The Directors have pleasure in presenting their report and the audited
financial statements of the Company and the Group for the year ended
31 December 2005.

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note 18
to the financial statements. There were no significant changes in the nature

of the Group’s principal activities during the year.

An analysis of the business segments of the Group during the year is set

out in note 4 to the financial statements.

The Group’s profit for the year ended 31 December 2005 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 57 to 136.

An interim dividend of HK2.5 cents per ordinary share was paid to
shareholders on 20 September 2005. The Directors recommend the
payment of a final dividend of HK3.25 cents per ordinary share in respect
of the year payable on 28 June 2006 to shareholders on the register of
members of the Company on 24 May 2006, making a total dividend for
the year 2005 of HK5.75 cents per ordinary share. This recommendation
has been incorporated in the financial statements as an allocation of

retained profits within the equity section of the balance sheet.
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A summary of the published results and assets and liabilities of the Group
for the last five financial years, as extracted from the audited financial
statements and reclassified/restated as appropriate, is set out below. This

summary does not form part of the audited financial statements.
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Year ended 31 December
BRETF-H=1+—HI4E

2005 2004 2003 2002 2001
ZRBHAE XTI BB AR DR BB AR
HK$000 HK$000 HK$000 HK$000 HK$000
T T T Tt TH#HIT

RESULTS ¥4
CONTINUING OPERATIONS #4845 75
REVENUE A 822,844 788,348 743,522 737,134 751,983
Profit/(loss) before tax BB i A1l (k518) 66,440 53,909 33,372 20,443 (68,429)
Tax BiIA (10,300) (8,891) (8,933) (5,600) (2,289)
PROFIT/(LOSS) FORTHE  AN4E #4805

YEAR FROM CONTINUING  %##],~ (k54)

OPERATIONS 56,140 45,018 24,439 14,843  (70,718)
DISCONTINUED OPERATIONS B % 1L &8 5%
Profit/(loss) for the year from AR EE RS

discontinued operations WA (18) - - - 24,167  (238,645)
PROFIT/(LOSS) AAEBEREA, (1)

FOR THE YEAR 56,140 45,018 24,439 39,010  (309,363)
Attributable to: JEAL

Equity holders of the Company AN B ARG N 56,140 45,018 24,439 54,144  (183,583)

Minority interests D BB R A - - - (15,134) (125,780)

56,140 45,018 24,439 39,010  (309,363)
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31 December
+=H=14+—H

2005 2004 2003 2002 2001

SRREE CFENE CFESE CFFE R R
HK$000 HK$000 HK$000 HK$000 HK$000
T Tt Tt TG T

ASSETS AND LIABILITIES %7 K £ 4%

Total assets B AR 262,335 254,707 222,559 279,719 303,935
Total liabilicies A fEAEEE 112,048 108,823 114,729 185,929 263,621
Equity attributable to equity AN B BAFA N

holders of the Company JREAG HE i 150,287 145,884 107,830 93,790 40,314
Total liabilities and equity AN FEAFFA A

attributable to equity holders JEA £ 7 K

of the Company HE £ KA AR 262,335

Details of movements in the property, plant and equipment of the Group

during the year are set out in note 14 to the financial statements.

The total donations made by the Group for charitable purposes during
the year amounted to approximately HK$24,000.

Details of movements in the Company’s share capital, warrants and share
options during the year, together with the reasons therefor, are set out in

notes 26 and 27 to the financial statements.

There are no provisions for pre-emptive rights under the Company’s bye-
laws or the laws of Bermuda which would oblige the Company to offer

new shares on a pro rata basis to the existing shareholders.
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The Company repurchased a total of 21,667,288 ordinary shares at a
price of HK$2.00 in cash per ordinary share pursuant to a general offer
made by Sun Hung Kai International Limited on behalf of the Company
to repurchase up to 21,667,288 ordinary shares which was completed in
April 2005 (the “Share Repurchase”). All the shares repurchased have
been cancelled accordingly. The total consideration paid by the Company
for the offer was approximately, after expenses, of HK$44,700,000 which

was financed by the internal resources of the Group.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s securities during
the year ended 31 December 2005.

Details of movements in the reserves of the Company and the Group
during the year are set out in note 28(b) to the financial statements and

in the consolidated statement of changes in equity, respectively.

As at 31 December 2005, the Company’s reserves available for
distribution, calculated in accordance with the Bermuda Companies Act
1981, amounted to HK$537,767,000, of which HK$6,348,000 has been
proposed as a final dividend for the year. In addition, the Company’s
share premium account, in the amount of HK$914,000, may be

distributed in the form of fully paid bonus shares.

The aggregate revenue and purchases attributable to the Group’s five
largest customers and suppliers, respectively, accounted for less than 30%

of the Group’s total revenue and purchases for the year.

None of the Directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any beneficial interest

in the Group’s five largest customers.
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The Directors of the Company during the year were:

Arthur George Dew (Chairman)
Dr. Lincoln Chee Wang Jin
Mark Wong Tai Chun

Richard Owen Pyvis (Deputy Chairman)
Brian Damian O’Connor (retired on 20 May 2005)

Li Chak Hung
Francis J. Chang Chu Fai
Carlisle Caldow Procter

Mr. Brian Damian O’Connor retired as a Non-Executive Director of the
Company at the annual general meeting of the Company held on 20
May 2005.

In accordance with the Company’s bye-law 87(1) and (2), Mr. Arthur
George Dew, Dr. Lincoln Chee Wang Jin and Mr. Richard Owen Pyvis
will retire by rotation at the forthcoming annual general meeting and,

being eligible, offer themselves for re-election.

None of the Directors proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract with the Company
which is not determinable by the Company within one year without

payment of compensation, other than statutory compensation.

Save as disclosed in note 32 to the financial statements, no Director had
a material interest in, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company or any

of its subsidiaries was a party during the year.
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As at 31 December 2005, the interests or short positions of the Directors
and chief executive of the Company in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ?)) as recorded in the register required to be kept by the Company
under Section 352 of the SFO were as follows:

Beneficial
Nature of interest in
Name of Director interest shares
By 2
WA B 23 P B AhE AR
(Note 1)
(Wzt1)
Mark Wong Tai Chun Personal 50,040
TR H[EPN
Notes:
1. Interests in the shares and underlying shares of equity derivatives are long
positions.

2. The interests include the holding of 135,000 share options, details of which
are disclosed in note 27 to the financial statements, and 10,170 underlying
shares attached to listed physically settled warrants. The listed physically settled
warrants (the “Warrants”) were issued on 12 January 2004 and are exercisable
at any time during the period from 14 January 2004 to 13 January 2007 at an
initial subscription price of HK$2.50 per share (subject to adjustment). On 10
May 2005, the subscription price of the Warrants was adjusted from HK$2.50
per share to HK$2.46 per share as a result of the Share Repurchase.

Save as disclosed above, as at 31 December 2005, neither the Directors
nor the chief executive of the Company had any interests or short positions
in any shares, underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers.
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Save as disclosed in the share option plan as set out in note 27 to the B F B S A B R 27 P B PR e 3 BT A TR AR R S
financial statements, at no time during the year were rights to acquire A > A R 2 A 2 BB R AR T 4l R
benefits by means of the acquisition of shares in or debentures of the T oA TR AT RER ) 8 A AR A ) 2 By el i 1 B A
Company granted to any Director or their respective spouses or minor FlEs o oAb > AL T EHAT ] B 28 IOl A 22 BT 22
children, or were any such rights exercised by them; or was the Company PE > fAAR LS F S TR H A 7 A B R G AR
or any of its subsidiaries a party to any arrangement to enable the Directors

to acquire such rights in any other body corporate.

So far as is known to the Directors of the Company, as at 31 December HAA RIS i = FERHAEF " A=ZF—H > R
2005, shareholders (other than Directors or chief executive of the PEAS A T i R S A LG 011 55 33 IR P AR Tl 2 B
Company) who had interests or short positions in the shares or underlying iz wsk » frA AL TGS B B O A R i 0K
shares of the Company which were recorded in the register required to BB (AN FER R EETHA BRI F

be kept by the Company pursuant to Section 336 of the SFO were as

follows:
Approximate
Interest in percentage
Name of Interest in underlying Total  of the issued
substantial shareholders shares held shares held interests  share capital Notes
it ZHiB e T BA
EX ) 'y £ Fit Z B by b4 B By i ik Hi A XBERT A Bk
(Note 1) (Notes 1 & 2)
(fat1) (HtaE1 %2)
Sun Hung Kai & Co. Limited (“SHK”) 67,188,357 12,544,632 79,732,989 40.82 3
WS EA IR A (DRI EE])
Allied Properties (H.K.) Limited 67,188,357 12,544,632 79,732,989 40.82 4
(“Allied Properties”)
B . (i) AT PR W (THe 5 3£ )
Allied Group Limited (“Allied Group”) 67,188,357 12,544,632 79,732,989 40.82 5
T B T A PR A ] ([R5 56 )
Lee and Lee Trust (“LL Trust”) 67,188,357 12,544,632 79,732,989 40.82 6
CLSA Capital Limited (“CLSA”) 34,156,666 6,943,333 41,099,999 21.04
CLSA BV 34,156,666 6,943,333 41,099,999 21.04 7
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Name of Interest in
substantial shareholders shares held
FEBOK A M Ft 2 B b s

(Note 1)

(Kf7E1)
Calyon Capital Markets (Asia) BV (“Calyon BV”) 34,156,666
Calyon Capital Markets International SASU 34,156,666

(“Calyon CM”)

Calyon SA 34,156,666
Credit Agricole S.A. (“Credit Agricole”) 34,156,666
SAS Rue la Boetie (“SAS”) 34,156,666
Arisaig Greater China Fund Limited (“Arisaig Fund”) 18,483,600
Arisaig Partners (Mauritius) Led (“Arisaig Mauritius”) 18,483,600
Lindsay William Ernest Cooper 18,483,600

Notes:

The interests stated above represent long positions.

These represent interests of the listed physically settled Warrants. The Warrants
were issued on 12 January 2004 and are exercisable at any time during the
period from 14 January 2004 to 13 January 2007 at an initial subscription
price of HK$2.50 per share (subject to adjustment). On 10 May 2005, the
subscription price of the Warrants was adjusted from HK$2.50 per share to
HK$2.46 per share as a result of the Share Repurchase.

The 67,188,357 shares and 12,544,632 underlying shares were held by Wah
Cheong Development (B.V.I.) Limited (“Wah Cheong”), a wholly-owned
subsidiary of SHK. SHK was therefore deemed to have an interest in the shares
and underlying shares in which Wah Cheong was interested.

Through AP Jade Limited and AP Emerald Limited, direct and indirect wholly-
owned subsidiaries of Allied Properties respectively, Allied Properties owned
approximately 74.99% interest in the issued share capital of SHK and was
therefore deemed to have an interest in the shares and underlying shares in
which SHK was interested.
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5. Allied Group owned approximately 74.93% interest in the issued share capital
of Allied Properties and was therefore deemed to have an interest in the shares

and underlying shares in which Allied Properties was interested.

6. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees
of LL Trust, being a discretionary trust. They together owned approximately
40.06% interest in the issued share capital of Allied Group and were therefore
deemed to have an interest in the shares and underlying shares in which Allied

Group was interested.

7. The 34,156,666 shares and 6,943,333 underlying shares were held by CLSA.
CLSA BV owned more than 33.33% interest in the issued share capital of
CLSA and was therefore deemed to have an interest in the shares and underlying
shares in which CLSA was interested.

8. Calyon BV owned more than 33.33% interest in the issued share capital of
CLSA BV and was therefore deemed to have an interest in the shares and
underlying shares in which CLSA BV was interested.

9. Calyon CM owned more than 33.33% interest in the issued share capital of
Calyon BV and was therefore deemed to have an interest in the shares and

underlying shares in which Calyon BV was interested.

10.  Calyon SA owned more than 33.33% interest in the issued share capital of
Calyon CM and was therefore deemed to have an interest in the shares and

underlying shares in which Calyon CM was interested.

11.  Credit Agricole owned more than 33.33% interest in the issued share capital of
Calyon SA and was therefore deemed to have an interest in the shares and

underlying shares in which Calyon SA was interested.

12.  SAS owned more than 33.33% interest in the issued share capital of Credit
Agricole and was therefore deemed to have an interest in the shares and

underlying shares in which Credit Agricole was interested.

13.  The 18,483,600 shares and 3,696,720 underlying shares were held by the Arisaig
Fund. Arisaig Mauritius is the investment manager of the Arisaig Fund and is
thereby deemed to have an interest in the shares and underlying shares in which
Arisaig Fund is interested.

14.  Mr. Lindsay William Ernest Cooper has an indirect 33% beneficial interest in
Arisaig Mauritius (the investment manager of the Arisaig Fund) and is thereby
deemed to have an interest in the shares and underlying shares in which Arisaig

Mauritius is interested.
Save as disclosed above, as at 31 December 2005, no short position were

recorded in the register required to be kept under Section 336 of the
SFO.
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As disclosed in the press announcement of the Company dated 7 February
2005, the Company entered into the following three agreements (the
“Agreements”) with certain subsidiaries of SHK, a controlling shareholder
and a connected person of the Company as defined under the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”), all on 7 February 2005:

An Insurance Brokerage Services Agreement was entered with Sun
Hung Kai Insurance Consultants Limited (“SHK Insurance”), an
indirect wholly-owned subsidiary of SHK, pursuant to which, SHK
Insurance would agree to provide packaged insurance brokerage
services to the Company and its subsidiaries (the “Group”) for a
term of one year commencing from 1 February 2005. SHK
Insurance would assist the Group in procuring insurance policies
to be taken out with third party insurers. The provision of such
services by SHK Insurance would be on SHK Insurance’s usual
terms for provision of the same services to an independent third
party and the premium for any insurance policy procured would
be the prevailing premium charged by SHK Insurance to an
independent third party when dealing at arm’s length having regard
to any other special circumstances such as arm’s length negotiated
volume discounts. The aggregate annual amount payable by the
Group under this agreement for the twelve-month period ended
31 January 2006 should not exceed the annual cap of
HK$6,000,000. The total amount of insurance premium paid to
SHK Insurance for the term of the agreement was approximately
HK$5,200,000.

A Corporate Secretarial Services Agreement was entered with
Wineur Secretaries Limited (“Wineur Secretaries”), an indirect
wholly-owned subsidiary of SHK, pursuant to which, Wineur
Secretaries would agree to provide the companies in the Group
with the services of a company secretary and with the corporate
secretarial services for a term of one year commencing from 1
February 2005. The services provided by Wineur Secretaries was
classified into two types, namely, routine services and non-routine
services. The retainer fee for the routine services was HK$863,000
per year and the service fee for the provision of non-routine services
would be agreed on an arm’s length basis separately for each task
having regard to the work involved. The aggregate annual amount
payable by the Group under this agreement for the twelve-month
period ended 31 January 2006 should not exceed the annual cap
of HK$1,340,000. The total amount paid to Wineur Secretaries,
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for both the routine and non-routine services together with related
disbursements, for the term of the agreement was approximately
HK$1,140,000.

An Internal Audit and Compliance Consultancy Services
Agreement was entered with SHK Consultancy Services Limited
(“SHKCS”), an indirect wholly-owned subsidiary of SHK, pursuant
to which SHKCS would agree to provide the companies in the
Group with internal audit and compliance consultancy services
for a term of one year commencing from 1 February 2005. The fee
for the services provided by SHKCS, charged on a time-cost basis,
was estimated to be around HK$250,000 per year. Furthermore,
the fee for any requested audit and compliance work would be
pre-estimated and agreed separately on an arm’s length basis in
view of the work involved. The aggregate annual amount payable
by the Group under this agreement for the twelve-month period
ended 31 January 2006 should not exceed the annual cap of
HK$250,000. The total amount of the internal audit and
compliance consultancy fee paid to SHKCS for the term of the
agreement was approximately HK$11,600.

The transactions contemplated under the Agreements constitute
continuing connected transactions of the Company (the “Continuing
Connected Transactions”) under Rule 14A.14 of the Listing Rules. Details
of the Continuing Connected Transactions were published in the
Company’s announcement dated 7 February 2005 and are included in
this Annual Report in accordance with the requirements of Rule 14A.34
of the Listing Rules.

Pursuant to Rule 14A.37 of the Listing Rules, the Independent Non-
Executive Directors of the Company, being Messrs. Li Chak Hung, Francis
J. Chang Chu Fai and Carlisle Caldow Procter, have reviewed the
Continuing Connected Transactions and confirmed that the Continuing

Connected Transactions were entered into:

(i)  in the ordinary and usual course of business of the Company;

(i)  on normal commercial terms; and

(iii) in accordance with the relevant Agreements governing them on

terms that were fair and reasonable and in the interests of the

shareholders of the Company as a whole.
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In the opinion of the Board of Directors, the Continuing Connected

Transactions have been entered into in the manners stated above.

Pursuant to Rule 14A.38 of the Listing Rules, the Board of Directors has
also received a letter from the Company’s auditors confirming that the

Continuing Connected Transactions:
(i)  have received the approval of the Company’s Board of Directors;

(i)  had been entered into in accordance with the relevant Agreements;

and

(iii) the aggregate amount of the fees paid or payable by the Group
under the Agreements have not exceeded the relevant annual caps
as disclosed in the Company’s announcement dated 7 February
2005.

The Continuing Connected Transactions also constitute related party
transactions of the Group during the year which are detailed in note 32
to the financial statements pursuant to the requirements under the Hong
Kong Accounting Standard 24 and falls under the definition of
“continuing connected transaction” in Chapter 14A of the Listing Rules.
The Company has complied with the disclosure requirements, where

appropriate, in accordance with Chapter 14A of the Listing Rules.

Subsequent to the balance sheet date, on 27 January 2006, the Company
entered into the new Insurance Brokerage Services Agreement, Corporate
Secretarial Services Agreement and Internal Audit and Compliance
Consultancy Services Agreement (the “New Agreements”) for a term of
one year commencing from 1 February 2006 on the same principal terms
as those of the Agreements. The annual caps for the transactions under
the New Agreements were set at HK$6,000,000, HK$1,600,000 and
HK$150,000 respectively. The Directors (including the Independent
Non-Executive Directors) are of the view that the New Agreements were
entered into, after arm’s length negotiations, on normal commercial terms
and that the terms of the New Agreements are fair and reasonable so far
as the sharcholders of the Company and the Company are concerned.
Further details of the New Agreements have been published in the press
announcement of the Company dated 27 January 2006.
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The Company is committed to maintaining a high standard of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the “Corporate Governance Report”
on pages 29 to 41.

Based on information that is publicly available to the Company and within
the knowledge of its Directors as at the date of this report, the Company

has maintained sufficient public float as required under the Listing Rules.

Ernst & Young retire and a resolution for their reappointment as auditors
of the Company will be proposed at the forthcoming annual general

meeting.

On behalf of the Board
Arthur George Dew

Chairman

Hong Kong, 28 March 2006

Quality HealthCare Asia Limited 5 fi: 5 {7 B 23 7] Annual Report 2005 “FZFLAFFH

A TIBCIHERRR T2 SN o ATBALATIT
SRR 2 B REEA AL BER  HURSE29 B EL2 [ %
BRI -

FEAHR L FIACS R AT MS 2 2 8 BRI R g e
PrRIZS: > A F EAERE BT BT 2 8 A -

LR G Rt AR ORI AR - A B AV A W)
B 2 PRl M B J A AR AE R LR o

HRIEH i
F
THE S



