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I am pleased to deliver to shareholders the annual report for 2004.
The results are encouraging and are a positive reflection of
management’s decision to focus on the consolidation and
development of the Group’s core businesses. | believe that a stable
base and a secure platform for future growth have both now been
secured.

Financial Review

0]

(i)

(ii)

Following the positive results recorded in 2003, the Group
delivered a net profit of HK$45.0 million in 2004, an
encouraging 84% increase compared to net profit of HK$24.4
million in 2003. Basic earnings per share for 2004 were HK20.8
cents compared to HK11.3 cents in 2003.

Turnover for the Group in 2004 increased by 6% to HK$788.3
million from HK$743.5 million in 2003.

Profit before tax was HK$53.9 million in 2004 compared to
HK$33.4 million in 2003. Both Quality HealthCare Medical
Services (“QHMS”) and Quality HealthCare Services (“QHS”)
continued to deliver a substantial improvement in operating
profit in 2004 compared to 2003. QHMS delivered a divisional
profit growth of 11% reaching HK$55.8 million in 2004.
Divisional profit for QHS was HK$6.1 million, an increase of 58%
over the prior year.

Finance costs of the Group decreased from HK$1.4 million in 2003
to HK$0.1 million as a result of the reduction in bank borrowings.
As at 31 December 2004, the only outstanding borrowing of the
Group was an obligation under a hire purchase contract of
approximately HK$22,000.
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Net cash inflow from operating activities for the year was HK$74.5
million (2003: HK$46.5 million). Cash and bank balances at 31
December 2004 were HK$115.8 million (2003: HK$59.0 million). The
Group achieved a positive net cash position at 31 December 2004
of HK$115.7 million (2003: HK$51.0 million).

Net assets at 31 December 2004 increased to HK$145.9 million from
HK$107.8 million at 31 December 2003.

Operations

Quality HealthCare Medical Services (“QHMS”)

In 2004, QHMS achieved a growth in divisional profit of 11% with a
growth of 8% in revenue compared to 2003. The improved
performance was a combined result of continued cost control, an
expansion in coverage and services, and an increase in private
paying clients. In addition to the increase in out-patient care, an
increase in in-patient care service by QHMS was recorded. QHMS
has also expanded its third party administration business handling
medical claims management for corporate and insurance clients.

QHMS further affirmed its focus on increased specialist coverage
with the opening of the Quality Women’s Health and Reproductive
Medicine Centre during the year. This service represents another
addition to the Group’s range of life enhancement services. The
centre offers assessment and treatment for individuals with
subfertility issues and is also a one stop centre for women’s health
conditions. QHMS will continue to expand its network of general
practitioners complemented by an extension of its specialist
network and hospital network to support the general practitioner
network.

The Group’s training program enhanced in accordance with its policy
of continually improving efficiency and service standards and further
expansion and development is being planned.

The Group’s IT platform is continually being reviewed and improved
to enable improved service to patients and more efficient claim
processing.

REEREERFHELRAR74,500,00087C (ZFE
=4 1 46,500,000/87L) ° —EENFF+ A =+—H
He RIRITAEEF115,800,0008 0 (CTZ =4 ¢
59,000,000/87L) ° AEER —ZEENF+-_A=+—
HER18HIB & 48R 115,700,000B8 T (Z BT =4 ¢

51,000,000/87C) °

RTINS+ A=t -HNFEAER _TE=F1+_

A =+—H107,800,0008 7T 11 % 145,900,000/8 7T ©

F5%

S RERRK

R-TTNF - SREFRENDEEN REAR—F
Z=FNHIERN1% 8% © FHEEFINA - BAEER
B R IRGEE - URLANREFEMERSRAR
Z o ERERRE TERPIZRBT ARSI - (£
ARAE TSRS TR - SREFERGTCERE=EETEX
% REERRREFREERREEIE

FREFRGIE T < FRIBRERATERRTLRNE
WFR - E— PR EEMERRG < BE < IR
RAKE— RS [ EE R IR 5= — B - %
PLARPARM KD ERMRE AR » Y REK
fRFEREn — AR L - SRERRGSEERR
TRMBEENRS  MEREMERRGEE KBRS
ARAMER -

AR EFA—EFERERE RRGEZMNBER - o
BT WEBIESEII D EIFE - P ERRER -

AR B GERS RREEARIRTE - MBARHRER
BIRY  MERRMMEERRER -



Chairman’s Statement
FEHRE

Quality HealthCare Asia Limited
SREMERAR

QHMS is also committed to deliver positive responses to the service
requirements of its corporate customers. Accordingly new lines of
services including Employee Assistance Programs and Occupational
Health and Safety Programs have been developed together with
more detailed medical data management systems to assist
corporations with improved understanding of healthcare trends and
requirements of their staff.

Quality HealthCare Services (“QHS”)

QHS delivered an increase of 58% in divisional profit in 2004
compared to the prior year with an increase in revenue of 14%.
Nursing experienced significant growth during 2004 in the demand
for private nurses in both public and private hospitals. The Division
has established a loyal group of nurses notwithstanding worldwide
nursing shortages. Dental has enjoyed growth in utilization of
general practitioner dental services as well as specialist dental care.
Staff training and continuous education have both been emphasized
as essential preparatory work for further growth. Physiotherapy has
achieved good results in 2004 with its network of centres widely
used by corporate clients and insurance clients. The addition of one
new centre and the expansion of two existing centres will enable
Physiotherapy to further diversify and expand its range of services
in the future.

Quality HealthCare Elderly Services (“QHES”)

The Division continues to deliver a positive operating cash flow and
Earnings Before Interest, Tax, Depreciation and Amortization
(“EBITDA”) in 2004. The elderly industry remains very competitive
with new operators entering the industry. QHES has focussed on
cost control including restructuring and consolidation resulting in
the closure of one site. QHES has also strengthened staff
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performance through training and identification of clear objectives.
Management will now focus on marketing strategies and other
initiatives with the objective of increased occupancy levels with high
standards of service designed to achieve further improvement in
returns to shareholders.

The Group was awarded “Superbrands Hong Kong 2004” by an
independent Superbrands Council during the year in recognition of
its well respected brand name.

Growth and Development Initiatives

The Group has established a sound platform for growth. Our policy
is to firstly pursue growth through further development of our core
businesses. This objective will be approached from the perspective
of initially undertaking further research and analysis of the
requirements of corporate clients and subsequently devoting
financial and human resources to the profitable servicing of such
requirements. The Group will also continue to develop its specialist
medical network and its relationship with private hospitals. Again
we will continue expansion of our medical centre network where
appropriate. A major objective is to increase the attractiveness of
our services to private patients.

We also understand that organic growth will need to be
supplemented with acquisitions where appropriate and the
development of new ventures. The Group will continue to search
for appropriate opportunities both within Hong Kong and China,
Macau, and elsewhere. We will however apply strict guidelines and
rigorous analysis to any such opportunities before any commitment.

Public Sector Opportunities

The Group is pleased to observe the progressive indications from
the Hospital Authority in regard to public private initiatives. Quality
HealthCare is well positioned with our experience and market share
in the healthcare industry to be one of the partners for the Hospital
Authority and the Hong Kong Government in improving the
healthcare industry in Hong Kong and to support the Government
in any initiatives it may wish to pursue in both reducing costs and
providing improved quality of service.
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People

The Group is proud to congratulate the 76 staff who were awarded
Long Service Awards for 10 years, 15 years, 20 years and 25 years
of service, and the 6 awardees for Service from the Heart Awards.
The Group recognizes that its loyal staff are one of its principal
assets. We will continue to strive to provide our staff with a safe
and attractive working environment, a rewarding career path and
enhanced development of personal skills through continuing
attention to training programs and development of excellence. We
will also continue to enhance our Occupational Health and Safety
standards for the betterment of our staff and through them our
patients and clients.

Dividend Policy

The Board has recommended a final dividend of HK1.5 cents per
share. This proposed final dividend, together with the 2004 interim
dividend paid of HK1.0 cent per share, represents an approximately
11% increase in total dividend for the year over the preceding year
and was declared as a further benefit to shareholders in addition
to the benefit of the share repurchase recently announced. The
Board will continue to adopt an ongoing dividend policy which it
considers appropriate to the Company’s overall financial position.

Community Obligations

In 2004, the Group participated in a number of community projects.
These included the raising of donation for the Hong Kong Society
for the Deaf through Operation Santa Claus, participation in Walk
Up Jardine House, and the raising of donations towards Children’s
Heart Foundation. A number of our staff enrolled as Corporate
Mental Health Ambassadors organized by New Life Psychiatric
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Rehabilitation Association, and we are pleased to have had the
opportunity to set up a scholarship for participants of the
HealthCare Assistant Diploma Program organized by the Hong Kong
Institute of Vocational Education of Vocational Training Council. The
Group was awarded “Caring Company 2004/5” by the Hong Kong
Council of Social Service.

We will continue these initiatives in the future.

Share Repurchase

On 24 January 2005, the Company announced a share repurchase
of up to 10% of its outstanding shares at HK$2.00 per share. The
share repurchase is conditional upon, among other things, the
approval of the independent shareholders at the special general
meeting to be held on 23 March 2005. Details of the share
repurchase are set out in a circular of the Company dated 3 March
2005. This initiative was undertaken to enable those shareholders
who may have a need to dispose their shares to do so at a premium
to the market existing prior to the announcement whilst also
permitting those shareholders who wish to continue to hold shares
to participate in an increased percentage of the Company’s future
growth. The major shareholder, a subsidiary of Sun Hung Kai & Co.
Limited undertook not to accept the offer demonstrating its
continued support.

Outlook

I mentioned earlier that I believe that the Group has secured a secure
base and a stable platform for future growth. We perceive that we
can achieve further cost reduction in due course with enhancement
of our IT systems. We also have present opportunities to exploit
organic growth and to enhance our portfolio of services. The Hong
Kong economy is improving and we are optimistic regarding the
future outlook for the Group.

We are fortunate to enjoy the services of a stable, loyal and
experienced group of staff. | would like to express the Group’s
appreciation for their contribution to our present success and I look
forward to their continued support.
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We will maintain our policy of providing firstly, excellence in the
quality of services offered to patients and clients, and secondly an
attractive and rewarding work environment for staff, thereby
generating profitable returns for shareholders. Finally, as a major

healthcare administrator and provider in Hong Kong, we will remain
cognizant of our obligations to the general Hong Kong community.

| would like to note that Mr. Brian O’Connor has, because of business
and personal commitments in the United Kingdom, decided not to
seek re-election as a non-executive director at the forthcoming
annual general meeting. Mr. Brian O’Connor was responsible for
the formation of the Group and was Executive Chairman until he
became a non-executive director of the Company on 17 December
2002. | would like to express, on behalf of the Company, our
appreciation to Mr. Brian O’Connor for his foresight, dedication and
effort in the development of the Company. He has continued to
provide assistance and advice whenever necessary and | personally
appreciate all his efforts. We would like to express our very best
wishes to Mr. O’Connor and his family on their return to the United
Kingdom.

In conclusion I would like to thank my fellow directors, our affiliated

doctors, our professional advisors and finally our shareholders for
their support during the year.

Arthur George Dew
Executive Chairman

Hong Kong, 22 March 2005
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