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Chairman’s Statement

N2

I am pleased to deliver to the shareholders the Company’s annual report
for 2005. The focused efforts of the management team has enabled the
Company to utilise its established stable base to deliver continued growth

in all three of the Group’s core businesses in 2005.

Financial Review

(1)  The Group delivered a net profit of HK$56.1 million in 2005, a
25% increase compared to net profit of HK$45.0 million in 2004.
Basic earnings per share for 2005 were HK27.9 cents compared to
HK20.8 cents in 2004.

(i)  Turnover for the Group in 2005 increased by 4% to HK$822.8
million from HK$788.3 million in 2004.
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(iii)  Profit before tax was HK$66.4 million in 2005 compared to
HK$53.9 million in 2004. All of the three core businesses
demonstrated significant improvement in operating profit in 2005
compared to 2004. Quality HealthCare Medical Services
(“QHMS?”) delivered divisional profit growth of 11% reaching
HK$61.7 million in 2005, and Quality HealthCare Services
(“QHS”) delivered divisional profit growth of 24% reaching
HKS$7.6 million. Divisional profit for Quality HealthCare Elderly
Services (“QHES”) was HK$4.4 million, a significant turnaround

from a loss in the prior year.

Finance costs of the Group decreased from HK$0.1 million in 2004 to
HK$1,000 as the Group only utilised minimal borrowings during the
year. As at 31 December 2005, the only outstanding borrowing of the
Group was an obligation under a hire purchase contract of approximately
HK$18,000.
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Net cash inflow from operating activities for the year was HK$66.2 million
(2004: HK$74.5 million). Cash and bank balances at 31 December 2005
were HK$116.6 million (2004: HK$115.8 million).

Net assets at 31 December 2005 increased to HK$150.3 million from
HK$145.9 million at 31 December 2004.

Operations

Quality HealthCare Medical Services

In 2005, QHMS achieved growth in divisional profit of 11% with growth
of 4% in revenue compared to 2004. The continued growth has resulted
from enhanced efficiency and strategic expansion of the business units,
as well as further development of new areas of competency and services.
Visits from contract clients and private paying clients both increased in
2005, and there was overall growth in the total number of corporate
clients served by QHMS. Notwithstanding this growth and the increase
in patient visits in 2005, the average number of complaints per month
declined by 30%.

Major resources were directed towards renovation and upgrading of some
of the key QHMS medical centres, including the flagship centre at Prince’s
Building. The purposes of the renovation were to upgrade the facilities,
enhance the operational efficiency and improve the ambience of the

centres in order to deliver a better experience for our clients.

The challenges of cost effectiveness, patient numbers and personal service
necessitate innovation in meeting patient expectations. Accordingly, our
24-hour Medical Call Centre was restructured to deliver higher quality
services ranging from enquiries, appointment booking, emergency
assistance and counseling. Over 90% of the call centre staff received Call
Centre Professional Certification, and the centre was awarded the “People
Site Certification” from the Asia Pacific Customer Service Consortium.
Additional services such as preventive care, travel and wellness, vision
care and employee assistance will be strengthened and restructured for

better delivery.
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Training and development of staff remained a key management initiative
directed towards enhancing service quality and operational efficiency. In
addition to the continuous training programs provided by the Human
Resources and Training team, consultants were engaged to provide service
training for the frontline supervisory staff and management training for
the head office executives to facilitate personal and professional
development and to instill a positive mindset and a learning culture in
the Group. Over 90 classes of clinical training were arranged for the
frontline staff in 2005 focusing on occupational health and safety

knowledge and first aid techniques.

Continual process review for frontline and back office procedures was
utilised to analytically define, assess performance and to introduce changes
to improve performance. System enhancement was undertaken to support
these changes and to broaden capabilities including third party

administration and scheme management.

Quality HealthCare Services

QHS delivered an increase of 24% in divisional profit in 2005 compared
to the prior year with an increase in revenue of 20%. Nursing Agency
continued to deliver significant growth in 2005 as a result of the substantial
demand from clients in private hospitals in need of private nursing service.
There was also solid growth in the provision of relief staff for private
hospitals and elderly homes. Dental saw steady growth in private and
corporate revenue. Specialists’ services including orthodontic and
paedodontic services were expanded and introduced to the Kowloon and
New Territories areas. Physiotherapy continued to expand its core network
with the addition of a new centre in the New Territories North and a
staff physiotherapy centre in Chek Lap Kok. Our physiotherapists
delivered over 130 health talks and ergonomics workshops to various
corporate clients and insurance companies to promote proper spinal care

and healthy work posture.
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Quality HealthCare Elderly Services

QHES delivered a divisional profit in 2005 compared to a loss in the
prior year despite a slight drop of 2% in revenue. The successful
turnaround was a result of focused marketing, staff training and strategic
directions including the conversion of open wards into private rooms to
suit the needs of the market. The management team worked closely with
the home managers to maintain the occupancy of each home at a
satisfactory level and regular feedback was obtained from medical doctors
and nurses at different units of the Hospital Authority for any

improvement suggestions.

Growth and Development Initiatives

The Group has established a sound basis for providing quality services to
our clients. Our goal is to continue to be the preferred healthcare partner
for corporates, insurance companies and the community of Hong Kong.
To achieve this goal, we must establish and maintain long-term customer
relationships through understanding our clients’ changing needs and we
must provide services which will increase customer loyalty and satisfaction.
Where appropriate we will continue to expand our medical centre network

to reach our private patients.

We will continue to invest in people training, process reengineering and
technology in order to upgrade the Company’s capabilities and service
standards and to increase operational efficiency at both front end and
back office levels. We aim to enhance productivity at all levels through
quantifiable and measurable indicators with a clear strategy laid down
for each business unit. Different tactics will be applied for enlarging our
market share in primary care, third party administration, and consumer

services.
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The Group will continue to search for appropriate opportunities within
Hong Kong, China, and elsewhere. New ventures and potential
acquisitions will be stringently analysed following strict guidelines before

any commitment.

Public Sector Opportunities

The Group is pleased to observe the continued initiatives from the
Hospital Authority and the Hong Kong Government to bridge service
gaps through pilot programs with private sector partners and professional
bodies. Quality HealthCare will continue to support these initiatives

which allow for more flexibility and better access for the public to required

healthcare services.

People

The Company is proud to congratulate the 34 awardees for Long Service
Awards for 10 years, 15 years, 20 years and 30 years of service, and the 12
awardees for being Service Champions. Through internal measurements
and grading from our clients, seven of our medical and dental centres
were awarded as Centres of Excellence, while four centres received Centre
Service Improvement Awards in recognition of their efforts to make

positive changes to meet the needs of our clients.

The perseverance, loyalty and professionalism of our staff marked our
success as a company in this people-focused industry. We will continue
to dedicate resources towards employee services to cultivate a positive
outlook and a strong sense of belonging for our staff. We value the building
of long-term relationships with our staff, and will continue to provide
training opportunities and career and personal development opportunities

for them.
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Dividend policy

The Board has recommended a final dividend of HK3.25 cents per share.
This proposed final dividend, together with the 2005 interim dividend
paid of HK2.5 cents per share, represents a total dividend for the year
2005 of HK5.75 cents per share (2004: HK2.5 cents). The Board will
continue to adopt an ongoing dividend policy, which it considers

appropriate to the Company’s overall financial position.

Community obligations

In 2005, the Group participated in a number of community projects,
including raising HK$100,000 for the Children’s Heart Foundation
through Operation Santa Claus, participation in Walk Up Jardine House,
and participation in Walk for Millions organised by the Community
Chest. Our 71 colleagues and their relatives participated in the Heart-to-
Heart Charity Walk 2005 organised by the Children’s Heart Foundation
and raised HK$30,000, and donations were made to the Camp Hong
Kong 2005 Program organised by the English Language Institute in
China. We were pleased to be awarded “Caring Company 2005/6” by
the Hong Kong Council of Social Service.

We will continue these initiatives in the future.

Outlook

The Group has established a secure base as a major healthcare
administrator and provider in Hong Kong. We will continue to focus on
further improvement in our customer and patient service, enhanced
professionalism and cost control to remain competitive. We will continue
to empower our staff through our training programs as well as continue
the renovation and improvement of our medical centres and other facilities
to allow for further improvement in our service standards. In addition,
we will seek system enhancement and IT solutions to facilitate efficiency
in our operation, and to continue the expansion of our capabilities in
third party administration and other service capabilities in the areas of

medical advisory and case management services.
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The Group has now established a sound platform for growth, supported
by competent management and financial capacity. Accordingly, we will
now focus more directly on growth opportunities in the market place
including organic growth and acquisitions that may meet our criteria

and complement our service profile.

We have enjoyed a successful year. This has been a collective result secured
through the dedication, loyalty and professionalism of our staff. I would
like to express the Group’s appreciation for their efforts in 2005 and I

look forward to their continued support.
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
Chairman

Hong Kong, 28 March 2006
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