 31 December 2004 dealt with ARRA 2B ERNGTE 2 REES B
in the financial statements of the Company, was a net profit of B ESHLR] 516,705,000/8 0 (Z T =4F ¢
HK$16,705,000 (2003: net loss of HK$31,820,000) (note 30). V% 518 31,820,00078 7T) (Ff7£30) °
2003
—EE=F
HK$’oo0
F#E T
Interim — HK1 cent (2003: Nil) FHEIRE B — Z iR T @ AR OB
per ordinary share (ZZEZT=F: &) =
Proposed final — HK1.5 cents ERAARE -—SRETBER
(2003: HK2.25 cents) 1581 (ZZTEZE=4F : 2.25/51l)
per ordinary share 4,874
4,874
The proposed final dividend for the year is subject to the REZEZARAREAFTADAIRRNIE
approval of the Company’s shareholders at the forthcoming ERFBAFRE LHEFAIEER -

annual general meeting.
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The proposed final dividend payment of approximately
Hk$3,250,000 is based on the proposed final dividend of
HK1.5 cents per share and 216,672,884 ordinary shares in
issue as at 22 March 2005 which is before any effect of a
share repurchase (the “Share Repurchase”) (note 35). In
accordance with the terms of the Share Repurchase as
detailed in the circular of the Company dated 3 March 2005,
shares repurchased will be treated as cancelled and will not
rank for the purpose of any dividends declared pursuant to
any record date set subsequent to the date of their
cancellation. As a result, the shares repurchased and cancelled
under the Share Repurchase will not rank for this proposed
final dividend as its record date is 20 May 2005, which is after
the cancellation of the shares to be repurchased.

EHEIR 2 REARR B 49 43,250,000 JT
TiREHEARERE SR BILERR =T
hF=A=+ZHEB1TERNR216,672,884
AR ET & (N E— R M B ([R5
B8 ]) (fizEss) 2 FAEE) - BRERD
EEZEGRFBEEREARRRZEER
F—RA=RAHEZBRA)  rIEEHEZ
BGOSR AT TN BrEe=ZERH
=Rk R R R =R ) W= 1D v
EIRE - AR EHARERE 2508k A H
A_ETRERA_+H (BIFEE 2K
M B EE) Bt ROBBET
FFr[E1 B8 N0 51 35 2 BR 0 16 1 5 = B &2 5% R Af
fE & o

The calculation of basic earnings per share is based on the
net profit attributable to shareholders for the year of
HK$45,018,000 (2003: HK$24,439,000), and the weighted
average of 216,649,775 (2003: 216,375,934, as adjusted to
reflect the consolidated of shares during that year) ordinary
shares in issue during the year.

The calculation of diluted earnings per share for the year is
based on the net profit attributable to shareholders for the
year of HK$45,018,000 (2003: HK$24,439,000). The weighted
average number of ordinary shares used in the calculation is
the 216,649,775 (2003: 216,375,934, as adjusted to reflect
the consolidation of shares during that year) ordinary shares
in issue during the year, as used in the basic earnings per
share calculation and the weighted average of 334,697
(2003: 346,403, as adjusted to reflect the consolidation of
shares during that year) ordinary shares assumed to have
been issued at no consideration on the deemed exercise of all
outstanding share options during the year.

The outstanding warrants during the year were not accounted
for in the calculation of diluted earnings per share as they did
not have a dilutive effect on the basic earnings per share for
the year.

FRRE R ZF TR IR F A LR FEAG 45 A
45,018,000/ 7L (ZZZ = F © 24,439,000
BIT)  ARFEADETEBERINEFS
£0216,649,7750% (ZZZ = : 216,375,934
f%  AEARBRZEZROHEH)GTE -

AEESRESRF THBEAFERERE
fly 4 F] 45,018,000 L (Z T ZT = F
24,439,00078 J0) 7T & Rt ERFTERA 2
TR EERERET
FTERA 2 FNE 317 E 8% 216,649,7750%
(ZZTT=1F : 216,375,9340% * ABIUK
MZEZBROHEH)  UWERBREGTEER
FIBEMARITEBREREERIREETL
TR ANRE T 19 2334,6970% (Z BT =4 :
346,403% © FRELURREZF 2 RIDEGF) °

HREARTERREZEAFENEK
EXRBNRBHERXE  SURFEER
BEANSYEAEZERAREEEAR -
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Group £H

HK$’000 HK$’000 HK$’000 HK$’000 HK$’ 000 HK$ 000
THT THT AT THT THT THT

Cost: XA B
At beginning of year F4 72,087 19,239 18,157 11,722 42 121,247
Reclassification El = 27 = (27) - -
Additions NE 6,548 968 2,065 1,058 599 11,238
Disposals/write-off HE /i (6,560) (1,013) (244) (197) = (8,014)
At 31 December 2004 —ETME
+-A=+—-H 72,075 19,221 19,978 12,556 641 124,471
Accumulated depreciation: 2itheE
At beginning of year =) 47,918 13,238 11,230 8,604 8 80,998
Reclassification El = 7 = (7) - -
Provided during the year RERNE EL#E 10,635 2,428 3,926 1,824 94 18,907
Disposals/write-off HE /i (5,796) (940) (16) (194) = (7,046)
At 31 December 2004 —ETME
tZA=t+—H 52,757 14,733 15,040 10,227 102 92,859
Net book value: REFE :
At 31 December 2004 —ETME
+=-RB=1+—"H 19,318 4,488 4,938 2,329 539 31,612
At 31 December 2003 —TT=F
+=-RF=1+—-H 24,169 6,001 6,927 3,118 34 40,249
The net book value of the Group’s fixed assets held under a REBBBEHRES OF ﬁ ZEEEE R
hire purchase contract included in the total amount of )%TEE@%EM%’?W\ RERBAEZME
furniture, fixtures and office equipment as at 31 December RZZETNMF+ A=+ —HZHESE 2

2004 amounted to HK$22,000 (2003: Nil). & 85220008 L (ZET=F : )
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2003
—EE=F
HK$ 000
T T
Unlisted equity investments, at cost ~ FF ETEHIEE © R AE 78
Loan to an investee company ETHRERFINIEA 342
420
The loan to an investee company is unsecured, interest-free EYHMRERARZENEER - 28 RE
and has no fixed terms of repayment. EERIRE o
The amount of goodwill capitalised as an asset in the N E —REEZREEEYBRALGEE
consolidated balance sheet, arising from the acquisition of an EEBEXEANEA—BEEZHEWNT :
elderly care home, is as follows:
Group &=
Cost: B
At beginning of year and FOERR_ZETNF+=-_A=+—8H
at 31 December 2004 10,192
Accumulated amortisation Rt RO E -
and impairment:
At beginning of year F4 1,798
Amortisation provided NG ¥ Pt 5
during the year 491
Impairment provided RERNBHERENBEERPER ZRE
during the year
recognised in the profit
and loss account 2,176
At 31 December 2004 RZZFEEME+_A=+—H 4,465
Net book value: FRHEFE
At 31 December 2004 RZZEEME+—_A=+—H 5,727
At 31 December 2003 RZEE=F+=-A=+—H 8,394
During the year, the Group recognised a provision for FR - AEBRIBEYHEZR AU O EEE 2
impairment of goodwill in the amount of HK$2,176,000, S - FERREE 2R (B H2,176,00078 7T ©
based on an assessment of the recoverable amount for the BEBEEDTAEZREES -

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

The amount of goodwill reserve as at 31 December 2004,
arising from the acquisition of subsidiaries, businesses and
elderly care homes, prior to the adoption of SSAP 30 in 2001,

is as follows:

Group

Cost:
At beginning of year
Closure of an elderly home
At 31 December 2004
Accumulated impairment:
At beginning of year
Closure of an elderly home

At 31 December 2004

Net amount:
At 31 December 2004

At 31 December 2003

A
F1
rEREZR

K-BERF+-A=t+-4
Rt -

F1
rEREZR

SNBSS MRl - RZTE—F
Rt EHEE300E - AEEDKR
MEETEBLERFE 309 2 BEES - ZIE
NATRENZETEBERRTETZ
WS FT S| B 2 P B IS AR & R 8 -
EHit - R —F—A—HAEERD
REERECABBFEE 2 BB B R
R BHREENZT -
RZZFEZEWMF+_A=1+—H R=ZZEZT
— F RN E 5T E 2% R 5 3057 AT UK B BT B
nE - EBREERMEEZEEREDR
T~

%E

547,191
(5,830)

541,361
547,191
(5,830)

541,361
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Unlisted shares, at cost JEEMRRG - EBREAE
Due from subsidiaries & W B /B~ =) 58
Due to subsidiaries NI NGIE
Provision for impairment VERERE L]

The balances with the subsidiaries are unsecured, interest-
free, except for an amount due from a subsidiary of
HK$7,000,000 as at 31 December 2003, which bore interest
at the Hong Kong dollar prime lending rate plus 3% per
annum and was fully settled during the year, and have no
fixed terms of repayment.

2003
—ET=F
HK$’ 000
F& T

35,443
1,196,576
(230,252)

1,001,767

(409,342)

592,425

BR-ZZEE=F+=-A=+—HEK—M
B B /A 7] 7,000,000/ TL/BIR B T RERE
RAEINIEBEF B EWLERFREEZFIN
MEBARZERAEER 2 KER
BN o
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Particulars of the principal subsidiaries are as follows: FEMBARZFBET :

Medical services %8 & iR 7

Berkshire Group Limited British Virgin US$1 100 Provision of
Islands/ 13E 7T healthcare
Hong Kong services
REBRZHS 12 IR i AR 75

BB
Marvellous Way Limited Hong Kong HK$10 100 Operation
BB 1078 7T of Chinese

Medicine clinics

REPBED P

Quality HealthCare Medical Hong Kong HK$1,300 100 Medical
Centre Limited B8 1,300/ JT facilities and
FREEERTLERAA services
provider

Pl 75 4 FE 7

Quality HealthCare Medical Hong Kong HK$2 100 Provision of
Services Limited BB 275 7T contract
FREERBAERAQ A healthcare
services

RIEELD

R AR

Quality HealthCare Hong Kong HK$2 100 Provision of
Professional Services Limited BB 275 7T professional
services

REFEXRE

Allied Medical Practices Hong Kong HK$2 100 Provision of
Guild Limited BB 275 7T contract
WM BB AR A A healthcare
services

RES LD

R 2 R 15
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Particulars of the principal subsidiaries are as follows:

(continued)

TEMBRRAZHEBOT (B) -

Nursing, physiotherapy, and

dental services EIE - Y EAE R T B R&

Quality HealthCare Dental
Services Limited

FRIMRBEBRA A

Quality HealthCare Nursing
Services Limited

FREEREBERAA

Quality HealthCare
Physiotherapy Services
Limited

SRR ERBE AR A A

Dynamic People Group
Limited

Elderly care services## & R #&

Conifer Elderly Services Limited
(now named as Quality
HealthCare Nursing Home
Limited)

SNEEZBRA A
(RBRERELEZ
BRAF)

Hong Kong
BB

Hong Kong
BB

Hong Kong
BB

British Virgin
Islands/

Hong Kong
KBREXHES
B

Hong Kong
EE

HK$1,000
1,000/ JT

HK$10,000
10,000/%8 JT

HK$1,000

1,000/ JT

US$1
17T

HK$1,000
1,000/ JT

Nl
DA
|1l
iR

Ay

100 Provision of
dental services

U B RT

100 Provision of
nursing services

R EE RS

100 Provision of
physiotherapy
services

g /B
BER

100 Provision of
LASIK and

optical

surgical

services

R R

R 771 F fig AR 75

100 Provision of
elderly care

services

RERE

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

TEMBRARZHEBNOT (&)

Elderly care services (continued) & & R #& (#&)

QHES Limited British Virgin US$1
BREELZHRAT Islands/ 1370
Hong Kong
RBRAES
BB
Quality HealthCare Man Kee Hong Kong HK$1,000
Elderly Limited BB 1,000/ 7T
BEREZREEBRAA

Corporate and other & 3% I H fth

Quality HealthCare British Virgin US$1

Investment Limited Islands 1ETT
HBE LS

Sino Success (HK) Limited Hong Kong HK$2

B8 278 7T

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.

100

100

100

100

BReERELEEARAFN

Provision of
elderly care
services
RIERE
IR R

Provision of
elderly care
services
RERE
IR R

Investment
holding
=B R

Provision of
corporate
services

REGRRSE
P Lt i

BRARYBAABEERS -

ERFAIZARBIMBLAR REFZE
R NEIBREARFEZRESIBRAE
BEFEEZEANRD - EERRIIEHEM
MBARZHEEERRRENRTTE
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Share of net assets BRFEE
Due from a jointly-controlled entity ~ — S HERIEHID 2 2 XK

The amount due from a jointly-controlled entity is unsecured,
interest-free and has no fixed terms of repayment.

Particulars of the jointly-controlled entities are as follows:

—RHEEH CEZ KR BEER - 28
R 4 [ TE 58 SRR o

HRAZEHEEZFBOT

Women’s Health Centres Corporate Hong Kong
International Limited NG BB
Poltallock Limited* Corporate Hong Kong
NG| BB

* Not audited by Ernst & Young Hong Kong or other Ernst &
Young International member firms.

All of the investments in above jointly-controlled entities are
indirectly held by the Company.

50 50 50 Inactive
NERKE =
50 50 50 Provision of
facilities and
technical
services to
medical and
dental
practitioners
MEERT B RE
3% Bt B2 7 9o B 75
& A IF B B Tk ® 5T AT B 15 B sk th ok
G ETE S =W/ =
it FEEH D 2 T IREEBHARR]

RERA -
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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 Wanji Pharmaceutical Holdings
Limited (formerly ehealthcareasia Limited (“EHA™)), pursuant
to which QHI agreed to subscribe for a convertible note (the
“Convertible Note”) with a face value of HK$7 million carrying
the right of conversion into new shares of EHA at HK$o0.05 per
share (subject to adjustment). The Note Subscription
Agreement was completed on 4 October 2002.

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

The Convertible Note reached maturity and was repaid during
the year.

—EE_FNANE  ARARIZE2EN B
/A A Quality HealthCare Investment Limited
([QHI)) EEHE 2R B R A Al (FTiE
ehealthcareasia Limited ([EHA] ) ) 5] 32 — 18
ERGEERERZ ((RERE R -
¥ It - QHIR) E 7R ¥ M & 7,000,000/%8 T
B A4 F) Al 1Z B iR 0.05/8 T Z (B & (7] T3
) 80 B EHARTER (0 2 Al AR =ik ([AT
BREE]) - ZERERBHER =TT =

FTHAMBTEX o

ABERERE A EE  BER  RET
REBNEMIEFEFE  YARETH
HERH S RS - T RRERAIRNE
TTEMEARAZEAZEBREHA
2 BB AR 1D B R EHART A (D

MEEECRFRIPRER -

Dispensary supplies Yy
Consumables YH FE i
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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 9o 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 invoice date, and net of
provisions, is as follows:

Current — 9o days BB ZE g0H
91-180 days 91H £180H
Over 180 days 180H A E

AEBRREKEECEFPRHEZEER
Fi9AB30HE9oH i ETRAXEEZRF
ZIEEH AR Ak - ANEE B ERIE
Bl AR Uz FEUBRTE - = AR B3R E Al E HR
R 50 B ERER X o

AEERNEEAZRWRBEAES (IRER
H%ﬁﬁ I 2B ) 2 Briik 2 AT 10

_|

2003
—EE=F
HK$’000
FET

71,721

71,721

The balance at 31 December 2003 represented an unsecured
interest-bearing bank loan of the Group and the Company,
which is repayable within one year. The bank loan was fully
repaid during the year.

—EE=Ft-fA=t—BZERIEAE
B A AT 2 I

RITER - ZRTEREREFRBREER
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An aged analysis of the accounts payable included in accounts STARBEE QT ERNEE B EFERIE -
payable, other payables, accruals and deposits received as at HAn R 5IE « BB REKIRE 2 &
the balance sheet date, based on invoice date, is as follows: FERIA - HERR O T -
2003
—EE=F
HK$’000
F#E T
Accounts payable: FETERIA -
Current — 9o days BNHi &= g0 H 20,342
91— 180 days 91% 180H 67
181 - 360 days 1812 360H 821
Over 360 days 360H A £ 107
21,337
Other payables, accruals and H b RS FE - FEETRIA
deposits received e Wik s 54,760

76,097




31 December 2004

R-ZZNFE+=—A=+—H

AEBERBEBLEREEREREEHE
RETHAZERE -HBEFHU/RF -

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

R-ZZEZWF+-_A=+—H REME
HERBABEHREERONREBER

At 31 December 2004, the total future minimum lease
payments under the hire purchase arrangement and its

present value were as follows:

HBEWT

2003 2003
ZEE=F ZEE=F
HK$’ 000 HK$’ 000
TEL TEL
Amounts payable: ENEHE :
Within one year —FR = -
In the second year E-E - -
In the third to fifth years, E-EFRE
inclusive (BREERME) = -
Total minimum hire purchase HEANREESR
contract payments ok = =
Future finance charges ARBEER =
Total net hire purchase contract ~ fHEE A #IfE
payable HIBFSE =

Portion classified as current

liabilities

Long term portion

JfEREAR
Z EBin

REABH
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The movement in deferred tax liabilities during the year is as FAZRLEREGEZEHNOT ¢
follows:
Group £2
2003
—ET=F
HK$’000
FET
At 1 January Kn—H—H 2,496
Deferred tax credited to the profit FARBRBELAZELERIE -
and loss account during the year, BREABEBNGH LM
including a charge of HK$234,000 FEMBYPEE_TET=F
for the year ended 31 December +ZA=+—HLEFE
2003 due to the effect of Z 234,00078 7T T 18 7 H
an increase in Hong Kong (Bt sE12)
profits tax rate (note 12) (768)
At 31 December R+=—A=+—8H 1,728
The Group has tax losses arising in Hong Kong of REBREBE L 2 I5E 18 A81,258,000
HK$81,258,000 (2003: HK$80,734,000) that are available BIL(ZZFZ=F : 80,734,000/ J0) ' A]
indefinitely for offsetting against future taxable profits of the ERAAUKBEEEZSEBE AR ZA
companies in which the losses arose. Deferred tax assets RIERBUEH  BRZEBEIIREARD
have not been recognised in respect of these losses as they E—BEEZWNBAREL  s(TEHTE
have arisen in subsidiaries that have been loss-making for e S FE R T A A] BRI S sz SR IS e
some time or it is not considered probable that taxable profits W AR ERRBECHIBEE -
will be available against which such tax losses can be
utilised.
There are no income tax consequences attaching to the AR A 1A BB IR A5 2 1% S 3 48 B A A {e] By

payment of dividends by the Company to its shareholders. SHER -
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Authorised: JATE
3,000,000,000 (2003: 3,000,000,000) 3,000,000,000/% (=T Z
ordinary shares of HK$0.10 each 3,000,000,000% ) & i%
H B o0.10/8 T 2 & B
Issued and fully paid: BEEITRER
216,672,884 (2003: 216,621,884) 216,672,884 (ZTEZ = F
ordinary shares of HK$0.10 each 216,621,8841%) & %
H B o0.10/8 T 2 & B

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

Year ended 31 December 2004

()  The subscription rights attaching to 51,000 share options
were exercised at the subscription price of HK$1.50 per
share (note 29), resulting in the issue of 51,000 ordinary
shares of the Company of HK$0.10 each for a total cash
consideration, before expenses, of approximately
HK$77,000.

Year ended 31 December 2003

(i)  The subscription rights attaching to 2,790,000 share
options were exercised at the subscription price of
HK$o0.15 per share, 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.

(i) Pursuant to certain special resolutions passed at a
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:

=4

300,000

21,662

FARLFEZBRAZHMT

oS

0]

oS

(i)

(i)

—EEMEF A=+ —AIFR

B #552 51,0000% BB A% 1 2 REEHEE 1%
F%1.508 7T 2 REBETTE (FisE29) -
BN F)EETT51,0000% B HEEHo.10
B2 EER - WESRKRRESNRE
(¥ B& 7 X A1) #977,000/8 7T ©

—FEFE=Fr _A=1T—HIFE

B #5158 2,790,0000% FE AR 4 2 FREBEHEE,
ZERo.15B T 2 REEITHE - HI
2517 KX R) 2,790,0000% & A% E {Ho0.10
BrocElk  WESRRSNKE
(BRI SZAT) 49 418,000/ JT ©

BRER=ZZTEZE=F+=-F=+NH
BOARBRRFIAS BB
ETHMAZRENRFABBBLE
FERABR R _ZTE=F+_-A4
—t+HET-ERAEA(RAE
Al - PR (ERedE) T3IEHE :
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@

(b)

©

a reduction of the nominal value of each issued
ordinary share of the Company from HK$o0.10 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;

a share consolidation of every 10 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

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.

A summary of the transactions during the current and the

@

(b)

©

EIHEREETROZE
B AN 0.0978 TLHE AR B
REBTL BB 2EER
0.1078 TCAIE = 0.00/8 7T ([B%
ANEIR]) ¢ SRR A E R AT
B4 2 # BR#9194,960,00078
TLRHEIR AR B 2 B5HE

18

EITROEG - §EX@FT
itz SRR E{Eo.o B THE
RN ETREHAE K
FHRHE Eo.10/8 T Z A HHI%
m (&) &

HER-_ET=FANA=T
HEt ARRRIRMDBRER 2
BENIE - WEMEEZ#E
8R#9293,094,00078 TR
HAR R RETEE ([R5 %=
BHEIR]) o

ERRAEAZE— S FBIRHRAQF]
R-_EE=F+_ARBETIEZEX -

ARBREAR LFECETRAESHE

prior years with reference to the above movements in the Mz SHumT :
Company’s issued share capital is as follows:
Notes
it
HK$’000 HK$’000 HK$’000
TET TET THET
At 1January 2003 RZZEE=F—-Hf—H 2,163,428,848 216,343 293,094 509,437
Share options exercised 217 {# & [ 2 28(ii) 2,790,000 279 139 418
Capital Reduction R A BIR 28(i) @) = (194,960) = (194,960)
Share Consolidation BRin & bt 28(ii)(b) (1,949,596,964) - - -
Share Premium Reduction % {734 8 Bl 5 28(ii) (0 = - (293,094) (293,094)
At31December 2003and R-ZEE=%+=-F
1January 2004 “+—HBRZZZQWE
—HF—H 216,621,884 21,662 139 21,801
Share options exercised £ 17 {5 & i #2 28() 51,000 5 72 77
At 31 December 2004 RZZZENF+=_A=+—H 216,672,884 21,667 211 21,878
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Details of the Company’s share incentive plan and the share
options issued under the share incentive plan are included in
note 29 to the financial statements.

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.

No warrant has been exercised since its issuance. At the
balance sheet date, the Company had 43,324,376 warrants
outstanding. The exercise in full of such warrants would,
under the present capital structure of the Company, result in
the issue of 43,324,376 additional ordinary shares of the
Company of HK$o.10 each and additional share capital of
approximately HK$4,332,438 and share premium of
approximately HK$103,978,502.

ARAZ Bt RE A 8 RAR BB R 1) 82
Bt 81817 2 B R s M 2 ©

RER-_ZEZE="F+-_A=-+NLBBAZ
TRRBER BN _ZEE=F+_H=+
NBRIBRREM e RREFERARE R
&% (& PFR% (0 18) AT & B — (DAL FIFRRR AERE -
EYR_ZTNEFE-RA+=ZHEA
43,324,376 RIRTEE - FEAGHE —
7D R AE 3B A IR RARE B AR 2.50%8 7T (ZAIA
REIMHRAFAE) R -_ZZTWF— A
+NBAE—ZT+F— A +=HHPHERE
NN A — I E B o0.10/8 7T 2 Ei@AL -

BERIE BN B TR EITE - WEEH -

R EVE 43,324,37610 M AR TR RAAERE o

RBEARRRER 2 ERERE  WZERIK
EEE2HITEEERA R EINEIT
43,324,376 B I {Ho.10/8 70 L B AR R &
BEEINR AN 4 4,332,43878 7T R B0 i B 4
103,978,502/ JT °

In response to the amendment by The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on Chapter 17
“Share Option Schemes” of the Listing Rules in 2001, the
Company terminated its old share option scheme (the “Old
Scheme”) and then adopted a new share incentive plan (the
“Share Incentive Plan”) on 7 June 2002.

The Old Scheme was expired on 5 July 2003 and all of the
outstanding unexercised share options ceased to be
exercisable and were lapsed.

Pursuant to the Share Incentive Plan, the board of directors of
the Company may, at their 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 on 7 June 2002 (the “Adoption Date”)
and, unless otherwise cancelled or amended, will remain in
force for 10 years from that date.

AEEBMERXZMARRR ([BFAT])
R-ZBZE-—FEITLTRAUNF7EER
R El - ARERIEEEBRERE (T8
AEDINR -_FZ_FXRALARA—IA
¥t SRR A S (TRt B R 8)) -

ESER _ZE=FtARBHEREM
A BITERMRTRZBRES AR
TREIERK

RIBR D RE)ETE - ARBEEEA T
BEBFETAER RITEFHIFNTE
= (BRBIFNTES)  RRAR B
- BREMRTRIRE 2 H A ERA
EERBEEZAL  FREBHRIRERSE
BAKBRBERMELZER - Iifn &
Bt EBIERN — T2 - FXALRA (FRAWE D
B E RIS - MERIEIR D) R ET 81
TTRESHEIER] - BRIK A% A B T4
NE X -
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The total number of 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 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 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; (ii) 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 Share Incentive Plan are also set out in a circular of the
Company dated 22 May 2002.

There were no share options granted under the Share
Incentive Plan during the year (2003: Nil).

AEARRBBREFLIAE - RIFRND B
AEIRE 2 BEE (T RED RRBRE)
g Rz RN % - NSEBBARENER
MBBEBETIRM 210% ° BRIEMBRRAE
BSECORIE - BRINEH BATEA+ =
EAHE S4ER2EERTRERER
DRI T 2 BRI R D 8
TEEEARANEEB D BTN Z21% -

ARARTRENRAEFTHOEEEXAR
SNAHKETZRBRER - AIESR
BHBREEY - IROBREZITES
HESEE @ ERETAER T EBBIR
MERETF -

BREZITEEHESETE  ETEER
T =%FFHmEeE  OFAaTBR A
B WBEEBHIEERESE BB
FrsR A AR EEAZ FHWTE : i)
FEHR (WEAREXB) BRFATSRAA
AT EAR 2 R TI(E o B BRI EIF R A
ARAR-_ET-_FRA-+-BREZA
BR o

FRLERE D REEHEIR LB RE (=

TZE=F &) -
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The following share options were outstanding under the FRRBAR 5 BB FT B 18 R 1T 2 S AR

Share Incentive Plan during the year: R

DirectorE 3

Brian Damian 0'Connor 200,000 - - 200,000 16-10-2002 1610-2003 0 150 N/A

15102007 Nl

Wong Tai Chun, Mark T X & 150,000 = = 150,000 16102002 16102003 f0 150 N/A

15102007 Nl
350,000 - - 350,000
Other employeesE 1B S
Inaggregate it 1,496,500 (51,000) (168,000) 1,277,500 16102002 1602003 t0 150 177
15402007
1,816,500 (51,000) (168,000) 1,627,500

* The vesting period of the share options is from the date of the J ERkEs GBI ABAEE A BRETEH
grant until the commencement of the exercise period. FAmBALE °

**  The price of the Company’s shares disclosed as at the date of = RIEREETEBHEMEE CARRR
the exercise of the share options is the weighted average of MEE + THLABE R FT U T (B 2 hn4E 5
the Stock Exchange closing prices over all of the exercises of R EEHESRE 2 BRE 21T
options within the disclosure line. FTEGE -

# The exercise price of the share options is subject to adjustment G ERETEESEEEITHAR - BT
in the case of rights or bonus issues, or other similar changes f& sk A8 A B AR AN fR HE b 2B B2k & i T A
in the Company’s share capital. HE

The share options granted are exercisable in accordance with R BRERRR S BB R FTE 2

the terms and restrictions contained in the respective offer IR R PR 7T o

letters.

At 31 December 2004, the Company had 1,627,500 outstanding RZBEZWMF+-_A=+—H ' xQA%E

share options under the Share Incentive Plan, which B 17 82 Eh 51 2 T 5 1,627,50017 & A1 TIEBE

represented approximately 0.75% of the Company’s shares in B#E R ARREBZERITRAA
issue as at that date. The exercise in full of the outstanding 0.75% ° AR BIIRITRALE - WK
share options would, under the present capital structure of TEzEREE2ETEREERART

the Company, result in the issue of 1,627,500 additional FEHNEE 1T 1,627,500k AR E Ho.10/6 T 2

ordinary shares of the Company of HK$0.10 each, additional TR RES (F0BR B 1TH X AT) BBIMNR AN

share capital of approximately HK$162,750 and share premium #9162,7507% 7T & % 17 4 (B 49 2,278,500/

of approximately HK$ 2,278,500 (before issue expenses). JT ©
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Group &=
Notes HK$ 000 HK$'000 HK$'000 HK$'000
i3k FEL TEL TAT TAT
At 1January 2003 R-FE=%-8-A 293,094 524,063 (950,527) (133,370)
Share options exercised B RERE 28(ii) 139 - - 139
Capital Reduction R AE A 28(iii)a) = - 194,960 194,960
Share Premium Reduction R & EENA 28(ii) ¢) (293,094) = 293,094 -
Transfer of reserve* EREE = (524,063) 524,063 -
Net profit for the year RER Z@ il = = 24,439 24,439
Proposed final 2003 dividend B =ZZ=FRHR 2 14 = = (4,874) (4,874)
At 31 December 2003 and RZZEE=F+-A=1+-BE 139 - 81,155 81,204
1January 2004 “ZTME-A-H
Share options exercised BATE R R E 28() 72 - - 72
Net profit for the year REEHF - - 45,018 45,018
Interim dividend i Hﬁﬂﬁ 5 = = (2,167) (2,67)
Proposed final 2004 dividend B =ZEREXER S 14 = = (3:250) (3:250)
At 31 December 2004 “ETNE+-A=+-H 211 = 120,756 120,967
Reserves retained by/ mTRBRE/
(accumulated in): (B3 HE
Company and subsidiaries AR R KK B A 211 = 120,763 120,974
Jointly-controlled entities HEEH A = = (7) (7)
At 31 December 2004 RZZENE+-A=1—H 211 = 120,756 120,967
Reserves retained by: N e
Company and subsidiaries ~ AA A RHBA A 139 - 81,155 81,294
Jointly-controlled entity HEEH P = = - -
At 31 December 2003 RZEE=F+-A=1—H 139 - 81,155 81,294

The contributed surplus of the Group originally represented
the amount transferred from the share premium account.

* During the prior year, the Group applied the entire balance of
its consolidated contributed surplus of HK$524,063,000 to set
off against the accumulated losses.

REE 2 B BRIR S 4 B AR
2B -

& FFER  AEEZ2EBBAESZEAA
& #2524,063,00078 7T A K 85 R EHES 18 -
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Company NG

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

izt T T T T
At1anuary 2003 N-EE=4-F-H 293,094 503,518 (396,600) 400,012
Share options exercised BITEERE 28(ii) 139 - - 139
Capital Reduction R 28(3ii)(a) = - 194,960 194,960
Share Premium Reduction B {71 B Al 28(i)(¢) (293,094) - 293,094 -
Transfer of reserve* SRR = (503,518) 503,518 -
Netloss for the year TEEFEE = = (31,820) (31,820)
Proposed final 2003 dividend  E#E -TT=F KRS - = (4,874) (4,874)
At 31 December 2003 and RZZE=F+-A=+-HR

1January 2004 “ZTNE-R—-H 139 = 558,278 558,417

Share options exercised BAfERE 28() 72 - - 72
Net profit for the year REE = = 16,705 16,705
Interim 2004 dividend “EERERHRE = = (2,167) (2,167)
Proposed final 2004 dividend @pﬁf SEMERBR = = (3:250) (3,250)
At 31 December 2004 ZEENETZA=1+—H 211 = 569,566 560,777

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 Companies Act 1981 of Bermuda (as amended), the
contributed surplus is distributable to shareholders under
certain circumstances.

* During the prior year, 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 to set
off against the accumulated losses.

ARBZBABBRERBERRFTR N
N=FEBXALENAET2EBEM
IRBHBARCBETRAMBETZAR
AR 2 EEETEEHNB AR EEFE
MERZERE -

BRE-NN\—FARERRE BE) 2
RE > BARRAEETER T DK TR
% o

o FEEERA - *E?J%EA_-\,-\,fi‘?' )EI_
TNRBRAZEZTERER  AQ
%@))Fﬁﬁ%&)\ﬁﬁ%sog,sl&ooo%ﬁ%ﬁiﬁ
ZFTEE -
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@

Guarantees given in connection with

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

tenancy agreements entered into HEBZRED
by subsidiaries 2 R
Guarantees given to banks in KT B A 7 P
connection with banking facilities RITRE MIRTT
granted to subsidiaries fEH 2 R

(b)

As at 31 December 2004, 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$3,526,000 for the issuance of bank
guarantee letters (2003: HK$2,645,000).

On 10 August 2004, Quality HealthCare Medical Services
Limited (“QHMS”) and Quality HealthCare Medical
Centre Limited (“QHMC”), indirect subsidiaries of the
Company, were served with a writ attaching a statement
of claim by Asia Pacific Lasik Centre Limited claiming,
inter alia, damages of HK$900,000 for breaches of
contract on the parts of QHMS and QHMC. The case is
being defended and a cross action mounted. At this
early stage, having taken legal advice, the directors
take the view that no contingency arises for which a
provision is required to be made.

As at 31 December 2004, the Group was engaged in
other litigation and claims which have not been
disclosed in detail, as the possibility of an outflow of
resources embodying economic benefits is remote.

B ABMAILZ

@ NEER AR BERERNELD
B2 ABENLT

55,326

100,000

155,326

RZZEEMF+=—A=+—H BHARA
MIRTTIREERMIB FHB AR 2RITE
B2 E 43,526,000 T E AL BIRTT
BREK (ZEE=F : 2,645,000/8 L) °

b RZZEZTNFNAR+TH AR
Lﬁ%ﬁ$mﬁ$ BEEZIERN
AR REZRBEERAF ([QHMS])
FEREFEERY LAERA A
(TQHMC)) B REBFE - (H4 &
&) Z5RQHMS K QHMCHL 2 R & #91E
tt 900,000/ 7T 2 B5 (8 - NEEE 3t
I REEL BT REREF - Eiit
MPREE  KERZEERE &
ERBTEERAMNKREBBEEEM
BHEEELEE -

RZZEEWNF+_A=+—H K
El)‘ﬁxﬁ&ﬁi\m:ﬁ“\&Eﬁ% "B
RZEFARBREZFELETR
mZBRRE s #E BRI E
EFEE -
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(© 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$6,543,000 (2003:
HK$7,113,000) and HK$250,000 (2003: HK$164,000),
respectively, as at 31 December 2004, 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.

© AEBERARAFR-_ZTZTNEFEF—
A=+—BERBEGHREEE
T EEB KRR KRG © A& E K
RBE EZaNIARAEBEIA
6,543,000/8 L (ZEZ =4 : 7,113,000
7 7T) & 250,000/ T (Z T =4
164,000/870) ' #F 15 R TGRS M A
s[EERT] - AR ELERAAREE
EARRNE %% REEZEEEGD
FIRERBEE  FERETER
TRIEREREDRRBAREEMNE
o M EEKAEE c AAAER
BEBATAEERANEBREARD
AHEREAREER W RHZ
LA RE T 2 IR R o

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 2004, the Group and the Company had total
future minimum lease payments under non-cancellable
operating leases falling due as follows:

ERAEEA

AEBERELEHEOLHEREETER
P MAEMEREER - BEZY
EHERNTF—FERF -

RZZETEMF+_A=+—H ' RETA
B KERY - AEBRARFARIA
TFERXMNZARREESLBAT :

2003 2003

—ET=F —ET=F

HK$ 000 HK$ 000

F& T F& T

Within one year —F R 52,700 165
In the second to fifth years, F_ZAF

inclusive (BREEEMSE) 80,523 -

After five years hE% 2,127 -

135,350 165
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At the balance sheet date, neither the Group, nor the
Company had any significant capital commitments (2003:
Nil).

WEER  AEBRARBLEETAEAN
BAEE(CTT=F 1 8§) -

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 current
and the prior years:

(@ The Group had certain transactions with various indirect
wholly-owned subsidiaries of Sun Hung Kai & Co.
Limited, a substantial shareholder of the Company,
based on mutually agreed terms, pursuant to relevant
agreements dated 2 February 2004, for a term of one
year. Details of these transactions are set out on an
announcement of the Company dated 2 February 2004.

)} The Group paid insurance premiums of
approximately HK$3,400,000 (2003: HK$1,519,000)
to Sun Hung Kai Insurance Consultants Limited in
accordance with an insurance brokerage services
agreement dated 2 February 2004;

i)  The Group paid company secretarial services fees of
approximately HK$1,083,000 (2003: HK$433,000)
to Wineur Secretaries Limited in accordance with a
corporate secretarial services agreement dated 2
February 2004; and

iii)  The Group paid internal audit and compliance
consultancy services fee of approximately
HK$54,190 (2003: Nil) to SHK Consultancy
Services Limited in accordance with an internal
audit and compliance consultancy services
agreement dated 2 February 2004.

REERFAR EFEE T RRI B
MEHMIBOELRBELERBEATR
5

@ AEEENBEBRARGKAEE
ZRR) 2EZXEEEZENRBARIR
BEHHA—_ZTZTNE_A-HZEAE
BHEEE A ERTETE TR
S BE—F  ZEXZZ2FBE
REBPA—TTZNF_A-HZA
M e

) AEEREBHA-ZSTMF
Z A= B Z R IRTE 17
M S ERRER B R A R
1R E #3,400,000/8 7T (ZEE
=4 : 1,519,000/8 JT) :

i AEEREBEHA-_TTINF
“AZHZRARMERE T H
MEBWELRR QRN A
FNE R 1% & #91,083,00078 7T (=
T T =4 : 433,000870) ¢ N

il AEEREABHA-ZZTMNF
ZRAZHZRHEZRERE
1% B8 [ 1% 5% [7] SHK Consultancy
Services Limited £ 15 A 30 & 1%
TR R B AR M AR TS B H954,190
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Subsequent to the balance sheet date, on 7 February
2005, the Group entered into a new set of agreements
with the relevant parties to continue the services under
the above-mentioned agreements for a term of one year
commencing 1 February 2005, further details of which
are set out in an announcement of the Company dated
7 February 2005.

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

REER®R  AEER-_ZZTHEF
ZAtHBRBERTAAFIH R
NEE Fl B T 2R A=
STRFE-_A—HBEs  BH—F
FEHNARARHA-_TTRF
ZAEHZAM -

(b) ANEERN LFEHEEFRZES S
Women’s Health Centres International
Limited 2 #£[F& % A G 1815 € % R Z
HEZEFCERBZ —ERIE - A
21,107,000/ JT ©

On 24 January 2005, the Company announced a voluntary
conditional cash offer to be made by Sun Hung Kai
International Limited on behalf of the Company to repurchase
up to 21,667,288 ordinary shares of HK$0.10 each in the
issued share capital of the Company for HK$2.00 in cash per
share (the “Conditional Cash Offer”). If the Conditional Cash
Offer is accepted in full, the cost and the estimated related
expenses of the Conditional Cash Offer would be approximately
HK$44.7 million, which will be financed by internal resources
of the Group. The Conditional Cash Offer is conditional upon,
among other things, the approval of the independent
shareholders at the special general meeting to be held on 23
March 2005. Further details of the Conditional Cash Offer are
set out in a circular of the Company dated 3 March 2005.

R-ZZERFE—A-+WE  A2a=hH
FIBEEEBEBERARKBREARARRRL —
HERAGKGRSWERES  KREEKR
2.0078 7T [0 B 5% % 1% 21,667,288 AN A A B
AT A R B AR E Eo0.10/8 T 2 X i A% A
7 (B IEHFReKEEZR]) - MEKGR
cWEEREEEER - BEERSKE
BRZoARAREHFEBRI BN B
44,700,000/8 7T * WG LAREE 2 AEE R
T BRGReRBERAST(HPE
F)BYBRRR _—_EERF=_A=-+=H
BT WRFRIRE LHUER - FRIEE °
BB cWEER 2 E—PBENA
HA—TTHRFE=F=HZARATEEA °

The financial statements were approved and authorised for
issue by the board of directors on 22 March 2005.
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