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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Number of Offer Shares under : 259,200,000 Shares (comprising 216,000,000 new
the Share Offer Shares and 43,200,000 Sale Shares) (subject to
reallocation and the Over-allotment Option)
Number of Public Offer Shares : 25,920,000 Shares (subject to reallocation and
including 2,592,000 Employee Reserved Shares)
Number of Placing Shares : 233,280,000 Shares (comprising 190,080,000 new
Shares and 43,200,000 Sale Shares subject to
reallocation and the Over-allotment Option)
Offer Price : not more than HK$0.69 per Offer Share (payable in
full on application in Hong Kong dollars, subject
to refund, plus brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange trading fee
of 0.005%)
Nominal value : HKS$0.01 per Share
Stock code : 1989
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies in Hong Kong and Available for
Inspection” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance. The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of
this prospectus or any other document referred to above.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold,
pledged or transferred within the United States, or for the account or benefit of U.S. persons, except that Offer Shares may be offered, sold or delivered outside the
United States in offshore transactions in accordance with Regulation S.

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and our Company (for ourselves
and on behalf of the Selling Shareholder) on the Price Determination Date. The Price Determination Date is expected to be on Thursday, 9 February 2017 and, in any
event, not later than Monday, 13 February 2017. The Offer Price will be not more than HK$0.69 and is currently expected to be not less than HK$0.63 unless otherwise
announced. Applicants for Public Offer Shares are required to pay, on application, the maximum Offer Price of HK$0.69 for each Share together with a brokerage fee of
1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005% subject to refund if the Offer Price as finally determined should be lower than HK$0.69. If,
for any reason, the Offer Price is not agreed between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and our Company (for ourselves and on
behalf of the Selling Shareholder), the Share Offer will not proceed and will lapse.

Prior to making an investment decision, prospective investors should carefully consider all of the information set forth in this prospectus, including the risk factors set
forth in “Risk Factors” in this prospectus.

The Sole Global Coordinator (for itself and on behalf of the Underwriters) may, with the consent of our Company (for ourselves and on behalf of the Selling
Shareholder), reduce the number of Offer Shares in the Share Offer and/or the indicative Offer Price Range below that stated in this prospectus (which is HK$0.63 to
HK$0.69 per Share) at any time on or prior to the morning of the last day for lodging applications under the Public Offer. In such a case, notices of the reduction in the
number of Offer Shares in the Share Offer and/or the indicative Offer Price Range will be publlshed on the website of our Company at www.pinecaregroup.com and on
the website of the Stock Exchange at www.hkexnews.hk. Further details are set forth in “Structure and Conditions of the Share Offer” and “How to Apply for Public
Offer Shares and Employee Reserved Shares” in this prospectus.

The obligations of the Public Offer Underwriters under the Public Offer Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the
Public Offer Shares, are subject to termination by the Sole Global Coordinator (for itself and on behalf of the Public Offer Underwriters) if certain grounds arise prior to
8:00 a.m. on the Listing Date. See “Underwriting — Underwriting Arrangements and Expenses — Public Offer — Grounds for Termination” in this prospectus for further
details. It is important that you refer to that section for further details.

27 January 2017
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If there is any change in the following expected timetable of the Public Offer, we
will issue an announcement in Hong Kong to be published on the websites of the Stock
Exchange at www.hkexnews.hk and our Company at www.pinecaregroup.com.

Latest time to lodge PINK Application Forms
at our Company’s head office at G/F,
1 Koon Wah Lane, 68-72 Yuk Wah Street,
Tsz Wan Shan, Kowloon, Hong Kong ...t 12:00 noon on
Tuesday, 7 February 2017

Latest time to complete electronic applications under
HK elPO White Form service through the

designated website www.hkeipo.hk®. .. ... ... ... .. ... ... ... ...l 11:30 a.m. on

Wednesday, 8 February 2017

Application lists of the Public Offer open®. ... ... ... . 11:45 a.m. on
Wednesday, 8 February 2017

Latest time to lodge WHITE and YELLOW
Application FOrms .. ... 12:00 noon on
Wednesday, 8 February 2017

Latest time to give electronic application instructions
10 HKSCC ) L 12:00 noon on
Wednesday, 8 February 2017

Latest time to complete payment of HK elPO White Form
applications by effecting internet banking transfer(s)
or PPS payment transfer(s) ... e 12:00 noon on
Wednesday, 8 February 2017

Application lists of the Public Offer close® .. ... ... ... ... .. .. .. .. ......... 12:00 noon on
Wednesday, 8 February 2017

Expected Price Determination Date®............................ Thursday, 9 February 2017

(1) Announcement of:
° the Offer Price;
° an indication of the level of interest in the Placing;

e the level of applications in the Public Offer and the Employee Preferential
Offering; and

e the basis of allocation of the Public Offer Shares and Employee Reserved Shares

to be published on the websites of

the Stock Exchange at www.hkexnews.hk
and our Company at www.pinecaregroup.com
onorbefore ... ... Tuesday, 14 February 2017

(6)
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(2) Announcement of results of allocations in the Public Offer
and the Employee Preferential Offering
(including successful applicants’ identification
document numbers, where appropriate) to be available
through a variety of channels including the websites
of the Stock Exchange at www.hkexnews.hk
and our Company's website at www.pinecaregroup.com
(see "How to Apply for Public Offer Shares
and Employee Reserved Shares — 11. Publication of results”
in this prospectus for further details) from ................. Tuesday,

(6)

(3) A full announcement of the Public Offer
and the Employee Preferential Offering
containing (1) and (2) above to be published on
the website of the Stock Exchange at www.hkexnews.hk
and the Company’s website at
www.pinecaregroup.com® from........................... Tuesday,

Results of allocations for the Public Offer
and the Employee Preferential Offering
will be available at www.tricor.com.hk/ipo/result

with a “search by ID” function ........... ... . ... . ... . ..., Tuesday,

Despatch/collection of Share certificates in respect of wholly or
partially successful applications pursuant to the
Public Offer or the Employee Preferential Offering

on ) & O Tuesday,
Despatch/collection of HK elPO White Form e-Auto Refund

payment instructions/refund cheques on® & ©® ... ... Tuesday,
Dealings in Shares on the Stock Exchange to

COMMENCE ONt ettt ettt ettt e e e e e e ettt Wednesday,

14 February 2017

14 February 2017

14 February 2017

14 February 2017

14 February 2017

15 February 2017

The application for the Public Offer Shares will commence on Friday, 27 January 2017
through Wednesday, 8 February 2017. The application monies (including the brokerages,
SFC transaction levies and Stock Exchange trading fees) will be held by the receiving bank
on behalf of our Company and the refund monies, if any, will be returned to the applicants
without interest on Tuesday, 14 February 2017. Investors should be aware that the dealings
in the Shares on the Stock Exchange are expected to commence on Wednesday, 15 February

2017.

Notes:

(1) All times and dates refer to Hong Kong local time and date, except as otherwise stated.

(2)  You will not be permitted to submit your application through the designated website at www.hkeipo.hk
after 11:30 a.m. on the last day for submitting applications. If you have already submitted your application
and obtained an application reference number from the designated website prior to 11:30 a.m., you will be
permitted to continue the application process (by completing payment of application monies) until 12:00

noon on the last day for submitting applications, when the application lists close.
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(3)

(4)

(5)

(6)

7

(8)

9)

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning at any time
between 9:00 a.m. and 12:00 noon on Wednesday, 8 February 2017, the application lists will not open on
that day. See “How to Apply for Public Offer Shares and Employee Reserved Shares — 10. Effect of bad
weather on the opening of application lists” in this prospectus for further details.

Applicants who apply for Public Offer Shares by giving electronic application instructions to HKSCC should
see "How to Apply for Public Offer Shares and Employee Reserved Shares — 6. Applying by giving electronic
application instructions to HKSCC via CCASS” in this prospectus for further details.

The Price Determination Date is expected to be on Thursday, 9 February 2017 and, in any event, not later
than Monday, 13 February 2017. If, for any reason, the Offer Price is not agreed between the Sole Global
Coordinator (for itself and on behalf of the Underwriters) and our Company (for ourselves and on behalf of
the Selling Shareholder), the Share Offer will not proceed and will lapse.

None of the website or any of the information contained on the website forms part of this prospectus.

Share certificates are expected to be issued on Tuesday, 14 February 2017 but will only become valid
provided that the Share Offer has become unconditional in all respects and neither of the Underwriting
Agreements has been terminated in accordance with its terms, which is scheduled to be at around 8:00 a.m.
on Wednesday, 15 February 2017. Investors who trade Shares on the basis of publicly available allocation
details before the receipt of share certificates and before they become valid do so entirely of their own risk.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially
unsuccessful applications and in respect of wholly or partially successful applications if the Offer Price is
less than the price per Offer Share payable on application. Part of your Hong Kong identity card number/
passport number, or, if you are joint applicants, part of the Hong Kong identity card number/passport
number of the first-named applicant, provided by you may be printed on your refund cheque, if any. Such
data would also be transferred to a third party to facilitate your refund. Your banker may require
verification of your Hong Kong identity card number/passport number before encashment of your refund
cheque. Inaccurate completion of your Hong Kong identity card number/passport number may lead to delay
in encashment of your refund cheque or may invalidate your refund cheque. Further information is set out
in the section headed “How to Apply for Public Offer Shares and Employee Reserved Shares” in this
prospectus.

Applicants who apply through the HK elPO White Form service and paid their applications monies through
single bank account may have refund monies (if any) despatched to their application payment bank account,
in the form of e-Auto Refund payment instructions. Applicants who apply through the HK elPO White Form
service and paid their application monies through multiple bank accounts may have refund monies (if any)
despatched to the address as specified in their application instructions to the HK elPO White Form Services
Provider, in the form of refund cheques, by ordinary post at their own risk.

Applicants who apply for 1,000,000 Public Offer Shares or Employee Reserved Shares or more may collect
share certificates (if applicable) and/or refund cheques (if applicable) in person and may do so from our
Hong Kong Branch Share Registrar, Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on Tuesday, 14 February 2017 or any other date as
notified by us in the newspapers as the date of dispatch of share certificate/e-Auto Refund payment
instructions/refund cheques. Applications being individuals who opt for personal collection must not
authorize any other person to make their collection on their behalf. Applicants being corporations who opt
for personal collection must attend by sending their authorized representatives each bearing a letter of
authorization from his corporation stamped with the corporation’s chop. Both individuals and authorized
representatives (if applicable) must produce, at the time of collection, evidence of identity acceptable to our
Hong Kong Branch Share Registrar, Tricor Investor Services Limited. Applicants who have applied on YELLOW
Application Forms may collect their refund cheques (if applicable), in person but may not to collect their
share certificates, which will be deposited into CCASS for credit of their designated CCASS Participants’ stock
accounts or CCASS Investor Participant stock accounts, as appropriate. Uncollected share certificates and
refund cheques will be dispatched by ordinary post to the addresses specified in the relevant applications at
the applicant’s own risk. Further information is set out in the section headed “How to Apply for Public Offer
Shares and Employee Reserved Shares” in this prospectus.



EXPECTED TIMETABLE("

You should read carefully “Underwriting”, “Structure and Conditions of the Share
Offer” and “How to Apply for Public Offer Shares and Employee Reserved Shares” for
details relating to the structure of the Share Offer, procedures on the applications for
Public Offer Shares and Employee Reserved Shares and the expected timetable, including
conditions, effect of bad weather and the despatch of refund monies and Share certificates.

—iv —-
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. Since this is a summary, it does not contain all the information that may be
important to you. You should read the whole document before you decide to invest in
the Offer Shares. There are risks associated with any investment. Some of the particular
risks in investing in the Offer Shares are set forth in the section headed “Risk Factors” in
this prospectus. You should read that section carefully before you decide to invest in the
Offer Shares.

OVERVIEW

We are a leading operator of care and attention homes for the elderly in Hong Kong,
offering a comprehensive range of residential care services. In 2015, we were the second
largest private RCHE operator in Hong Kong with a market share of approximately 3.0% in
terms of revenue, according to the Ipsos Report. We derive our revenue mainly from two
sources:

e rendering of elderly home care services: provision of residential care services to
the elderly including the provision of residence, professional nursing and
caretaking services, nutritional management, medical services, physiotherapy
services, psychological and social care and individual care plans; and

e sale of elderly home related goods and provision of health care services: sale of
diapers, nutritional milk, medical gloves, feeding bags and pH indicator to our
residents on an as-needed basis and the provision of physiotherapy services at our
physiotherapy clinic to third party individual customers.

Entering into our Group’s 27th year anniversary since the establishment of our first
care and attention home in Hong Kong in 1989, as at the Latest Practicable Date, we
possessed a network of nine care and attention homes with 1,218 residential care places
operating across five districts in Hong Kong under the name of “Pine Care Group”. As at
the Latest Practicable Date, four of our care and attention homes and the ground floor and
the whole of first and second floors of Pine Care (Tak Fung) Elderly Centre were operated
in properties owned by our Group.

During the Track Record Period, our Group's customers primarily consisted of three
groups, namely: (i) the SWD with which we entered into contractual arrangements
pursuant to which the SWD purchased residential care places from our Group under the
EBPS; (ii) individual customers who settled their own residential fee entirely by themselves;
and those who were subsidised by the SWD under the EBPS pursuant to which the SWD has
purchased residential care places from our Group but settled the unsubsidised portion by
themselves; and (iii) a public hospital which purchased residential care places from our
Group. All of our Group’s end-user customers are individual customers. Our residents
primarily include those who suffer from incontinence and/or require wheel chair assistance
and/or safety restrainers and/or assisted feeding. As at the Latest Practicable Date, (i) in
respect of our 1,139 residents who were assessed by our nurses and/or health workers
based on the Barthel Index, 7.1% were assessed to be completely independent, 22.4% were
assessed to be mildly dependent, 27.1% were assessed to be moderately dependent and
43.4% were assessed to be severely dependent; (ii) among our 1,139 residents, 6.3% of
them were aged 60 to 69, 15.0% of them were aged 70 to 79, 46.8% of them were aged 80
to 89, 30.0% of them were aged 90 to 99 and 1.9% of them were aged 100 or above; and
(iii) each of our residents had resided in our care and attention homes for an average
period of 4.1 years.

All of our care and attention homes have participated in the EBPS pursuant to which
the SWD purchased up to 747 of our 1,218 residential care places during the Track Record
Period and up to the Latest Practicable Date. As at the Latest Practicable Date, pursuant to
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the EBPS, six of our care and attention homes were classified as EA1, while three of our
care and attention homes were classified as EA2. On 30 November 2016, the applications
for the upgrade to EA1 classification of these three EA2 care and attention homes were
conditionally approved by the SWD. See “Business — Upgrade of Three of our Care and
Attention Homes” in this prospectus for further details of the anticipated change in
number of residential care places of our Group as a result of this upgrade.

We are dedicated in providing quality services to our residents, which is evident
through (i) the establishment of our quality assurance monitoring committee to monitor,
inspect and regulate the provision of residential care services for the residents in our Group
since 2001; (ii) being accredited with the I1SO 9001 quality management certification in
respect of the provision of residential care services for the elderly since 2002; and (iii) being
accredited with the Residential Aged Care Accreditation Scheme of Hong Kong Association
of Gerontology since 2010.

The following table sets out the breakdown of our revenue contribution from (i)
rendering of elderly home care services; and (ii) sale of elderly home related goods and
provision of health care services, during the Track Record Period.

Revenue
For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$'000 % HKS$'000 % HK$'000 % HKS$'000 % HK$'000 %
(unaudited)

Rendering of elderly home care

SIVICES. . v 125,006 845 139,490 5.2 146919 8.0 48315 849 50979 86.0
Sale of elderly home related goods

and provision of health care

SIVICES. . .. 2,931 15.5 24,29 148 25,830 15.0 8,572 15.1 8,29 140

Total. ... 147,931 1000 163,785 1000 172,749 1000 56,887 1000 59215 100.0

Our operating profit from continuing operations, being profit for the year/period from
continuing operations before other income and gains, other expenses, listing expenses,
finance costs and income tax expenses, were approximately HK$23.6 million, HK$28.5
million, HK$36.8 million and HK$14.1 million for the three years ended 31 March 2016 and
the four months ended 31 July 2016, respectively. Our profit for the year/period from
continuing operations for the three years ended 31 March 2016 and the four months ended
31 July 2016 were approximately HK$14.3 million, HK$42.8 million, HK$25.8 million and
HK$13.6 million, respectively. Our operating profit margin, being our operating profit from
continuing operations as a percentage of our revenue, for the three years ended 31 March
2016 and the four months ended 31 July 2016, was approximately 15.9%, 17.4%, 21.3%
and 23.8%, respectively.
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The following table sets out the recent performance of our care and attention homes:

For the four

months
For the year ended 31 March _ ended 31 July
2014 2015 2016 2015 2016
Average monthly occupancy rate (Note 1)
— Overall residential care places (%)......... 92.7 93.5 94.3 92.7 95.0
— In respect of residential care places purchased
by the SWD under the EBPS (%) .......... 96.7 97.7 98.1 97.8 98.3
— In respect of residential care places purchased
by individual customers (%) ............. 86.6 86.6 88.1 84.7 89.8
Residential care places purchased by the SWD
under the EBPS as a percentage of the total
number of our residential care places (%). . . . 60.3 61.3 61.3 61.3 61.3
Average monthly residential fee
— In respect of residential care places purchased
by the SWD under the EBPS (HK$) (Note 2) . . 9,423 10,872 11,294 11,294 11,566
— In respect of residential care places purchased
by individual customers (HK$) (Note 3). .. ... 8,281 8,585 9,173 9,128 9,703

Notes:

Q)]

(2)

(3)

The monthly occupancy rate is calculated by dividing the number of beds occupied as at the month end by
the number of beds available at our care and attention homes as at the relevant month end. The average
monthly occupancy rate for the year/period is calculated by dividing the sum of the monthly occupancy rates
by the total number of months in that year/period. During the year ended 31 March 2014, the total number
of residential care places purchased from our Group by the SWD under the EBPS gradually increased from
718 to 747 as at 31 March 2014.

The monthly residential fee in respect of residential care places purchased by the SWD under the EBPS is
calculated as follows: the sum of (i) the total monthly revenue generated from the payment of the base rate
by the SWD under the EBPS on a committed basis during the relevant month; and (ii) the total monthly
revenue generated from the payment of the monthly residential fee by the residents under the EBPS during
the relevant month, and such sum to be divided by the actual number of residential care places purchased by
the SWD under the EBPS during the relevant month. The average monthly residential fee in respect of
residential care places purchased by the SWD under the EBPS for the year/period is calculated by dividing the
sum of the monthly residential fee in respect of residential care places purchased by the SWD under the EBPS
by the total number of months in that year/period.

The monthly residential fee in respect of residential care places purchased by individual customers is equal to
the total revenue generated from residential care places purchased by individual customers during the
relevant month divided by the number of residential care places purchased by individual customers during
the relevant month. The average monthly residential fee in respect of residential care places purchased by
individual customers for the year/period is calculated by dividing the sum of the monthly residential fee in
respect of residential care places purchased by individual customers by the total number of months in that
year/period.

OUR CARE AND ATTENTION HOMES

As at the Latest Practicable Date, we had a network of nine care and attention homes

with 1,218 residential care places. Our care and attention homes operate under the brand
name of “Pine Care Group” and comprise Pine Care Centre, Pine Care (Tak Fung) Elderly
Centre, New Pine Care Centre, Pinecrest Elderly Centre, Pine Care (Manning) Elderly Centre,
Pine Care Hong Fai Elderly Centre (formerly known as Hong Fai Elderly Centre), Pine Care
(Lee Foo) Elderly Centre, Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch)
Elderly Centre.
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SUMMARY

Notes:

(1)  Type and number of employees include only full-time or part-time employees for each of our care and
attention homes and do not include personnel such as care workers, health workers and
physiotherapists sourced from employment agencies. As at the Latest Practicable Date, all of our care
and attention homes had complied with staffing requirements pursuant to the RCH(EP)R, RCHE Code
of Practice and EBPS Agreements.

(2) The application for the upgrade of Pine Care Centre from its existing EA2 classification to EA1
classification was conditionally approved by the SWD on 30 November 2016. It is expected that its total
number of residential care places will decrease from 124 to 104 and its total number of residential care
places under the EBPS will decrease from 83 to 72 by the fourth quarter of 2017 in order to satisfy the
requirement of minimum net floor area per resident for EA1 classification under the RCH(EP)R.

(3) The application for the upgrade of Pine Care (Tak Fung) Elderly Centre from its existing EA2
classification to EA1 classification was conditionally approved by the SWD on 30 November 2016. It is
expected that its total number of residential care places will decrease from 105 to 88 and its total
number of residential care places under EBPS will decrease from 73 to 61 by the fourth quarter of 2017
in order to satisfy the requirement of minimum net floor area per resident for EA1 classification under
the RCH(EP)R.

(4) The application for the upgrade of Pinecrest Elderly Centre from its existing EA2 classification to EA1
classification was conditionally approved by the SWD on 30 November 2016. It is expected that its total
number of residential care places will decrease from 84 to 71 and its total number of residential care
places under EBPS will remain at 43 by the fourth quarter of 2017 in order to satisfy the requirement
of minimum net floor area per resident for EA1 classification under the RCH(EP)R.

(5) Gericare Centre received a letter dated 30 November 2016 in relation to the Early Termination. In
response to the Early Termination, we entered into the MOU which is non-legally binding on 4 January
2017 for the Possible Acquisition. For details of the MOU, please refer to the paragraph headed
“History, Development and Reorganisation — Possible Acquisition after the Track Record Period” of
this prospectus.

OUR COMPETITIVE STRENGTHS

We believe we possess the following competitive strengths which differentiate us from
our competitors: (i) leading position as a well-recognised brand with an established
network of care and attention homes participating in the Enhanced Bought Place Scheme;
(ii) provision of quality services with a well-established and efficient management system as
a platform for future growth; (iii) we are well-positioned to capture opportunities in the
growing elderly home market in Hong Kong; and (iv) we have an experienced and
dedicated management team equipped with relevant expertise in the industry and a team
of high calibre professionals and supporting personnel. See “Business — Our Competitive
Strengths” in this prospectus for further details.

OUR STRATEGIES

We plan to implement the following strategies: (i) continue to expand our network of
care and attention homes in Hong Kong through horizontal expansion and private sector
expansion, namely the Pine Care Place Development Plan; (ii) continue to retain skilled
workforce through systematic training and professional development; and (iii) continue to
strengthen our information systems. See “Business — Our Strategies” in this prospectus for
further details.

Horizontal expansion

We intend to expand our existing network of care and attention homes through
acquisition of a suitable property pursuant to which a new care and attention home will be
established. Such new care and attention home will replicate our business model and
provide the type and quality of services at a fee similar to those offered by our existing
care and attention homes.

See “Business — Our Strategies — Continue to expand our network of care and
attention homes in Hong Kong — Horizontal expansion”.
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Pine Care Place Development Plan

Our Group, through Pine Care Elite, entered into the Pine Care Place Tenancy
Agreement with an Independent Third Party in respect of the rental of the premises with a
gross floor area of approximately 33,424 sq.ft at Yoho Mall | (Extension) situated in Yuen
Long, New Territories, Hong Kong which is a customised premises for RCHEs. We plan to
enhance our revenue base by establishing a new private care and attention home solely for
individual customers in a newly developed property project with various residential and
commercial properties under the trade name of “Pine Care Place (#A#t#f%i)”. Pine Care
Place will offer a customised high quality experience solely for individual customers with (i)
a living space with gross floor area of approximately 45.7 sq.m. per resident; (ii) a labour
ratio of approximately 61.7%; (iii) provision of services such as visiting medical officers,
nursing, individualised care plans, rehabilitation, dementia training, massage therapy and
personalised meals; (iv) a high standard of accommodation such as luxury couple suites and
luxury single rooms; (v) enhanced facilities such as indoor garden, occupational therapy
room and assisted shower room; and (vi) leisure activities which can be arranged on
demand. See “Business — Pine Care Place Development Plan” in this prospectus for further
details.

OUR CUSTOMERS

During the Track Record Period, our Group's customers primarily consisted of three
groups, namely: (i) the SWD with which we entered into contractual arrangements
pursuant to which the SWD purchased residential care places from our Group under the
EBPS; (ii) individual customers who settled their own residential fee entirely by themselves;
and those who were subsidised by the SWD under the EBPS pursuant to which the SWD has
purchased residential care places from our Group but settled the unsubsidised portion by
themselves; and (iii) a public hospital which purchased residential care places from our
Group. All of our Group’s end-user customers are individual customers. For the three years
ended 31 March 2016 and the four months ended 31 July 2016, our revenue derived from
the payment of base rate by the SWD under the EBPS and the monthly residential fee by
the residents who participated under the EBPS amounted to approximately HK$84.5
million, HK$97.5 million, HK$101.2 million and HK$34.6 million, respectively, representing
57.1%, 59.5%, 58.6% and 58.3% of our total revenue, respectively. For the three years
ended 31 March 2016 and the four months ended 31 July 2016, our revenue derived from
individual customers who settled their own residential fee entirely by themselves amounted
to approximately HK$40.5 million, HK$41.6 million, HK$45.0 million and HK$16.1 million,
respectively, representing 27.4%, 25.4%, 26.0% and 27.2% of our total revenue,
respectively. For the three years ended 31 March 2016 and the four months ended 31 July
2016, our revenue derived from the public hospital amounted to approximately nil, HK$0.5
million, HK$0.7 million and HK$0.3 million, respectively, representing nil, 0.3%, 0.4% and
0.5% of our total revenue, respectively. For the three years ended 31 March 2016 and the
four months ended 31 July 2016, revenue from our five largest customers amounted to
approximately HK$70.8 million, HK$83.7 million, HK$87.8 million and HK$30.1 million,
respectively, representing approximately 47.8%, 51.1%, 50.8% and 50.7% of our total
revenue, respectively.
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The SWD

Through our participation in the Enhanced Bought Place Scheme since 1999, we
derived a major portion of our revenue from the SWD with whom we have maintained a
stable business relationship for over 17 years. As at the Latest Practicable Date, all of our
care and attention homes had participated in the EBPS and had entered into the EBPS
Agreements which are fixed term with the SWD on a committed basis pursuant to which
the SWD commits to purchase a specified number of residential care places. Contract term
of the EBPS Agreements with the SWD usually lasts for a period of 24 months. We were the
largest private RCHE operator participating in the EBPS in Hong Kong in 2015 with a
market share of approximately 9.3% in terms of the total number of EBPS places in Hong
Kong, according to the Ipsos Report.

Participants of the EBPS are partially subsidised by the SWD. As at the Latest
Practicable Date, the monthly base rate for our residents enrolled under the EBPS, being
the part of residential fee subsidised and payable by the SWD, was (i) HK$10,709 in respect
of EA1 care and attention homes located in Hong Kong Island and Kowloon; (ii) HK$10,146
in respect of EA1 care and attention homes located in New Territories; and (iii) HK$8,255 in
respect of EA2 care and attention homes located in Kowloon. Our residents enrolled under
the EBPS were required to pay a monthly residential fee themselves, which amounted to
HK$1,707 for EA1 care and attention homes and HK$1,603 for EA2 care and attention
homes, as at the Latest Practicable Date. For the three years ended 31 March 2016 and the
four months ended 31 July 2016, we generated revenue from the payment of the base rate
by the SWD under the EBPS of approximately HK$70.2 million, HK$82.7 million, HK$86.5
million and HK$29.6 million, respectively, representing approximately 47.4%, 50.5%, 50.1%
and 49.9%, of our total revenue, respectively. Our Directors are of the view that our
business is sustainable based on the following factors and reasons:

(a) our participation in the EBPS is in line with HK Government’s policy in supporting
the elderly care sector in Hong Kong and it is expected that the EBPS will be
continuously supported by the HK Government given that there is a genuine
demand for residential care places from the Hong Kong society;

(b) we believe that we will continue to be eligible for participation in the EBPS if we
are able to continue to meet the eligibility criteria under the EBPS and given our
long history of participation in the scheme;

(c) we believe that our long operating history of care and attention homes in Hong
Kong and our accreditation with the RACAS of Hong Kong Association of
Gerontology are able to enhance the confidence of both our customers and the
SWD in our Group;

(d) our relationship with the SWD under the EBPS is one that is mutually beneficial;
and

(e) the underlying demand for our places purchased by the SWD under the EBPS was
genuine given the consistently high occupancy rate achieved by us during the
Track Record Period and up to the Latest Practicable Date.

See “Business — Qur customers — The SWD" in this prospectus for further details.
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OUR SUPPLIERS

We primarily rely on our suppliers for food, medical care products, nutritional milk,
other general goods and groceries and professional and qualified staff. During the Track
Record Period, our major suppliers primarily included traders of groceries, intermediaries
referring professional and qualified staff and medical care product companies. We
generally do not enter into long-term agreements with our suppliers. (i) As at the Latest
Practicable Date, Mr. Elson Yim, our Controlling Shareholder and executive Director, was
beneficially interested in 6.8% of the issued shares in Supplier A, a trading company
supplying our Group with general groceries; and (ii) throughout the Track Record Period,
Ms. Leu was beneficially interested in the entire issued share capital of the issued shares in
Well Mount, an employment agency supplying our Group with professional and qualified
staff.

For the three years ended 31 March 2016 and the four months ended 31 July 2016, the
aggregate purchases from our five largest suppliers amounted to approximately HK$7.2
million, HK$9.6 million, HK$8.4 million and HK$3.4 million, respectively, representing
approximately 42.6%, 44.6%, 43.4% and 49.6% of our total purchases (including expenses
of hiring professional and qualified staff through employment agency), respectively. During
the same periods, the purchases from our largest supplier amounted to approximately
HK$3.0 million, HK$3.6 million, HK$3.5 million and HK$1.2 million, respectively,
representing approximately 18.0%, 16.5%, 18.0% and 18.1% of our total purchases
(including expenses of hiring professional and qualified staff through employment agency)
during the same periods, respectively.

See “Business — Our Suppliers — Major suppliers” in this prospectus for further details.
SHAREHOLDERS' INFORMATION

Upon the completion of the Capitalisation Issue and the Share Offer (without taking
into account any of the Shares that may be allotted and issued upon exercise of the Over-
allotment Option and the options that may be granted under the Share Option Scheme),
our Company will be held as to 70.00% by Pine Active Care. Pine Active Care is an
investment holding company incorporated in the BVI with limited liability and is owned as
to 90.00% by Silverage Pine Care and 10.00% by Silverage Pillar. Silverage Pine Care is
owned as to an aggregate of 74.26% by seven of the Silverage Pine Care Shareholders who
are our Controlling Shareholders (comprising 43.00% by Mr. Elson Yim, 9.90% by Mr. Alex
Ng, 6.59% by Ms. Mona Cho, 6.37% by Mr. Billy Yim, 0.18% by Mr. Edwin Yim, 7.49% by
Ms. Chu and 0.73% by Ms. Suen). Silverage Pillar is owned as to an aggregate of 93.58% by
Mr. Elson Yim and Mr. Alex Ng (comprising 74.86% by Mr. Elson Yim and 18.72% by Mr.
Alex Ng). Mr. Elson Yim, Ms. Mona Cho, Mr. Billy Yim and Mr. Edwin Yim are our executive
Directors, and Mr. Alex Ng is our non-executive Director. Ms. Chu is a director of certain of
our subsidiaries and Ms. Suen is the spouse of Mr. Alex Ng. Our Directors consider the
aforesaid seven individuals, by virtue of their relationships and/or shareholdings in
Silverage Pine Care and/or Silverage Pillar, will be entitled to control the exercise of more
than 30% of the voting power at general meetings of our Company upon the completion
of the Capitalisation Issue and the Share Offer (without taking into account any of the
Shares that may be allotted and issued upon exercise of the Over-allotment Option and the
options that may be granted under the Share Option Scheme). Accordingly, Pine Active
Care, Silverage Pine Care, Silverage Pillar, Mr. Elson Yim, Mr. Alex Ng, Ms. Mona Cho, Mr.
Billy Yim, Mr. Edwin Yim, Ms. Chu and Ms. Suen will be regarded as a group of our
Controlling Shareholders upon Listing. See “Relationship with Controlling Shareholders”
and “Substantial Shareholders” in this prospectus for further details.
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SUMMARY FINANCIAL INFORMATION AND OPERATING DATA

Selected items of consolidated statements of profit or loss

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$000 HK$'000 HK$'000 HK$°000 HK$'000
(Unaudited)
Revenue......... .. ... . ... .. .. ... 147,937 163,785 172,749 56,887 59,275
Other income and gains™°® ™ .. . . . .. 4,324 25,804 5,353 6,516 9,062
Other expenses™ot€ 2 ... ... .. 4,334 - 4,593 1,537 964
Operating profit from continuing
operations™ot€ 3 L. 23,578 28,546 36,813 10,932 14,135
Profit before tax from continuing operations 17,676 48,645 31,105 14,224 16,027
Profit for the year/period from continuing
operations. . . ....... ... .. 14,284 42,752 25,820 12,032 13,601
Profit for the year/period .. ........... 15,134 44,543 27,255 12,934 14,648
Notes:

(1) Our other income primarily consists of interest income, dividend income and rental income. Our other gains
primarily consist of gain on disposal of available-for-sale investments (such as unlisted unit trust funds), net
gain on disposal of financial assets at fair value through profit or loss (such as listed equity investments), net
fair value gain on investment properties (such as certain of our car parks and residential units for leasing),
net fair value gain on financial assets at fair value through profit or loss (such as listed equity investments,
insurance asset and structured financial products) and gain on disposal of non-current assets classified as
held for sale (such as properties).

Our Company and Directors confirm that we currently do not have any intention to invest in investment
properties, unlisted unit trust funds, listed equities and structured financial products after the Listing.

(2)  Other expenses primarily consist of net fair value loss on investment properties (such as certain of our car
parks and residential units for leasing) and financial assets at fair value through profit or loss (such as listed
equity investments, insurance asset and structured financial products), loss on disposal of available-for-sale
investments (such as unlisted unit trust funds), net loss on disposal on investment properties, impairment loss
on disposal groups classified as held for sale and stamp duty.

Our Company and Directors confirm that we currently do not have any intention to invest in investment

properties, unlisted unit trust funds, listed equities and structured financial products after the Listing.

(3) Operating profit from continuing operations is defined as profit for the year/period from continuing
operations before other income and gains, other expenses, listing expenses, finance costs and income tax
expenses.

Selected items of consolidated statements of financial position

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets .. ............ 322,335 303,213 237,715 235,045
Currentassets. ................. 78,939 101,874 76,412 85,807
Current liabilities .. ............. 314,659 295,044 71,789 66,766
Non-current liabilities . . .......... 18,300 19,500 178,419 175,519
Net current (liabilities)/assets. . . . . .. (235,720) (193,170) 4,623 19,041
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We recorded net current liabilities of approximately HK$235.7 million as at 31 March
2014 and HK$193.2 million as at 31 March 2015, and net current assets of approximately
HK$4.6 million as at 31 March 2016 and HK$19.0 million as at 31 July 2016. Our net current
liability positions as at 31 March 2014 and 31 March 2015, were mainly due to the
repayment on demand clauses for our interest-bearing bank and other borrowings. The
interest-bearing bank and other borrowings were obtained for (i) our mortgage payments
for our investment properties and land and buildings for our operations and (ii) working
capital loan for our operations.

Selected items of consolidated statements of cash flows

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$°000 HK$°000 HK$°000 HK$°000 HK$'000
(Unaudited)
Net cash flows from operating activities . . . . 26,043 33,317 35,772 11,362 8,760
Net cash flows (used in)/from investing
activities. . .. ... . L (44,922) 18,345 86,977 51,375 17,899
Net cash flows from/(used in) financing
activities . . ... ... 22,764 (46,211) _ (118,585) (53,938) (11,839
Net increase in cash and cash equivalents . . . 3,885 5,451 4,164 8,799 14,820
Cash and cash equivalents at beginning
of year/period . ........... ... .. ... 7,402 11,287 16,738 16,738 20,902
Cash and cash equivalents at end of
year/period . . ... ... 11,287 16,738 20,902 25,537 35,722

KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios during the Track Record Period:

As at/For the four

As at/For the year ended months ended
31 March 31 July

2014 2015 2016 2015 2016
Net profit margin (%)............ 9.7 26.1 14.9 21.2 22.9
Return on equity (%) ............ 21.4 48.8 40.4 N/A 51.9
Return on total assets (%)......... 3.6 10.6 9.0 N/A 13.8
Current ratio (times) . . . .......... 0.3 0.3 0.8 N/A 1.0
Quick ratio (times) .............. 0.3 0.3 0.8 N/A 1.0
Gearing ratio"” (%). ............. 439.3 301.6 317.9 N/A 247.9
Interest coverage ratio (times). . .. .. 4.0 9.5 7.5 9.4 13.1

Note:

(1)  Gearing ratio was calculated based on the total debt at the end of the year/period divided by total equity at
the end of the year/period. Total debt includes payables incurred not in the ordinary course of business
(being interest-bearing bank and other borrowings, due to related companies, due to directors and due to
shareholders).

Our net profit margin increased from approximately 21.2% for the four months ended
31 July 2015 to approximately 22.9% for the four months ended 31 July 2016. The increase
in the profit for the period was mainly attributable to (i) the recognition of gain on
disposal of a warehouse, of approximately HK$8.6 million for the four months ended 31
July 2016; and (ii) an increase in revenue by approximately HK$2.4 million. The effect was
partly offset by the recognition of listing expenses of approximately HK$4.9 million for the

-10 -
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four months ended 31 July 2016 and no gain on disposal of financial assets at fair value
through profit or loss, being recorded for the four months ended 31 July 2016 compared to
a gain on disposal of financial assets at fair value through profit or loss of approximately
HK$4.8 million recorded for the four months ended 31 July 2015.

Our net profit margin decreased from approximately 26.1% for the year ended 31
March 2015 to approximately 14.9% for the year ended 31 March 2016. The decrease in the
profit for the year was mainly attributed by (i) net fair value loss on investment properties
of approximately HK$1.8 million recognised for the year ended 31 March 2016, compared
to net fair value gain on investment properties of approximately HK$8.8 million recognised
for the year ended 31 March 2015; and (ii) net fair value gain on financial assets at fair
value through profit or loss decreased by approximately HK$6.5 million, from
approximately HK$6.6 million for the year ended 31 March 2015 to approximately HK$0.1
million for the year ended 31 March 2016.

Our net profit margin increased from approximately 9.7% for the year ended 31
March 2014 to approximately 26.1% for the year ended 31 March 2015. The increase in the
net profit margin was mainly contributed by (i) the increase in revenue by approximately
HK$15.8 million; and (ii) the increase in other income and gains by approximately HK$21.5
million. The effect was partially offset by (i) the increase in other operating expenses by
approximately HK$5.2 million; and (ii) the increase in staff costs by approximately HK$5.5
million.

PROPERTY VALUATION

Jones Lang LaSalle Corporate Appraisal and Advisory Limited, an independent
property valuer, valued the market values of our property interests as at 30 November
2016. See “Appendix Ill — Property Valuation Report” in this prospectus for further details.
In connection with the valuation, the independent property valuer adopted the direct
comparison approach by assuming sale of the property interests in their existing state with
the benefit of immediate vacant possession and by making reference to comparable sales
transactions as available in the relevant market. The direct comparison approach is used to
value our property interests held for occupation and property interests held for investment.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the aggregate net proceeds to us from the Share Offer (after
deducting underwriting fees and estimated expenses payable by us in connection with the
Share Offer) (the “Net Proceeds”), assuming an Offer Price of HK$0.66, being the mid-point
of the indicative Offer Price Range, will be approximately HK$115.5 million. We currently
intend to apply the Net Proceeds in the following manner:

° approximately HK$89.8 million (representing approximately 77.7% of the Net
Proceeds) will be used as part of the funding for our Group’s expansion of our
network of care and attention homes in Hong Kong through acquisition of a
suitable property to establish a new care and attention home. As at the Latest
Practicable Date, save for the Pine Care Place Development Plan and the Possible
Acquisition, we had not yet identified any site and/or targets, nor have we
formulated any specific acquisition plans or entered into any definitive
agreements for any potential targets;

° approximately HK$14.2 million (representing approximately 12.3% of the Net
Proceeds) will be used to fund the Pine Care Place Development Plan; and

° approximately HK$11.5 million (representing approximately 10.0% of the Net
Proceeds) will be used for working capital and other general corporate purposes
of our Group.

To the extent that the Net Proceeds are not sufficient to fund the purposes of the
Listing as set forth above, we intend to fund the balance through a variety of means,
including cash generated from operations, bank loans and other borrowings, as

-11 -
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appropriate. To the extent that the Net Proceeds are not immediately required for the
above purposes and to the extent permitted by applicable law and regulations, if we are
unable to effect any part of our future plans as intended, we may hold such funds in short
term demand deposits with banks in Hong Kong or the PRC and/or through money market
instruments. See “Business — Our Strategies” and “Business — Future Plans and Use of
Proceeds” in this prospectus for further details.

Reasons for the Listing

Our Directors believe that the Listing will facilitate the implementation of our business
strategies which include, among others, continuing to expand our network of care and
attention homes in Hong Kong by horizontal expansion (through acquisition of a suitable
property and establishment of a new care and attention home) and private sector
expansion (through implemention of the Pine Care Place Development Plan).

According to the Ipsos Report, the RCHE industry in Hong Kong is characterised by,
among others, shortage of land and high capital requirements due to increasing operating
costs such as high rental costs. In light of the above, our Directors would, to the extent
practicable, prefer to establish a new care and attention home in self-owned properties to
minimise the risks arising from the fluctuations in the retail rental market and possible
non-renewal and/or early termination of leases. Assuming that the Offer Price is
determined at the mid-point of the indicative Offer Price Range, we intend to allocate
approximately HK$89.8 million from the Net Proceeds to fund our Group’s acquisition of a
suitable property. Assuming that the Offer Price is determined at the mid-point of the
indicative Offer Price Range, we intend to allocate approximately HK$14.2 million out of
the Net Proceeds to finance the capital expenditures in relation to the Pine Care Place
Development Plan. As at 31 July 2016, our Group had unutilised banking facilities of
approximately HK$76.9 million. However, (i) HK$5.4 million of such banking facilities is
subject to restrictive covenants which prevent our Group from utilising it for property
investment and/or property acquisition activities; (ii) HK$35.0 million (“Term Loan”) of such
banking facilities is subject to the purpose of financing or refinancing our Group’s general
working capital and capital expenditure for expansion or renovation with our Group having
to submit evidence of fund usage; (iii) HK$20.0 million (“HIBOR Loan”) of such banking
facilities is subject to having to keep the bank advised before any new site acquisition; and
(iv) HK$16.5 million of such banking facilities are overdraft facilities for general working
capital purposes. In addition, the Term Loan is subject to repayment 35 months from the
date of drawdown and the HIBOR Loan is subject to repayment by 59 monthly instalments.
Therefore, we do not consider the Term Loan and the HIBOR Loan as appropriate banking
facilities to fund our Group’s expansion of our network of care and attention homes in
Hong Kong through acquisition of a suitable property to establish a new care and attention
home. The Net Proceeds will enable us to pursue our business strategies with the support
of capital and allow us to grasp the relevant investment opportunities in a timely manner.

During the Track Record Period, we had a high gearing ratio and incurred finance
costs. As the Listing will enable our Group to have access to capital market for raising funds
both at the time of the Listing and at later stages such as through the issuance of equity
and/or debt securities as and when necessary in furtherance of our strategies and expansion
plans with relatively lower finance costs, our Directors believe that the additional capital
would alleviate our gearing ratio and overall financial risk profile after the Listing.

In addition, we believe that a public listing status is a form of complimentary
advertising which will enhance our corporate profile, assist in reinforcing our brand
awareness and market reputation, enhance our credibility with the public and potential
business partners and offer us a broader shareholder base which will provide liquidity in
the trading of the Shares.

-12 -
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See “Future Plans and Use of Proceeds — Reasons for the Listing” in this prospectus for
further details.

THE SELLING SHAREHOLDER

The Placing comprises 233,280,000 Shares of which 43,200,000 Shares are being sold by
Pine Active Care, the Selling Shareholder. Assuming an Offer Price of HK$0.66, which
represents the mid-point of the indicative Offer Price Range, we estimate that the net
proceeds to the Selling Shareholder from the sale of the Sale Shares (after deduction of the
proportional underwriting commission, brokerage fee, SFC transaction levy and Stock
Exchange trading fee and any stamp duty payable by the Selling Shareholder in relation to
the Share Offer) will be approximately HK$27.5 million. Our Company will not receive any
proceeds from the sale of the Sale Shares. See “Appendix V — E. Other Information — 7.
Particulars of the Selling Shareholder” in this prospectus for further details.

STATISTICS OF THE SHARE OFFER

The table below sets out the offering statistics of the Share Offer, assuming that the
Share Offer has been completed and 864,000,000 Shares in issue without taking into
account any Shares which may be issued upon the exercise of the Over-allotment Option.

Based on the Based on the
minimum indicative maximum indicative
Offer Price of Offer Price of
HK$0.63 per HK$0.69 per
Offer Share Offer Share
Market capitalisation of our Shares expected to be in
issue following completion of the Share Offer and
the Capitalisation Issue (Note 7). ... ........... HK$544.3 million HK$596.2 million
Unaudited pro forma adjusted consolidated net
tangible assets per Share (Notes2and 3) ........ HK$0.18 HK$0.19
Notes:

(1)  The calculation of market capitalisation is based on 864,000,000 Shares expected to be in issue immediately
following the completion of the Share Offer and the Capitalisation Issue.

(2) The unaudited pro forma adjusted consolidated net tangible assets per Share has been prepared after the
adjustments referred to in “Appendix Il — Unaudited Pro Forma Financial Information — Unaudited Pro
Forma Adjusted Consolidated Net Tangible Assets” in this prospectus and on the basis of 864,000,000 Shares
expected to be in issue assuming that the Share Offer and the Capitalisation Issue had been completed.

(3) The unaudited pro forma adjusted consolidated net tangible assets per Share does not take into account a
special dividend of HK$25,561,000 declared by our Company to its then shareholder in September 2016. Had
the special dividend been taken into account, the unaudited pro forma adjusted consolidated net tangible
assets per Share would be HK$0.15 (assuming the Offer Price of HK$0.63 per Offer Share) and HK$0.16
(assuming the Offer Price of HK0.69 per Offer Share), respectively.

DIVIDENDS

During the Track Record Period, no dividend had been paid or declared by our
Company. The dividends declared by Prime Health to its then shareholders was nil,
approximately HK$21.3 million, HK$52.2 million and nil for the three years ended 31 March
2016 and the four months ended 31 July 2016, respectively. On 6 September 2016, our
Company declared a special dividend to Pine Active Care, one of our Controlling
Shareholders, of approximately HK$25.6 million which will be settled by set-off against the
amount due from Pine Active Care, one of our Controlling Shareholders which was resulted
from (i) the disposal of Giant Success by our Group to Pine Active Care for the
consideration HK$17.1 million; and (ii) the subsequent disposal of certain properties of
Grant Smart to Giant Success of net consideration of approximately HK$8.4 million (after
netting off the related outstanding mortgage loan of approximately HK$5.6 million). See
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“History, Development and Reorganisation — Reorganisation Steps — Disposal of Giant
Success to Pine Active Care and disposal of the Excluded Properties to Giant Success” in this
prospectus for further details of the Reorganisation. Our Group currently does not have a
dividend policy. The declaration of dividends is subject to the discretion of our Board and
the approval of our Shareholders. Our Directors may recommend a payment of dividends in
the future after taking into account our operations and earnings, capital requirements and
surplus, general financial condition, contractual restrictions, capital expenditure and future
development requirements, shareholders’ interests and other factors which they may deem
relevant at such time. Any declaration and payment as well as the amount of the dividends
will be subject to our constitutional documents and the Cayman Companies Law, including
where required, the approval of our Shareholders. Any future declarations of dividends
may or may not reflect our historical declarations of dividends and will be at the absolute
discretion of our Directors.

Any dividends declared will be in Hong Kong dollars with respect to our Shares on a
per share basis, and our Company will pay such dividends in Hong Kong dollars.

Any distributable profits that are not distributed in any given year will be retained
and available for distribution in subsequent years. To the extent profits are distributed as
dividends, such portion of profits will not be available to be reinvested in our operations.

LISTING EXPENSES

The estimated total listing expenses in relation to the Listing primarily consist of
underwriting commissions in addition to professional fees paid to the Sole Sponsor, our
legal advisers and our reporting accountants for their services rendered in relation to the
Share Offer. Assuming the Over-allotment Option is not exercised and assuming an Offer
Price of HK$0.66 per Offer Share, being the mid-point of our indicative Offer Price Range
for the Share Offer as stated in this prospectus, the estimated total listing expenses in
relation to the Listing will be approximately HK$28.1 million, of which approximately
HK$1.0 million will be borne by the Selling Shareholder. The listing expenses in relation to
the Listing to be borne by our Company are estimated to be approximately HK$27.1 million
of which approximately HK$1.6 million and approximately HK$4.9 million was recognised in
our consolidated statement of profit or loss for the year ended 31 March 2016 and the four
months ended 31 July 2016, respectively. Our Group expects to recognise approximately
HK$10.1 million in the consolidated statement of profit or loss for the eight months ending
31 March 2017; while approximately HK$10.5 million is directly attributable to the issue of
new Shares and is expected to be deducted against our Group’s equity after the Listing.
Accordingly, the financial results of our Group for the year ending 31 March 2017 are
expected to be affected by the estimated listing expenses in relation to the Share Offer.
The estimated listing expenses in relation to the Listing are subject to adjustments based
on the actual amount incurred or to be incurred.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Subsequent to the Track Record Period, (i) our overall average monthly occupancy rate
for the period from 1 April 2016 to the Latest Practicable Date was approximately 94.2%,
which remained at a stable level as compared to that for the four months ended 31 July
2016 of approximately 95.0%; (ii) our average monthly occupancy rate in respect of
residential care places purchased by the SWD under the EBPS for the period from 1 April
2016 to the Latest Practicable Date was approximately 98.2% which remained at a stable
level as compared to that for the four months ended 31 July 2016 of approximately 98.3%;
and (iii) our average monthly occupancy rates for residential care places purchased by
individual customers for the period from 1 April 2016 to the Latest Practicable Date was
approximately 87.8%, which remained at a stable level as compared to that for the four
months ended 31 July 2016 of approximately 89.8%. The pricing of our services remained
stable subsequent to the Track Record Period and up to the Latest Practicable Date.
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On 30 November 2016, our applications to the SWD in respect of three of our care and
attention homes with EA2 classification to upgrade to EA1 classification pursuant to the
Enhanced Bought Place Scheme were conditionally approved. In order to satisfy the
requirement of minimum net floor area per resident for EA1 classification under the
RCH(EP)R, we plan to reduce the total number of existing residential care places in these
three care and attention homes, namely Pine Care Centre, Pine Care (Tak Fung) Elderly
Centre and Pinecrest Elderly Centre, from 313 to 263 upon completion of the upgrade to
EA1 classification which we currently expect will take place by the fourth quarter of 2017.
Accordingly, the total number of residential care places under the EBPS for these three care
and attention homes is expected to decrease from 199 to 176 upon the upgrade to EA1
classification.

Further, in response to the letter dated 30 November 2016 received by Gericare Centre
in relation to the Early Termination, we entered into the MOU which is non-legally binding
on 4 January 2017 for the Possible Acquisition. The Target Company is the licence holder of
an existing care and attention home in Hong Kong. As at the Latest Practicable Date, the
Formal Agreement had not been entered into. Assuming that the Possible Acquisition
materialises and the relocation of Pine Care (Po Tak Branch) Elderly Centre will take place,
it is estimated that (i) the relocation will result in a reduction in the total number of
residential places available at our Group by approximately 27 as we estimate that the total
number of residential places available at the Target RCHE will be approximately 113 as
compared to a total of 140 residential places currently available at Pine Care (Po Tak
Branch) Elderly Centre; and (ii) there will be a reduction in the total number of residential
places under the EBPS available at our Group by approximately 19 as we estimate that the
total number of residential places under the EBPS available at the Target RCHE will be
approximately 79 as compared to a total of 98 residential places under the EBPS currently
available at Pine Care (Po Tak Branch) Elderly Centre due to the smaller floor area of the
Target Premises as compared to that of the premises currently occupied by Pine Care (Po
Tak Branch) Elderly Centre. Nevertheless, we believe that the vacant places available at our
other care and attention homes will be sufficient to accommodate the shortfall in relation
to individual customers while the SWD will be responsible for arranging the transfer of the
remaining residents participating under the EBPS.

Our Directors do not expect that the relocation as a result of the Possible Acquisition,
if materialised, will have a material adverse impact on our existing operations since, among
others,

(i) we expect that there will be no material change to the number of our employees
as a majority of our staff of Pine Care (Po Tak Branch) Elderly Centre will be
retained and transferred to the Target RCHE;

(ii) it is expected that the interruption to the business of Pine Care (Po Tak Branch)
Elderly Centre will mainly be caused by the time and effort it will take to
physically transfer the existing residents from Pine Care (Po Tak Branch) Elderly
Centre to the Target RCHE, however, we believe that the extent of such
interruption, its impact on our Group and the residents of Pine Care (Po Tak
Branch) Elderly Centre as a result of the relocation will be minimal because (a) we
have had prior experiences in the logistical arrangements from the relocation of
the operations of Previous New Pine Care Centre to the current New Pine Care
Centre and Pine Care (Lee Foo) Elderly Centre in 2010; and relocation of the
operations of Tsz Wan Shan Pine Care Elderly Home to Pine Care (Tak Fung)
Elderly Centre; and (b) we will make all the necessary logistics arrangements and
monitor the entire transfer process to ensure that it will be smooth;

(iii) we will ensure that the Target RCHE will satisfy the staffing and spacing
requirements for EA1 classification under the RCH(EP)R;
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(iv) no material renovation and modification work to the Target Premises is required
as the Target Premises is currently used by the Target Company for the operation
of an existing care and attention home; and

(v) given that there is currently a strong demand for residential care places in Hong
Kong, the relocation to the Target RCHE represents an opportunity to save time
and effort of the existing residents of Pine Care (Po Tak Branch) Elderly Centre
and/or their families to seek for another care and attention home, our Directors
believe that the relocation is in the interest of our Group as well as the elderly
society in Hong Kong. We will ensure that the Target RCHE will satisfy the
enhanced standards for EA1 classification, such as having a minimum net floor
area per resident of 9.5 m? and the relevant staffing requirement (such as having
at least one home manager, two registered/enrolled nurses, and two health
workers). See “Regulatory Overview — Regulations in relation to the operation of
Residential Care Homes For the Elderly — Enhanced Bought Place Scheme (EBPS)”
in this prospectus for details of the relevant requirements. Based on our
preliminary understanding on (a) the SWD's requirements on enhanced standards
(such as staffing and spacing requirements) for the application by a care and
attention home to participate in the EBPS; and (b) the Target Company,
particularly its satisfactory compliance record (such as the nature of the warning
letter received by the Target Company or the Target RCHE from the SWD) based
on our preliminary due diligence which we believe is relevant to our operation,
our Directors believe that there will be no major difficulty for the Target
Company to enter into a new EBPS Agreement in relation to the Target RCHE
after termination of the existing EBPS Agreement entered into between Gericare
Centre and the SWD in relation to Pine Care (Po Tak Branch) Elderly Centre due
to the relocation.

In addition, we expect that (i) we will incur capital expenditure which will comprise
mainly renovation material costs; (ii) based on the consideration for the Possible
Acquisition of HK$13,880,000 as set out in the MOU, we expect to recognise an intangible
asset of the RCHE licence of the Target RCHE of approximately HK$13.7 million and
property, plant and equipment of approximately HK$0.2 million on our consolidated
statements of financial position, if the Possible Acquisition materialises; and (iii) respective
amortisation and depreciation are expected to be charged to our consolidated statements
of profit or loss.

See "History, Development and Reorganisation — Possible Acquisition after the Track
Record Period” in this prospectus for details of the Possible Acquisition and “Business —
Possible Acquisition for relocation of Pine Care (Po Tak Branch) Elderly Centre” in this
prospectus for details of the possible relocation as a result of the Possible Acquisition, if
materialised.

Although Pine Care (Po Tak Branch) Elderly Centre contributed approximately HK$18.3
million, HK$19.6 million, HK$20.3 million, and HK$7.0 million to our total revenue and
approximately HK$2.4 million, HK$2.2 million, HK$2.3 million and HK$1.0 million of our
profit before tax from continuing operations during the three years ended 31 March 2016
and the four months ended 31 July 2016, respectively, representing approximately 12.4%,
12.0%, 11.8% and 11.8% of our total revenue and approximately 13.6%, 5.1%, 8.9% and
6.8% of our profit before tax from continuing operations for such periods, respectively, our
Directors do not expect that the Early Termination will have a material adverse impact on
our Group in the long run after taking into account that we expect to commence business
operation of our Pine Care Place in September 2017 and we plan to utilise our Net Proceeds
to further expand our network of care and attention homes in Hong Kong.
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As at the Latest Practicable Date, the occupation permit covering the premises where
the Pine Care Place is to form part had been issued and we had not received the
notification to move in to the premises from the landlord. We currently expect that the
Pine Care Place Tenancy Agreement will commence from February 2017 (subject to the said
notification to move in to the premises from the landlord).

Our Directors confirm that since 31 July 2016, being the date to which the latest
audited financial information of our Group was made up, and up to the date of this
prospectus, there had been no material adverse change in our financial or trading position
or prospect.

MATERIAL NON-COMPLIANCE INCIDENTS

During the Track Record Period, we had previously been involved in certain non-
compliance incidents such as non-compliance with building-related statutory provisions and
statutory requirements under the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, Companies Ordinance and Inland Revenue Ordinance. In addition, during the
Track Record Period, three of our care and attention homes had received four warning
letters and one verbal warning for non-compliance with the RCHE Code of Practice. See
“Business — Legal compliance and litigation — Compliance with Laws and Regulations” in
this prospectus for further details.

HIGHLIGHTS OF RISK FACTORS

Our Group believes that there are certain risks and uncertainties involved in its
operations, some of which are beyond our Group’s control. Our Group has categorised
these risks and uncertainties into: (i) risks relating to our business and industry; and (ii) risks
relating to the Share Offer. The following highlights some of the risks which are considered
to be material by our Directors:

° if our RCHE licences are suspended, cancelled or not reserved, or if we fail to
obtain a new RCHE licence for any new RCHE that we operate, we may be unable
to maintain or expand our operations;

e we depend on the SWD for a significant portion of our revenue;

° we are required to comply with staffing requirements and our performance
depends on our ability to recruit and retain quality and qualified staff. In
addition, the RCHE industry in Hong Kong is faced with manpower shortage
which may adversely affect our labour costs;

e we may not be able to attract and retain our Directors and senior management,
which may severely disrupt our business, results of operation and future
prospects;

e we may need additional capital to fund the expansion plan and growth in the
future, which we may not be able to obtain on acceptable terms, or at all;

e we rely on our reputation within the RCHE industry. In addition, we are exposed
to inherent risks of caretaking incidents and legal proceedings arising from our
operations. Resolving caretaking incidents and proceedings could result in
significant costs and materially and adversely affect our reputation and business;
and

e we may not receive further government grants and the loss of which may affect
our financial position.

See "Risk Factors” in this prospectus for further details.
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In this prospectus, unless the context otherwise requires, the following expressions
shall have the following meanings.

“Acting In Concert
Confirmation And
Undertaking”

"Added Twist”

“Aplica Pacific”

“Application Form(s)”

"Articles” or “Articles of

Association”

"associate(s)”

"Audit Committee”

“Best Luck”

a confirmation and undertaking entered into among Mr.
Elson Yim, Mr. Alex Ng and Ms. Mona Cho dated 7
September 2016, further details of which are set out in
“Relationship with our Controlling Shareholders” in this
prospectus

Added Twist Limited, a company incorporated in Hong
Kong with limited liability on 30 March 2005. Added
Twist was formerly an indirect wholly-owned subsidiary
of our Company prior to the completion of the
Reorganisation and is currently a subsidiary of Pine Care
River which in turn is a direct wholly-owned subsidiary of
Pine Active Care, one of our Controlling Shareholders

Aplica Pacific Limited (B &KV HARAF), a company
incorporated in Hong Kong with limited liability on 22
March 1994, which is owned as to 50%, 25% and 25% by
Mr. Lam Yat Hon (our non-executive Director), Mr. Elson
Yim and Mr. Alex Ng, respectively. Mr. Lam Yat Hon, Mr.
Elson Yim and Mr. Alex Ng are also directors of Aplica
Pacific

the WHITE Application Form(s), YELLOW Application
Form(s), GREEN Application Form(s) and PINK Application
Form(s) or, where the context so requires, any of them,
which is used in relation to the Public Offer

the articles of association of the Company conditionally
adopted on 23 January 2017 and effective on the Listing
Date, as amended or supplemented from time to time

has/have the meaning ascribed to it/them under the
Listing Rules

the audit committee of our Board

Best Luck Enterprises Limited (MUZFMZEAMRAA), a
company incorporated in Hong Kong with limited liability
on 16 February 2000. Best Luck was formerly an indirect
wholly-owned subsidiary of our Company prior to the
completion of the Reorganisation and is currently a
subsidiary of Pine Care River which in turn is a direct
wholly-owned subsidiary of Pine Active Care, one of our
Controlling Shareholders
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“Besting Holdings”

"

"Board” or “Board of Directors
or “our Board”

“business day(s)”

IIBVI n
"CAGR”

“Capitalisation Issue”

“Cayman Companies Law” or
“Companies Law”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

"CCASS Participant”

“Chun Fai”

Besting Holdings Limited (HHA£MEAIR/AF), a company
incorporated in Hong Kong with limited liability on 18
March 1998 and an indirect wholly-owned subsidiary of
our Company. Besting Holdings is the licence holder of (i)
New Pine Care Centre (LORCHE No. 1240), the operating
address of which is at Portion of G/F, 1/F, 2/F, Shun Lee
Shopping Centre, Phase 2, Shun Lee Estate & F20-F22 on
3/F, Lee Foo House, Shun Lee Estate, Kowloon, and (ii)
Pine Care (Lee Foo) Elderly Centre (LORCHE No. 1241), the
operating address of which is at 101-108, 1/F Lee Foo
House, Shun Lee Estate, Kwun Tong, Kowloon

the board of directors of our Company

any day(s) (other than a Saturday, Sunday or public
holiday) on which banks in Hong Kong are generally
open for normal banking business

the British Virgin Islands
compound annual growth rate

the issue of 647,999,999 Shares to Pine Active Care to be
made upon capitalisation of certain sums standing to the
credit of the share premium account of our Company
upon completion of the Share Offer

the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals
or a corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

Chun Fai Development Limited (RIE#EARAF), a
company incorporated in Hong Kong with limited liability
on 10 December 1985 and an indirect wholly-owned
subsidiary of our Company

-19 -



DEFINITIONS

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company”

“Controlling Shareholder(s)"”

“Deed of Indemnity”

“Deed of Non-Competition”

“Directors” or "our Directors”

“Early Termination”

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended or supplemented from time to
time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended or supplemented from time to time

Pine Care Group Limited (MM#t#EEZEMAMRAF), a
company incorporated in the Cayman Islands on 18
August 2015 as an exempted company with limited
liability under the Cayman Companies Law

has/have the meaning ascribed to it/them under the
Listing Rules and, in the context of this prospectus refers
to Pine Active Care, Silverage Pine Care, Siverage Pillar,
Mr. Elson Yim, Mr. Alex Ng, Ms. Mona Cho, Ms. Suen, Mr.
Billy Yim, Mr. Edwin Yim and Ms. Chu

the deed of indemnity dated 26 January 2017 executed
by our Controlling Shareholders in favour of our
Company (for ourselves and as trustee for and on behalf
of our subsidiaries), further details of which are set out in
Appendix V to this prospectus

the deed of non-competition dated 26 January 2017
executed by our Controlling Shareholders in favour of
our Company (for ourselves and as trustee for and on
behalf of our subsidiaries) regarding the non-competition
undertakings as more particularly set out in “Relationship
with our Controlling Shareholders — Non-competition
Undertaking” in this prospectus

the directors of our Company

the early termination of the tenancy agreement by the
landlord of the premises currently occupied by Pine Care
(Po Tak Branch) Elderly Centre, whose licence is held by
Gericare Centre, with effect from 31 May 2017 due to
refurbishment of the building of which such premises
forms part pursuant to a letter dated 30 November 2016
received by Gericare Centre
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“Eligible Employees”

“Employee Preferential

Offering”

“Employee Reserved Shares”

“Fitbest”

“Fitgarden”

“Formal Agreement”

“Fully Trend”

all full-time employees (as defined under the Employment
Ordinance (Chapter 57 of the Laws of Hong Kong)) of our
Group who have joined our Group on or before the
Latest Practicable Date and have a Hong Kong address
(other than the chief executive or directors of our
Company or its subsidiaries, existing beneficial owners of
the Shares or any of their respective associates and any
other connected persons of our Company)

the offer of up to 2,592,000 Public Offer Shares to
Eligible Employees as described in “Structure and
Conditions of the Share Offer — Employee Preferential
Offering” in this prospectus

the 2,592,000 Public Offer Shares (representing 1% of the
Offer Shares initially available under the Share Offer)
available in the Employee Preferential Offering and
which are to be allocated out of the Public Offer Shares

Fitbest Corporation Limited (A FRAF), a company
incorporated in Hong Kong with limited liability on 3
November 2000 and an indirect wholly-owned subsidiary
of our Company. Fitbest is the licence holder of Pine Care
(Manning) Elderly Centre (LORCHE No. 1015), the
operating address of which is at G/F-3/F, 1 Koon Wah
Lane, 68-72 Yuk Wah Street, Tsz Wan Shan, Kowloon

Fitgarden Limited (BZXZEAMAA), a company
incorporated in Hong Kong with limited liability on 3
September 1987 and an indirect wholly-owned subsidiary
of our Company

the final and legally binding sale and purchase
agreement in relation to the Possible Acquisition

Fully Trend Limited (iW*RKAMAF), a company
incorporated in Hong Kong with limited liability on 24
October 2007 and an indirect wholly-owned subsidiary of
our Company
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“"Gericare Centre”

"Giant Success”

“Grand Prosper”

“Gransing Securities”

“Grant Smart”

“GREEN Application Form(s)"”

"o "

“"Group”, "our Group”, “we",
llourll Or llusll

Gericare Centre Limited (fR{E#%.OFRAH), formerly
known as Fine Quarter Limited (& A R/A ), a company
incorporated in Hong Kong with limited liability on 6
June 1997 and an indirect wholly-owned subsidiary of our
Company. Gericare Centre is the licence holder of (i) Pine
Care (Po Tak) Elderly Centre (LORCHE No. 0693), the
operating address of which is at Shop 10 G/F, 1/F & 2/F,
Win Fong Heights, 180 Hing Fong Road, Kwai Chung,
New Territories, and (ii) Pine Care (Po Tak Branch) Elderly
Centre (LORCHE No. 0932), the operating address of
which is at Shop H on G/F, 1/F-4/F, 41-43 Shing Fong
Street, 204 Hing Fong Road and 31-35, 37, 39-41, Ko
Fong Street, Kwai Chung, New Territories

Giant Success International Holdings Limited (715 [# Fg4E
A FR/AHE]), a company incorporated in Hong Kong with
limited liability on 27 June 2005. Giant Success was
formerly an indirect wholly-owned subsidiary of our
Company prior to the completion of the Reorganisation
and is currently a direct wholly-owned subsidiary of Pine
Active Care, one of our Controlling Shareholders

Grand Prosper Holdings (BVI) Limited, a company
incorporated in BVI with limited liability on 7 April 2010
and an indirect wholly-owned subsidiary of our Company

Gransing Securities Co., Limited, a licenced corporation
under the SFO to engage in type 1 (dealing in securities),
type 4 (advising on securities), type 6 (advising on
corporate finance) and type 9 (asset management)
regulated activities

Grant Smart Development Limited (& H#EARAH), a
company incorporated in Hong Kong with limited liability
on 28 February 2000 and an indirect wholly-owned
subsidiary of our Company

the application form(s) to be completed by the HK elPO
White Form Service Provider

our Company and its subsidiaries at the relevant time or,
where the context otherwise requires, in respect of the
period prior to our Company becoming the holding
company of its present subsidiaries, such subsidiaries as if
they were subsidiaries of our Company at the relevant
time
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“"Guotai Junan Securities”

“"Hinta Enterprises”

"

"HK$"” or “Hong Kong dollars

"HK elPO White Form”

"HK elPO White Form
Service Provider”
"HKFRSs"

"HKSCC”

"HKSCC Nominees”

"

“Hong Fai Property

“Hong Kong”

"Hong Kong Government” or
"HK Government”

“Hong Kong Branch Share
Registrar”

Guotai Junan Securities (Hong Kong) Limited, a licenced
corporation under the SFO to engage in type 1 (dealing
in securities) and type 4 (advising on securities) regulated
activities

Hinta Enterprises Limited (MK ®ZEAGRAF), a company
incorporated in Hong Kong with limited liability on 19
July 1994 and an indirect wholly-owned subsidiary of our
Company. Hinta Enterprises is the licence holder of
Pinecrest Elderly Centre (LORCHE No. 0790), the
operating address of which is at G/F, No. 36, Tung Ming
Street and 1/F, No. 63 Hong Ning Road, Kwun Tong,
Kowloon

Hong Kong dollars, the lawful currency of Hong Kong

the application for Public Offer Shares to be registered in
the applicant’s own name by submitting applications
online through the designated website of HK elPO White

Form at www.hkeipo.hk

the HK elPO White Form service provider designed by our
Company, as specified on the designated website at
www.hkeipo.hk

Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the property comprising the Shops on 1st, 2nd and 3rd
Floors including the Lavatories thereof, Circulation
Staircases from 1st to 3rd Floors and Escalators, A/C Plant
Room for 1st to 3rd Floors, Circulation Staircase next to
Bank A to 1st Floor and Escalator on Ground Floor, the
Canopy on 1st Floor and the External Walls of 1st, 2nd
and 3rd Floors of Dollar Building, Nos. 143-145 Shau Kei
Wan Road, Shau Kei Wan, Hong Kong, property no. 5 as
set out in Appendix Ill to this prospectus

the Hong Kong Special Administrative Region of the PRC

the Government of the Hong Kong Special Administrative
Region

Tricor Investor Services Limited
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“Independent Third Party(ies)”

lllpsosn

“Ipsos Report”

"Joint Bookrunners” or "“Joint
Lead Managers”

"Latest Practicable Date”

“Legal Counsel”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“"Mainfield”

"Manchester Rehabilitation”

a person(s) or company(ies) who or which, as far as our
Directors are aware after having made all reasonable
enquiries, is not or are not connected person(s) (as
defined under the Listing Rules) of our Company

Ipsos Limited (formerly known as Ipsos Hong Kong
Limited), a professional market research company and an
Independent Third Party

an industry report prepared by Ipsos which was
commissioned by us in relation to, among others, the
market landscape and competitive analysis for elderly
homes in Hong Kong

Guotai Junan Securities and Gransing Securities

17 January 2017, being the latest practicable date for the
purpose of ascertaining certain information contained in
this prospectus prior to its publication

Mr. Martin W.H. Wong, barrister-at-law of Hong Kong
and legal adviser to our Company as to certain aspects of
Hong Kong law relating to our Group

the listing of the Shares on the Main Board of the Stock
Exchange

the listing committee of the Stock Exchange

the date on which dealings in our Shares on the Main
Board of the Stock Exchange commence

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended or
supplemented from time to time

Mainfield Limited (f#£#ifiFR/2F]), a company incorporated
in Hong Kong with limited liability on 28 November 1996
and an indirect wholly-owned subsidiary of our Company

Manchester Rehabilitation Services Limited (‘2 U418
k¥ A R/ F]), formerly known as Power Happy Limited
(B =ABR/2A7), a company incorporated in Hong Kong
with limited liability on 30 March 2011 and an indirect
wholly-owned subsidiary of our Company
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“Manning Property”

“Masswell Development”

“"Memorandum” or
“Memorandum of

Association”

"MOU"

qu

qu

“Mr

"Mr

. Alex Ng”

. Billy Yim”

. Edwin Yim"

. Elson Yim"

the property comprising the Cinema occupying the
western portion of the Ground, 1st, 2nd and 3rd Floors
of the building containing stages, auditoriums (including
roof), offices, foyers, gallery, lavatories and verandahs,
Manning Theatre Building, No. 1 Koon Wah Lane, Tsz
Wan Shan, Kowloon, property no. 4 as set out in
Appendix Il to this prospectus

Masswell Development Limited (EFHEHERARAA), a
company incorporated in Hong Kong with limited liability
on 8 September 2004 and an indirect wholly-owned
subsidiary of our Company. Masswell Development is the
licence holder of Pine Care Hong Fai Elderly Centre
(formerly known as Hong Fai Elderly Centre) (LORCHE No.
1152), the operating address of which is at Portion of G/F,
whole of 1/F-3/F, 143-145 Shaukeiwan Road, Hong Kong

the memorandum of association of our Company, as
amended or supplemented from time to time

the non-legally binding memorandum of understanding
dated 4 January 2017 entered into among Pine Care
Elderly Home and certain Independent Third Parties,
namely, the Vendors, Ms. Luk Ngai Ling Irene and Ms.
Luk Ngai Si lcy, in relation to the Possible Acquisition. See
“History, Development and Reorganisation — Possible
Acquisition after the Track Record Period” in this
prospectus for further details of the MOU

Ng Kwok Fu Alex (%), one of our non-executive
Directors, one of the co-founders of our Group, the
spouse of Ms. Suen, and one of our Controlling
Shareholders

Yim Billy Pui Kei (EZifiZ£), one of our executive Directors,
and our chief executive officer, a son of Mr. Elson Yim
and Ms. Mona Cho, a brother of Mr. Edwin Yim, and one
of our Controlling Shareholders

Yim Edwin Pui Hin (Eili#f), one of our executive
Directors, a son of Mr. Elson Yim and Ms. Mona Cho, a
brother of Mr. Billy Yim, and one of our Controlling
Shareholders

Yim Ting Kwok (&), one of our executive Directors,
one of the co-founders of our Group, chairman of our
Board, the spouse of Ms. Mona Cho, the father of Mr.
Billy Yim and Mr. Edwin Yim, and one of our Controlling
Shareholders

- 25—



DEFINITIONS

“"Ms. Chu”

“Ms. Leu”

“Ms. Mona Cho”

“Ms. Suen”

“Nomination Committee”

"Offer Price”

"Offer Price Range”

"Offer Shares”

Chu Lai King (KREH), a director of certain of our
subsidiaries, one of the members of our senior
management, and one of our Controlling Shareholders

Leu Sou Jon (BE#iE), the mother of Mr. Elson Yim, the
mother-in-law of Ms. Mona Cho, and the grandmother of
Mr. Billy Yim and Mr. Edwin Yim. Mr. Elson Yim, Ms.
Mona Cho, Mr. Billy Yim and Mr. Edwin Yim are our
executive Directors. Ms. Leu was interested in 100% of
the issued shares in Well Mount throughout the Track
Record Period, and is the former director of Manchester
Rehabilitation

Cho Wing Yin (&k#f), one of our executive Directors,
the spouse of Mr. Elson Yim, the mother of Mr. Billy Yim
and Mr. Edwin Yim, and one of our Controlling
Shareholders

Suen Mi Lai Betty (23 kE), the spouse of Mr. Alex Ng and
one of our Controlling Shareholders

the nomination committee of our Board

the final offer price per Offer Share (exclusive of
brokerage of 1.0%, SFC transaction levy of 0.0027% and
Stock Exchange trading fee of 0.005%) of not more than
HK$0.69 and expected to be not less than HK$0.63, such
price to be determined by agreement among the Sole
Global Coordinator (for itself and on behalf of the
Underwriters) and our Company (for ourselves and on
behalf of the Selling Shareholder) on or before the Price
Determination Date

HK$0.63 to HK$0.69 per Offer Share

the Public Offer Shares (including the Employee Reserved
Shares) and the Placing Shares
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“Over-allotment Option

"Pacific First”

“Pine Active Care”

“Pine Care Centre”

"Pine Care China BVI”

"

the option expected to be granted by us to the Placing
Underwriters, in the event that the size of the Share
Offer is equal to or more than HK$100 million, under the
Placing Underwriting Agreement, exercisable by the Sole
Global Coordinator (on behalf of the Placing
Underwriters), pursuant to which we may be required to
allot and issue up to an aggregate of 38,880,000
additional Shares (representing 15% of the number of
Offer Shares initially being offered under the Share
Offer) at the Offer Price, to, among other things, cover
over-allocations in the Placing, if any, as further
described in “Structure and Conditions of the Share
Offer” in this prospectus

Pacific First Limited (KFHFHAMRAA), a company
incorporated in Hong Kong with limited liability on 9
November 1995 and an indirect wholly-owned subsidiary
of our Company. Pacific First is the licence holder of Pine
Care (Tak Fung) Elderly Centre (LORCHE No. 1300), the
operating address of which is at Shops 89 & 91, G/F, 1/F,
2/F and Portion of 3/F, Tak Fung Building, 85-91 Lai Chi
Kok Road, Kowloon

Pine Active Care Limited, a company incorporated in BVI
with limited liability on 22 June 2015 and one of our
Controlling Shareholders. As at the Latest Practicable
Date, Pine Active Care was owned as to 90% by Silverage
Pine Care and as to 10% by Silverage Pillar. Pine Active
Care is the Selling Shareholder

Pine Care Centre Limited (#3#%3 3 %% KA RA A,
formerly known as Youth Development Asia Limited (&
JE(BRUN) A /2 F]), a company incorporated in Hong Kong
with limited liability on 9 July 1982 and an indirect
wholly-owned subsidiary of our Company. Pine Care
Centre is the licence holder of Pine Care Centre (LORCHE
No. 0163), the operating address of which is at Shop B6-
B14, C5-C7, C11-C15, G/F, Shui Ning House, 24-50 Shui
Ning Street, Kwun Tong, Kowloon

Pine Care China Limited, a company incorporated in BVI
with limited liability on 19 August 2015 and a direct
wholly-owned subsidiary of Pine Active Care, one of our
Controlling Shareholders
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"Pine Care China HK"”

“Pine Care Elderly Home"

“Pine Care Elegance”

"Pine Care Elite”

"Pine Care Health”

"Pine Care Place”

“Pine Care Place Development
Plan”

“Pine Care Place Tenancy
Agreement”

“Pine Care River”

Pine Care China Limited (MEHEH#EZARAF), a
company incorporated in Hong Kong with limited liability
on 9 September 2015. Pine Care China HK is a direct
wholly-owned subsidiary of Pine Care China BVI and an
indirect wholly-owned subsidiary of Pine Active Care, one
of our Controlling Shareholders

Pine Care Elderly Home Development Limited (#:# 3% #¢
#RA /7)), formerly known as Pine Care Development
Limited (A#3FEABR/AF), a company incorporated in
Hong Kong with limited liability on 16 February 2001 and
an indirect wholly-owned subsidiary of our Company

Pine Care Elegance Limited (FAHEREATFR A A]), a company
incorporated in Hong Kong with limited liability on 8
December 2016 and an indirect wholly-owned subsidiary
of our Company

Pine Care Elite Limited (MAERIEAIR/AF]), a company
incorporated in Hong Kong with limited liability on 31
December 2015 and an indirect wholly-owned subsidiary
of our Company

Pine Care Health Initiative Limited, a company
incorporated in BVI with limited liability on 26 August
2015 and a direct wholly-owned subsidiary of our
Company

the new care and attention home to be developed under
the trade name of “Pine Care Place (#A#}#f%E)" pursuant
to the Pine Care Place Development Plan

the future plan in relation to the development of a care
and attention home in Yoho Mall | (Extension), as more
particularly described in the sub-section headed “Business
— Pine Care Place Development Plan” in this prospectus

the tenancy agreement dated 9 May 2016 entered into by
Pine Care Elite, our indirect wholly-owned subsidiary, in
respect of a care and attention home to be developed
under the Pine Care Place Development Plan on the
ground level to level 3 of the commercial accommodation
of the development erected on Yuen Long Town Lot No.
507, namely Yoho Mall | (Extension)

Pine Care River Bright Limited, a company incorporated in
BVI with limited liability on 25 August 2015 and a direct
wholly-owned subsidiary of Pine Active Care, one of our
Controlling Shareholders
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“Pinecrest Property”

“PINK Application Form(s)”

“Placing”

“Placing Shares”

“Placing Underwriters”

“Placing Underwriting
Agreement”

“Po Tak Property”

the property comprising Shop No. 10 on Ground Floor
and whole 1st Floor, Elly House, Nos. 57-69 Hong Ning
Road and Nos. 32-38 & 38A Tung Ming Street, Kwun
Tong, Kowloon, property no. 3 as set out in Appendix Il
to this prospectus

the application form(s) for use by Eligible Employees to
subscribe for Employee Reserved Shares pursuant to the
Employee Preferential Offering

the conditional placing of the Placing Shares by the
Placing Underwriters for and on behalf of the Company
to institutional, professional, corporate and other
investors in Hong Kong and elsewhere in the world
outside the United States at the Offer Price, on and
subject to the terms and conditions under the Placing
Underwriting Agreement, as further described in
“Structure and Conditions of the Share Offer”

233,280,000 Shares, comprising 190,080,000 new Shares
being initially offered by us for subscription and
43,200,000 Sale Shares being initially offered by the
Selling Shareholder for purchase pursuant to the Placing
together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the
exercise of the Over-allotment Option

the underwriters for the Placing who are expected to
enter into the Placing Underwriting Agreement

the underwriting agreement relating to the Placing to be
entered into by, among others, the Company and the
Placing Underwriters on or about the Price Determination
Date, as further described in “Underwriting” in this
prospectus

the property comprising Shop No. 10 on Ground Floor
including the cockloft (and the staircase in part of Shop
No. 10 and in the cockloft thereof leading from Shop No.
10 on the G/F to 2/F level and the lift shaft and lift
serving the 1/F and 2/F), the whole of the 1st and 2nd
Floors including the staircase in the entrance hall and the
staircases adjacent to Shop Nos. 1, 6 and 7 leading from
G/F to 2/F level, Flat C on 3rd Floor and Flat Roof, Win
Fong Heights, No. 180 Hing Fong Street and No. 15 Shing
Fong Street, Kwai Chung, New Territories, property no. 6
as set out in Appendix Il to this prospectus
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“Possible Acquisition”

“PRC" or “China”

“Price Determination Date”

"Prime Health”

"Public Offer”

"Public Offer Shares”

"Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“Regulation S”

“Remuneration Committee”

the possible acquisition of (i) the entire issued share
capital of the Target Company and (ii) its shareholders’
loan due to the Vendors, by Pine Care Elderly Home from
the Vendors at a consideration of HK$13,880,000
pursuant to the MOU. See “History, Development and
Reorganisation — Possible Acquisition after the Track
Record Period” in this prospectus for further details of
the Possible Acquisition

the People’s Republic of China, excluding for the
purposes of this prospectus only, Hong Kong, the Macau
Special Administrative Region of the People’s Republic of
China and Taiwan

the date expected to be on 9 February 2017, but no later
than 13 February 2017, on which the Offer Price is fixed
for the purpose of the Share Offer

Prime Health Holdings Limited (FEMRERARAR),
formerly known as Pine Care (Holdings) Limited (FA#%(#E
) A R 7l), Pine Care Elderly Home (Holdings) Limited
(WS ot 2 e (FER) H FR A #]) and Pine Care (Holdings)
Limited (FAB4(HERL)AFR/ATR]), a company incorporated in
Hong Kong with limited liability on 10 January 2001 and
an indirect wholly-owned subsidiary of our Company

the offer by us of the Public Offer Shares to the public in
Hong Kong for subscription at the Offer Price (plus a
brokerage fee of 1%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%), on and
subject to the terms and conditions set out in this
prospectus and the Application Forms, as further
described in “Structure and Conditions of the Share
Offer”

25,920,000 new Shares being initially offered by us for
subscription pursuant to the Public Offer

the underwriters listed in “Underwriting — Underwriters
— Public Offer Underwriters”, being the underwriters of
the Public Offer

the underwriting agreement dated 26 January 2017
relating to the Public Offer entered into by, among
others, the Company and the Public Offer Underwriters,
as further described in “Underwriting”

Regulation S under the U.S. Securities Act

the remuneration committee of our Board
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“Reorganisation”

"

“Reorganisation Agreement

“Right of First Refusal Deed”

“Ruby International”

“Sale Shares”

“Selling Shareholder”
IISFCII

MSFO"

“Shareholder(s)”

“Share Offer”

“Share Option Scheme”

“Share(s)” or “our Share(s)”

the reorganisation of our Group in preparation for the
Listing, details of which are set out in "History,
Development and Reorganisation — Reorganisation”

the reorganisation agreement dated 24 May 2016
entered into, among others, Top Benchmark Limited,
River Bright Limited, Mr. Alex Ng, Moral Wealth
Development Limited, Ms. Suen, Ms. Chu, Mr. Edwin Yim,
Pine Care Health and Pine Active Care, in respect of the
sale and purchase of the shares in Prime Health

the right of first refusal deed dated 26 January 2017
executed by our Controlling Shareholders, Pine Care
China BVI and Pine Care China HK in favour of our
Company (for ourselves and as trustee for and on behalf
of our subsidiaries), regarding the right of first refusal as
more particularly set out in “Relationship with our
Controlling Shareholders — Rule 8.10 of the Listing Rules
— Right of first refusal in respect of the disposal of
interest in World Pine” in this prospectus

Ruby International Investment Limited (%1% f1 B EH
FR/AH]), a company incorporated in Hong Kong with
limited liability on 9 April 1997 and an indirect wholly-
owned subsidiary of our Company

43,200,000 Shares being initially offered by the Selling
Shareholder for sale under the Share Offer

Pine Active Care
the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented from
time to time

holder(s) of Shares

the Public Offer (including the Employee Preferential
Offering) and the Placing

the share option scheme conditionally adopted by our
Company on 23 January 2017, the principal terms of
which are summarised in "“Statutory and General
Information — D. Share Option Scheme” in Appendix V
in this prospectus

ordinary share(s) with a nominal value of HK$0.01 each in
the share capital of our Company
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“Silverage Pillar”

"

“Silverage Pillar Shareholders

“Silverage Pine Care”

“Silverage Pine Care
Shareholders”

“Sole Global Coordinator” or
“Stabilising Manager”

“Sole Sponsor”

“Stock Exchange”

“"Takeovers Code”

Silverage Pillar Limited, a company incorporated in BVI
with limited liability on 19 June 2015, one of our
Controlling Shareholders. As at the Latest Practicable
Date, Silverage Pillar was owned as to approximately
74.86% by Mr. Elson Yim, approximately 18.72% by Mr.
Alex Ng, approximately 0.58% each by three of its
shareholders who are employees of our Group, and
approximately 0.36% by each of its remaining 13
shareholders who are employees of our Group,
respectively. The details of Silverage Pillar are set out in
"“History, Development and Reorganisation —
Reorganisation — Reorganisation Steps — Incorporation
of Silverage Pine Care and Silverage Pillar” in this
prospectus

the shareholders of Silverage Pillar

Silverage Pine Care Limited, a company incorporated in
BVI with limited liability on 19 June 2015, one of our
Controlling Shareholders. As at the Latest Practicable
Date, Silverage Pine Care was owned as to approximately
43.00% by Mr. Elson Yim, approximately 9.90% by Mr.
Alex Ng, approximately 6.59% by Ms. Mona Cho,
approximately 0.73% by Ms. Suen, approximately 6.37%
by Mr. Billy Yim, approximately 0.18% by Mr. Edwin Yim,
approximately 7.49% by Ms. Chu and as to not more than
5.0% by each of its remaining 23 shareholders. The
details of Silverage Pine Care are set out in “History,
Development and Reorganisation — Reorganisation —
Reorganisation Steps — Incorporation of Silverage Pine
Care and Silverage Pillar” in this prospectus

the shareholders of Silverage Pine Care

Guotai Junan Securities

Guotai Junan Capital Limited, a licenced corporation
under the SFO to engage in type 6 (advising on corporate
finance) regulated activity

The Stock Exchange of Hong Kong Limited

the Hong Kong Code on Takeovers and Mergers issued by
the SFC, as amended or supplemented from time to time
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DEFINITIONS

“Tak Fung Property 1"

“Tak Fung Property 2"

“Target Company”

“Target Premises”

“Target RCHE"

“Track Record Period”

“Upgrade”

“Upgrading Care and
Attention Homes”
"Underwriters”

“Underwriting Agreements”

"U.S.” or "United States”

the property comprising Shops 89 and 91 on Ground
Floor, Tak Fung Building, Nos. 85, 85A, 87, 89, 91 & 91A
Lai Chi Kok Road, Mong Kok, Kowloon, property no. 1 as
set out in Appendix Ill to this prospectus

the property comprising the whole of 1st and 2nd Floors,
Tak Fung Building, Nos. 85, 85A, 87, 89, 91 & 91A Lai Chi
Kok Road, Mong Kok, Kowloon, property no. 2 as set out
in Appendix Ill to this prospectus

a company incorporated in Hong Kong with limited
liability which is the licence holder of an existing care
and attention home in Hong Kong. Pursuant to the MOU,
its entire issued share capital and shareholders’ loan were
proposed to be acquired under the Possible Acquisition.
Prior to the completion of the Possible Acquisition, if
materialised, the Target Company is an Independent
Third Party

the premises currently occupied by the existing care and
attention home operated by the Target Company which
will, upon completion of the Possible Acquisition (if
materialised), be continued to be occupied by the Target
RCHE

the new care and attention home to be operated by the
Target Company upon completion of the Possible
Acquisition, if materialised

the three years ended 31 March 2016 and the four
months ended 31 July 2016

the upgrade of Pine Care Centre, Pine Care (Tak Fung)
Elderly Centre and Pinecrest Elderly Centre from EA2
classification to EA1 classification under the Enhanced
Bought Place Scheme pursuant to an application made to
the SWD in September 2016 and the conditional approval
of the SWD on 30 November 2016

Pine Care Centre, Pine Care (Tak Fung) Elderly Centre and
Pinecrest Elderly Centre which are subject to the Upgrade

the Public Offer Underwriters and the Placing
Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

the United States of America, its territories and

possessions, any state of the United States and the
District of Columbia
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"U.S. Securities Act” the United States Securities Act 1933, as amended or

supplemented from time to time

"Vendors” Billion Fortune International Limited, Grand Profit

Enterprise Limited and Regent Gold Business Limited,
being the vendors named in the MOU, all of which are
Independent Third Parties

“Well Mount” Well Mount Limited ((EFAAFMRAH), a company

incorporated in Hong Kong with limited liability on 12
January 2006, and is wholly-owned by Ms. Leu

“Wellfield Properties” Wellfield Properties Development Limited (&= 58 B A

M7y #]), formerly known as Wealth Pine Limited (#35EA R
A +]), a company incorporated in Hong Kong with limited
liability on 23 September 2005 and an indirect wholly-
owned subsidiary of our Company

“"WHITE Application Form(s)” the application form(s) for use by the public who

require(s) such Public Offer Shares to be issued in the
applicant’s own name

“Witmart Design” Witmart Design & Construction Co. Limited (&5 #5T4#1E&

THAAF]), formerly known as Wellrich Transportation
Limited (& ##E##A FR/A E]), Witmart International Limited
(BERFETHEMRAF) and Witmart International Limited
(RS EEGHMAA), a company incorporated in Hong
Kong with limited liability on 16 March 1993 and an
indirect wholly-owned subsidiary of our Company

“World Pine” World Pine Elderly Care Services Limited (ZEYIH A%k

A B/, a limited liability company established in the
PRC on 8 December 2015, which is owned as to 50% each
by Pine Care China HK and an Independent Third Party

"YELLOW Application Form(s)” the application form(s) for use by the public who

u%n

require(s) such Public Offer Shares to be deposited
directly into CCASS

per cent

In this prospectus, unless otherwise stated or the context otherwise requires,

the terms “associate”, “close associate”, “connected person”, “connected
transaction”, “core connected person”, “subsidiary” and “substantial shareholder”
shall have the meanings given to such terms in the Listing Rules, unless the

context otherwise requires;
amounts and percentage figures, including share ownership and operating data,

may have been subject to rounding adjustments. Where information is presented
in thousands or millions, amounts of less than one thousand or one million, as the
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case may be, have been rounded to the nearest hundred or hundred thousand,
respectively, and amounts presented as percentages have been rounded to the
nearest tenth of a percent. Accordingly, totals of rows or columns of numbers in
tables may not be equal to the apparent total of the individual items; and

if there is any inconsistency between this prospectus and the Chinese translation
of this prospectus, this prospectus shall prevail.

For ease of reference, the names of the PRC established companies, entities, laws
and regulations have been included in this prospectus in both Chinese and
English. The name in Chinese is the official name of each such company, entity,
law or regulation (as the case may be), while that in English is only an unofficial
translation, and in the event of any inconsistency, the Chinese name shall prevail.

denotes an English translation of a Chinese name and is for identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
prospectus as they relate to our Company and are used in this prospectus in connection
with our business or us. These terms and their given meanings may not correspond to

standard industry definitions.

“aged homes"” or
"home(s) for the aged”

“Barthel Index”

"CAGR"

"care and attention homes

“Central Waiting List” or
IICWLII

"contract homes”

"

a type of RCHEs, which, according to the SWD, provide
residential and support facilities with a limited degree of
assistance in daily activities to elderly who are unable to
live independently but are not dependent on personal or
nursing care. They are assessed to be in the “no or mild
impairment” category under the SCNAMES

a 10 item ordinal scale that measures functional
independence in the domains of personal care and
mobility, including self-care, sphincter management,
transfers and locomotion

compound annual growth rate

a type of RCHEs, which, according to the SWD, provide
residential and support facilities with limited nursing care
to elderly who suffer from poor health or physical or mild
mental disabilities with difficulties in daily activities but
are mentally suitable for communal living. They are
assessed to be in the “moderate impairment” category
under the SCNAMES

the Central Waiting List that has been implemented by
the SWD for subsidised long-term care services since 28
November 2003 to facilitate the registration request of
elderly for subsidised long term care services at a single
entry point

a type of residential care services for the elderly, the
nature of service and eligibility criteria of which are the
same as care and attention homes and nursing homes.
The SWD introduced competitive bidding to residential
care services for elderly in 2001, in an attempt to secure
the best value services. It acts as a new mode of selecting
operators (NGOs or private sector organisations) for the
delivery of residential care services for elderly with
moderate to severe level of impairment through an open
tender and a contract agreement. Service performance of
the operator is monitored by the SWD to ensure
compliance with the service contract
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"CSSA Scheme”

"EBPS Agreement”

“elderly”

"Enhanced A1” or “EA1"

"Enhanced A2" or "EA2"

“Enhanced Bought Place
Scheme” or “EBPS”

MGDPH

Comprehensive Social Security Assistance Scheme, which
is administered by the SWD and which provides a safety
net for people who cannot support themselves
financially. It is designed to bring their income up to a
prescribed level to meet their basic needs. Eligible
candidates have to pass a residence requirement and
financial tests

an agreement between the SWD and a RCHE which can
meet the requirements under EA1 or EA2 and has offered
its places for purchase by the SWD. Such agreement sets
out the minimum staffing requirement applicable to the
RCHE, which is higher than the minimum staffing
requirement under the RCH(EP)R and the RCHE Code of
Practice

individuals aged 60 years or above

one of the two categories under the Enhanced Bought
Place Scheme. EA1 homes have higher requirements in
terms of staffing and per capita net floor space as
compared to EA2 homes. As required under the
Enhanced Bought Place Scheme, the staffing requirement
for an EA1 homes with 40 places is 21.5, calculated on the
basis of eight working hours per staff per day including
relief staff and its per capita net floor area is 9.5 m?

one of the two categories under the Enhanced Bought
Place Scheme. EA2 homes have lower requirements in
terms of staffing and per capita net floor area as
compared to EA1 homes. As required under the
Enhanced Bought Place Scheme, the staffing requirement
for an EA2 homes with 40 places is 19, calculated on the
basis of eight working hours per staff per day, including
relief staff, and its per capita floor net area is 8 m?

the scheme under which the SWD has purchased
residential care places (beds) from private homes for the
elderly since 1998, with a view to upgrading the service
standard of these homes through enhanced service
requirements in terms of staffing and space standard.
This also helps to increase the supply of subsidised places
so as to reduce elderly’'s waiting time for subsidised care
and attention home places. Elderly homes under the EBPS
are split into two categories, namely EA1 and EA2 with
different space standards and staffing requirements

gross domestic product. All references to GDP growth

rates are to real as opposed to nominal rates of GDP
growth
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"GFA"

“hostels for the elderly”

“institutionalisation rate”

“labour ratio”

"LORCHE"

"NGO(S)"

“nursing homes”

"

“old-age dependency ratio

“RACAS”

“RCH(EP)O"

“RCH(EP)R”

gross floor area

a type of RCHEs, which provide communal living
accommodation, program activities and round the clock
staff support for elderly who are capable of self-care

percentage of elderly staying in RCHEs

the labour ratio of a RCHE represents the proportion of
staff per resident. It is obtained by dividing the number
of employees by the total number of residents. The
higher the ratio, the more likely residents are to be
receiving attention

Licensing Office of Residential Care Homes for the
Elderly, which was established by the SWD for the
administration of the licensing scheme under the
RCH(EP)O, the RCH(EP)R and the RCHE Code of Practice

acronym for non-governmental organisation(s), which
operate(s) independently from any form of government
and is/are not for profit-making

a type of RCHEs, which according to the SWD, provide
residential and support facilities with the highest level of
nursing care to elderly who suffer from poor health or
physical or mental disabilities with difficulties in daily
activities but are mentally suitable for communal living.
They are assessed to be in the “severe impairment”
category under the SCNAMES

the number of elderly aged 65 or above to the working-
age population (15-64 years old)

Residential Aged Care Accreditation Scheme, which was
launched by the Hong Kong Association of Gerontology
in March 2005 to (i) promote the quality of care through
promulgation of the quality process and outcome
monitoring in residential care services for elderly; (ii)
serve as a service quality reference benchmark for the
community; and (iii) provide information for the public to
select RCHEs which have been accredited. It is the only
accreditation scheme in Hong Kong to be recognised by
the International Society of Quality in Healthcare (ISQua)

the Residential Care Homes (Elderly Persons) Ordinance
(Chapter 459 of the Laws of Hong Kong)

the Residential Care Homes (Elderly Persons) Regulation
(Chapter 459A of the Laws of Hong Kong)
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GLOSSARY OF TECHNICAL TERMS

"RCHE Code of Practice”

the Code of Practice for Residential Care Homes (Elderly
Persons) issued by the SWD under section 22 of the

RCH(EP)O
“residential care home(s) for RCHEs provide residential care and facilities for elderly
the elderly” or "RCHE(s)” aged 60 or above whom, for personal, social, health and/

“residential care places”

u

"SCNAMES”
“sq.ft.”
"sq.m.” or
IISWDII

m

2n

or other reasons, cannot adequately be taken care of at
home. Persons aged between 60 and 64 may apply if
there is a proven need. There are four types of RCHEs,
namely, nursing homes, care and attention homes, aged
homes and hostels for the elderly

beds in a RCHE

Standardised Care Need Assessment Mechanism for
Elderly Services, which was implemented by the SWD in
November 2000. Under the SCNAMES, Minimum Data Set-
Home Care (MDS-HC), an internationally recognised
assessment tool, is adopted to ascertain the care needs of
elderly and match them with appropriate services

square foot or square feet
square metre(s)

the Social Welfare Department of the Hong Kong
Government
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. When used in this prospectus,
the words “aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “going forward”,
“intend”, “may”, “might”, “plan”, “project”, “propose”, “seek”, “should”, “target”, “will”,
“"would” and the negative of these words and other similar expressions, as they relate to
the Group or our management, are intended to identify forward-looking statements. These
forward-looking statements include, without limitation, statements relating to:

° our business strategies and our operating and future plans;

° our objectives and expectations regarding our future operations, profitability,
liguidity and capital resources;

e future events and developments, trends and conditions in the industry and
markets in which we operate or plan to operate;

° our ability to control costs; and

° our ability to identify and successfully take advantage of new business
development opportunities.

Such statements reflect the current views of our management with respect to future
events, operations, profitability, liquidity and capital resources, some of which may not
materialize or may change. Actual results may differ materially from information, implied
or expressed, in the forward-looking statements as a result of a number of factors,
including, without limitation, the risk factors set out in “Risk Factors” and the following:

° changes in the laws, rules and regulations applicable to us;

° general economic, market and business conditions in Hong Kong, including the
sustainability of the economic growth in Hong Kong;

° changes or volatility in interest rates, foreign exchange rates, equity prices or
other rates or prices;

° business opportunities and plans that we may pursue;

° our ability to identify, measure, monitor and control risks in our business,
including our ability to improve our overall risk profile and risk management
practices; and

° other factors beyond our control.

Subject to the requirements of applicable laws, rules and regulations, we do not have
any obligation to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect, or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements contained in this prospectus are qualified by reference to the
cautionary statements set forth in this section as well as the risk factors set out in “Risk
Factors”.
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In this prospectus, statements of or references to our intentions or those of any of our
Directors are made as at the date of this prospectus. Any such intentions may change in
light of future developments.
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An investment in our Shares involves various risks. You should carefully consider all
the information in this prospectus and, in particular, the risks and uncertainties described
below before making an investment in our Shares.

The occurrence of any of the following events could materially and adversely affect
our business, financial condition, results of operations or prospects. If any of these events
occur, the trading price of our Shares could decline and you may lose all or part of your
investment. You should seek professional advice from your relevant advisers regarding
your prospective investment in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

If our RCHE licences are suspended, cancelled or not renewed, or if we fail to obtain a new
RCHE licence for any new RCHE that we operate, we may be unable to maintain or expand
our operations.

RCHE licences are required to be obtained and maintained by our Group for the
operations of our care and attention homes. See “Regulatory overview — Regulations in
relation to the operation of residential care homes for the elderly” and “Legal compliance
and litigation — Licences” in this prospectus for further details.

During the Track Record Period and up to the Latest Practicable Date, three of our
care and attention homes had received four warning letters and one verbal warning for
non-compliance with the RCHE Code of Practice. According to the relevant warning letters,
the SWD may, among others, cancel or temporarily suspend the licence of the relevant
RCHE, refuse to renew the licence, or change any condition attached to the licence. See
“Business — Legal compliance and litigation — Compliance with Laws and Regulations —
Non-compliance with RCH(EP)O, RCH(EP)R and RCHE Code of Practice” in this prospectus for
further details.

There is no assurance that our RCHE licences will not be suspended, cancelled or will
be renewed, or that we will be able to obtain a new RCHE licence for any new RCHE that
we operate. If our RCHE licences are suspended, cancelled or not renewed, or if we fail to
obtain a new RCHE licence for any new RCHE that we operate, our operations could be
interrupted and our financial condition, results of operations and expansion plans may be
materially and adversely affected.

We depend on the SWD for a significant portion of our revenue.

We participated in the EBPS pursuant to which the SWD purchased up to 747 of our
1,218 residential care places during the Track Record Period and up to the Latest
Practicable Date, representing approximately 61.3% of our total number of residential care
places as at the Latest Practicable Date. For the three years ended 31 March 2016 and the
four months ended 31 July 2016, our revenue generated from the payment of the base rate
by the SWD under the EBPS and the monthly residential fee paid by the residents who
participated under the EBPS accounted for approximately 57.1%, 59.5%, 58.6% and 58.3%
of our total revenue, respectively. We expect that we will continue to participate in the
EBPS and derive a significant portion of our revenue from the SWD.
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The entry requirements of the EBPS include requirements on space standard and
staffing as well as service quality requirements. We generally enter into separate EBPS
Agreements in respect of each of our care and attention homes with the SWD under the
EBPS for a term of two years regarding the purchase of residential care places. We cannot
assure you that we will continue to be eligible for participation in the EBPS Further, we
cannot assure you that the SWD will continue to purchase the same number of residential
care places from us at an acceptable price, or at all or it will continue to implement the
EBPS in the future.

Pursuant to the EBPS Agreements, the SWD has the right to reduce the number of
residential care places purchased by giving prior notice and adjust the residential fees
payable with reference to the average monthly consumer price index once a year. If the
SWD exercises its rights mentioned above, we cannot assure you that we will be able to
locate individual customers to fill in the vacancy in a timely manner or at all while charging
the same rate as that paid by the SWD under the EBPS, and that the adjusted residential
fees will be able to cover our cost of services, which could have a material adverse effect
on our business, financial position and results of operations.

We are required to comply with staffing requirements and our performance depends on
our ability to recruit and retain quality and qualified staff. In addition, the RCHE industry
in Hong Kong is faced with manpower shortage which may adversely affect our labour
costs.

Pursuant to the RCH(EP)R, RCHE Code of Practice and EBPS Agreements, we are
required to comply with staffing requirements in relation to, among others, home
managers, registered/enrolled nurses, physiotherapists, health workers, care workers and
ancillary workers. We also engage qualified staff such as social workers and
physiotherapists. Nurses, social workers and physiotherapists are required to renew their
licences whereas health workers are required to maintain registration under the RCH(EP)R
and are subject to continuing monitoring by the LORCHE established by the SWD. Our staff
costs amounted to approximately HK$67.0 million, HK$72.5 million, HK$76.2 million and
HK$24.3 million for the three years ended 31 March 2016 and the four months ended 31
July 2016, respectively, representing approximately 45.3%, 44.3%, 44.1% and 41.0% of our
revenue for the respective period. Our performance as well as success therefore rely, in
part, on the number and quality of qualified staff employed for our care and attention
homes. If we do not succeed in attracting and retaining an appropriate level of motivated
and qualified staff, our service quality and consistency and our ability to execute our
business strategies may suffer. Further, our eligibility to participate in the Enhanced Bought
Place Scheme may be adversely affected. A shortage of skilled staff could also lead to an
increase in our salaries, wages and benefits, which would reduce our profits and have a
material adverse effect on our operating results and financial performance.

In addition, as we expand the scale of our business operations, it may become
increasingly difficult for us to attract and retain an adequate number of qualified staff for
our new care and attention homes. We cannot predict the degree to which we may be
affected by the future availability or cost of attracting and retaining talented staff. Our
failure to recruit or retain qualified staff to our existing and future care and attention
homes, or the loss of or increased costs in retaining such qualified staff in such care and
attention homes, would have a material adverse effect on our business, financial condition
and results of operations.
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We may not be able to attract and retain our Directors and senior management, which
may severely disrupt our business, results of operation and future prospects.

Our success depends heavily on our ability to attract, retain and motivate key
personnel, including our Directors and senior management members. Certain of our
executive Directors have more than 20 years experience in the RCHE industry. In particular,
Mr. Elson Yim, our executive Director has over 27 years of experience in the RCHE industry,
and therefore has an in-depth understanding of the market trends and policy changes in
the industry. Further, each member of our senior management team has worked with our
Group for over 18 years and possesses an extensive experience and technical knowledge in
the RCHE industry. The continuous successful management of our business is also, to a
considerable extent, dependent on our Directors and senior management members who
play vital roles in our operations. If any of our Directors or senior management members is
unable to continue to serve in their present positions and we are not able to recruit
suitable and qualified personnel to replace them, our business may be severely disrupted
and our results of operations and future prospects may be affected.

Our development and ramp-up schedule of new care and attention homes could contribute
to the fluctuations of our financial results and new care and attention homes may not
achieve timely profitability as anticipated, or at all.

We plan to expand our network of care and attention homes in Hong Kong by
horizontal expansion (through acquisition of a suitable property and establishment of a
new care and attention home) and private sector expansion (through implemention of the
Pine Care Place Development Plan). As at the Latest Practicable Date, save for the Pine Care
Place Development Plan and the Possible Acquisition, we had not yet identified any site
and/or any specific acquisition plans or identified any targets, nor had we entered into any
definitive agreements with any potential targets. See “Business — Our Strategies” in this
prospectus for further details. We may not be able to identify suitable locations to expand
our network of care and attention homes or be able to negotiate commercially acceptable
terms for the acquisition of a property for establishing a new care and attention home. In
addition, the Pine Care Place Tenancy Agreement is for a term of six years which is
expected to commence from February 2017 (subject to the notification to move in to the
premises from the landlord). There is no assurance that the said notification will be issued
by the landlord according to our expected schedule. Any such delay may affect our
expected timetable for the opening of Pine Care Place.

We generally incur a material amount of capital expenditure to open new care and
attention homes, typically consisting of associated capital contribution or commitment as
well as investments for decoration and renovation of the property, recruitment and
requisite medical and other equipment. As a result, relevant costs and expenses, such as
amortisation of related leasehold improvements, depreciation of property, plant and
equipment, staff expenses and rental expenses, begin to accrue in the early stage ramp-up
period. We expect the amount of required initial investment to be significantly affected by
general market conditions in the local areas, including the level of property acquisition
costs and labour costs. We may not be able to secure sufficient financing for our expansion.
Moreover, there is also no assurance that we will be able to attract and recruit sufficient
qualified workers to meet the relevant staffing requirements for the operations of our new
care and attention homes. We also expect that our schedule of developing and ramping up
new care and attention homes will affect our financial condition and results of operations,
and may lead to period-to-period fluctuations in the future.
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In respect of our expansion plans, our Directors believe that our Group may experience
certain financial impact and to the best knowledge of our Directors and for illustrative
purpose only, such financial impact includes (i) a substantial amount of capital expenditure
is expected to be incurred in the amount of approximately HK$9.0 million and HK$21.8
million in respect of our horizontal expansion plan and Pine Care Place Development Plan
respectively; (ii) a higher gearing ratio after we acquire the property under the horizontal
expansion plan; and (iii) higher operating expenses per month. The operating expenses of
Pine Care Place for the seven months from its expected date of commencement of business
in September 2017 to 31 March 2018 are expected to be approximately HK$9.0 million
comprising depreciation expenses, rent and building management fees, salary and other
expenses, and the monthly operating expenses for the new care and attention home to be
established under the horizontal expansion plan are expected to be approximately HK$1.1
million per month. See “Business — Our Strategies — Continue to expand our network of
care and attention homes in Hong Kong” and “Business — Pine Care Place Development
Plan — Expected impact on our Group — Financial impact” in this prospectus for further
details.

Our ramp-up schedule may also be affected by the time required for us to undergo
certain regulatory review and approval processes from various government departments in
Hong Kong, including the SWD, Buildings Department, Fire Services Department and
Planning Department. We cannot assure you that we will be able to obtain all the required
approvals or licences for establishing and operating care and attention homes in a timely
manner or at all. Furthermore, we may not be able to attain the target occupancy rate of
the new care and attention homes in line with their respective anticipated timetables due
to, among other reasons: (i) any failure or material delay in obtaining the required
approvals or licences; (ii) any substantial increase in costs to ramp up operations; (iii)
achieving weaker market reception than expected; and (iv) difficulty in recruiting sufficient
qualified staff to work at such facilities. In addition, under the Pine Care Place
Development Plan, we intend to charge monthly residential fees ranging from HK$19,800
to HK$39,800 at Pine Care Place given its service quality, more customised services, staffing
requirements and per capita net floor space as compared to our existing care and attention
homes. As at the Latest Practicable Date, the monthly residential fees of our existing care
and attention homes ranged from approximately HK$8,050 to HK$18,000. As the residential
fees to be charged at Pine Care Place will be substantially higher than those we are
charging for our existing care and attention homes, we may not be able to effectively
market Pine Care Place and attract new elderly residents who are willing to pay such level
of residential fees. The operating results generated at new care and attention homes may
not be comparable to the operating results generated at any of our existing care and
attention homes, and may even operate at a loss. If any of the above occurs, we may not
be able to achieve investment payback in accordance with the anticipated timetable. We
cannot assure you that our future care and attention homes will achieve the profitability at
a level similar to that of our existing care and attention homes, or at all. Any of the above
conditions could materially and adversely affect our business, financial condition and
results of operations.

Our future business growth primarily depends on the successful implementation of our
strategies and future plans. The successful implementation of our strategies and future
plans are subject to certain business, economic and competitive uncertainties and
contingencies, such as continued growth of the elderly care services in Hong Kong.
Moreover, our future expansion and subsequent ramping up and integration efforts will
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require significant attention from our management and could result in a diversion of
resources from our existing care and attention homes, which in turn could have an adverse
effect on our business operations. If we are not able to identify, capture or execute
opportunities to expand our operations successfully, our business, financial condition,
results of operations and prospects could be materially and adversely affected.

Our future acquisitions and the Possible Acquisition may not be successful.

After the Listing, we intend to expand our network by establishing an additional care
and attention home through acquisition of a suitable property. In addition, on 4 January
2017, we entered into the MOU which is non-legally binding in relation to the Possible
Acquisition. See “Business — Our Strategies — Continue to expand our network of care and
attention homes in Hong Kong — Horizontal expansion” and “History, Development and
Reorganisation — Possible Acquisition after the Track Record Period” in this prospectus for
details of our horizontal expansion plan and the Possible Acquisition, respectively.

Implementing our acquisition strategies may expose us to the following risks which
could have adverse effects on our business, financial condition, operating results and future
prospects:

° unidentified or unforeseeable liabilities or risks may exist in the potential
property or business to be acquired;

e  failure to realise anticipated cost savings or other synergies from the acquisition;

° incurring additional debts which could reduce our available funds for operation
and other purposes as a result of increased debt repayment obligations;

° potential impairment losses relating to goodwill or other intangible assets

acquired;

° litigation or other claims in connection with the acquired businesses or
subsidiaries;

e inability to retain sufficient manpower;

° loss of customers;

° diverting efforts of the management and other resources; and

° completion of future acquisitions and the Possible Acquisition may not take place
according to the expected timetable or at all.
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We may not be able to identify good acquisition opportunities, or carry out
acquisitions on favourable terms or obtain the required financing to complete the
acquisition. Moreover, the anticipated future business expansion after the acquisition may
create significant pressure on our management, internal control and resources, and we may
also incur additional expenses. In addition to training, management and consolidation of
staff, we are also required to continue developing and strengthening our management and
financial supervision. We cannot assure you that all acquisitions will generate long-term
benefits for us, or that we will be able to integrate the acquired property or business
effectively. Any failure to achieve the above results may have material adverse effects on
our business, financial condition, operating results and future prospects.

We may need additional capital to fund the expansion plan and growth in the future,
which we may not be able to obtain on acceptable terms, or at all.

We may need additional capital to fund our capital expenditure associated with our
expansion plans. There is no assurance that we will generate sufficient cash flow from our
operating activities for our intended expansion plans. In the event that we do not have
sufficient operating cash flow, we will need to obtain alternative financing. There is no
assurance that we will be able to obtain adequate financing on acceptable terms, or at all.
Our ability to obtain additional capital on acceptable terms will be subject to a variety of
uncertainties, including:

) investor perceptions of and appetite for securities of companies engaged in the
industry in which we are operating our business;

° conditions in the capital and financial markets in which we may seek to raise
funds;

® our future cash flows, financial condition and results of operations; and
e economic, political and other conditions in Hong Kong and the rest of the world.

We may be required to scale down our planned capital expenditures, which may
adversely affect our ability to achieve economies of scale and implement our planned
growth strategy. If we raise additional funding, our interest and debt repayment
obligations will increase. The terms of any future debt facilities may also impose restrictive
covenants that may restrict our business and operations or result in dilution of
shareholding of the Shareholders in the case of equity financing. Our inability to raise
additional funds in a timely manner and on terms favourable to us, or at all, may have a
material adverse effect on our financial condition, results of operations and prospects.
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We rely on our reputation within the RCHE industry. In addition, we are exposed to
inherent risks of caretaking incidents and legal proceedings arising from our operations.
Resolving caretaking incidents and proceedings could result in significant costs and
materially and adversely affect our reputation and business.

Our Directors consider that our success depends to a significant extent on the
recognition of our reputation in the RCHE industry as a reliable service provider. Many
factors, some of which are beyond our control, are important for maintaining and
enhancing our reputation and may negatively impact on our reputation if not properly
managed, such as our ability to:

® maintain a comfortable, convenient and reliable resident experience;

° control the quality of our services and facilities, and to monitor the performances
of our staff; and

° increase our brand awareness among existing and potential residents through
various means of marketing and promotional activities.

Our reputation could be harmed if, for example, our services or facilities fail to meet
the expectation of our residents. On the other hand, promotion efforts may be expensive
and we may fail to effectively enhance our reputation and translate into additional sales.
Our failure to develop, maintain and enhance our reputation may materially and adversely
affect the level of market recognition of, and trust in, our services, which could result in
decreased sales and loss of residents. We may also face challenges from others seeking to
benefit from damaging our reputation. Any negative publicity in relation to our services,
our facilities, our peers or our industry, regardless of its veracity, could seriously harm our
public image and reputation which in turn may result in a loss of residents and staff and
have a material adverse effect on our business, financial condition and results of
operations. In addition, any litigation claims or complaints from residents or their relatives
in relation to the quality of services provided by us may adversely affect the reputation and
image of our Group, and may in turn, materially and adversely affect the demand for our
services.

Our services include the provision of professional nursing and caretaking service,
which involves, among others, medication administration in accordance with doctor’s
prescription, and nutritional management, which involves meals prepared by our kitchens.
Due to the nature of providing medication and food to residents with varying degrees of
health and medical conditions, we are exposed to inherent risks in our operations even in
cases in which we believe we were fully compliant with best practices in our field, and such
risks cannot be eliminated entirely. Any failure by us to effectively manage medication
administration and proper storage, handling and disposal of medication and ensure food
safety may result in unsuccessful or unsatisfactory treatment outcomes and foodborne
illness, respectively. In extreme cases, injuries or even death may be caused to the residents.

In addition, due to the nature of our operations, we are also exposed to inherent risks
of other incidents such as falls in the elderly residents and other types of physical injuries
to the elderly residents, dispute between elderly residents which may result in physical
injuries or even casualty, missing of elderly residents, and outbreaks of contagious diseases
within a care and attention home.
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There is no assurance that we will not experience incidents of injury or death to our
residents at our care and attention homes in the future. We are also susceptible to
complaints from residents or their relatives associated with our services from time to time.
Any caretaking or other incidents mentioned above occurring at our care and attention
homes may result in a claim or legal proceeding against us, which, regardless of merit or
settlement status, could adversely affect our reputation, divert management resources and
cause us to incur significant costs, such as legal fees. Furthermore, we may not be
adequately insured against losses and liabilities arising from such claims or proceedings. A
settlement or successful claim against us can result in significant costs, damages,
compensation and reputational damage to us and adversely affect our business, results of
operations and financial condition.

We may be indirectly affected by the reputation of World Pine.

World Pine is owned as to 50% by each of Pine Care China HK and an Independent
Third Party. Pine Care China HK is wholly owned by Pine Care China BVI, which is in turn
wholly owned by Pine Active Care, one of our Controlling Shareholders. World Pine was
established for the purposes of exploring opportunities in the elderly care business in
Shenzhen, Guangzhou and Shanghai in the PRC and it is currently intended that the
business of World Pine shall focus on the provision of residential care services for the
elderly in the PRC. As at the Latest Practicable Date, World Pine was still in the process of
identifying business opportunities and had not commenced business operations. See
“Relationship with Controlling Shareholders — Rule 8.10 of the Listing Rules —
Relationship with World Pine” in this prospectus for further details.

Like ourselves, World Pine’s market reputation and the trust of its future residents and
their relatives will affect its future business. Hence, any negative press or association
related to World Pine or any of its officers or employees or the occurrence of any of the
risks set out in this section may result in a loss of residents or staff. Due to the relationship
between Pine Active Care (one of our Controlling Shareholders) and World Pine, such
negative publicity may by association create a material adverse effect on our Group’s
reputation, business, growth prospects, results of operations and/or financial condition.

Any non-renewal or early termination of leases and/or tenancy agreements or substantial
increase in rent may affect our business and financial performance.

As at the Latest Practicable Date, four of our care and attention homes and a portion
of the third floor of our Pine Care (Tak Fung) Elderly Centre were operated in properties
leased by us from Independent Third Parties, hence we were exposed to fluctuations in the
rental market. The term of these subsisting leases as at the Latest Practicable Date ranged
from six months to two years and six months and the relevant expiry dates ranged from
July 2017 to July 2019. In addition, we entered into the Pine Care Place Tenancy Agreement
in respect of our Pine Care Place Development Plan for a term of six years which is
expected to commence from January 2017. During the Track Record Period, property rental
and related expenses amounted to approximately HK$13.9 million, HK$15.8 million,
HK$16.6 million and HK$5.7 million, respectively, representing approximately 9.4%, 9.7%,
9.6% and 9.7% of our total revenue for the respective year/period.
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Before the expiry of the leases and/or tenancy agreements of our care and attention
homes, we have to negotiate terms of renewal with our respective landlords. There is no
assurance that the leases would be renewed on comparable or favourable terms (including,
without limitation, on similar tenure and on similar rental charges).

We also cannot guarantee that the leases and/or tenancy agreements of our existing
care and attention homes will not be terminated by the landlords before the expiry of the
relevant term. Pursuant to the terms of some of our subsisting tenancy agreements, our
landlords are entitled to early terminate the tenancy agreements by giving prior written
notice to us. As set out in the existing tenancy agreements in relation to the premises
currently occupied by our existing care and attention homes, written notice of not less than
three or six months is generally required for an early termination by the landlord or tenant
during the term of the tenancy in, among others, the circumstances where (i) the landlord
sells or redevelops or refurnishes or repairs or rebuilds or renovates or revitalises or
changes the user of the building or any part thereof which shall include the premises; or (ii)
the operation of care and attention home in the relevant premises is not allowed by
governmental authorities or any application for the grant/renewal of the relevant
license(s)/permit(s) from appropriate governmental authorities in connection with the
permitted use is refused by appropriate governmental authorities. Gericare Centre received
a letter dated 30 November 2016 in relation to the Early Termination. The original expiry
date of such lease is on 7 October 2017.

In the event that our lease and/or tenancy agreements is early terminated and we are
required to relocate our care and attention homes to other locations, there is no guarantee
that we will be able to secure suitable premises with a lease based on comparable terms
and in a timely manner. In addition, if we have to move our existing care and attention
homes to new locations, we have to, among others, (i) apply for a new licence of
residential care home for the elderly in respect of the new location and satisfy the relevant
requirements in relation to, among others, usage of land, structure of building, fire safety
and building safety; (ii) arrange sufficient manpower to ensure a smooth transfer and
relocation; (iii) if applicable, arrange for the change of name of the relevant RCHE; (iv)
arrange for the signing of the EBPS Agreement with the SWD in respect of the new RCHE;
and (v) reach consensus for the relocation with the residents and family members of the
existing RCHE. As a result, we may incur substantial expenses in renovation costs,
compliance costs, capital expenditures, depreciation, experience suspension of operations
and need to arrange for the relocation of residents and/or termination of the relevant
agreements with our customers. This may have an adverse impact on our business, financial
position and future potential growth.

All of our business operations are located in Hong Kong, which renders us especially
sensitive to local conditions and changes, such as those with respect to laws and
regulations, force majeure events, natural disasters or outbreaks of contagious diseases.

Currently, all of our business operations are based in Hong Kong. Our business
operations and the demand for our services are therefore exposed to any deterioration in
the economic, social and/or political conditions, significant changes in laws and regulations
governing the RCHE industry, such as those relating to the EBPS and government fundings
and resources allocation, as well as any incidence of social unrest, strike, riot, civil
disturbances, disobedience, recurrence of past outbreaks or epidemics, occurrence of any
future epidemic outbreaks, natural disasters or other catastrophic events in Hong Kong.
Since our business operations are only limited to Hong Kong, the aforesaid adverse
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circumstances may materially and adversely disrupt operations of our care and attention
homes and in turn, the revenue and profitability of our Group, and consequently, our
results of operations and financial condition.

We have substantial indebtedness and may incur additional indebtedness in the future,
and we may not be able to generate sufficient cash to satisfy our existing and future debt
obligations and to fund our capital expenditures.

We maintain a certain level of indebtedness to finance our operations. Our total
outstanding interest-bearing bank and other borrowings as at 31 March 2014, 2015 and
2016 and 31 July 2016 were, in aggregate, approximately HK$292.7 million, HK$268.1
million, HK$198.6 million and HK$194.8 million, respectively. Our gearing ratio was
approximately 439.3%, 301.6%, 317.9% and 247.9% as at 31 March 2014, 2015 and 2016
and 31 July 2016, respectively.

Our substantial indebtedness and high gearing ratio could have adverse consequences,
it could, among others:

° increase our vulnerability to adverse general economic or industry conditions;

° require us to dedicate a substantial portion of our cash flow from operations to
servicing and repaying our debts, thereby reducing the availability of our cash
flow to fund working capital or expand our business;

° restrict our flexibility in planning for or reacting to changes in our business or the
industry in which we operate;

° restrict us from making strategic acquisitions or take advantages of business
opportunities; and

° limit our ability to borrow additional funds or equity capital in the future or
increase the cost of such funding or borrowing.

In the future, we may incur additional indebtedness and contingent liabilities, thereby
increasing the risks we will be facing as a result of our indebtedness. Our future operating
performance, which will be affected by, among other things, governmental regulations, the
RCHE industry trend in Hong Kong, prevailing economic conditions and other
unforeseeable factors, will affect our ability to generate sufficient cash to satisfy our
outstanding and future debt obligations. In the event that we are unable to generate
sufficient cash flow to pay our anticipated operating expenses and to repay our debts, we
may be forced to adopt an alternative strategy, such as reducing or delaying capital
expenditures, disposing of our assets, restructuring or refinancing our indebtedness or
seeking equity capital. These strategies may not be implemented successfully, or at all, and
even when implemented, may result in adverse effects on our business, financial condition
and results of operations.
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Breach of financial covenants under the banking facilities by our Group may result in
repayment on demand, which may materially affect our liquidity position.

As at 31 March 2015, we did not comply with debt covenants of tangible net worth
and gearing ratio in respect of certain bank borrowings with an aggregate carrying amount
of HK$143.9 million which became repayable on demand and were included in the current
liabilities. See “Financial Information — Indebtedness — Bank loans — Debt covenants” and
Note 27 to the Accountants’ Report in Appendix | to this prospectus for further details.

Our banking facilities are bounded to certain financial covenants. We cannot assure
you that our subsidiaries will not breach any financial covenants under their respective loan
agreements in the future, or that lending banks will not accelerate the repayment
obligations or enforce other remedies against us. If we are required to make early
repayment, our liquidity position may be materially affected. Further, if we fail to renew
the existing or obtain bank borrowings due to failure to fulfill the financial covenants in
the future, our business, results of operations, liquidity and financial position may also be
materially and adversely affected.

We may not receive further government grants and the loss of which may affect our
financial position.

During the Track Record Period, we recognised government grants of approximately
HK$9.6 million, HK$8.0 million, HK$9.2 million and HK$3.4 million for the three years
ended 31 March 2016 and the four months ended 31 July 2016, respectively, from the HK
Government for hiring specialised professionals for our residents with dementia or
infirmary in our qualified centres pursuant to Dementia Supplement. See “Financial
Information — Description of selected items in consolidated statements of profit or loss —
Staff costs” in this prospectus for further details.

However, there is no assurance that the government grants will be recurring in the
future and that our Group will receive further government grants. If no or a smaller
amount of government grant is received by to our Group in the future, our financial
position may be adversely affected.

We recorded net current liabilities as at 31 March 2014 and 31 March 2015. We cannot
assure you that we will not experience net current liabilities in the future or we will be
able to fulfill future capital needs on reasonable terms.

As at 31 March 2014 and 31 March 2015, we recorded net current liabilities of
approximately HK$235.7 million and HK$193.2 million, respectively, which were mainly due
to the repayment on demand clauses for our interest-bearing bank and other borrowings.
Such interest-bearing bank and other borrowings were obtained for (i) our mortgage
payments for our investment properties and land and buildings for our operations; and (ii)
working capital for our operations. See “Financial Information — Liquidity and capital
resources — Working capital sufficiency” in this prospectus for further details.

Our future liquidity and the repayment of our outstanding debt obligations when they
become due will primarily depend on our ability to maintain adequate cash inflows from
operating activities and our ability to obtain adequate external financing. We cannot
assure you that we will not experience net current liabilities in the future. If we do not
generate sufficient cash flow from our operations to meet our present and future financial
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needs, we may need to rely on additional external borrowings for funding. As at the Latest
Practicable Date, the expiry dates of the term of our subsisting bank facilities ranged from
four months to around 14 years. We cannot assure you that we will be able to successfully
renew our bank facilities or obtain replacement on comparable terms in a timely manner,
or at all. If adequate funds are not available, whether on satisfactory terms or at all, we
may need to delay, reduce the scale of or abandon our expansion plans, and our business,
financial condition and results of operations may be materially and adversely affected.

Goodwill impairment could negatively affect our results of operations and have an adverse
effect on our financial performance.

As at 31 July 2016, we had goodwill with a carrying amount of HK$33.8 million, which
mainly arose as a result of our acquisitions of Ruby International and Gericare Centre in
June 2010, being the excess of the consideration for the acquisitions over the fair value of
the identifiable net assets acquired on the acquisition date. Goodwill is initially measured
at cost. After initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is tested for impairment annually or more frequently if events
or changes in circumstances indicate that the carrying value may be impaired. In
performing the impairment testing of goodwill, our Group compares the carrying amounts
of the cash-generating units against their recoverable amounts. Testing for impairment
requires an estimation of the value in use of the cash-generating units to which the
goodwill is allocated. Estimating the value in use requires us to make an estimate of the
expected future cash flows from the cash-generating units and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. There are inherent
uncertainties related to these factors and to our judgment in applying these factors to the
impairment testing of goodwill. We could be required to evaluate the impairment testing
of goodwill prior to its annual assessment if there are any impairment indicators which
could potentially be caused by our failure to successfully integrate the operations of Ruby
International and Gericare Centre with our other operations. In the event that the testing
for impairment indicates that the carrying amounts exceed the recoverable amounts,
impairment would be required. Impairment charges could substantially affect our results of
operations and have an adverse effect on our financial performance in the periods of such
charges. In addition, impairment charges would negatively impact our financial ratios and
could limit our ability to obtain financing in the future.

The RCHE industry in which we operate is highly competitive, and if we do not compete
successfully against new or existing competitors, we may be unable to increase or
maintain our market share, which would adversely affect our profitability.

We compete with other operators of care and attention homes, such as operations of
subvented homes, non-governmental organisations and private sector organisations. We
will also compete with future market entrants as the potential of the RCHE industry in
Hong Kong may attract more players to enter the industry or to expand their existing
operations. Some of our existing and potential competitors may have competitive
advantages, such as greater financial, marketing or other resources. We compete for the
number of purchased places under the Enhanced Bought Place Scheme as well as other
residents primarily on the basis of the range and the quality of services that we offer, our
reputation, quality of our care and attention homes, location and price. We cannot assure
you that we will be able to successfully compete against new or existing competitors, which
could prevent us from increasing or maintaining our market share and result in a material
adverse effect on our business, financial position and results of operations.
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Our insurance may not cover all potential loss and claim.

We have taken out insurance policies for all of our care and attention homes, which
cover business interruption, malicious attack, employee compensation, professional
indemnity and other liabilities and other insurance policies as required by Hong Kong law
to cover our business operations. However, our insurance policies may not cover all
eventualities or payments by our insurers may not fully compensate us for all potential
losses, damages or liabilities relating to our properties or our business operations, and
there may be occasions where we are required to pay the excess in accordance with the
insurance policies. Further, our insurers may otherwise find themselves financially unable to
meet claims. In addition, there are certain types of losses for which full insurance coverage
is not generally available on commercial terms acceptable to us, or at all. Examples of these
include insurance against losses suffered due to business interruption, earthquake, flooding
or other natural disasters, war or civil disorder and loss or damage caused by building
works not authorised by the Building Authority. Therefore, there may be instances when
we will have to bear losses, damages and liabilities because of our lack or insufficiency of
insurance coverage. If we suffer any losses, damages or liabilities in the course of our
business operations arising from events for which we do not have any or adequate
insurance cover, we may not have sufficient funds to cover such losses, damages or
liabilities or to reinstate any properties which may be damaged or destroyed. In addition,
any payment we make to cover any losses, damages or liabilities could have a material
adverse effect on our business, results of operations and financial position.

We have limited or no control over the quality of the pharmaceuticals, medical equipment,
consumables and other supplies we use in our operations, and cannot guarantee that none
of the products we use are counterfeits free from defects and meet the relevant quality
standards.

Pharmaceuticals taken by the residents are procured by themselves whereas medical
equipment, consumables and other supplies used by us in our operations are procured by us
from our suppliers. We offer for sale some elderly home related goods we procure from our
suppliers to our residents, including but not limited to diapers, nutritional milk, medical
gloves, feeding bags and pH indicator strips. As we do not engage in the direct
manufacture of such supplies, we cannot assure you that such supplies are free from
defects and meet the relevant quality standards or are not counterfeits. We cannot assure
you that we will not encounter incidents relating to defective or counterfeit products used
by us going forward, or that such incidents will not materially and adversely affect us. If
the products provided by our suppliers are defective, counterfeit, of poor quality or are
otherwise unsafe or ineffective, we could be subject to liability claims, complaints or
adverse publicity, any of which may adversely affect our results of operations and
reputation. We may also need to find suitable replacement suppliers, if any, which may
cause supply shortages that could lower our profit margins and result in delays in our
operations.

We may not be able to protect our residents’ information from leakage or improper use,
which could expose us and/or our staff to claims or litigation.

The right of a resident to privacy is essential in the RCHE industry and our residents
expect us to keep their information strictly confidential. We are subject to the Personal
Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong) which restricts the use of
personal data of residents collected by us to such purposes for which they were collected or
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for a directly related purpose. However, we cannot guarantee that our confidentiality
policies and measures can completely prevent our residents’ information from leakage or
being used for an improper purpose. Any breach of our confidentiality obligations towards
our residents could expose us and/or our staff to potential liabilities, such as claims or
litigation, which may have an adverse impact on our reputation and business.

The proper functioning of our computer network infrastructure and centralised
information systems is essential to our business operation, and any technological failure,
security breach or other challenges may significantly disrupt our business.

Our computer network infrastructure and information systems help us operate and
monitor the operational performance of our network of care and attention homes, such as
billing, financial and budgeting data and resident records. We regularly maintain, upgrade
and enhance the capabilities of our information systems to meet operational needs. Any
technical failures associated with our information systems, including those caused by power
loss, natural disasters, computer viruses or hackers, network failures or other unauthorised
tampering, may cause interruptions in our ability to provide services to our residents, keep
accurate records and maintain proper business operations. In particular, if the information
system relating to our billing were to malfunction and lose related records, we might not
timely receive full payments on our accounts receivable, which may result in a material
adverse impact to our business and operations. In addition, we may be subject to liability as
a result of any theft or misuse of personal information stored on our systems due to willful
misconduct or gross negligence.

We may not be able to prevent others from unauthorised use of our intellectual property,
which could harm our business and reputation.

Most of our intellectual property rights are registered in Hong Kong. Although we
register our trademarks within Hong Kong, protection may not be adequate to prevent
third parties from misappropriating our intellectual property rights. We are susceptible to
third parties’ infringement of our intellectual property rights and there is no assurance that
third parties will not copy or otherwise obtain and use our intellectual property rights
without our prior authorisation. Infringement of our intellectual property rights could
adversely affect the perception that our customers have of us as to our credibility,
creditworthiness and abilities, which may in turn have a material adverse effect on our
business, financial condition, results of operations and prospects. If we were to enforce our
intellectual property rights through litigation, such litigation, whether successful of
unsuccessful, could result in the incurrence of substantial costs and the diversion of
resources. In the event that we are unable to adequately protect or safeguard our
intellectual property rights, our reputation, business, financial condition and results of
operations and prospects may be material and adversely affected.

Our past performance is not necessarily indicative of future results.

Our total revenue increased from approximately HK$147.9 million in the year ended
31 March 2014 to approximately HK$163.8 million in the year ended 31 March 2015, and
increased further to approximately HK$172.7 million in the year ended 31 March 2016. In
addition, our total revenue increased from approximately HK$56.9 million for the four
months ended 31 July 2015 to HK$59.3 million for the four months ended 31 July 2016.
Although our revenue has increased during the Track Record Period, such financial data
only reflects our past performance and is not necessarily indicative of our future results.
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The effects of the changing regulatory, economic and other unpredictable factors may have
a material effect on our business and hence affecting our future financial performance. In
addition, our financial and operating results may not meet the expectation of public
market analysts or investors, which could cause the future price of the Shares to decline.
Our revenue, expenses and operating results may vary from period to period in response to
a variety of factors beyond our control. You should not rely on our historical results to
predict the future performance of our operating results of the Shares.

We have previously been involved in certain incidents of non-compliance with certain
Hong Kong regulatory requirements and the RCHE Code of Practice.

We have previously been involved in certain non-compliance incidents such as non-
compliance with building-related statutory provisions and statutory requirements under the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, Companies Ordinance
and Inland Revenue Ordinance. In addition, during the Track Record Period, three of our
care and attention homes had received four warning letters and one verbal warning for
non-compliance with the RCHE Code of Practice. See “Business — Legal compliance and
litigation — Compliance with Laws and Regulations” in this prospectus for further details. If
any enforcement action is taken by the relevant authorities and our Controlling
Shareholders fail to indemnify us fully under the Deed of Indemnity, we may be required
to, among others, pay certain penalties. Additionally, there is no assurance that our
business and financial position and prospects including but not limited to our reputation in
the industry will not be adversely affected by such historical non-compliance incidents.

RISKS RELATING TO THE SHARE OFFER

There is no existing public market for our Shares and their liquidity and market price may
fluctuate.

Prior to the Share Offer, there has not been a public market for our Shares. We have
applied for the listing of and dealing in our Shares on the Stock Exchange. However, even
if approved, we cannot assure you that an active and liquid public trading market for our
Shares will develop following the Share Offer, or, if it does develop, it will be sustained.
The financial market in Hong Kong and other countries have in the past experienced
significant price and volume fluctuations. Volatility in the price of our Shares may be
caused by factors outside our control and may be unrelated or disproportionate to our
operating results. Accordingly, we cannot assure you that the liquidity and market price of
our Shares will not fluctuate.
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The Offer Price Range for our Shares was the result of, and the Offer Price will be the
result of, negotiations among our Company (for ourselves and on behalf of the Selling
Shareholder) and the Sole Global Coordinator (for itself and on behalf of the Underwriters)
and may not be indicative of prices that will prevail in the trading market after the Share
Offer. Therefore, our Shareholders may not be able to sell their Shares at prices equal to or
greater than the price paid for their Shares purchased in the Share Offer.

As the Offer Price is higher than the net tangible book value per Share, our Shareholders
will experience an immediate dilution in the book value of their Shares purchased in the
Share Offer and may experience further dilution if we issue additional Shares in the
future.

The Offer Price of our Shares is higher than the net tangible assets value per Share
immediately prior to the Share Offer. Therefore, our Shareholders will experience an
immediate dilution in pro forma net tangible assets value of HK$0.19 per Share, based on
the maximum Offer Price of HK$0.69.

In order to expand our business, we may consider offering and issuing additional
Shares in the future. Our Shareholders may experience further dilution in the net tangible
assets book value per Share if we issue additional Shares at a price lower than the net
tangible assets book value per Share at the time of their issue.

Our Controlling Shareholders may exert substantial influence over our operation and may
not act in the best interests of our public Shareholders.

Upon the completion of the Capitalisation Issue and the Share Offer (without taking
into account any of the Shares that may be allotted and issued upon exercise of the Over-
allotment Option and the options that may be granted under the Share Option Scheme),
our Company will be held as to 70.00% by Pine Active Care. Pine Active Care, Silverage Pine
Care, Silverage Pillar, Mr. Elson Yim, Mr. Alex Ng, Ms. Mona Cho, Mr. Billy Yim, Mr. Edwin
Yim, Ms. Chu and Ms. Suen who will be regarded as a group of our Controlling
Shareholders upon Listing. See “Relationship with Controlling Shareholders” in this
prospectus for further details. Therefore, our Controlling Shareholders will be able to
exercise significant influence over all matters requiring Shareholders’ approval, including
the election of directors and the approval of significant corporate transactions. They will
also have veto power with respect to any shareholder action or approval requiring a
majority vote except where they are required by relevant rules to abstain from voting. Such
concentration of ownership also may have the effect of delaying, preventing or deterring a
change in control of our Group that would otherwise benefit our Shareholders. The
interests of our Controlling Shareholders may not always align with our Company or your
best interests. If the interests of our Controlling Shareholders conflict with the interests of
our Company or our other Shareholders, or if our Controlling Shareholders choose to cause
our business to pursue strategic objectives that conflict with the interests of our Company
or other Shareholders, our Company or those other Shareholders, including you, may be
disadvantaged as a result.
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Future sales of substantial amounts of the Shares in the public market may adversely
affect the prevailing market price of the Shares.

Except for the Shares issued in the Share Offer, our Company has agreed with the Sole
Global Coordinator not to issue any of the Shares or securities convertible into or
exchangeable for the Shares during the period beginning from the date of this prospectus
and continuing through the date which is six months from the date on which dealings in
the Shares commence on the Stock Exchange, except with the prior written consent of the
Sole Global Coordinator. Further, the Shares held by our Controlling Shareholders are
subject to certain lock-up undertakings for periods commencing on the Listing Date and up
to 12 months after the Listing Date. See “Underwriting — Underwriting Arrangements and
Expenses” in this prospectus for a more detailed discussion of restrictions that may apply to
future sale of the Shares. After these restrictions lapse, the market price of the Shares may
decline as a result of any sale of substantial amounts of the Shares or other securities
relating to the Shares in the public market, the issuance of the new Shares or other
securities relating to the Shares, or the perception that such sales or issuances may occur.
This may also materially and adversely affect our ability to raise capital in the future at a
time and at a price we deem appropriate.

There can be no assurance if and when we will pay dividends in the future.

Our Group currently does not have a dividend policy. The declaration of dividends is
subject to the discretion of our Board and the approval of our Shareholders. Our Directors
may recommend a payment of dividends in the future after taking into account our
operations and earnings, capital requirements and surplus, general financial condition,
contractual restrictions, capital expenditure and future development requirements,
shareholders’ interests and other factors which they may deem relevant at such time. Any
declaration and payment as well as the amount of the dividends will be subject to our
constitutional documents and the Cayman Companies Law, including where required, the
approval of our Shareholders. Any future declarations of dividends may or may not reflect
our historical declarations of dividends and will be at the absolute discretion of our
Directors. As a result, there can be no assurance whether, when and in what form we will
pay dividends in the future. See “Financial Information — Dividends” in this prospectus for
further details.

You should read this prospectus in its entirety and we strongly caution you not to place
any reliance on any information contained in the press articles, other media and/or
research analyst reports regarding us, our business, our industry and the Share Offer.

There may be subsequent to the date of this prospectus but prior to the completion of
the Share Offer, press, media, and/or research analyst coverage regarding us, our business,
our industry and the Share Offer. You should rely solely upon the information contained in
this prospectus in making your investment decisions regarding our Shares and we do not
accept any responsibility for the accuracy or completeness of the information contained in
such press articles, other media and/or research analyst reports nor the fairness or the
appropriateness of any forecasts, views or opinions expressed by the press, other media
and/or research analyst regarding the Shares, the Share Offer, our business, our industry or
us. We make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information, forecasts, views or opinions expressed or any such
publications. To the extent that such statements, forecasts, views or opinions are
inconsistent or conflict with the information contained in this prospectus, we disclaim
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them. Accordingly, prospective investors are cautioned to make their investment decisions
on the basis of information contained in this prospectus only and should not rely on any
other information.

We cannot guarantee the accuracy of certain facts and statistics contained in this
prospectus.

Certain facts and statistics in this prospectus have been derived from various official
government and other publications generally believed to be reliable. We believe that the
sources of such information are appropriate sources for such information and have taken
reasonable care in extracting and reproducing such information. We have no reason to
believe that such information is false or misleading in any material respect or that any fact
has been omitted that would render such information false or misleading in any material
respect. Such information has not been independently verified by us, the Selling
Shareholder, the Sole Global Coordinator, Sole Sponsor, the Underwriters or any of our or
their respective directors, officers or representatives or any other person involved in the
Share Offer and no representation is given as to its accuracy. Due to possibly flawed or
ineffective collection methods or discrepancies between published information and market
practice, the facts and statistics in this prospectus may be inaccurate or may not be
comparable to facts and statistics produced with respect to other economies. Further, we
cannot assure you that they are stated or compiled on the same basis or with the same
degree of accuracy (as the case may be) in other jurisdictions. As a result, you should not
unduly rely upon such facts and statistics contained in this prospectus.
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In preparation for the Listing, we have applied to the Stock Exchange for a waiver
from strict compliance with Rules 4.04(2) and 4.04(4) of the Listing Rules.

Pursuant to Rules 4.04(2) and 4.04(4) of the Listing Rules, an issuer shall include in its
accountants’ report the results and balance sheet of any business or subsidiary acquired,
agreed to be acquired or proposed to be acquired since the date to which the latest
audited accounts of the issuer have been made up in respect of each of the three financial
years immediately preceding the issue of the listing document.

On 4 January 2017, Pine Care Elderly Home entered into the MOU with the Vendors,
Ms. Luk Ngai Ling Irene and Ms. Luk Ngai Si Icy in relation to the Possible Acquisition. For
details of the Possible Acquisition, see "History, Development and Reorganisation —
Possible Acquisition after the Track Record Period” in this prospectus.

Based on the following reasons, we have applied to the Stock Exchange for, and the
Stock Exchange has granted us, a waiver from strict compliance with Rules 4.04(2) and
4.04(4) of the Listing Rules:

1. Immateriality: The scale of the businesses operated by the Target Company under
the Possible Acquisition as compared to that of our Group is not material. Each of
the applicable percentage ratios under Rule 14.07 of the Listing Rules, i.e.
relevant size tests regarding assets and consideration, is below 5%. It is expected
that the Target Company will not constitute a material subsidiary of our
Company, even if the Possible Acquisition is completed or materialises.

2. Undue burden to obtain and prepare historical financial information of the
Target Company: Further details of the Possible Acquisition shall be determined
through the Formal Agreement which is currently under negotiation between the
parties and that the Possible Acquisition had not been completed or materialised
as at the Latest Practicable Date. As such, our Company does not have full access
to the relevant financial records for the purposes of audit by our reporting
accountants and disclosure in this prospectus. There is no assurance as to whether
the Possible Acquisition would proceed. Further, based on the information
currently available to our Company, the Possible Acquisition, if materialised and
carried out after the Listing, will not constitute a discloseable transaction under
Chapter 14 of the Listing Rules. Accordingly, having considered the immateriality
of the Target Company under the Possible Acquisition as well as the time and
resources required to obtain, compile and audit such historical information in
conformity with our Company’'s accounting policies, it would be unduly
burdensome for our Company to prepare and include the financial information
of the Target Company under the Possible Acquisition in this prospectus.

3. Alternative disclosure: With a view of allowing the potential investors to
understand the Possible Acquisition in greater details, we have provided in this
prospectus alternative disclosure in relation to the Possible Acquisition (if it
materialises), including, (a) general description of the scope of principal business
activities of the Target Company; (b) the consideration of the Possible Acquisition;
(c) the basis on which the consideration is determined; and (d) our Company’s
reason for the Possible Acquisition. In addition, we undertake to conduct the
Possible Acquisition in full compliance with Chapter 14 of the Listing Rules.
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Relevance: It is our intention to request the Vendors to vacate the Target
Premises and remove certain fixtures before completion of the Possible
Acquisition in order to facilitate the relocation of our residents in Pine Care (Po
Tak Branch) Elderly Home, i.e. we expect to acquire certain fixed assets (the
details of which were still subject to the parties’ negotiation as at the Latest
Practicable Date). Therefore, the historical financial performance and financial
position of the Target Company is no longer relevant and meaningful to us and
investors.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market
Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the
purpose of giving information to the public with regard to our Group. Our Directors
collectively and individually accept full responsibility for the accuracy of the information
contained in this prospectus and confirm, having made all reasonable enquiries, that to the
best of their knowledge and belief, the information contained in this prospectus is accurate
and complete in all material respects and not misleading or deceptive, and there are no
other matters the omission of which would make this prospectus or any statement herein
misleading.

SELLING SHAREHOLDER

The Placing Shares consists of 43,200,000 Sale Shares being sold by the Selling
Shareholder. We estimate that the net proceeds to the Selling Shareholder from the Sale
Shares (after deduction of proportional underwriting fees and estimated expenses payable
by our Selling Shareholder in relation to the Placing), and assuming an Offer Price of
HK$0.66 per Offer Share, being the mid-point of the indicative Offer Price Range for the
Share Offer, will be approximately HK$27.5 million. We will not receive any of the proceeds
from the sale of the Sale Shares. See “E. Other information — 7. Particulars of the Selling
Shareholder” in Appendix V to this prospectus for further details.

THIS PUBLIC OFFER AND THE PROSPECTUS

This prospectus is published solely in connection with the Public Offer, which forms
part of the Share Offer. For applicants under the Public Offer, this prospectus and the
Application Forms set out the terms and conditions of the Public Offer. See “"How to Apply
for Public Offer Shares and Employee Reserved Shares” in this prospectus and the
Application Forms for further details of the procedures for applying for the Public Offer
Shares.

The Public Offer Shares are offered solely on the basis of the information contained
and representations made in this prospectus and the Application Forms and on the terms
and conditions set out herein and therein. No person has been authorised to give any
information or make any representations other than those contained in this prospectus and
the Application Forms and, if given or made, such information or representations must not
be relied on as having been authorised by us, the Selling Shareholder, the Sole Sponsor,
Sole Global Coordinator, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of our or their affiliates or any of their respective directors, officers,
employees or agents or any other person or party involved in the Share Offer. Neither the
delivery of this prospectus nor any offering, sale or delivery made in connection with our
Shares shall, under any circumstances, constitute a representation that there has been no
change or development reasonably likely to involve a change in our affairs since the date
of this prospectus or imply that the information in this prospectus is correct as of any
subsequent time.
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STRUCTURE OF THE SHARE OFFER AND UNDERWRITING

See “Structure and Conditions of the Share Offer” in this prospectus for further details
of the structure of the Share Offer including its conditions and the arrangements relating
to the Over-allotment Option and Stabilisation.

The Listing is sponsored by the Sole Sponsor. The Public Offer is fully underwritten by
the Public Offer Underwriters pursuant to the Public Offer Underwriting Agreement. The
Placing Underwriting Agreement relating to the Placing is expected to be entered into on
the Price Determination Date, subject to agreement on the Offer Price between the Sole
Global Coordinator (for itself and on behalf of the Underwriters) and our Company (for
ourselves and on behalf of the Selling Shareholder). The Share Offer is managed by the
Sole Global Coordinator. If, for any reason, the Offer Price is not agreed, the Share Offer
will not proceed and will lapse. See “Underwriting” in this prospectus for further details of
the Underwriters and the underwriting arrangements.

RESTRICTIONS ON OFFER OF THE OFFER SHARES

Each person acquiring the Public Offer Shares under the Public Offer will be required
to confirm, and is deemed by his acquisition of Public Offer Shares to have confirmed, that
he is aware of the restrictions on offers of the Offer Shares described in this prospectus and
that he is not acquiring, and has not been offered, any Offer Shares in circumstances that
contravene any such restrictions.

No action has been taken to permit a public offering of the Offer Shares or the
distribution of this prospectus in any jurisdiction other than Hong Kong. Accordingly,
without limitation to the following, this prospectus may not be used for the purpose of,
and does not constitute, an offer or invitation in any jurisdiction or in any circumstances in
which such an offer or invitation is not authorised or to any person to whom it is unlawful
to make such an offer or invitation. The distribution of this prospectus and the offering of
the Offer Shares in other jurisdictions are subject to restrictions and may not be made
except as permitted under the securities laws of such jurisdiction pursuant to registration
with or an authorisation by the relevant securities regulatory authorities or an exemption
therefrom. In particular, the Offer Shares have not been publicly offered and sold, and will
not be offered or sold, directly or indirectly in the PRC or the United States.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee of the Stock Exchange for the
granting of the listing of and permission to deal in the Shares in issue and to be issued
pursuant to the Share Offer (including any additional Shares which may be issued pursuant
to the exercise of the Over-allotment Option and the options that may be granted under
the Share Option Scheme).

Save as disclosed in this prospectus, no part of our share capital or loan capital is listed

on or dealt in on any other stock exchange and no such listing or permission to list is being
or proposed to be sought in the near future.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the Stock Exchange granting the listing of, and permission to deal in, our
Shares on the Stock Exchange and we complying with the stock admission requirements of
HKSCC, our Shares will be accepted as eligible securities by HKSCC for deposit, clearance
and settlement in CCASS with effect from the Listing Date or any other date as determined
by HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to
take place in CCASS on the second business day after any trading day. All necessary
arrangements have been made for the Shares to be admitted into CCASS. All activities
under CCASS are subject to the general rules of CCASS and CCASS operational procedures
in effect from time to time. You should seek the advice of your stockbroker or other
professional adviser for details of those settlement arrangements as such arrangements will
affect your rights and interests.

HONG KONG SHARE REGISTER AND STAMP DUTY

All Shares issued by us pursuant to applications made in the Public Offer will be
registered on our branch register of members to be maintained by our Hong Kong Branch
Share Registrar, Tricor Investor Services Limited. Our principal register of members will be
maintained by our principal registrar, Codan Trust Company (Cayman) Limited, in the
Cayman Islands.

No stamp duty is payable by applicants in the Share Offer.

Dealings in the Shares registered on our branch register of members in Hong Kong will
be subject to Hong Kong stamp duty. Only Shares registered on our branch register of
members may be traded on the Stock Exchange.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Share Offer are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for,
purchasing, holding, disposing of, dealing in or exercising any rights in relation to, the
Shares. None of us, the Selling Shareholder, the Sole Sponsor, Sole Global Coordinator, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our or their affiliates
or any of their respective directors, officers, employees or agents or any other person or
party involved in the Share Offer accepts responsibility for any tax effects on, or liabilities
of, any person resulting from the subscription for, purchase, holding, disposition of, dealing
in, or exercising any rights in relation to, the Shares.

COMMENCEMENT OF DEALINGS IN THE SHARES
Dealings in the Shares on the Stock Exchange are expected to commence on

Wednesday, 15 February 2017. The Shares will be traded in board lots of 8,000 Shares
each. The stock code of the Shares will be 1989.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

WEBSITE

The contents of any website mentioned in this prospectus do not form a part of this
prospectus.

LANGUAGE

If there is any inconsistency between this prospectus and its Chinese translation, this
prospectus shall prevail. For ease of reference, the names of Chinese laws and regulations,
governmental authorities, institutions, natural persons or other entities (including certain
of our subsidiaries) have been included in this prospectus in both the Chinese and English
languages and in the event of any inconsistency, the Chinese versions shall prevail.

ROUNDING
Certain amounts and percentage figures included in this prospectus have been subject

to rounding adjustments. Accordingly, figures shown as totals in certain tables may not be
an arithmetic aggregation of the figures preceding them.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Address Nationality
Executive Directors
Mr. Yim Ting Kwok Flat B, 16/F Chinese
(% 13 S ) Tower 1, Sorrento
1 Austin Road West
Tsim Sha Tsui
Kowloon
Hong Kong
Ms. Cho Wing Yin Flat B, 16/F Chinese
(H ok 0t & +) Tower 1, Sorrento
1 Austin Road West
Tsim Sha Tsui
Kowloon
Hong Kong
Mr. Yim Billy Pui Kei Flat A, 37/F Chinese
(&t L SEAR) Block 2, Harbour Green
8 Sham Mong Road
Tai Kok Tsui
Kowloon
Hong Kong
Mr. Yim Edwin Pui Hin 15E, Tower 1 Chinese
(Bt g oe ) The Austin
8 Wui Cheung Road
Kowloon
Hong Kong
Mr. Chan Yip Keung Flat B4, 1/F Chinese
(BR 5 5 A4) 3 College Road
Kowloon
Hong Kong
Non-executive Directors
Mr. Ng Kwok Fu Alex Flat A, 16/F Chinese

(5B & Se)

Sunlight Garden
2 Man Wan Road
Waterloo Hill
Homantin
Kowloon

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Name Address Nationality
Mr. Lam Yat Hon Flat RD, 63/F Chinese
(PRI S ) Tower 1, R Wing (Mona Lisa)

Le Prestige, Lohas Park
Tseung Kwan O

New Territories

Hong Kong

Mr. Ma Wing Wah Flat A, 7/F, Block 8 Chinese
(57K 2 5EAE) Island Harbourview
11 Hoi Fai Road
Tai Kok Tsui
Kowloon
Hong Kong

Independent non-executive Directors

Mr. Liu Kwong Sang Flat A, 10/F British
(B AR S Ak) 30 Pilkem Street
Jordan
Kowloon
Hong Kong
Dr. Wong Ping San John Flat B, 8/F Chinese
(FFILEA) Cypress Court
Worldwide Garden
Shatin
New Territories
Hong Kong
Dr. Liu Yuk Shing 20 Seventeenth Street Chinese
(B & s ) Hong Lok Yuen
Tai Po
New Territories
Hong Kong
Mr. Liu Walter Joseph 3/F, Block D American
(BIEESEE) Broadview Terrace
40 Cloudview Road
North Point
Hong Kong

See “Directors and Senior Management” in this prospectus for further details on our
Directors and members of our senior management.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor

Sole Global Coordinator

Joint Bookrunners and
Joint Lead Managers

Legal advisers to our Company

Guotai Junan Capital Limited

(A licensed corporation to carry out type 6
(advising on corporate finance) regulated activity
under the SFO)

27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
(A licensed corporation to carry out type 1
(dealing in securities) and type 4 (advising on
securities) regulated activities under the SFO)
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
(A licensed corporation to carry out type 1
(dealing in securities) and type 4 (advising on
securities) regulated activities under the SFO)
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Gransing Securities Co., Limited

(A licensed corporation to carry out type 1

(dealing in securities), type 4 (advising on securities),
type 6 (advising on corporate finance) and

type 9 (asset management) regulated activities
under the SFO)

805-806 Far East Consortium Building

121 Des Voeux Road Central

Hong Kong

As to Hong Kong law

ONC Lawyers

19th Floor, Three Exchange Square
8 Connaught Place

Central

Hong Kong
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As to Cayman Islands law
Conyers Dill & Pearman
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

Legal advisers to the As to Hong Kong law
Sole Sponsor and the Deacons
Underwriters 5th Floor

Alexandra House
18 Chater Road
Central

Hong Kong

Auditors and reporting Ernst & Young
accountants 22/F, CITIC Tower
1 Tim Mei Avenue
Central
Hong Kong

Industry consultant Ipsos Limited
22/F, Leighton Centre
77 Leighton Road
Causeway Bay
Hong Kong

Property valuer Jones Lang LaSalle Corporate Appraisal and Advisory
Limited
6/F, Three Pacific Place
1 Queen’s Road East
Hong Kong

Receiving bank Hang Seng Bank Limited

83 Des Voeux Road Central
Hong Kong
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CORPORATE INFORMATION

Registered office

Principal place of business
in Hong Kong

Company website

Company secretary

Audit Committee

Remuneration Committee

Nomination Committee

Authorised representatives

Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

G/F, 1 Koon Wah Lane
68-72 Yuk Wah Street
Tsz Wan Shan
Kowloon

Hong Kong

WWW.pinecaregroup.com
(Note: information on this website does not form part
of this prospectus)

Mr. Chan Yip Keung (F{ZE% Jc4:) (Member of HKICPA)
G/F, 1 Koon Wah Lane

68-72 Yuk Wah Street

Tsz Wan Shan

Kowloon

Hong Kong

Mr. Liu Kwong Sang (B &£ Jc4:) (Chairman)
Dr. Wong Ping San John (# -1l B )

Dr. Liu Yuk Shing (B & i 1% 1)

Mr. Liu Walter Joseph (BIf& 5 4:)

Dr. Wong Ping San John (#-F-1LI % /E) (Chairman)
Mr. Liu Walter Joseph (%If# {5z /f)
Mr. Yim Billy Pui Kei (&l 5E4E)

Mr. Yim Ting Kwok (& & Bl 5E4E) (Chairman)
Dr. Wong Ping San John (#-F-1lI & E)
Dr. Liu Yuk Shing (B & i 1% 1)

Mr. Yim Billy Pui Kei (f#&iiliZ&5E4E)
Flat A, 37/F

Block 2, Harbour Green

8 Sham Mong Road

Tai Kok Tsui

Kowloon

Hong Kong

Mr. Chan Yip Keung (258 Jc /)
Flat B4, 1/F

3 College Road

Kowloon

Hong Kong
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Compliance adviser

Principal bankers

Principal share registrar and
transfer office in Cayman Islands

Hong Kong Branch Share Registrar
and Transfer Office

Guotai Junan Capital Limited
27/F., Low Block

Grand Millennium Plaza

181 Queen’s Road Central
Hong Kong

China Construction Bank (Asia) Corporation Limited
28/F

CCB Tower

3 Connaught Road Central

Central

Hong Kong

Hang Seng Bank Limited
83 Des Voeux Road Central
Hong Kong

The Hongkong and Shanghai Banking Corporation
Limited

1 Queen’s Road Central

Hong Kong

Codan Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman Islands

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong
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INDUSTRY OVERVIEW

The information in the section below has been partly derived from various publicly
available government sources, market data providers and other Independent Third Party
sources. In addition, this section and elsewhere in this prospectus contains information
extracted from a commissioned report, or the Ipsos Report, prepared by Ipsos for the
inclusion in this prospectus. See the paragraph headed “Sources of Information” in this
section. We believe that the sources of information of this section are appropriate
sources for such information and have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is
false or misleading or that any fact has been omitted that would render such
information false or misleading. The information has not been independently verified by
our Directors, the Selling Shareholder, the Sole Sponsor, the Joint Bookrunners, the Joint
Lead Managers or any party or affiliate involved in the Share Offer, other than Ipsos and
no representation is given as to its fairness, correctness and accuracy. Accordingly, you
should not place undue reliance on such information or statistics. Our Directors confirm
that, to the best of their knowledge, after taking reasonable care, there is no material
adverse change in the market information since the date of the Ipsos Report or the date
of the relevant data contained in the Ipsos Report which may qualify, contradict or have
an impact on the information in this section.

SOURCES OF INFORMATION

We have commissioned Ipsos, an independent market research company, to conduct an
analysis of, and to report on, the market landscape and competitive analysis for residential
care homes for the elderly in Hong Kong for the period from 2011 to 2020. The
information and analysis contained in the Ipsos Report was assessed independently by Ipsos,
including all its subsidiaries, divisions and units (collectively referred to as the “Ipsos
Group”), and is not connected to our Group in any way. Ipsos charged us a total fee of
approximately HK$388,000 for the preparation and the use of the Ipsos Report.

Ipsos has conducted research and data gathering based on (i) primary research,
including face-to-face and phone interviews with key stakeholders and industry experts in
Hong Kong, such as government officials, industry experts and associations in Hong Kong;
and (ii) secondary desk research. In addition, intelligence gathered was analysed, assessed
and validated using Ipsos’ in-house analysis models and techniques.

Ipsos, being one of the worldwide offices of the Ipsos Group, which employs
approximately 16,000 personnel worldwide across 87 countries, is specialised in conducting
researches across various industrial sectors including tourism, financial services, cosmetics,
regional luxury and high net worth research. Ipsos is independent of our Company and
none of our Directors or their associates has any interest in Ipsos.

Except as otherwise noted, all of the data and forecasts contained in this section are

derived from the Ipsos Report, various official government publications and other
publications.
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Assumptions used in the Ipsos Report

The assumptions used in the Ipsos Report are: (i) there is no external shock such as
financial crisis or natural disasters to affect the demand and supply of the RCHE industry in
Hong Kong over the forecast period; and (ii) the demand for RCHE places is expected to
grow with an aging population in Hong Kong and the supply is expected to be stable over
the forecast period.

Parameters used in the Ipsos Report

The parameters used in the Ipsos Report include (i) GDP per capita and GDP per capita
growth rate for Hong Kong from 2011 to 2015; (ii) population of the elderly and old-age
dependency ratio in Hong Kong from 2011 to 2015; (iii) Hong Kong Government and
private expenditure on health in Hong Kong from 2011 to 2015; (iv) per capita expenditure
on health in Hong Kong from 2011 to 2015; (v) expenditure on public health services for
the elderly in Hong Kong from the financial year 2011-12 (i.e. ended 31 March 2012) to
2014-2015; (vi) number of RCHEs in Hong Kong from 2011 to 2015; (vii) number of RCHEs
places in Hong Kong from 2011 to 2015; (viii) recurrent expenditure by the Hong Kong
Government on the provision of subsidised RCHE places from the financial year 2010-11
(i.e. ended 31 March 2011) to 2014-2015; (ix) rental indices of private retail in Hong Kong
from 2011 to 2015; and (x) average monthly wages of workers in elderly homes in Hong
Kong from 2011 to 2015.

OVERVIEW OF THE RCHE INDUSTRY IN HONG KONG
Historical development of the RCHE industry in Hong Kong

As the aging population in Hong Kong continues to grow due to decreased fertility
and increased longevity of population, “Care for the Elderly” was introduced as a strategic
policy objective of the Hong Kong Government in 1997. The residential care services
domain in Hong Kong consists of a mix of public and private residential care homes for the
elderly. The Hong Kong Government encourages NGOs to operate self-financing or
subvented RCHEs to cater for the needs of the elderly. However, there is a long waiting
time for a place in a subsidised RCHE. To shorten the waiting time, the Hong Kong
Government introduced the Enhanced Bought Place Scheme (EBPS) in 1998 which aims to
increase the supply of subsidised places for the elderly by “purchasing” places from private
RCHEs. At the same time, the EBPS would upgrade the service quality of participating
private RCHEs as it requires them to enhance staffing ratio and per capita space standards.
To ensure that subsidised RCHEs are taken up by elderly with genuine needs, the
Standardised Care Need Assessment Mechanism For Elderly Services (SCNAMES) was
introduced by the SWD in 2000 to ascertain the care needs of elderly and match them with
the appropriate type of RCHEs.
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Hong Kong Government policies and their support or impact on the RCHE industry in Hong
Kong

The Hong Kong Government has implemented various initiatives over the years to
improve the quality of RCHEs, which include EBPS, SCNAMES and the following:

e Infirmary Care Supplement (ICS). Introduced in February 1996, ICS aims to help
subvented RCHEs to take care of frail residents who have been medically assessed
to be chronically ill or disabled requiring medical infirmary placement. ICS has
been extended to private homes participating in the EBPS since April 2003. ICS
allows RCHEs to employ professional staff (e.g. physiotherapists, occupational
therapists, and nurses). In the financial year 2016-17 (i.e. ending 31 March 2017),
ICS amounting to HK$108.6 million will be provided to 130 eligible RCHEs in
respect of about 1,570 beneficiaries. As at the Latest Practicable Date, seven of
our care and attention homes were receiving ICS from the HK Government;

° Dementia Supplement (DS). Introduced in 1999, DS aims to help subvented RCHEs
to provide better care and training to demented residents who have been
medically assessed to be suffering from dementia. DS has been extended to
private homes participating in the EBPS since April 2009. This has enhanced the
quality of care for RCHE residents with dementia. In the financial year 2016-17,
DS amounting to approximately HK$228.9 million will be provided to 262 eligible
RCHEs in respect of about 5,700 beneficiaries. As at the Latest Practicable Date,
all of our care and attention homes were receiving DS from the HK Government;
and

° Scheme to encourage provision of RCHE premises in new private development.
This scheme was introduced by the Hong Kong Government in July 2003 to
encourage private developers to provide quality purpose-built RCHE premises in
their new developments. Under this scheme, eligible RCHE premises will be
exempted from assessment of premium under different types of land transactions
(e.g. lease modifications, land exchange and private treaty grants). In return for
premium exemption, developers will have to pay for the cost of constructing the
RCHE premises. This scheme encourages better quality purpose-built RCHEs and
supplements the provision of non-subsidised places.

As at the Latest Practicable Date, all of our care and attention homes had participated
in the EBPS. Our care and attention homes have adopted an internationally recognised
assessment tool to ascertain the care needs of elderly and match them with appropriate
services under SCNAMES.

SUPPLY AND DEMAND OF THE RCHE INDUSTRY IN HONG KONG
RCHEs in Hong Kong are categorised according to (i) their financing nature (private
and non-private (comprising subvented, self-financing and contract)); and (ii) their service

nature (comprising nursing homes, care and attention homes, aged homes and hostels for
the elderly).
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Number of RCHEs in Hong Kong
According to the financing nature of RCHEs

RCHEs may use different types of financing, namely (i) private RCHEs operated by
the private sector for profit; and (ii) non-private RCHEs. Non-private RCHEs comprise
(a) subvented RCHEs, which receive subsidies from the HK Government; (b) self-
financing RCHEs, which finance their operations by the residential fees paid by their
residents; and (c) contract RCHEs, which were obtained through competitive bidding.

As at the end of June 2016, there were 732 RCHEs providing residential care
home services for elderly in Hong Kong, by the financing nature, of which 544 (i.e.
approximately 74.3%) were private RCHEs whereas the remaining 188 (i.e.
approximately 25.7%) were non-private (subvented, self-financing and contract)
RCHEs. The number of non-private RCHEs has been growing from 169 in 2011 to 184
in 2015 mainly due to (i) the Hong Kong Government’s initiatives in awarding
contracts to NGOs to establish contract homes. Particularly, according to the
Legislative Council of Hong Kong, the Hong Kong Government expects another seven
new contract RCHEs will commence services by 2018 and has earmarked sites for 13
new projects; (ii) the Hong Kong Government’'s efforts to focus on expansion and
upgrading of current subvented and self-financing RCHEs.

According to the service nature of RCHEs

According to the SWD, the service nature of RCHEs can be categorised in four
types, namely, nursing homes, care and attention homes, aged homes and hostels for
the elderly. The number of hostels for the elderly and aged homes has decreased over
the years because since 2006, the subvented ones have been converted to care and
attention homes to provide a continuum of care. It is expected that subvented hostels
for the elderly and subvented aged homes will cease to exist by 2018. On the contrary,
the number of non-private care and attention homes and non-private nursing homes
have risen since 2011 and is forecasted to continue to grow after 2015 due to the
Hong Kong Government'’s preference in encouraging the establishment of these homes
with their subvention that are able to provide long-term care. Private homes
(including nursing homes, care and attention homes, aged homes and hostels for the
elderly) have been struggling with rising rental and labour costs forcing some of them
to close and it is likely that the challenging situation will persist up to 2020.
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The chart below shows the historical and expected number of RCHEs in Hong
Kong by financing nature (private and non-private) and service nature from 2011 to
2020:

Number of RCHEs in Hong Kong by financing nature and service nature from 2011 to 2020

Units

800 o

700 o

Private homes including nursing homes,
care and acttention homes, hostels for the
elderly and aged homes

600 o

500 —
578 568 561 550 547 544 541 538 555 532 M Non-private nursing homes

400
@ Non-private care and attention homes

300 A B Non-private hostels for the elderly

and aged homes
200

100
— Total

0

2011 2012 2013 2014 2015 2016F 2017F 2018F 2019F 2020F

Sources: SWD and Ipsos Report
Number of RCHE places in Hong Kong

As at 31 December 2015, there were a total of 73,595 places offered by all RCHEs
in Hong Kong. In 2015, places in care and attention homes made up approximately
92.3% of total places and it is expected to continue to lead the other types of RCHE
places. The total number of RCHEs places in Hong Kong slightly dropped from
approximately 75,766 places in 2011 to 73,595 places in 2015. This was mainly due to a
decrease in the number of hostels for the elderly, aged homes places and care and
attention home places. However, the number of care and attention home places
picked up in 2015 and it is forecasted that with various current initiatives by the Hong
Kong Government, the number of care and attention home places will continue to
increase gradually between 2016 and 2020. Furthermore, the increase in life-
expectancy of people is also expected to result in an increase in demand for RCHE
places. The chart below shows the number of places in RCHEs in Hong Kong by service
nature from 2011 to 2020:

Number of RCHE places (by service nature of home) in Hong Kong from 2011 to 2020

Units

80,000 - 75766 75257 75104 ;3359 73595 73,888 74,288 74,848 75148 75348 TOtaCIAPGI:(eS

70000 - R 522 459 2011102015 -07%

60,000 + 2016 t0 2020 05%
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20,000 — Hostels for the elderly -21.6% -40.1%
and aged homes
10,000
0 - Care and -1.0% 0.4%
attention homes
2011 2012 2013 2014 2015 2016F 2017F 2018F 2019F 2020F
W Hostels for the elderly Care and attention homes M Nursing homes ~ — Total Nursing homes 8.4% 3.3%

and aged homes

Sources: SWD and Ipsos Report
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Among the 73,595 RCHE places as at 31 December 2015, 26,763 (approximately
36.4%) and 46,832 (approximately 63.6%) of which are attributable to subsidised
places and non-subsidised RCHE places respectively. Among these 26,763 subsidised
RCHE places, approximately 56.4% and 29.9% are attributable to non-private care and
attention homes and private care and attention homes (under EBPS) respectively. Set
out below is the breakdown of subsidised RCHE places as at 31 December 2015:

Subsidised RCHE places

Subsidised

RCHE places by service and financing nature RCHE places %
Care and attention homes

— Non-private (Note) . .. ... ... ... 15,087 56.4

— Private (under EBPS) . . . .. ... .. .. ... 7,999 29.9
Nursing homes (non-private). . . . ...................... 3,610 13.5
Aged homes (non-private) ........................... 67 0.2
Hostels for the elderly (private and non-private). . ... ... ... — —
Total. . ... e 26,763 100.0

Note: Non-private RCHEs refer to those subvented, self-financing and contracted.

For the 46,832 non-subsidised RCHE places, approximately 89.1% and 6.7% are
attributable to private care and attention homes (not under EBPS) and non-private care
and attention homes respectively. Set out below is the breakdown of non-subsidised RCHE
places as at 31 December 2015:

Non-subsidised RCHE places

Non-
subsidised

RCHE places by service and financing nature RCHE places %
Care and attention homes

— Non-private (Note) . . ....... ... . .. . ... 3,141 6.7

— Private (not under EBPS) . . . .. ... ... ... ... 41,717 89.1
Nursing homes (non-private). . . . ...................... 1,482 3.2
Aged homes (non-private) ........................... 492 1.0
Hostels for the elderly (private and non-private). . ... ... ... — —
Total. . . ... e 46,832 100.0

Note: Non-private RCHEs refer to those non-profit-making, self-financing and contracted but other than
subvented.

Sources: SWD and Ipsos Report

The proportion of non-subsidised places in RCHEs dropped approximately from
66.8% in 2011 to 63.6% in 2015 and is expected to continue to drop to approximately
60.1% by 2020. Since 2011, the Hong Kong Government has provided more subsidised
places in RCHEs and increased the number of EBPS places due to the growing demand
for these places by aging population. Although the waiting time for a subsidised place
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is much longer than that for a non-subsidised place, some elderly prefer to wait or, if
condition allowed, move into a non-subsidised place first, until they can move into a
subsidised place. This is not just because of the cost, but also the better spacing and
staffing in subsidised homes in general. Moving forward, the Hong Kong Government
has pledged to further increase the number of subsidised places through various
measures and also purchase more EBPS places from private homes. The following chart
shows the number of places in RCHEs in Hong Kong by subsidised, non-subsidised and
EBPS places from 2011 to 2020:

Number of places in RCHEs (by type of subsidy) in Hong Kong from 2011 to 2020

Units
80.000 775766 75257 75104 73359 73505 73,888 74,288 74,848 75148 75348
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Sources: SWD, Director of Audit Report No 63 and Ipsos Report
Demand for subsidised RCHE places in Hong Kong

At the end of December 2015, there were a total of 33,163 applicants on the
Central Waiting List for subsidised RCHEs places. It consisted of 27,050 applicants for
care and attention homes and 6,113 applicants for nursing homes. The number of
applicants in the CWL had increased over the years, but efforts by the Hong Kong
Government had ensured that the average waiting time has decreased, especially for a
place in a nursing home. Average waiting time is the average number of months taken
between the waitlist date and the admission date of normal cases admitted to service,
which is affected by demand of subsidised places as well as supply of new and existing
subsidised places. In 2015, the average waiting time for a place in a subsidised care
and attention home, a subsidised nursing home and a private RCHE under the EBPS
was approximately 20 months, 26 months and 8 months, respectively.

Number of residents residing in RCHEs in Hong Kong

The number of residents in private RCHEs under EBPS saw a CAGR of
approximately 3.0% between 2011 and 2015 due to the SWD’'s efforts in promoting
the attractiveness of the EBPS to both the home operators and elderly applicants.
During the same period, there was a slower growth of residents in the private RCHEs
for non-EBPS places due to elderly opting not to stay in private RCHEs (non-EBPS). This
is because they have to pay more for a place in a private RCHE (non-EBPS) but the
quality of care received is generally not comparable to that of a non-private RCHE.
However, moving forward, it is expected that more elderly people will take up places
in private RCHEs due to the Hong Kong Government’s efforts in improving the quality
of RCHEs. It is also expected that the Hong Kong Government will be purchasing more
vacant places from private homes under the EBPS. In addition, the supply from non-
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private RCHEs will be insufficient to meet the fast growing demand for a RCHE place.
The long waiting time will drive more residents to the private RCHEs. The chart below
shows the number of residents in RCHEs in Hong Kong (by financing nature) from 2011
to 2020:

Number of residents in RCHEs in Hong Kong (by financing nature) from 2011 to 2020

Units
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Sources: SWD, Director of Audit Report No 63 and Ipsos Report

Recurrent expenditure by the Hong Kong Government on the provision of subsidised RCHE
places which may facilitate the demand of subsidised RCHE places

During the financial year 2010-11 (i.e. the financial year ended 31 March 2011), the
Hong Kong Government spent approximately HK$2,435.0 million on the provision of
subsidised places in RCHEs. Such recurrent expenditure increased by a CAGR of
approximately 12.9% over the subsequent years to approximately HK$3,953.0 million
during the financial year 2014-15. This reflects the Hong Kong Government’s commitment
to enhance the quality and quantity of elderly care services in RCHEs to meet the increasing
demand for a subsidised place by the elderly. The Hong Kong Government is putting in
place a series of forward-planning initiatives to meet the challenges brought about by the
continuous growth in demand for elderly services due to an ageing population, including
speeding up the provision and improving the quality of RCHE places. It is expected to
allocate a recurrent provision of HK$140.0 million from the financial year 2016-2017
onwards to provide more subsidised RCHE places, enhance existing residential care services
and progressively upgrade 1,200 EA2 places under the EBPS. In addition, the Hong Kong
Government shall increase the annual recurrent expenditure by HK$71.0 million to provide
additional places for day care and RCHE, and improve residential care services.

The trend of an aging population and the increase of the old-age dependency ratio is
expected to persist up to 2020. A declining mortality rate that has led to an increase in life-
expectancy has caused the population of the elderly in Hong Kong to continuously increase.
The population of the elderly was approximately 0.9 million in 2011 and grew to
approximately 1.1 million in 2015, representing a CAGR of approximately 4.5%. It is
projected that this CAGR will remain about the same up to 2020 during which the
population of the elderly is expected to reach approximately 1.4 million. At the same time,
due to the decreasing fertility rate in Hong Kong, the population of individuals below 65
years old will not be growing as quickly. This has led the old-age dependency ratio to
increase from approximately 17.7% in 2011 to approximately 20.9% in 2015. By 2020, it is
forecasted that the old-age dependency ratio will reach approximately 26.5%. This signifies
that there will be more elderly to be supported by working adults which will put pressure
on the allocation of fiscal resources to pay for the pensions and health care of the elderly.
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Another factor which drives the demand for residential care services in RCHEs in Hong
Kong is the increase in incidence of chronic diseases and physiological deterioration among
older people. Among those aged 60 and above, the percentage of those having one or
more chronic diseases increased from approximately 48.8% in 2000 to approximately 59%
in 2007 and further to approximately 61.8% in 2013. Similarly, disability has become more
prevalent among older people in Hong Kong. In 2013, approximately 28.4% of people
above 60 had one or more disabilities, higher than the corresponding rate of approximately
15.0% in 2000 and 21.5% in 2007.

A report by the Elderly Commission in 2009 revealed that the elderly in Hong Kong
recorded a much higher institutionalisation rate, which refers to the percentage of elderly
staying in RCHEs, as compared to other neighbouring countries. The institutionalisation
rate in Hong Kong is approximately 6.8% as compared to approximately 1.0% in China,
approximately 2.0% in Taiwan and approximately 3.0% in Japan. This has resulted in high
demand for residential care services in RCHEs in Hong Kong.

REVENUE OF THE RCHE INDUSTRY IN HONG KONG

The total revenue in the RCHE industry has grown by a CAGR of approximately 7.4%
between 2011 and 2015 from approximately HK$6,206 million to approximately HK$ 8,271
million. It is forecasted to reach about HK$11,490 million in 2020, representing a CAGR of
approximately 7.0% from 2016 to 2020. The increase in the size of the elderly home market
can be attributable to a number of factors, such as increasing RCHE fees due to RCHEs
passing on rising operational costs to residents, the increasing number of elderly in the
society due to the aging population, decreasing ability of the family in shouldering the care
responsibility due to reduced family size, decreasing social trend of co-residence of adult
children and their elderly parents and limited space available in Hong Kong’s residential
flats.

LEVEL OF FEES CHARGED BY RCHES IN HONG KONG

Generally, private RCHEs that charge towards low end of the fee range consist of
those where more than five residents are placed in a single room in a private RCHE. On the
other hand, those private RCHEs that charge towards the high end of the fee range will
enable residents to enjoy a single occupancy room. In 2011, the minimum fee charged by a
private RCHE was HK$3,800 per month. In 2015, the minimum fee in this category was
HK$4,700 per month.

The private RCHEs which target Hong Kong’s middle class tend to charge a more
expensive fees currently in the range of maximum fee between HK$7,500 and HK$13,500
per month. Majority of private RCHEs fall into this fee range category. In 2011, the upper
boundary of this majority class was HK$9,500 per month and this increased to HK$13,500
per month in 2015. There are a small number of private RCHEs which target the wealthy
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elderly people and the fee charged for a place in those RCHEs can be as much as HK$62,240
per month in June 2016. The following chart shows the range of maximum fee of private
RCHEs in Hong Kong from 2011 to 2015:

Range of average maximum price of private RCHEs in Hong Kong from 2011 to 2015
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Note: Price range only includes fees for a RCHE place and does not include fees for additional care

Sources: SWD and Ipsos Report
RCHEs WITH HIGH-END MONTHLY RESIDENTIAL FEES OF HK$27,000 OR ABOVE

According to a bank survey in 2015, approximately 56,000 people in Hong Kong have
total net assets of over HK$10.0 million. Among this population, the average age is 58
years with average total net assets of HK$49.0 million. It is thus anticipated that the
number of elderly, who are able to afford high-end RCHEs, will grow when these people
age. In June 2016, RCHEs with high-end monthly residential fees of HK$27,000 or above
represent the minority of all RCHEs, representing approximately 2.0% of the total number
of RCHEs in Hong Kong. Such RCHEs comprised non-subsidised non-private RCHEs
(approximately 64.0%) and subsidised non-private RCHEs (approximately 36.0%), without
any private RCHEs. These RCHEs charge higher fees as they offer more sophisticated
additional services, including individual care plans, rehabilitation services, and specialised
medical services to maximum comfort for the elderly residents. The average occupancy rate
of RCHEs with high-end monthly residential fees of HK$27,000 or above was approximately
87.0%.

AVERAGE OCCUPANCY RATE OF THE RCHE INDUSTRY IN HONG KONG

The aging population in Hong Kong has resulted in a continuous increase in the
demand for a place in a RCHE and subsequently raising the occupancy rates in the RCHEs.
The occupancy rate in the non-private RCHEs has been close to full occupancy throughout
2011 to 2015 and it is expected to remain the same up to 2020. The occupancy rate at
private RCHEs has been on the rise due to substantial efforts by the Hong Kong
Government to encourage the private home operators to participate in the EBPS and at
the same time, the Hong Kong Government has been purchasing more places under the
EBPS. Encouraging more private homes to participate in the EBPS has also resulted in an
upgrade in the service standards of the participating private RCHEs making them more
attractive to elderly applicants. Since 2011, due to a substantial increase in operational
costs, particularly the rental, some private RCHEs has had to cease operations. Residents of
these homes would have had to relocate to other homes and this consolidation has also
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contributed to an increase in the occupancy rate in the remaining private RCHEs that are
still in operation. The following diagram shows the average occupancy rate of RCHEs in
Hong Kong from 2011 to 2020:

Average occupancy rate of RCHEs in Hong Kong from 2011 to 2020
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The most noteworthy increase in occupancy rate is with the private RCHEs that offer
places that are priced above the average maximum price range. Even though the price of
these places has increased over the years, there has been an increasing preference and
ability to pay by elderly residents as evidenced by the increasing occupancy rate. The
diagram and table below show the occupancy rate of private RCHEs in Hong Kong by
maximum price range from 2011 to 2015:

Occupancy rate of private RCHEs in Hong Kong from 2011 to 2015
(by maximum price range)
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HISTORICAL RENTAL INDICES AND AVERAGE WAGES OF WORKERS OF THE RCHE INDUSTRY
IN HONG KONG

The rental prices of retail premises have experienced an upward trend between 2011
and 2015 due to a strong retail sector boosted by mainland tourists. For private retail
premises, the rental indices climbed from 134.3 points in 2011 to 182.1 points in 2015. The
following chart shows the rental indices of private retail premises in Hong Kong from 2011
to 2015:

Rental indices of private retail premises in Hong Kong from 2011 to 2015
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In 2011, the monthly wages for workers in RCHEs ranged from HK$8,000 to HK$11,300
and averaged at approximately HK$9,467. Monthly wages rose to range between
HK$10,300 and HK$14,600 in 2015 and the average monthly wages during that year was
approximately HK$12,300. Wage rise in the RCHE industry was contributed by efforts by
some employers in raising wages to attract new staff which was necessary due to
manpower shortages in RCHEs. The chart below shows the average monthly wages of
workers in RCHEs in Hong Kong from 2011 to 2015:

Average monthly wages of workers in RCHEs in Hong Kong from 2011 to 2015
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COMPETITIVE LANDSCAPE OF THE RCHE INDUSTRY IN HONG KONG

The RCHE industry in Hong Kong is a mature industry and it is fragmented with many
small private operators. The five largest RCHE operators accounted for less than 20% of the
market share in terms of revenue. In the private RCHE segment, there are many small
independent operators who operate a single RCHE. In the non-private RCHE segment, the
subvented or self-financing RCHEs are more consolidated with a few large operators. The
size of non-private RCHEs is generally larger than that of the private RCHEs whereby the
average number of beds in a non-private RCHE is approximately 130 while that in a private
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RCHE is approximately 80. Currently, the main factors of competition in the RCHE industry
in Hong Kong are price, premises condition, number of care-takers to elderly and facilities.
Although the price of a RCHE place is an important factor of competition, there is an
increasing emphasis on the other factors. As the aging population and their families have a
higher standard of living and are more educated, they will demand a higher quality of
elderly care services.

The following table shows the five largest RCHE operators in Hong Kong in terms of
revenue in 2015:

Revenue

Type of (HK$ Market  Number of Number of Number of
No. Operator RCHE million) share (%) RCHEs places residents
1. Competitor A . .. .. ... Non-private 637.0 1.7 26 3,340 3,336
2. Competitor B ... ... .. Non-private 260.7 3.2 12 1,473 1,440
3. Competitor C ... ... .. Non-private 260.6 3.2 8 1,282 1,267
4, Competitor D .. ... ... Non-private 256.1 3.1 9 1,296 1,294
5. Competitor E. .. ...... Private 212.7 2.6 17 2,297 2,119

Note: Revenue only includes fees for a place in a RCHE and does not include fees for additional care services

Sources: SWD and Ipsos Report

The following table shows the five largest private RCHE operators in Hong Kong in
terms of revenue in 2015:

Revenue
per
Revenue resident
(HKS Market ~ Number of Number of Number of per month
No. Operator million)  share (%) RCHEs places residents (HKS)
1. Competitor E. . ... .... 212.7 4.6 17 2,297 2,119 8,364.8
2. Our Group . .. ....... 139.6 3.0 9 1,218 1,138 10,221.9
3. Competitor F. . ....... 77.0 1.7 3 648 577 11,120.7
4, Competitor G ... ... .. 67.1 1.5 4 594 570 9,804.1
5. Competitor H . .. ... .. 50.7 1.1 4 651 583 7,247.0

Note: Revenue only includes fees for a place in a RCHE and does not include fees for additional care services

Sources: SWD and Ipsos Report
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The following table shows the five largest private RCHE operators participating in the
EBPS in Hong Kong in terms of number of EBPS places in 2015:

Number of Number of Number of  Market share of

No. Operator RCHEs places EBPS places  EBPS places (%)
1 OurGroup . ... .o ve i 9 1,218 747 9.3
2. Competitor I. . ............... 6 856 459 5.7
3. Competitor J. . ............... 4 757 392 4.9
4 Competitor F. . .. ............. 3 648 345 43
5 Competitor G . . .............. 4 594 336 4.2

Source: SWD and Ipsos Report

Our Group constituted approximately 1.7% of the market share among all RCHEs and
about 3.0% among private RCHEs in terms of revenue in 2015.

MARKET DRIVERS AND ENTRY BARRIERS TO THE RCHE INDUSTRY IN HONG KONG
The market drivers to the RCHE industry in Hong Kong include:

° increasing focus by the Hong Kong Government on providing more subsidised
RCHE places and enhancing the quality of RCHEs. In the 2016 to 2017 Budget, the
Hong Kong Government has pledged to expedite the provision of and quality
improvement of residential care places for the elderly. The Hong Kong
Government will allocate a recurrent provision of HK$140.0 million from 2016 to
2017 to provide more subsidised RCHE places, enhance existing residential care
services, and progressively upgrade 1,200 EA2 places under the EBPS. In addition,
the Hong Kong Government shall increase the annual recurrent expenditure by
HK$71.0 million to provide additional places for day care and RCHE, and improve
residential care services;

e  surging demand for residential care services in RCHEs in Hong Kong. Such demand
was mainly due to (i) an aging population; (ii) an increase in incidence of chronic
diseases and physiological deterioration among older people; and (iii) a high
institutionalisation rate due to the inability of families to take care of frail elderly
family members at home; and

° increasing Hong Kong Government initiatives in providing training for RCHE
operators, management, and staff to enrich their knowledge and skills in taking
care of elderly residents. For instance, the SWD has organised seminars and
workshops in 2015 and 2016 for participants from the elderly residential care
sector to enhance the management skills of operators and home managers; and
the Employees Retraining Board will launch a new certification course for current
RCHE management staff in 2016 to 2017.

The entry barriers to the RCHE industry in Hong Kong include:
e shortage of land and labour. Private RCHEs are often located in rented residential
or lower levels of commercial buildings which are relatively less spacious but more

expensive in rental cost as compared to subvented/contract RCHEs which are
located in purpose-built complexes. Private RCHEs are often affected by demands
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for rental increases by landlords. It is also difficult for RCHEs to recruit and retain
non-professional or general frontline workers such as care workers due to many
experienced frontline workers leaving the industry because of unattractive
working conditions such as long working hours and low salary; and

high capital requirements due to increasing operating costs. Due to increasing
staff salaries and soaring rental costs, private RCHEs often face difficulties
sustaining their operations. For instance, the rise in statutory minimum wage in
2015 from HK$30 per hour to HK$32.5 per hour would have a direct impact on
the operating costs of RCHEs.

FUTURE OPPORTUNITIES, THREATS AND/OR CHALLENGES TO THE RCHE INDUSTRY IN HONG

KONG

The future opportunities to the RCHE industry in Hong Kong include:

rising standards of living will drive demand for better quality residential care
services. There has been a steady increase in the average annual household
disposable income from approximately HK$655,000 in 2011 to approximately
HK$784,100 in 2015. Such growth reflects the increasing ability of Hong Kong
families to spend on RCHEs that are more expensive but provide a higher quality
of care to elderly resident;

the Hong Kong Government will continue to increase the number of subsidised
RCHE places. In the past few years, the Hong Kong Government provided
additional resources to purchase more places under the EBPS from private RCHEs.
The number of EBPS places increased from 7,278 places in 2011 to 7,999 places in
2015. Going forward, the number of subsidised places in non-private RCHEs is
unlikely to be able to meet the growing demand by the applicants on the CWL.
Therefore, the Hong Kong Government has indicated that it will continue to
increase the number of EBPS places in private RCHEs and allocate additional
resources to upgrade EA2 places to EA1 level. In addition, according to the Policy
Address 2016, the HK Government plans to provide 1,700 new subsidised
residential care places for the elderly in phases from the financial year 2014-15
to 2017-18. Another 1,700 places will be provided through developing and
renovating vacant premises in 16 development projects and sites; and

the extension of Pilot Scheme on Residential Care Service Voucher will provide an
opportunity for RCHEs with the price range at the higher end. The Hong Kong
Government announced the extension of the scheme in the 2016 Budget Speech
and has earmarked HK$800.0 million for issuing a total of 3,000 service vouchers
under the scheme. The vouchers value will be higher than the average value of
the assistance under the CSSA Scheme received by elderly residing in private
RCHEs. Private or non-RCHE operators participating in the scheme are required to,
among others, fulfil or exceed the staffing and space requirements of EA1 RCHEs.
By granting vouchers to the elderly, the Hong Kong Government aims to provide
economic incentives for RCHEs to improve the services. The extension of the
scheme will prove to be an opportunity for RCHEs with the price range at the
higher end of the price spectrum as they generally have more sophisticated
services and facilities (i.e. sufficient space and manpower) and hence, have a
higher chance of meeting the EA1 standards to benefit under the scheme.
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The threats and/or challenges to the RCHE industry in Hong Kong include:

° negative reports about elderly abuse cases in private RCHEs. There was an outcry
over the media exposure of a case of abuse of residents in a private nursing home
in Tai Po in May 2015 which resulted in a negative perception about the quality
of private RCHEs and cast doubt on the effectiveness of the inspection and
licensing system for monitoring private RCHEs. In particular, private RCHEs not
participating in the EBPS are viewed less favourably than non-private RCHEs and
private RCHEs participating in the EBPS in terms of service quality. This is because
in addition to fulfilling the relevant statutory licensing requirements, non-private
RCHEs and private RCHEs participating in the EBPS are required to meet
additional enhanced standards set out in the relevant service contracts signed
between the operators and the SWD; and

e new alternatives by the Hong Kong Government to address the shortage of
subsidised RCHE places might see more elderly choosing to reside in the
Mainland, though on a limited scale in the foreseeable future. Introduced in
2014, the Pilot Residential Care Services Scheme in Guangdong (Guangdong
Scheme) provides an option for elderly who are on the CWL to consider choosing
to live in RCHEs in China. The Hong Kong Government has also stated that they
plan to allow elderly not on the CWL to join the Guangdong Scheme. In addition,
the Portable Comprehensive Social Security Assistance Scheme (PCSSA Scheme)
enables elderly CSSA recipients to continue to receive cash assistance under the
CSSA Scheme if they choose to take up permanent residence in Guangdong or
Fujian, the PRC. This has encouraged elderly to move to RCHEs located in these
two provinces in the PRC.
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The principal business of our Group is the operation of RCHEs. Our operation is mainly
governed by the RCH(EP)O and its subsidiary legislation, the RCH(EP)R. Our operation is also
subject to certain legislations, general rules and regulations in relation to building safety,
fire safety, labour, physiotherapists, nurses, dealing in and storage of pharmaceutical
products and dangerous drugs, and disposal of chemical and clinical wastes. This section
sets out a summary of certain aspects of the Hong Kong laws and regulations which are
relevant to our Group’s operations and business. Information contained in this section
should not be construed as a comprehensive summary of laws and regulations applicable to
our Group.

REGULATIONS IN RELATION TO THE OPERATION OF RESIDENTIAL CARE HOMES FOR THE
ELDERLY

Residential Care Home (Elderly Persons) Ordinance (RCH(EP)O) and its subsidiary legislation

The RCH(EP)O provides for the regulation of RCHEs in Hong Kong. Under the
RCH(EP)O, a “residential care home for the elderly” is defined as “any premises at which
more than 5 persons who have attained the age of 60 years are habitually received for the
purposes of care while resident therein”.

Section 6 of the RCH(EP)O requires any person who on any occasion operates, keeps,
manages or otherwise has control of a RCHE must hold a licence for the time being in
force, which is issued by the SWD under section 8(2)(a) or renewed under section 9 of the
RCH(EP)O.

All of our care and attention homes fall within the definition of “residential care
home for the elderly” and are thus subject to the regulation of the RCH(EP)O. As at the
Latest Practicable Date, all of the members of our Group operating our care and attention
homes had been issued with licences to operate RCHEs by the SWD under the RCH(EP)O.

The RCH(EP)R stipulates the requirements for the operation, management and
supervision of RCHEs in Hong Kong, including the employment of staff, location and
design of RCHEs.

Section 3 of the RCH(EP)R classifies RCHEs into three types according to the level of
care and assistance required by the residents, namely:

° a “care and attention home” — an establishment providing residential care,
supervision and guidance for persons who have attained the age of 60 years and
who are generally weak in health and are suffering from a functional disability to
the extent that they require personal care and attention in the course of daily
living activities but do not require a high degree of professional medical or
nursing care;

° an “"aged home” — an establishment providing residential care, supervision and
guidance for persons who have attained the age of 60 years and who are capable
of observing personal hygiene but have a degree of difficulty in performing
household duties related to cleaning, cooking, laundering, shopping and other
domestic tasks; or
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° a "hostel for the elderly” — an establishment providing residential care,
supervision and guidance for persons who have attained the age of 60 years and
who are capable of observing personal hygiene and performing household duties
related to cleaning, cooking, laundering, shopping and other domestic tasks.

The requirement for the number of ancillary workers, care workers, health workers
and nurses to be employed by the operator of a RCHE under the RCH(EP)R varies according
to the type of the RCHE.

In addition, persons employed to work in RCHEs as health workers are required to be
registered with the SWD. To register with the SWD as a “health worker” under the
RCH(EP)R, a person should, among other things:

° have completed a course of training approved by the SWD; or

° by reason of his/her education, training, professional experience and skill in
health work, satisfy the SWD that he/she is a suitable person to be registered as a
health worker; and

° be competent, fit and proper.

As at the Latest Practicable Date, we employed 75 health workers at our care and
attention homes and all health workers are included in the register of health workers
maintained by the SWD.

Under the RCH(EP)R, nurses employed by operators of RCHEs should be registered
nurses or enrolled nurses within the meaning of the Nurses Registration Ordinance
(Chapter 164 of the Laws of Hong Kong) (the “NRO"). See “Regulations of Registered
Nurses and Enrolled Nurses” in this section for further details of the nurses employed by
our Group.

The RCH(EP)R also regulates, among other things, the follow aspects of RCHEs:

° location;
° height;
° design;

° area of floor space per resident;
° accessibility;

° heating, lighting and ventilation;
e toilet facilities;

° water supply and ablutions; and

) repair.
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Code of Practice for Residential Care Homes (Elderly Persons) (RCHE Code of Practice)

All RCHEs have to comply with the RCHE Code of Practice issued by the SWD under
section 22 of the RCH(EP)O. The RCHE Code of Practice supplements the regulations and
requirements under the RCH(EP)R and covers, among other things, the following aspects:

° regulations in relation to building and accommodation, including compliance with
the relevant legislations, statutory plans, land lease conditions, deed of mutual
covenant and tenancy conditions; restriction to premises of RCHE; design; basic
facilities; accessibility; means of escape; fire resisting construction; heating,
lighting and ventilation; toilet facilities; water supply and ablutions; repair;
renovation;

° requirements in relation to fire safety and fire precautions, including location;
height; fire service installations and equipment; fire precautions;

° regulations in relation to area of floor space and number of residents;

° requirements in relation to furniture and equipment used in a RCHE, including
items (and minimum quantities thereof) required for dormitory, sitting and dining
room, toilet/bathroom, kitchen/pantry, laundry, office, medical equipment and
supplies and other equipment;

° regulations in relation to management of RCHE, including procedures for
admission of residents to RCHE; charges and handling of residents’ properties;
schedule of daily activities; staff record; record keeping; staff meeting; insurance;
handling of personal data;

e requirements in relation to staffing of RCHE, including conditions of service; staff
training; relief staff;

° requirements in relation to health workers;
° requirements in relation to health and care services, including drug storage and

management; annual medical examination; personal care; use of restraints;
measures to be taken for specialised nursing procedures;

° infection control, including the designation of an infection control officer;
preventive measures for infectious diseases; management of cases of infectious
diseases;

° requirements in relation to nutrition and diet;

° cleanliness and sanitation; and

° social care.

The RCHE Code of Practice also provides that all RCHEs have to comply with relevant

laws and regulations in relation to building safety, fire safety, labour, etc. See “Regulations
in relation to Building Safety and Fire Safety” and “Regulations in relation to Labour” in
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this section for further details of an overview of the laws and regulations in relation to
building and fire safety and labour regulations applicable to our principal business
respectively.

Licensing Office of Residential Care Homes for the Elderly (LORCHE)

The SWD established the LORCHE for the administration of the licensing scheme under
the RCH(EP)O, the RCH(EP)R and the RCHE Code of Practice. The LORCHE handles
applications and renewal of licences for RCHEs. Conditions in relation to the operation,
management or other control of the RCHE may be imposed upon the issue or renewal of a
licence. The validity period of a licence may vary according to the degree of compliance of
the RCHE with various statutory requirements as outlined in the RCH(EP)O, the RCH(EP)R
and the RCHE Code of Practice on staffing, space, location, design, structure, safety
precautions and quality of care to residents of RCHEs.

The LORCHE is also responsible for monitoring the operation of RCHEs on an ongoing
basis and providing guidance and advice to the operators of RCHEs to ensure that all RCHEs
continuously comply with the licensing requirements stipulated under the RCH(EP)O,
RCH(EP)R and the RCHE Code of Practice.

The LORCHE comprises four professional inspectorate teams, responsible for
conducting inspection in building safety, fire safety, health and care and social work. The
inspectorate teams conduct surprise inspections at RCHEs, covering aspects such as drug
management, personal care services, infection control, handling of accidents,
environmental hygiene, meals and staffing. The LORCHE's inspectors conduct interviews
with the residents and their relatives to collect feedback on the services provided by RCHEs.
In addition, officers of the LORCHE conduct audit checks through surprise inspections at
RCHEs randomly assigned to them by computer to ensure the quality of inspections.

The LORCHE adopts a risk-based approach in conducting inspections and accords
priority to complaints handling. After conducting inspection at a RCHE, the LORCHE will
adjust the frequency of inspections having regard to the number and nature of non-
compliant items identified during the inspection to ensure that the non-compliant items
are timely rectified. RCHEs are required by the LORCHE to rectify irregularities detected
during inspections. Depending on the severity of the irregularities, advisory or warning
letters are issued to non-compliant RCHEs. Under the RCH(EP)O, the SWD may issue a
direction to the RCHE to direct remedial measures. If the RCHE fails to comply with a
direction given, prosecution action may be taken.

Save as disclosed in this prospectus, our Directors are not aware of (a) our care and
attention homes being involved in any material non-compliance with the RCH(EP)O,
RCH(EP)R and the RCHE Code of Practice during the Track Record Period; (b) any warning
letters being issued by the LORCHE in relation to the operations of our care and attention
homes; or (c) any prosecution actions being taken by or pending from the LORCHE against
the operations of our care and attention homes during the Track Record Period and up to
the Latest Practicable Date.
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Enhanced Bought Place Scheme (EBPS)

The SWD has purchased places from private RCHEs under the EBPS since 1998, with a
view to upgrading the service standard of the RCHEs through enhanced service
requirements in terms of staffing and space standard. The EBPS is sub-divided into two
categories, namely, EA1 and EA2. The RCHEs that can meet the requirements under EA1 or
EA2 can participate in the EBPS and offer their places for purchase by the Hong Kong
Government.

A major characteristic of the EBPS is that once a private RCHE participates in the
scheme, the same enhanced standards (such as staffing and bed spacing requirements) will
apply to the entire home (including non-subsidised places), hence making the EBPS an
effective means of encouraging private RCHEs to enhance their service quality.

Under the EBPS, the minimum net floor area per resident for EA1 RCHEs and EA2
RCHEs are 9.5 m? and 8 m?, respectively, whereas the minimum net floor area per resident
for care and attention homes under the RCH(EP)R is 6.5 m?.

The SWD enters into a fixed term EBPS Agreement with the RCHE that can meet the
requirements under EA1 or EA2 and has offered its residential care places for purchase by
the SWD. The EBPS Agreement sets out specifically the minimum staffing requirement
applicable to the RCHE, which is higher than the minimum staffing requirement under the
RCH(EP)R and the RCHE Code of Practice.

Set out below is a guideline on the staffing requirement under the EBPS (with
reference to a 40-place care and attention home on the basis of eight working hours per
staff per day) for EA1 RCHEs and EA2 RCHEs, which is subject to the staffing requirement
set out specifically in a EBPS agreement.

EA1 RCHE EA2 RCHE

Home manager. . . ... ... . .
Registered/enrolled nurse . .. ... ... ... ... .. ... ...
Physiotherapist (Note). .. ....... ... .. . ... 0.
Health worker. . .. ... ... . . .
Care worker . ... . e

Nl NN =
© loy o &

Total. . . 21

—_

Note: Applicable only to EBPS RCHEs receiving government subsidy for provision of physiotherapy service.

The EBPS Agreement contains other terms governing the operation of a RCHE
participating in the EBPS. See “Business — Our customer — The SWD — Principal terms of
our agreements with the SWD" in this prospectus for a summary of the principal terms of
our subsisting EBPS Agreements with the SWD.

Under the EBPS, the SWD sets the prices for the various types of places in RCHEs
participating in the EBPS. The price is made up of two components: government subsidy
and the fee payable by the resident. The amount of government subsidy (per place per
month) for the EBPS is subject to annual review and adjustment according to the

-92 —



REGULATORY OVERVIEW

established mechanism. The table below sets forth the monthly residential fees payable by
the SWD and the resident for a place under the EBPS (applicable as at the Latest Practicable
Date):

Classification SWD Resident

EA1 (Urban) . .. ... . e HK$10,709 HK$1,707
EAT (New Territories) . ... ... HK$10,146 HK$1,707
EA2 (Urban) . . ... . HK$8,255 HK$1,603
EA2 (New Territories) . ... .. ... HK$7,784 HK$1,603

As at the Latest Practicable Date, all of our care and attention homes participated in
the EBPS. See “Business — Our care and attention homes” in this prospectus for details of
the classification of residential care places at our care and attention homes under the EBPS.

Before 2003, the SWD would purchase up to 70% of the EBPS places from private
RCHEs. In 2003, a “50% cap” requirement was set for new participants of the EBPS or
existing participants of the EBPS that had not reached the 50% threshold of purchased
places. According to the SWD, the reduction of the capped percentage of purchased places
from 70% to 50% since 2003 aimed to allow participating private RCHEs to run their non-
subsidised part of business in the same RCHE, and to enable more private RCHEs to
participate in the EBPS so as to enhance the service standard of private RCHEs as far as
possible.

Other government subsidies

The HK Government has various subsidies for private RCHEs participating in the EBPS
to provide additional support to residents who have been medically assessed to be
suffering from dementia and residents who have been medically assessed to be chronically
ill or disabled requiring medical infirmary placement.

Dementia Supplement

Dementia Supplement (“DS”) has been provided as additional support for elderly
persons with dementia in private RCHEs participating in the EBPS. With the DS allocation,
the RCHEs concerned may employ additional professional staff, including occupational
therapists, nurses and social workers, etc., or purchase relevant professional services.

As at the Latest Practicable Date, all of our care and attention homes were receiving
DS from the HK Government.

Infirmary Care Supplement

Infirmary Care Supplement (“ICS”) is an additional resource to support frail elderly
persons living in private RCHEs participating in the EBPS who have been medically assessed
to be in need of infirmary care. ICS is intended to be an allowance for existing staff
(including physiotherapists, occupational therapists, nurses, health workers, care workers
and workmen) or for the employment of qualified staff, including the purchase of
professional services.

As at the Latest Practicable Date, seven of our care and attention homes were
receiving ICS from the HK Government.
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REGULATIONS OF PHYSIOTHERAPISTS
Supplementary Medical Professions Ordinance

Supplementary Medical Professions Ordinance (Chapter 359 of the Laws of Hong Kong)
(the “SMPO") defines “profession” as “any profession specified in the second column in the
Schedule”. Under the said Schedule, a physiotherapist is defined as “a person trained to
assess and treat physical disabilities by means of remedial exercises, manual therapy and
mechanical, thermal or electrical energy”.

There is a Physiotherapists Board established under the SMPO. The Physiotherapists
Board maintains a register of eligible physiotherapists, issues practising certificate, issues
guidance of professional code and conduct, and exercises regulatory and disciplinary
powers for the profession.

All practising physiotherapists in Hong Kong are required to be registered with the
Physiotherapists Board and be holders of practising certificates.

Section 20 of the SMPO allows companies to carry on the profession as
physiotherapists by way of trade or business.

Physiotherapists (Registration and Disciplinary Procedure) Regulation

The Register kept by the Physiotherapists Board is divided into Part la, Part Ib and Part
Il in accordance with the recognised experience (as defined in the Physiotherapists
(Registration and Disciplinary Procedure) Regulation (Chapter 359J) of the Laws of Hong
Kong (the “P(RDP)R")) of the physiotherapist. Physiotherapists registered in Part la and Part
Ib are not required to practise under supervision while physiotherapists registered under
Part Il shall only practise under the supervision of a Part la physiotherapist.

To register with the Physiotherapists Board as a “physiotherapist” under the P(RDP)R, a
person should, among other things, hold:

° a bachelor in physiotherapy awarded by the Hong Kong Polytechnic University;

° a professional diploma in physiotherapy issued by the Hong Kong Polytechnic on
or before 1 January 1995;

° a certificate issued by the Hong Kong Government School of Physiotherapy of the
Medical and Health Department on or before 1 January 1981; or

° a certificate from the Physiotherapists Board after he/she has passed an
examination relating to physiotherapy.

In order to provide better service to our residents, our Group employed registered
physiotherapists to provide physiotherapy services at our care and attention homes. As at
the Latest Practicable Date, we employed two registered physiotherapists. During the Track
Record Period, all physiotherapists of our professional team were included in the Register
as Part la and Part Ib physiotherapists and were holders of practising certificates issued by
the Physiotherapists Board.
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Code of Practice of the Physiotherapists Board of Hong Kong for the Guidance of
Registered Physiotherapists

All registered physiotherapists in Hong Kong have to comply with the Code of Practice
of the Physiotherapists Board of Hong Kong for the Guidance of Registered
Physiotherapists issued by the Physiotherapists Board (as may be amended from time to
time) which governs, among other things, the following aspects:

° regulations in relation to disregard of professional responsibilities towards
patients, abuse of professional position for improper association or commit
adultery and abuse of professional confidence;

° professional communication and information dissemination;

° prohibitions on depreciation of other physiotherapists, canvassing, misleading and
unapproved descriptions and announcements, improper financial transactions and
covering improper delegation of therapeutic duties to unregistered persons;

° regulations in relation to relationships with the medical and other health
professions;

° criminal conviction and disciplinary proceedings of physiotherapists; and
° maintenance of professional competence.

Contravention of the above Code of Practice may render a registered physiotherapist
liable to disciplinary action by the Physiotherapists Board.

All physiotherapists of our professional team are registered physiotherapists and are
therefore required to comply with the above Code of Practice.

Our Directors are not aware of our physiotherapists being involved in (a) any
disciplinary actions, investigations or other similar actions by the Physiotherapists Board or
other professional and regulatory bodies in Hong Kong in relation to their practice with
our Group during the Track Record Period; or (b) any actual, pending or threatened
litigation or claims against or associated with their physiotherapy practice. Our Directors
also confirm that our physiotherapists were in compliance with the above Code of Practice
during the Track Record Period and up to the Latest Practicable Date.

REGULATIONS OF REGISTERED NURSES AND ENROLLED NURSES
Nurses Registration Ordinance

Nursing Council of Hong Kong is established under section 3 of the NRO and all
practicing nurses in Hong Kong are required to be registered or enrolled with the Nursing

Council of Hong Kong.

To register with the Nursing Council of Hong Kong as a “registered nurse” under the
NRO, a person should, among other things:

° have attained the minimum age of 21 years;
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° be of good character;

° have completed such training as may be prescribed and have passed such
examinations as may be required by the Nursing Council of Hong Kong, or possess
a valid certificate to practise nursing issued by such certifying body as may be
recognised by the Nursing Council of Hong Kong from time to time as
constituting sufficient evidence of his/her competency to practise nursing;

° not have been convicted of an offence punishable with imprisonment; and

° not have been guilty of unprofessional conduct.

To enroll with the Nursing Council of Hong Kong as an “enrolled nurse” under the
NRO, a person should, among other things:

° have attained the minimum age of 20 years;

° be of good character;

° have completed such training as may be prescribed and have passed such

examinations as may be required by the Nursing Council of Hong Kong, or possess
a valid certificate to practise nursing issued by such certifying body as may be
recognised by the Nursing Council of Hong Kong from time to time as
constituting sufficient evidence of his/her competency to practise nursing;

° not have been convicted of an offence punishable with imprisonment; and

° not have been guilty of unprofessional conduct.

A person shall not practise as a registered nurse or enrolled nurse in Hong Kong unless
he/she is the holder of a practising certificate which is then in force issued by the Nursing
Council of Hong Kong. The practising certificate will be in force for a period of three years
commencing on 1 January and will need to be renewed every three years.

Code of Ethics and Professional Conduct for Nurses in Hong Kong

All registered nurses and enrolled nurses in Hong Kong have to comply with the Code
of Ethics and Professional Conduct for Nurses in Hong Kong issued by the Nursing Council
of Hong Kong (as may be amended from time to time) which covers, among other things,

the following aspects:

° respect the dignity, uniqueness, values, culture and beliefs of individuals and their
families;

e safeguard individual’s right to self-determination;
° hold in confidence personal information obtained in a professional capacity;
° provide safe and competence practice;

° maintain the standard of professional practice;
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e collaborate with colleagues/co-workers/stakeholders to meet the goal of quality
care;

° uphold the image of nurses and the profession;

° foster the trust that is inherent in the privileged relationship between nurses and
their clients;

° commit to promote professional growth and advancement;
) promote community health and wellbeing through partnership; and
° ensure that health care resources are allocated in a fair and equitable manner.

Contravention of the above Code of Ethics and Professional Conduct for Nurses in
Hong Kong may render a registered nurse or enrolled nurse liable to disciplinary action by
the Nursing Council of Hong Kong.

As explained in “Regulations in relation to the Operation of Residential Care Homes
for the Elderly” in this section, we are required under the RCH(EP)R to employ registered
nurses or enrolled nurses. As at the Latest Practicable Date, we employed 21 registered
nurses and 51 enrolled nurses. The registered nurses and enrolled nurses employed are
mainly responsible for providing custodial care and assistance to our residents, such as
monitoring their health conditions and assisting them in their daily activities and personal
care.

During the Track Record Period, registered nurses and enrolled nurses employed by
our Group were duly registered or enrolled with the Nursing Council of Hong Kong and
were holders of valid practising certificates. Our Directors confirm that the registered
nurses and enrolled nurses of our Group were in compliance with the Code of Ethics and
Professional Conduct for Nurses in Hong Kong during the Track Record Period. Our
Directors are not aware of our registered nurses or enrolled nurses being involved in any
offences, disciplinary actions, non-compliance incidents, medical negligence incidents,
litigation, claims or investigations which arise from their duty as nurses in our Group
during the Track Record Period.

REGULATIONS IN RELATION TO BUILDING SAFETY AND FIRE SAFETY
Building safety and fire safety in buildings

The Buildings Ordinance (Chapter 123 of the Laws of Hong Kong) (“BO") and its
subsidiary legislations provide for, among other things, the planning, design and
construction of buildings and associated works and to make provision for regular
inspections of buildings and the associated repairs to prevent the buildings from becoming

unsafe.

In particular, the following subsidiary legislations of the BO are applicable to the
design, construction and maintenance of RCHEs:

° Building (Planning) Regulations (Chapter 123F of the Laws of Hong Kong);
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e  Building (Standards of Sanitary Fitments, Plumbing, Drainage Works and Latrines)
Regulations (Chapter 123l of the Laws of Hong Kong);

° Building (Ventilating Systems) Regulations (Chapter 123) of the Laws of Hong
Kong); and

° Building (Minor Works) Regulation (Chapter 123N of the Laws of Hong Kong).

RCHEs are also subject to the Code of Practice for Fire Safety in Buildings issued by the
Buildings Department, which provides for the performance requirements as well as
prescriptive requirements for achieving an adequate level of fire safety in buildings.

Save as disclosed in this prospectus, our Directors are not aware of (a) our care and
attention homes being involved in any material non-compliance with the Buildings
Ordinance, its subsidiary legislations and the Code of Practice for Fire Safety in Buildings
during the Track Record Period; or (b) any prosecution actions being taken by or pending
from the Buildings Department during the Track Record Period and up to the Latest
Practicable Date.

Fire service installations and equipment

The requirements and specifications on fire service installations and equipment to be
provided for RCHE must be based upon the Codes of Practice for Minimum Fire Service
Installations and Equipment and Inspection, Testing and Maintenance of Installations and
Equipment issued by the Fire Services Department from time to time.

All fire service installations and equipment installed in a RCHE shall be maintained in
efficient working order at all times and inspected by a registered fire service installation
contractor at least once every 12 months in accordance with the Fire Service (Installations
and Equipment) Regulation (Chapter 95B of the Laws of Hong Kong).

Our Directors are not aware of (a) our care and attention homes being involved in any
material non-compliance with the Codes of Practice for Minimum Fire Service Installations
and Equipment and Inspection, Testing and Maintenance of Installations and Equipment
and the Fire Service (Installations and Equipment) Regulation during the Track Record
Period; or (b) any prosecution actions being taken by or pending from the Fire Services
Department during the Track Record Period and up to the Latest Practicable Date, in
relation to the fire service installations and equipment in our care and attention homes.

REGULATIONS IN RELATION TO LABOUR

Apart from the labour laws and regulations which are generally applicable to all
employers in Hong Kong, including the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong), Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong),
Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong),
Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong Kong),
Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong) and their respective
subsidiary legislations, our Group is subject to the applicable laws and regulations in
relation to employment of imported workers.
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Immigration Ordinance

Under the Immigration Ordinance (Chapter 115 of the Laws of Hong Kong), a person
requires a visa/entry permit to work in Hong Kong unless the person has the right of abode
or right to land in Hong Kong. Section 171 of the Immigration Ordinance provides that any
person who is the employer of an employee who is not lawfully employable commits an
offence and is liable to a fine of $350,000 and to imprisonment for three years.

Supplementary Labour Scheme

The Supplementary Labour Scheme (“SLS”) allows employers with genuine difficulties
in finding suitable staff locally to import workers at technician level or below. However, to
ensure the priority of local workers in employment and to safeguard their salaries and
benefits, employers must accord priority to fill available job vacancies with local workers
and make active efforts to train up local workers for the vacancies. The SLS operates on
two cardinal principles:

° local workers must be given priority in filling job vacancies available in the job
market; and

° employers who are genuinely unable to recruit local workers to fill their job
vacancies can be allowed to import workers.

Safeguards have been in place under the SLS to ensure that employers do provide job
offers to local workers first before their applications for imported workers will be
processed further. Sanctions will also be taken by the Government against unscrupulous
employers who are found to have breached the conditions of the SLS.

Imported workers under the SLS are required to be paid at least median monthly
wages of local workers in comparable positions and be accorded no less favourable
treatment as that enjoyed by local workers under the labour laws. The amount of wages
offered must be in compliance with the statutory minimum wage requirements. They are
only allowed to work for the employers and in the positions, and for the duration of
employment as stipulated under their employment contracts, and they must return to their
place of origin on expiry of their contracts.

Under the SLS, the approval granted to an employer to import workers would not be
automatically renewed. An employer who wishes to continue employing imported workers
upon the expiry of their contracts are required to submit an application afresh to the
Labour Department, and the application will be considered on its own merits.

There are no industry-specific quotas under the SLS. All applications are considered on
a case-by-case basis. To ensure priority of employment to local workers, each application
has to go through the newspaper advertising procedure, a mandatory local recruitment
period at the Labour Department, and the arrangement of tailor-made retraining courses
by the Employees Retraining Board if appropriate. The SLS is being monitored by the
Labour Advisory Board in that each application is to be considered by the Board before it is
submitted to the Government for approval or otherwise.
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Successful employers are required to pay a levy that goes to the Employees Retraining
Board to provide training for local workers. The levy payable in a lump sum in respect of
each imported worker is HK$400 multiplied by the number of months covered by the
employment contract up to a maximum of 24 months. It will be collected after the approval
for importing workers and before the issue of visa/entry permit as directed by the Director
of Immigration. The levy is not refundable under any circumstances.

As at the Latest Practicable Date, our Group employed 36 imported workers through
the SLS. Our Directors confirmed that, during the Track Record Period and up to the Latest
Practicable Date, all of the imported workers employed by our Group had valid visa/entry
permit to work in Hong Kong and none of the conditions imposed by the Labour
Department under the SLS had been breached.

REGULATIONS ON DRUGS
Dangerous Drugs Ordinance

The Dangerous Drugs Ordinance (Chapter 134 of the Laws of Hong Kong) (the “DDO")
regulates the import, export, procuring, supply, dealing in or with, manufacture and
possession of drugs or substances which are classified as dangerous drugs under the DDO.

Dangerous drugs are not allowed to be supplied to any person except to a person
authorised or licensed to be in possession of such drugs in accordance with the DDO.
However, the DDO provides that a person to whom a dangerous drug is lawfully prescribed
by a registered medical practitioner is authorised to be in possession of such dangerous
drugs. During the course of the operation of our care and attention homes, we keep the
medicines prescribed by registered medical practitioners (which may include dangerous
drugs) for our residents for the purpose of centralised storage and distribution. We are
therefore in possession of the prescribed dangerous drugs and subject to the DDO. As
advised by our Legal Counsel, there is no non-compliance under the DDO arising from such
practice.

As confirmed by our Directors, during the Track Record Period and up to the Latest
Practicable Date, none of the members of our Group had been subject to any proceedings
brought under, or received any written complaints or warnings in relation to, the DDO.

REGULATIONS ON CHEMICAL AND CLINICAL WASTE DISPOSAL
Waste Disposal Ordinance and its subsidiary legislations

The Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong) (the “WDQO"),
the Waste Disposal (Chemical Waste) (General) Regulation (Chapter 354C of the Laws of
Hong Kong) (the “Chemical Waste Regulation”) and the Waste Disposal (Clinical Waste)
(General) Regulation (Chapter 3540 of the Laws of Hong Kong) (the “Clinical Waste
Regulation”) provide for, among other things, the control and regulation of the
production, storage, collection and disposal of chemical waste and clinical waste.
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Chemical waste

Under the WDO and the Chemical Waste Regulation, chemical waste means any
substance or thing being:

° scrap material;
° effluent; or

° an unwanted substance or by-product arising from the application of or in the
course of any process or trade activity,

and which is or contains any substance or chemical specified in Schedule 1 to the Chemical
Waste Regulation, including anti-biotics, dangerous drugs (as defined in the Dangerous
Drugs Ordinance (Chapter 134 of the Laws of Hong Kong)) and poison (as defined in the
Pharmacy and Poisons Ordinance (Chapter 138 of the Laws of Hong Kong)), if such
substance or chemical occurs in such form, quantity and concentration so as to cause
pollution or constitute a danger to health or risk of pollution to the environment.

The Chemical Waste Regulation requires all chemical waste producers to be registered
with the Director of Environmental Protection. Chemical waste producers shall arrange for
their chemical waste to be properly disposed of. Chemical waste producers comply with this
duty if they cause or arrange for any chemical waste produced by them or in their
possession to be delivered by a licensed chemical waste collector to a reception point or to
be disposed of at a licensed chemical waste disposal site or premises according to the
requirements specified in the Chemical Waste Regulation.

Chemical waste producers are required by the Chemical Waste Regulation to store the
chemical waste produced by them properly stored in containers that are (i) suitable, having
regard to the nature of; and (ii) resistant to corrosion or any other damage that can be
caused by, the chemical waste to be stored in it and, maintained in good condition and
repair and free from corrosion, contamination or any other defect which may impair its
performance, until such chemical waste is properly disposed of. The containers of chemical
waste must been properly labelled and stored in accordance with the Chemical Waste
Regulation.

The Chemical Waste Regulation also requires chemical waste producers to record the
particulars of the chemical waste on a trip-ticket before consigning the chemical waste to
licenced chemical waste collectors for delivery to the reception point. The receipt of a
properly completed trip-ticket is a condition for acceptance of the chemical waste.
Chemical waste producers are required to keep copies of the trip-tickets as records of the
consignment for at least 12 months following the consignment of the chemical waste.

As we may dispose of unused or expired drugs of our residents from time to time, our
operation is subject to WDO and the Chemical Waste Regulation in respect of the
production, storage, collection and disposal of chemical wastes.

As confirmed by our Directors, during the Track Record Period and up to the Latest

Practicable Date, all of our care and attention homes had been registered with the Director
of Environmental Protection as chemical waste producers, and none of the members of our
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Group had been subject to any proceedings brought under, or received any written
complaints or warnings in relation to the production, storage, collection and disposal of
chemical wastes under the WDO and the Chemical Waste Regulation.

Clinical waste

Under the WDO, clinical waste means waste consisting of any substance, matter or
thing generated in connection with:

° a dental, medical, nursing or veterinary practice;

° any other practice, or establishment (howsoever described), that provides medical
care and services for the sick, injured, infirm or those who require medical
treatment;

° dental, medical, nursing, veterinary, pathological or pharmaceutical research; or
° a dental, medical, veterinary or pathological laboratory practice,

and which consists wholly or partly of any of the materials specified in one or more of the
groups listed below:

° used or contaminated sharps;

° laboratory waste;

° human and animal tissues;

° infectious materials;

° dressings; and

° such other wastes as specified by the Director of Environmental Protection.

The Clinical Waste Regulation requires all clinical waste producers to arrange for their
clinical waste to be properly disposed of. Clinical waste producers comply with this duty if
they consign the clinical waste to a licensed clinical waste collector or arrange for the
clinical waste to be delivered to a collection point or licensed clinical waste disposal facility
according to the requirements specified in the Clinical Waste Regulation. The Clinical Waste
Regulation also requires clinical waste producers to keep records of the clinical waste
consigned to licensed clinical waste collectors or delivered to a collection point or licensed
disposal facility, and to produce such records for inspection upon request by the Director of
Environmental Protection.

A Code of Practice for the Management of Clinical Waste — Small Clinical Waste
Producers (the “Clinical Waste Code of Practice”) has been published by the Secretary for
the Environment under the WDO to provide guidance to small clinical waste producers to
assist them to comply with the legal requirements of the WDO and the Clinical Waste
Regulation. RCHEs are classified as small clinical waste producers under the Clinical Waste
Code of Practice.
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As the services provided by our centres may produce used or contaminated sharps such
as syringes and needles as well as dressings, our operation is subject to the WDO, the
Clinical Waste Regulation and the Clinical Waste Code of Practice in respect of the
production, storage, collection and disposal of clinical waste.

As confirmed by our Directors, during the Track Record Period and up to the Latest
Practicable Date, none of the members of our Group had been subject to any proceedings
brought under, or received any written complaints or warnings in relation to the
production, storage, collection and disposal of clinical waste under the WDO and the
Clinical Waste Regulation.

APPROVAL FOR THE LISTING

Save for the approval from the Stock Exchange, there is no other regulatory approval
required for the Listing which has not been obtained. We have obtained the relevant
Shareholders’ approvals for the Listing. See “Statutory and General Information — A.
Further information about our Company — Written resolutions of our sole Shareholder
passed on 23 January 2017" in Appendix V to this prospectus for details of the
Shareholders’ approval.
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OUR BUSINESS HISTORY AND DEVELOPMENT

The history of our Group can be traced back to 1989 when Mr. Elson Yim and Mr. Alex
Ng, both of whom are our Controlling Shareholders, established Pine Care Centre, our first
care and attention home under the brand name of “Pine Care Group” in Kwun Tong, Hong
Kong. Ms. Mona Cho, one of our Controlling Shareholders, joined our Group in 1994 and
was primarily responsible for the administration affairs of our Group. Mr. Elson Yim and
Ms. Mona Cho are also our executive Directors and Mr. Alex Ng is also our non-executive
Director.

In 1996, we opened our second care and attention home, Tsz Wan Shan Pine Care
Elderly Home, located at Shop 1A-7A, L/G, 145-151 Po Kwong Village Road, Shop 1-11 M/F,
2 Po Ying Lane, Che Wah Building, Kowloon. In 1998, we further opened our third care and
attention home, New Pine Care Centre (“Previous New Pine Care Centre”), located at
Entrance on G/F, whole of 1/F & Portion of 2/F Yee on Court, 79E Waterloo Road.

In 1999, capitalising on the Hong Kong Government'’s initiative to shorten the waiting
time for a place in a subsidised RCHE and to upgrade the quality of private RCHEs, our
Group began to participate in the Enhanced Bought Place Scheme initially through Pine
Care Centre and the Previous New Pine Care Centre.

In the 2000's, we focused our attention to the importance of management efficiency
and provision of high standard of services and our efforts have since been recognised by
accreditation organisations. Since 2002, our care and attention homes have been certified
with 1SO 9001 Quality management certification on design and provision of residential care
services for the elderly. In addition, our care and attention homes have been accredited
with the Residential Aged Care Accreditation Scheme of Hong Kong Association of
Gerontology since 2010.

Under the leadership of Mr. Elson Yim, Mr. Alex Ng and our other executive Directors,
our business has expanded from one care and attention home with approximately 100
residential care places in Kwun Tong, Hong Kong in 1989 to a network of nine care and
attention homes with 1,218 residential care places operating across five districts in Hong
Kong as at the Latest Practicable Date.

Business milestones

Year Event

1989......... Opening of Pine Care Centre, our first care and attention home under
the brand name of “Pine Care Group” in Kwun Tong, Hong Kong

1996......... Opening of Tsz Wan Shan Pine Care Elderly Home

1998 . ........ Opening of Previous New Pine Care Centre

1999......... Opening of Pinecrest Elderly Centre

1999 ......... Began participation in the Enhanced Bought Place Scheme
2001 ......... Establishment of our quality assurance monitoring committee
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Year Event

2002......... Obtained certification of our care and attention homes with ISO 9001
Quailty management certification on design and provision of residential
care services for the elderly

2003 ......... Opening of Pine Care (Manning) Elderly Centre

2006 ......... Opening of Pine Care Hong Fai Elderly Centre (formerly known as Hong
Fai Elderly Centre)

2009......... Our Group was awarded the Silver Award of Hong Kong Outstanding
Residential Care Homes Award

2010 .. ....... Obtained accreditation with the Residential Aged Care Accreditation
Scheme of Hong Kong Association of Gerontology

2010......... Acquisition of Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak
Branch) Elderly Centre

2010 . . ....... Relocation of the operations of Previous New Pine Care Centre to the
current (i) New Pine Care Centre; and (ii) Pine Care (Lee Foo) Elderly
Centre

2012......... Relocation of the operations of Tsz Wan Shan Pine Care Elderly Home to

Pine Care (Tak Fung) Elderly Centre

2016......... Our Group had a total of nine care and attention homes with 1,218
residential care places as at the Latest Practicable Date. In addition, our
Group entered into the Pine Care Place Tenancy Agreement in respect of
the Pine Care Place Development Plan

OUR CORPORATE HISTORY
Our Company

Our Company was incorporated in the Cayman Islands under the Cayman Companies
Law as an exempted company with limited liability on 18 August 2015. Pursuant to the
Reorganisation as more particularly described in “Reorganisation” in this section, our
Company has become the holding company of our Group for the purpose of the Listing
and, through Pine Care Health and Prime Health, holds the entire interest in our operating
subsidiaries.

Our subsidiaries

Immediately prior to the Reorganisation, we had 13 operating subsidiaries in relation
to our principal business, comprising seven subsidiaries with RCHE licences and six
subsidiaries holding properties for our operations, which were directly or indirectly held by
Prime Health.

Set out below is a brief summary of certain corporate information in respect of our (i)

licence-holding subsidiaries; (ii) subsidiaries holding properties for our operations; and (iii)
other subsidiaries prior to the Reorganisation.
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(i) Licence-holding subsidiaries

All of our wholly-owned subsidiaries with RCHE licences are companies incorporated in
Hong Kong with limited liability. Set out below is a brief summary of our licence-holding
subsidiaries prior to the Reorganisation:

Care and attention
home for which the

Percentage of
beneficial
shareholding

Date of Issued share company held the attributable to
Name of company incorporation capital licence our Group
Pine Care Centre ....... 9 July 1982 HK$107,000 Pine Care Centre 100.0%
(Note)
Pacific First .. ......... 9 November HK$1,070 Pine Care (Tak Fung) 100.0%
1995 Elderly Centre (Note)
Besting Holdings ....... 18 March 1998 HK$120,000 (i) New Pine Care 100.0%
Centre; and (ii) (Note)
Pine Care (Lee
Foo) Elderly Centre
Hinta Enterprises .. ... .. 19 July 1994 HK$10,000 Pinecrest Elderly 100.0%
Centre (Note)
Fitbest. . ............. 3 November HK$500,000 Pine Care (Manning) 100.0%
2000 Elderly Centre (Note)
Masswell Development ... 8 September HK$10,000 Pine Care Hong Fai 100.0%
2004 Elderly Centre
Gericare Centre . ....... 6 June 1997 HK$100 (i) Pine Care (Po Tak) 100.0%

Note:

Elderly Centre; and
(ii) Pine Care (Po
Tak Branch)
Elderly Centre

This licence-holding subsidiary was 100% beneficially owned by Pine Care Elderly Home. Prior to the completion of
the Reorganisation, Mr. Elson Yim held one ordinary share in this subsidiary on trust for Pine Care Elderly Home,
the other corporate shareholder of this subsidiary. See “Reorganisation — Reorganisation steps — Transfer of
shares in certain subsidiaries of Prime Health” in this section for details of such trust arrangement.
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(ii) Subsidiaries holding properties for our operations

Our wholly-owned subsidiaries holding properties for our operations are companies

incorporated in Hong Kong with limited liability. Set out below is a brief summary of our
subsidiaries holding properties for our operations prior to the Reorganisation:

Percentage of

beneficial
Care and shareholding
attention home  attributable
Date of Issued share situated at the to
Name of company incorporation capital Properties held properties our Group
Fitgarden .. ... ... 3 September  HK$2,500,000 Tak Fung Property 1 Pine Care (Tak 100.0%
1987 Fung) Elderly (Note 1)
Centre
Mainfield . .. ... .. 28 November HK$2 Tak Fung Property 2 Pine Care (Tak 100.0%
1996 Fung) Elderly (Note 1)
Centre
Chun Fai......... 10 December HK$100,000 Pinecrest Property Pinecrest Elderly 100.0%
1985 Centre (Note 1)
Grant Smart . ... .. 28 February HK$10,000 Manning Property Pine Care 100.0%
2000 (Note 2) (Manning) (Note 1)
Elderly
Centre
Wellfield Properties . 23 September HK$10,000 Hong Fai Property Pine Care Hong 100.0%
2005 Fai Elderly (Note 1)
Centre
Ruby International .. 9 April 1997 HK$5 (Note Po Tak Property Pine Care (Po 100.0%
3) (Note 4) Tak) Elderly
Centre

Notes:

Q)]

(2)

(3

This subsidiary holding properties for our operations was 100% beneficially owned by Prime Health. Prior to
completion of the Reorganisation, Mr. Elson Yim held one ordinary share in this subsidiary on trust for Prime
Health, the other corporate shareholder of this subsidiary. See “Reorganisation — Reorganisation steps —
Transfer of shares in certain subsidiaries of Prime Health” in this section for details of such trust
arrangement.

In addition to the Manning Property, prior to completion of the Reorganisation, Grant Smart also held two
residential properties for investment purposes, which were disposed of on 3 October 2016 as part of the
Reorganisation. See “Reorganisation — Reorganisation steps — Disposal of Giant Success to Pine Active Care
and disposal of the Excluded Properties to Giant Success” for details of the disposals.

The share capital of Ruby International was divided into two classes of shares comprising: (i) ordinary shares

(the issued share capital of which was HK$2) and (ii) non-voting deferred shares (the issued share capital of
which was HK$3).
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(4)

(iii)

Flat C on 3rd Floor of the Po Tak Property has been used and is expected to continue to be used by our
Group as staff dormitory for the staff of Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch)
Elderly Centre.

Other subsidiaries

Apart from the above subsidiaries, we also held the following eight subsidiaries prior

to the Reorganisation:

Percentage of

beneficial
shareholding
Date of Place of Issued share attributable to
Name of company incorporation  incorporation capital our Group Principal activity
Pine Care Elderly 16 February Hong Kong  HK$40,000,000 100.0% Investment
Home....... 2001 (Note 1) holding and
management of
trademarks (Note 2)
Grand Prosper. .. 7 April 2010 BVI us$3 100.0% Investment holding
Giant Success. . .. 27 June 2005 Hong Kong HK$1,000 100.0% Property holding
Fully Trend . . . .. 24 October Hong Kong HK$10,000 100.0% Property holding
2007
Witmart Design.. 16 March 1993  Hong Kong HK$2 100.0% Provision of repair and
(Note 3)  maintenance services
to our Group
Best Luck ... ... 16 February Hong Kong HK$10,000 100.0% Operation and
2000 (Note 4) management of a
medical clinic
Added Twist . . .. 30 March 2005 Hong Kong HK$10,000 100.0% Operation and
management of a
Chinese medical
clinic
Manchester 30 March 2011 Hong Kong HK$1 100.0% Operation and
Rehabilitation . management of a

physiotherapy clinic
and provision of
physiotherapy
services to our
Group

Notes:

Q)]

(2)

Pine Care Elderly Home was 100% beneficially owned by Prime Health. Prior to completion of the
Reorganisation. Mr. Elson Yim held one ordinary share in Pine Care Elderly Home on trust for Prime Health,
the other corporate shareholder of Pine Care Elderly Home. See “Reorganisation — Reorganisation steps —
Transfer of shares in certain subsidiaries of Prime Health” in this section for details of such trust
arrangement.

Pine Care Elderly Home owns a number of our Group’s trademarks, see “Statutory and General Information

— B. Further Information about the Business of our Group — 2. Intellectual property rights” in Appendix V
to this prospectus for further details.
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(3) Witmart Design was 100% beneficially owned by Pime Care Centre. Prior to completion of the
Reorganisation, Mr. Elson Yim held one ordinary share in Witmart Design on trust for Pine Care Centre, the
other corporate shareholder of Witmart Design. See “Reorganisation — Reorganisation steps — Transfer of
shares in certain subsidiaries of Prime Health” in this section for details of such trust arrangement.

(4) Best Luck was 100% beneficially owned by Besting Holdings. Prior to completion of the Reorganisation, Mr.
Elson Yim held one ordinary share in Best Luck on trust for Besting Holdings, the other corporate
shareholder of Best Luck. See “Reorganisation — Reorganisation steps — Transfer of shares in certain
subsidiaries of Prime Health” in this section for details of such trust arrangement.

Acquisition before the Reorganisation

On 1 April 2013, Pine Care Elderly Home acquired one ordinary share in Manchester
Rehabilitation, representing the entire issued share capital of Manchester Rehabilitation,
from Ms. Leu for a consideration of HK$1, which was determined with reference to the
total net assets of Manchester Rehabilitation and the revenue model of Manchester
Rehabilitation. At the time of the acquisition, Manchester Rehabilitation was principally
engaged in the business of operation and management of a physiotherapy clinic and
provision of physiotherapy services. Such acquisition was properly and legally completed
and settled on 3 September 2014.

Currently, our Group, through Manchester Rehabilitation, provides physiotherapy
services to the residents at our care and attention homes and to walk-in individual
customers at a physiotherapy clinic operated by Manchester Rehabilitation.

Save as disclosed above and save for those acquisitions and disposals which took place
as part of the Reorganisation, our Directors confirm that our Group had not completed any
other acquisitions or disposals during the Track Record Period and up to the Latest
Practicable Date.

CONTROLLING SHAREHOLDERS

Immediately before the Reorganisation, Prime Health, the holding company of our
subsidiaries, was controlled by a group of seven Controlling Shareholders, namely Mr. Elson
Yim, Mr. Alex Ng, Ms. Mona Cho, Mr. Billy Yim, Mr. Edwin Yim, Ms. Chu and Ms. Suen. For
details of the effective shareholding of the Controlling Shareholders in Prime Health, see
“Reorganisation — Overview — Effective shareholding in Prime Health and our Company”
in this section.

In addition, Mr. Elson Yim, Mr. Alex Ng and Ms. Mona Cho (all of whom are our
Controlling Shareholders) entered into the Acting In Concert Confirmation And
Undertaking on 7 September 2016, and they are accordingly parties acting in concert. See
“Relationship with Controlling Shareholders — Acting In Concert Confirmation And
Undertaking” for details of the Acting In Concert Confirmation And Undertaking.

In addition, each of Pine Active Care, Silverage Pine Care and Silverage Pillar is also

regarded as our Controlling Shareholder. See “Relationship with Controlling Shareholders
— Overview” of this prospectus for details.
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Notes:

Q)]

(2)

(3

(4)

(5)

(6)

(7

(8)

(9)

(10)

(1)

(12)

See “Overview — Shareholdings in Top Benchmark” below for details of the shareholding structure of Top
Benchmark Limited (“Top Benchmark”).

See "Overview — Shareholdings in River Bright” below for details of the shareholding structure of River
Bright Limited (“River Bright").

See “Overview — Shareholdings in Prime Health Asia” below for details of the shareholding structure of
Prime Health (Asia) Limited (“Prime Health Asia”).

See "Overview — Shareholdings in Moral Wealth” below for details of the shareholding structure of Moral
Wealth Development Limited (“Moral Wealth”).

See “Overview — Individual shareholders of Prime Health” below for details of the individual shareholders of
Prime Health.

This subsidiary was 100% beneficially owned by its holding company. Prior to completion of the
Reorganisation, Mr. Elson Yim held one ordinary share in this subsidiary on trust for the holding company of
this subsidiary. See “Reorganisation — Reorganisation steps — Transfer of shares in certain subsidiaries of
Prime Health” in this section for details of such trust arrangement.

Pine Care Centre is the licence holder of Pine Care Centre, the operating address of which is at Shop B6-B14,
C5-C7, C11-C15, G/F, Shui Ning House, 24-50 Shui Ning Street, Kwun Tong, Kowloon. The premises used for
Pine Care Centre were leased to Pine Care Centre by an Independent Third Party. See “Business — Our care
and attention homes” for details of Pine Care Centre.

Pacific First is the licence holder of Pine Care (Tak Fung) Elderly Centre, the operating address of which is at
Shops 89 & 91, G/F, 1/F, 2/F and Portion of 3/F, Tak Fung Building, 85-91 Lai Chi Kok Road, Kowloon. The
ground floor, first and second floors of the premises used for Pine Care (Tak Fung) Elderly Centre were
leased to Pacific First by Fitgarden and Mainfield respectively, whereas the portion of the third floor of the
premises was leased to Pacific First by an Independent Third Party. See “Business — Our care and attention
homes” for details of Pine Care (Tak Fung) Elderly Centre.

Besting Holdings is the licence holder of (i) New Pine Care Centre, the operating address of which is at
Portion of G/F, 1/F, 2/F, Shun Lee Shopping Centre, Phase 2, Shun Lee Estate & F20-F22 on 3/F, Lee Foo
House, Shun Lee Estate, Kowloon, and (ii) Pine Care (Lee Foo) Elderly Centre, the operating address of which
is at 101-108, 1/F Lee Foo House, Shun Lee Estate, Kwun Tong, Kowloon. Both premises used for New Pine
Care Centre and Pine Care (Lee Foo) Elderly Centre were leased to Besting Holdings by an Independent Third
Party. See “Business — Our care and attention homes” for details of New Pine Care Centre and Pine Care
(Lee Foo) Elderly Centre.

Hinta Enterprises is the licence holder of Pinecrest Elderly Centre, the operating address of which is at G/F,
No. 36, Tung Ming Street and 1/F, No. 63 Hong Ning Road, Kwun Tong, Kowloon. The premises used for
Pinecrest Elderly Centre were leased to Hinta Enterprises by Chun Fai. See “Business — Our care and
attention homes” for details of Pinecrest Elderly Centre.

Fitbest is the licence holder of Pine Care (Manning) Elderly Centre, the operating address of which is at G/F-
3/F, 1 Koon Wah Lane, 68-72 Yuk Wah Street, Tsz Wan Shan, Kowloon. The premises used for Pine Care
(Manning) Elderly Centre were leased to Fitbest by Grant Smart. See “Business — Our care and attention
homes” for details of Pine Care (Manning) Elderly Centre.

Masswell Development is the licence holder of Pine Care Hong Fai Elderly Centre, the operating address of
which is at Portion of G/F, whole of 1/F-3/F, 143-145 Shaukeiwan Road, Hong Kong. The premises used for
Pine Care Hong Fai Elderly Centre were leased to Masswell Development by Wellfield Properties. See
“Business — Our care and attention homes” for details of Pine Care Hong Fai Elderly Centre.
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(13) Gericare Centre is the licence holder of (i) Pine Care (Po Tak) Elderly Centre, the operating address of which
is at Shop 10 G/F, 1/F & 2/F, Win Fong Heights, 180 Hing Fong Road, Kwai Chung, New Territories, and (ii)
Pine Care (Po Tak Branch) Elderly Centre, the operating address of which is at Shop H on G/F, 1/F-4/F, 41-43
Shing Fong Street, 204 Hing Fong Road and 31-35, 37, 39-41, Ko Fong Street, Kwai Chung, New Territories.
The premises used for Pine Care (Po Tak) Elderly Centre were leased to Gericare Centre by Ruby
International, whereas the premises used for Pine Care (Po Tak Branch) Elderly Centre were leased to
Gericare Centre by an Independent Third Party. See “Business — Our care and attention homes” for details of
Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch) Elderly Centre.

Overview

Immediately before the Reorganisation, the holding company of our subsidiaries was
Prime Health, which was held as to 55.82% by Top Benchmark, 9.50% by River Bright,
1.89% by Prime Health Asia, 4.75% by Moral Wealth and an aggregate of 28.04% by 24
individual shareholders.

Shareholdings in Top Benchmark

Immediately before the Reorganisation, Top Benchmark was owned as to 68.64% by
Mr. Elson Yim, 7.66% by Ms. Mona Cho, 4.26% by Mr. Alex Ng, 6.38% by Mr. Billy Yim,
8.51% by Ms. Chu, 4.26% by Mr. Yim Michael Pui Hei (“Mr. Michael Yim") who is a son of
Mr. Elson Yim and Ms. Mona Cho, and brother of Mr. Billy Yim and Mr. Edwin Yim, 0.21%
by one of our employees and 0.08% by an Independent Third Party.
Shareholdings in River Bright

Immediately before the Reorganisation, River Bright was owned as to 54.00% by Mr.
Elson Yim, 12.50% by Ms. Mona Cho, 20.00% by Mr. Billy Yim and 13.50% by Ms. Chu.
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Shareholdings in Prime Health Asia

Immediately before the Reorganisation, the shareholding of Prime Health Asia was as
follows:

Name of shareholder

Shareholding
percentage

(approximately) %

Our Directors

Mr. Elson Yim . ... e 39.00
Mr. Alex NG . ..o 11.10
Ms. Mona Cho. . ... .o e 4.72
Mr. Lam Yat Hon (“"Mr. Lam”) . . . . ... ... .. .. 3.61
Mr. Ma Wing Wah ("Mr. Ma"). .. ...................... 0.76

Directors of our subsidiaries
Ms. ChU . . e 5.56
Mr. Shek Kam Ming (“Mr. Shek”) ...................... 2.89
Dr. Ho Chi Tim (“Dr. HO") . .. . . . . . . e 0.78

Associates of the aforesaid persons
Ms. See Sau Lai (Note 1) . .. ... . i 5.81
Mr. Yim Wah (Note 2). . . . ... .. . . i 4,61
Winch Limited (Note 3). . .. ... e 10.82
Ms. SUueNn. . ... e e 0.31
Ms. Choi Pui Wan Connie (Note 4). . . .. ....... ... 2.39
Mr. Ng Chun Kwok (Note 5) .. ..... ... ... ... .. ... ..... 0.94
Mrs. Ma Chan Chui Kin Claudia (Note 6) . .. .............. 0.33
Mr. Yim Ting Chung (Note 7) .. .. ... . . .. ... 0.07

Our employees (total: 2). ... ...... ... .. .. .. .. .. .. .. .... 1.83

Independent Third Parties (total: 9) .. .................... 4.47

Total. . . .. 100.00

Notes

(1) Ms. See Sau Lai (“Ms. See”) is a sister-in-law of Mr. Elson Yim and the spouse of Mr. Yim Wah.

(2) Mr. Yim Wah is a brother of Mr. Elson Yim and the spouse of Ms. See.

(3)  Winch Limited was jointly owned by Mr. Elson Yim and Ms. Mona Cho in equal shares.

(4)  Ms. Choi Pui Wan Connie (“Ms. Choi”) is the spouse of Mr. Shek.

(5)  Mr. Ng Chun Kwok is the brother-in-law of Ms. Mona Cho.

(6) Mrs. Ma Chan Chui Kin Claudia (“Mrs. Ma”) is the spouse of Mr. Ma.

(7)  Mr. Yim Ting Chung is a brother of Mr. Elson Yim.
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Shareholdings in Moral Wealth

Immediately before the Reorganisation, 3,080,000 shares in Moral Wealth,
representing 77% of its then issued share capital, were held by Mr. Elson Yim on trust for
the then shareholders of Prime Health other than Moral Wealth (the “Other Prime Health
Shareholders”) on a pro rata basis (the “Trust Arrangement”).

The Trust Arrangement arose in connection with an employee incentive scheme
introduced by our Group during the year ended 31 March 2013 (the “Scheme”). Under the
Scheme, eligible employees of our Group would be awarded shares in Moral Wealth, based
on their past performance and contribution to our Group.

On 12 January 2014, Moral Wealth allotted and issued an aggregate of 920,000 new
shares to three of our Directors, a member of our Group’s senior management and 20 of
our Group's employees (the “Eligible Employees”) pursuant to the Scheme. The shares were
awarded without any vesting conditions, based on the past performance and contribution
of the Eligible Employees to our Group and the share award was communicated to the
Eligible Employees by our Group and was accepted by the Eligible Employees by 31 March
2013. An additional 3,079,999 new shares in Moral Wealth were allotted and issued to Mr.
Elson Yim, who held those shares (together with one share in Moral Wealth acquired by
Mr. Elson Yim upon the acquisition of Moral Wealth from its founding member on 5
November 2013 for the implementation of the Scheme) on trust for the Other Prime Health
Shareholders, which were intended to be transferred to other eligible employees to be
identified pursuant to the Scheme.

Apart from the Eligible Employees, no other eligible employees were identified
pursuant to the Scheme. The Trust Arrangement continued until mid-2015 and was
terminated during the Reorganisation through the incorporation of Silverage Pine Care and
Silverage Pillar, the details of which are set out in “Reorganisation steps — Incorporation of
Silverage Pine Care and Silverage Pillar” below.

As a result of the above allotments and immediately before the Reorganisation, Moral
Wealth was held as to 77% by Mr. Elson Yim (on trust for the Other Prime Health
Shareholders), 1.25% by each of Ms. Mona Cho, Mr. Billy Yim, Mr. Edwin Yim and Ms. Chu,
and an aggregate of 18% by 20 of our employees.

Individual shareholders of Prime Health

Immediately before the Reorganisation, 24 individual shareholders of Prime Health
held an aggregate of 28.04% interests in Prime Health, which comprised:

(a) an aggregate of 12.70% interests held by our Directors which in turn comprised
7.79% held by Mr. Alex Ng, 3.94% held by Mr. Lam, 0.87% held by Mr. Ma, 0.10%
held by Mr. Edwin Yim;

(b) an aggregate of 2.14% interests held by five associates and/or close associates of
our Directors which in turn comprised:

(i) 0.62% held by Ms. Suen;

(i) 1.16% held by Mr. Ng Chun Kwok;
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(iii) 0.28% held by Mrs. Ma;
(iv) 0.06% held by Mr. Yim Ting Chung;

(v) 0.02% held by Ms. Cho Wing Yee who is a sister of Ms. Mona Cho and
spouse of Mr. Ng Chun Kwok;

(c) an aggregate of 3.92% interests held by three directors of certain of our
subsidiaries (which in turn comprised 0.30% by Ms. Chu, 2.64% by Mr. Shek and
0.98% by Dr. Ho) and 2.35% held by Ms. Choi; and

(d) an aggregate of 2.48% interests held by two of our employees and an aggregate
of 4.45% interests held by nine Independent Third Parties.

Effective shareholding in Prime Health and our Company

Taking into account the shares in Moral Wealth held by Mr. Elson Yim on trust under
the Trust Arrangement, Prime Health was beneficially owned as to 45.98% by Mr. Elson
Yim, 5.93% by Ms. Mona Cho, 10.78% by Mr. Alex Ng, 5.73% by Mr. Billy Yim, 4.16% by
Mr. Lam, 0.92% by Mr. Ma, 0.17% by Mr. Edwin Yim, an aggregate of 10.56% by three
directors of certain of our subsidiaries (including 6.74% by Ms. Chu), an aggregate of
7.46% by nine of the associates of the afore-mentioned persons (including 0.65% by Ms.
Suen), an aggregate of 3.55% by 19 of our employees, and an aggregate of 4.76% by 10
Independent Third Parties.

In preparation for the Listing, the Trust Arrangement was terminated in order to
rationalise the shareholding structure of the Group. Instead of having Mr. Elson Yim
transferred the shares in Moral Wealth held on trust by him to each of the Other Prime
Health Shareholders, two holding companies, namely Silverage Pine Care and Silverage
Pillar, were incorporated as part of the Reorganisation. The effective interests in Prime
Health held by its ultimate shareholders would be reflected in the shareholding structure of
each of Silverage Pine Care and Silverage Pillar, except Ms. See and Mr. Yim Wah, who had
decided to realise their respective investments in our Group by disposing of their respective
shares in Prime Health Asia to Mr. Elson Yim as part of the Reorganisation (see
“Reorganisation steps — Transfer of shares in Prime Health Asia” below for details).
Accordingly, the ultimate shareholders of Prime Health (except Ms. See and Mr. Yim Wah)
became the shareholders of Silverage Pine Care and/or Silverage Pillar as part of the
Reorganisation. As such, the effective interests in Prime Health held by our Controlling
Shareholders increased from 75.98% before the Reorganisation to 76.18% immediately
upon completion of the Reorganisation.
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The following table sets forth the effective interests of our Controlling Shareholders,
in Prime Health before the Reorganisation and their respective effective interests in our
Company immediately upon completion of the Reorganisation:

Name of Controlling Shareholder

Effective interest in
Prime Health before
the Reorganisation
(approximately) %

Effective interest in
our Company
immediately upon
completion of the
Reorganisation
(approximately) %

Mr. Elson Yim . .............. ... ....
Ms.MonaCho......................
Mr. Alex Ng. . ... . i
Mr. Billy Yim . ... .. ... ..
Mr. Edwin Yim. . .............. . .....
Ms.Chu. ......... . . . ... .
Ms.Suen . ......... .
Total . . ... ... . . .
Note:

45.98 46.18
(Note)

5.93 5.93
10.78 10.78
5.73 5.73
0.17 0.17
6.74 6.74
0.65 0.65
75.98 76.18

Before the Reorganisation, Ms. See and Mr. Yim Wah decided to realise their respective investments in our

Group. Their respective shares in Prime Health Asia were disposed of on 11 May 2016 to Mr. Elson Yim as
part of the Reorganisation. See “Reorganisation steps — Transfer of shares in Prime Health Asia” below for

details.

See "Reorganisation steps — Incorporation of our Company” in this section for details
of the effective interests of the Silverage Pine Care Shareholders and the Silverage Pillar

Shareholders in our Company.

Reorganisation steps

The Reorganisation involved the following steps:

Incorporation of Silverage Pine Care and Silverage Pillar

(i) Incorporation of Silverage Pine Care

On 19 June 2015, Silverage Pine Care was incorporated in BVI with limited liability. As
at the date of its incorporation, Silverage Pine Care was authorised to issue a maximum of
100,000,000 ordinary shares with a par value of US$0.001 each.
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On 10 July 2015, a total of 75,780,000 subscriber shares, representing the entire issued
share capital of Silverage Pine Care, were allotted and issued, credited as fully paid, to the
Silverage Pine Care Shareholders. The number of subscriber shares in Silverage Pine Care
allotted and issued to each of the Silverage Pine Care Shareholders and the respective
approximate shareholding percentage are as follows:

Shareholding

No. of percentage
ordinary (approximately)
Name of Silverage Pine Care Shareholder shares owned %
Our Directors
Mr. Elson Yim (Note 1) .. ...... ... ... ... . ...... 32,584,558 43.00
Mr. Alex Ng (Note 2). . . . ... .. .. 7,491,591 9.90
Ms. Mona Cho (Note 7). ... ... ... .. ... 4,993,649 6.59
Mr. Billy Yim (Note 1) . . . ... ... ... ... ... .. ... 4,826,657 6.37
M. Lam .. 3,502,826 4.62
Mr. Ma (Note 3) . . ... e e 772,691 1.02
Mr. Edwin Yim (Note 1). . .. ... ... 139,300 0.18
Directors of our subsidiaries
Ms. Chu . ... .. 5,677,462 7.49
Mr. Shek (Note 4) . . . .. ... ... 2,352,842 3.10
Dr.Ho. ... . . e 866,425 1.14
Associates of the aforesaid persons
Ms. Suen (Note 2) . . . . .o oo e 550,306 0.73
Ms. Choi (Note 4) . . . . ... 2,095,386 2.77
Mr. Michael Yim (Note 1) .. ................... 2,076,808 2.74
Mr. Ng Chun Kwok (Note 1) . .................. 1,033,195 1.36
Mrs. Ma (Note 3). . . . .o oo e e 254,710 0.34
Mr. Yim Ting Chung (Note 1) .. ................ 53,064 0.07
Ms. Cho Wing Yee (Note 7). . ...... .. ... ....... 46,610 0.06
Our employees (total: 3). .. .................... 2,454,304 3.23
Independent Third Parties (total: 10). . .. .......... 4,007,616 5.29
Total. . . ... e 75,780,000 100.00
Notes.

1. The relationships of Mr. Elson Yim with Ms. Mona Cho, Mr. Billy Yim, Mr. Edwin Yim, Mr. Michael Yim, Mr.
Yim Ting Chung, Ms. Cho Wing Yee and Mr. Ng Chun Kwok are set out in the following diagram:

| M = is married to

Brothers Sisters
o M :
Mr. Yim Ting Chung Mr. El Yi Ms. Mona Cho Ms. Cho Wing Yee Mr. Ng Chun Kwok
(brother) r. Elson Yim (spouse) (sister-in-law) (brother-in-law)
Mr. Billy Yim Mr. Edwin Yim Mr. Michael Yim
(son aged 18 or above) (son aged 18 or above) (son aged 18 or above)
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2. Mr. Alex Ng is the spouse of Ms. Suen.
3. Mr. Ma is the spouse of Mrs. Ma.

4. Mr. Shek is the spouse of Ms. Choi.
(i) Incorporation of Silverage Pillar

On 19 June 2015, Silverage Pillar was incorporated in BVI with limited liability. As at
the date of its incorporation, Silverage Pillar was authorised to issue a maximum of
10,000,000 ordinary shares with a par value of US$0.001 each.

On 10 July 2015, a total of 8,420,000 subscriber shares, representing the entire issued
share capital of Silverage Pillar, were allotted and issued, credited as fully paid, to the
Silverage Pillar Shareholders. The number of subscriber shares in Silverage Pillar allotted
and issued to each of the Silverage Pillar Shareholders and the respective approximate
shareholding percentage are as follows:

Shareholding

No. of percentage
ordinary (approximately)
Name of Silverage Pillar Shareholder shares owned %
Our Directors
Mr. Elson Yim . . ... ... .. i 6,304,000 74.86
Mr. Alex NG .. ... 1,576,000 18.72
Our employees (total: 16) . . . . ... ............... 540,000 6.42
Total. . . ... 8,420,000 100.00

Each of our employees holds less than 5% of the ordinary shares of Silverage Pillar.
Incorporation of Pine Active Care

On 22 June 2015, Pine Active Care, one of our Controlling Shareholders, was
incorporated as the holding company of each of our Company, Pine Care River and Giant
Success (see below for details) in BVI with limited liability. As at the date of its
incorporation, Pine Active Care was authorised to issue a maximum of 50,000 ordinary
shares with a par value of US$1.00 each.

On 24 July 2015, nine subscriber shares in Pine Active Care were allotted and issued,
credited as fully paid, to Silverage Pine Care and one subscriber share in Pine Active Care
was allotted and issued, credited as fully paid, to Silverage Pillar. Accordingly, Pine Active
Care was owned as to 90% by Silverage Pine Care and 10% by Silverage Pillar.

Incorporation of our Company
On 18 August 2015, our Company was incorporated in the Cayman Islands as an
exempted company with limited liability. As at the date of its incorporation, the authorised

share capital of our Company was HK$380,000 divided into 38,000,000 Shares with a par
value of HK$0.01 each. On the same day, one subscriber Share was allotted and issued as
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fully paid to the initial subscriber. On the same day, the said one Share was transferred to
Pine Active Care at par value of HK$0.01. Upon completion, our Company became wholly-
owned by Pine Active Care.

The following table sets forth the effective interests of the Silverage Pine Care
Shareholders and the Silverage Pillar Shareholders in our Company upon completion of the
said transfer (and up to the Latest Practicable Date), through their respective interests in
Silverage Pine Care, Silverage Pillar and Pine Active Care:

Effective
interest in our
Company upon

Interest in completion of
Silverage Pine Interest in the said
Care Silverage Pillar transfer
(approximately) (approximately) (approximately)
Name of shareholder % % %
Our Directors
Mr. Elson Yim . ................... 43.00 74.86 46.18
Mr. Alex Ng. . .................... 9.90 18.72 10.78
Ms. Mona Cho . ................... 6.59 — 5.93
Mr. Billy Yim .. ........... ... 6.37 — 5.73
Mr.Lam. . ... .. 4.62 — 4.16
Mr.Ma ... 1.02 — 0.92
Mr. Edwin Yim. . .................. 0.18 — 0.16
Directors of our subsidiaries
Ms.Chu. ........................ 7.49 — 6.74
Mr.Shek . .......... ... .. ........ 3.10 — 2.79
Dr.Ho. ... ... . . . . . 1.14 — 1.03
Associates of the aforesaid persons
Ms. Suen . ... .. .. 0.73 — 0.65
Ms.Choi ........... ... .. ........ 2.77 — 2.49
Mr. Michael Yim. .................. 2.74 — 2.47
Mr. Ng Chun Kwok. . ............... 1.36 — 1.24
Mrs.Ma. . ... .. . 0.34 — 0.30
Mr. Yim Ting Chung . .. ............. 0.07 — 0.06
Ms. Cho Wing Yee . .. .............. 0.06 — 0.06
Our employees (total: 19). .. ........... 3.23 6.42 3.55
Independent Third Parties (total: 10). ... .. 5.29 — 4.76
Total......... ... ... ... ... ... ... .. 100.00 100.00 100.00

The effective interests of the Silverage Pine Care Shareholders and the Silverage Pillar
Shareholders in our Company had taken into account the interests held by Ms. See and Mr.
Yim Wah in our Group prior to the Reorganisation which were then transferred to Mr.
Elson Yim as part of the Reorganisation, as if such interests had been disposed of prior to
the Reorganisation. See "“Overview — Effective Shareholding in Prime Health and our
Group” in this section for details of the changes in effective shareholding in Prime Health
and our Group, and “Transfer of shares in Prime Health Asia” below for details of the
disposals by Ms. See and Mr. Yim Wah of their respective interests in our Group.
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Incorporation of Pine Care Health

On 26 August 2015, Pine Care Health was incorporated in BVI with limited liability. As
at the date of its incorporation, Pine Care Health was authorised to issue a maximum of
50,000 ordinary shares with a par value of US$1.00 each.

On 31 August 2015, one subscriber share in Pine Care Health was allotted and issued,
credited as fully paid, to our Company. As a result, Pine Care Health became wholly-owned
by our Company.

Incorporation of Pine Care River

On 25 August 2015, Pine Care River was incorporated as the holding company of Best
Luck and Added Twist which were not included as part of our Group for the purpose of the
Listing (see below for details) in BVI with limited liability. As at the date of its
incorporation, Pine Care River was authorised to issue a maximum of 50,000 ordinary
shares with a par value of US$1.00 each.

On 31 August 2015, one subscriber share in Pine Care River was allotted and issued,
credited as fully paid, to Pine Active Care. As a result, Pine Care River became wholly-
owned by Pine Active Care. Pine Care River was not included as part of our Group for the
purpose of the Listing.

Incorporation of Pine Care Elite

On 31 December 2015, Pine Care Elite was incorporated in Hong Kong with limited
liability. Pine Care Elite was incorporated for the purpose of implementing the Pine Care
Place Development Plan. See “Business — Pine Care Place Development Plan” for details of
the care and attention home to be operated by our Group through Pine Care Elite.

On 31 December 2015, 10,000 subscriber shares in Pine Care Elite were allotted and
issued as fully paid to Pine Care Elderly Home. As a result, Pine Care Elite became wholly-
owned by Pine Care Elderly Home.

Transfer of shares in Prime Health Asia

On 11 May 2016, Ms. See and Mr. Yim Wah transferred their respective interests in
Prime Health Asia to Mr. Elson Yim as follows:

(a) Ms. See (as transferor) and Mr. Elson Yim (as transferee) executed an instrument
of transfer and bought and sold notes, pursuant to which 42,357 ordinary shares
in Prime Health Asia, representing approximately 5.81% interest in Prime Health
Asia, were transferred to Mr. Elson Yim for a consideration of HK$164,320 which
was determined with reference to the earnings of our Group for the year ended
31 March 2016. The transfer was properly and legally completed and settled on
16 May 2016. Ms. See is the sister-in-law of Mr. Elson Yim and the spouse of Mr.
Yim Wah. Ms. See disposed of her interest in Prime Health Asia as she intended to
realise her investment in our Group through Prime Health Asia. Upon completion
of the said disposal, Ms. See ceased to hold any interest in Prime Health Asia; and
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(b) Mr. Yim Wah (as transferor) and Mr. Elson Yim (as transferee) executed an
instrument of transfer and bought and sold notes, pursuant to which 33,586
ordinary shares in Prime Health Asia, representing approximately 4.61% interest
in Prime Health Asia, were transferred to Mr. Elson Yim for a consideration of
HK$130,294 which was determined with reference to the earnings of our Group
for the year ended 31 March 2016. The disposal was properly and legally
completed and settled on 16 May 2016. Mr. Yim Wah is the spouse of Ms. See and
is brother of Mr. Elson Yim. Mr. Yim Wah disposed of his interest in Prime Health
Asia as he intended to realise his investment in our Group through Prime Health
Asia. Upon completion of the said disposal, Mr. Yim Wah ceased to hold any
interest in Prime Health Asia.

Upon completion of the above transfers, Mr. Elson Yim’s direct interest in Prime Health
Asia increased from 39.00% to 49.42%. The following table sets forth the changes in the
shareholding of Prime Health Asia upon completion of the above transfers.

Shareholding
percentage Shareholding
before the percentage upon
above transfers  completion of the
(approximately) above transfers

Name of shareholder % (approximately) %
Our Directors
Mr. Elson Yim . ... ... . . 39.00 49.42
Mr. Alex Ng. .. .. 11.10 11.10
Ms.Mona Cho . ....... ... ... .. .. 4.72 4.72
Mr. Lam. . .. e 3.61 3.61
Mr. Ma . 0.76 0.76
Directors of our subsidiaries
Ms. ChU. . .o 5.56 5.56
Mr. Shek . ... 2.89 2.89
Dr.Ho. . . e 0.78 0.78
Associates of the aforesaid persons
Ms. See . . .. e 5.81 —
Mr.YimWah . . ... .. . 4.61 —
Winch Limited (Note) . . . ........ .. ... ... ... 10.82 10.82
Ms. Suen . .. ... 0.31 0.31
Ms. Choi . ..o 2.39 2.39
Mr. Ng Chun Kwok. . . ... ... .. ... . . .. 0.94 0.94
Mrs. Ma. . ... e 0.33 0.33
Mr.YimTing Chung. . ....... .. .. ... ... . ... .... 0.07 0.07
Our employees (total: 2). .. ...................... 1.83 1.83
Independent Third Parties (total: 9). . ............... 4.47 4.47
Total. . ... . e 100.00 100.00

Note: Winch Limited was jointly owned by Mr. Elson Yim and Ms. Mona Cho in equal shares.

Each of our employees and the Independent Third Parties holds less than 5% of the
ordinary shares of Prime Health Asia.
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The changes in the effective interests of the ultimate shareholders of Prime Health
and our Group arising from the above transfers had been accounted for upon the
incorporation of Silverage Pine Care and Silverage Pillar. See "“Overview — Effective
Shareholding in Prime Health and our Group” in this section for details of the changes in
effective shareholding in Prime Health and our Group, and “Incorporation of our Company”
above for details of the effective interests of the Silverage Pine Care Shareholders and the
Silverage Pillar Shareholders in our Company.

Acquisition of the entire issued share capital of Prime Health by Pine Care Health

On 24 May 2016, Top Benchmark Limited, River Bright Limited, Mr. Alex Ng, Moral
Wealth Development Limited, Ms. Suen, Ms. Chu, Mr. Edwin Yim, Pine Care Health and Pine
Active Care, among others, entered into the Reorganisation Agreement. Pursuant to the
Reorganisation Agreement, Pine Care Health acquired the entire issued share capital of
Prime Health from the shareholders of Prime Health in consideration for Pine Active Care,
an indirect holding company of Pine Care Health, allotting and issuing 81 ordinary shares in
Pine Active Care, credited as fully paid, to Silverage Pine Care and nine ordinary shares in
Pine Active Care, credited as fully paid, to Silverage Pillar. The said shares were allotted
and issued to Silverage Pine Care and Silverage Pillar respectively on 24 May 2016.

Upon completion of the above acquisition, Prime Health became a direct wholly-
owned subsidiary of Pine Care Health and Pine Active Care remained to be held as to 90%
by Silverage Pine Care and 10% by Silverage Pillar.

Transfer of shares in certain subsidiaries of Prime Health

Before the Reorganisation, Mr. Elson Yim held one share in each of (i) Grant Smart,
Chun Fai, Wellfield Properties, Pine Care Elderly Home, Fitgarden and Mainfield on trust for
Prime Health; (ii) Pine Care Centre, Pacific First, Besting Holdings, Hinta Enterprises and
Fitbest on trust for Pine Care Elderly Home; (iii) Witmart Design on trust for Pine Care
Centre; and (iv) Best Luck on trust for Besting Holdings.

On 24 May 2016, Mr. Elson Yim (as transferor) and each of Prime Health, Pine Care
Elderly Home, Pine Care Centre and Besting Holdings (each as transferee) executed a
separate instrument of transfer, pursuant to which the relevant share held on trust by Mr.
Elson Yim was transferred to the respective beneficial owners. Upon completion of the
above transfers, the shares in the subsidiaries of Prime Health above became 100% held by
their respective holding companies.

On 24 May 2016, Grand Prosper (as transferor) and Pine Care Elderly Home (as
transferee) executed an instrument of transfer and bought and sold notes, pursuant to
which one ordinary share in Gericare Centre, representing 1% of its issued share capital,
was transferred to Pine Care Elderly Home for a consideration of HK$76,158, which was
determined based on the net asset value of Gericare Centre as at 31 March 2016. The above
transfer was properly and legally completed and settled on 24 May 2016. Upon completion
of the above transfer, Gericare Centre became a wholly-owned subsidiary of Pine Care
Elderly Home.
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Disposal of Best Luck and Added Twist to Pine Care River

As at 18 August 2016, Best Luck was principally engaged in the operation and
management of a medical clinic and Added Twist was principally engaged in the operation
and management of a Chinese medical clinic.

On 18 August 2016, Besting Holdings (as transferor) and Pine Care River (as transferee)
entered into a sale and purchase agreement, pursuant to which Besting Holdings disposed
of the entire issued share capital of Best Luck to Pine Care River for a consideration of
HK$674,618, which was determined based on the net asset value of Best Luck as at 31
March 2016. The disposal was properly and legally completed and settled on 19 August
2016. Upon completion of the above disposal, Best Luck became a wholly-owned subsidiary
of Pine Care River, and ceased to be part of our Group.

On 18 August 2016, Fitbest (as transferor) and Pine Care River (as transferee) entered
into a sale and purchase agreement, pursuant to which Fitbest disposed of the entire issued
share capital of Added Twist to Pine Care River for a consideration of HK$156,626, which
was determined based on the net asset value of Added Twist as at 31 March 2016. The
disposal was properly and legally completed and settled on 19 August 2016. Upon
completion of the above disposal, Added Twist became a wholly-owned subsidiary of Pine
Care River, and ceased to be part of our Group.

The reason for disposing of Best Luck and Added Twist to Pine Care River was to
delineate our principal business from the other businesses operated by our Group prior to
the Reorganisation.

Disposal of Giant Success to Pine Active Care and disposal of the Excluded Properties to
Giant Success

Before the Reorganisation, Giant Success was directly holding four residential
properties (the “Giant Success Properties”), two of which have been leased to our Group as
staff dormitories since April 2015.

On 18 August 2016, Prime Health (as transferor) and Pine Active Care (as transferee)
entered into a sale and purchase agreement, pursuant to which Prime Health disposed of
the entire issued share capital of Giant Success to Pine Active Care for a consideration of
HK$17,071,460, which was determined based on the net asset value of Giant Success as at
31 March 2016. The above disposal was properly and legally completed and settled on 19
August 2016. Upon completion of the above disposal, Giant Success became a wholly-
owned subsidiary of Pine Active Care, one of our Controlling Shareholders, and ceased to
be part of our Group.
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On 30 August 2016, Grant Smart (as transferor) and Giant Success (as transferee)
entered into two memoranda of agreement for sale and purchase, pursuant to which Grant
Smart disposed of two residential properties (the “Excluded Properties”) to Giant Success
for a total consideration of HK$14,050,000, which was determined based on the value of
the Excluded Properties as at 31 July 2016 as valued by Jones Lang LaSalle Corporate
Appraisal and Advisory Limited. The above disposal was properly and legally completed and
settled on 3 October 2016. Upon completion of the disposal of the Excluded Properties, our
Group ceased to have any interest in the Excluded Properties. Upon completion of the said
disposal, six residential properties comprising the Giant Success Properties and the Excluded
Properties were held by Giant Success.

The disposal of Giant Success to Pine Active Care and the disposal of the Excluded
Properties to Giant Success took place as our Directors considered that the Giant Success
Properties and the Excluded Properties were not principal assets of our Group and do not
form part of and are not crucial to our Group’s principal operations. Two of the Giant
Success Properties have been leased to our Group as staff dormitories since April 2015. Our
Group will continue to rent these two residential properties held by Giant Success after the
Listing. See “Connected Transactions — Continuing connected transactions fully exempt
from Shareholders’ approval, annual review and all disclosure requirements — Tenancy
agreements between Giant Success and our Group in relation to staff dormitories” for
further details of the tenancies between Giant Success and our Group in relation to staff
dormitories.

Shareholders’ and regulatory approvals

We have obtained the relevant Shareholders’ approvals for the Reorganisation. See
“Statutory and General Information — A. Further information about our Company —
Written resolutions of our sole Shareholder passed on 23 January 2017” in Appendix V to
this prospectus for details of the Shareholders’ approvals. We are not required to obtain
any regulatory approval for the Reorganisation in Hong Kong.
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Notes:

Q)]

(2)

(3)

(4)

(5)

(6)

)]

(8)

Pine Care Centre is the licence holder of Pine Care Centre, the operating address of which is at Shop B6-B14,
C5-C7, C11-C15, G/F, Shui Ning House, 24-50 Shui Ning Street, Kwun Tong, Kowloon. The premises used for
Pine Care Centre were leased to Pine Care Centre by an Independent Third Party. See “Business — Our care
and attention homes” for details of Pine Care Centre.

Pacific First is the licence holder of Pine Care (Tak Fung) Elderly Centre, the operating address of which is at
Shops 89 & 91, G/F, 1/F, 2/F and Portion of 3/F, Tak Fung Building, 85-91 Lai Chi Kok Road, Kowloon. The
ground floor, first and second floors of the premises used for Pine Care (Tak Fung) Elderly Centre were
leased to Pacific First by Fitgarden and Mainfield respectively, whereas the portion of the third floor of the
premises was leased to Pacific First by an Independent Third Party. See “Business — Our care and attention
homes” for details of Pine Care (Tak Fung) Elderly Centre.

Besting Holdings is the licence holder of (i) New Pine Care Centre, the operating address of which is at
Portion of G/F, 1/F, 2/F, Shun Lee Shopping Centre, Phase 2, Shun Lee Estate & F20-F22 on 3/F, Lee Foo
House, Shun Lee Estate, Kowloon, and (ii) Pine Care (Lee Foo) Elderly Centre, the operating address of which
is at 101-108, 1/F Lee Foo House, Shun Lee Estate, Kwun Tong, Kowloon. Both premises used for New Pine
Care Centre and Pine Care (Lee Foo) Elderly Centre were leased to Besting Holdings by an Independent Third
Party. See “Business — Our care and attention homes” for details of New Pine Care Centre and Pine Care
(Lee Foo) Elderly Centre.

Hinta Enterprises is the licence holder of Pinecrest Elderly Centre, the operating address of which is at G/F,
No. 36, Tung Ming Street and 1/F, No. 63 Hong Ning Road, Kwun Tong, Kowloon. The premises used for
Pinecrest Elderly Centre were leased to Hinta Enterprises by Chun Fai. See “Business — Our care and
attention homes” for details of Pinecrest Elderly Centre.

Fitbest is the licence holder of Pine Care (Manning) Elderly Centre, the operating address of which is at G/F-
3/F, 1 Koon Wah Lane, 68-72 Yuk Wah Street, Tsz Wan Shan, Kowloon. The premises used for Pine Care
(Manning) Elderly Centre were leased to Fitbest by Grant Smart. See “Business — Our care and attention
homes” for details of Pine Care (Manning) Elderly Centre.

Masswell Development is the licence holder of Pine Care Hong Fai Elderly Centre, the operating address of
which is at Portion of G/F, whole of 1/F-3/F, 143-145 Shaukeiwan Road, Hong Kong. The premises used for
Pine Care Hong Fai Elderly Centre were leased to Masswell Development by Wellfield Properties. See
“Business — Our care and attention homes” for details of Pine Care Hong Fai Elderly Centre.

Gericare Centre is the licence holder of (i) Pine Care (Po Tak) Elderly Centre, the operating address of which
is at Shop 10 G/F, 1/F & 2/F, Win Fong Heights, 180 Hing Fong Road, Kwai Chung, New Territories, and (ii)
Pine Care (Po Tak Branch) Elderly Centre, the operating address of which is at Shop H on G/F, 1/F-4/F, 41-43
Shing Fong Street, 204 Hing Fong Road and 31-35, 37, 39-41, Ko Fong Street, Kwai Chung, New Territories.
The premises used for Pine Care (Po Tak) Elderly Centre were leased to Gericare Centre by Ruby
International, whereas the premises used for Pine Care (Po Tak Branch) Elderly Centre were leased to
Gericare Centre by an Independent Third Party. See “Business — Our care and attention homes” for details of
Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch) Elderly Centre.

On 8 December 2016, Pine Care Elegance was incorporated in Hong Kong with limited liability. Pine Care
Elegance was incorporated for the purpose of implementing our Group’s expansion plan. See “Business —
Our Strategies” and “Future Plans and Use of Proceeds” in this prospectus for details of our Group's

expansion plan.

On 8 December 2016, 10,000 subscriber shares in Pine Care Elegance were allotted and issued as fully paid to
Pine Care Elderly Home. As a result, Pine Care Elegance became wholly-owned by Pine Care Elderly Home.

As at the Latest Practicable Date, Pine Care Elegance had not yet commenced business.
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POSSIBLE ACQUISITION AFTER THE TRACK RECORD PERIOD
Background

Gericare Centre received a letter dated 30 November 2016 in relation to the Early
Termination. In response to the Early Termination and for the purpose of accommodating a
majority of the existing residents of Pine Care (Po Tak Branch) Elderly Centre, we entered
into the MOU which is non-legally binding on 4 January 2017 for the Possible Acquisition.
The Target Company is the operator of an existing care and attention home situated at the
Target Premises and the holder of the RCHE licence for the said existing care and attention
home. As at the Latest Practicable Date, the Target Company was owned as to 53.13% by
Billion Fortune International Limited, 43.12% by Grand Profit Enterprise Limited and 3.75%
by Regent Gold Business Limited, and each of Billion Fortune International Limited, Grand
Profit Enterprise Limited and Regent Gold Business Limited was owned as to 80% by Ms.
Luk Ngai Ling Irene (“Ms. Irene Luk”) and 20% by Ms. Luk Ngai Si Icy (“Ms. Icy Luk”). See
“Business — Possible Acquisition for Relocation of Pine Care (Po Tak Branch) Elderly Centre”
in this prospectus for details of the proposed relocation of Pine Care (Po Tak Branch)
Elderly Centre to the Target RCHE under the Possible Acquisition.

By way of background, on 14 December 2016, in order to immediately crystalise the
opportunity for our Group to acquire the Target Company in response to the Early
Termination, Mr. Elson Yim entered into a letter of intent (the “LOI") with the Vendors, Ms.
Irene Luk and Ms. Icy Luk. Each of the Vendors, Ms. Irene Luk and Ms. Icy Luk is an
Independent Third Party. The parties to the LOI agree that Mr. Elson Yim may at his sole
discretion nominate any of his controlled entities to enter into the Formal Agreement as
the purchaser thereunder, and Mr. Elson Yim shall accordingly be entitled to assign all or
any of his rights under the LOI to such controlled entity.

The completion of the Possible Acquisition, if materialised, is conditional upon certain
conditions precedent to be set out in the Formal Agreement.

Pursuant to the LOI, Mr. Elson Yim paid HK$13,880,000 to Ms. Irene Luk (acting as the
agent of the Vendors) upon signing of the LOI as earnest money (the “Earnest Money”). It
is agreed by the parties under the LOI that (i) if the Formal Agreement is entered into by
the parties to the LOI in accordance with the terms thereof, the Earnest Money shall be
applied as payment of the consideration for the sale and purchase of the entire issued
share capital of the Target Company and the shareholders’ loan due to the Vendors
(whether as deposit or in full); and (ii) if Mr. Elson Yim exercises his discretion and
nominates any of his controlled entities to enter into the Formal Agreement, Mr. Elson Yim
shall be entitled to instruct the Vendors or Ms. Irene Luk (acting as the agent of the
Vendors) to return and refund the Earnest Money to him in full (without interest) upon the
signing of the Formal Agreement.

The parties to the LOI agree that the LOI merely serves to record the intention of the
parties as at the date of the LOI, and the parties do not intend the provisions of the LOI to
be exhaustive and complete as to the terms and conditions of the sale and purchase of the
entire issued share capital of the Target Company and the shareholders’ loan due to the
Vendors.
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On 4 January 2017, Mr. Elson Yim formally nominated Pine Care Elderly Home, an
indirect wholly owned subsidiary of our Company, to be the purchaser in relation to the
Possible Acquisition.

The MOU

On 4 January 2017, the Vendors, Pine Care Elderly Home (as purchaser), Ms. Irene Luk
and Ms. Icy Luk (as the Vendors’ guarantors) entered into the MOU in relation to the
Possible Acquisition for a total consideration of HK$13,880,000 which shall be paid by Pine
Care Elderly Home to the Vendors. Such consideration was arrived at after arm’s length
negotiations between the parties after taking into account the need of our Group for a
readily available premises to accommodate a majority of the existing residents of Pine Care
(Po Tak Branch) Elderly Centre, the physical conditions of the Target Premises and the
general demand for care and attention homes for the elderly in Tsuen Wan.

Pursuant to the MOU, subject to the terms and conditions of the Formal Agreement,
completion of the Possible Acquisition, if materialised, shall take place on such date as set
out in the Formal Agreement. As at the Latest Practicable Date, the Formal Agreement had
not been entered into.

To the best knowledge and information of our Directors, (i) the total assets of the
Target Company as at 30 June 2016 were not more than HK$16.1 million, representing not
more than 5% of the total assets of our Group as at 31 July 2016; and (ii) the total revenue
and profit for year of the Target Company for the year ended 30 June 2016, were not more
than HK$8.7 million and HK$1.4 million, respectively, representing not more than 5% of
each of the total revenue and profit for the year from continuing operations before non-
recurring listing expenses, other income and gains, and other expenses of our Group for
the year ended 31 March 2016.

Upon completion of the Possible Acquisition, if materialised, the Target Company will
become our indirect wholly-owned subsidiary.

CAPITALISATION ISSUE

Conditional upon the crediting of our Company’s share premium account as a result of
the issue of the Offer Shares pursuant to the Listing, our Directors are authorised to
capitalise an amount of HK$6,479,999.99 standing to the credit of the share premium
account of our Company by applying such sum towards to pay up in full at par a total of
647,999,999 Shares for allotment and issue, immediately prior to the Listing, to our sole
Shareholder, Pine Active Care.

As part of the Share Offer, our Selling Shareholder will offer 43,200,000 Sale Shares
for purchase pursuant to the Share Offer. See “Structure and Conditions of the Share
Offer” in this prospectus for details of the Sales Shares offered by our Selling Shareholder.
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Notes:

Q)]

(2)

(3)

(4)

(5)

(6)

)]

(8)

Pine Care Centre is the licence holder of Pine Care Centre, the operating address of which is at Shop B6-B14,
C5-C7, C11-C15, G/F, Shui Ning House, 24-50 Shui Ning Street, Kwun Tong, Kowloon. The premises used for
Pine Care Centre were leased to Pine Care Centre by an Independent Third Party. See “Business — Our care
and attention homes” for details of Pine Care Centre.

Pacific First is the licence holder of Pine Care (Tak Fung) Elderly Centre, the operating address of which is at
Shops 89 & 91, G/F, 1/F, 2/F and Portion of 3/F, Tak Fung Building, 85-91 Lai Chi Kok Road, Kowloon. The
ground floor, first and second floors of the premises used for Pine Care (Tak Fung) Elderly Centre were
leased to Pacific First by Fitgarden and Mainfield respectively, whereas the portion of the third floor of the
premises was leased to Pacific First by an Independent Third Party. See “Business — Our care and attention
homes” for details of Pine Care (Tak Fung) Elderly Centre.

Besting Holdings is the licence holder of (i) New Pine Care Centre, the operating address of which is at
Portion of G/F, 1/F, 2/F, Shun Lee Shopping Centre, Phase 2, Shun Lee Estate & F20-F22 on 3/F, Lee Foo
House, Shun Lee Estate, Kowloon, and (ii) Pine Care (Lee Foo) Elderly Centre, the operating address of which
is at 101-108, 1/F Lee Foo House, Shun Lee Estate, Kwun Tong, Kowloon. Both premises used for New Pine
Care Centre and Pine Care (Lee Foo) Elderly Centre were leased to Besting Holdings by an Independent Third
Party. See “Business — Our care and attention homes” for details of New Pine Care Centre and Pine Care
(Lee Foo) Elderly Centre.

Hinta Enterprises is the licence holder of Pinecrest Elderly Centre, the operating address of which is at G/F,
No. 36, Tung Ming Street and 1/F, No. 63 Hong Ning Road, Kwun Tong, Kowloon. The premises used for
Pinecrest Elderly Centre were leased to Hinta Enterprises by Chun Fai. See “Business — Our care and
attention homes” for details of Pinecrest Elderly Centre.

Fitbest is the licence holder of Pine Care (Manning) Elderly Centre, the operating address of which is at G/F-
3/F, 1 Koon Wah Lane, 68-72 Yuk Wah Street, Tsz Wan Shan, Kowloon. The premises used for Pine Care
(Manning) Elderly Centre were leased to Fitbest by Grant Smart. See “Business — Our care and attention
homes” for details of Pine Care (Manning) Elderly Centre.

Masswell Development is the licence holder of Pine Care Hong Fai Elderly Centre, the operating address of
which is at Portion of G/F, whole of 1/F-3/F, 143-145 Shaukeiwan Road, Hong Kong. The premises used for
Pine Care Hong Fai Elderly Centre were leased to Masswell Development by Wellfield Properties. See
“Business — Our care and attention homes” for details of Pine Care Hong Fai Elderly Centre.

Gericare Centre is the licence holder of (i) Pine Care (Po Tak) Elderly Centre, the operating address of which
is at Shop 10 G/F, 1/F & 2/F, Win Fong Heights, 180 Hing Fong Road, Kwai Chung, New Territories, and (ii)
Pine Care (Po Tak Branch) Elderly Centre, the operating address of which is at Shop H on G/F, 1/F-4/F, 41-43
Shing Fong Street, 204 Hing Fong Road and 31-35, 37, 39-41, Ko Fong Street, Kwai Chung, New Territories.
The premises used for Pine Care (Po Tak) Elderly Centre were leased to Gericare Centre by Ruby
International, whereas the premises used for Pine Care (Po Tak Branch) Elderly Centre were leased to
Gericare Centre by an Independent Third Party. See “Business — Our care and attention homes” for details of
Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch) Elderly Centre.

On 8 December 2016, Pine Care Elegance was incorporated in Hong Kong with limited liability. Pine Care
Elegance was incorporated for the purpose of implementing our Group’s expansion plan. See “Business —
Our Strategies” and “Future Plans and Use of Proceeds” in this prospectus for details of our Group's

expansion plan.

On 8 December 2016, 10,000 subscriber shares in Pine Care Elegance were allotted and issued as fully paid to
Pine Care Elderly Home. As a result, Pine Care Elegance became wholly-owned by Pine Care Elderly Home.

As at the Latest Practicable Date, Pine Care Elegance had not yet commenced business.
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OVERVIEW

We are a leading operator of residential care homes for the elderly in Hong Kong
offering a comprehensive range of residential care services for the elderly including: (i) the
provision of residence, professional nursing and caretaking services, nutritional
management, medical services, physiotherapy services, psychological and social care and
individual care plans; and (ii) sale of elderly home related goods and provision of health
care services.

Our Group has been operating care and attention homes in Hong Kong since 1989. In
2015, we were the second largest private RCHE operator in Hong Kong with a market share
of approximately 3.0% in terms of revenue, and the largest private RCHE operator
participating in the EBPS in Hong Kong in 2015 with a market share of approximately 9.3%
in terms of the number of EBPS places in Hong Kong, according to the Ipsos Report. As at
the Latest Practicable Date, we had a network of nine care and attention homes with 1,218
residential care places operating across five districts in Hong Kong under the brand name
of "Pine Care Group”, most of which are located near MTR stations, prime locations
proximal to public transportation hubs, shopping plazas or residential areas. See “Our Care
and Attention Homes"” in this section for further details. Through our network of care and
attention homes in Hong Kong, we generate our revenue in a growing market with strong
demand for residential care services. According to the Ipsos Report, there is a surging
demand for care services in residential care homes for the elderly in Hong Kong due to an
aging population, an increase in incidence of chronic diseases and physiological
deterioration among elders and a high institutionalisation rate in Hong Kong.

Our corporate culture is embodied in our Company’s motto of “Respecting the Elderly
as Family” (4 tn#l) as we provide quality residential care services to our residents through
establishing a comfortable setting and instilling a warm sense of family. Our dedication to
providing quality services to our residents is evident through (i) the establishment of our
quality assurance monitoring committee to monitor, inspect and regulate the provision of
residential care services for the residents in our Group since 2001; (ii) being accredited with
the ISO 9001 quality management certification in respect of the provision of residential
care services for the elderly since 2002; and (iii) being accredited with the Residential Aged
Care Accreditation Scheme of Hong Kong Association of Gerontology since 2010. Please
refer to the paragraph headed “Quality Control” in this section for further details.
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All of our care and attention homes have participated in the Enhanced Bought Place
Scheme pursuant to which the SWD purchased up to 747 of our 1,218 residential care
places during the Track Record Period and up to the Latest Practicable Date. As at the
Latest Practicable Date, pursuant to the Enhanced Bought Place Scheme, six of our care and
attention homes were classified as EA1, while three of our care and attention homes were
classified as EA2. On 30 November 2016, the applications for the upgrade from EA2
classification to EA1 classification of these three care and attention homes, namely Pine
Care Centre, Pine Care (Tak Fung) Elderly Centre and Pinecrest Elderly Centre, were
conditionally approved by the SWD. Gericare Centre, the license holder of Pine Care (Po
Tak Branch) Elderly Centre, received a letter dated 30 November 2016 in relation to the
Early Termination. In response to the Early Termination, we entered into the MOU which is
non-legally binding on 4 January 2017 for the Possible Acquisition. The Target Company is
the licence holder of an existing care and attention home in Hong Kong.

Since the abovementioned upgrade from EA2 classification to EA1 classification will
require us to modify the layout of our relevant care and attention homes in order to satisfy
the requirement of minimum net floor area per resident for EA1 classification under the
RCH(EP)R, it is expected that our total number of residential places will decrease upon the
completion of upgrade to EA1 classification (which is currently expected to take place in
the fourth quarter of 2017). The following table shows, among others, the number of
residential care places in each of our care and attention homes as at the Latest Practicable
Date together with notes showing the expected changes in the number of residential care
places in the each of the relevant care and attention homes subject to the upgrade.
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Notes:

(1) It is expected that the total number of residential care places and number of residential care places
under the EBPS will decrease to 104 and 72 respectively upon completion of the upgrade which is
currently expected to take place in the fourth quarter of 2017.

(2) It is expected that the total number of residential care places and number of residential care places
under the EBPS will decrease to 88 and 61 respectively upon completion of the upgrade which is
currently expected to take place in the fourth quarter of 2017.

(3) Itis expected that the total number of residential care places will decrease to 71 while the number of
residential care places under the EBPS will remain at 43 respectively upon completion of the upgrade
which is currently expected to take place in the fourth quarter of 2017.

(4)  Gericare Centre received a letter dated 30 November 2016 in relation to the Early Termination. In
response to the Early Termination, we entered into the MOU which is non-legally binding on 4 January
2017 for the possible acquisition of the Target Company which is the licence holder of an existing care
and attention home in Hong Kong. For details of the MOU, please refer to the paragraph headed
“History, Development and Reorganisation — Possible Acquisition after the Track Record Period” of
this prospectus.

We believe that we are well-positioned to capture market opportunities in the growth
of RCHE industry in Hong Kong. We have a successful track record in the establishment and
management of care and attention homes operating under our own brand name. We
intend to strengthen our market position and build upon our experience and successful
track record as a leading operator of residential care homes for the elderly in Hong Kong
by further expanding our existing network of care and attention homes. See “Our
Strategies” in this section for further details. We believe that these strategies will assist us
to expand our business to achieve higher growth and profitability.

Our total revenue increased from approximately HK$147.9 million for the year ended
31 March 2014 to HK$163.8 million for the year ended 31 March 2015 and further increased
to approximately HK$172.7 million for the year ended 31 March 2016, representing a CAGR
of approximately 8.1%. In addition, our revenue increased by 4.2% from approximately
HK$56.9 million for the four months ended 31 July 2015 to HK$59.3 million for the four
months ended 31 July 2016. Set forth below is a breakdown of our revenue contribution
from (i) rendering of elderly home care services for the elderly; and (ii) sale of elderly home
related goods and provision of health care services, for the periods indicated.

Revenue
For the four months ended
For the year ended 31 March 31 July
2014 2015 2016 2015 2016
HK$'000 %  HK$'000 %  HK$'000 % HK$'000 %  HKS$'000 %

(Unaudited)
Rendering of elderly home
care services. . ....... 125,006 845 139,490 852 146919 85.0 48315 849 50,979 86.0
Sale of elderly home related
goods and provision of
health care services . . . . 22,931 155 24295 148 25830 15.0 8,572 15.1 8,29  14.0

Total ............... 147,937 100.0 _ 163,785 100.0 _ 172,749 100.0 56,887 100.0 59,275 100.0
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OUR COMPETITIVE STRENGTHS

We believe that we possess the following competitive strengths which differentiate us
from our competitors.

Leading position as a well-recognised brand with an established network of care and
attention homes participating in the Enhanced Bought Place Scheme

We have a long history of operation beginning in 1989. We are a leading operator of
residential care services for the elderly in Hong Kong with an established network of nine
care and attention homes participating in the Enhanced Bought Place Scheme. We believe
that we have successfully built up our reputation under the "“Pine Care Group” brand,
providing quality services to our residents and allowing them to receive comfort and
professional care in a safe and home-like environment. In addition, to enhance our brand
image, we have engaged an artist with a healthy image, Mr. Lau Dan (#//}) in Hong Kong
as our brand’s spokesperson. Our Directors believe that a strong customer recognition of
the “Pine Care Group” brand together with our quality services have enabled us to
continuously achieve high occupancy rates. For the three years ended 31 March 2016 and
the four months ended 31 July 2016, our average monthly occupancy rates were
approximately 92.7%, 93.5%, 94.3% and 95.0%, respectively.

As a leading operator of residential care homes for the elderly in Hong Kong, our nine
care and attention homes operating under our “Pine Care Group” brand are strategically
located in densely populated regions across five districts in Hong Kong. We are able to
benefit from the demand for residential care services for the elderly coming from various
districts in Hong Kong. Through our strategic selection of sites, our Directors believe that
the prime locations of our care and attention homes facilitate our residents and their
family members to maintain close contacts thereby perpetuating higher demand for our
residential care services. Most of them are located near MTR stations, prime locations
proximal to public transportation hubs, shopping plazas or residential areas. As at the
Latest Practicable Date, four of our care and attention homes and the ground floor and the
whole of 1st and 2nd floors of Pine Care (Tak Fung) Elderly Centre were operated in
properties owned by our Group.

Our participation in the Enhanced Bought Place Scheme indicates that our care and
attention homes which currently comprise EA1s and EA2s, have higher spacing and staffing
standards than those set out under the RCHE Code of Practice issued by the SWD. Such
enhanced standards apply to all of our care and attention homes (including those
individual residential care places that are not purchased by the SWD under the EBPS)
regardless of the number of residential care places purchased by the SWD pursuant to the
Enhanced Bought Place Scheme in those homes. Acknowledging our quality of services
through an open set of assessment of criteria covering aspects such as the environment,
facilities, services quality, management of our care and attention homes and our past
records, in 2015, our Group had the most number of places purchased by the SWD pursuant
to the Enhanced Bought Place Scheme, accounting for approximately 9.3% of the total
number of residential places purchased by the SWD under the EBPS. For the three years
ended 31 March 2016 and the four months ended 31 July 2016, all of our care and
attention homes had participated in the Enhanced Bought Place Scheme pursuant to which
the SWD had purchased up to 747 of our 1,218 residential care places during the Track
Record Period and up to the Latest Practicable Date. For the three years ended 31 March
2016 and the four months ended 31 July 2016, our revenue generated from the payment of
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base rate of places purchased by SWD under the EBPS and the monthly residential fee paid
by the residents who participated under the EBPS, accounted for approximately 57.1%,
59.5%, 58.6% and 58.3% of our total revenue, respectively.

We believe that our success is also demonstrated by the awards/accreditations we have
received. The following table sets out certain major awards/accreditations we have received
since our inception:

Awards/accreditations Awarding organisation Year of award
Residential Care Home Quality of Hong Kong Association of 2011-2015
Service and Full Accreditation Award Gerontology

(b & EE R 2mBE) ...

Residential Aged Care Accreditation Scheme Hong Kong Association of 2010-2016
Gerontology

ISO 9001 Quality management certification Hong Kong Quality Assurance  2002-2016
on design and provision of residential care  Agency
services for the elderly . .............

Residential Care Services Quality Team SWD 2013-2016
Scheme. . ...... . ... .. ...

Silver Award of Hong Kong Outstanding Hong Kong Association of 2009
Residential Care Homes Award 2009 Gerontology

(20094F L Ay 1k i 2 B e & A2 4E) ... L. L.

Caring Company. .. .............o.... The Hong Kong Council of 2016
Social Service

Provision of quality services with a well-established and efficient management system as a
platform for future growth

We believe our continuous dedication to providing quality residential care services for
the elderly helps us differentiate ourselves from our competitors, retain existing customers
and attract new customers.

Our Company’s motto of “Respecting the Elderly as Family” (#{Z4#H) is the
embodiment of our commitment to ensure that (i) the residents staying in our care and
attention homes can receive comfort and professional care in a safe and home-like
environment; (ii) their physical and psychosocial needs can be met; (iii) they can maintain
privacy, dignity and self-respect; and (iv) they can realise their full potential to improve
quality of life.

Our dedication to providing quality services is evident in the establishment of our
quality assurance monitoring committee to monitor, inspect and regulate the provision of
residential care services for our residents. The primary purpose of our quality assurance
monitoring committee is to oversee the quality of residential care services provided to our
residents. The quality assurance monitoring committee is responsible for conducting
surprise audits on our care and attention homes and subsequent to such audits, provide
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objective feedback to improve our operation processes. In addition, the establishment of a
complaint handling mechanism to accept confidential and anonymous concerns in respect
of our standard of services allows our residents to raise questions and issues to light
without fear of retribution. We also design individual care plans for each of our residents,
setting targets for each of them to promote health improvements.

We have a well-established and efficient management system which primarily
comprises the following aspects:

° Standardised business model: Each of our care and attention homes follows a
standardised business model with consistently high-quality service standards. We
implemented a comprehensive set of guidelines to govern our operations
including standardised operating procedures, training manuals and internal
control policies. Our highly standardised business model is a key element of our
sustainable growth and a basis to support expansion. It allows us to efficiently
transfer knowledge and adopt best practices when opening new care and
attention homes. In addition, standardised operations allow us to maintain the
provision of consistently high-quality residential care services to our residents.

° Tailor-made information system: To streamline our operations, we have self-
developed our own in-house customised care and attention home management
software which provides point of care electronic documentation tailored made to
our operations, documenting information such as personal details of our
residents, vaccination records, hospitalisation/clinical visit records, medication
records, accident records, individual care planning and social worker follow up
records.

Our high standard of services is also evident in our accreditation with the Residential
Aged Care Accreditation Scheme (“RACAS”) of Hong Kong Association of Gerontology
granted to us since 2010. Such scheme accredits residential aged care homes with enhanced
service quality under a comprehensive system, and is currently the only scheme in Hong
Kong being recognised by the International Society for Quality in Health Care, an
international organisation. To qualify for accreditation under the RACAS, our care and
attention homes have, among others, (i) established an effective governance; (ii) provided a
safe, hygienic and comfortable environment, facilities and services for our residents; (iii)
established a set of planning, supervision and service improvement process to meet the
needs of our residents; and (iv) established an effective information management system.

In addition, evident of our efficient management system, we have been accredited
with the internationally recognised ISO 9001 quality management certification in respect of
the provision of residential care services for the elderly since 2002. Such certification
confirms our quality management in various aspects including but not limited to customer
centricity, standardised operational model, employee participation, file management,
workflow management, continuous improvement, corrective and preventive actions and
high transparency.

We believe that the provision of consistently high quality residential care services to
our residents has enabled us to maintain continuously high occupancy rates. For the three
years ended 31 March 2016 and the four months ended 31 July 2016, our average monthly
occupancy rates were approximately 92.7%, 93.5%, 94.3% and 95.0%, respectively.
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We are well-positioned to capture opportunities in the growing elderly home market in
Hong Kong

As mentioned in the Ipsos Report, there is a surging demand for residential care
services in residential care homes for the elderly in Hong Kong. From 2016 to 2020, the
population of the elderly aged 65 and above is forecasted to grow at a CAGR of
approximately 4.5% from approximately 1.2 million in 2016 to about 1.4 million in 2020.
Concurrently, the old-age dependency ratio in Hong Kong is also expected to rise from
approximately 21.9% to approximately 26.5% throughout the said period. Another factor
contributing to the growth in demand for residential care services in RCHEs in Hong Kong
is the increase in incidence of chronic diseases and physiological deterioration among the
elderly. Among those aged 60 or above, the percentage of those having one or more
chronic diseases increased from approximately 59.0% in 2007 to approximately 61.8% in
2013, whereas the percentage of those having one or more disabilities increased from
approximately 21.5% in 2007 to approximately 28.4% in 2013. Moreover, the demand for a
place in RCHEs is also high as a result of the relatively high institutionalisation rate of the
elderly in Hong Kong due to the inability of some of the families to take care of frail
elderly family members at homes. The strong demand for a subsidised place can be evident
by the number of applicants waiting for a place in the Central Waiting List.

According to the Ipsos Report, at the end of December 2015, there were a total of
33,163 applicants on the Central Waiting List for subsidised RCHE places, of which there
were 27,050 applicants for care and attention homes, and the average waiting time for a
place in a subsidised care and attention home was 20 months while that for a private RCHE
under the EBPS was eight months. See “Industry Overview — Supply and demand of the
RCHE industry in Hong Kong — Demand for subsidised RCHE places in Hong Kong” and
“Industry Overview — Recurrent expenditure by the Hong Kong Government on the
provision of subsidised RCHE places in Hong Kong” in this prospectus for further details.
Furthermore, pursuant to the Policy Address 2016, the Hong Kong Government has set out
a series of measures to support and care for the elderly by: (i) providing more subsidised
places for residential care services to meet the long-term care needs of frail elderly persons
in which the Hong Kong Government plans to provide 1,700 new subsidised residential care
places for the elderly in phases from the financial year 2014-15 to 2017-18 and another
1,700 places will be provided through developing and renovating vacant premises in 16
development projects and sites; (ii) strengthening the inspection and monitoring of RCHEs;
and (iii) converting existing EA2 places to EA1 places which are of a higher quality.

As a leading care and attention home provider in Hong Kong with a network of nine
care and attention homes and a proven track record of providing quality services, we
believe that we are well-positioned to capture market opportunities and facilitate our
growth prospects. We believe that our extensive experience and solid market position have,
and will also continue to, put us in a favourable position to tap into the accelerated
development of this industry.

We have an experienced and dedicated management team equipped with relevant
expertise in the industry and a team of high calibre professionals and supporting
personnel

We attribute much of our success in the elderly home market to the members of our

management team who have played significant roles in laying the foundation of our
business. The members of our management team have extensive industry and management
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experience and possess in-depth knowledge in the RCHE industry. Our executive Directors
have on average more than 12 years experience in the RCHE industry. In particular, Mr.
Elson Yim, our executive Director, has over 27 years of experience in the RCHE industry, and
therefore he has an in-depth understanding of the market trends and policy changes in the
industry. Further, each member of our senior management team has worked with our
Group for over 18 years and possesses extensive experience and technical knowledge in the
RCHE industry. We believe that our management team have been instrumental to our
growth throughout the year, and under their effective management, our Group has
achieved pioneering records over the years of our operations.

Please refer to the paragraphs headed "“Directors and Senior Management —
Directors” and “Directors and Senior Management — Senior Management” in this
prospectus for further details. We believe that expertise and experience of our
management team are of great value to our Group and under the continued leadership of
our management, we are well-positioned to further enhance our reputation and further
expand our business scale in Hong Kong, and in turn consolidate our presence in the RCHE
industry.

We believe that our high-calibre team of professionals and supporting personnel are
also key to our success and to maintain our market position. We have a team of qualified
and experienced professionals to provide medical, therapeutic and caretaking services to
our residents. As at the Latest Practicable Date, we had qualified staff comprising 72
registered/enrolled nurses, two physiotherapists, 20 social workers and 75 health workers.
Also, we had nine home managers, 165 care workers, 17 physiotherapist assistants and 89
ancillary workers, who provide residential care services for our residents. Please refer to the
paragraphs headed “Our Qualified Staff” and “Our Employees and Contractors” in this
section for further details of our team of professionals during the Track Record Period and
as at the Latest Practicable Date.

We believe that our team of professionals and supporting personnel are able to
provide continuous and all-rounded services to the residents. A number of our employees
have specialised backgrounds and extensive experience in caretaking and therefore are
able to incorporate their knowledge and skills so as to accommodate the needs and special
conditions of each resident.

Other advantages over our competitors

According to the Ipsos Report, as one of the market leaders in the private RCHE
industry, our Group possesses many advantages over other RCHE operators, including:

e all our Group’s homes are accredited under the Residential Aged Care
Accreditation Scheme (RACAS) by the Hong Kong Association of Gerontology.
RACAS is the only accreditation scheme in Hong Kong to be recognised by the
International Society of Quality in Healthcare (ISQua) and aims to promote quality
of care through streamlining the processes of monitoring the RCHEs and to serve
as a quality reference benchmark for the public when selecting a RCHE. Currently,
only 37 RCHEs are accredited under RACAS and each accreditation cycle lasts 3
years with an annual review on each home;
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° the SWD purchases a significant amount of places in the Group’s homes under the
EBPS. Currently, the SWD purchases 747 places in the Group’s care and attention
homes under the EBPS, which is approximately 9.3% of the total number of places
under EBPS in Hong Kong;

° the structure of our Group enables it to mitigate issues relating to rising
operational costs. Our Group owns four premises and the ground floor, 1st and
2nd floor of a premises in respect of Pine Care (Tak Fung) Elderly Centre which it
operates in and therefore, it reduces the threats of rising rental rates. Due to our
Group's organisational culture, it faces minimal complications with staff hiring
and retention; and

° our Group adopts a unique and comprehensive approach in providing top-notch
residential care to its residents. Each elderly resident undergoes a health checkup
upon starting their stay at our Group's care and attention homes and based on a
resident’s needs, individual care plan is developed for the resident. All these
details, along with the elderly’s health history are entered and stored in our
Group’s in-house software system that was specially developed for RCHEs.
Throughout the resident’s stay, the personal health-management portfolio
information in the system will be used for the health management of the
resident.

OUR STRATEGIES
Continue to expand our network of care and attention homes in Hong Kong
Horizontal expansion

According to the Ipsos Report, there is a surging demand for residential care services
in RCHEs in Hong Kong mainly due to (i) an aging population; (ii) an increase in incidence
of chronic diseases and physiological deterioration among older people; and (iii) a high
institutionalisation rate due to the inability of some of the families to take care of frail
elderly family members at homes. We aim to leverage our successful track record and
extensive experience in the RCHE industry and to enhance our market presence by
expanding our network of care and attention homes across Hong Kong. After the Listing,
we intend to expand our network by one care and attention home through acquisition of a
suitable property pursuant to which a new care and attention home will be established.
Such new care and attention home is targeted to fulfil the EA1 requirements pursuant to
the EBPS and will replicate our business model and provide the type and quality of services
at a fee similar to those offered by our existing care and attention homes.

- 140 -



BUSINESS

The following tables sets forth details and indicative timetable of our expansion plan
in relation to the establishment of a new care and attention home under our “Pine Care
Group” brand:

Expected date of
commencement of

Location Current status business Estimated scale
Hong Kong Island Target property June 2018 GFA: minimum of

selection stage 8,000 sq.ft.
Event Timetable

Target property selection stage and performance
of due diligence work

Execution of sale and purchase agreement
Completion of sale and purchase agreement
Renovation work

Final inspection of renovation

Submission of RCHE license application

Vetting of RCHE licencing application and site
inspection by LORCHE

Fine tuning of modification works
based on suggestions by LORCHE

Recruitment activities

RCHE licence obtained and no objections/
approvals from relevant regulatory authority

Commencement of business

January to April 2017

April 2017

August 2017

August 2017 to February 2018
February 2018

February 2018

February to June 2018

March to June 2018

April to May 2018

June 2018

June 2018

We are identifying and evaluating a suitable target property in Hong Kong for the
establishment of the new care and attention home, so as to grasp opportunities in areas
where we consider the demand for residential elderly care services to be strong and unmet.
We will consider various factors in selecting the acquisition target property, including (i)
ability to establish residential care places capacity of 70 to 100; (ii) accessibility of the
location; (iii) location of any new markets with rising potential of residential care services;
(iv) customer base; and (v) satisfaction of licensing requirement of the LORCHE pursuant to
site inspection by our licensing consultant.

We estimate that total acquisition cost of the new property which is suitable to house
a care and attention home with residential care places of 70 to 100 will be approximately
HK$96.4 million, comprising (i) the value of the property; (ii) the stamp duty; and (iii)
commission and other relevant miscellaneous charges. We estimate that the initial capital
expenditure for the establishment of the new care and attention home (excluding the
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acquisition cost of the target property) will be approximately HK$9.0 million, mainly for
renovations. Our Directors consider that the new care and attention home (i) achieves a
breakeven when its monthly revenue is able to cover its monthly operating costs and
expenses on an accounting basis; and (ii) achieves an investment payback when its
accumulated net cash inflow since its commencement of operation is able to cover the total
initial capital expenditure (excluding the acquisition cost of the property) mainly for
renovations. To our Directors’ best estimation, based on our management’s experience in
establishing care and attention homes in Hong Kong, the breakeven period of our new care
attention home is expected to be approximately seven months from the commencement of
business and the investment payback period to cover the renovations is expected to be
approximately 29 months from the commencement of business.

The aggregate consideration for the acquisition of the new property is expected to be
in the amount of approximately HK$96.4 million, including the property value in the
amount of approximately HK$88.0 million, the entire stamp duty and commission, as well
as relevant miscellaneous charges. We plan to finance the above costs in the following
manner: (i) approximately HK$89.8 million, representing approximately 93.2% of the
aggregate consideration, will be funded by the Net Proceeds; (ii) approximately HK$6.6
million, representing approximately 6.8% of the aggregate consideration, will be funded
by bank borrowings; and (iii) initial capital expenditure of approximately HK$9.0 million
and monthly operating expenses of approximately HK$1.1 million are expected to be
funded by our internal resources.

To cope with the horizontal expansion strategy, we have also implemented an internal
control policies pursuant to which we have assigned Mr. Billy Yim, our executive Director to
collect information on the property market in Hong Kong on monthly basis in order to
maintain record of latest available properties which are suitable for running care and
attention home for acquisition and rental purposes. Furthermore, Mr. Ma Wing Wah, our
non-executive Director, who is an Authorized Person under the Buildings Ordinance
(Chapter 123 of the Laws of Hong Kong) will update our management from time to time in
respect of any change in regulatory requirement on the premises used for care and
attention home. We believe that such policies would enable us to keep track of the trend
of Hong Kong property market as well as the availability of suitable properties for further
expansion.

Private sector expansion

According to the Ipsos Report, (i) there is a surging demand for residential care
services in RCHEs in Hong Kong; and (ii) rising standards of living will drive demand for
better quality residential care services. According to the Ipsos Report, there was a steady
increase in average annual household disposable income from approximately HK$655,000 in
2011 to approximately HK$784,100 in 2015 which reflects an increasing ability of Hong
Kong families to afford RCHEs that are more expensive but are able to provide a high
quality of care to elderly residents. In June 2016, RCHEs with high-end monthly residential
fees of approximately HK$27,000 or above represented the minority of all RCHEs,
accounting for approximately 2% of the total number of RCHEs in Hong Kong. The
average occupancy rate of such RCHEs was around 87% in June 2016. As such, we expect
the demand for private care and attention homes that offer high quality services (excluding
participation in the Enhanced Bought Place Scheme) to exhibit growth.
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In addition to the new care and attention home we intend to acquire under our
horizontal expansion above, we plan to further enhance our revenue base by establishing a
new private care and attention home under the Pine Care Place Development Plan that will
offer a customised high quality experience solely for individual customers with (i) a living
space with gross floor area of 45.7 sq.m. per resident; (ii) a labour ratio of approximately
61.7%; (iii) provision of services such as visiting medical officers, nursing, individualised care
plans, rehabilitation, dementia training, massage therapy and personalised meals; (iv) a
high standard of accommodation such as luxurious couple suites and luxury single rooms;
(v) enhanced facilities such as indoor garden, occupational therapy room and assisted
shower room; and (vi) leisure activities which can be arranged on demand. We believe that
the establishment of such new care and attention home would further enhance our
reputation in the industry by offering a wide range of quality services that cater for the
needs of the elderly.

As at the Latest Practicable Date, save for the Pine Care Place Development Plan and
the Possible Acquisition, we had not yet identified any targets, nor had we formulated any
specific acquisition plans or entered into any definitive agreements for any potential
targets for our expansion in private sector. Please refer to the sub-paragraph headed “Pine
Care Place Development Plan” and “Possible Acquisition for Relocation of Pine Care (Po Tak
Branch) Elderly Centre” in this section below for further details.

We intend to fund the Pine Care Place Development Plan partly with the net proceeds
from the Share Offer and partly with our internal resources and bank borrowings, as
appropriate. See “Future Plans and Use of Proceeds — Use of Proceeds” in this prospectus
for further details.

Continue to retain skilled workforce through systematic training and professional
development

Part of our success over the years has been attributed to our dedicated management
and workforce. As such, we believe our commitment to employee excellence will lead to
the continued growth of our business and improve the quality of services provided to our
residents. Accordingly, we will continue to increase efforts in retention and human
resources management. We believe that such efforts will enhance our reputation and
appeal as an employer of choice in the RCHE industry.

We will continue to implement the following retention initiatives:

e implement internal rotation system for management personnel to provide greater
exposure to our operations;

° develop a career advancement program to establish a clear identifiable long-term
career path to motivate our employees; and

° devise rewards programs which would encourage our staff to attend training
courses offered by external institutions.

We intend to fund this strategy through our internal resources and/or bank
borrowings, as appropriate.
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Continue to strengthen our information systems

We plan to continue to strengthen our information systems and improve our
operation processes in order to enhance the service capability of our network of care and
attention homes. We will continue to (i) implement financial applications to facilitate the
money management of our operations; (ii) develop mobile applications to allow residents
or their families to access, among others, profiles of our residents, medical records,
progress reports and bill payments; and (iii) develop staffing and rostering software to
facilitate human resources management.

We intend to fund this strategy through our internal resources and/or bank
borrowings, as appropriate. Please refer to the paragraph headed “Information
Technology” in this section for further details of our existing information system.

PINE CARE PLACE DEVELOPMENT PLAN
Background

Our Group, through Pine Care Elite, our indirect wholly-owned subsidiary, entered into
the Pine Care Place Tenancy Agreement with an Independent Third Party in respect of the
rental of a premises with a gross floor area of 33,424 sq.ft. (equivalent to approximately
3,105 sq.m.) at Yoho Mall | (Extension) (as defined below) situated in Yuen Long, New
Territories, Hong Kong which is customised for RCHEs.

Pursuant to the said agreement, our Group will operate a care and attention home
under the trade name of “Pine Care Place (fA#&HESE)".

As at the Latest Practicable Date, we had (i) paid the rental and management fee
deposit of approximately HK$1.8 million in respect of the Pine Care Place Tenancy
Agreement; (ii) incurred fees of approximately HK$4.8 million in respect of screeding, wall
plastering, ventilation and air-conditioning works, fire services and electrical works and
deposits for purchase of equipment; and (iii) engaged a designer in respect of the design of
Pine Care Place.

Reasons for the Pine Care Place Development Plan

Due to the surging demand for residential care services in RCHEs in Hong Kong and
rising standards of living driving the demand for better quality residential care services, we
plan to further enhance our revenue base by establishing a new private care and attention
home that will offer a customised high quality experience solely for individual customers in
a newly developed property project with various residential and commercial properties.

Services and facilities to be offered at Pine Care Place will have (i) a living space gross
floor area of 45.7 sq.m. per resident; (ii) a labour ratio of approximately 61.7%; (iii)
provision of services such as visiting medical officers, nursing, individualised care plans,
rehabilitation, dementia training, massage therapy and personalised meals; (iv) a high
standard of accommodation such as luxury couple suites and luxury single rooms; (v)
enhanced facilities such as indoor garden(s), occupational therapy room(s) and assisted
shower room(s); and (vi) leisure activities which can be arranged on demand.
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According to the Ipsos Report, the strong demand for residential care services in Hong
Kong is primarily due to an aging population, an increase in incidence of chronic diseases
and physiological deteriorations among older people and high institutionalisation rates due
to inability of some of the families to take care of frail elderly family members at homes. In
addition, there was a steady increase in average annual household disposable income from
approximately HK$655,000 in 2011 to approximately HK$784,100 in 2015 which reflects an
increasing ability of Hong Kong families to afford RCHEs that are more expensive but are
able to provide a high quality of care to elderly residents. According to a bank survey, in
2015, it was estimated that 56,000 people with an average age of 58 years old in Hong
Kong had over HK$10.0 million and an average total net asset worth of approximately
HK$49.0 million, as supported by the Ipsos Report. It is anticipated that the number of
elderly who are able to afford RCHEs with high-end monthly residential fees of HK$27,000
or above, will grow when these people age. The average occupancy rate of such RCHEs was
approximately 87% in June 2016. We expect that these factors will continue to drive the
demand for high quality care and attention homes and represent a good opportunity to
diversify and expand the business of our Group into the provision of residential care
services with high-end monthly residential fees of HK$27,000 or above.

We have accumulated an extensive experience in the RCHE industry having operated
care and attention homes in Hong Kong for over 27 years. Leveraging on our (i) well-
recognised “Pine Care Group"” brand; (ii) a strong track record as an operator of our nine
care and attention homes with consistently high average monthly occupancy rates in
respect of individual customers for the three years ended 31 March 2016 and the four
months ended 31 July 2016 of approximately 86.6%, 86.6%, 88.1% and 89.8%, respectively;
and (iii) an experienced and dedicated management team with in-depth knowledge of the
RCHE industry, we endeavour to establish and operate Pine Care Place solely for individual
customers that will offer a customised high quality experience. Pine Care Place will be
operated with more customised services based on our standardised business model and
tailor made information system.

Location

Pine Care Place will be located on the ground level to level 3 (a premises customised
for the operation of RCHEs) of Yoho Mall I, an extension of a shopping centre situated in
Yuen Long, New Territories West, Hong Kong (“Yoho Mall | (Extension)”). Yoho Mall |
(Extension) is part of a commercial accommodation project comprising residential
accommodation, and retail space which is expected to be completed by the end of 2016. It
will be a convenient location directly connected to the Yuen Long MTR station with a
footbridge. In addition, it is expected that Yoho Mall | (Extension) will also provide a car
park with close to 2,000 parking spaces and a direct shuttle bus service will be available for
certain residential estates.
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Set out below is a map showing the location of Pine Care Place in Yuen Long, New
Territories, Hong Kong:

LONG YAT Roap iy

BAHI%  LONG i

Pine Care Plaza

YOHO MALL I

(Extension)
New Phase

(to be developed)

B - THE CASTLE

. RCH
FUNG YAU STREET NORTH ‘ ‘.

Pine Care Place Tenancy Agreement

The Pine Care Place Tenancy Agreement was entered into between Pine Care Elite and
the landlord which is an Independent Third Party.

The Pine Care Place Tenancy Agreement is for a term of six years which is expected to
commence from February 2017 (subject to the notification to move in to the premises from
the landlord). The said premises includes the ground level to level 3 of Yoho Mall |
(Extension) and comprises a gross floor area of 33,424 sq.ft. (equivalent to approximately
3,105 sqg.m.). It is restricted to be used for the purpose of operating a RCHE under the trade
name of “Pine Care Place (fA#4HESE)"”. Pursuant to the Pine Care Place Tenancy Agreement,
we are required to pay the rent which is to be determined as a sum of specific fixed
amount and a contingent amount calculated based on a fixed percentage of 25% of the
monthly turnover if such monthly turnover exceeds a certain amount.

Residence, pricing, services and amenities
Provision of residence and pricing

The following table sets out certain information in relation to the rooms of Pine Care
Place:

Proposed

basic rate of

residential

care place per

Number of Number of month

Type of rooms rooms beds (Note)

(HK$)

Luxury Couple Suites. . .. ........ 2 4 39,800

Luxury Single Rooms. . .......... 3 3 39,800

Standard Single Rooms . ... ... ... 27 27 32,800

Two Person Rooms .. ........... 8 16 26,300

Six Person Rooms . ............. 3 18 19,800
Total. . ........ ... ... . ....... 43 68

Note: Proposed basic rate does not include fees for the provision of additional care services.
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Pine Care Place will command a higher rate of residential care place per month
relative to our existing care and attention homes. Contrary to our current nine care and
attention homes in which residents typically reside in cubicles, Pine Care Place will mainly
offer five types of residential care places, namely luxury couple suites (“Luxury Couple
Suites”), luxury single rooms (“Luxury Single Rooms”), standard single rooms (“Standard
Single Rooms”), two person rooms (“Two Person Rooms”) and six person rooms (“Six
Person Rooms”). Save as the three Six Person Rooms, the four types of our residential care
places at Pine Care Place are designed to mimic a luxury apartment, consisting of a living
room, dining room, one to two bathrooms and various bedrooms. Such arrangement is
designed to foster social interaction among flatmates while maintaining privacy. Our
residents at Pine Care Place will also enjoy a living space with gross floor area of 45.7 sq.m
per resident relative to our EA1’s and EA2’s care and attention homes with a living space of
a net floor area of 9.5 sq.m and 8 sq.m per resident, respectively. Luxury Couple Suites
contain two bedrooms separated by a moveable partition, one living room and one
bathroom. Luxury Single Rooms are either more spacious than Standard Single Rooms and/
or contain their own private bathrooms. Amenities installed in each bedroom includes
electrical bed(s), personal television(s), ceiling fan(s), Wi-Fi, call bell(s), closet(s), bedside
table(s) and night light(s).

Services and amenities

In addition to the existing types of services offered in our current nine care and
attention homes such as (i) provision of residence; (ii) professional nursing and caretaking
service; (iii) nutritional management; (iv) medical services; (v) physiotherapy services; (vi)
psychological and social care; and (vii) individual care plans (see “Business — Our Services
and Sales — Rendering of elderly home care services” in this prospectus for further details).
Pine Care Place will offer (i) a higher labour ratio of approximately 61.7% (as compared to
our existing EA1 staffing requirement of approximately 40% assuming operating at a full
capacity); (ii) personalised meal options designed by a dietitian on a daily basis; (iii)
dementia training by an occupational therapist; (iv) a massage therapy; and (v) visiting
Chinese medical services. Our services at Pine Care Place will emphasise on the provision of
an individualised experience with a higher labour ratio which will enable our staff to cater
to each resident’s specific needs. Personalised meal options pre-designed by a dietitian can
be ordered and delivered on demand and leisure activities such as cooking, calligraphy or
tai-chi classes can be arranged on demand.
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The following table sets out details of services and amenities offered at our existing
care and attention homes as at the Latest Practicable Date and facilities to be offered at

Pine Care Place:

Net floor area per
resident (m) . . . ..

Services and amenities
Geriatrician outreach
programs
Psychiatrist outreach
programs
Visiting medical officer .
Personalised meals by
dietitian. . . ... ..
Dementia training by
occupational therapist
Massage therapy. . . . .
Visiting Chinese medical
services
Hair salon. . .. ... ..
Centralised dispensary. .
Physiotherapy room . . .
Snack kiosk. .. ... ..
Sensory therapy room. .
Movie theatre
Private elevator
Personal television. . . .
Computer corner. . . . .
Nursing station. . . . . .
Medical room. . ... ..
Small group activity

Indoor garden . .. ...
Occupational therapy

Assisted shower room. .
Treatment room . . . . .
5 way adjustable medical
beds..........
Facial recognition
wandering detection
system. . ...
Virtual reality cognitive
training . .. ... ..

Pine Care Pine Care
(Tak Fung) Pinecrest ~ Pine Care  Pine Care  Pine Care  Pine Care  (Po Tak
Pine Care  Elderly ~ New Pine  Elderly ~ (Manning) Hong Fai  (Lee Foo)  (Po Tak) Branch)
Centre Centre Care Centre Elderly Elderly Elderly Elderly Elderly Pine Care
(Note) (Note) Centre (Note) Centre Centre Centre Centre Centre Place
8 8 9.5 8 95 9.5 9.5 9.5 9.5 457
(gross floor
area)
v v v v v v v v v
v v v v v v
v v v v v v v v v v
v
v
v
v
v v v v v
v v v v v
v v v v v v
v v v v v
v v v v
v v
v v v v v v
v v v v v
v v
v v v v v v v v v v
v v
v
v
v
v
v
v
v
v
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Note: It is expected that the net floor area per resident of these care and attention homes will increase in
order to meet the requirement of minimum net floor area per resident of 9.5 m? for EA1
classification under the RCH(EP)R upon completion of the upgrade which is currently expected to take
place in the fourth quarter of 2017.

Expected timetable

The following table sets forth our indicative timetable for the opening of Pine Care
Place:

Event Timetable (2017)
Renovation work. . .. ... ... ... . February to May

Final inspection of renovation. .. ................ May

Submission of RCHE licence application............ May

Vetting of RCHE licencing application and site May to September

inspection by the LORCHE .. ..................

Fine tuning of modification works based on June to September
suggestions by the LORCHE . ... ...............

Recruitment activities . . . . ....... ... . ... ... July to August

RCHE licence obtained and no objections/approvals September
from relevant regulatory authority. . ... .........

Commencement of business . ................... September

Marketing strategies

Leveraging on our successful track record and extensive experience in the RCHE
industry, we position Pine Care Place as a care and attention home with high-end monthly
residential fees of HK$27,000 or above and our marketing strategy is to increase awareness
of such option for family members of affluent elderly aged 60 and above with a need for
moderate to high levels of nursing care. Our marketing efforts will be directed at affluent
residential areas in Hong Kong.

We intend to focus on advertising through a variety of media, including buses and
billboard outdoor advertisements, printed media advertisements and editorials in
magazines, television and news stories, and the launching of marketing activities online
such as keyword searches and banner advertisements. We also intend to hold a grand
opening ceremony and invite distinguished guests from the RCHE industry as well as our
celebrity spokesperson, Mr. Lau Hing Kee, with the stage name of Mr. Lau Dan (%/J1).
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Expected impact on our Group
Operational impact

We expect to allocate existing and engage new employees to support its establishment
and operation. We will assign (i) the existing Head Social Worker of our Group (“Head
Social Worker”) or comparable staff, to act as the home manager of Pine Care Place; and
(ii) the existing Nursing Supervisor of Pine Care (Manning) Elderly Centre (“Nursing
Supervisor”) or comparable staff to act as the Head of Nursing of Pine Care Place. The Head
Social Worker and Nursing Supervisor have 12 years and 16 years of experience in the RCHE
industry in Hong Kong respectively. Such reallocation of our employees will not have an
impact on the fulfilment of staffing requirements of our existing care and attention homes
pursuant to the EBPS as (i) all of our care and attention homes have on average exceeded
the staffing requirements pursuant to the EBPS; and (ii) Pine Care (Manning) Elderly Centre
has exceeded the staffing requirements pursuant to the EBPS. Due to such reallocation, we
will replenish our staff either through internal promotion within our Group or experienced
hire outside our Group. We intend to recruit staff with a minimum of two years of
experience based on their qualifications, work experience, reputation and suitability which
will be assessed through interviews conducted by the home manager of Pine Care Place. We
expect that the staffing requirements at Pine Care Place will exceed those of the EA1
classification of our existing care and attention homes.

Our Directors confirm that the Pine Care Place Development Plan will not have a
material adverse impact on the existing operations of our Group.

Financial impact
Budget plans

We estimate that the initial capital expenditure for the opening of Pine Care Place will
be approximately HK$21.8 million which will be mainly used for the interior fit-out of the
premises, purchase of equipment and furniture, installation of ventilation and air
conditioning, fire services equipment and systems, screeding and wall plastering, kitchen
and laundry, payment of design fees and marketing costs, engagement of a licensing
consultant and payment of capitalised rental and utilities fees during renovation period
before commencement of the business.

Based on our previous experience in operating our existing care and attention homes,
we estimate that the operating expenses of Pine Care Place for the seven months following
expected date of commencement of business in September 2017 (i.e. the seven months
ending 31 March 2018) will be approximately HK$9.0 million comprising (i) depreciation
expenses of approximately HK$2.5 million; (ii) rent and building management fees of
approximately HK$3.2 million; and (iii) salary and other expenses of approximately HK$3.3
million.

We plan to finance the above costs and expenses by part of the net proceeds from the
Share Offer. As at the Latest Practicable Date, we had (i) paid the rental and management
fee deposit of approximately HK$1.8 million in respect of the Pine Care Place Tenancy
Agreement; (ii) incurred fees of approximately HK$4.8 million in respect of screeding, wall
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plastering, ventilation and air-conditioning works, fire services and electrical works and
deposits for purchase of equipment; and (iii) engaged a designer in respect of the design of
the floor plan of Pine Care Place.

Payback period and breakeven points

For reference and illustration purpose only, set forth below is a highly hypothetical
analysis on the payback period and breakeven points in respect of our investment in Pine
Care Place built on an assumed scale of estimated occupancy rate. Our Directors consider
that (i) Pine Care Place achieves a breakeven when its monthly revenue is able to cover its
monthly operating costs and expenses on an accounting basis; and (ii) Pine Care Place
achieves an investment payback when its accumulated net cash inflow since commencement
of its operation is able to cover the total initial capital expenditure for the opening of Pine
Care Place. To our Directors’ best estimation, the analysis is based on a series of
assumptions speculative in nature and may not reflect actual circumstances. In particular,
the expected ramp up period was set with reference to (i) the ramp up period we
experienced in our set up of Pine Care Hong Fai Elderly Centre (formerly known as Hong
Fai Elderly Centre) in 2006; and (ii) the average occupancy rate of 87% for RCHEs with high-
end monthly residential fees of HK$27,000 or above in accordance with the Ipsos Report.
Such reference was made to Pine Care Hong Fai Elderly Centre as it was a care and
attention home most recently established by our Group based on the standardised business
model of our existing care and attention homes.

Pine Care Hong Fai Elderly Centre achieved similar occupancy rates in around seven
months after commencement of its operations. Our Directors are of the view that such
increase in occupancy rate was primarily due to the reputation and quality of Pine Care
Hong Fai Elderly Centre, referrals by friends and families of the existing residents and
intensified marketing efforts by our Group. As such, the analysis in respect of our
investment in Pine Care Place is based on the ramp-up period of around seven months of
Pine Care Hong Fai Elderly Care Centre to achieve an average occupancy rate similar to the
average occupancy rate of approximately 87% for RCHEs with high-end monthly residential
fees of HK$27,000 or above in accordance with the Ipsos Report. In addition, the analysis
only reflects our current intention and estimation of the budget for Pine Care Place, and
there is no assurance that our actual expenditure will not deviate from our current budget
plan. Consequently, the estimated payback period and breakeven point may or may not
accurately represent the actual investment payback period or breakeven point for our
investment in Pine Care Place.

Our Directors consider that Pine Care Place will achieve an investment payback when
its accumulated net cash inflow since commencement of its operation is able to cover the
total initial capital expenditure amount of approximately HK$21.8 million.

It is estimated that the Pine Care Place will achieve an occupancy rate of
approximately 87% in the seventh months after commencement of its operation which will
then be assumed to remain stable. Such occupancy rate is estimated based on the average
occupancy rate of existing RCHEs with high-end monthly residential fees of HK$27,000 or
above.
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Set out below is our analysis of the payback period and breakeven points.

Base case

Estimated average number of residents in the first year of

OPeratioNs . . . . .o 47
Estimated average number of residents after the first year of

OPeratioNs . . . . .o 59
Payback period (commencement of its operations is estimated to November 2021

take place in September 2017) . .. .. .. ... . ... ... . (51 months)
Estimated breakeven points (commencement of its operations is February 2018

estimated to take place in September 2017). ... ............. (six months)

UPGRADE OF THREE OF OUR CARE AND ATTENTION HOMES
Background

In September 2016, we submitted applications (“Upgrade Applications”) to the SWD in
respect of the Upgrading Care and Attention Homes with EA2 classification to upgrade to
EA1 classification pursuant to the Enhanced Bought Place Scheme. On 30 November 2016,
we received conditional approval from the SWD in respect of our Upgrade Applications for
all the Upgrading Care and Attention Homes.

Conditions of the Upgrade

Final approval in respect of the Upgrade by the SWD resulting in the entering of EBPS
Agreements with the SWD is conditional upon, among others, (i) obtaining approval of new
floorplans in respect of new bed configurations by the LORCHE; (ii) the Upgrading Care and
Attention Homes having satisfied the staffing and spacing requirements for EA1 RCHEs; and
(iii) at least 75% of the care workers in respect of each Upgrading Care and Attention
Home having completed training courses accredited by the SWD.

Timetable of the Upgrade

The following table sets forth details and indicative timetable for the Upgrade:

Event Timetable (2017)
Submission of new floorplans to LORCHE . ................. March
Vetting and approval of new floorplans by the LORCHE ... .. .. June
Renovation work. . . ... ... . July
Recruitment activities to fulfil staffing requirements. ... ... ... July to
September

Final inspection of renovation and notifying the SWD after

completion of renovation. . . ... ... ... o o August
Site inspection by LORCHE. . . ... ... ... . ... .. .. .. . ... .. September
Carrying out of modification works based on suggestions by

LORCHE . . . . e September
Entering into of new EBPS Agreements with the SWD......... October
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Impact of the Upgrade on our Group
Number of residential care places

The table below sets out details in respect of the existing state as at the Latest
Practicable Date and the proposed status of the Upgrading Care and Attention Homes
subsequent to the Upgrade:

Pine Care
(Tak
Fung) Pinecrest
Pine Care Elderly Elderly

Centre Centre Centre
Existing status (class EA2)
Total number of residential care places......... 124 105 84
Number of residential care places under the EBPS. 83 73 43
Number of residential care places purchased by
individual customers . .................... 41 32 41
Proposed status subsequent to the Upgrade
(class EA1)
Total number of residential care places. ........ 104 88 71
Number of residential care places under the EBPS. 72 61 43
Number of residential care places purchased by
individual customers .. ................... 32 27 28

Although the total number of residential care places in these three care and attention
homes will decrease after the Upgrade, it is expected that we will require additional staff
such as registered/enrolled nurses and physiotherapists to meet the staffing requirement
for class EA1 under the EBPS. Such manpower will be partially transferred from Pine Care
(Po Tak Branch) Elderly Centre following the completion of the Possible Acquisition for its
relocation and partially satisfied from new recruitment.

Financial impact on our Group

As a result of the Upgrade, pursuant to the EBPS, our Upgrading Care and Attention
Homes will (i) receive a monthly base rate for residents enrolled under the EBPS payable by
the SWD of HK$10,709 per residential place and our residents enrolled under the EBPS are
required to pay a monthly residential fee amounting to HK$1,707 per resident for care and
attention homes with EA1 classification, as compared to a monthly base rate for our
residents enrolled under the EBPS payable by the SWD of HK$8,255 per residential place
and our residents enrolled under the EBPS are required to pay a monthly residential fee
amounting to HK$1,603 per resident for care and attention homes with EA2 classification;
(ii) require to hire additional staff to cope with staffing requirements for EA1 RCHEs; and
(iii) incur additional renovation costs. To our Directors’ best estimation, it is currently
expected that the total capital expenditure to be incurred for the Upgrade will be
amounted to approximately HK$0.3 million for the year ending 31 March 2018 and no
material depreciation would be incurred for the year ending 31 March 2018.

On the assumption that the occupancy rates of the Upgrading Care and Attention

Homes in respect of individual customers and under the EBPS after the Upgrade will remain
the same as those for the year ended 31 March 2016, we expect an additional (i) monthly
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revenue mainly due to a higher monthly base rate for residents enrolled under the EBPS
payable by the SWD offsetting by a decrease in the total number of residential care places;
and (ii) monthly staff cost.

OUR BUSINESS MODEL

We are an operator of our care and attention homes which provide residential care
services for the elderly. Our business focuses on providing quality, all-rounded residential
care services tailored to the needs of the elderly residents at our care and attention homes,
including the provision of residence, professional nursing and caretaking services,
nutritional management, medical services, physiotherapy services, psychological and social
care and individual care plans. During the Track Record Period, our Group’s customers
primarily consisted of three groups, namely: (i) the SWD with which we entered into
contractual arrangements pursuant to which the SWD purchased residential care places
from our Group under the EBPS; (ii) individual customers who settled their own residential
fee entirely by themselves; and those who were subsidised by the SWD under the EBPS but
settled the unsubsidised portion by themselves; and (iii) a public hospital which purchased
residential care places from our Group. All of our Group’s end-user customers are individual
customers.

The table below sets forth certain key information on our elderly care homes as at the
Latest Practicable Date:

Monthly
Saleable residential fee  Range of monthly
Number of Total number area/ Classification (under residential fee
residential care of staff Net floor under the EBPS) (Individual
District places (Note 1) area the EBPS (Note 2) customers)
(000 sq.ft.) (HKS) (HKS)

Pine Care Centre (Note 3) . Kowloon 124 45 10.7 EA2 9,858 8,650-13,600
Pine Care (Tak Fung) Elderly

Centre (Note 3) ... ... Kowloon 105 32 10.1 EA2 9,858  8,203-13,221
New Pine Care Centre. ... Kowloon 279 107 29.0 EA1 12,416 10,400-17,556
Pinecrest Elderly Centre

(Note 3)........... Kowloon 84 28 7.6 EA2 9,858 9,600-12,848
Pine Care (Manning) Elderly

Centre. ........... Kowloon 143 58 17.6 EA1 12,416 10,500-15,275
Pine Care Hong Fai Elderly

Centre. ........... Hong Kong 99 31 12.0 EA1 12,416 9,535-18,000
Pine Care (Lee Foo) Elderly

Centre............ Kowloon 50 16 5.4 EA1 12,416 10,400-11,500
Pine Care (Po Tak) Elderly

Centre. ........... New Territories 194 72 24.0 EA1 11,853 8,050-14,565
Pine Care (Po Tak Branch)

Elderly Centre . ... ... New Territories 140 53 14.3 EA1 11,853 9,850-16,342
Total .............. 1,218 442 130.7
Notes:

(1) As at the Latest Practicable Date, three technicians and 12 administrative and management staff were not
included in the total number of staff in the table above.
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(2)  As at the Latest Practicable Date, the monthly residential fee payable for a EA1 residential place of a private
care and attention home located in Hong Kong Island and Kowloon purchased by the SWD under the EBPS
was HK$12,416 comprising (i) the monthly base rate of HK$10,709 payable by the SWD and (ii) the monthly
fee of HK$1,707 payable by the resident. In respect of a EA1 residential place of a private care and attention
home located in New Territories purchased by the SWD under the EBPS, the monthly residential fee payable
was HK$11,853 comprising (i) the monthly base rate of HK$10,146 payable by the SWD and (ii) the monthly
fee of HK$1,707 payable by the resident.

In respect of a EA2 residential place of a private care and attention home located in Kowloon purchased by
the SWD under the EBPS, as at the Latest Practicable Date, the monthly residential fee payable was HK$9,858
comprising (i) the monthly base rate of HK$8,255 payable by the SWD and (ii) the monthly fee of HK$1,603
payable by the resident.

(3) The applications for the upgrade from EA2 classification to EA1 classification of these care and attention
homes have been conditionally approved on 30 November 2016 and the completion of upgrade is currently
expected to take place in the fourth quarter of 2017.

Each of our care and attention homes consists of (i) a nursing division comprising
nurses, health workers and care workers who assist residents in their daily activities; (ii) a
physiotherapy division comprising physiotherapists and their assistants providing
physiotherapy treatments to residents; (iii) a social worker division comprising social
workers conducting assessment on residents, providing supportive counselling and
conducting group therapy; and (iv) an infrastructure and facilities management division
comprising mainly ancillary workers and chefs providing supporting services. They are all
under the supervision of our home managers of our care and attention homes.

We generate revenue from (i) the rendering of elderly home care services (e.g.
residence, professional nursing and caretaking services, nutritional management, medical
services, psychological and social care and individual care plans and (ii) sale of elderly home
related goods and provision of health care services which include the sale of diapers,
nutritional milk, medical gloves, feeding bags and pH indicator to our residents on an as-
needed basis and the provision of physiotherapy services at our physiotherapy clinic to
walk-in individual customers. The table below sets out the revenue generated by each of
the service categories provided by our Group and their percentage of our total revenue:

Revenue
For the four months ended
For the year ended 31 March 31 July
2014 2015 2016 2015 2016
HK$°000 % HK$'000 % HK$'000 % HK$'000 % HK$'000 %

(Unaudited)
Rendering of elderly home
care services. .. ..... 125,006 845 139,490 85.2 146,919 85.0 48,315 849 50,979 86.0
Sale of elderly home
related goods and
provision of health care
services (Note) ... ... 22,931 155 24295 148 25,830 15.0 8,572 15.1 8,296 14.0

Total .............. 147,937 100.0 163,785 100.0 172,749 100.0 56,887 100.0 59,275 100.0

Note: Our Group operates and manages a physiotherapy clinic which provides physiotherapy services to (i) walk-in
individual customers; and (ii) the residents of our care and attention homes. Throughout the Track Record
Period, revenue derived from the provision of physiotherapy services to walk-in individual customers at our
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physiotherapy clinic amounted to approximately HK$0.2 million, HK$0.1 million, HK$0.1 million and
HK$0.03 million, representing approximately 0.1%, 0.06%, 0.05% and 0.05% of our total revenue,
respectively.

The table below sets out the recent performance of our care and attention homes:

For the four
months ended
For the year ended 31 March 31 July

2014 2015 2015 2015 2016

Average monthly occupancy rate (Note 1)
— Overall residential care places (%)........ 92.7 93.5 94.3 92.7 95.0
— In respect of residential care places

purchased by the SWD under the EBPS (%) . 96.7 97.7 98.1 97.8 98.3

— In respect of residential care places

purchased by individual customers (%). . . .. 86.6 86.6 88.1 84.7 89.8

Residential care places purchased by the SWD

under the EBPS as a percentage of the total
number of our residential care places (%). . . 60.3 61.3 61.3 61.3 61.3

Average monthly residential fee
— In respect of residential care places

purchased by the SWD under the EBPS (HKS$)
(Note 2). . ... 9,423 10,872 11,294 11,294 11,566

— In respect of residential care places

purchased by individual customers (HK$)
(Note 3). .. ..o 8,281 8,585 9,173 9,128 9,703

Notes:

Q)]

(2)

(3)

The monthly occupancy rate is calculated by dividing the number of beds occupied as at the month end by
the number of beds available at our care and attention homes as at the relevant month end. The average
monthly occupancy rate for the year/period is calculated by dividing the sum of the monthly occupancy rates
by the total number of months in that year/period. During the year ended 31 March 2014, the total number
of residential care places purchased from our Group by the SWD under the EBPS gradually increased from
718 to 747 as at 31 March 2014.

The monthly residential fee in respect of residential care places purchased by the SWD under the EBPS is
calculated as follows: the sum of (i) the total monthly revenue generated from the payment of the base rate
by the SWD under the EBPS on a committed basis during the relevant month; and (ii) the total monthly
revenue generated from the payment of the monthly residential fee by the residents under the EBPS during
the relevant month, and such sum to be divided by the actual number of residential care places purchased by
the EBPS during the relevant month. The average monthly residential fee in respect of residential care places
purchased by the SWD under the EBPS for the year/period is calculated by dividing the sum of the monthly
residential fee in respect of residential care places purchased by the SWD under the EBPS by the total
number of months in that year/period.

The monthly residential fee in respect of residential care places purchased by individual customers is equal to
the total revenue generated from residential care places purchased by individual customers during the
relevant month divided by the number of residential care places purchased by individual customers during
the relevant month. The average monthly residential fee in respect of residential care places purchased by

- 156 -



BUSINESS

individual customers for the year/period is calculated by dividing the sum of the monthly residential fee in
respect of residential care places purchased by individual customers by the total number of months in that
year/period.

The table below sets out details of the average monthly occupancy rate of each of our

care and attention homes during the Track Record Period:

Overall (Note 1) Under the EBPS (Note 1)

Four months Four months Four months
Year ended 31 March  ended 31 July  Year ended 31 March  ended 31 July  Year ended 31 March  ended 31 July

2014 2015 2016 2015 2016 2014 2015 2016 2015 2016 2014 2015 2016 2015 2016

Individual customers (Note 1)

%

%

%

%

%

%

%

%

%

%

%

%

%

%

%

Pine Care Centre . ....... 86.4 905 957 929 952 946 985 974 97.0 973 697 742 923 848 909
Pine Care (Tak Fung) Elderly

Centre (Note 2). . ... .. 83.7 840 920 893 9.0 984 968 994 986 997 500 547 750 680 875
New Pine Care Centre. . . .. 9%.8 956 962 950 962 994 991 985 992 983 908 874 908 8.1 914
Pinecrest Elderly Centre. ... 926 959 946 967 938 88 967 981 988 1000 965 951 911 945 872
Pine Care (Manning) Elderly

Centre. . ........... 948 940 925 921 916 940 932 9.1 933 982 955 948 890 910 851
Pine Care Hong Fai Elderly

Centre. ............ 885 979 969 949 992 791 992 985 974 980 922 967 953 925 100.0
Pine Care (Lee Foo) Elderly

Centre. . ........... 97.7 985 978 97.0 1000 991 995 986 971 1000 944 961 961 96.7 100.0
Pine Care (Po Tak) Elderly

Centre. ............ 915 913 916 88 957 97.8 983 988 988 1000 848 840 839 782 912
Pine Care (Po Tak Branch)

Elderly Centre (Note 3) .. 967 950 93.0 911 902 990 974 977 972 952 915 895 819 768 786

Notes:

Q)]

(2)

(3)

The monthly occupancy rate is calculated by dividing the number of beds occupied as at the month end by
the total number of beds available at each of our care and attention homes as at the relevant month end.
The average monthly occupancy rate for the year/period is calculated by dividing the sum of the monthly
occupancy rates by the total number of months in that year/period.

The average monthly occupancy rate of Pine Care (Tak Fung) Elderly Centre in respect of individual
customers increased from approximately 54.7% for the year ended 31 March 2015 to approximately 75.0%
for the year ended 31 March 2016 and further increased to approximately 87.5% for the four months ended
31 July 2016 primarily due to the cessation of renovation works in November 2015 which had been in
progress throughout the year ended 31 March 2015 and up to November 2015.

The average monthly occupancy rate of Pine Care (Po Tak Branch) Elderly Centre in respect of individual
customers decreased from approximately 89.5% for the year ended 31 March 2015 to approximately 81.9%
for the year ended 31 March 2016 and further decreased to approximately 78.6% for the four months ended
31 July 2016 primarily due to customers’ preference over Pine Care (Po Tak) Elderly Centre, which possessed
relatively more facilities, given the close proximity of Pine Care (Po Tak) Elderly Centre to Pine Care (Po Tak
Branch) Elderly Centre.
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Business process

The following charts illustrate the typical process from enrolling into our care and
attention homes to residence and finally, to discharge:

1. Enrollment

A. Individual customers B. Residents participating in the EBPS

(a) Receipt of notification
from the SWD in respect
of appointment of
potential new resident

(a) Consultation and tour

Generally
within l l
one month
(b) Registration and (b)(i) Contacting family and Generally
payment of booking fee arranging tour three weeks

|

(b)(ii) Consultation and tour

/

(c) Check-up by doctor

(d) Confirmation of
move in date

l

(e) Signing of consent letter
and payment of initial
deposit (applicable only to
individual customers),
monthly residential fee
and initial fees, handover
of personal items and
signing of checklist

l

(f) Move in

- 158 -



BUSINESS

Individual customers

(a)

(b)

(o)

(d)

(e)

(f)

Consultation and tour. Our staff introduces our care and attention home and
consults the potential resident and his/her family members about his/her health
conditions, daily habits, food preferences, medical needs and any other needs and
demands that the potential resident may have.

Registration and payment of booking fee. Our secretarial staff assists the
potential resident and/or his/her family members to register and pay the booking
fee.

Check-up by doctor. A check-up for the potential resident and assess the health
condition of the potential resident by doctor is needed/required.

Confirmation of move in date. The potential resident will confirm with our staff
the date on which he/she will move into our care and attention home.

Signing of consent letter and payment of initial deposit, monthly residential fee
and initial fees, handover of personal items and signing of checklist. Once the
potential resident and/or his/her family members agree(s) to enroll into our care
and attention home, the potential resident signs a consent letter, pays an initial
deposit, generally representing one month of the annual residential fee for the
year, monthly residential fee (on a pro rata basis depending on move in date) and
initial fees for bedding and amenities. Our staff will then assist the potential
resident to sign a checklist of items and hand over all personal items.

Move in. Potential resident moves in and becomes a resident of our care and
attention home.

Residents participating in the EBPS

(a)

(b)

(@

(d)

Receipt of notification from the SWD. Our Group receives notification from the
SWD informing us of the appointment of a potential new resident to our care
and attention home.

(i) Contacting family and arranging tour. Our staff will contact the family of the
appointed potential resident and arrange a date for tour of our care and
attention home.

(ii) Consultation and tour. Our staff introduces our care and attention home and
consults the potential resident and his’/her family members about his/her
health conditions, daily habits, food preferences, medical needs and any
other needs and demands that the potential resident may have.

Check-up by doctor. A check-up for the potential resident and assess the health
condition of the potential resident by doctor is needed/required.

Confirmation of move in date. The potential resident will confirm with our staff
the date on which he/she will move into our care and attention home.
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2.

(e)

()

Signing of consent letter and payment of monthly residential fee, initial fees,
handover of personal items and signing of checklist. Once the potential resident
and/or his/her family members agree(s) to enroll into our care and attention
home, the potential resident signs a consent letter, pays monthly residential fee
(on a pro rata basis depending on move in date) and initial fees for amenities.
Our staff will then assist the potential resident to sign a checklist of items and
hand over all personal items.

Move in. Potential resident moves in and becomes a resident of our care and
attention home.

Residence

(a) Orientation

l

(b) Individual care plans |«

g 7 { 7 3

(©

(g) Social and
psychological
care programs

Provision of care (d) Nutritional (e) Medical and (f)  Physiotherapy
taking services management nursing treatment treatment

(a)

(b)

(o)

(d)

| | | | |
.

(h) Reassessment
every six months

Orientation. Upon admission to our care and attention home, our resident will be
given an orientation by either our social workers or head of our relevant care and
attention home. Such orientation will include introduction of services and
facilities offered, meeting and greeting of fellow residents and explanation of
the role of each staff involved in their daily activities.

Individual care plans. We design individual care plans for every resident,
comprising four stages, namely (i) initial assessment on health conditions; (ii)
completion of assessment after observation; (iii) design of individual care plans;
and (iv) interim evaluation of effectiveness.

Provision of caretaking services. We engage nurses, health workers and personal
care workers at each care and attention home to assist residents with their daily
activities, including bathing, dressing, cleaning, distribution of and feeding meals,
laundry and dispensation of medication.

Nutritional management. We engage third party dietitians to implement meal

plans by designing meal menu on a seasonal basis based on the residents’ health
conditions with an aim to manage the diets of our residents.
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(e)

(f)

(9)

(h)

Medical and nursing treatment. Our nurses and health workers will provide
medical treatment, such as depot medication, oxygen therapy and basic wound
care, to our residents where necessary. In addition, we engage third party
outreach doctors who visit our care and attention homes periodically to provide
medical consultation and routine check-ups for our residents.

Physiotherapy treatment. Our physiotherapists will devise treatment programs for
our residents after examining their range of motion, motor assessment, level of
ambulation and sense of balance.

Social and psychological care programs. Our social workers arrange activities on a
regular basis to meet the social and recreational needs of residents and promote
interpersonal relationship among residents. These activities include organising
birthday parties, celebrating traditional festivals, art and craft sessions, playing
mah-jong, planting, Chinese opera classes and film watching. Additionally, our
social workers provide consultation with the residents when necessary and
arrange life and death education with the residents.

Reassessment every six months. We will reassess the effectiveness of the
individual care plan of each resident and make adjustments in the plans every six
months.

Discharge

(a)

(b)

(a) Residents to provide notice of
intention to discharge half a month
to one month in advance

}

(b) Confirmation of discharge date

I

(c) Return of personal items

I

(d) Payment

}

(e) Exit survey

I

(f) Move out

Residents to provide notice of intention to discharge. Residents are required to
provide minimum half a month to one month’s written notice of intention to
discharge.

Confirmation of discharge date. Our staff will confirm discharge date with the
residents.
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(c) Return of personal items. Personal items will be returned to the residents in
accordance with the checklist.

(d) Payment. We will issue invoice to residents for any outstanding balance of
payment for settlement.

(e) Exit survey. Residents will fill in an exit survey to provide us with views about
their experience at our care and attention home.

(f)  Move out. Upon packing all personal belongings, residents can be discharged
from our care and attention homes.

Management and operation of our care and attention homes

We have implemented standardised management and operational procedures across
our network of care and attention homes to ensure consistency of service and enhance
residents’ experience. These management and operational procedures cover areas which
are required under (i) the RCHE Code of Practice, (ii) the Service Quality Standards issued by
the SWD, (iii) ISO 9001 quality management system and (iv) the ISQua standards accredited
by the Hong Kong Association of Gerontology, including the following aspects:

° handling of medical and chemical waste;

° licensing requirements and record keeping;

° compliance with labour laws;

° trainings;

° occupational health and safety;

° infection control;

° residents’ data privacy management;

° accidents handling; and

° complaints handling.

Our key management team oversees major decisions on operations and strategies of
our care and attention homes and matters that concern our Group as a whole. All
management and operation supervision of each of our care and attention homes is headed
by its home manager. Each of our care and attention home comprises four main functions,
namely, (i) physiotherapy which consists of physiotherapists and physiotherapist assistants
to provide physiotherapy treatments to residents; (ii) social and psychological care which
consists of social workers to conduct assessment on residents, provide supportive
counselling and conduct group therapy; (iii) nursing care which consists of nurses, health
workers and care workers who assist residents in their daily activities; and (iv)

administrative and other functions which consist of ancillary workers such as cleaners,
chefs and accounting staff.
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Our standardised operational procedures help to ensure service quality and efficiency
among our elderly care homes. We conduct regular evaluations and peer reviews of the
performances of our care and attention homes and staff to ensure our standardised
operational procedures are complied with while delivering services to our residents.

OUR CARE AND ATTENTION HOMES

As at the Latest Practicable Date, we had a network of nine care and attention homes
with 1,218 residential care places strategically located across five districts in Hong Kong.
Most of our care and attention homes are located near MTR stations, prime locations
proximal to public transportation hubs, shopping plazas or residential areas. Our existing
care and attention homes operate under the brand name of “Pine Care Group” and
comprise Pine Care Centre, Pine Care (Tak Fung) Elderly Centre, New Pine Care Centre,
Pinecrest Elderly Centre, Pine Care (Manning) Elderly Centre, Pine Care Hong Fai Elderly
Centre (formerly known as Hong Fai Elderly Centre), Pine Care (Lee Foo) Elderly Centre,
Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch) Elderly Centre. After the
completion of the Possible Acquisition, if materialised, we will operate a care and attention
home through the Target Company in Tsuen Wan.

Set out below is a map showing the location of our nine existing care and attention
homes in Hong Kong as at the Latest Practicable Date, Pine Care Place to be established

under the Pine Care Place Development Plan and the care and attention home to be
operated by us after the completion of the Possible Acquisition (if materialised):

,Yuen Long

New Territories Tsz Wan Shan

Q Kwai Chung
Tsuen Wan
, Kowloon ,’

Mong Kwok Kwun Tong

Lantau Island ’

Hong Kong Island Shau Kei Wan
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Set out below are pictures of certain of our care and attention homes:
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Notes:

(1)  The application for the upgrade of Pine Care Centre from its existing EA2 classification to EA1
classification was conditionally approved by the SWD on 30 November 2016. It is expected that its total
number of residential care places will decrease from 124 to 104 and its total number of residential care
places under the EBPS will decrease from 83 to 72 by the fourth quarter of 2017 in order to satisfy the
requirement of minimum net floor area per resident for EA1 classification under the RCH(EP)R.

(2) The application for the upgrade of Pine Care (Tak Fung) Elderly Centre from its existing EA2
classification to EA1 classification was conditionally approved by the SWD on 30 November 2016. It is
expected that its total number of residential care places will decrease from 105 to 88 and its total
number of residential care places under EBPS will decrease from 73 to 61 by the fourth quarter of 2017
in order to satisfy the requirement of minimum net floor area per resident for EA1 classification under
the RCH(EP)R.

(3) The application for the upgrade of Pinecrest Elderly Centre from its existing EA2 classification to EA1
classification was conditionally approved by the SWD on 30 November 2016. It is expected that its total
number of residential care places will decrease from 84 to 71 and its total number of residential care
places under EBPS will remain at 43 by the fourth quarter of 2017 in order to satisfy the requirement
of minimum net floor area per resident for EA1 classification under the RCH(EP)R.

(4) Gericare Centre received a letter dated 30 November 2016 in relation to the Early Termination. In
response to the Early Termination, we entered into the MOU which is non-legally binding on 4 January
2017 for the possible acquisition of the Target Company which is the licence holder of an existing care
and attention home in Hong Kong. For details of the MOU, please refer to the paragraph headed
“History, Development and Reorganisation — Possible Acquisition after the Track Record Period” of
this prospectus.

(5) Type and number of employees include only full-time or part-time employees for each of our care and
attention homes and do not include personnel such as care workers, health workers and
physiotherapists sourced from employment agencies. As at the Latest Practicable Date, all of our care
and attention homes had complied with the staffing requirements pursuant to the RCH(EP)R, RCHE
Code of Practice and EBPS Agreements. Due to the anticipated Upgrade, we will require additional
staff such as registered/enrolled nurses and physiotherapists to meet the staffing requirement of EA1
classification under the EBPS. To this end, we will deploy sufficient staff as and when needed.

OUR SERVICES AND SALES

Our network of nine care and attention homes provides a total of 1,218 residential
care places in a range of classes, sizes and configurations. We generate revenue primarily
from (i) rendering of elderly home care services; and (ii) sale of elderly home related goods.

Rendering of elderly home care services
Provision of residence

Our existing care and attention homes offer four types of residential care places,
namely premium single-bed rooms with washrooms (“Premium Single Rooms"), single-bed
rooms without washrooms (“Single Rooms”), double-bed rooms (“Double Rooms”) and
multiple-bed rooms with up to 13 beds (“Multi-bed Rooms”). We have basic amenities
installed in each of our bedrooms, including but not limited to beds, closets and call bells.
Meals are provided to our residents five times per day. Basic amenities such as shower
facilities are also provided. Other amenities such as hair salon, centralised dispensary,
sensory therapy room, physiotherapy room and movie theatre are available at some of our
care and attention homes.
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The following table sets out certain information in
and attention homes as at the Latest Practicable Date:

relation to the rooms of our care

Number of
Type of rooms rooms Number of beds
Pine Care Centre (Note)
Premium Single Rooms . . ............... N/A N/A
Single Rooms . . ....... ... .. .. .. .. ... N/A N/A
Double Rooms. . . ..................... N/A N/A
Multi-bed Rooms. . . . ... ............... 13 124
Sub-total. . . ....... ... ... . ... 13 124
Pine Care (Tak Fung) Elderly Centre (Note)
Premium Single Rooms . . ............... 1 1
Single Rooms . .......... ... ... .. ..... 62 62
Double Rooms. . . ..................... 6 12
Multi-bed Rooms. . . ................... 8 30
Sub-total. . ......... ... ... ... 77 105
New Pine Care Centre
Premium Single Rooms ... .............. 8 8
Single Rooms . ............. ... .. ..... 172 172
Double Rooms. . . ..................... 34 68
Multi-bed Rooms. . .. .................. 6 31
Sub-total. . . ...... ... .. . ..., 220 279
Pinecrest Elderly Centre (Note)
Premium Single Rooms . ... ............. N/A N/A
SingleRooms . ........... ... .. ... .... 1 1
Double Rooms. . . ..................... 2 4
Multi-bed Rooms. . .. .................. 8 79
Sub-total. . . ....... ... ... ., 11 84
Pine Care (Manning) Elderly Centre
Premium Single Rooms ... .............. N/A N/A
Single Rooms ... ... ... ... ... ... .. ... 3 3
Double Rooms. . . ..................... 3 6
Multi-bed Rooms. . .. .................. 15 134
Sub-total. . .. ....... ... . ... ... 21 143
Pine Care Hong Fai Elderly Centre
Premium Single Rooms . . ............... 9 9
Single Rooms .. ... ... .. ... ... .. ... 67 67
Double Rooms. . . ..................... 6 12
Multi-bed Rooms. . .. ... ............... 3 11
Sub-total. . ....... ... . 85 99
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Number of

Type of rooms rooms Number of beds
Pine Care (Lee Foo) Elderly Centre

Premium Single Rooms .. ............... N/A N/A

Single Rooms . ............. ... .. ..... 50 50

Double Rooms. . . ..................... N/A N/A

Multi-bed Rooms. . .. .................. N/A N/A
Sub-total. ... ...... ... .. ... ... 50 50
Pine Care (Po Tak) Elderly Centre

Premium Single Rooms ... .............. N/A N/A

SingleRooms . ......... ... ... .. ... .... 15 15

Double Rooms. . . ..................... N/A N/A

Multi-bed Rooms. . .. .................. 22 179
Sub-total. . . ... ... .. 37 194
Pine Care (Po Tak Branch) Elderly Centre

Premium Single Rooms . . ............... N/A N/A

SingleRooms . ........... ... .. ... .... 9 9

Double Rooms. . . ..................... 6 12

Multi-bed Rooms. . . ................... 18 119
Sub-total. . .. ....... .. .. ... ... 33 140
Total. o v o 547 1,218

Note: Due to the anticipated Upgrade, it is expected that the total number of residential care places
available in these care and attention homes will decrease to 104, 88 and 71 respectively in order to
satisfy the requirement of minimum net floor area per resident for EA1 classification under the

RCH(EP)R.
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The table below sets out the average monthly residential fee of a residential care
place under the EBPS and the average monthly residential fee range of a residential care
place for individual customers in respect of each of our care and attention homes during

the Track Record Period:

Average monthly residential fee under the EBPS

Average monthly residential fee range of residential care place

(Individual customers)

Year ended 31 March

Four months
ended 31 July

Year ended 31 March

Four months

ended 31 July

Class of
residential 2014 2015 2016 2015 2016 2015 2016
District care places (Note) (Note) (Note) (Note) (Note) 2014 2015 2016 (Note) (Note)
(HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS) (HKS)
Pine Care Centre. ... ... Kowloon EA2 8,180 9,295 9,641 9,641 9,858 6,600-9,200 7,200-10,400 7,760-12,880 7,760-10,600 8,650-13,080
Pine Care (Tak Fung)

Elderly Centre .. ...  Kowloon EA2 8,180 9,295 9,641 9,641 9,858 5,835-11,000 6,710-11,440 7,661-13,900 7,661-12,010 8,203-14,932
New Pine Care Centre ...  Kowloon EA1 10,477 11,685 12,134 12,134 12,416 7,455-15,000 8,201-15,000 8,000-15,950 8,000-14,570 9,214-16,906
Pinecrest Elderly Centre .. Kowloon EA2 8,180 9,295 9,641 9,641 9,858 7,000-10,000 7,300-10,200 8,813-11,160 8,813-11,160 9,500-11,000
Pine Care (Manning)

Elderly Centre . . . .. Kowloon EA1 10,477 11,685 12,134 12,134 12,416 6,500-10,300 7,300-12,390 9,500-12,390 9,500-12,390 10,200-12,840
Pine Care Hong Fai Elderly

Centre. ......... Hong Kong EAT 10477 11,685 12,134 12,134 12416 7,350-13,950 8,085-15,000 9,000-18,000 9,000-16,500 8,925-18,000
Pine Care (Lee Foo) Elderly

Centre. . ........ Kowloon EA1 10477 11,685 12,134 12,134 12416 5,180-11,607 8,000-9,900 8,000-10,500 8,000-10,500 8,700-10,850
Pine Care (Po Tak) Elderly

Centre. . ........ New Territories EA1 9,754 1,161 11,586 11,586 11,853 7,456-10,218 7,350-13,661 7,700-14,389 7,700-14,150 7,600-14,762
Pine Care (Po Tak Branch)

Elderly Centre . . ...  New Territories EAT 9,754 11,161 11,586 11,586 11,853 7,423-15,231 7,347-15,143 9,200-17,602 9,200-17,424 9,369-17,650

Note:

The monthly residential fee paid for a EA1 residential place of a private care and attention home purchased
by the SWD under the EBPS during the Track Record Period was as follows:

Hong Kong or Kowloon . ..

Base rate paid by the SWD
Monthly fee paid by resident

Base rate paid by the SWD
Monthly fee paid by resident

For the year ended 31 March

For the four months
ended 31 July

2014 2015 2016 2015 2016

HK$ HK$ HK$ HK$ HK$
8,770 9,978 10,427 10,427 10,709
1,707 1,707 1,707 1,707 1,707
10,477 11,685 12,134 12,134 12,416
8,047 9,454 9,879 9,879 10,146
1,707 1,707 1,707 1,707 1,707
9,754 11,161 11,586 11,586 11,853
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The monthly residential fee paid for a EA2 residential place of a private care and attention home purchased
by the SWD under the EBPS during the Track Record Period was as follows:

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$ HK$ HK$ HK$ HK$
Hong Kong or Kowloon ... Base rate paid by the SWD 6,577 7,692 8,038 8,038 8,255
Monthly fee paid by resident 1,603 1,603 1,603 1,603 1,603
Total . ................ 8,180 9,295 9,641 9,641 9,858

Pricing of the residential places purchased by the SWD under the EBPS is on an agreed
fixed rate with an adjustment clause allowing for price fluctuation based on inflation
pursuant to the relevant contracts with the SWD. The fees in respect of the residential care
places for our individual customers are determined with reference to a number of factors
such as cost of operations, cost of leasing of the premises, staff cost, market price range
charged by our competitors and inflation. See “Our customers — Pricing of our services and
payment terms” in this section for further details.

Professional nursing and caretaking services

Pursuant to the EBPS, we are required to comply with staffing requirements in relation
to, among others, registered/enrolled nurses, health workers and care workers at each care
and attention home. The major responsibilities of our nurses, health workers and care
workers are summarised as follows:

e  Nurses. Our nurses are responsible for supervising and monitoring the
performance of our health workers, care workers and ancillary workers. Major
responsibilities include ensuring the residents receive appropriate medical care
and treatment, providing and keeping record of residents’ medical and health
records, overseeing the handling of daily caretaking services, arranging medical
follow-up appointments and hospitalisation, handling accidents, diseases and
other incidents (such as missing residents) and providing first aid to our residents.
Our nurses are also responsible for medication administration, including the
storage, preparing, checking and distributing of drugs, disposal of expired and
obsolete medication on a regular basis as well as drug records and other bedside
nursing care;

° Health workers. Major responsibilities include assisting nurses to provide medical
and caretaking services to residents, assisting nurses to handle first aid (if such
health workers possess first aid licence) and accidents, leading activities such as
exercises and reading news with the assistance of care workers, distribution of
meals with the assistance of care workers, medication administration, disposal of
expired and obsolete medication on a regular basis, carrying out stock take in
respect of first aid box and ambulance supplies from time to time, etc.; and

° Care workers. Major responsibilities include taking care of the daily activities of
residents such as personal hygiene, eating and helping with the resting posture of
residents, implementing caretaking services plans at the instructions of our nurses
or health workers, accompanying residents to attend medical follow-ups, and
doing rounds.
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The level of caretaking service provided to each resident varies with the degree of his/
her self-care ability and health conditions. The following table summarises the daily routine
of typical nursing and caretaking services provided to our residents:

Morning .. ......... ° Doing rounds
° Basic checking such as checking of blood sugar level
° Dispensation of medication
° Distribution of and, if required, feeding breakfast
° Leading exercises and/or reading news
° Bathing
° Making beds and cleaning of rooms/beds
° Leisure activities
° Nursing duties
Lunch time . ........ ° Distribution of and, if required, feeding lunch
Afternoon.......... ° Basic checking such as checking of blood pressure
° Dispensation of medication
° Light housekeeping duties
° Distribution of and, if required, feeding afternoon tea
° Leisure activities
° Doctor rounds
e  Nursing duties
Dinner ............ ° Distribution of and, if required, feeding dinner
° Dispensation of medication
Night time ......... e  Evening snack

Other nursing and caretaking services are provided throughout the day on an as-
needed basis, such as changing diapers and helping residents change their bed posture. We
also provide other nursing and caretaking services upon request or at extra fees, such as
accompanying residents to attend medical follow-ups and providing annual check-ups.

Nutritional management

We also manage the diets of our residents through the implementation of meal plans.
Our meal menu are designed with an aim to provide a balanced diet to our residents and
having taken into account the residents’ ability to chew and digest and their preferences.
For residents with special needs, we will design menu suitable for such residents such as
meals suitable for residents with diabetes, low sodium meals and low fat meals. The meal
menu designed by us are reviewed and approved by dietitian engaged by us. In addition,
we also closely monitor the nutritional status of residents by observing the eating
conditions of the residents and taking records of meals taken by residents on a daily basis.
We also periodically assess the residents’ weight change and body mass index. In the event
of an abnormal fluctuation or result, we will refer the dietitian and doctors engaged by us
for follow-up actions.
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Medical services

We offer medical services to the residents of our care and attention homes. For
instance, we have entered into service contracts with two visiting medical officers who are
medical practitioners with full registration with the Medical Council of Hong Kong. The
visiting medical officers visit our care and attention homes once to twice a week to provide
medical consultation and routine check-ups for our residents. We also provide arrangement
in relation to a geriatrics outreach doctor and a psychiatry outreach doctor who also pay
regular visits to certain of our care and attention homes to provide medical consultation
and routine body checks for our residents. Every care and attention home is equipped with
medical equipment such as blood pressure monitors, blood glucose monitor, infra-red
thermometer, oximetre and oxygen tank. For certain homes, we also have bladder scanners
and electrical swallowing stimulators to enable doctors to deliver medical services to
residents.

We have internal guidelines specifying the procedures which aim for implementing the
relevant doctors’ prescription so that residents can receive appropriate medical treatment,
as well as for handling medication so as to prevent accidental consumption. See “Quality
Control — Collection, storage and dispensation of medicine” in this section for further
details.

Physiotherapy services

In accordance with the staffing requirements of the EBPS, we offer physiotherapy
treatments performed by our in-house physiotherapists and physiotherapist assistants in all
of our EA1 care and attention homes. We also offer physiotherapy treatments at our EA2
care and attention homes on a voluntary basis. Upon request and provided that there are
surplus of man-hours of physiotherapists, our residents may opt for a one-on-one
physiotherapy consultation at a service charge. Our physiotherapy rooms and the available
facilities provide a comfortable and private setting for our residents to undergo
treatments.

Physiotherapy room
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Psychological and social care

We aim to provide an environment which encourages residents to develop a healthy
life style in all aspects and facilitate their maintenance of physical, mental and
psychological health. Various activities are arranged at our care and attention homes on a
regular basis to meet the social and recreational needs of residents and promote
interpersonal relationship among residents. Such activities include organising birthday
parties, celebrating traditional festivals, art and craft sessions, playing mah-jong, planting,
Chinese opera classes and film watching. Residents of our care and attention homes are
also encouraged to pursue their interests and maintain contact with the community by
encouraging their participation in Cantonese opera performance, singing lessons and day
outings. Our social workers provide psychological consultation with the residents when
necessary and arrange life and death education with the residents. We aim not only to
assist our residents with their daily living, but to provide an environment that fosters their
happiness and satisfaction.

Individual care plans

We design individual care plans for every resident, which mainly comprise four stages,
namely, (i) health conditions assessment, (ii) completion of assessment and evaluation, (iii)
design of individual care plans and (iv) interim evaluation of effectiveness.

(i) Health conditions assessment

Within 24 hours of admission, our nurses, physiotherapists and social workers
conduct initial assessment to identify the residents’ immediate caretaking needs (such
as nutrition, medication) and key risks (such as history of allergy, difficulty of
swallowing, falls, leaving care and attention homes without authorisation). Residents
or their relatives shall also provide the residents’ health reports, such as medical
history, physical examination reports for reference.

(ii) Completion of assessment and evaluation

Within seven days of admission, we also identify the residents’ habits and
preferences (such as race, religion, cultural background) and the support from their
families and the community, and complete our assessment and evaluation on the
residents.

(iii) Design of individual care plans within one month of admission

Before we complete the design of individual care plans, we arrange meetings
between our qualified staff and the residents’ families in order to strengthen the
communication among the residents, their families and our Group and ensure that
everyone understands the individual care plans that the residents are going to
undergo.

The scope of individual care plans is based on the residents’ degree and ability of
self-care, which may cover areas such as diet care, excretion conditions, mobility, skin
condition, special care, hospice care, cognition, emotions and behavioural patterns.
Within one month of admission, we complete the design of individual care plans for
each resident taking into account their health conditions assessment and meetings
with their families.
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(iv) Interim evaluation of effectiveness

Generally, we evaluate the effectiveness of individual care plans every six months
and follow up with the needs of the residents, set targets to address their needs and
design methods to address their needs or resolve any issues. In the event of unusual
problems being found during the implementation of individual care plans, the
residents may consider to seek professional advice from visiting medical officer or
other outreach doctors engaged by us or engage other doctors or professionals.

Sale of elderly home related goods

Our care and attention homes also offer the sale of elderly home related goods to our
residents, including but not limited to diapers, nutritional milk, medical gloves, feeding
bags and pH indicator strips. Such goods are sold to our residents on an as-needed basis.

OUR RESIDENTS
General profile

As at the Latest Practicable Date, our care and attention homes had 1,139 residents of
whom 6.3% were aged 60 to 69, 15.0% were aged 70 to 79, 46.8% were aged 80 to 89,
30.0% were aged 90 to 99 and 1.9% were aged 100 or above. Our residents primarily
include those who suffer from incontinence and/or require wheel chair assistance and/or
safety restrainers and/or assisted feeding. Some of our residents suffer from chronic
illnesses such as diabetes mellitus, hypertension, dementia and/or cerebrovascular disease.
As at the Latest Practicable Date, in respect of our 1,139 residents who were assessed by
our nurses and/or health workers based on the Barthel Index, 7.1% were assessed to be
completely independent, 22.4% were assessed to be mildly dependent, 27.1% were
assessed to be moderately dependent and 43.4% were assessed to be severely dependent.

Duration of stay

As at the Latest Practicable Date, each of our residents had resided in our care and
attention homes for an average period of 4.1 years. For the three years ended 31 March
2016 and the four months ended 31 July 2016, the number of residents passed away as a
percentage of the total number of residents as at the end of the respective year/period
were approximately 15.4%, 21.7%, 19.2% and 5.4%, respectively.

OUR FACILITIES AND EQUIPMENT

We strive to provide quality residential elderly care services to our residents in a
comfortable environment. Our care and attention homes are equipped with adequate
equipment and facilities which enable our residents to receive basic medical and nursing
care and support at the homes.

Our medical equipment includes hoists, sensory stimulators, blood pressure monitors,
blood glucose monitors, infra-red thermometres, oximetres, oxygen tanks, bladder
scanners, lifting machines, treatment tables and electric hot packs. Certain of our care and
attention homes also has dedicated physiotherapy rooms with physiotherapy equipment
such as tiltbeds, electrocardiogram machines, ultrasound machines, anodyne therapy pads
and shoulder and upper limb training kits.
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Apart from providing adequate medical support and care, we have installed other
general amenities and facilities at each of our care and attention homes so as to furnish a
convenient and enjoyable environment suited to the needs of our elderly residents. To
ensure the safety of our residents, we have installed sensory security systems to prevent
residents from leaving our premises without notice. We also offer various amenities such as
air-conditioning and heating system, personal televisions, dispensaries, private elevators,
movie theatres, computer corner, snack kiosks, hair salons and sensory therapy rooms at
our care and attention homes.

Movie theatre

OUR CUSTOMERS

During the Track Record Period, our Group's customers primarily consisted of three
groups, namely: (i) the SWD with which we entered into contractual arrangements
pursuant to which the SWD purchased residential care places from our Group under the
EBPS; (ii) individual customers who settled their own residential fee entirely by themselves;
and those who were subsidised by the SWD under the EBPS but settled the unsubsidised
portion by themselves; and (iii) a public hospital which purchased residential care places
from our Group. All of our Group’s end-user customers are individual customers. For the
three years ended 31 March 2016 and the four months ended 31 July 2016, revenue from
our five largest customers amounted to approximately HK$70.8 million, HK$83.7 million,
HK$87.8 million and HK$30.1 million, respectively, representing approximately 47.8%,
51.1%, 50.8% and 50.7% of our total revenue, respectively.

To the best of our Directors’ knowledge, none of our Directors or their respective close
associates or any person who owns more than 5% of the issued share capital of our
Company, had any interest in any of our five largest customers during the Track Record
Period.

The SWD

We have participated in the EBPS since 1999 and we derived a major portion of our
revenue from the SWD, which was our largest customer during the Track Record Period.
Participants of the EBPS are partially subsidised by the SWD. As at the Latest Practicable
Date, the monthly base rate for our residents enrolled under the EBPS payable by the SWD
was (i) HK$10,709 in respect of EA1 care and attention homes located in Hong Kong Island
and Kowloon; (ii) HK$10,146 in respect of EA1 care and attention homes located in New
Territories; and (iii) HK$8,255 in respect of EA2 care and attention homes located in
Kowloon. Our residents enrolled under the EBPS were required to pay a monthly residential
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fee, which amounted to HK$1,707 for EA1 care and attention homes and HK$1,603 for EA2
care and attention homes, as at the Latest Practicable Date. For the three years ended 31
March 2016 and four months ended 31 July 2016, revenue generated from the payment of
base rate by the SWD amounted to approximately HK$70.2 million, HK$82.7 million,
HK$86.5 million and HK$29.6 million, respectively, representing approximately 47.4%,
50.5%, 50.1% and 49.9% of our total revenue, respectively. For the three years ended 31
March 2016 and the four months ended 31 July 2016, the revenue generated from the
payment of monthly residential fees under the EBPS paid by the residents participated in
the EBPS amounted to approximately HK$14.3 million, HK$14.7 million, HK$14.8 million
and HK$5.0 million, representing approximately 9.7%, 9.0%, 8.5% and 8.4% of our total
revenue, respectively. Hence, the revenue generated from the payment of base rate by the
SWD and the monthly residential fee paid by the residents who participated under the
EBPS, in aggregate under the EBPS for the three years ended 31 March 2016 and the four
months ended 31 July 2016 represented approximately 57.1%, 59.5%, 58.6% and 58.3% of
our total revenue, respectively.

Through our participation in the EBPS, we have maintained a stable business
relationship with the SWD for over 17 years. All of our care and attention homes have
entered into the EBPS Agreements with a fixed term, typically of two years, with the SWD
in respect of the provision of residential accommodation and care to their nominated
elderly persons in our care and attention homes. The term of all of our subsisting EBPS
Agreements with the SWD will expire on 31 March 2018. Such EBPS Agreements are signed
on the basis of committed payment by our Group whereby we commit to provide a
specified number of residential care places to the SWD and the SWD commits to purchase a
specified number of residential care places, and fees are payable based upon the number of
elderly persons committed to enrol into our care and attention homes.

Principal terms of the EBPS Agreements with the SWD

The EBPS Agreements entered into by us and the SWD typically contain the following
principal terms:

° Contract term usually last for a period of 24 months.

® We are obligated to provide residential accommodation and care to the specified
number (“Specified Number”) of elderly persons nominated by the SWD.

e We are obligated to comply with certain service requirements including but not
limited to requirements for living space, minimum number and types of personnel
to operate our care and attention homes, minimum number of beds, minimum
number of staff to operate our care and attention homes and minimum training
requirements of our staff.

e The HK Government will generally make payment before the 28th of each month
and such monthly residential fees are calculated based on the Specified Number
committed by the SWD multiplied by the applicable base monthly rate of charge.
Such monthly residential fee is payable to our Group irrespective of whether the
committed residential care spaces are occupied or not.

e The HK Government has the right to reduce the Specified Number by giving 14

days prior notice and adjust the residential fees payable with reference to the
average monthly consumer price index once a year.
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° Residential care place rates payable by the SWD pursuant to the EBPS are fixed at
an initial monthly rate at the time of contract execution, but subject to inflation
adjustments on an annual basis on the 1st of April of each year.

e We are obligated to indemnify the HK Government against any and all losses,
claims, damages, costs, charges, expenses, liabilities, proceedings and actions
which the Government may sustain or incur in respect of (i) negligence,
recklessness, or wilful conduct of our Group, our employees or agents; (ii) breach
of non-performance or non-observance of certain provisions, warranties and
undertakings in the agreements; (iii) any unauthorised acts of our Group or our
employees; and (iv) non-compliance with any applicable laws or requirements.

e The EBPS Agreements entered into between our Group and the SWD are
terminable if (i) we fail to perform our obligations in accordance with the
agreement and fail to remedy any performance failures; (ii) we or our employees
or agents have done anything which in the opinion of the director of the SWD
may endanger our residents; (iii) we are persistently in breach of any provision of
the agreements; (iv) we become bankrupt or go into liquidation; or (v) we assign
or transfer any part of the agreements without written consent of the HK
Government. Alternatively, either the SWD or us can give the other party three
months’ prior written notice to terminate the agreements.

Other key characteristics of the EBPS

The LORCHE is responsible for conducting inspection in respect of building safety, fire
safety, health care and social work at our care and attention homes prior to the end of the
term of our existing EBPS Agreements with the SWD. Based on the understanding of our
Directors and in light of the fact we have successful renewed the EBPS Agreements of all
our care and attention homes during the Track Record Period, in the absence of material
adverse findings of the inspections, the SWD will renew the term of the relevant
agreements with us.

In case of irregularities detected during inspections, depending on their severity,
warning letters are issued to non-compliant or unsatisfactory RCHEs. Under the RCH(EP)O,
the SWD may issue a direction to the RCHE to direct remedial measures. If the RCHE fails to
comply with the direction given, prosecution action may be taken.

During the Track Record Period and up to the Latest Practicable Date, we had received
four warning letters and one verbal warning, the subjects of which relate to (i) improper
usage technique of restrictive gloves on a resident and lack of proper record on the
physical condition of the restrained resident; (ii) clerical error on pricing table in respect of
injections to treat diabetes; (iii) the use of expired insulin medication on two residents; (iv)
failure to comply with paragraph 11.1 of the RCHE Code of Practice which requires a RCHE
to satisfy the needs in health and care of residents when assisting them in carrying out
daily living and self-care activities, after a resident fell and was injured in a washroom at
one of our care and attention homes, notwithstanding that safety device was applied; and
(v) failure to comply with paragraph 9.1 of the RCHE Code of Practice by failing to meet
the minimum staffing requirement in respect of one health worker for one hour. The
subject matters as referred to above in four of the warning letters and the verbal warning
received have been resolved, and we have taken necessary remedial actions and informed
the SWD and no further action had been taken by the SWD against us in respect of these
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warning letters and the verbal warning. Based on the understanding of our Directors and
warnings letters received, depending on the seriousness of the incident, if the relevant
RCHE fails to remedy the non-compliance as soon as possible, the SWD may initiate
prosecution, cancel or suspend the licence of the relevant RCHE, refuse to renew the licence
or change any condition attached to the licence. In addition, according to some of the
warning letters received by us, if the relevant RCHE receives five or more warning items
within a two-year period, the number of places bought by the SWD from the relevant RCHE
will be reduced by 5 or 5% of the total number of bought places (whichever is lower).
During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any reduction in the number of places purchased by the SWD as a result
thereof nor had the SWD initiated any prosecution, cancellation, suspension, refusal to
renew, or change of conditions attached to the licenses.

To reduce the re-occurrence of using expired medication, we have taken or reinforced
the following measures:

(i) nurses and health workers are required to check the un-sealing date and the
expiry date after un-sealing of all insulin on a weekly basis, with random check by
nurses; and

(ii)) if a nurse is on duty, the insulin should be drawn up by a nurse and injection
should be given by a nurse.

To reduce the re-occurence of any fall of residents, all safety devices in the relevant
RCHE were checked to ensure all safety devices could function properly.

Number of committed residential care places to the SWD

Before 2003, the SWD would purchase up to 70% of the EBPS places from any one of
private RCHEs. In 2003, a “50% cap” requirement was set. According to the SWD, the
reduction of the capped percentage of purchased places from 70% to 50% since 2003
aimed to allow participating private RCHEs to run their non-subsidised part of business in
the same RCHEs, and enable more RCHEs to participate in EBPS so as to enhance the service
standard of private homes as far as possible. Some of our care and attention homes which
had established relationship with the SWD under the EBPS before the introduction of the
“50% cap” requirement in 2003 were able to enjoy the same capping percentage of 70%
on subsequent renewal of the relevant agreements with the SWD (“70% Cap Advantage”),
while some of our care and attention homes which established relationship with the SWD
under the EBPS after the introduction of the “50% cap” requirement were subject to the
lower capping percentage of 50%. The table below sets forth the number of our residential
care places committed to the SWD (“Committed Residential Care Places”), the number of
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residential care places available and the percentage of residential care places purchased by
the SWD, for the periods indicated:

Pine Care

Pine Care Pine Care Pine Care Pine Care Pine Care  (Po Tak

(Tak Fung) New Pine  Pinecrest (Manning) Hong Fai  (Lee Foo)  (Po Tak) Branch)

Pine Care  Elderly Care Elderly Elderly Elderly Elderly Elderly Elderly

Centre Centre Centre Centre Centre Centre Centre Centre Centre
Year of commencement of 1999 1999 2002 2001 2003 2013 2002 2010 2010
participation in the EBPS
by our Group . . .. ... ..
70% Cap Advantage ... ... Yes Yes Yes Yes No No Yes Yes Yes
(Note 1) (Note 2) (Note 2) (Note 3) (Note 3)

For each of the three years ended 31 March 2016 and the four months ended 31 July 2016

Number of committed 83 73 195 43 71 49 35 100 98
residential care places (Note 4)
(Note d). . ...........

Number of residential care 124 105 279 84 143 99 50 194 140

places available. ... .. ..

Number of residential care 66.9 69.5 69.9 51.2 49.7 49,5 70.0 51.5 70.0

places purchased by the
SWD under EBPS as a
percentage of our total
number of places (%). . ..

Notes:

(1

(2)

(3)

4)

Pine Care (Tak Fung) Elderly Centre was able to enjoy the 70% Cap Advantage because its RCHE licence was
held by Pacific First which had participated in the EBPS since 1999 in respect of a prior care and attention
home called Tsz Wan Shan Pine Care Elderly Home previously located at Shop 1A-7A, L/G, 145-151 Po Kwong
Village Road, Shop 1-11 M/F, 2 Po Ying Lane, Che Wah Building, Kowloon. In 2012, the operation of Tsz Wan
Shan Pine Care Elderly Home was relocated to Shops 89 & 91, G/F, 1/F, 2/F and Portion of 3/F, Tak Fung
Building, 85-91 Lai Chi Kok Road, Kowloon and the care and attention home operating at the premises is
currently known as Pine Care (Tak Fung) Elderly Centre.

New Pine Care Centre and Pine Care (Lee Foo) Elderly Centre were able to enjoy the 70% Cap Advantage
because their RCHE licences were held by Besting Holdings which had participated in the EBPS since 2002 in
respect of a prior care and attention home called New Pine Care Centre (“Previous New Pine Care Centre")
previously located at Entrance on G/F, whole of 1/F & Portion of 2/F Yee On Court, 79E Waterloo Road,
Kowloon. In 2010, the operation of the Previous New Pine Care Centre was relocated to (i) Portion of G/F, 1/
F, 2/F, Shun Lee Shopping Centre, Phase 2, Shun Lee Estate & F20-F22 on 3/F, Lee Foo House, Shun Lee Estate,
Kowloon and the care and attention home at the premises is currently known as New Pine Care Centre; and
(ii) 101-108, 1/F Lee Foo House, Shun Lee Estate, Kwun Tong, Kowloon and the care and attention home
operating at the premises is currently known as Pine Care (Lee Foo) Elderly Centre.

Pine Care (Po Tak) Elderly Centre and Pine Care (Po Tak Branch) Elderly Centre were able to enjoy the 70%
Cap Advantage because they were existing care and attention homes which had participated in the EBPS

since 2000 and 2002, respectively, and were acquired by our Group in 2010.

During the year ended 31 March 2014, the total number of residential care places purchased from Pine Care
Hong Fai Elderly Centre by the SWD under the EBPS gradually increased from 20 to 49 as at 31 March 2014.
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As at the Latest Practicable Date, there were a total of 747 (i.e. during the year ended
31 March 2014, the SWD had been increasing its purchase of places from us under the EBPS
from 718 to 747 places) Committed Residential Care Places out of 1,218 residential care
places at our nine care and attention homes, representing approximately 61.3% of such
total number of our residential care places.

Our long-term cooperative relationship with the SWD under the EBPS

For the three years ended 31 March 2016 and the four months ended 31 July 2016, we
generated revenue from the payment of the base rate by SWD under the EBPS of
approximately HK$70.2 million, HK$82.7 million, HK$86.5 million and HK$29.6 million,
respectively, representing approximately 47.4%, 50.5%, 50.1% and 49.9% of our total
revenue, respectively. Although we derived a substantial portion of our revenue from the
SWD under the EBPS, our Directors are of the view that our business is sustainable based on
the following factors and reasons:

(a) Our participation in the EBPS is in line with HK Government’s policy in supporting
the elderly care sector in Hong Kong and it is expected that EBPS will be
continuously supported by the HK Government given that there is a genuine
demand for residential care places from the Hong Kong society

As mentioned in the Ipsos Report, there is a surging demand for residential care
services in residential care homes for the elderly in Hong Kong. From 2016 to 2020, the
population of the elderly aged 65 and above is forecasted to grow at a CAGR of
approximately 4.5% from approximately 1.2 million in 2016 to approximately 1.4
million in 2020. Concurrently, the old-age dependency ratio in Hong Kong is also
expected to rise from approximately 21.9% to about 26.5% throughout the said
period. Another factor contributing to the growth in demand for residential care
services in RCHEs in Hong Kong is the increase in incidence of chronic diseases and
physiological deterioration among the elderly. Among those aged 60 or above, the
percentage of those having one or more chronic diseases increased from
approximately 59.0% in 2007 to 61.8% in 2013, whereas the percentage of those
having one or more disabilities increased from approximately 21.5% in 2007 to 28.4%
in 2013. Moreover, the demand for a residential care place in RCHEs is also high as a
result of the relatively high institutionalisation rate of the elderly in Hong Kong due
to the inability of some of the families to take care of their frail elderly family
members at their residence. See “Industry Overview — Supply and demand of the
RCHE industry in Hong Kong"” in this prospectus for further details.

Over the past few years, the HK Government has provided additional resources to
purchase more residential care places under the EBPS from private RCHEs. The number
of EBPS places increased from 7,278 places in 2011 to 7,999 places in 2015. According
to the 2016-17 Budget of the HK Government, there will be an increasing focus by the
HK Government on providing more subsidised RCHE places and the HK Government
has pledged to further increase the number of subsidised places through various
measures and also purchase more EBPS places from private homes. The HK
Government will allocate a recurrent provision of approximately HK$140.0 million
from financial year 2016-17 to provide more subsidised RCHE places. Furthermore,
pursuant to the Policy Address 2016, the HK Government has set out a series of
measures to support and care for the elderly by: (i) providing more subsidised places
for residential care services to meet the long-term care needs of frail elderly persons in
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which the HK Government plans to provide 1,700 new subsidised residential care
places for the elderly in phases from the financial year 2014-15 to 2017-18 and
another 1,700 places will be provided through developing and renovating vacant
premises in 16 development projects and sites; (ii) strengthening the inspection and
monitoring of RCHEs; and (iii) converting existing EA2 places to EA1 places which are
of a higher quality. See “Industry Overview — Market drivers and entry barriers to the
RCHE industry in Hong Kong” and “Industry Overview — Future opportunities, threats
and/or challenges to the RCHE industry in Hong Kong” in this prospectus for further
details.

In view of the support of the HK Government, at the end of December 2015,
there were 141 care and attention homes including those of our Group in Hong Kong
which had been participating in the EBPS, representing approximately 25.8% of the
total number of RCHEs in Hong Kong at the end of 2015. Our Directors believe that
only a small portion of RCHEs are eligible to participate in the EBPS and our
participation in the EBPS is able to signify to the market that we are one of these
RCHEs which have been able to fulfil the requirements under the EBPS.

According to the Ipsos Report, as at the end of December 2015, there were a total
of 33,163 applicants on the Central Waiting List for subsidised RCHEs places. It
consisted of 27,050 applicants for care and attention homes and 6,113 applicants for
nursing homes. The number of applicants in the Central Waiting List had increased
over the years, but efforts by the HK Government had ensured that the average
waiting time has decreased. Average waiting time is the average number of months
taken between the waitlist date and the admission date of normal cases admitted to
service, which is affected by the demand for subsidised places as well as the supply of
new and existing subsidised places. In 2015, the average waiting time for a residential
care place in a care and attention home and a private RCHE under the EBPS was
approximately 20 months and eight months, respectively.

Given the genuine demand for residential care places from the society in Hong
Kong, the long waiting time for a place in a private RCHE under the EBPS, the long
history of implementation of the EBPS by the HK Government for 18 years under
which the SWD has purchased residential care places from private homes for the
elderly since 1998 and that one of its objectives is to increase the supply of subsidised
places so as to reduce elderly’s waiting time for subsidised care and attention home
places, our Directors believe that the HK Government will continue to be supportive of
the EBPS going forward.

(b) We believe that we will continue to be eligible for participation in the EBPS if we
are able to continue to meet the eligibility criteria under the EBPS and given our
long history of participation in the scheme

We have developed a long-term cooperative relationship with the SWD for over
17 years since we first participated in the EBPS in 1999. We were the largest private
RCHE operator participating in the EBPS in Hong Kong in 2015 with a market share of
approximately 9.3% in terms of the total number of EBPS places in Hong Kong,
according to the Ipsos Report. Our Directors confirmed that none of our care and
attention homes had experienced difficulty in renewing their agreements with SWD
under the EBPS upon their expiry. We have successfully renewed our agreements with
SWD for the EBPS with an existing term until 31 March 2018. Our Directors are
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confident that our attention and care homes will continue to be eligible to participate
in the EBPS in the future if they continue to comply with the relevant requirements
under the EBPS as (i) all of them are either EA1s or EA2s which have complied with the
relevant staffing and spacing requirements under the EBPS; (ii) during the Track
Record Period and up to the Latest Practicable Date, we had not experienced any
reduction in the EBPS number or percentage of residential care places purchased by
SWD during the term of the EBPS Agreements entered into with SWD under the EBPS,
and the SWD had purchased close to the capped percentage of our residential care
places in respect of most of our care and attention homes which our Directors believe
was an indication that they were satisfactory towards the quality of our services.

(c) We believe that our long operating history of care and attention homes in Hong
Kong and our accreditation with the RACAS of Hong Kong Association of
Gerontology are able to enhance the confidence of both our customers and SWD
in our Group

We have been operating care and attention homes in Hong Kong for over 27
years. In 2015, we were the second largest private RCHE operator in Hong Kong in
terms of revenue with a market share of approximately 3.0%, according to the Ipsos
Report. Our Directors believe that our established operating history and leading
market position allow us to consolidate our reputation and secure revenue both from
the SWD and individual customers. In addition, all of our care and attention homes are
accredited under the RACAS by the Hong Kong Association of Gerontology, which is
the only accreditation scheme in Hong Kong to be recognised by the International
Society of Quality in Healthcare.

(d) Our relationship with the SWD under the EBPS is one that is mutually beneficial

Apart from enhancing our reputation in the industry through our participation
under the EBPS and providing a source of customers to our Group, our Directors
consider that our participation under the EBPS provides our Group with a good
opportunity to fulfil social responsibility towards the Hong Kong society given the
demand from the elderly in Hong Kong. As such, it is our Directors’ intention to
continue to maintain our long-term cooperative relationship with the SWD through
entering into the EBPS Agreements. Further, the terms of the EBPS Agreements
provide flexibility to both parties to terminate the said agreements by giving the other
party three months’ prior written notice.

(e) The underlying demand for our places purchased by the SWD under the EBPS was
genuine given the consistently high occupancy rate achieved by us during the
Track Record Period and up to the Latest Practicable Date

For the three years ended 31 March 2016 and for the four months ended 31 July
2016, we recorded an average monthly occupancy rate in respect of residential care
places purchased by the SWD under the EBPS of approximately 96.7%, 97.7%, 98.1%
and 98.3% and an average monthly occupancy rate in respect of residential care places
purchased by individual customers of approximately 86.6%, 86.6%, 88.1% and 89.8%,
respectively. Our Directors believe that such consistently high occupancy rate was
supported by the genuine underlying demand for our residential care places purchased
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by the SWD under the EBPS as the end-user customers of our residential care places
purchased by the SWD under the EBPS were the elderly people in Hong Kong who
were subsidised by the HK Government under the scheme.

Principal terms of the arrangements with the public hospital

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our
revenue derived from the public hospital amounted to approximately nil, HK$0.5 million,
HK$0.7 million and HK$0.3 million, respectively, representing nil, 0.3%, 0.4% and 0.5% of
our total revenue, respectively.

Our principal terms of the arrangements with the public hospital are as follows:
e  contract term usually lasts for a period of six months or one year;

° we are obligated to provide temporary stay and care-taking services for elderly
arranged by the public hospital;

° monthly residential fees are calculated based on the specified number of elderly
persons committed by the public hospital multiplied by the rate of residential
care place per month. Such monthly residential fee is payable to our Group
irrespective of whether the committed residential care spaces are occupied or not;

° payment shall be made at the end of every month and shall be settled by cheque
within 30 days after the issue of monthly invoice; and

° any party who wishes to terminate the agreement before the end of the
contractual term shall give one month notice.

Principal terms of our agreements with individual customers

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our
revenue derived from individual customers who settled their own residential fee entirely by
themselves amounted to approximately HK$40.5 million, HK$41.6 million, HK$45.0 million
and HK$16.1 million, respectively, representing 27.4%, 25.4%, 26.0% and 27.2% of our
total revenue, respectively.

Our agreements with individual customers typically contain the following principal
terms:

° one month residential fee shall be paid as deposit upon check-in by the resident;

° residence fee, miscellaneous fee, doctors round fee shall be paid in advance,
other fees would be paid in arrears (such as prescription fee and check-up fees);
and

° all sums shall be settled by the 14th day in every month, otherwise additional fee,
being 5% of total sums, shall be charged. If the overdue lasts longer than one
month, it will be deemed as termination of residential care place without further
notice.
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Pricing of our services and payment terms

For pricing of our services and payment terms under the EBPS, see “Business — Our
Customers — The SWD — Principal terms of the EBPS Agreements with the SWD"” in this
prospectus for further details.

We generally review the pricing of our services in respect of our individual customers
annually. When determining our rates chargeable to our residents, our management takes
into account various factors such as cost of operations, rental cost, staff cost, market price
range charged by our competitors and inflation. Monthly statements will be issued to our
individual customers and they are generally given a credit period of up to 30 days after
monthly statement. Our customers settle payment by cheque, by cash or by bank transfer.

OUR SUPPLIERS
Procurement

We primarily rely on our suppliers for food, medical care products, nutritional milk,
other general goods and groceries and professional and qualified staff. All of our purchases
are made in Hong Kong. During the Track Record Period, we had not experienced any
material shortage or delay in the supply of goods or services. For the sensitivity analysis in
relation to changes in costs, see “Financial Information — Key factors affecting the results
of operations of our Group” in this prospectus.

Major suppliers

Our major suppliers primarily include traders of groceries, intermediaries referring
professional and qualified staff and medical care product companies. We adopt an internal
quality evaluation system for supplier selection and it is our policy to maintain a list of
approved suppliers for the supply of regular and recurrent goods and services. In selecting
suppliers, we perform assessment on the potential suppliers, including past history of the
suppliers’ quality, timing of delivery, source of the products, price and suppliers’ reputation
in the industry. Upon approval by our chief executive officer, such suppliers can be
admitted to our list of approved suppliers. We periodically evaluate the performance of our
approved suppliers. We generally do not enter into long-term agreements with our
suppliers. In respect of the referral of professional and qualified staff, we arrange
interviews with the candidates referred and verify their qualifications by requesting the
referral intermediaries to provide the certifications of such candidates.

For the three years ended 31 March 2016 and the four months ended 31 July 2016, the
aggregate purchases from our five largest suppliers amounted to approximately HK$7.2
million, HK$9.6 million, HK$8.4 million and HK$3.4 million, respectively, representing
approximately 42.6%, 44.6%, 43.4% and 49.6% of our total purchases (including expenses
of hiring professional and qualified staff through employment agency), respectively. During
the same periods, the purchases from our largest supplier amounted to approximately
HK$3.0 million, HK$3.6 million, HK$3.5 million and HK$1.2 million, respectively,
representing approximately 18.0%, 16.5%, 18.0% and 18.1% of our total purchases
(including expenses of hiring professional and qualified staff through employment agency)
during the same periods, respectively.
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The table below sets out information on our five largest suppliers during the Track
Record Period:

Year in which
% of our business Usual credit
Amount of  our total Types of goods/services relationship term and
Suppliers purchases  purchase Principal business activities procured by us commenced payment method
(HKS$ million)
For the year ended 31 March 2014
Supplier A .. ... 3.0 18.0 Trading company General groceries (e.g. oil, soy 2008 30 days; by cheque
sauce, salt, sugar, beans)
Supplier B ... ... ... ... 20 120 Employment agency Professional and qualified staff 2011 30 days; by cheque
Supplier € ... ..o 0.9 5.1 Pharmaceutical and health care  Nutritional milk 2009 30 days; by cheque
company
Supplier D ... ..o 0.7 42 Trading company Frozen meat 2008 30 days; by cheque
Supplier E. ... ... ... 0.6 3.3 Sourcing, marketing, sales, Nutritional milk 2009 30 days; by cheque
distribution and after sales
services provider
For the year ended 31 March 2015
Supplier A .. ... 3.6 16.5 Trading company General groceries (e.g. oil, soy 2008 30 days; by cheque
sauce, salt, sugar, beans)
Supplier B ... ... ... ... 27 12,6 Employment agency Professional and qualified staff 2011 30 days; by cheque
Well Mount (Note) . ........ 18 8.5 Employment agency, decoration  Professional and qualified staff 2012 30 days; by cheque
and engineering
Supplier G ... ... ... ... 038 3.5 Employment agency Professional and qualified staff 2013 30 days; by cheque
Supplier D ... ... 0.7 3.5 Trading company Frozen meat 2008 30 days; by cheque
For the year ended 31 March 2016
Supplier A .. ... 35 18.0 Trading company General groceries (e.g. oil, soy 2008 30 days; by cheque
sauce, salt, sugar, beans)
Supplier B ... ... ... ... 23 120 Employment agency Professional and qualified staff 2011 30 days; by cheque
Supplier H ... ........... 1.0 5.3 Employment agency Professional and qualified staff 2015 30 days; by cheque
Supplier D ..o 0.8 4.1 Trading company Frozen meat 2008 30 days; by cheque
Supplier I .. ..o 0.8 4.0 Medical care product company  Nutritional milk 2014 30 days; by cheque
Four months ended 31 July 2016
Supplier A .. ... 1.2 18.1 Trading company General groceries (e.g. oil, soy 2008 30 days; by cheque
sauce, salt, sugar, beans)
Supplier B ... ... 0.9 128 Employment agency Professional and qualified staff 2011 30 days; by cheque
Supplier H ... ... ... 05 7.3 Employment agency Professional and qualified staff 2015 30 days; by cheque
Supplier J. .. ... 0.4 6.3 Medical equipment and medical Medical consumables such as 1998 30 days; by cheque
consumables company diapers and work drum
Supplier I .. ... 03 5.1 Medical care product company  Nutritional milk 2014 30 days; by cheque

Mr. Elson Yim, our Controlling Shareholder and executive Director, was beneficially
interested in 6.8% of the issued shares in Supplier A as at the Latest Practicable Date. In
addition, Ms. Leu was beneficially interested in the entire issued share capital of Well
Mount throughout the Track Record Period. See “Connected Transactions — Continuing
connected transactions fully exempt from Shareholders’ approval, annual review and all
disclosure requirements — Referral of care workers by Well Mount” in this prospectus for
further details in respect of referral of care workers and renovation work by Well Mount to
our care and attention homes. We did not enter into any contractual arrangements with
either Supplier A or Well Mount for our procurement of goods and agency services as they
were made on an as needed basis.

Note: Well Mount provides the health care agency and referral services under the trade name of “Hong Kai
Professional Care Services Co".
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Save as disclosed above, to the best of the knowledge of our Directors, none of our
Directors, their respective close associates or any Shareholder who owns more than 5% of
the issued share capital of our Company had any interest in any of our five largest suppliers
during the Track Record Period.

OUR QUALIFIED STAFF

Our qualified team comprises nurses, physiotherapists, social workers and health
workers.

The following table sets out a breakdown of our full-time and part-time qualified staff
as at the dates indicated:

As at the

As at 31 March As at Latest
31 July Practicable

2014 2015 2016 2016 Date
Registered/enrolled nurses . . . 56 58 76 77 72
Physiotherapists ........... 7 4 4 2 2
Social workers. . . .......... 18 15 18 18 20
Health workers . .. ......... 88 81 72 65 75
Total. ...... ... ... .. ... 169 158 170 162 169

Qualifications of our qualified staff

We believe that the qualifications and experience of our qualified staff are crucial to
the competitiveness of our Group. Therefore, we place significant emphasis on recruitment,
training and retention of our qualified staff.

We recruit our qualified staff based on their qualifications, experience, reputation and
previous compliance records. Suitability and credentials are assessed through interviews
conducted by the head of our relevant care and attention home.

Our human resources department will verify the certifications and conduct background
checking procedures such as reference checks on our nurses, physiotherapists, social
workers and health workers.

We believe that we maintain high standards in recruitment of quality members of our
qualified team and we provide them with competitive compensation packages and a
cohesive working environment. During the Track Record Period and up to the Latest
Practicable Date, we did not receive any significant complaints nor penalties on our
qualified team that would have a material effect on our business, financial condition or
results of operations. During the Track Record Period, (i) all our health workers were
registered under the RCH(EP)R; (ii) all our registered nurses were duly registered with the
Nursing Council of Hong Kong and all our registered and enrolled nurses were holders of
valid practising certificates; (iii) all our physiotherapists were registered with the Board of
Physiotherapists and holders of valid practising certificates; and (iv) all our social workers
were registered under the Social Workers Registration Ordinance.
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OUR EMPLOYEES AND CONTRACTORS
Our employees
A breakdown of the number of our full-time and part-time employees, comprising

both local and imported workers, as at Latest Practicable Date is set forth in the table
below:

Number of
Function employees
Home managers . . .. . . e 9
Registered NUIses . . .. ... 21
Enrolled nurses . . . ... .. e 51
Social workers. . . .. 20
Physiotherapists . . ... ... 2
Physiotherapist assistants . .. ......... ... . . . . 17
Health workers . . . . .. . e 75
Care WOrKerS. . . . o e e 165
Ancillary workers . .. ... 89
Technicians . . . ... e 4
Administrative and management. . . .. ... ... 12
Total. . . . e 465

A breakdown of the turnover rate of our employees during the Track Record Period is
set out below:

For the four

months
Employee turnover rate (%) (Note) ended
Function For the year ended 31 March 31 July
2014 2015 2016 2016
Home managers .. ........... 11.1 1.1 1.1 —
Registered nurses . . .......... — 14.3 17.4 13.0
Enrolled nurses . . . ........... 48.6 54.1 35.8 7.5
Social workers. . . ... .. ... 55.6 33.3 61.1 5.6
Physiotherapists . ............ 42.9 50.0 — 50.0
Physiotherapist assistants .. .. .. 36.4 77.8 27.3 18.2
Health workers . ... .......... 28.4 37.0 52.8 19.4
Care Workers . .............. 28.6 241 27.2 6.8
Ancillary Workers . .. ......... 23.5 22.7 35.5 7.8
Technicians. . . .............. — — 33.3 —
Administrative and management. — — — —
Total...................... 21.1 24.9 23.2 9.8

Note: Employee turnover rate is calculated based on the number of full-time employees who left as at the
relevant year end date divided by the total number of employees as at the relevant year end date.

Our employee turnover rate was approximately 21.1%, 24.9%, 23.2% and 9.8% for
each of the three years ended 31 March 2016 and the four months ended 31 July 2016. As
mentioned in the Ipsos Report, a high employee turnover in respect of general frontline
workers is the nature of the RCHE industry in Hong Kong. As such, we have engaged
employment agencies to source required manpower in order to solve temporary labour
shortages, further details of which are disclosed in the paragraph headed “Our Employees
and Contractors — Employment agency” in this section.
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Our care and attention homes are service-oriented. Therefore our success, to a
considerable extent, depends on our ability to attract, motivate and retain a sufficient
number of qualified employees. Our employees are selected through an established
recruitment process. The remuneration package of our employees includes salaries,
bonuses, allowances and overtime payments. We periodically appraise the performance of
our employees for the review of their salary and promotion. With a view to upgrading the
skills and knowledge of our employees, our Group provides an on-going training for our
employees. Our qualified staff receive regular technical training on the operation of
medical devices, treatment procedures and caretaking skills. See “Our Qualified Staff” in
this section for further details of our professional staff. Our administrative and
management staff also receive a systematic training on management skills and business
operation. In the past we collaborated with external training institutions to provide
modern management training courses to the senior management of our Group to enhance
their management capabilities and skills.

During the Track Record Period, we had not experienced any material dispute with our
employees or disruption to our operations due to labour dispute and we had not
experienced any difficulties in the recruitment and retention of experienced or qualified
staff.

Employment agencies

To optimise our administrative costs in human resources by obtaining additional
workforce to solve temporary labour shortage, during the Track Record Period, we engaged
five employment agencies to source our required manpower, including care workers, health
workers and physiotherapists. We take into account a number of factors when selecting
employment agencies to source manpower, including (i) their reputation; (ii) whether their
workers possess the necessary qualifications and experience to carry out the required
duties; (iii) the availability of their workers; (iv) past working experience of their workers;
and (v) their pricing. Our Group will strive to source the same temporary staff from such
agencies and such agencies are regularly monitored and assessed by our Group. Interviews
will be conducted with our home manager or an employee assigned by our home manager
to assess their work experience and to validate their qualifications. In addition, to ensure
satisfactory performance of workers sourced from employment agencies, all temporary staff
are also required to attend on-going trainings provided by our Group. Save for Well
Mount, which was one of our five largest suppliers for the year ended 31 March 2015, all of
these employment agencies were Independent Third Parties. See “Our Suppliers — Major
suppliers” in this section for details of Well Mount. We do not enter into any framework
agreements with these employment agencies. As and when needed, we place orders with
these employment agencies in respect of the number and type of personnel we require. At
the end of each month, the employment agencies produce an invoice showing the number
of hours attended by the personnel referred by them with the relevant fees computed.
Upon checking against our record, we arrange payment to the employment agencies.
Employee compensation insurance and MPF in respect of the personnel sourced are
contributed by the relevant employment agencies.

Our Directors believe that the use of employment agencies is a normal practice in the
industry and such arrangement could ease our administrative burden.
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Contractors

As at Latest Practicable Date, we engaged the services of two visiting medical officers,
one dietitian and one pharmacist who were considered as our contractors. These
contractors visit our care and attention homes periodically and provide consultation
services to our residents. We pay our contractors a fixed fee which is either a monthly fee
or based on the number of hours of visit to our care and attention homes. We generally do
not enter into long-term agreements with our contractors. We adopt an internal quality
evaluation system for contractor selection and it is our policy to maintain a list of approved
contractors for the provision of visiting medical or related services. See “Our Suppliers —
Major suppliers” in this section for details of our selection criteria.

Save for Dr. Ho Chi Tim, the visiting medical officer engaged by our Group who
currently holds directorships in 19 of our subsidiaries and was our Director during the
period between 18 August 2015 and 30 April 2016, there is no pre-existing employer-
employee relationship between our contractors and our Group and all of them were
Independent Third Parties. During the Track Record Period, the service fees paid to these
contractors amounted to approximately HK$0.6 million, HK$0.5 million, HK$0.6 million and
HK$0.4 million, respectively.

QUALITY CONTROL

Providing quality residential care services for the elderly is one of our Group's
management priorities. To this end, we have adopted a stringent control and assurance
system to monitor and ensure standard operation procedures are adopted at our care and
attention homes.

Quality management system

Our quality management system is established in accordance with the requirements of
ISO9001. Our employees are required to familiarise themselves with our staff manual,
operation procedures and guidelines which regulate various aspects including but not
limited to training, elderly safety, event management, hygiene, food safety, medicine
dispensation, accidents management, purchases and medical consultation arrangements.
Our home managers are responsible for the overall monitoring of service quality and
ensuring that quality residential care services are provided to our residents in accordance
with our established standardised operation procedures and guidelines. Our quality
management system aims to fully implement procedures for periodic quality control,
quality risk management and error protection and prevention. We continuously review,
measure and analyse our management system to improve the service provided to our
residents.

Quality assurance monitoring committee

Our quality assurance monitoring committee is established to oversee the quality of
the elderly care services provided to our residents. The composition of our quality assurance
monitoring committee comprises our management team, our employees, families of our
residents and parties independent from our Group. The quality assurance monitoring
committee is responsible for conducting surprise audits on our care and attention homes
and subsequent to such audits, provide objective feedback to improve our operation
processes. The audit system includes review of the bedrooms, facilities, meal provision

- 189 -



BUSINESS

service, medicine dispensation, nursing service, provision of social activities and attitude of
employees. On-site inspections are also conducted from time to time by members of our
quality assurance monitoring committees.

Residential Aged Care Accreditation Scheme

Our Group is also accredited with the Residential Aged Care Accreditation Scheme of
Hong Kong Association of Gerontology. Such accreditation program promotes best
practices in the RCHE industry, and is currently the only scheme in Hong Kong being
recognised by the international accreditation, The International Society for Quality in
Health Care. Accreditation under the scheme ensures that our care and attention homes
have, among others, (i) established an effective governance; (ii) provided a safe, hygienic
and comfortable environment, facilities and services for our residents; (iii) established a set
of planning, supervision and service improvement process to meet the needs of residents;
and (iv) established an effective information management system.

Other quality assurance measures

We conduct periodic surveys with the residents and their families. We then conduct
management review meetings to review the survey results and identify key improvement
areas and opportunities, and design and implement measures to improve on such
deficiencies identified. We have also participated in the “Residential Care Homes for the
Elderly Service Quality Team” plan of the SWD since 2013, pursuant to which members of
our service quality team will visit our care and attention homes on a regular basis. After
such visits, the members of our service quality team will make recommendations to us and
the SWD will follow up with us.

Handling of complaints

We have set up an email account and hotlines independent of our care and attention
homes to handle complaints from our residents, their relatives and our other customers,
including the SWD. Our complaint handling hotlines allow complainants to submit their
complaints on an anonymous basis to an operator independent of our care and attention
homes.

We recorded two, two, one and nil complaint(s) from our residents or their relatives
per year for the years ended 31 March 2014, 2015 and 2016 and the four months ended 31
July 2016, respectively, with respect to our operation of care and attention homes in Hong
Kong, based on our internal records. The complaints we received during the Track Record
Period generally concerned the service quality of our staff and the fees charged for
accompanying residents to attend medical checks. We treat complaints seriously and view
them as a means to consistently improve our service level and quality. Upon receiving a
complaint, we will report the details of the complaint to the home manager who will
designate the relevant department head to carry out follow up actions. Depending on the
degree of seriousness of the complaint, we may inform the relatives or guardian of the
relevant resident. The complaint will also be reported to our independent complaints
committee which will offer response to the complainant. As at the Latest Practicable Date,
the members of our independent complaints committee consisted of seven members
comprising (i) four Directors, namely, Mr. Elson Yim, Mr. Billy Yim, Mr Edwin Yim and Mr.
Chan Yip Keung; (ii) two members of our senior management, namely, Ms. Pun Shuk Kan
Pisa and Ms. Yam Hau Kam; and (iii) Ms. Maggie Woo, our chief accountant. Such
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independent complaints committee is selected primarily based on their experience in the
RCHE industry and the fact that they are not directly involved in the operations of a
specific care and attention home in our Group in order to maintain a fair and unbiased
view. Upon receipt of complaints, members of the independent complaints committee will
carry out investigations including but not limited to conducting interviews with the home
manager, staff, residents and/or the resident lodging the complaint, where appropriate.
Once the investigation is completed, the independent complaints committee will hold a
meeting and develop an action plan. In addition, for each complaint received, we will
promptly record the complaint in our internal records and respond to or take necessary
rectification actions. We review our internal records of suggestions and complaints on a
regular basis and provide suitable employee training based on these records in order to
improve our operations.

During the Track Record Period, there were certain occasions on which the SWD
instigated investigation on us upon receipt of complaints. Such complaints mainly related
to poor attitude of certain staff, failure to provide proper care to certain residents and
poor odour in the care and attention home. Such complaints were due to
misunderstandings and were later resolved.

Save as disclosed above, during the Track Record Period and up to the Latest
Practicable Date, we did not experience any complaints from customers concerning our
service quality that had any material adverse impact on our brand, our business and results
of operations.

Food quality

We have adopted standard operational procedures to govern the handling of food
ingredients and supplies at our care and attention homes. For selection criteria of food
suppliers, see “Our Suppliers — Major suppliers” in this section for further details. In
respect of quality control on food ingredients, the chef at each of our care and attention
homes is responsible for inspecting our food ingredients and supplies. It is our policy to
procure food from licenced as well as reputable shops. Food procured should be fresh and
healthy in accordance with the meal menu designed by us and reviewed and approved by
our dietitian. A majority of our chefs have over 10 years of experience in the food business,
including experience in food quality control. Our chefs have also attended occupational
and food safety courses organised by the Hospitality Industry Training and Development
Centre and the Occupational Safety and Health Council as well as internal trainings
organised by us.

In respect of quality control at the food preparation stage, it is supervised by our chefs
and prepared in accordance with our formulated food processing procedures. Our
operational manual sets out the food processing procedures and quality standards for
different stages of food preparation conducted at our kitchens. For instance, hands must be
cleaned before food preparation and aprons and caps must be worn during food
preparation. Cooked and raw food should be held in separate containers to avoid cross-
contamination. Aside from food preparation, our manual also sets out storage procedures,
hygiene standards, serving standards and guidance on kitchen staff conduct. For instance,
food should be stored in covered containers under the requisite temperature and used on a
first-in-first-out basis and health workers and care workers must clean their hands before
distributing meals and should ensure that the meals are distributed to the right residents.
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We require our kitchen staff, health workers and care workers to strictly adhere to the
standards and procedures stipulated in the manuals to ensure that our food is safe for
consumption.

Collection, storage and dispensation of medicine

In respect of the collection, storage and dispensation of medicine to the elderly, each
of our care and attention homes has to strictly follow standardised operational procedures
set out in our in-house manual, the rules of which are based on local laws and regulations,
including the drug management manual for residential care homes for the elderly. Such
standardised operational procedures provide guidance in respect of the preparation,
handling and administration of medication. A summary of the relevant procedures is as
follows:

° upon admission to our care and attention homes, we will check the medication
required to be taken by our residents, and record details of their medication and
the next follow-up consultation date in the relevant residents’ records;

° normally, drugs shall not be kept by the residents themselves unless our
caretakers have evaluated them to be able to understand their doctors’
prescription and to intake drugs on time and that there is no risk of such drugs
being taken mistakenly by neighbouring residents. After collecting the drugs
from our residents, we sort the drugs according to their nature, residents and
time for consumption. We place the drugs in locked cabinets or other specified
places in accordance with the relevant
instructions stated on the package. We regularly check whether the drugs have
been expired, whether the labels have fallen off, whether the drugs have gone
bad and whether the drugs have been stored for too long;

° we only dispense medication with doctors’ prescription to residents. Before
dispensation, we implement “three checks five rights” (=4 1. ¥}), namely (a) after
taking out the drugs from the cabinet; (b) before collecting the drugs from the
drug bottle or package; and (c) at the time of putting back the drugs into the
cabinet and to check the (i) right resident; (ii) right drugs; (iii) right time; (iv)
right route; and (v) right dosage, for three times;

° upon attending follow-up consultation by the residents, we arrange to dispose of
the same medication which were in excess and record the date when the
residents started or ceased to take the medication. For medication prescribed
during follow-up consultation, we adopt the same collection and storage policies
as mentioned above;

° upon visits by visiting medical officer and outreach doctors, we will inform them
of the medication that the residents are currently taking to avoid prescribing the
same medication. If the visiting medical officer and outreach doctors prescribe
additional medication on an as-needed basis, we will record the same in the
relevant residents’ records. We will then monitor the residents’ intake of the
medication which is on an as-needed basis; and
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e  drugs that have expired or are in excess will be handled by the home manager in
accordance with the relevant laws and regulations. We will register with the
Environmental Protection Department as chemical waste producer. During each
disposal, drugs under regulation (e.g. antibiotics) will be categorised and
registered before sending to licenced waste collector for disposal.

During the Track Record Period and up to the Latest Practicable Date, save as an
incident relating to the use of expired insulin medication on two residents, further details
of which are disclosed in “Compliance with Laws regulations and codes of practice — Non-
compliance with RCH(EP)O, RCH(EP)R and RCHE Code of Practice” in this section, we did not
experience any complaints from customers concerning the collection, storage and
dispensation of medication that had any material adverse impact on our brand, our
business and results of operations. In light of the incident relating to the use of expired
medication, we have enhanced our procedures of medicine checking consistent across our
nine care attention homes pursuant to which the opened medicine will be checked by the
nurse station on a weekly basis and by the home manager on a random basis.

Cash management

As some of our residents settle their payment of residential care place fees and other
fees (such as for the payment of purchase of elderly home related goods) by cash, to avoid
misappropriation and illegal uses of cash, we have adopted a cash management and
delivery system in each of our care and attention homes. Cash is centrally received by the
cashier at each care and attention home and petty cash is kept in our safes located in each
care and attention home for operational use. Cash received from our residents are
delivered to banks when the amount kept of each care and attention home exceeds
HK$20,000.

During the Track Record Period, we did not experience any misappropriation of cash
by our employees, residents or other relevant third parties that had any material adverse
impact on our business and results of operations.

INVENTORY CONTROL

It is the practice of our operations to maintain a minimal inventory level and supplies
are procured on an as-needed basis. Most of our stock of food, medical supplies, nutritional
milk, diapers are stored at each of our care and attention homes. We regularly monitor the
level of inventory at each care and attention home and maintain strict control pursuant to
our inventory control policy. Our inventory control policy provides guidelines to our staff in
the management and control of inventory, including safeguarding and disposal, to
eliminate any potential misuse and misappropriation of our inventory. During the Track
Record Period, we did not experience any significant write-offs of our inventory.
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SALES AND MARKETING

To develop our brand and enhance our brand awareness, our Group has continuously
engaged various advertising and promotion activities through a number of channels below.

Media advertising
We have advertised our brand and services on selected media channels:

° magazines: we place advertisements on various magazines to provide information
in respect of our service offerings;

° brochures and newsletters: we publish brochures setting out certain details of us,
such as the services we provide, location of our care and attention homes,
facilities, qualified staff, certification, as well as eligibility for applying for
residential care places. We also issue newsletters twice a year setting out the
activities and programmes we arrange for the residents and comments and
reviews from our residents, their relatives and our employees; and

° online marketing: we market and promote our services through our corporate
website and online advertisements, including facebook and keyword searches on
google and yahoo.

Spokesperson

We have engaged Mr. Lau Hing Kee, with the stage name of Mr. Lau Dan (/1) (“Mr.
Lau”), as our brand spokesperson in Hong Kong, as we consider that he corresponds with
our brand and corporate image. We believe that the engagement of our spokesperson
contributes to the promotion of our services and awareness and profile of our brand.

The principal terms of our agreement with Mr. Lau are as follows:
° contract term shall be for three years commencing from 1 January 2015;

° Mr. Lau agrees to be spokesman and allows our Group to use his image for our
care and attention homes; and

° copyright and other types of intellectual property rights of all information/date
generated in the course of performing the agreement belong to our Group.

Our Directors are of the view that engaging brand spokesperson corresponds well with
our Group's healthy image which will favourably increase our brand awareness.

ENVIRONMENTAL MATTERS

Since we handle pharmaceutical products at our care and attention homes on a day-
to-day basis and need to dispose chemical and clinical waste, we have registered for the
disposal of pharmaceutical products in accordance with the Waste Disposal Ordinance
(Chapter 354 of the Laws of Hong Kong), Waste Disposal (Chemical Waste) (General)
Regulation (Chapter 354C of the Laws of Hong Kong) and Waste Disposal (Clinical
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Waste)(General) Regulation (Chapter 3450 of the Laws of Hong Kong) and engaged
chemical and clinical waste collection service provider to dispose of our chemical and
clinical waste.

During the Track Record Period, we had implemented a set of internal policies and
guidelines to ensure the disposal of chemical and clinical waste and pharmaceutical
substances in a safe manner. We had engaged a qualified waste disposal and recycling
company licenced by the Environmental Protection Department to handle the disposal of
hazardous waste, including expired and unwanted pharmaceutical products.

Our Group had not received any material fines or penalties associated with the breach
of any environmental laws or regulations since the commencement of our Group’s
operations and up to the Latest Practicable Date.

INFORMATION TECHNOLOGY

As part of our efforts to modernise our information systems, we have developed in-
house a customised care and attention home management software to handle our
administrative, nursing and operational workflow in our network of care and attention
homes.

Our customised care and attention home management software acts as our core
application for handling and storing records of our residents and plays a key role in the
daily operations of our care and attention homes. It provides point of electronic
documentation tailored made to our operations, containing information including but not
limited to personal details of our residents, vaccination records, hospitalisation/clinical visit
records, medication records, accident records, individual care plans and social worker follow
up records.

In view of securing our residents’ information and ensuring data integrity of our
system, the confidential information and medical records of our residents are protected by
regular back-ups. Furthermore, we implement appropriate levels of access control rights for
our qualified staff as security shields for computer systems to safeguard our residents’
privacy. Our information and data protection policy which governs the collection, transfer,
and subsequent processing of personal information ensures that our qualified team and our
employees would properly handle personal information relating to our residents. In
compliance with the Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong
Kong), Mr. Edwin Yim oversees our data compliance program and measures and all
personal data will be classified as restricted pursuant to which data will be protected by the
relevant regulations, company policies and contractual language. During the Track Record
Period, we had not received any complaint or warning from relevant authority in relation
to the privacy of personal data of our residents.

We also have in place certain technologies for protecting our residents and assisting us
to take care of our residents. For instance, each bed is installed with a safety alarm for
emergency and the resident’s clothing contains a sensor which will alert our care and
attention home if the resident leaves the care and attention home without being
accompanied by our staff.
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We plan to further upgrade and improve our information technology systems to
support the growth and expansion of our business and operations. We are currently in the
process of developing in-house (i) mobile applications to allow residents or their families to
access, among others, profiles of residents, medical records, progress reports and bill
payments; and (ii) staffing and rostering software to facilitate human resources
management.

INTELLECTUAL PROPERTY

We rely on our trademarks and other intellectual property rights, including trade
names, website, domain names which are either owned or registered by us. As at the Latest
Practicable Date, we were the registered owner of five trademarks, including “#A#%” and
“Pine Care”, which are relevant to the ordinary course of our business operations. See
“Statutory and General Information — B. Further information about the business of our
Company — 2. Intellectual property rights” in Appendix V to this prospectus for further
details of our intellectual property rights which are material to our business and
operations.

As at the Latest Practicable Date, we were not engaged in or threatened with any
claim for infringement of any intellectual property rights, whether as a claimant or as a
defendant. We believe that we have taken reasonable measures to prevent infringement of
our own intellectual property rights.

INSURANCE

As at the Latest Practicable Date, we had purchased and maintained insurance policies
for all of our care and attention homes, which covered business interruption, malicious
attack, professional indemnity, employment compensation and other liabilities in line with
the industry practice.

Our Directors consider our insurance coverage to be customary for businesses of our
size and type and in line with the standard commercial practice in the jurisdictions where
we have operations.

PROPERTIES

We occupy certain properties in Hong Kong in connection with our business
operations.

Owned properties

As of the Latest Practicable Date, we owned seven properties in Hong Kong with an
aggregate GFA of 71,401 sq.ft. (with saleable area ranging from 1,740 sq.ft. to 24,456
sq.ft.) in Hong Kong. Such properties were used as sites for our care and attention homes,
staff dormitories, workshops and ancillary offices. See “Property Valuation Report” in
Appendix Ill to this prospectus for further details of our property interests.
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The following table sets forth a summary of the properties owned by us as at the
Latest Practicable Date:

Approximate

Properties held saleable area Our use of property
(sq.ft.)

1. Tak Fung Property 1.......... 1,828  Care and attention home (Pine Care (Tak Fung)
Elderly Centre)

2. Tak Fung Property 2 .. ........ 6,170  Care and attention home (Pine Care (Tak Fung)
Elderly Centre)

3. Pinecrest Property............ 7,625 Care and attention home (Pinecrest Elderly Centre)
(Note)

4. Manning Property. . .......... 17,603  Care and attention home (Pine Care (Manning Elderly
Centre))

5. Hong Fai Property. .. ......... 11,979  Care and attention home (Pine Care Hong Fai Elderly
Centre)

6. Po Tak Property . ............ 24,456 Care and attention home (Pine Care (Po Tak) Elderly
Centre)) and staff dormitory

7. Workshops 03 and 04 on 1,740 Workshop and ancillary office

36th Floor, King Palace Plaza,

No. 52A Sha Tsui Road,

Tsuen Wan,

New Territories. . .. ..........

Note: The business address of Pinecrest Elderly Centre is G/F, No. 36, Tung Ming Street and 1/F, No. 63 Hong
Ning Road, Kwun Tong, Kowloon.

Leased properties

As at the Latest Practicable Date, we leased 11 properties in Hong Kong with an
aggregate net floor area/GFA of 99,925 sq.ft. (with floor area/GFA ranging from 289 sq.ft.
to 33,424 sq.ft.) which were used as sites for our care and attention homes, warehouses,
staff dormitories and physiotherapy clinic and the respective lease term is between
approximately one year and six years.
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The following table sets forth a summary of the properties leased by us as at the
Latest Practicable Date:

The year in
which our
Group started
Notice period of early our business
termination in respect  relationship

Approximate of properties occupied  with the
net floor Our use of the Expiry date by our care and relevant
Address of the leased properties area/GFA relevant property of the lease attention homes landlord
(sq.1t)
1. Shop Nos. B6-B14, C5-C7 & C11-C15 10,705 The premises for the 31 July 2017  Not less than six 1989
on ground floor of Shui Ning House, operation of Pine months (Note 3)
Nos. 24-28 Shui Ning Street & 2-10, Care Centre
14-24 Wan Hon Street, Kowloon. . .
2. 506 of third floor, Tak Fung 2,065 The premises for the 31 July 2019 Within the specified 2012
Building, Nos. 85, 85A, 87, 89, 91 & operation of Pine period, if written
91A Lai Chi Kok Road, Kowloon, Care (Tak Fung) notice of
Hong Kong .. ............. Elderly Centre demolition issued
by the government
is received
(Note 4)
3. Portion of ground floor, first floor 29,306 The premises for the 22 February  Not less than three 2010
and second floor of Shun Lee operation of New 2019 months (Note 3)
Shopping Centre (Phase 2), and Shop Pine Care Centre

Nos. F20, F21 and F22, F3 Floor, Lee
Foo House, Shun Lee Estate, 15 Lee
On Road, Kwun Tong, Kowloon,

Hong Kong .. .............
4, Shop Nos. 101 to 108, F2 floor, Lee 5,387 The premises for the 22 February  Not less than three 2010
Foo House, Shun Lee Estate, 15 Lee operation of Pine 2019 months (Note 3)
On Road, Kwun Tong, Kowloon, Care (Lee Foo)
Hong Kong . .............. Elderly Centre
5. Shop H on ground floor, 1/F to 4/F 14,343 The premises for the 7 October Six calendar months 2000
of Lung Tang Building, No. 204 Hing operation of Pine 2017 (Note 3)
Fong Road, Nos. 31-35, 37, 39-41 Care (Po Tak (Note 1)
Ko Fong Street and Nos. 41-43 Branch) Elderly
Shing Fong Street, Kwai Chung, New Centre
Territories, Hong Kong. . .. ... ..
6. All those residential care home for 33,424 The premises for the 30 November  Not less than three 2016
the elderly premises on the ground operation of Pine 2022 months (Note 3)
level to Level 3 of the commercial Care Place

accommodation of the development
erected on Yuen Long Town
Lotno. 507 ...............
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Notice period of early

The year in
which our
Group started
our business

termination in respect  relationship
Approximate of properties occupied  with the
net floor Our use of the Expiry date by our care and relevant
Address of the leased properties area/GFA relevant property of the lease attention homes landlord
(sq.1t.)
1. 9/F and roof, Lot No.487 in DD 443 3,000 Warehouse 11 April 2019 N/A 2016
(Yuet Kwong Industrial Building),
Tsuen Wan, New Territories erected
on Lot No. 487 in Demarcation
District No. 443, ... .........
8. Flat C on 4th floor, Yau Lee 516 Staff dormitory 31 March 2018 N/A 2016
Building, Nos. 9-27 Yee On Street,
Kwun Tong, Kowloon (Note 2). . . .
9, Flat H on 18th floor, Che Wah 420 Staff dormitory 31 March 2018 N/A 2015
Building, No. 8 Po Ying Lane, Tsz
Wan Shan, Kowloon (Note 2). . . ..
10 Flat M on 3rd floor, Tai Shun 289 Staff dormitory 28 February  N/A 2016
House, No. 4 Hong Cheung Street, 2017
Hong Kong . ..............
1. Room 702, 7th floor, 363 Nathan 470 Physiotherapy clinic 15 May 2017 N/A 2013

Road, Kowloon . .. ..........

Notes:

Gericare Centre received a letter dated 30 November 2016 in relation to the Early Termination. In
response to the Early Termination, we entered into the MOU which is non-legally binding on 4 January
2017 for the Possible Acquisition. See "History, Development and Reorganisation — Possible
Acquisition after the Track Record Period” in this prospectus for further details of the Possible
Acquisition.

See “Connected Transactions — Continuing connected transactions fully exempt from Shareholders’
approval, annual review and all disclosure requirements — Tenancy agreements between Giant Success
and our Group in relation to staff dormitories” in this prospectus for further details in respect of our
rental of staff dormitories from our connected persons.

As set out in the existing tenancy agreements in relation to the premises currently occupied by our
existing care and attention homes, written notice of early termination of not less than three or six
months is generally required to be served by landlord or tenant during the term of the tenancy in,
among others, the circumstances where (i) the landlord sells or redevelops or refurnishes or repairs or
rebuilds or renovates or revitalises or changes the user of the building or any part thereof which shall
include the premises; or (ii) the operation of care and attention home in the relevant premises is not
allowed by governmental authorities or any application for the grant/renewal of the relevant
license(s)/permit(s) from appropriate governmental authorities in connection with the permitted use is
refused by appropriate governmental authorities.

A portion of the third floor of Pine Care (Tak Fung) Elderly Centre (the “Leased Property”) is leased by
our Group for the operation of a care and attention home. Tak Fung Property 1 and Tak Fung Property
2 are owned by us for operation of Pine Care (Tak Fung) Elderly Centre under the same RCHE licence.
Since our Group's application of RCHE licences generally involves the review of various government
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authorities (such as the SWD and Buildings Department), the Leased Property, Tak Fung Property 1 and
Tak Fung Property 2 are subject to inspection by the LORCHE in respect of building safety.
Furthermore, our Directors were not aware of any notice or order issued by Buildings Department
concerning any dangerous buildings or building defects related non-compliances of the Leased
Property, Tak Fung Property 1 and Tak Fung Property 2 during the Track Record Period and up to the
Latest Practicable Date. As such, our Directors are of the view that the Leased Property complies with
the applicable building rules and regulations.

During the Track Record Period, we did not experience any material difficulty in
renewing our lease agreements or exploring new premises for our care and attention
homes.

POSSIBLE ACQUISITION FOR RELOCATION OF PINE CARE (PO TAK BRANCH) ELDERLY
CENTRE

Background

Gericare Centre received a letter dated 30 November 2016 in relation to the Early
Termination. In response to the Early Termination, we entered into the MOU which is non-
legally binding on 4 January 2017 for the Possible Acquisition, for the purpose of
accommodating a majority of the existing residents of Pine Care (Po Tak Branch) Elderly
Centre. The Target Company is the licence holder of an existing care and attention home in
Hong Kong.

The consideration for the Possible Acquisition is HK$13,880,000, which was determined
after arm’s length negotiations between the parties after taking into account the need of
our Group for a readily available premises to accommodate a majority of the existing
residents of Pine Care (Po Tak Branch) Elderly Centre, the physical conditions of the existing
care and attention home operated by the Target Company and the general demand for
care and attention homes for the elderly in Tsuen Wan. See “History, Development and
Reorganisation — Possible Acquisition after the Track Record Period” in this prospectus for
details of the terms of the Possible Acquisition.

The following aims to set out the estimated scale of the Target RCHE and the expected
timetable for the relocation assuming that the Possible Acquisition for relocation of Pine
Care (Po Tak Branch) Elderly Centre materialises for illustrative purpose.

Estimated scale of the Target RCHE

The Target Premises has a net floor area of approximately 1,072.5 sq.m. (equivalent to
approximately 11,544.39 sq.ft.) which is currently leased by a director of the Target
Company from its landlord, both of whom are Independent Third Parties, under a three-
year tenancy agreement expiring in January 2019 (the “Target Premises Tenancy
Agreement”).

As the floor area of the Target Premises is smaller than that of the premises currently
occupied by Pine Care (Po Tak Branch) Elderly Centre, it is estimated that the Target RCHE
will be able to accommodate approximately 113 residents, representing approximately
80.7% of the total number of residential places currently available at Pine Care (Po Tak
Branch) Elderly Centre with a view of having the Target RCHE to continue to satisfy the
requirement of minimum net floor area per resident for EA1 classification under the
RCH(EP)R. As such, it is expected that the relocation will result in a reduction in the total
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number of residential places available at our Group by approximately 27 from 140
residential places available at Pine Care (Po Tak Branch) Elderly Centre to an estimated 113
residential places to be available at the Target RCHE.

In addition, the Target Company will be required to enter into a new EBPS Agreement
with the SWD for the purpose of having the Target RCHE participated in the EBPS, while
the existing EBPS Agreement entered into between Gericare Centre and the SWD in
relation to Pine Care (Po Tak Branch) Elderly Centre will be terminated due to the
relocation. Given that there is currently a strong demand for residential care places in Hong
Kong, the relocation to the Taregt RCHE represents an opportunity to save time and effort
of the existing residents of Pine Care (Po Tak Branch) Elderly Centre and/or their families to
seek for another care and attention home, our Directors believe that the relocation is the
interest in our Group as well as the elderly society in Hong Kong. We will ensure that the
Target RCHE will satisfy the enhanced standards for EA1 classification, such as having a
minimum net floor area per resident of 9.5 m? and the relevant staffing requirement (such
as having at least one home manager, two registered/enrolled nurses, and two health
workers). See “Regulatory Overview — Regulations in relation to the operation of
Residential Care Homes For the Elderly — Enhanced Bought Place Scheme (EBPS)” in this
prospectus for details of the relevant requirements. Due to the smaller floor area of the
Target RCHE as compared to that of Pine Care (Po Tak Branch) Elderly Centre, based on our
Directors’ best estimation, the number of residential places under the EBPS available at the
Target RCHE will be approximately 79 as compared to the 98 residential places under the
EBPS available at Pine Care (Po Tak Branch) Elderly Centre as at the Latest Practicable Date.
Based on our preliminary understanding on (a) the SWD’s requirements on enhanced
standards (such as staffing and spacing requirements) for the application by a care and
attention home to participate in the EBPS; and (b) the Target Company, particularly its
satisfactory compliance record (such as the nature of SWD’s warning letter received by the
Target Company or the Target RCHE from the SWD) based on our preliminary due diligence
which we believe is relevant to our operation, our Directors believe that there will be no
major difficulty for the Target Company to enter into a new EBPS Agreement in relation to
the Target RCHE after termination of the existing EBPS Agreement entered into between
Gericare Centre and the SWD in relation to Pine Care (Po Tak Branch) Elderly Centre due to
the relocation.

In view of the smaller floor area of the Target RCHE, the relocation will also result in
the release of some of the existing manpower which is expected to be absorbed internally
by our other care and attention homes, particularly due to the additional staff required in
relation to the Upgrade. It is also expected that there will be no material change in the
services and amenities to be provided in the Target RCHE as compared with those provided
in Pine Care (Po Tak Branch) Elderly Centre.

See “Legal Compliance and Litigation — Licences” in this section for details of the
RCHE licence held by the Target Company.

Expected timetable

Shortly after the receipt of the letter in relation to the Early Termination on 30
November 2016, we notified the SWD in early December 2016 of such event and our
intention to look for a suitable care and attention home for relocation. Also, we notified
the SWD of the entering into of the MOU on 4 January 2017 shortly after it was entered
into.
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Pursuant to the MOU, the Formal Agreement shall be entered into upon fulfilment of
certain provisions, including the Vendors causing the extension of the term of the Target
Premises Tenancy Agreement for not less than three years until January 2022, by the end of
February 2017 and subject to the terms and conditions of the Formal Agreement,
completion of the Possible Acquisition, if materialised, shall take place on such date as set
out in the Formal Agreement. As at the Latest Practicable Date, the Formal Agreement had
not been entered into.

For illustrative purpose, assuming that the Formal Agreement shall be entered into at
the end of February 2017 and that completion of the Possible Acquisition, if materialised,
shall take place in early March 2017, the indicative timetable for the relocation of Pine
Care (Po Tak Branch) Elderly Centre to the Target RCHE is set out below:

Event Tentative timetable (2017)
Change in name of the Target RCHE being approved 23 February to

by the SWD (Note 2) 27 February
Application by the Target Company to enter into

a new EBPS Agreement withthe SWD ... .............. 1 March
Carrying out of renovation work before relocation (Note 1) .. 1 March to 22 March
Final inspection of renovation. ... ..................... 22 March
Site inspection by LORCHE. . .. ... ... ... ... .. ... .... 22 March to 29 March
Carrying out of modification works based on suggestions

by LORCHE (ifany). . ....... ... . . . ., 29 March to 5 April

Transfer of existing residents from Pine Care (Po Tak Branch)
Elderly Centre who have been allocated residential care
places in the Target RCHE and who decided to move in to

the Target RCHE (Note 3). ... ... ... . . i 6 April
Commencement of operation of the Target RCHE by us and
the new EBPS Agreement becoming effective. . .. ... ... .. 6 April
Notes:
1. It is expected that the existing residents from Pine Care (Po Tak Branch) Elderly Centre who decided to

move in to our other care and attention homes and those who did not opt for the relocation to the
Target RCHE or our other care and attention homes will be transferred or discharged (as the case may
be) shortly before 6 April 2017 while the SWD will be responsible for arranging the transfer of the
remaining residents participating under the EBPS due to the anticipated reduction in the total number
of residential places under the EBPS available at our Group by approximately 19 as a result of the
smaller area of the Target Premises.

2. In late December 2016, the SWD was informed about the change in name of the Target RCHE.
Pursuant to the RCHE Code of Practice, the relevant approval procedures of the SWD generally take
not more than eight weeks. As the RCHE licence held by the Target Company will expire on 28
February 2017, the Target Company submitted the application for the renewal of the RCHE licence
held by it to the SWD on 15 December 2016.

3. As the Target Premises is currently used by the Target Company for the operation of an existing care
and attention home, we do not anticipate that there will be a significant amount of preparatory work
to be carried out prior to the commencement of operation of the Target RCHE by us after the
completion of the Possible Acquisition as no material renovation or modification work to the Target
Premises is required.
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Potential impact on our Group assuming that the Possible Acquisition for relocation of Pine
Care (Po Tak Branch) Elderly Centre materialises

Operational impact

Our Directors do not expect that the relocation as a result of the Possible Acquisition,
if materialised, will have a material adverse impact on our existing operations on the basis
of the followings:

(i)

(if)

we expect that there will be no material change to the number of our employees
as a majority of our staff of Pine Care (Po Tak Branch) Elderly Centre will be
retained and transferred to the Target RCHE;

it is expected that the interruption to the business of Pine Care (Po Tak Branch)
Elderly Centre will mainly be caused by the time and effort it will take to
physically transfer the existing residents from Pine Care (Po Tak Branch) Elderly
Centre to the Target RCHE, however, we believe that the extent of such
interruption, its impact on our Group and the residents of Pine Care (Po Tak
Branch) Elderly Centre as a result of the relocation will be minimal because:

(a)

(b)

(c)

(d)

we have had prior experiences in the logistical arrangements for home
relocation from the relocation of the operations of Previous New Pine Care
Centre to the current New Pine Care Centre and Pine Care (Lee Foo) Elderly
Centre in 2010; and relocation of the operations of Tsz Wan Shan Pine Care
Elderly Home to Pine Care (Tak Fung) Elderly Centre;

we will make all the necessary logistics arrangements and monitor the entire
transfer process to ensure that it will be smooth. Additional manpower, if
required, can be arranged by our Group internally to ensure a smooth
implementation of the relocation. It is estimated that the transfer of existing
residents from Pine Care (Po Tak Branch) Elderly Centre to the Target RCHE
can be completed within one day. See “Possible Acquisition for Relocation of
Pine Care (Po Tak Branch) Elderly Centre — Expected timetable” in this
section above;

the Target RCHE will have a total number of residential places of
approximately 113 which is approximately 27 places less than the 140
residential places available at Pine Care (Po Tak Branch) Elderly Centre as at
the Latest Practicable Date. We believe that the vacant places available at
our other care and attention homes will be sufficient to accommodate the
shortfall in relation to individual customers while the SWD will be
responsible for arranging the transfer of the remaining residents
participating under the EBPS;

we believe that the expected timetable and logistical arrangements for the
relocation are feasible as they have been formulated based on our
experience in the relocation of the operations of our previous care and
attention homes, namely (a) Previous New Pine Care Centre to Pine Care (Lee
Foo) Elderly Centre in 2010 and to the current New Pine Care Centre; and (b)
Tsz Wan Shan Pine Care Elderly Home to Pine Care (Tak Fung) Elderly Centre;
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(iii) we will deploy sufficient manpower to be transferred to the Target RCHE to

(iv)

(v)

satisfy the relevant staffing requirements and make necessary arrangements to
ensure that the Target RCHE will satisfy the requirement of minimum net floor
area per resident for EA1 classification under the RCH(EP)R;

as the Target Premises is currently used by the Target Company for the operation
of an existing care and attention home, we do not anticipate that there will be a
significant amount of preparatory work to be carried out prior to the
commencement of operation of the Target RCHE by us after the completion of
the Possible Acquisition as no material renovation or modification work to the
Target Premises is required. In addition, certain chattels, furniture or equipment
currently used by the existing care and attention home operated by the Target
Company will be retained by us; and

given that there is currently a strong demand for residential care places in Hong
Kong, the relocation to the Target RCHE represents an opportunity to save time
and effort of the existing residents of Pine Care (Po Tak Branch) Elderly Centre
and/or their families to seek for another care and attention home, our Directors
believe that the relocation is in the interest in our Group as well as the elderly
society in Hong Kong. We will ensure that the Target RCHE will satisfy the
enhanced standards for EA1 classification, such as having a minimum net floor
area per resident of 9.5 m? and the relevant staffing requirement (such as having
at least one home manager, two registered/enrolled nurses, and two health
workers). See “Regulatory Overview — Regulations in relation to the operation of
Residential Care Homes For the Elderly — Enhanced Bought Place Scheme (EBPS)”
in this prospectus for details of the relevant requirements. Based on our
preliminary understanding on (a) the SWD’s requirements on enhanced standards
(such as staffing and spacing requirements) for the application by a care and
attention home to participate in the EBPS; and (b) the Target Company,
particularly its satisfactory compliance record (such as the nature of SWD'’s
warning letter received by the Target Company or the Target RCHE) based on our
preliminary due diligence which we believe is relevant to our operation, our
Directors believe that there will be no major difficulty for the Target Company to
enter into a new EBPS Agreement in relation to the Target RCHE after
termination of the existing EBPS Agreement entered into between Gericare
Centre and the SWD in relation to Pine Care (Po Tak Branch) Elderly Centre due
to the relocation.

Whether our Group will be liable for any claims or compensations from existing residents
of Pine Care (Po Tak Branch) Elderly Centre as a result of the relocation

Further, our Directors consider that the chance of our Group will be liable for any

(i)

claims or compensations from existing residents of Pine Care (Po Tak Branch) Elderly Centre
(comprising the SWD and individual customers) as a result of the relocation is low since:

in respect of residents enrolled under the EBPS, we have notified the SWD of the
possible relocation as a result of the Early Termination and the Possible
Acquisition, if materialised;
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(i) in respect of individual customers, while the relevant contracts do not contain
provisions in relation to the giving of notice in relation to the possible relocation,
pursuant to the RCHE Code of Practice, we may serve a notice in writing on any
resident and on the guardian/guarantor/family members/relatives/contact persons
of such resident, discharge that resident and require him/her to quit the
residential care home before the expiry of such period being not less than 30
days as shall be indicated in the notice. We have notified the individual customers
of the possible relocation as a result of the Early Termination and the Possible
Acquisition, if materalised;

(iii) based on a survey conducted by us in mid-December 2016 with the family
members of the existing residents of Pine Care (Po Tak Branch) Elderly Centre in
respect of their intention on the relocation, over 80% of the family members of
the existing residents in Pine Care (Po Tak Branch) Elderly Centre who
participated in the said survey have indicated that they preliminarily agreed to
the relocation to the Target RCHE while some of them have shown interest in
being relocated to our other existing care and attention homes. We expect that
once the Formal Agreement has been entered into, we will conduct such survey
again shortly thereafter to obtain their final decision as to whether they will
move in to the Target RCHE, or our other care and attention homes or they have
other arrangements within one week from conducting such updated survey; and

(iv) the Early Termination, being the reason for our Group to conduct the Possible
Acquisition, is due to the refurbishment of the building of which the premises
currently occupied by Pine Care (Po Tak Branch) Elderly Centre forms part, which
is beyond our Group’s control. Further, it does not involve the default of
contractual obligations on the part of our Group, nor does it constitute a non-
compliance by our Group with any applicable laws or regulations in Hong Kong.

Financial impact

Given the reasons referred to under paragraph (iv) in “Potential impact on our Group
assuming that the Possible Acquisition for relocation of Pine Care (Po Tak Branch) Elderly
Centre materialises — Operational impact” in this section above, we do not anticipate that
we will incur a significant amount of capital expenditure prior to the commencement of
operation of the Target RCHE by us after the completion of the Possible Acquisition. To our
Directors’ best estimation, our Group expects to incur a total capital expenditure of
approximately HK$0.2 million, which will comprise mainly costs in relation to renovation
materials such as bedside lamps, floor tiles and ceiling tiles.

To our Directors’ best estimate, based on the consideration for the Possible Acquisition
of HK$13,880,000 as set out in the MOU, we expect to recognise property, plant and
equipment of approximately HK$0.2 million and an intangible asset of the RCHE licence of
the Target RCHE of approximately HK$13.7 million, which will be amortised over the term
of the Target Premises Tenancy Agreement (assuming and including the term of the Target
Premises Tenancy Agreement which has been extended for not less than three years until
January 2022 before the entering into of the Formal Agreement), on our consolidated
statements of financial position upon signing the Formal Agreement, and we also expect
additional depreciation for the property, plant and equipment and amortisation for the
RCHE licence of the Target RCHE will be charged to our consolidated statements of profit
or loss.
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Subject to the conditions precedent of the MOU and/or Formal Agreement being
fulfilled or waived, with reference to the Target Premises Tenancy Agreement, we currently
anticipate that the monthly rental payable by the Target Company for occupying the
Target Premises under the Target Premises Tenancy Agreement will be lower than the
monthly rental of approximately HK$320,000 payable by Pine Care (Po Tak Branch) Elderly
Centre. As such, there will be an annual saving of rental expenses going forward.

As the floor area of the Target Premises is smaller than that of the premises currently
occupied by Pine Care (Po Tak Branch) Elderly Centre, it is estimated that the relocation will
result in a reduction in the total number of residential places available at our Group by
approximately 27 and a reduction in the total number of residential places under the EBPS
available at our Group by 19. Our Directors believe that such difference in the number of
residential places under the EBPS is insignificant. The decrease in revenue as a result of the
decrease in the total number of residential places available at our Group is partially offset
by the decrease in monthly rental and therefore such difference in the number of
residential places has no material financial impact on our Group.

We plan to finance the above costs and expenses by our internal resources.

Potential impact on our Group in the event that the Possible Acquisition for relocation of
Pine Care (Po Tak Branch) Elderly Centre does not materialise

In the event that the Possible Acquisition for relocation of Pine Care (Po Tak Branch)
Elderly Centre does not materialise, we will continue to identify other suitable and readily
available care and attention home and in the event that no other suitable care and
attention home is identified, it is expected that (i) the SWD will be responsible for
arranging the transfer of all residents enrolled under the EBPS; (ii) certain existing residents
from Pine Care (Po Tak Branch) Elderly Centre who have been allocated residential care
places in our other care and attention homes will be transferred to those homes, subject to
their agreement to such transfer; and (iii) the remaining existing residents from Pine Care
(Po Tak Branch) Elderly Centre will make their own arrangement and may be transferred to
care and attention homes operated by other Independent Third Parties.

Although Pine Care (Po Tak Branch) Elderly Centre contributed approximately HK$18.3
million, HK$19.6 million, HK$20.3 million, and HK$7.0 million of our total revenue and
approximately HK$2.4 million, HK$2.2 million, HK$2.3 million and HK$1.0 million of our
profit before tax from continuing operations during the three years ended 31 March 2016
and the four months ended 31 July 2016, respectively, representing approximately 12.4%,
12.0%, 11.8% and 11.8% of our total revenue and approximately 13.6%, 5.1%, 8.9% and
6.8% of our profit before tax from continuing operations for such periods, respectively, our
Directors do not expect that the Early Termination will have a material adverse impact on
our Group in the long run taking into account that we expect to commence business
operation of our Pine Care Place in September 2017 and we plan to utilise our net proceeds
from the Listing to further expand our network of care and attention homes in Hong Kong.
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Further, in the event that the Possible Acquisition does not materialise and there will
be no relocation, our Directors do not expect such event would have a material adverse
impact on our Group in renewing our existing RCHE licences and EBPS Agreements or
obtaining new ones on the following basis:

(i) There is no default on the part of our Group. The Early Termination, being the
reason for our Group to conduct the Possible Acquisition, is due to the
refurbishment of the building of which the premises currently occupied by Pine
Care (Po Tak Branch) Elderly Centre forms part, which is beyond our Group’s
control. Further, it does not involve the default of contractual obligations on the
part of our Group, nor does it constitute a non-compliance by our Group with any
applicable laws or regulations in Hong Kong. As such, (a) based on the
understanding of our Directors and warnings letters we received, it does not fall
within the events which would be likely to trigger the SWD to initiate
prosecution, cancel or suspend the licences of the relevant RCHEs, refuse to
renew the licences or change any condition attached to the licences; and (b) in
light of the fact that we had successfully renewed the EBPS Agreements of all of
our care and attention homes during the Track Record Period, it would not be
likely to trigger the SWD not to renew the term of the relevant EBPS Agreements
with us. See “Our Customers — The SWD — Other key characteristics of the EBPS”
in this section for further details; and

(ii) We have a proven track record. We have established a long-term cooperative
relationship with the SWD under the EBPS which we believe are mainly
attributable to our established operating history and leading market position.
See “Our Customers — Our long-term cooperative relationship with the SWD
under the EBPS” in this section for further details. During the Track Record
Period, we successfully renewed all RCHE licences and EBPS Agreements with the
SWD, which we believe was mainly attributable to our quality of services and
having no record of prosecution, revocation or temporary suspension of RCHE
licence, refusal to renew the licences, nor change in any conditions attached to
the RCHE licences held by us.

We have implemented internal control policies pursuant to which we have assigned
Mr. Billy Yim, our executive Director to collect information on the property market in Hong
Kong on monthly basis in order to maintain record of latest available properties which are
suitable for running care and attention home for acquisition and rental purposes. We
believe that such policies would help us identify suitable acquisition and/or rental targets in
the event that any future relocation is required or that the Possible Acquisition is not
materialised. See “Our Strategies — Continue to expand our network of care and attention
homes in Hong Kong — Horizontal expansion” in this section for further details of the
internal control policies.

WORKPLACE HEALTH AND SAFETY

We are subject to the occupational health and safety requirements under Hong Kong
law. We have instituted internal safety policies and systems with a view to implement and
ensure strict compliance with such requirements. During the Track Record Period, we had
certain workplace accidents which resulted in injuries. For the three years ended 31 March
2016 and the four months ended 31 July 2016, we recorded six, four, seven and two
workplace accidents which involved our employees, respectively. All workplace accidents

- 207 -



BUSINESS

had been reported to the Labour Department. For each of the three years ended 31 March
2016 and the four months ended 31 July 2016, the amount of compensation paid to the
injured employees amounted to approximately HK$0.1 million, HK$0.1 million, HK$0.1
million and HK$400, respectively, which was covered by the relevant insurance maintained
by us.

During the Track Record Period, we did not experience any material claims or
accidents in relation to safety issues or were not involved in any accident causing death or
serious injury in the course of our Group’s business.

Safety management

Due to the nature of our industry, incidents at our care and attention homes may have
detrimental effects on the health and safety of our employees and residents. We have
established standardised workplace safety and health procedures that all our employees are
required to comply with in the operation of our care and attention homes. We have
established and maintained a customised safety management system which emphasises
participation of all of our employees. Such system is formulated with the objective of:

° prevention of accidents, incidents, ill health, occupational diseases and related
risks in respect of our employees and residents;

° compliance with applicable laws, regulations and standards governing the
management of our care and attention homes;

° continual improvement and prevention of accidents/incidents; and

° promotion of safety awareness among employees and residents through
education and training.

We endeavour to comply with all relevant laws and regulations on labour, health and
safety by routine evaluation of the hazards and safety of our care and attention homes and
work out feasible working procedures which are reviewed and updated periodically to
maintain effectiveness. Our safety and management system is monitored by Mr. Edwin Yim,
our executive Director, who oversees the compliance of workplace safety and health
procedures.

LEGAL COMPLIANCE AND LITIGATION

Certain licences are required to be obtained and maintained by our Group for the
operations of our care and attention homes. See “Regulatory overview — Regulations in
relation to the operation of residential care homes for the elderly” in this prospectus for
further details.
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Licences

The following table sets out the existing material requisite licences obtained in
relation to our operations and their respective expiry dates.

Granting/
registration Licence holding Expiration
Licence/permit/certificate authority subsidiary Scope date
1. Licence of Residential Care SWD Pine Care Centre Operation of Pine Care 31 December
Home for the Elderly . . Limited Centre 2017
2. Licence of Residential Care SWD Pacific First Limited ~ Operation of Pine Care 31 May 2018
Home for the Elderly . . (Tak Fung) Elderly
Centre
3. Licence of Residential Care SWD Besting Holdings Operation of New Pine 31 July 2018
Home for the Elderly . . Limited Care Centre
4.  Licence of Residential Care SWD Hinta Enterprises Operation of Pinecrest 31 December
Home for the Elderly . . Limited Elderly Centre 2017
5.  Licence of Residential Care SWD Fitbest Corporation  Operation of Pine Care 31 July 2017
Home for the Elderly . . Limited (Manning) Elderly
Centre
6.  Licence of Residential Care SWD Masswell Operation of Pine Care 31 July 2018
Home for the Elderly . . Development Hong Fai Elderly
Limited Centre
7. Licence of Residential Care SWD Besting Holdings Operation of Pine Care 31 July 2018
Home for the Elderly . . Limited (Lee Foo) Elderly
Centre
8.  Licence of Residential Care SWD Gericare Centre Operation of Pine Care 31 July 2018
Home for the Elderly . . Limited (Po Tak) Elderly
Centre
9.  Licence of Residential Care SWD Gericare Centre Operation of Pine Care 31 July 2018
Home for the Elderly . . Limited (Po Tak Branch)

Elderly Centre

In line with the Early Termination, we expect that our existing licence for the
operation of Pine Care (Po Tak Branch) Elderly Centre will cease to be effective from 31
May 2017.

The type of RCHE authorised to be operated under the RCHE licence held by the
Target Company is the same as that authorised under the existing licence held by us for
Pine Care (Po Tak Branch) Elderly Centre. As the RCHE licence held by the Target Company
will expire on 28 February 2017, the Target Company submitted the application for the
renewal of the RCHE licence held by it to the SWD on 15 December 2016.

After the renewal of the said RCHE licence held by the Target Company and
completion of the Possible Acquisition, if materialised, we will operate the Target RCHE
under the renewed RCHE licence held by the Target Company. Based on our Directors’
understanding, no requirement for obtaining SWD’s prior authorisation, consent or
approval for the change in shareholding of the company holding a RCHE licence is
explicitly stated in the applicable laws and regulations and RCHE Code of Practice. Based on
the enquiry with the SWD, (i) notification to the SWD for the change in, among others, the
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shareholders, directors and/or employees of the company holding a RCHE licence is required
within two weeks after the said changes; and (ii) the validity of RCHE licence held by such
company subject to change in shareholders will not be affected. Shortly after the MOU was
entered into on 4 January 2017, we voluntarily notified the SWD of the entering into of
the MOU and the Possible Acquisition. As the operation of the Target RCHE will commence
after the completion of the Possible Acquisition and the relocation and in light of the
above, our Directors consider that the validity of the RCHE licence held by the Target
Company will not be affected by the Possible Acquisition and the relocation of residents
from Pine Care (Po Tak Branch) Elderly Centre. Our Directors endeavour to keep SWD
informed of any updates on the change in shareholders of the Target Company.

Compliance with laws, regulations and codes of practice

A summary of the key laws and regulations which are applicable to our Group’s
operations is set out in the section headed “Regulatory Overview"” of this prospectus. Save
as disclosed below, during the Track Record Period and up to the Latest Practicable Date,
our Group had complied with the relevant laws and regulations in relation to our business
in all material respects and there were no material breaches or violations of the laws or
regulations applicable to our Group that would have a material adverse effect on our
business or financial condition taken as a whole.

Non-compliance with building-related statutory provisions

During the Track Record Period and up to the Latest Practicable Date, there were
two instances of non-compliance with building-related statutory provisions in respect
of two of our properties (including one self-owned property and one leased property)
in Hong Kong, one of which related to a building order issued by the Building
Authority.
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During the preparatory stage of the Listing, we appointed an authorized person
under the BO (“Authorised Person”) to inspect all of our properties for compliance
with the building-related statutory provisions. An Authorised Person is a person who is
an architect, an engineer or a surveyor registered on a register kept by the Buildings
Department and who is authorised to carry out specified functions under the BO.
Various inspections had been conducted by the Authorised Person who has given his
opinions on the compliance of our properties with the applicable building-related
statutory provisions as at the Latest Practicable Date. Based on the opinions of the
Authorised Person and searches conducted at the Land Registry, as at the Latest
Practicable Date, the Directors believe that our Group was compliant with all such
building-related statutory provisions in all material respects.

Non-compliance with RCH(EP)O, RCH(EP)R and RCHE Code of Practice

As disclosed in “Regulatory Overview — Regulations in relation to the operation
of residential care homes for the elderly — Licensing Office of Residential Care Homes
for the Elderly LORCHE"”, the SWD established the LORCHE for the administration of
the licensing scheme under the RCH(EP)O, the RCH(EP)R and the RCHE Code of
Practice. The LORCHE handles applications and renewal of licences for RCHEs. The
LORCHE is also responsible for monitoring the operation of RCHEs on an ongoing basis
and providing guidance and advice to the operators of RCHEs to ensure that all RCHEs
continuously comply with the licensing requirements stipulated under the RCH(EP)O,
RCH(EP)R and the RCHE Code of Practice.

The LORCHE comprises four professional inspectorate teams, responsible for
conducting inspection in building safety, fire safety, health and care and social work.
The inspectorate teams conduct surprise inspections at RCHEs, covering aspects such as
drug management, personal care services, infection control, handling of accidents,
environmental hygiene, meals and staffing. The LORCHE’'s inspectors conduct
interviews with the residents and their relatives to collect feedback on the services
provided by RCHEs. In addition, officers of the LORCHE conduct audit checks through
surprise inspections at RCHEs randomly assigned to them by computer to ensure the
quality of inspections.

The LORCHE adopts a risk-based approach in conducting inspections and accords
priority to complaints handling. After conducting inspection at an RCHE, the LORCHE
will adjust the frequency of inspections having regard to the number and nature of
non-compliant items identified during the inspection to ensure that the non-compliant
items are timely rectified. RCHEs are required by the LORCHE to rectify irregularities
detected during inspections. Depending on the severity of the irregularities, advisory
or warning letters are issued to non-compliant RCHEs. Under the RCH(EP)O, the SWD
may issue a direction to the RCHE to direct remedial measures. If the RCHE fails to
comply with a direction given, prosecution action may be taken.
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Indemnity from the Controlling Shareholders

Our Controlling Shareholders have executed the Deed of Indemnity in favour of our
Company (for ourselves and as trustee for and on behalf of our subsidiaries) to provide
indemnities in respect of monetary fines, settlement payments and any associated costs and
expenses which would be incurred or suffered by our Group in connection with the
aforesaid non-compliance occurred on or before the Listing Date.

Legal proceedings

From time to time we have been, and may in the future be occasionally, involved in
routine legal proceedings or disputes in the ordinary course of business common to the
industry in which we operate. In carrying out our ordinary course of business, our Group is
subject to the risk of being named as a party in legal actions, claims and disputes in respect
of (i) claims for employees’ compensation by our Group’s employees; and (ii) claims for
personal injury caused by the negligence of our Group.

During the Track Record Period and as at the Latest Practicable Date, no member of
our Group was involved in any litigation, arbitration or claim that could, individually or in
aggregate, have a material adverse effect on our business, financial condition or results of
operations and, so far as our Directors are aware, no such litigation, arbitration or claim is
pending or threatened against any member of our Group, which may have a material
adverse effect on our business, financial condition or results of operations.

INTERNAL CONTROL

Our Board is responsible for establishing our internal control system and reviewing its
effectiveness. In accordance with the applicable laws and regulations, we have established
procedures for developing and maintaining internal control systems. Such systems cover
corporate governance, operations, management, legal matters, finance and auditing, as
appropriate for the needs of our Group. We believe that our internal control systems and
current procedures are sufficient in terms of comprehensiveness, practicability and
effectiveness. However, while our system of rules, policies and procedures are in place, we
cannot guarantee that they are duly implemented as devised, and our employees will not,
in their personal capacity, act in such a way that contravenes our internal control
procedures. We engaged Baker Tilly Hong Kong Risk Assurance Limited, an independent
internal control reviewer (“Internal Control Reviewer”), in February 2016 to assist our
Group in reviewing our internal control system and provide recommendations for
improving our internal control system.
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Having considered the review of our internal control system by the Internal Control
Reviewer, set out below are the major deficiencies, Internal Control Reviewer’s
recommendations and our rectification actions implemented as at the Latest Practicable
Date.

Deficiency

Cases where documents
in respect of admission
and discharge of
residents not properly
kept

Failure to fulfil
obligation of employers
to furnish employee
information to the
Inland Revenue
Department

Cases where documents
in respect of insurance
not properly kept

Inconsistent medicine
checking procedures
among different
residential elderly care
centres

Internal Control Reviewer’s
recommendation

It is recommended that the
documents for admission and
discharge of residents as well as
the breakdown of monthly
income should be properly kept
and filed at all our care and
attention homes.

It is recommended that our
Group should prepare and
submit both 56E and 56F forms
to the Inland Revenue
Department to ensure
compliance with requirements
of section 52(4) and 52(5) of the
Inland Revenue Ordinance.

It is recommended that our
Group should properly keep and
file the documents in respect of
insurance.

It is recommended that
procedures of medicine checking
should be carried out
consistently by all nine of our
care and attention homes. The
opened medicine should be
checked by the nursing station
on a weekly basis with signature
as written evidence of checking,
and the home manager or vice
home manager should perform
random check and sign off as
evidence of review.
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Rectification action

Our Group had
implemented the
recommendation as at
the Latest Practicable
Date.

Our Group had
implemented the
recommendation as at
the Latest Practicable
Date.

Our Group had
implemented the
recommendation as at
the Latest Practicable
Date and adopted a
policy and procedure
over insurance
documentation
management in April
2016.

Our Group has adopted
procedures for medicine
checking since May
2016.
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The Internal Control Reviewer has conducted a follow-up review and confirmed that
our Group has implemented all the above recommendations to help prevent re-occurrence
of deficiencies. As our business continues to expand, we will refine and enhance our
internal control systems to respond to the evolving requirements of our expanded
operations as appropriate. We will continue to review our internal control systems to
ensure compliance with Hong Kong regulatory requirements.

To prevent recurrence of non-compliance incidents as set out in the paragraph headed
“Legal compliance and litigation — Compliance with Laws and Regulations” in this section,
we have adopted the following measures:

(i)

(if)

(iii)

(iv)

(v)

(vi)

our Directors and senior management attended training sessions on applicable
laws and regulations, including the Listing Rules, provided by our legal adviser
prior to Listing. We will continue to arrange various trainings to be provided by
the legal adviser engaged by us from time to time and/or any appropriate
accredited institution to update the knowledge of our Directors, senior
management and relevant employees on the relevant laws and regulations;

we have appointed Mr. Chan Yip Keung as our company secretary. See “Directors
and Senior Management” in this prospectus for further details of the biographical
information of Mr. Chan Yip Keung. Our Directors believe that our Company will
be able to draw on his expertise and experience with respect to compliance with
applicable legal and financial reporting requirements;

we have established an internal compliance team in August 2016 which is
responsible for, among others, overseeing our Group's compliance with the
relevant laws and regulations applicable to our Group and the Listing Rules,
formulating internal control policies or rectification recommendations for our
Group to implement, and monitoring the implementation of, the aforesaid
internal control policies and rectification of recommendations by our Group. The
internal compliance team is led by Mr. Billy Yim, our Company’s chief executive
officer and executive Director and other members of our internal compliance
team include an executive Director, an independent non-executive Director and a
member of our senior management namely Mr. Chan Yip Keung, Dr. Liu Yuk
Shing and Ms. Yam Hau Kam respectively. See “Directors and Senior
Management” in this prospectus for further details of the biographical
information of members of our internal compliance team. We have also
maintained a set of the relevant laws and regulations applicable to the
operations of our Group which is distributed to all departments;

we have engaged the Internal Control Reviewer in February 2016 to assist our
Group in reviewing our internal control system and provide recommendations for
improving our internal control system;

we have appointed Guotai Junan as our compliance adviser with effect from the
date of Listing to advise on ongoing compliance with the Listing Rules issues and
other applicable securities laws and regulations in Hong Kong;

we will provide our senior management and employees with policies, training

and/or updates regarding the legal and regulatory requirements applicable to the
business operations of our Group from time to time; and
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(vii) we have also established an audit committee comprising three independent non-
executive Directors as part of our measures to improve corporate governance. The
primary duties of the audit committee are to provide our Directors with an
independent review of the effectiveness of the financial reporting process,
internal control and risk management system of our Group, to oversee the audit
process and to perform other duties and responsibilities as assigned by our
Directors.

Our Directors confirmed that (i) as at the Latest Practicable Date, our Group had fully
implemented all the above mentioned enhanced internal control measures to ensure
compliance with requirements under the RCHE Licenses and the EBPS Agreements; and (ii)
since the implementation of the above mentioned enhanced internal control measures and
up to the Latest Practicable Date, our Group had not been involved in any breach of the
requirements under the RCHE Licenses and the EBPS Agreements.

VIEWS OF OUR DIRECTORS AND THE SOLE SPONSOR

Based on the above, our Directors are of the view that the non-compliance incidents
disclosed above were due to inadvertent oversight and did not involve any element of
fraud or dishonesty and we have taken all reasonable steps to establish a proper internal
control system to prevent future non-compliance with the relevant laws and regulations
and that such non-compliance incidents have not resulted, and are not expected to result,
in any material impact on our financial conditions and results of operations. Further, in
light of the following:

(i) with the occurrence of these incidents, our Directors are minded and alert to any
issues that might result in any non-compliance;

(ii) since the implementation of the enhanced internal control measures and up to
the Latest Practicable Date, our Directors confirmed that our Group had not been
involved in any breach of applicable rules and regulations other than the non-
compliance incidents as disclosed above; and

(iii) our Directors are aware of the requirements and obligations as directors of a
listed issuer pursuant to the Listing Rules and have undertaken to observe and
comply with all the relevant rules and regulations,

our Directors are of the view, and the Sole Sponsor concurs, that our Company has taken
reasonable steps to establish internal control system and procedures to enhance the control
environment at both working and monitoring levels, and the Enhanced Internal Control
Measures adopted by our Group are adequate and effective.
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In addition, in light of the fact that during the Track Record Period and up to the
Latest Practicable Date, our Group (i) had not experienced any prosecution, cancellation or
temporary suspension of the relevant RCHE licence, refusal to renew the licence, nor
change in any conditions attached to the RCHE licences; (ii) had not experienced any
reductions in the total number of residential care places purchased by the SWD pursuant to
the EBPS in respect of our care and attention homes nor refusal to renew the EBPS
Agreements; and (iii) had, save as in respect of the warning letter received by Pine Care (Po
Tak) Elderly Centre which our Group had submitted an application to revoke, rectified the
subject matters in all warning letters and verbal warning. Our Directors are of the view
that the warning letters and verbal warning issued by the SWD during the Track Record
Period will not have a material impact on the renewal of the relevant RCHE licences and
the EBPS Agreements.
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You should read this section in conjunction with our consolidated financial
information, including the notes thereto, as set out in “Appendix | — Accountants’
Report” to this prospectus. The consolidated financial information has been prepared in
accordance with HKFRSs.

The following discussion and analysis contains forward-looking statements that
involve risks and uncertainties. These statements are based on assumptions and analysis
made by us in light of our experience and perception of historical trends, current
conditions and expected future developments, as well as other factors we believe are
appropriate under the circumstances. However, our actual results may differ significantly
from those projected in the forward-looking statements. Factors that might cause future
results to differ significantly from those projected in the forward-looking statements
include those discussed in the section headed “Risk Factors” of this prospectus.

OVERVIEW

We are a leading operator of residential care homes for the elderly in Hong Kong
offering a comprehensive range of residential care services for the elderly including: (i) the
provision of residence, professional nursing and caretaking services, nutritional
management, medical services, physiotherapy services, psychological and social care and
individual care plans; and (ii) sale of elderly home related goods and provision of health
care services.

Our Group has been operating care and attention homes in Hong Kong since 1989. In
2015, we were the second largest private RCHE operator in Hong Kong with a market share
of approximately 3.0% in terms of revenue, and the largest private RCHE operator
participating in the EBPS in Hong Kong in 2015 with a market share of approximately 9.3%
in terms of number of EBPS places, according to the Ipsos Report. As at the Latest
Practicable Date, we had a network of nine care and attention homes with 1,218 residential
care places operating across five districts in Hong Kong under the brand name of “Pine
Care Group”, most of which are located near MTR stations, prime locations proximal to
public transportation hubs, shopping plazas or residential areas. See “Business — Our Care
and Attention Homes"” in this prospectus for further details. Through our network of care
and attention homes in Hong Kong, we generate our revenue in a growing market with
strong demand for residential care services. According to the Ipsos Report, there is a
surging demand for care services in residential care homes for the elderly in Hong Kong
due to an aging population, an increase in incidence of chronic diseases and physiological
deterioration among elders and a high institutionalisation rate in Hong Kong.

All of our care and attention homes have participated in the Enhanced Bought Place
Scheme pursuant to which the SWD purchased up to 747 of our 1,218 residential care
places during the Track Record Period and up to the Latest Practicable Date. As at the
Latest Practicable Date, under the Enhanced Bought Place Scheme, six of our care and
attention homes were classified as EA1, while three of our care and attention homes were
classified as EA2.

Our total revenue for the three years ended 31 March 2016 and the four months

ended 31 July 2016 were approximately HK$147.9 million, HK$163.8 million, HK$172.7
million and HK$59.3 million, respectively. Our operating profit from continuing operations,
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being profit for the year from continuing operations before other income and gains, other
expenses, listing expenses, finance costs and income tax expenses, were approximately
HK$23.6 million, HK$28.5 million, HK$36.8 million and HK$14.1 million for the three years
ended 31 March 2016 and the four months ended 31 July 2016, respectively. Our profit for
the year from continuing operations for the three years ended 31 March 2016 and the four
months ended 31 July 2016 were approximately HK$14.3 million, HK$42.8 million, HK$25.8
million and HK$13.6 million, respectively.

BASIS OF PRESENTATION AND PREPARATION

Our Company was incorporated in the Cayman Islands on 18 August 2015 as an
exempted company with limited liability under the Cayman Companies Law. In preparation
for the Listing, our Group underwent the Reorganisation. For further details of the
Reorganisation, please refer to the section headed "History, Development and
Reorganisation” of this prospectus. As a result of the Reorganisation, our Company became
the holding company of the companies now comprising our Group.

Our Company became the holding company of the subsidiaries now comprising our
Group on 24 May 2016. As the Reorganisation involved in inserting new holding entities at
the top of an existing company and has not resulted in any change of economic substance,
the Financial Information for the Track Record Period has been presented as a continuation
of the existing company using the pooling of interests method.

Accordingly, the consolidated statements of profit or loss, the consolidated statements
of comprehensive income, the consolidated statements of changes in equity and
consolidated statements of cash flows of our Group are prepared as if the current group
structure had been in existence throughout the Track Record Period. The consolidated
statements of financial position as at 31 March 2014, 2015 and 2016 and 31 July 2016
present the assets and liabilities of the companies now comprising our Group, as if the
current group structure had been in existence at those dates.

All intra-group assets, liabilities, equity, income, expenses and cashflows relating to
transactions between members of our Group are eliminated in full on consolidation. For
more information on the basis of presentation and preparation of our consolidated
financial information included herein, please refer to notes 2.1 and 2.2 to the Accountants’
Report in Appendix | to this prospectus.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations and financial performance have been and will continue to be
affected by a number of factors, many of which may be beyond our control, including
those factors set out in the section headed “Risk Factors” of this prospectus and those set
forth below.

A significant portion of our revenue was contributed by the SWD

We generated our revenue substantially from participating in the EBPS pursuant to
which the SWD purchased up to 747 of our 1,218 residential care places during the Track
Record Period and up to the Latest Practicable Date, representing 61.3% of our total
number of residential care places as at the Latest Practicable Date. For the three years
ended 31 March 2016 and the four months ended 31 July 2016, our revenue generated
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from the payment of the base rate by the SWD under the EBPS accounted for
approximately 47.4%, 50.5%, 50.1% and 49.9% of our total revenue, respectively. Our
revenue is affected by the number of residential care places purchased by the SWD, which
in turn are affected by our ability to meet the entry requirements of the Enhanced Bought
Place Scheme, including but not limited to the requirements on space standard and staffing
as well as service quality.

Demand for our services

The demand for our services is mainly driven by, including but not limited to, (i) the
increasing population, old-age dependency ratio and institutionalisation rate; (ii) our
quality of services; and (iii) proximity of our centres to transportation hubs. According to
the Ipsos Report, the trend of an aging population and the increase of the old-age
dependency ratio is expected to persist up to 2020. The old-age dependency ratio has
increased from approximately 17.7% in 2011 to approximately 21.0% in 2015, and is
forecasted to reach approximately 26.5% by 2020. The increasing old-age dependency ratio
together with the high institutionalisation rate resulted in a surging demand for RCHE
places in Hong Kong. Also, as all of our nine care and attention homes are classified as
either EA1 or EA2 under the EBPS, the quality of our services is maintained by enhanced
staff ratio and per capita space standards compared to our peers. Together with the prime
locations of our care and attention homes, the demand for our services was high as
reflected by our average monthly occupancy rates of approximately 92.7%, 93.5%, 94.3%
and 95.0% for the three years ended 31 March 2016 and the four months ended 31 July
2016, respectively.

We believe that the demand for our services and, hence, our revenue will continue to
be affected by the above factors in the future. Thus, any changes to these factors may
affect our revenue and results of operations.

Occupancy rate and monthly residential fee

Our Group's revenue was primarily affected by the average monthly occupancy rate
and the monthly residential fee. During the Track Record Period, our revenue increased due
to both the increase in the average monthly occupancy rate and the monthly residential fee
for our services. The table below sets forth the breakdown of our revenue from rendering
of elderly home care services.
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Notes:

(1)  The monthly occupancy rate is calculated by dividing the number of beds occupied as at the month end by
the number of beds available at our care and attention homes as at the relevant month end. The average
monthly occupancy for the year/period is calculated by dividing the sum of the monthly occupancy rates by
the total number of months in that year/period. During the year ended 31 March 2014, the total number of
residential care places purchased from our Group by the SWD under EBPS increased from 718 places to 747
places gradually.

(2) The monthly residential fee in respect of residential care places purchased by the SWD under the EBPS is
calculated as follows: the sum of (i) the total monthly revenue generated from the payment of the base rate
by the SWD under the EBPS on a committed basis during the relevant month; and (ii) the total monthly
revenue generated from the payment of the monthly residential fee by the residents under the EBPS during
the relevant month, and such sum to be divided by the actual number of residential care places purchased by
the SWD under the EBPS during the relevant month. The average monthly residential fee in respect of
residential care places purchased by the SWD under the EBPS for the year/period is calculated by dividing the
sum of monthly residential fee in respect of residential care places purchased by the SWD under the EBPS by
the total number of months in that year/period.

The monthly residential fee in respect of residential care places purchased by individual customers is equal to
the total revenue generated from residential care places purchased by individual customers during the
relevant month divided by the number of residential care places purchased by individual customers during
the relevant month. The average monthly residential fee in respect of residential care places purchases by
individual customers for the year/period is calculated by dividing the sum of the monthly residential fee in
respect of residential care places purchased by individual customers by the total number of months in that
year/period.

The monthly residential fee is equal to the total revenue during the relevant month divided by the number
of residential care places purchased by our residents during the relevant month. The average monthly
residential fee in respect of residential care places for the year/period is calculated by dividing the sum of
the monthly residential fee in respect of residential care places purchased by our residents by the total
number of months in that year/period.

Our average monthly occupancy rate was approximately 92.7%, 93.5%, 94.3% and
95.0% for the three years ended 31 March 2016 and the four months ended 31 July 2016,
respectively; while the average monthly residential fee increased by approximately 9.6%
from approximately HK$9,318 per place for the year ended 31 March 2014 to
approximately HK$10,215 for the year ended 31 March 2015, further increased by
approximately 4.4% to HK$10,665 for the year ended 31 March 2016 and further increased
by approximately 3.3% to HK$11,015 for the four months ended 31 July 2016 due to a
general upward price adjustment of our services by the SWD and the upward price
adjustment to our individual customers with reference to the inflation rate of Hong Kong.
Our Directors are of the view that such increase reflects the recognition of the quality of
our services and the rising demand in the RCHE industry in Hong Kong.

We believe that our revenue will continue to be mainly affected by the average
monthly occupancy rate and average monthly residential fee in the future. Thus, any
changes to the two factors may affect our revenue and results of operations.

Our pricing policy in response to the changing market conditions
During the Track Record Period, our Group's customers primarily consisted of three
groups, namely (i) the SWD with which we entered into contractual arrangements pursuant

to which the SWD purchased residential care places from our Group under the EBPS; (ii)
individual customers who settled their own residential fee entirely by themselves; and
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those who were subsidised by the SWD under the EBPS but settled the unsubsidised portion
by themselves; and (iii) a public hospital which purchased residential care places from our
Group. Our contracts with the SWD are on an agreed fixed rate with a cost fluctuation
clause which provides for adjustments based on the annual inflation rate of Hong Kong.
Residents enrolled under the EBPS were also required to pay a monthly residential fee,
which amounts to HK$1,707 for EA1 homes and HK$1,603 for EA2 homes during the Track
Record Period.

In deciding the average monthly residential fee for each of our care and attention
homes, we take into account the cost of operations, cost of leasing of the premises, staff
costs, market price range charged by our competitors and inflation. The average monthly
residential fee for each of our care and attention homes also depends on the ability of our
Group to continue to reach the target customers and to pass on the cost increase to our
customers. Further details of our pricing policy are set out in the paragraph headed
“Business — Pricing of our services and payment terms” of this prospectus. If we fail to
attract the target customers or to adjust our pricing strategy in response to the changing
market environment, the operating results and financial performance of our Group could
be affected.

Economic conditions of Hong Kong

All of our care and attention homes are located in Hong Kong, the results of our
operations are vulnerable to the economy of Hong Kong. Therefore, if Hong Kong
experiences any adverse economic conditions due to circumstances beyond our control, such
as local economic downturn, natural disasters, contagious disease outbreaks or terrorist
attacks, our overall business and results of operations may be materially and adversely
affected.

Regulations and policies of the RCHE industry in Hong Kong

Our operation is mainly governed by the RCH(EP)O and its subsidiary legislation, the
RCH(EP)R. Our operation is also subject to certain legislations, general rules and regulations
in relation to building safety, fire safety, labour, physiotherapists, registered nurses and
disposal of chemical and clinical wastes. Any changes to the regulations or compliance
standards may impose possible restrictions on our operation and, thus, our financial
performance in case of any failure to promptly and effectively adapt to such changes. Also,
we may incur extra compliance costs as regulations evolve in the future. This may increase
our operating costs and, hence lower our profit.

Also, our operation is subject to policies of the RCHE industry in Hong Kong. As stated
in the Policy Address 2016, we may be benefited from the policies such as more subsidised
places for residential care services to meet the long-term care needs of frail elderly persons
being provided by the Hong Kong Government and existing EA2 centres of the EBPS being
converted to EA1 centres which are of higher quality. On the other hand, according to the
Ipsos Report, our operations may be adversely affected by other schemes introduced by the
Hong Kong Government, such as the Pilot Residential Care Service Scheme in Guangdong
(Guangdong Scheme), which provide elderly options to consider choosing to live in RCHEs
in China. As such, the quality of our care and attention homes and occupancy rates may be
affected by certain policies imposed by the Hong Kong Government, which hence, may
affect our results of operations.
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See section “Industry Overview” in this prospectus for details of the policies and
schemes introduced by the Hong Kong Government.

Staff costs

RCHE operations are labour intensive and staff costs were the largest component of
our operating expenses incurred during the Track Record Period and had a significant
impact on our profitability. Our success, to a considerable extent, depends upon our ability
to attract, motivate, train and retain our qualified employees including home managers,
registered nurses, enrolled nurses, physiotherapists, health workers and care workers. As
employee attrition levels tend to be higher in the RCHE industry, we offer competitive
remuneration packages, career development and promotion opportunities to our staff. Our
staff costs amounted to approximately HK$67.0 million, HK$72.5 million, HK$76.2 million
and HK$24.3 million for the three years ended 31 March 2016 and the four months ended
31 July 2016, respectively, representing approximately 45.3%, 44.3%, 44.1% and 41.0% of
our revenue for the respective year/period. Our staff costs as a percentage of our revenue
remained stable during the Track Record Period.

In view of the local labour laws on minimum wage, the statutory minimum wage in
Hong Kong increased from HK$30.0 per hour in May 2013 to HK$32.5 per hour in May
2015. The salary level in the RCHE industry in Hong Kong is expected to maintain an
upward trend. We believe the resulting upward pressure on our staff costs as a percentage
of total revenue could be mitigated by (i) increasing the productivity of our staff and
enhancing our efficiency through providing various on-the-job training programs; (ii)
minimising staff turnover by implementing various employee retention initiatives to
promote employee loyalty and motivate the employees; and (iii) optimising staff mix by
internal promotions, transfers and re-allocations of employees from our existing care and
attention homes.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations in
staff costs on (i) our profit before tax from continuing operations and (ii) our profit for the
year from continuing operations during the Track Record Period. Hypothetical fluctuations
are assumed to be within the range of 5%, 10% and 15% for the three years ended 31
March 2016 and the four months ended 31 July 2016, which correspond to the range of
historical fluctuations of our staff costs incurred during the Track Record Period.

Hypothetical fluctuation . . . . . +5% -5% +10% -10% +15% -15%
Impact on certain consolidated statements of profit or loss items for the year ended 31
March 2014

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000

Change in staff costs. .. ... .. 3,350 (3,350) 6,700 (6,700) 10,049 (10,049)

Change in profit before tax

from continuing operations . (3,350) 3,350 (6,700) 6,700 (10,049) 10,049
Change in profit for the year

from continuing operations . (2,797) 2,797 (5,594) 5,594 (8,391) 8,391
Hypothetical fluctuation . . . . . +5% -5% +10% -10% +15% -15%
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Impact on certain consolidated statements of profit or loss items for the year ended 31

March 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Change in staff costs. .. ... .. 3,624 (3,624) 7,249 (7,249) 10,873 (10,873)
Change in profit before tax
from continuing operations . (3,624) 3,624 (7,249) 7,249 (10,873) 10,873
Change in profit for the year
from continuing operations . (3,026) 3,026 (6,053) 6,053 (9,079) 9,079
Hypothetical fluctuation . . . .. +5% -5% +10% -10% +15% -15%

Impact on certain consolidated statements of profit or loss items for the year ended 31

March 2016
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$°'000
Change in staff costs. .. ... .. 3,810 (3,810) 7,619 (7,619) 11,429 (11,429)
Change in profit before tax
from continuing operations . (3,810) 3,810 (7,619) 7,619 (11,429) 11,429
Change in profit for the year
from continuing operations . (3,181) 3,181 (6,362) 6,362 (9,543) 9,543
Hypothetical fluctuation. . . .. +5% -5% +10% -10% +15% -15%

Impact on certain consolidated statements of profit or loss items for the four months
ended 31 July 2016

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

Change in staff costs. .. ... .. 1,215 (1,215) 2,430 (2,430) 3,645 (3,645)
Change in profit before tax

from continuing operations . (1,215) 1,215 (2,430) 2,430 (3,645) 3,645
Change in profit for the period

from continuing operations . (1,015) 1,015 (2,029) 2,029 (3,043) 3,043

Property rental and related expenses

As at the Latest Practicable Date, four of our care and attention homes and a portion
of the third floor of Pine Care (Tak Fung) Elderly Centre were leased by us from
Independent Third Parties. The costs of leasing and maintaining our care and attention
homes and staff dormitories are reflected in our property rental and related expenses. The
changes in rental expenses will have a direct impact on our profitability. Our property
rental and related expenses amounted to approximately HK$13.9 million, HK$15.8 million,
HK$16.6 million and HK$5.7 million for the three years ended 31 March 2016 and the four
months ended 31 July 2016, respectively, representing approximately 9.4%, 9.7%, 9.6% and
9.7% of our revenue for the respective year/period. Our property rental and related
expenses vary depending on the size and location of our care and attention homes.
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During the Track Record Period, the rent under two of the leases of our care and
attention homes was equal to either a specified fixed amount or a contingent amount
calculated based on a fixed percentage of 10% of the monthly turnover if the monthly
turnover exceeds a certain amount, depending on the specific terms of the relevant lease
agreements. As at the Latest Practicable Date, we had entered into the Pine Care Place
Tenancy Agreement pursuant to which we are required to pay the rent determined as a
sum of specific fixed amount and a contingent amount calculated based on a fixed
percentage of 25% of the monthly turnover if the monthly turnover exceeds a certain
amount. Prior to our Group entering into a lease, we will consider whether it is a fixed or
contingent term, as a percentage of our expected revenue to be derived by the care and
attention homes in question, and whether the rental is within the range acceptable to us,
taking into account the expected occupancy rate and monthly residential fee. As we intend
to open a new care and attention home under the Pine Care Place Development Plan
through leasing, we expect our property rental and related expenses for our operations to
increase generally in the future.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations in
property rental and related expenses on (i) our profit before tax from continuing
operations and (ii) our profit for the year from continuing operations during the Track
Record Period. Hypothetical fluctuations are assumed to be within the range of 5%, 10%
and 15% for the three years ended 31 March 2016 and the four months ended 31 July
2016, which correspond to the range of historical fluctuations of our property rental and
related expenses incurred during the Track Record Period.

Hypothetical fluctuation . . +5% -5% +10% -10% +15% -15%

Impact on certain consolidated statements of profit or loss items for the year ended 31
March 2014

HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000

Change in property rental

and related expenses. . . 697 (697) 1,394 (1,394) 2,091 (2,091)
Change in profit before tax

from continuing

operations. . . ........ (697) 697 (1,394) 1,394 (2,091) 2,091
Change in profit for the

year from continuing

operations. . . ........ (582) 582 (1,164) 1,164 (1,746) 1,746

Hypothetical fluctuation . . +5% -5% +10% -10% +15% -15%
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Impact on certain consolidated statements of profit or loss items for the year ended 31
March 2015

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Change in property rental

and related expenses. . . 791 (791) 1,581 (1,581) 2,372 (2,372)
Change in profit before tax

from continuing

operations. . . ... ..... (791) 791 (1,581) 1,581 (2,372) 2,372
Change in profit for the

year from continuing

operations . . ......... (660) 660 (1,320) 1,320 (1,980) 1,980

Hypothetical fluctuation . . +5% -5% +10% -10% +15% -15%

Impact on certain consolidated statements of profit or loss items for the year ended 31
March 2016

HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$’000

Change in property rental

and related expenses. . . 829 (829) 1,657 (1,657) 2,486 (2,486)
Change in profit before tax

from continuing

operations........... (829) 829 (1,657) 1,657 (2,486) 2,486
Change in profit for the

year from continuing

operations........... (692) 692 (1,384) 1,384 (2,076) 2,076

Hypothetical fluctuation . . +5% -5% +10% -10% +15% -15%

Impact on certain consolidated statements of profit or loss items for the four months
ended 31 July 2016

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Change in property rental

and related expenses. . . 286 (286) 572 (572) 858 (858)
Change in profit before tax

from continuing

operations........... (286) 286 (572) 572 (858) 858
Change in profit for the

period from continuing

operations........... (239) 239 (478) 478 (717) 717

Means and cost of financing
Our operation of care and attention homes is capital intensive. During the Track

Record Period, we funded our operations mainly from our own internal funds from
operating activities, external financings from bank borrowings and advances from related
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companies, our Directors and Shareholders. The accessibility of bank borrowings depends
on our creditworthiness and the amount of pledged assets. During the Track Record Period,
our interest-bearing bank and other borrowings carried at variable rates amounted to
approximately HK$292.7 million, HK$268.1 million, HK$198.6 million and HK$194.8 million
as at 31 March 2014, 2015 and 2016 and 31 July 2016, respectively. Our total finance costs
amounted to approximately HK$5.9 million, HK$5.7 million, HK$4.8 million and HK$1.3
million for the three years ended 31 March 2016 and the four months ended 31 July 2016,
representing approximately 4.0%, 3.5%, 2.8% and 2.2% of our revenue, respectively. Any
changes in interest rates may affect our cost of financing and, thus, our results of
operation.

Ability to maintain established reputation in the RCHE industry in Hong Kong

We consider that our Group’s success depends to a significant extent on the
recognition of our brand and reputation in the RCHE industry as a reliable service provider.
Maintaining our established reputation may help to increase our customer base and
occupancy rate which have a direct impact on our revenue. Our reputation is mainly built
on the satisfaction of our residents which is highly affected by our quality of services. With
our experienced staff and our care and attention homes located in transportation hubs, we
strive to provide quality services with proximity to access which may in turn enhance our
results of operations. Any incident which has an adverse effect on our reputation may
adversely affect the demand of our services and our results of operations.

SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ESTIMATES AND JUDGEMENT

We have identified certain accounting policies that are significant to the preparation
of our Group’s consolidated financial information. Some of our accounting policies involve
subjective assumptions and estimates, as well as complex judgments relating to accounting
items. In each case, the determination of these items requires management judgments
based on information and financial data that may change in future periods. When
reviewing our financial information, you should consider: (i) our selection of accounting
policies; (ii) the judgments and other uncertainties affecting the application of such
policies; and (iii) the sensitivity of reported results to changes in conditions and
assumptions. For our accounting estimates on impairment of goodwill and deferred tax
assets, we had not noted any material difference of our estimates from the actual results
during the Track Record Period. Also, we had not experienced any significant change in
estimates and its underlying assumptions in the past. The method and assumptions on such
estimates will unlikely be changed in the future. Our significant accounting policies,
estimates and judgements, which are important for an understanding of our financial
condition and results of operations, are set forth in details in notes 3 and 4 to the
Accountants’ Report in Appendix | to this prospectus.
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RESULTS OF OPERATIONS

The following table summarises the consolidated statements of profit or loss during
the Track Record Period, details of which are set out in the Accountants’ Report in
Appendix | to this prospectus.

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$'000 %  HK$'000 %  HK$'000 % HK$'000 %  HK$'000 %
(unaudited)

Continuing operations
Revenue ............. 147,937 100.0 163,785  100.0 172,749  100.0 56,887  100.0 59,275  100.0
Other income and gains. . . . 4,324 2.9 25,804 158 5,353 31 6,516 115 9,062 15.3
Depreciation . . ... ...... (11,151) (1.5 (8,612 (5.3)  (8,721) (5.0) (2,925) (5.1)  (2,666) (4.5)
Staff costs . . .......... (66,995) (45.3) (72,486) (44.3) (76,190) (44.1) (25,232 (44.4) (24,299 (41.0)
Property rental and related

EXPENSES . . ... ... (13,939) (9.4) (15,810) (9.7) (16,573) (9.6) (5,388) (9.5) (5722 9.7)
Food and beverage costs . . . (7,823) (5.3)  (8,271) (5.00 (8,518) (4.9) (2,695) 47 (2,701) (4.6)
Utility expenses. .. ...... (6,244) 42 (6,932 (4.2)  (7,051) (4.1) (2,777) (49 (2,890 (4.9)
Supplies and consumables. . . (5,359) (3.6)  (5,475) (3.3)  (5,630) (33) (2,034) (3.6)  (1,837) 3.1
Repair and maintenance. . . . (1,962) (1.3)  (1,586) (1.00  (1,344) (0.8) (521) (0.9) (718) (1.2)
Other operating expenses. . . (10,886) (7.4) (16,067) (9.8) (11,909) (6.9 (4,383) (7.7 (4,307) (1.3)
Other expenses . . . ... ... (4,334) (2.9 - 0.0  (4,593) 2.7) (1,537) (2.7) (964) (1.6)
Listing expenses. . . ... ... - 0.0 - 0.0 (1,648) (1.0) 0.0 (4,881) (8.2)
Finance costs. . .. ....... (5,892) (4.00  (5705) (3.5 (4,820) (2.8) (1,687) (3.0 (1,325 (2.2)
Profit before tax from

continuing operations . . . 17,676 12.0 48,645 29.7 31,105 17.9 14,224 25.0 16,027 21.0
Income tax expense ... ... (3,392) 23) (5893 (3.6) (5,285 (3.0) (2,192) (3.8)  (2,426) (4.1)

Profit for the year/period

from continuing operations 14,284 9.7 42,752 26.1 25,820 14.9 12,032 212 13,601 22.9
Discontinued operations
Profit for the year/period from

discontinued operations . . 850 06 1,791 1.1 1,435 0.8 902 15 1,047 1.8

Profit for the year/period. . . 15,134 103 44,543 212 27,255 15.7 12,934 22.7 14,648 24.7
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DESCRIPTION OF SELECTED ITEMS IN CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
Continuing operations
Revenue

We generated our revenue from (i) rendering of elderly home care services; and (ii)
sales of elderly home related goods and provision of health care services in Hong Kong
during the Track Record Period. Our revenue generated from rendering of elderly home
care services during the Track Record Period was derived from the provision of, among
others, residence, professional nursing and care taking services, nutritional management,
medical services, psychological and social care and individual care plans in Hong Kong. Our
revenue generated from sales of elderly home related goods and provision of health care
services during the Track Record Period was derived from sales of, including but not limited
to diapers, nutritional milk, medical gloves, feeding bags and pH indicator, to our residents
on an as-needed basis and provision of physiotherapy services at our physiotherapy clinic to
walk-in customers. During the Track Record Period, all of our revenue was generated in
Hong Kong.

The following table sets forth the breakdown of our revenue from rendering of
elderly home care services, and sales of elderly home related goods and provision of health
care services for the periods indicated.

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$'000 %  HK$'000 %  HK$'000 % HK$'000 %  HK$'000 %
(unaudited)

Rendering of elderly home
care services
— residential care places
purchased by the SWD
under the EBPS (Note). . 84,464 57.1 97,460 59.5 101,237 58.6 33,746 593 34,561 58.3
— residential care places
purchased by individual
customers. .. ... .. .. 40,542 21.4 41,560 254 44,965 26.0 14,370 253 16,123 21.2
— residential care places
purchased by the public
hospital . . .. ....... — — 470 03 17 04 199 03 295 0.5

125,006 84.5 139,490 85.2 146,919 85.0 48,315 849 50,979 86.0
Sale of elderly home related
goods and provision of
health care services. . . . . 22,931 15.5 24,295 14.8 25,830 15.0 8,572 151 829 14.0

Total ............... 147,937 _ 100.0 163,785 _ 100.0 172,749 _ 100.0 56,887 _ 100.0 _ 59,275 _ 100.0

Note: Such revenue was generated from the payment of base rate by the SWD under the EBPS and the monthly
residential fee by the residents who participated in the EBPS.
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Rendering of elderly home care services

During the Track Record Period, our Group's customers primarily consisted of three
groups, namely, (i) the SWD with which we entered into contractual arrangements
pursuant to which the SWD purchased residential care places from our Group under the
EBPS; (ii) individual customers who settled their own residential fee entirely by themselves;
and those who were subsidised by the SWD under the EBPS but settled the unsubsidised
portion by themselves; and (iii) a public hospital which purchased residential care places
from our Group. As at the Latest Practicable Date, under the EBPS, six of our care and
attention homes were classified as EA1, while three of our care and attention homes were
classified as EA2. Under the EBPS, the SWD purchased up to 747 of our 1,218 residential
care places during the Track Record Period and up to the Latest Practicable Date.
Participants of the EBPS are partially subsidised by the SWD. For the three years ended 31
March 2016 and the four months ended 31 July 2016, the monthly base rate for our
residents enrolled under the EBPS payable by the SWD was (i) HK$8,770, HK$9,978,
HK$10,427 and HK$10,709 respectively, in relation to EA1 care and attention homes located
in Hong Kong and Kowloon; (ii) HK$8,047, HK$9,454, HK$9,879 and HK$10,146 respectively,
in relation to EA1 care and attention homes located in New Territories; and (iii) HK$6,577,
HK$7,692, HK$8,038 and HK$8,255 respectively, in relation to EA2 care and attention
homes located in Hong Kong or Kowloon. Our residents enrolled under the EBPS were
required to pay a monthly residential fee, which amounted to HK$1,707 for EA1 care and
attention homes and HK$1,603 for EA2 care and attention homes, during the Track Record
Period. The revenue generated from the payment of base rate by the SWD under the EBPS
and the monthly residential fee by the residents who participated in the EBPS, accounted
for approximately 57.1%, 59.5%, 58.6% and 58.3% of our total revenue for the three years
ended 31 March 2016 and the four months ended 31 July 2016, respectively. The revenue
generated from residential care places purchased by individual customers accounted for
approximately 27.4%, 25.4%, 26.0% and 27.2% of our total revenue for the three years
ended 31 March 2016 and the four months ended 31 July 2016, respectively. The revenue
generated from residential care places purchased by the public hospital accounted for
approximately nil, 0.3%, 0.4% and 0.5% of our total revenue for the three years ended 31
March 2016 and the four months ended 31 July 2016, respectively. The following tables set
forth the breakdown of our revenue from rendering of elderly home care services by
classification of elderly homes under the EBPS.
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Sale of elderly home related goods and provision of health care services

During the Track Record Period, revenue from sale of elderly home related goods and
provision of health care services represented sale of goods to our residents, including but
not limited to diapers, nutritional milk, medical gloves, feeding bags and pH indicator
strips, and provision of physiotherapy services to walk-in customers. The following table
sets forth the breakdown of our average spending on elderly home related goods per
resident for the periods indicated:

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(unaudited)

Sale of elderly home related

goods .................. 22,734 24,195 25,752 8,545 8,268
Provision of health care services 197 100 78 27 28
Total..................... 22,931 24,295 25,830 8,572 8,296
Average number of residents . . 1,118 1,138 1,148 1,129 1,158

Average spending on elderly
home related goods per
resident per year/period (HKS$) 20,335 21,261 22,432 7,569 7,140

Our revenue from sale of elderly home related goods and provision of health care
services amounted to HK$22.9 million, HK$24.3 million, HK$25.8 million and HK$8.3 million
for the three years ended 31 March 2016 and the four months ended 31 July 2016,
respectively, which accounted for approximately 15.5%, 14.8%, 15.0% and 14.0% of our
total revenue for the respective years/period.
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Other income and gains

The following table sets forth the components of our other income and gains for the
periods indicated:

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$’000 HK$'000 HK$000 HK$'000 HK$’000
(Unaudited)

Other income
Interest income. .. .......... 269 1 1 1 2
Dividend income. ........... 1,703 2,584 519 519 —
Rental income. .. ........... 1,349 1,339 909 269 275
Others ................... 606 90 75 13 17
3,927 4,014 1,504 802 294
Gains
Gain on disposal of non-current
assets classified as held for
sale . ... ... — — — — 8,643
Gain on disposal of available-
for-sale investments. . ...... 114 1,627 — — —
Gain on disposal of financial
assets at fair value through
profit or loss, net.......... — 4,742 3,742 4,754 —
Fair value gain on investment
properties, net. . .......... 260 8,800 — 960 —
Fair value gain on financial
assets at fair value through
profit or loss, net.......... — 6,621 107 — 13
Gain on disposal of items of
property, plant and equipment — — — — 112
Others ................... 23 — — — —
397 21,790 3,849 5,714 8,768
4,324 25,804 5,353 6,516 9,062

Our other income primarily consists of interest income, dividend income and rental
income. Interest income represents income received from bonds and ordinary bank
deposits. Dividend income represents income derived from investment in securities. Rental
income represents income received from leasing certain of our car parks and residential
units to third parties under operating leases.

We hold various types of financial assets, including available-for-sale investments and
financial assets at fair value through profit or loss. Gain on disposal of available-for-sale
investments mainly represents the realised gain from disposal of our unlisted unit trust
funds. Net gain on disposal of financial assets at fair value through profit or loss mainly
represents the realised gain from disposal of our listed equity investments. Net fair value
gain on investment properties represents net gains from changes of fair value of certain of
our car parks and residential units for leasing. Net fair value gain on financial assets at fair
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value through profit or loss represents gains from changes of fair value of our listed equity
investments, insurance asset and structured financial products. Gain on disposal of non-
current assets classified as held for sale mainly represents the gain on disposal of a property
held by our Group.

Our Company and Directors confirm that we currently do not have any intention to
invest in investment properties, unlisted unit trust funds, listed equities and structured
financial products after the Listing.

Depreciation

Our depreciation represents depreciation charges for our property, plant and
equipment which comprise leasehold improvements, furniture, fixtures and other
equipment, motor vehicles, land and buildings. Our depreciation amounted to
approximately HK$11.2 million, HK$8.6 million, HK$8.7 million and HK$2.7 million for the
three years ended 31 March 2016 and the four months ended 31 July 2016, respectively,
representing approximately 7.5%, 5.3%, 5.0% and 4.5% of our revenue for such years/
period, respectively.

Staff costs
The table below sets forth the components of our staff costs for the periods indicated:

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

Wages and salaries . . . ....... 71,764 74,980 79,396 26,334 26,120
Pension scheme contributions . . 3,281 3,475 3,511 1,148 1,245
Provision for long service

payments. ... ............ — 742 428 110 56
Directors’ fees and other

emoluments. . . ........... 1,526 1,313 2,016 675 327
Government grants. . ........ (9,576) (8,024) (9,161) (3,035) (3,449)
Total. ....... ... ... ....... 66,995 72,486 76,190 25,232 24,299

Staff costs are the largest component of our operating expenses. Our staff costs
comprise salaries and benefits, including wages, salaries, bonuses, retirement benefit costs
and other allowances and benefits payable to all our employees. Our staff costs amounted
to approximately HK$67.0 million, HK$72.5 million, HK$76.2 million and HK$24.3 million
for the three years ended 31 March 2016 and the four months ended 31 July 2016,
respectively, representing approximately 45.3%, 44.3%, 44.1% and 41.0% of our revenue
for the respective years/period. During the Track Record Period, we received government
grants of approximately HK$9.6 million, HK$8.0 million, HK$9.2 million and HK$3.4 million
for the three years ended 31 March 2016 and the four months ended 31 July 2016,
respectively, from the Hong Kong Government for hiring specialised professionals for our
residents with dementia or infirmary in our qualified centres pursuant to Dementia
Supplement. We received the government grants after the eligible staff costs were incurred
for the year ended 31 March 2014 and therefore such government grants were accounted
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for as receivables as at 31 March 2014. However, we received the government grants from
Hong Kong Government for those centres prior to the eligible staff costs were incurred for
the two years ended 31 March 2016 and the four months ended 31 July 2016 and therefore
such amounts were accounted for as current liabilities as at 31 March 2015, 31 March 2016
and 31 July 2016 before utilisation. Any unutilised amount was refunded to the Hong Kong
Government. Thus, all our government grants during the Track Record Period were credited
to our staff costs as a reduction when utilised. There were no conditions or contingencies
relating to those government grants. The number of our staff, excluding the number of
employees of technicians, administration and management was 445, 423, 442 and 436 as at
31 March 2014, 2015 and 2016 and 31 July 2016, respectively.

Property rental and related expenses

Our property rental and related expenses primarily represent the rental payments
under operating leases in respect of leased properties in which four of our care and
attention homes and a portion of the third floor of Pine Care (Tak Fung) Elderly Centre are
operated. The property rental and related expenses were the second largest component of
our operating expenses. Property rental and related expenses amounted to approximately
HK$13.9 million, HK$15.8 million, HK$16.6 million and HK$5.7 million for the three years
ended 31 March 2016 and the four months ended 31 July 2016, respectively, representing
approximately 9.4%, 9.7%, 9.6% and 9.7% of our revenue for such years/period,
respectively. For the three years ended 31 March 2016 and the four months ended 31 July
2016, leases of two of our existing care and attention homes and a portion of the third
floor of Pine Care (Tak Fung) Elderly Centre were subject to fixed rent arrangements while
leases of two of our care and attention homes were subject to contingent rent
arrangements. The monthly rent under the leases for the two care and attention homes
which were subject to contingent rent arrangements was calculated based on a fixed
percentage of 10% of the monthly turnover if the monthly turnover exceeds a certain
amount. We had not experienced any charge on the contingent rent during the Track
Record Period.

The leases for our existing care and attention home typically have an initial lease term
of two to five years except the Pine Care Place Tenancy Agreement with a lease term of six
years. Pursuant to our current lease agreements, there are renewal options to automatically
renew such lease term after their expiries at our discretion. In order to maintain our elderly
home operations, we generally commence negotiation of tenancy renewal with our lessor
six to eight months before the end of lease term. We had not experienced any failure in
renewing our lease term for leased properties occupied during the Track Record Period.

None of the existing leases for our care and attention homes will expire on or before
31 March 2017. Our Directors do not foresee any material difficulties in renewing the leases
given the long history of operation.

Food and beverage costs

Our food and beverage costs primarily represent costs of all the food ingredients and
beverages used for provision for meals by our residents in our operations of our care and
attention homes. Our food and beverage costs amounted to approximately HK$7.8 million,
HK$8.3 million, HK$8.5 million and HK$2.7 million for the three years ended 31 March 2016
and the four months ended 31 July 2016, respectively, representing approximately 5.3%,
5.0%, 4.9% and 4.6% of our revenue for such years/period, respectively.
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Utility expenses

Our utility expenses mainly represent total costs of water and electricity for our care
and attention homes and office. Our utility expenses amounted to approximately HK$6.2
million, HK$6.9 million, HK$7.1 million and HK$2.9 million for the three years ended 31
March 2016 and the four months ended 31 July 2016, respectively, representing
approximately 4.2%, 4.2%, 4.1% and 4.9% of our revenue for such years/period,
respectively.

Supplies and consumables

Our supplies and consumables represent costs of all the medical consumable materials
used for our operations. Our supplies and consumables amounted to approximately HK$5.4
million, HK$5.5 million, HK$5.6 million and HK$1.8 million for the three years ended 31
March 2016 and the four months ended 31 July 2016, respectively, representing
approximately 3.6%, 3.3%, 3.3% and 3.1% of our revenue for such years/period,
respectively.

Other operating expenses

The following table sets forth the breakdown of other operating expenses for the
periods indicated.

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
(Unaudited)

Medical professional fee. ... .. 3,718 7,725 5,181 1,903 2,267
Insurance . ................ 1,590 1,873 1,611 396 619
Cleaning expenses. . ... ...... 582 629 848 277 302
Legal and professional fee .. .. 101 928 803 608 11
Auditfee ......... .. .. .. .. 286 478 524 175 400
Printing and stationary ... .. .. 353 436 433 162 120
Consumable materials. . ... ... 796 404 308 117 67
Advertising. . .............. 989 607 280 115 46
Activities expenses . ... ...... 363 356 128 26 49
Motor vehicle expenses. . ... .. 127 141 100 39 49
Others™™® ... ...... 1,981 2,490 1,693 565 377

10,886 16,067 11,909 4,383 4,307

Note: Others mainly included escort charges, bank charges, computer expenses, telephone and internet expenses.

Our other operating expenses amounted to approximately HK$10.9 million, HK$16.1
million, HK$11.9 million and HK$4.3 million for the three years ended 31 March 2016 and
the four months ended 31 July 2016, respectively, which accounted for approximately 7.4%,
9.8%, 6.9% and 7.3% of our revenue for such years/period, respectively.
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Other operating expenses primarily consist of medical professional fee incurred by
obtaining additional workforce to solve temporary labour shortage, insurance, cleaning
expenses mainly for our elderly homes, legal and professional fee, audit fee and others.

During the Track Record Period, we engaged four independent employment agencies
and one connected employment agency to source our required manpower, including
physiotherapists, care workers, and health workers, in order to optimise our administrative
costs in human resources by obtaining additional workforce to solve temporary labour
shortage. Amongst the medical professional fee incurred by us, approximately HK$0.2
million, HK$1.8 million, HK$0.4 million and nil was attributable to our connected person for
the three years ended 31 March 2016 and the four months ended 31 July 2016, respectively.
See "Business — Our Employees and Contractors — Employment agency” of this prospectus
for details of the contracting arrangement.

Other expenses

The following table sets forth the breakdown of other expenses for the periods
indicated.

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$'000 HK$'000 HK$'000 HK$000 HK$'000
(Unaudited)

Fair value loss on investment

properties, net. . .......... — — 1,840 — —
Impairment loss on disposal

groups classified as held for

sale . ... ... .. ... — — 1,430 — —
Loss on disposal of available-for-
sale investments. . . ........ — — 1,100 1,100 —

Fair value loss on financial assets
at fair value through profit or

loss, net. .. .............. 3,130 — — 212 —
Loss on disposal of investment
properties, net. . .......... — — 195 225 —

Loss on disposal of financial
assets at fair value through

profitorloss ............. 1,204 — — — 57
Stampduty................ — — — — 871
Others ................... — — 28 — 36

4,334 — 4,593 1,537 964

Other expenses primarily consist net fair value loss on investment properties and
financial assets at fair value through profit or loss, loss on disposal of available-for-sale
investments, net loss on disposal on investment properties, impairment loss on disposal
groups classified as held for sale and stamp duty.
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We hold various types of financial assets, including available-for-sale investments and
financial assets at fair value through profit or loss. Loss on disposal of available-for-sale
investments mainly represents the realised loss on disposal of our unlisted unit trust funds.
Loss on disposal of financial assets at fair value through profit or loss mainly represents
realised loss on disposal of our listed equity investments. Net loss on disposal of investment
properties represents net loss on disposal of certain of our investment properties. Net fair
value loss on investment properties represents net losses from changes of fair value of
certain of our car parks and residential units for leasing. Net fair value loss on financial
assets at fair value through profit or loss represents net loss from changes of fair value of
our listed equity investments, insurance asset and structured financial products. The
impairment loss on disposal groups classified as held for sale for the year ended 31 March
2016 represented the amount of the carrying value of the properties held by the disposal
groups exceeding the fair value of those properties as at 31 March 2016 due to the market
condition. The stamp duty of HK$0.9 million incurred for the four months ended 31 July
2016 represented the stamp duty paid for the share transfer for the Reorganisation.

Our Company and Directors confirm that we currently do not have any intention to
invest in investment properties, unlisted unit trust funds, listed equities and structured
financial products after the Listing.

Listing expenses

Listing expenses comprise professional and other expenses in relation to our Listing.
Listing expenses of approximately HK$1.6 million and HK$4.9 million, were recorded for the
year ended 31 March 2016 and the four months ended 31 July 2016, respectively.

Finance costs

Our finance costs represent interest expenses on bank loans, bank overdrafts and
finance leases. Finance costs amounted to approximately HK$5.9 million, HK$5.7 million,
HK$4.8 million and HK$1.3 million for the three years ended 31 March 2016 and the four
months ended 31 July 2016, respectively. The following tables sets forth the breakdown of
finance costs for the periods indicated:

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

Interest on bank loans ....... 5,735 5,660 4,729 1,667 1,311
Interest on bank overdrafts. . . . 140 26 82 16 1
Interest on finance leases . . . .. 17 19 9 4 13

5,892 5,705 4,820 1,687 1,325

As at 31 July 2016, our bank loans, bank overdrafts and finance lease payables
amounted to approximately HK$194.7 million, HK$0.1 million and nil, respectively. Finance
lease represented leases for certain motor vehicles.
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Income tax expense

Our operations in Hong Kong are subject to Hong Kong profits tax of 16.5% on
estimated assessable profits arising in Hong Kong and we had no tax obligation arising
from other jurisdictions during the Track Record Period. For more details, please see note
10 to the Accountants’ Report as set out in Appendix | to this prospectus. Our effective tax
rate for operations in Hong Kong was approximately 19.2%, 12.1%, 17.0% and 15.1% for
the three years ended 31 March 2016 and the four months ended 31 July 2016, respectively.
The seemingly low effective tax rate of approximately 12.1% for the year ended 31 March
2015 was mainly due to the tax effect of non-taxable income of approximately HK$2.0
million mainly arising from the net fair value gain on investment properties and dividend
income. The relatively low effective tax rate of approximately 15.1% for the four months
ended 31 July 2016 was mainly due to the tax effect of non-taxable income of
approximately HK$8.6 million mainly arising from gain on disposal of non-current assets
classified as held for sale. During the Track Record Period and up to the Latest Practicable
Date, we fulfilled our tax obligations and did not have any tax disputes.

Discontinued operations
Profit from discontinued operations

Profit from discontinued operations represents our profit generated from our
operation and management of medical clinic and Chinese medical clinic in Hong Kong. On
19 August 2016, the disposal of Best Luck and Added Twist, which engaged in the
operation and management of medical clinic and Chinese medical clinic, respectively, were
completed. The reason for the disposal was to delineate other businesses operated by our
Group from our principal business. Therefore, our operation and management of medical
clinic and Chinese medical clinic business carried out during the Track Record Period had
been reclassified as discontinued operations to provide a more appropriate presentation.
The same adjustments have been made to the corresponding prior years. The
reclassification had no impact on our Group’s overall results. For the three years ended 31
March 2016 and the four months ended 31 July 2016, our profit from discontinued
operations was approximately HK$0.9 million, HK$1.8 million, HK$1.4 million and HK$1.0
million, respectively. The disposal of Best Luck and Added Twist by our Group was
subsequently completed in August 2016. Further details are set forth in note 11
“Discontinued operations and assets and liabilities of disposal groups classified as held for
sale” to the Accountants’ Report as set out in Appendix | to this prospectus.

Acquisition of a subsidiary

On 1 April 2013, our Group acquired 100% equity interest in Manchester
Rehabilitation (a company principally engaged in operation and management of a
physiotherapy clinic and provision of physiotherapy services to our Group prior to the
acquisition) from Ms. Leu at a consideration of HK$1. After the acquisition, Manchester
Rehabilitation became an indirect wholly-owned subsidiary of our Company and it would
continue to operate and manage the physiotherapy clinic and provide physiotherapy
services to our Group. Our Directors believe that such acquisition would add value to our
services to our residents.

The acquisition of Manchester Rehabilation did not result in significant contribution to
our Group's revenue and consolidated profit for the Track Record Period.
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Further details of the acquisition are set forth in note 33 “Business Combination” to
the Accountants’ Report as set out in Appendix | to this prospectus.

REVIEW OF HISTORICAL RESULTS OF OPERATION
Four months ended 31 July 2016 compared to four months ended 31 July 2015
Revenue

Our revenue increased by approximately HK$2.4 million, or 4.2% from approximately
HK$56.9 million for the four months ended 31 July 2015 to approximately HK$59.3 million
for the four months ended 31 July 2016 resulting from the increase in revenue generated
from rendering of elderly home care services despite the slight decrease in revenue from
sale of elderly home related goods and provision of health care services.

Rendering of elderly home care services

Our revenue generated from rendering of elderly home care services increased by
approximately HK$2.7 million, or 5.5% from approximately HK$48.3 million for the four
months ended 31 July 2015 to approximately HK$51.0 million for the four months ended 31
July 2016. The increase in revenue was mainly attributed to the increases in both the
average monthly residential fee and the average monthly occupancy rate for both the EBPS
and individual customers.

The increase in the average monthly residential fee was contributed by (i) the increase
in the average monthly residential fee under the EBPS by approximately 2.4%, from
approximately HK$11,294 for the four months ended 31 July 2015 to approximately
HK$11,566 for the four months ended 31 July 2016, which was mainly resulted from price
upward adjustment as agreed pursuant to the relevant EBPS Agreement and (ii) the
increase in the average monthly residential fee for individual customers by approximately
6.3%, from approximately HK$9,128 for the four months ended 31 July 2015 to
approximately HK$9,703 for the four months ended 31 July 2016, which was mainly
resulted from an upward price adjustment.

The increase in the average monthly occupancy rate was contributed by (i) the increase
in the average monthly occupancy rate under the EBPS from approximately 97.8% for the
four months ended 31 July 2015 to approximately 98.3% for the four months ended 31 July
2016; and (ii) the increase in the average monthly occupancy rate for individual customers
from approximately 84.7% for the four months ended 31 July 2015 to approximately 89.8%
for the four months ended 31 July 2016.

The increase in our revenue from rendering of elderly home care services was primarily
contributed by the increases in revenue of New Pine Care Centre, Pine Care (Po Tak) Elderly
Centre and Pine Care (Po Tak Branch) Elderly Centre.

The revenue of New Pine Care Centre increased by approximately HK$0.9 million from
approximately HK$11.8 million for the four months ended 31 July 2015 to approximately
HK$12.7 million for the four months ended 31 July 2016. The increase was mainly resulted
from (i) the increase in the average monthly residential fees for individual customers by
approximately 17.9%, from approximately HK$8,384 for the four months ended 31 July
2015 to approximately HK$9,885 for the four months ended 31 July 2016, which was mainly
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resulted from an upward price adjustment; (ii) the increase in the average occupancy rate
for individual customers from approximately 85.1% for the four months ended 31 July 2015
to approximately 91.4% for the four months ended 31 July 2016, which was mainly due to
more marketing effort of our staff on the introduction tours. The effect was partially offset
by the decrease in the average occupancy rate under the EBPS by approximately 0.9%, from
approximately 99.2% for the four months ended 31 July 2015 to approximately 98.3% for
the four months ended 31 July 2016, which was mainly due to our vacant residential places
purchased by SWD under the EBPS were not immediately occupied, while the average
monthly residential fees under the EBPS increased slightly by approximately 2.3% from
HK$12,134 for the four months ended 31 July 2015 to HK$12,416 for the four months
ended 31 July 2016, which was mainly resulted from price upward adjustment as agreed
pursuant to the relevant EBPS Agreement.

The revenue of Pine Care (Po Tak) Elderly Centre increased by approximately HK$0.5
million from approximately HK$7.9 million for the four months ended 31 July 2015 to
approximately HK$8.4 million for the four months ended 31 July 2016. The increase was
mainly resulted from (i) the increase in the average monthly residential fees under the EBPS
by approximately 2.3% from approximately HK$11,586 for the four months ended 31 July
2015, to approximately HK$11,853 for the four months ended 31 July 2016, which was
mainly resulted price upward adjustment as agreed pursuant to the relevant EBPS
Agreement; and (ii) the increase in the average occupancy rate under both the EBPS and
individual customers from approximately 98.8% and 78.2% for the four months ended 31
July 2015 to approximately 100.0% and 91.2% for the four months ended 31 July 2016,
respectively, which was mainly due to (i) more residents were arranged by the SWD to the
vacant residential places purchased under the EBPS, and (ii) the preference of individual
customers over Pine Care (Po Tak) Elderly Centre, which possessed relatively more facilities,
given the close proximity of Pine Care (Po Tak) Elderly Centre to Pine Care (Po Tak Branch)
Elderly Centre, respectively.

The revenue of Pine Care (Po Tak Branch) Elderly Centre increased by approximately
HK$0.4 million from approximately HK$5.8 million for the four months ended 31 July 2015
to approximately HK$6.2 million for the four months ended 31 July 2016. The increase was
mainly resulted from the increases in the average monthly residential fees for both under
EBPS and for individual customers by approximately 2.3% and 23.3%, respectively, from
approximately HK$11,586 and HK$9,790 for the four months ended 31 July 2015,
respectively, to approximately HK$11,853 and HK$12,075 for the four months ended 31
July 2016, respectively, which was mainly resulted from price upward adjustment as agreed
pursuant to the relevant EBPS Agreement and an upward price adjustment for individual
customers and the slight increase in the average occupancy rate for individual customers
from approximately 76.8% for the four months ended 31 July 2015 to approximately 78.6%
for the four months ended 31 July 2016, which was mainly due to the high occupancy rate
of Pine Care (Po Tak) Elderly Centre, customers preferred less crowdy environment and
opted for Pine Care (Po Tak Branch) Elderly Centre, given the two care and attention
homes are located nearby, while the average occupancy rate under the EBPS slightly
decreased from approximately 97.2% for the four months ended 31 July 2015 to
approximately 95.2% for the four months ended 31 July 2016, which was mainly due to to
our vacant residential places purchased by the SWD under the EBPS were not immediately
occupied.
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Sale of elderly home related goods and provision of health care services

Our revenue from sale of elderly home related goods and provision of health care
services decreased by approximately HK$0.3 million, or 3.2% from approximately HK$8.6
million for the four months ended 31 July 2015 to approximately HK$8.3 million for the
four months ended 31 July 2016. The decrease was primarily due to (i) the decrease in the
average annual spending on elderly home related goods per resident from approximately
HK$7,569 for the four months ended 31 July 2015 to approximately HK$7,140 for the four
months ended 31 July 2016 despite an increase in the number of average monthly residents
from 1,129 for the four months ended 31 July 2015 to 1,158 for the four months ended 31
July 2016.

Other income and gains

Our other income and gains increased by approximately HK$2.5 million, or
approximately 39.1% from approximately HK$6.5 million for the four months ended 31
July 2015 to approximately HK$9.1 million for the four months ended 31 July 2016. The
increase in other income and gains was mainly due to our Group'’s disposal of a warehouse
which was completed in May 2016. While the other income and gains for the four months
ended 31 July 2015 was mainly due to gain on disposal of financial assets at fair value
through profit or loss, net of approximately HK$4.8 million.

Depreciation

Our depreciation remained relatively stable at approximately HK$2.9 million and
HK$2.7 million for the four months ended 31 July 2015 and the four months ended 31 July
2016, respectively.

Staff costs

Our staff costs slightly decreased by approximately HK$0.9 million, or 3.7% from
approximately HK$25.2 million for the four months ended 31 July 2015 to approximately
HK$24.3 million for the four months ended 31 July 2016. The decrease in staff cost was
primarily due to a decrease in the average headcounts for permanent staff from 453 for
the four months ended 31 July 2015 to 443 for the four months ended 31 July 2016. Such
decrease in average headcounts for permanent staff led to an increase in our medical
professional fee recorded in other operating expenses to hire more additional workforce to
solve temporary labour shortage for the four months ended 31 July 2016.

Property rental and related expenses

Our property rental and related expenses increased by approximately HK$0.3 million,
or 6.2% from approximately HK$5.4 million for the four months ended 31 July 2015 to
approximately HK$5.7 million for the four months ended 31 July 2016. The increase in
property rental and related expenses was primarily due to the increased monthly rental
charges after the renewal of the new leases for Pine Care (Po Tak Branch) Elderly Centre in
October 2015.
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Food and beverage costs

Our food and beverage costs remained relatively stable at approximately HK$2.7
million for both of the four months ended 31 July 2015 and 2016.

Utility expenses

Our utility expenses remained relatively stable at approximately HK$2.8 million and
HK$2.9 million for the four months ended 31 July 2015 and the four months ended 31 July
2016, respectively.

Supplies and consumables

Our supplies and consumables remained relatively stable at approximately HK$2.0
million and HK$1.8 million for the four months ended 31 July 2015 and the four months
ended 31 July 2016, respectively.

Other operating expenses

Our other operating expenses remained relatively stable at approximately HK$4.4
million for the four months ended 31 July 2015 and approximately HK$4.3 million for the
four months ended 31 July 2016. The slight decrease in other operating expenses was
primarily due to the decrease in legal and professional fee of HK$0.6 million, which was
mainly resulted from no legal fees paid in relation to our Group’s Reorganisation during
the four months ended 31 July 2016. The effect was partially offset by an increase in
medical professional fee of approximately HK$0.4 million, which was mainly due to the fact
that more temporary staff was hired as there was a decrease in the average headcount for
permanent staff for the four months ended 31 July 2016.

Operating profit

Our operating profit from continuing operations is defined as profit for the four
months from continuing operations before other income and gains, other expenses, listing
expenses, finance costs and income tax expense. Operating profit from continuing
operations increased by approximately HK$3.2 million, or approximately 29.3% from
approximately HK$10.9 million for the four months ended 31 July 2015 to approximately
HK$14.1 million for the four months ended 31 July 2016. The operating profit margin,
being our operating profit from continuing operations as a percentage of revenue,
increased by approximately 4.6% from approximately 19.2% for the four months ended 31
July 2015 to approximately 23.8% for the four months ended 31 July 2016. The increase in
operating profit margin was primarily due to the combined effect of (i) the increase in
revenue; (ii) the increase in property rental and related expenses; and (iii) the decrease in
staff costs. For details of the fluctuations, please refer to the above paragraphs in this
section.

Other expenses
Our other expenses decreased by approximately HK$0.6 million, or approximately
37.3% from approximately HK$1.5 million for the four months ended 31 July 2015 to

approximately HK$1.0 million for the four months ended 31 July 2016. The decrease in
other expenses for the period was mainly due to no loss on disposal of available-for-sale
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investments being recognised and no loss on disposal of an investment property which
related to the sales of our investment property being recorded for the four months ended
31 July 2016.

Listing expenses

Listing expenses amounted to approximately HK$4.9 million for the four months
ended 31 July 2016 while no listing expenses had been incurred for the four months ended
31 July 2015.

Finance costs

Our finance costs decreased by approximately HK$0.4 million, or 21.5% from HK$1.7
million for the four months ended 31 July 2015 to HK$1.3 million for the four months
ended 31 July 2016. The decrease in finance costs was primarily due to the repayment of
bank loans of approximately HK$62.1 million during the year ended 31 March 2016
reflecting the effect on our finance costs for the four months ended 31 July 2016.

Income tax expense

Income tax expense increased from approximately HK$2.2 million for the four months
ended 31 July 2015 to approximately HK$2.4 million for the four months ended 31 July
2016. Our effective tax rate remained stable at approximately 15.4% for the four months
ended 31 July 2015 and approximately 15.1% for the four months ended 31 July 2016. Our
income not subject to tax amounted to approximately HK$1.5 million for the four months
ended 31 July 2016 mainly represented the effect of gain on disposal of non-current assets
held for sale amounted to approximately HK$8.6 million for the four months ended 31 July
2016 due to our Group's disposal of a warehouse in May 2016, which was non-taxable in
nature.

Profit for the period

As a result of the foregoing, profit for the period from continuing operations
increased by approximately HK$1.6 million, or approximately 13.0% from approximately
HK$12.0 million for the four months ended 31 July 2015 to approximately HK$13.6 million
for the four months ended 31 July 2016. Our net profit margin also increased from
approximately 21.2% for the four months ended 31 July 2015 to approximately 22.9% for
the four months ended 31 July 2016. The increase in the profit for the period was mainly
attributable to (i) the recognition of gain on disposal of a warehouse, of approximately
HK$8.6 million for the four months ended 31 July 2016; and (ii) an increase in revenue by
HK$2.4 million. The effect was partly offset by the recognition of listing expenses of
HK$4.9 million for the four months ended 31 July 2016 and no gain on disposal of financial
assets at fair value through profit or loss, being recorded for the four months ended 31
July 2016 compared to a gain on disposal of financial assets at fair value through profit or
loss of approximately HK$4.8 million for the four months ended 31 July 2015.
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Year ended 31 March 2016 compared to year ended 31 March 2015
Revenue

Our revenue increased by approximately HK$9.0 million, or 5.5% from approximately
HK$163.8 million for the year ended 31 March 2015 to HK$172.7 million for the year ended
31 March 2016 resulting from the increase in revenue generated from both rendering of
elderly home care services and sale of elderly home related goods and provision of health
care services.

Rendering of elderly home care services

Our revenue generated from rendering of elderly home care services increased by
HK$7.4 million, or 5.3% from HK$139.5 million for the year ended 31 March 2015 to
approximately HK$146.9 million for the year ended 31 March 2016. The increase in revenue
was mainly attributed to increases in both the average monthly residential fee and the
average monthly occupancy rate for both the EBPS and individual customers.

The increase in average monthly residential fee was contributed by (i) the increase in
the average monthly residential fee under the EBPS by approximately 3.9%, from
approximately HK$10,872 for the year ended 31 March 2015 to approximately HK$11,294
for the year ended 31 March 2016, which was mainly resulted from price upward
adjustment as agreed pursuant to the relevant EBPS Agreement; and (ii) the increase in the
average monthly residential fee for individual customers by approximately 6.8%, from
approximately HK$8,585 for the year ended 31 March 2015 to approximately HK$9,173 for
the year ended 31 March 2016, which was mainly resulted from an upward price
adjustment.

The increase in the average monthly occupancy rate was contributed by (i) the increase
in the average monthly occupancy rate under the EBPS from approximately 97.7% for the
year ended 31 March 2015 to approximately 98.1% for the year ended 31 March 2016; and
(ii) the increase in the average monthly occupancy rate for individual customers from
approximately 86.6% for the year ended 31 March 2015 to approximately 88.1% for the
year ended 31 March 2016.

The increase in revenue was primarily contributed by the increases in revenue of New
Pine Care Centre, Pine Care Hong Fai Elderly Centre and Pine Care (Po Tak) Elderly Centre.

The revenue of New Pine Care Centre increased by approximately HK$1.8 million from
approximately HK$35.0 million for the year ended 31 March 2015 to approximately
HK$36.8 million for the year ended 31 March 2016. The increase was mainly resulted from
(i) the increase in the average monthly residential fees under the EBPS by approximately
3.8%, from approximately HK$11,685 for the year ended 31 March 2015 to approximately
HK$12,134 for the year ended 31 March 2016, which was mainly resulted from price
upward adjustment as agreed pursuant to the relevant EBPS Agreement; (ii) the increase in
the average occupancy rate for individual customers from approximately 87.4% for the year
ended 31 March 2015 to approximately 90.8% for the year ended 31 March 2016, which
was mainly due to more marketing effort of our staff on the introduction tours for the
prospective residents by our staff. The effect was partially offset by the decrease in the
average occupancy rate under the EBPS by approximately 0.6%, from approximately 99.1%
for the year ended 31 March 2015 to approximately 98.5% for the year ended 31 March
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2016 which was mainly due to our vacant residential places purchased by the SWD under
the EBPS were not immediately occupied, while the average monthly residential fees for
individual customers remained stable for the year ended 31 March 2016.

The revenue of Pine Care Hong Fai Elderly Centre increased by approximately HK$1.5
million from approximately HK$11.7 million for the year ended 31 March 2015 to
approximately HK$13.2 million for the year ended 31 March 2016. The increase was mainly
resulted from the increase in both the average monthly residential fees under the EBPS and
for individual customers by approximately 3.8% and 27.7%, respectively, from
approximately HK$11,685 and HK$8,320 for the year ended 31 March 2015, respectively, to
approximately HK$12,134 and HK$10,624 for the year ended 31 March 2016, respectively,
which was mainly resulted from price upward adjustment as agreed pursuant to the
relevant EBPS Agreement and an upward price adjustment for individual customers,
respectively. The effect was partially offset by the decrease in the average occupancy rates
under EBPS and for individual customers decreased from approximately 99.2% and 96.7%
for the year ended 31 March 2015, respectively, to approximately 98.5% and 95.3% for the
year ended 31 March 2016, respectively, which were mainly due to (i) to our vacant
residential places purchased by the SWD under the EBPS were not immediately occupied;
and (ii) certain individual customers who passed away during the year ended 31 March
2016, respectively.

The revenue of Pine Care (Po Tak) Elderly Centre increased by approximately HK$1.1
million from approximately HK$23.1 million for the year ended 31 March 2015 to
approximately HK$24.2 million for the year ended 31 March 2016. The increase was mainly
resulted from the increases in the average monthly residential fees for both under the EBPS
and for individual customers by approximately 3.8% and 6.1%, respectively, from
approximately HK$11,161 and HK$10,318 for the year ended 31 March 2015, respectively,
to approximately HK$11,586 and HK$10,949 for the year ended 31 March 2016,
respectively, which was mainly resulted from price upward adjustment as agreed pursuant
to the relevant EBPS Agreement and an upward price adjustment for individual customers
and the slight increase in the average occupancy rate under the EBPS from 98.3% for the
year ended 31 March 2015 to approximately 98.8% for the year ended 31 March 2016,
which was mainly due to more residents were arranged by the SWD to the vacant
residential places purchased under the EBPS, while the average occupancy rate for
individual customers remained stable for the year ended 31 March 2016.

Sale of elderly home related goods and provision of health care services

Our revenue from sale of elderly home related goods and provision of health care
services increased by approximately HK$1.5 million, or 6.3% from approximately HK$24.3
million for the year ended 31 March 2015 to approximately HK$25.8 million for the year
ended 31 March 2016. The increase was primarily due to (i) an increase in the average
annual spending on elderly home related goods per resident from approximately
HK$21,261 for the year ended 31 March 2015 to approximately HK$22,432 for the year
ended 31 March 2016; and (ii) an increase in the average number of residents per month
from 1,138 for the year ended 31 March 2015 to 1,148 for the year ended 31 March 2016.
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Other income and gains

Our other income and gains decreased by approximately HK$20.5 million, or
approximately 79.3% from approximately HK$25.8 million for the year ended 31 March
2015 to approximately HK$5.4 million for the year ended 31 March 2016. The decrease in
other income and gains was mainly due to the decreases in net fair value gain on
investment properties, net fair value gain on financial assets at fair value through profit or
loss and dividend income.

Net fair value gain on investment properties amounted to approximately HK$8.8
million for the year ended 31 March 2015 turned into net fair value loss on investment
properties of approximately HK$1.8 million for the year ended 31 March 2016, which was
classified as other expenses in our consolidated statement of profit or loss. Net fair value
loss on investment properties was recognised for the year ended 31 March 2016 mainly due
to a general downturn of the property market in Hong Kong in the year ended 31 March
2016 as compared to the year ended 31 March 2015.

Net fair value gain on financial assets at fair value through profit or loss decreased by
approximately HK$6.5 million, from approximately HK$6.6 million for the year ended 31
March 2015 to approximately HK$0.1 million for the year ended 31 March 2016. The
decrease was mainly resulted from a share decline in the Hong Kong stock market during
the first quarter of 2016 compared to the first quarter of 2015.

Dividend income decreased by approximately HK$2.1 million, from approximately
HK$2.6 million for the year ended 31 March 2015 to approximately HK$0.5 million for the
year ended 31 March 2016. The decrease in dividend income was mainly due to less
dividends being yielded from our listed equity investments for the year ended 31 March
2016.

Depreciation

Our depreciation remained relatively stable at approximately HK$8.6 million and
HK$8.7 million for the the two years ended 31 March 2016, respectively.

Staff costs

Our staff costs increased by approximately HK$3.7 million, or 5.1% from approximately
HK$72.5 million for the year ended 31 March 2015 to approximately HK$76.2 million for
the year ended 31 March 2016. The increase in staff cost was primarily due to an increase in
the average headcounts for permanent staff from 423 for the year ended 31 March 2015 to
442 for the year ended 31 March 2016 and a general salary increment during the year
ended 31 March 2016.

Property rental and related expenses

Our property rental and related expenses increased by approximately HK$0.8 million,
or 4.8% from approximately HK$15.8 million for the year ended 31 March 2015 to
approximately HK$16.6 million for the year ended 31 March 2016. The increase in property
rental and related expenses was primarily due to the increased monthly rental charges
after the renewal of the new leases for Pine Care Centre and Pine Care (Po Tak Branch)
Elderly Centre in August 2014 and October 2015, respectively.
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Food and beverage costs

Our food and beverage costs slightly increased by approximately HK$0.2 million, or
3.0% from approximately HK$8.3 million for the year ended 31 March 2015 to
approximately HK$8.5 million for the year ended 31 March 2016. The increase in food and
beverage costs was in line with the increase in the overall average monthly occupancy rate
for the year ended 31 March 2016.

Utility expenses

Our utility expenses remained relatively stable at approximately HK$6.9 million and
HK$7.1 million for the two years ended 31 March 2016, respectively.

Supplies and consumables

Our supplies and consumables remained relatively stable at approximately HK$5.5
million and HK$5.6 million for the two years ended 31 March 2016, respectively.

Other operating expenses

Our other operating expenses decreased by approximately HK$4.2 million, or 25.9%
from HK$16.1 million for the year ended 31 March 2015 to approximately HK$11.9 million
for the year ended 31 March 2016. The decrease in other operating expenses was primarily
due to the decrease in medical professional fee by HK$2.5 million resulting from fewer
temporary staff being hired during the year ended 31 March 2016 as there was an increase
in the average headcount for permanent staff for the year ended 31 March 2016.

Operating profit

Our operating profit from continuing operations is defined as profit for the year from
continuing operations before other income and gains, other expenses, listing expenses,
finance costs and income tax expense. Operating profit from continuing operations
increased by approximately HK$8.3 million, or approximately 29.0% from approximately
HK$28.5 million for the year ended 31 March 2015 to approximately HK$36.8 million for
the year ended 31 March 2016. The operating profit margin, being our operating profit
from continuing operations as a percentage of revenue, increased by approximately 3.9%
from approximately 17.4% for the year ended 31 March 2015 to approximately 21.3% for
the year ended 31 March 2016. The increase in operating profit margin was primarily due
to the increase in revenue and the effect was partially offset by the increase in operating
expenses. The increase in revenue was mainly due to the increases in average monthly
residential fee and the average occupancy rate for the year ended 31 March 2016. The
increase in operating expenses was primarily due to the increase in staff costs for the year
ended 31 March 2016. The effect was partially offset by the decrease in other operating
expenses for the year ended 31 March 2016. For details of the fluctuations, please refer to
the above paragraphs in this section.

Other expenses
We recorded other expenses of approximately HK$4.6 million for the year ended 31

March 2016 and we did not recognise any other expenses for the year ended 31 March
2015. Other expenses for the year ended 31 March 2016 mainly consisted of (i) the net fair
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value loss on investment properties of approximately HK$1.8 million recognised primarily as
a result of a general downturn of the property market in Hong Kong; (ii) the loss on
disposal of available-for-sale investments of approximately HK$1.1 million recognised
mainly resulting from the depreciation of value in the unlisted unit trust funds upon
disposal during the year ended 31 March 2016; and (iii) the impairment loss on disposal
groups classified as held for sale of approximately HK$1.4 million.

Listing expenses

Listing expenses amounted to approximately HK$1.6 million for the year ended 31
March 2016 which had not been incurred during the year ended 31 March 2015.

Finance costs

Our finance costs decreased by approximately HK$0.9 million, or 15.5% from HK$5.7
million for the year ended 31 March 2015 to HK$4.8 million for the year ended 31 March
2016. The decrease in finance costs was primarily due to the repayment of interest-bearing
bank loans of approximately HK$30.7 million during the year ended 31 March 2015 and
further repayment of interest-bearing bank loans of approximately HK$62.1 million during
the year ended 31 March 2016.

Income tax expense

Income tax expense decreased from approximately HK$5.9 million for the year ended
31 March 2015 to approximately HK$5.3 million for the year ended 31 March 2016. Our
effective tax rate increased from approximately 12.1% for the year ended 31 Mach 2015 to
approximately 17.0% for the year ended 31 March 2016, which was primarily due to (i) a
smaller portion of our income was not subject to tax for the year ended 31 March 2016,
which was mainly resulted from no fair value gain on investment properties being
recognised for the year ended 31 March 2016; and (ii) an increase in expenses not
deductible for tax for the year ended 31 March 2016 which was mainly resulted from the
fair value loss on investment properties, the listing expenses and the impairment loss on
disposal groups classified as held for sale recognised for the year ended 31 March 2016.

Profit for the year

As a result of the foregoing, profit for the year from continuing operations decreased
by approximately HK$16.9 million, or approximately 39.6% from approximately HK$42.8
million for the year ended 31 March 2015 to approximately HK$25.8 million for the year
ended 31 March 2016. Our net profit margin also decreased from approximately 26.1% for
the year ended 31 March 2015 to approximately 14.9% for the year ended 31 March 2016.
The decrease in the profit for the year was mainly attributed by (i) net fair value loss on
investment properties of approximately HK$1.8 million recognised for the year ended 31
March 2016, compared to net fair value gain on investment properties of approximately
HK8.8 million recognised for the year ended 31 March 2015; and (ii) net fair value gain on
financial assets at fair value through profit or loss decreased by approximately HK$6.5
million, from approximately HK$6.6 million for the year ended 31 March 2015 to
approximately HK$0.1 million for the year ended 31 March 2016.

- 258 -



FINANCIAL INFORMATION

Year ended 31 March 2015 compared to year ended 31 March 2014
Revenue

Our revenue increased by approximately HK$15.8 million, or 10.7% from
approximately HK$147.9 million for the year ended 31 March 2014 to approximately
HK$163.8 million for the year ended 31 March 2015 which was primarily resulted from the
increase in revenue generated from both rendering of elderly home care services and sale
of elderly home related goods and provision of health care services.

Rendering of elderly home care services

Our revenue generated from rendering of elderly home care services increased by
HK$14.5 million, or 11.6% from approximately HK$125.0 million for the year ended 31
March 2014 to approximately HK$139.5 million for the year ended 31 March 2015. The
increase in revenue was mainly attributed to the increases in both the average monthly
residential fee and the monthly occupancy rate for both the EBPS and individual customers.

The increase in the average monthly residential fee was contributed by (i) the increase
in both the average monthly residential fee under the EBPS by approximately 15.4%, from
approximately HK$9,423 for the year ended 31 March 2014 to approximately HK$10,872 for
the year ended 31 March 2015, which was mainly resulted from price upward adjustment as
agreed pursuant to the relevant EBPS Agreement; and (ii) the increase in the average
monthly residential fee for individual customers by approximately 3.7%, from
approximately HK$8,281 for the year ended 31 March 2014 to approximately HK$8,585 for
the year ended 31 March 2015, which was mainly resulted from an upward price
adjustment for individual customers.

The increase in the average monthly occupancy rate was mainly contributed by the
increase in the average monthly occupancy rates under the EBPS from approximately 96.7%
for the year ended 31 March 2014 to approximately 97.7% for the year ended 31 March
2015. The average monthly occupancy rate for individual customers remained stable at
approximately 86.6% for the year ended 31 March 2015.

The increase in revenue was primarily contributed by the increases in revenue of New
Pine Care Centre, Pine Care (Manning) Elderly Centre and Pine Care Hong Fai Elderly
Centre.

The revenue of New Pine Care Centre increased by approximately HK$3.2 million from
approximately HK$31.8 million for the year ended 31 March 2014 to approximately
HK$35.0 million for the year ended 31 March 2015. The increase was primarily resulted
from the increases in both the average monthly residential fees under the EBPS and for
individual customers by approximately 11.5% and 14.6%, respectively, from approximately
HK$10,477 and HK$7,747 for the year ended 31 March 2014, respectively, to approximately
HK$11,685 and HK$8,876 for the year ended 31 March 2015, respectively, which was mainly
resulted from price upward adjustment as agreed pursuant to the relevant EBPS Agreement
and an upward price adjustment for individual customers, respectively. The effect was
partially offset by the decreases in the average occupancy rates under the EBPS and for
individual customers from approximately 99.4% and 90.8% for the year ended 31 March
2014, respectively, to approximately 99.1% and 87.4% for the year ended 31 March 2015,
respectively, which were mainly due to (i) our vacant residential places purchased by the
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SWD under the EBPS not being immediately occupied; and (ii) certain of our individual
customers who were on the Central Waiting List having been arranged by the SWD to
occupy our residential places purchased under the EBPS, respectively.

The revenue of Pine Care (Manning) Elderly Centre increased by approximately HK$1.4
million from approximately HK$14.9 million for the year ended 31 March 2014 to
approximately HK$16.3 million for the year ended 31 March 2015. The increase was
primarily resulted from the increase in both the average monthly residential fees under
EBPS and for individual customers by approximately 11.5% and 14.0%, respectively, from
approximately HK$10,477 and HK$6,875 for the year ended 31 March 2014, respectively, to
approximately HK$11,685 and HK$7,839 for the year ended 31 March 2015, respectively,
which was mainly resulted from price upward adjustment as agreed pursuant to the
relevant EBPS Agreement and an upward price adjustment for individual customers,
respectively. The effect was partially offset by the decrease in the average occupancy rates
under the EBPS and for individual customers from approximately 94.0% and 95.5% for the
year ended 31 March 2014, respectively, to approximately 93.2% and 94.8% for the year
ended 31 March 2015, respectively, which were mainly due to (i) our vacant residential
places purchased by the SWD under the EBPS not being immediately occupied; and (ii)
certain of our individual customers who were on the Central Waiting List having been
arranged by the SWD to occupy our residential places purchased under the EBPS.

The revenue of Pine Care Hong Fai Elderly Centre increased by approximately HK$2.7
million from approximately HK$9.0 million for the year ended 31 March 2014 to
approximately HK$11.7 million for the year ended 31 March 2015. The increase was
primarily resulted from the increase in the average monthly residential fees under the EBPS
by approximately 11.5% from approximately HK$10,477 for the year ended 31 March 2014
to approximately HK$11,685 for the year ended 31 March 2015, which was mainly resulted
from price upward adjustment as agreed pursuant to the relevant EBPS Agreement, and
the increase in the average occupancy rates under EBPS and for individual customers from
approximately 79.1% and 92.2% for the year ended 31 March 2014, respectively, to
approximately 99.2% and 96.7% for the year ended 31 March 2015, respectively, which
were mainly due to (i) more residents having been arranged by the SWD to occupy the
vacant residential places purchased under the EBPS; and (ii) more marketing effort of our
staff on the introduction tours for the prospective residents by our staff, respectively.

Sale of elderly home related goods and provision of health care services

Our revenue from sale of elderly home related goods and provision of health care
services increased by approximately HK$1.4 million, or approximately 5.9% from
approximately HK$22.9 million for the year ended 31 March 2014 to HK$24.3 million for
the year ended 31 March 2015. The increase was primarily due to (i) an increase in the
average annual spending on elderly home related goods per resident from approximately
HK$20,335 for the year ended 31 March 2014 to approximately HK$21,261 for the year
ended 31 March 2015; and (ii) an increase in the average number of residents per month
from 1,118 for the year ended 31 March 2014 to 1,138 for the year ended 31 March 2015.

Other income and gains
Our other income and gains increased by approximately HK$21.5 million, or

approximately 496.8% from approximately HK$4.3 million for the year ended 31 March
2014 to approximately HK$25.8 million for the year ended 31 March 2015. The increase in
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other income and gains was mainly due to the increases in net gain on disposal of financial
assets at fair value through profit or loss, net fair value gain on investment properties, and
net fair value gain on financial assets at fair value through profit or loss.

Net fair value gain on investment properties increased by approximately HK$8.5
million, from approximately HK$0.3 million for the year ended 31 March 2014 to
approximately HK$8.8 million for the year ended 31 March 2015. The increase was mainly
resulted from a surge of the property market prices in Hong Kong during the year ended
31 March 2015.

Net fair value loss on financial assets at fair value through profit or loss of
approximately HK$3.1 million was recognised for the year ended 31 March 2014, which
was classified as other expenses in our consolidated statements of profit or loss, turned into
net fair value gain on financial assets at fair value through profit or loss of approximately
HK$6.6 million for the year ended 31 March 2015. Net fair value gain on financial assets at
fair value through profit or loss was recognised for the year mainly resulting from a surge
of the stock market in Hong Kong during the year ended 31 March 2015.

Net loss on disposal of financial assets at fair value through profit or loss of
approximately HK$1.2 million recognised for the year ended 31 March 2014, which was
classified in other expenses in our consolidated statements of profit or loss, turned into net
gain on disposal of financial assets at fair value through profit or loss of approximately
HK$4.7 million for the year ended 31 March 2015. Net gain on disposal of financial assets at
fair value through profit or loss was recognised for the year ended 31 March 2015 mainly
due to a surge in the Hong Kong stock market during the year ended 31 March 2015.

Depreciation

Our depreciation decreased by approximately HK$2.5 million, or approximately 22.8%
from approximately HK$11.2 million for the year ended 31 March 2014 to approximately
HK$8.6 million for the year ended 31 March 2015. The decrease in depreciation was
primarily due to the full year effect of the leasehold improvements for New Pine Care
Centre and Pine Care (Lee Foo) Elderly Care Centre which became fully depreciated during
the year ended 31 March 2014.

Staff costs

Our staff costs increased by approximately HK$5.5 million, or approximately 8.2% from
approximately HK$67.0 million for the year ended 31 March 2014 to approximately
HK$72.5 million for the year ended 31 March 2015. The increase was primarily due to (i) the
increase in the number of headcounts for permanent registered nurses and social workers
with higher salaries and (ii) a general salary increment during the year ended 31 March
2015. The effect was partially offset by the decrease in the average headcounts for other
permanent staff for the year ended 31 March 2015.

Property rental and related expenses
Our property rental and related expenses increased by HK$1.9 million, or

approximately 13.4% from HK$13.9 million for the year ended 31 March 2014 to HK$15.8
million for the year ended 31 March 2015. The increase in property rental and related
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expenses was primarily due to the increased monthly rental charges after the renewal of
the new leases for Pine Care Centre and Pine Care (Tak Fung) Elderly Centre in August 2014
and May 2014, respectively.

Food and beverage costs

Our food and beverage costs slightly increased by approximately HK$0.4 million, or
approximately 5.7% from approximately HK$7.8 million for the year ended 31 March 2014
to approximately HK$8.3 million for the year ended 31 March 2015. The increase in food
and beverage costs was in line with the increase in the overall average monthly occupancy
rate for the year ended 31 March 2015.

Utility expenses

Our utility expenses remained relatively stable at approximately HK$6.2 million and
HK$6.9 million for the two years ended 31 March 2015, respectively.

Supplies and consumables

Our supplies and consumables remained relatively stable at approximately HK$5.4
million and HK$5.5 million for the two years ended 31 March 2015, respectively.

Other operating expenses

Our other operating expenses increased by approximately HK$5.2 million, or
approximately 47.6% from HK$10.9 million for the year ended 31 March 2014 to
approximately HK$16.1 million for the year ended 31 March 2015. The increase in other
operating expenses was primarily due to the increase in medical professional fee by
approximately HK$4.0 million resulting from more temporary staff being hired during the
year ended 31 March 2015.

Operating profit

Operating profit from continuing operations increased by approximately HK$5.0
million, or approximately 21.1% from approximately HK$23.6 million for the year ended 31
March 2014 to approximately HK$28.5 million for the year ended 31 March 2015. The
operating profit margin, being our operating profit from continuing operations as a
percentage of revenue, increased by approximately 1.5% from approximately 15.9% for the
year ended 31 March 2014 to approximately 17.4% for the year ended 31 March 2015. The
increase in operating profit margin was primarily due to the increase in revenue, and the
effect was partially offset by the increase in operating expenses. The increase in revenue
was mainly due to the increases in the overall average monthly residential fee in the
average occupancy rate for the year ended 31 March 2015. The increase in operating
expenses was primarily due to the increases in staff costs and property rental and related
expense for the year ended 31 March 2015. The effect was partially offset by the decrease
in depreciation charged for the year ended 31 March 2015. For details of the fluctuation,
please refer to the above paragraphs in this section.
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Other expenses

Our other expenses decreased from approximately HK$4.3 million for the year ended
31 March 2014 to nil for the year ended 31 March 2015. The decrease in other expenses
was primarily due to (i) fair value loss on financial assets at fair value through profit or loss
of approximately HK$3.1 million was incurred for the year ended 31 March 2014 while no
such loss was recorded for the year ended 31 March 2015; and (ii) loss on disposal of
financial assets at fair value through profit or loss of approximately HK$1.2 million was
incurred for the year ended 31 March 2014 while no such loss was recorded for the year
ended 31 March 2015. See paragraph headed “Other expenses” in this section above for
more details.

Finance costs

Finance costs decreased by approximately HK$0.2 million, or approximately 3.2% from
approximately HK$5.9 million for the year ended 31 March 2014 to approximately HK$5.7
million for the year ended 31 March 2015. The decrease in finance costs was primarily due
to the repayments of interest-bearing bank loans of approximately HK$32.7 million and
HK$30.7 million during the year ended 31 March 2014 and the year ended 31 March 2015,
respectively. The effect was partially offset by the full year effect of interests paid for the
bank loans of approximately HK$56.3 million extended to us during the year ended 31
March 2014.

Income tax expense

Income tax expense increased by approximately HK$2.5 million from approximately
HK$3.4 million for the year ended 31 March 2014 to approximately HK$5.9 million for the
year ended 31 March 2015 mainly due to increase in our profit before tax from continuing
operations. Our effective tax rate decreased from approximately 19.2% for the year ended
31 March 2014 to approximately 12.1% for the year ended 31 March 2015 as a result of (i)
a large portion of non-taxable income mainly arising from the net fair value gain on
investment properties; and (ii) the assessable profits arising from the improved financial
performances of Pine Care (Tak Fung) Elderly Centre and Pine Care Hong Fai Elderly Centre
for the year ended 31 March 2015, which both recorded tax losses for the year ended 31
March 2014. Our income not subject to tax amounted to approximately HK$2.0 million for
the year ended 31 March 2015 mainly represented the effect of dividend income of
approximately HK$2.6 million and fair value gain on investment properties of
approximately HK$8.8 million for the year ended 31 March 2015, which were non-taxable
in nature.

Profit for the year

As a result of the foregoing, profit for the year from continuing operations increased
by approximately HK$28.5 million, or approximately 199.3% from approximately HK$14.3
million for the year ended 31 March 2014 to approximately HK$42.8 million for the year
ended 31 March 2015. Our net profit margin increased from approximately 9.7% for the
year ended 31 March 2014 to approximately 26.1% for the year ended 31 March 2015. The
increase in the net profit margin was mainly contributed by (i) the increase in revenue by
HK$15.8 million; and (ii) the increase in other income and gains by approximately HK$21.5
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million. The effect was partially offset by (i) the increase in other operating expenses by
approximately HK$5.2 million; and (ii) the increase in staff costs by approximately HK$5.5
million.

LIQUIDITY AND CAPITAL RESOURCES
Cash flows of our Group

The following table sets forth the selected cash flow data from the consolidated
statements of cash flows for the Track Record Period:

For the four months
For the year ended 31 March ended 31 July

2014 2015 2016 2015 2016

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)

Net cash flows from operating

activities . ............... 26,043 33,317 35,772 11,362 8,760
Net cash flows (used in)/from

investing activities. ... ... .. (44,922) 18,345 86,977 51,375 17,899
Net cash flows from/(used in)

financing activities. . . ... ... 22,764 (46,211) (118,585) (53,938) (11,839)
Net increase in cash and cash

equivalents . ............. 3,885 5,451 4,164 8,799 14,820
Cash and cash equivalents

at beginning of year/period . . 7,402 11,287 16,738 16,738 20,902

Cash and cash equivalents at end
of year/period .. .......... 11,287 16,738 20,902 25,537 35,722

Net cash flows from operating activities

Our net cash flows from operating activities was principally derived from the receipts
from (i) rendering of elderly home care services; and (ii) sales of elderly home related goods
and provision of health care services. Our operating expenses mainly comprised staff costs,
property rental and related expenses, food and beverage costs and other operating
expenses. During the Track Record Period, our net cash flows from operating activities
represented profit before tax from both continuing operations and discontinued operations
adjusted for Hong Kong profits tax paid, finance costs, interest income, dividend income,
non-cash items and changes in working capital.

For the four months ended 31 July 2016, we had net cash flows from operating
activities of approximately HK$8.8 million and profit before tax from continuing operations
and discontinued operations of approximately HK$16.0 million and HK$1.2 million,
respectively. Adjustments primarily included depreciation of property, plant and equipment
in the amount of approximately HK$2.7 million, finance costs of approximately HK$1.3
million, and gain on disposal of non-current assets classified as held for sale, which was a
warehouse, of approximately HK$8.6 million. Changes in working capital represented a net
outflow of approximately HK$1.9 million of cash, primarily attributable to an increase in
prepayments, deposits and other receivables of approximately HK$2.4 million. The increase
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in prepayments, deposits and other receivables was primarily due to the additional rental
deposits of approximately HK$1.8 million placed for Pine Care Centre which tenancy
agreement was previously signed between the landlord and Mr. Elson Yim. Since July 2016,
the agreement was novated to our Group and additional rental deposit was paid for
additional security to the landlord for this novation. The effect was partially offset by an
increase in other payables and accruals of approximately HK$1.2 million, which was mainly
resulted from an increase in receipt in advance of government grants by approximately
HK$0.9 million. We paid Hong Kong profits tax and interests of approximately HK$0.6
million and HK$1.3 million, respectively, during the four months ended 31 July 2016.

For the year ended 31 March 2016, we had net cash flows from operating activities of
approximately HK$35.8 million and profit before tax from continuing operations and
discontinued operations of approximately HK$31.1 million and HK$1.7 million, respectively.
Adjustments primarily included depreciation of property, plant and equipment in the
amount of approximately HK$8.7 million, finance costs of approximately HK$4.8 million,
and gain on disposal of financial assets at fair value through profit or loss of approximately
HK$3.7 million. Changes in working capital represented a net outflow of approximately
HK$0.1 million of cash, primarily attributable to an increase in prepayments, deposits and
other receivables of approximately HK$2.4 million. The increase in prepayments, deposits
and other receivables was primarily due to the additional rental deposits of approximately
HK$1.8 million placed for Pine Care Place to be developed under the Pine Care Place
Development Plan. The effect was partially offset by an increase in other payables and
accruals of approximately HK$1.8 million, which was mainly resulted from an increase in
receipt in advance of government grants by approximately HK$0.7 million and deposits
received for individual customers by approximately HK$0.6 million. We paid Hong Kong
profits tax and interests of approximately HK$5.8 million and HK$4.8 million, respectively,
during the year ended 31 March 2016.

For the year ended 31 March 2015, we had net cash flows from operating activities of
approximately HK$33.3 million and profit before tax from continuing operations and
discontinued operations of approximately HK$48.6 million and HK$2.1 million, respectively.
Adjustments primarily included fair value gain on investment properties of approximately
HK$8.8 million, depreciation of property, plant and equipment in the amount of
approximately HK$8.7 million, fair value gain on financial assets at fair value through
profit or loss of approximately HK$6.6 million, finance costs of approximately HK$5.7
million, and gain on disposal of financial assets at fair value through profit or loss of
approximately HK$4.7 million. Changes in working capital represented a net inflow of
approximately HK$3.4 million of cash, primarily attributable to an increase in other
payables and accruals of HK$1.4 million, a decrease in prepayments, deposits and other
receivables of approximately HK$1.1 million, and an increase in trade payables of
approximately HK$1.0 million. The increase in our other payables and accruals was
primarily due to an increase in receipt in advance of government grants of approximately
HK$1.0 million. The decrease in prepayments, deposits and other receivables was primarily
due to the receipt of government grants receivables from the SWD of approximately
HK$0.7 million in aggregate, subsidy in relation to Dementia Supplement which was
incurred before the application made to the SWD. The increase in trade payables was
primarily due to the increase in other operating expenses and purchases of our food and
beverages, and supplies and consumables as reflected in the increase in our food and
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beverages costs, supplies and consumables and other operating expenses for the year
ended 31 March 2015. We paid Hong Kong profits tax and interests of approximately
HK$5.9 million and HK$5.7 million, respectively, during the year ended 31 March 2015.

For the year ended 31 March 2014, we had net cash flows from operating activities of
approximately HK$26.0 million and profit before tax from continuing operations and
discontinued operations of approximately HK$17.7 million and HK$1.0 million, respectively.
Adjustments primarily included depreciation of property, plant and equipment in the
amount of approximately HK$11.2 million, finance costs of approximately HK$5.9 million,
and fair value loss on financial assets at fair value through profit or loss of approximately
HK$3.1 million. Changes in working capital represented a net outflow of approximately
HK$3.1 million of cash, primarily attributable by a decrease in other payables and accruals
of approximately HK$5.5 million and a decrease in trade payables of approximately HK$2.1
million. The decrease in other payables and accruals was primarily due to the settlement of
certain pre-existing other payables of approximately HK$4.4 million in relation to our
acquisition of Manchester Rehabilitation during the year ended 31 March 2014. The
decrease in trade payables was primarily due to more timely payments made to our
suppliers. These cash outflows were partially offset by a decrease in trade receivables of
approximately HK$3.4 million. The decrease in trade receivables was primarily due to
earlier payments made by our customers. We paid interests and Hong Kong profits tax of
approximately HK$5.9 million and HK$3.0 million, respectively, during the year ended 31
March 2014.

Net cash flows (used in)/from investing activities

Our cash used in investing activities mainly consisted of the purchases of property,
plant and equipment, investment properties and various types of financial assets, such as
unlisted unit trust funds, listed equity investments, insurance asset and structured financial
products, and advances to shareholders and directors. Our cash flow from investing
activities mainly represented proceeds from disposal of non-current assets classified as held
for sale, investment properties and financial assets.

For the four months ended 31 July 2016, we had net cash inflows from investing
activities of approximately HK$17.9 million, which was primarily due to (i) proceeds from
disposal of non-current assets classified as held for sale in relation to a warehouse, of
approximately HK$11.9 million; (ii) proceeds from disposal of financial assets at fair value
through profit or loss of approximately HK$4.8 million due to our structured financial
products matured in May 2016; and (iii) repayments from our Directors in the amounts of
approximately HK$1.6 million.

For the year ended 31 March 2016, we had net cash inflows from investing activities of
approximately HK$87.0 million, which was primarily due to (i) the proceeds from disposal
of financial assets at fair value through profit or loss (i.e. listed equity investments) and
available-for-sale investments (i.e. unlisted unit trust funds) of approximately HK$41.2
million and HK$13.8 million, respectively; (ii) proceeds from sales of one of the investment
properties, which was a residential property, of approximately HK$25.3 million; and (iii)
repayments from our Directors and Shareholders in the amounts of approximately HK$10.2
million and HK$4.0 million, respectively. These cash inflows were partially offset by the
purchases of items of property, plant and equipment in the amount of HK$14.1 million
mainly for the acquisition of a warehouse in Tsuen Wan.
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For the year ended 31 March 2015, we had net cash inflows from investing activities of
approximately HK$18.3 million, which was primarily due to (i) the proceeds from disposal
of financial assets at fair value through profit or loss (i.e. listed equity investments and
structured financial products) and available-for-sale investments (i.e. unlisted unit trust
funds) of approximately HK$28.4 million and HK$11.4 million, respectively; and (ii)
repayments from shareholders in the amount of approximately HK$5.1 million. These cash
inflows were partially offset by (i) the purchases of items of property, plant and equipment
in the amount of HK$11.8 million in aggregate mainly for the purchases of a staff
dormitory in each of Tsz Wan Shan and Kwun Tong of an aggregate amount of
approximately HK$8.8 million and the leasehold improvements for our care and attention
homes of approximately HK$2.2 million; (ii) purchases of available-for-sale investments (i.e.
unlisted unit trust funds) and financial assets at fair value through profit or loss (i.e. listed
equity investments and structured financial products) in the amounts of approximately
HK$10.0 million and HK$9.1 million; and (iii) advances made to our Directors of
approximately HK$1.9 million.

For the year ended 31 March 2014, we had net cash used in investing activities of
approximately HK$44.9 million, which was primarily due to (i) the purchases of financial
assets at fair value through profit or loss (i.e. listed equity investments, insurance asset and
structured financial products) and available-for-sale investments (i.e. unlisted unit trust
funds) in the amounts of approximately HK$44.9 million and HK$14.7 million, respectively;
(ii) advances to our Shareholders and Directors in the amounts of approximately HK$6.5
million and HK$5.7 million, respectively; (iii) purchases of investment properties in the
amount of approximately HK$5.8 million mainly for the car parks; and (iv) purchases of
items of property, plant and equipment in the amount of approximately HK$2.0 million
mainly for the furniture, fixtures and other equipment for our care and attention homes.
These cash outflows were partially offset by the proceeds from disposal of available-for-
sale investments (i.e. unlisted unit trust funds) and financial assets at fair value through
profit or loss (i.e. listed equity investments and structured financial products) in the
amounts of approximately HK$5.2 million and HK$29.2 million, respectively.

Net cash flows from/(used in) financing activities

Our cash inflows from financing activities mainly consisted of proceeds from new bank
loans for general working capital and mortgages of our investment properties and land
and buildings for our operations and capital contributions by the then equity owners. Our
cash used in financing activities mainly consisted of repayments of bank loans, dividends
paid and repayment of amounts due to our Shareholders and Directors.

For the four months ended 31 July 2016, we had net cash used in financing activities
of approximately HK$11.8 million, which primarily consisted of (i) repayment of bank loans
of approximately HK$8.0 million; (ii) increase in prepayments for listing expenses of
approximately HK$1.7 million; and (iii) repayment for the amount due to our Directors of
approximately HK$6.1 million. The cash outflows were partially offset by proceeds from our
new bank loans of approximately HK$4.0 million mainly for our Group’s general working
capital purposes.

For the year ended 31 March 2016, we had net cash used in financing activities of
approximately HK$118.6 million, which primarily consisted of repayment of bank loans of
approximately HK$62.1 million and dividends paid in the amount of approximately HK$54.6
million.
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For the year ended 31 March 2015, we had net cash used in financing activities of
approximately HK$46.2 million, which primarily consisted of repayment of bank loans of
approximately HK$30.7 million and dividends paid in the amount of approximately HK$19.0
million. These cash outflows were partially offset by the drawing down of term loan of
approximately HK$5.0 million for our Group’s general working capital purposes.

For the year ended 31 March 2014, we had net cash inflows from financing activities
of approximately HK$22.8 million, which primarily consisted of the proceeds from our new
bank loans of the renewed banking facilities of approximately HK$56.3 million mainly for
our Group’s general working capital purposes and capital contributions by our then equity
owners of approximately HK$4.0 million. These cash inflows were partially offset by
repayment of bank loans as a result of the maturity of our Group’s banking facilities of
approximately HK$32.7 million and repayments to Shareholders in the amount of
approximately HK$6.5 million.
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Net current (liabilities)/assets

The table below sets forth the breakdown of our current assets and current liabilities
as at 31 March 2014, 31 March 2015, 31 March 2016, 31 July 2016 and 30 November 2016.

As at As at
As at 31 March 31 July 30 November
2014 2015 2016 2016 2016
HK$'000 HK$'000 HK$'000 HK$°000 HK$'000
(unaudited)
Current assets
Non-current assets classified as held for sale . . . . — — 3,263 — —
Investment properties classified as held for sale. . — 22,500 14,050 14,050 -
Prepayments, deposits and other receivables . . . . 3,296 3,445 4,223 8,807 12,796
Inventories. . . ....... ... ... 163 172 - - -
Trade receivables. . . ................... 2,282 1,349 913 1,257 1,129
Financial assets at fair value through
profitorloss ...................... 40,579 37,422 4,861 — —
Due from directors .. .................. 10,791 12,649 2,481 897 -
Due from shareholders. .. ............... 9,097 3,980 — — —
Tax recoverable. . . ........ ... ... .. ..., 1,443 2,365 2,101 1,413 673
Cash and cash equivalents. . .............. 11,288 17,992 17,268 34,217 32,015
78,939 101,874 49,160 60,641 46,613
Assets of disposal groups classified
asheldofsale..................... — — 27,252 25,166 —
Total current assets . . .................. 78,939 101,874 76,412 85,807 46,613
Current liabilities
Trade payables. . .......... ... ... .. ... 1,010 2,051 2,241 1,894 1,531
Other payables and accruals. . . ............ 10,838 14,489 13,892 15,086 19,172
Dividend payable. . . ................... — 2,359 — — —
Due to related companies. ... ............ 1,019 9 — — —
Due to directors . .. ........ .. ... ... ... 4,581 4,270 4,583 — —
Due to shareholders. . .. ... ............. 1,848 M — — —
Interest-bearing bank and
other borrowings. . ............ ... ... 292,465 268,062 38,573 37,673 17,006
Tax payable. .. ....... ... ... .. ... .. .. 2,898 3,093 4,605 5,620 5,726
314,659 295,044 63,894 60,273 43,435
Liabilities directly associated with the assets of
disposal groups classified as held for sale . . . . — — 7,895 6,493 —
Total current liabilities. . . ............... 314,659 295,044 71,789 66,766 43,435
Net current (liabilities)/assets . . .. .......... (235,720) (193,170) 4,623 19,041 3,178

Our total current assets as at 31 March 2014, 31 March 2015, 31 March 2016, 31 July
2016 and 30 November 2016 amounted to approximately HK$78.9 million, HK$101.9
million, HK$76.4 million, HK$85.8 million and HK$46.6 million, respectively, which primarily
consisted of investment properties classified as held for sale, prepayments, deposits and
other receivables, financial assets at fair value through profit or loss, due from directors,
due from shareholders, assets of disposal groups classified as held for sale and cash and
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cash equivalents. Our total current liabilities as at 31 March 2014, 31 March 2015, 31 March
2016, 31 July 2016 and 30 November 2016 amounted to approximately HK$314.7 million,
HK$295.0 million, HK$71.8 million, HK$66.8 million and HK$43.4 million, respectively, with
other payables and accruals, due to directors, interest-bearing bank and other borrowings,
and liabilities directly associated with the assets of disposal groups classified as held for
sale being our major current liabilities components.

Our net current liability positions of approximately HK$235.7 million and HK$193.2
million as at 31 March 2014 and 31 March 2015, respectively, were mainly due to the
repayment on demand clauses for our interest-bearing bank and other borrowings. The
interest-bearing bank and other borrowings were raised for (i) our mortgage payments for
our investment properties and land and buildings for our operations; and (ii) working
capital loan for our operations.

Our net current liability position as at 31 March 2015 was approximately HK$193.2
million which decreased by approximately HK$42.6 million, as compared to our net current
liability position of approximately HK$235.7 million as at 31 March 2014. Such decrease was
primarily due to an increase in investment properties classified as held for sale and cash
and cash equivalents by approximately HK$22.5 million and HK$6.7 million, respectively,
and a decrease in current portion of interest-bearing bank and other borrowings by
approximately HK$24.4 million, which was partially offset by an increase in other payables
and accruals by approximately HK$3.7 million and the decrease in financial assets at fair
value through profit or loss and due from shareholders by approximately HK$3.2 million
and HK$5.1 million, respectively.

Our financial position returned to a net current asset position of approximately
HK$4.6 million as at 31 March 2016. The net current asset position was primarily due to an
increase in non-current assets classified as held for sale by approximately HK$3.3 million
and a decrease in current portion of interest-bearing bank and other borrowings by
approximately HK$229.5 million mainly resulting from the rescheduling of the repayment
terms of certain bank borrowings which were classified as non-current liabilities as at 31
March 2016. For further details of bank borrowings, please refer to “Financial information
— Indebtedness” in this prospectus. The effect was partially offset by the decrease in
investment properties classified as held for sale, financial assets at fair value through profit
or loss and due from directors by approximately HK$8.5 million, HK$32.6 million and
HK$9.8 million, respectively.

Our net current asset position further increased to approximately HK$19.0 million as at
31 July 2016. The net current asset position was primarily due to an increase in cash and
cash equivalents by approximately HK$16.9 million, and an increase in prepayments,
deposits and other receivables by approximately HK$4.6 million. The effect was partially
offset by a decrease in financial assets at fair value through profit or loss, due from
directors, and non-current assets classified as held for sale by approximately HK$4.9 million,
HK$1.6 million and HK$3.3 million, respectively.

Our net current asset position decreased to approximately HK$3.2 million as at 30
November 2016. The decrease in net current asset position was primarily due to the
disposal of investment properties classified as held for sale by HK$14.1 million, decrease in
assets and liabilities of disposal group classified as held for sale of approximately HK$18.7
million and decrease in cash and cash equivalents of approximately HK$2.2 million. The
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effect was partially offset by the increase in prepayments, deposits and other receivables by
approximately HK$4.0 million and decrease in interest-bearing bank and other borrowings
by approximately HK$20.7 million.

During the Track Record Period, we financed our non-current assets such as investment
properties and our care and attention homes included in land and buildings under
property, plant and equipment mainly with bank loans, which were long-term loans with
specified repayment terms but subject to a repayment on demand clause. As a result of
such clause, the bank borrowings were classified as current liabilities. However, we had not
received any demand for early repayment of our bank loans during the Track Record
Period. Hence, our net current liability position was resulted when our mortgaged
properties were classified as investment properties and property, plant and equipment
which were classified as non-current assets in the consolidated statements of financial
position.

See “Financial information — Discussion of selected items of consolidated statements
of financial position” for a discussion of various items of current assets and current
liabilities.

Working capital sufficiency

Notwithstanding our net current liability position as at 31 March 2014 and 2015, our
Directors believe that it is essential to manage our Group’s cash flows effectively so as to
ensure sufficiency of working capital and adequate liquidity for our business operations.
Our Group manages our overall cash flow by setting up the following measures:

(i) Monthly cashflow forecast — Our Group prepares a monthly cash flow forecast in
order to supervise our cash position for our operations. For any probable
expansion opportunity, our Directors take into consideration our cash position
and available banking facilities at the time prior to the acquisition of any new
business and/or properties for our business.

(i) Management of our debt covenants — Our banking facilities are bounded to
certain financial covenants. Our Group will calculate the financial ratios monthly
by referring to the monthly management accounts to ensure compliance with all
of the debt covenants under the banking facilities. As at 31 March 2015, we had
breached certain financial ratios in respect of certain banking borrowings whose
respective debt covenants were subsequently removed in December 2015. For
further details please refer to “Financial information — Indebtedness — Bank
Borrowings — Debt Covenants”.

(iii) Management of banking facilities and gearing ratio — We fund our properties,
working capital and expansion plans by available banking facilities. Our Directors
will closely monitor the gearing ratio and our utilised banking facilities at each
month end and make the financing decision with reference to our business needs,
our repayment ability and credit risk.

As at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016, we had
secured bank loans of approximately HK$292.3 million, HK$266.7 million, HK$198.5 million,
HK$194.7 million and HK$183.4 million, respectively. Our secured bank loans were obtained
for the purposes of financing (i) mortgage payments for properties held for occupation
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including the premises of some of our care and attention homes used in our operation, and
properties held for investment including investment properties, investment properties
classified as held for sale, and other land and buildings and investment properties included
in assets of disposal groups classified as held for sale, and (ii) our working capital.

Amongst our total secured bank loans, our secured bank loans obtained for working
capital were approximately HK$152.7 million, HK$138.6 million, HK$91.8 million, HK$93.8
million and HK$91.5 million as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30
November 2016, respectively.

Under the guidelines on property mortgage issued by Hong Kong Monetary Authority,
it was suggested that the maximum loan-to-value ratio (“Maximum LTV"”) for commercial
and industrial properties are capped at 40%, which means 40% of the acquisition cost of a
property can be financed by a mortgage loan secured by pledging the acquired property.
When our Directors consider acquiring properties for both properties held for occupation
and properties held for investment, our Directors take the Maximum LTV as a benchmark
and make sure that such loan-to-value ratio does not exceed the Maximum LTV.

The balances of secured bank loans obtained for financing our mortgage payments
were approximately HK$139.6 million, HK$128.0 million, HK$106.7 million, HK$100.9
million and HK$91.9 million as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30
November 2016, respectively. The aggregate carrying values of our mortgaged properties
were approximately HK$237.0 million, HK$240.8 million, HK$219.9 million, HK$215.0
million and HK$183.5 million as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30
November 2016, respectively.

As at 30 November 2016, market values of properties held for occupation were
approximately HK$553.3 million, respectively. Our loan-to-market value ratio as at 30
November 2016 was approximately 16.6%.

During the Track Record Period and up to the Latest Practicable Date, we have not
experienced any delay or default in bank loan repayments. We had demonstrated our
repayment ability by making the repayments of bank loans of approximately HK$32.7
million, HK$30.7 million, HK$62.1 million and HK$8.0 million during each of three years
ended 31 March 2016 and the four months ended 31 July 2016. Further, our Group raised
approximately HK$56.3 million, HK$5.0 million and HK$4.0 million for two years ended 31
March 2015 and for the four months ended 31 July 2016, respectively. Our Directors believe
that we had no difficulties in obtaining bank borrowings and other loan facilities in view of
our credit history during the Track Record Period.

We had historically funded our liquidity and capital requirements primarily through a
combination of bank and other borrowings, advances from related companies, directors
and shareholders, and internal resources. We had net cash flows from operating activities
of approximately HK$26.0 million, HK$33.3 million, HK$35.8 million and HK$8.8 million for
the three years ended 31 March 2016 and the four months ended 31 July 2016, respectively.
We require cash primarily for general working capital needs and capital expenditures for
opening and upgrading our care and attention homes in Hong Kong. As at 31 March 2014,
2015 and 2016 and 31 July 2016, we had cash and cash equivalents from continuing
operations of approximately HK$11.3 million, HK$18.0 million, HK$17.3 million and
HK$34.2 million, respectively.
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We expect to finance our working capital requirements and the planned capital
expenditures for the 12 months following the date of this prospectus with the following
sources of funding:

(i) net cash inflows to be generated from our operating activities;

(ii) the cash and cash equivalents available, which were HK$32.0 million as at 30
November 2016, and available banking facilities; and

(iii) net proceeds to be received by our Group from the Share Offer.

Based on the above, our Directors believe that we will have sufficient funds for our
present working capital requirements for at least the next 12 months from the date of this
prospectus.

For more information on our expected capital expenditure requirements, please refer
to the sub-section headed “Financial Information — Capital expenditure” of this prospectus.

DISCUSSION OF SELECTED ITEMS OF CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
Property, plant and equipment

Our property, plant and equipment consisted of leasehold improvements, furniture,
fixtures and other equipment, motor vehicles and land and buildings. As at 31 March 2014,
2015 and 2016 and 31 July 2016, the carrying amount of our property, plant and equipment
amounted to approximately HK$196.7 million, HK$199.8 million, HK$193.4 million and
HK$190.8 million, respectively, representing approximately 61.0%, 65.9%, 81.3% and 81.2%
of our Group’s total non-current assets, respectively. Our land and buildings mainly
represented five of our properties held for occupation for the purpose of providing elderly
home centres services. As at 31 March 2014, 2015 and 2016 and 31 July 2016, the carrying
amount of our land and buildings amounted to approximately HK$186.4 million, HK$190.2
million, HK$186.8 million and HK$185.1 million, respectively, representing approximately
94.8%, 95.2%, 96.6% and 97.0% of our Group's total property, plant and equipment,
respectively.

Our property, plant and equipment increased by approximately HK$3.1 million or
approximately 1.6%, from approximately HK$196.7 million as at 31 March 2014, to
approximately HK$199.8 million as at 31 March 2015. The increase was primarily
attributable to the purchases of a staff dormitory in each of Tsz Wan Shan and Kwun
Tong, of approximately HK$8.8 million in aggregate and the increase in leasehold
improvements of approximately HK$2.2 million for the minor renovation works for our
care and attention homes. The effect was partially offset by the depreciation provided for
the year of approximately HK$8.7 million. The carrying amount of our property, plant and
equipment then decreased by approximately HK$6.4 million, or approximately 3.2% to
approximately HK$193.4 million as at 31 March 2016. The decrease was primarily
attributable to (i) the depreciation provided for the year of approximately HK$8.7 million;
(ii) transfer of two staff dormitories to assets of disposal groups classified as held for sale
of approximately HK$7.1 million; (iii) transfer of a warehouse to non-current assets
classified as held for sale of approximately HK$3.3 million; and (iv) impairment loss on
disposal groups classified as held for sale of approximately HK$1.4 million, which was
partially offset by an increase in land and building of approximately HK$13.7 million, in
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relation to the acquisition of a premises in Tsuen Wan used by our Group as a warehouse.
The carrying amount of our property, plant and equipment then decreased by
approximately HK$2.5 million, or approximately 1.3% to approximately HK$190.8 million
as at 31 July 2016. The decrease was primarily attributable to depreciation provided for the
period of approximately HK$2.7 million.

Investment properties and investment properties classified as held for sale

Investment properties represented the properties held for investment, such as certain
residential flats and car parks, held by our Group for generating rental income, while
investment properties classified as held for sale represented those investment properties of
which the carrying amount will be recovered principally through a sales transaction and we
are committed to a plan to dispose of such investment properties and the sale is considered
to be highly probable in the forthcoming year. Our investment properties amounted to
approximately HK$51.9 million, HK$36.9 million, nil and nil as at 31 March 2014, 2015 and
2016 and 31 July 2016, respectively. Our investment properties classified as held for sale
amounted to approximately nil, HK$22.5 million, HK$14.1 million and HK$14.1 million as at
31 March 2014, 2015 and 2016 and 31 July 2016, respectively. The amount recorded was
based on the fair value arrived at by two independent property valuers and Jones Lang
LaSalle Corporate Appraisal and Advisory Limited, respectively, and was accounted for in
accordance with applicable accounting standards. The following table sets out the
movements of our investment properties as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$'000 HK$'000 HK$'000 HK$'000
Carrying amount at beginning of year/period . 45,885 51,900 36,900 —
Addition. . ... ... ... .. 5,755 — — —
Disposal . ........ ... . ... . . ... . ... ... — (1,300) (5,200) —
Fair value gain/(loss) . . .. ................ 260 8,800 (1,840) —
Assets included in assets of disposal groups
classified as held forsale . .............. — — (15,810) —
Transfer to investment properties classified
as held forsale . ......... .. ... ....... — (22,500) (14,050) —
Carrying amount at end of
year/period . ... ... 51,900 36,900 — —

Our investment properties decreased by approximately HK$15.0 million, or by
approximately 28.9% from approximately HK$51.9 million as at 31 March 2014 to
approximately HK$36.9 million as at 31 March 2015. The decrease was mainly due to the
transfer of one of our residential properties of approximately HK$22.5 million to
investment properties classified as held for sale which we planned to recover through a
sales transaction. Such decrease was partially offset by the fair value gain of approximately
HK$8.8 million as recognised in other income and gains for the year ended 31 March 2015.
As such, our investment properties classified as held for sale was HK$22.5 million as at 31
March 2015. The residential property was sold to an Independent Third Party in May 2015.

- 274 -



FINANCIAL INFORMATION

We recorded no investment properties as at 31 March 2016 mainly due to (i)
reclassification of certain residential properties of Giant Success to assets of disposal groups
classified as held for sale of approximately HK$15.8 million; (ii) transfer of investment
properties of approximately HK$14.1 million to investment properties classified as held for
sale for the Reorganisation; (iii) disposal of certain car parks of approximately HK$5.2
million during the year; and (iv) fair value loss of approximately HK$1.8 million as
recognised in other expenses for the year ended 31 March 2016. As such, our investment
properties classified as held for sale was HK$14.1 million as at 31 March 2016 and 31 July
2016 due to the transfer of such properties to Giant Success for the Reorganisation. These
transactions were completed in October 2016.

Valuation methodology

Under the relevant valuation standards, the property valuer considers to adopt the
direct comparison approach as appropriate depending on the availability of the comparable
properties. Properties are valued on the assumption that each of the properties can be sold
in its existing state subject to existing tenancies or otherwise with the benefit of vacant
possession. Where the direct comparison approach is adopted, the property valuer has
considered the prices realised or current asking prices of selected comparable properties of
similar size, character and location, and analysed and weighed against the advantages and
disadvantages of each property in arriving at a fair value.

The property valuer has confirmed that the above key assumptions adopted by the
property valuer is in accordance with the HKIS Valuation Standards issued by the Hong
Kong Institute of Surveyors and/or the RICS Valuation — Professional Standards issued by
Royal Institution of Chartered Surveyors. After reviewing the assumptions adopted by the
property valuer, our Company and Directors consider the assumptions are made on a
reasonable basis.

Assets of disposal groups classified as held for sale

As part of the Reorganisation, assets of disposal groups classified as held for sale
mainly arose as a result of disposals of (i) the entire interests in Best Luck and Added Twist
to Pine Care River, a company directly wholly owned by Pine Active Care, one of our
Controlling Shareholders; and (ii) the entire interest in Giant Success to Pine Active Care.
See “Appendix | — Accountants’ Report — II. Notes to Financial Information — note 11" in
this prospectus for further details of the assets and liabilities of Best Luck, Added Twist and
Giant Success.

The principal business of Giant Success is property investment. The reason for the
disposal of Giant Success by our Group was that the properties held by Giant Success were
not principal assets of our Group and did not form part of and were not crucial to our
Group'’s principal operations. The disposal of Giant Success was completed in August 2016
(i.e. after the Track Record Period). As at 31 July 2016, Giant Success had land and buildings
and the investment properties of approximately HK$7.2 million and HK$15.8 million,
respectively, and interest-bearing bank borrowings of approximately HK$6.0 million.
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Goodwill

Our goodwill mainly arose as a result of our acquisitions of Ruby International and
Gericare Centre in June 2010, being the excess of the consideration for the acquisitions
over the fair value of the identifiable net assets acquired on the acquisition date.

Gericare Centre is the licence holder of (i) Pine Care (Po Tak) Elderly Centre; and (ii)
Pine Care (Po Tak Branch) Elderly Centre with 194 and 140 residential care places,
respectively. The premises used for Pine Care (Po Tak) Elderly Centre is owned by and
leased to Gericare Centre by Ruby International. Our Directors expected that by acquiring
Ruby International and Gericare Centre, our Group could enjoy higher operating efficiency
and further secure our leading position as one of the largest RCHE private operators
participating in the EBPS in Hong Kong through (i) increasing the number of residential
care places participating in EBPS by 198 places and our total residential care places
increased by 334 places; (ii) enhancing our bargaining power over suppliers and enjoying
bulk purchase discounts, which was expected to reduce the overall costs of food and
beverage, supplies and consumables; and (iii) enlarging our customer base by expanding
our care and attention home network to New Territories.

Gericare Centre contributed revenue of approximately HK$43.4 million, HK$46.2
million, HK$48.2 million and HK$16.6 million to our Group for the three years ended 31
March 2016 and the four months ended 31 July 2016, respectively, representing
approximately 29.3%, 28.2%, 27.9% and 28.0% of our Group’s revenue from continuing
operations for such years/period, respectively. Pine Care (Po Tak Branch) Elderly Centre
contributed approximately HK$18.3 million, HK$19.6 million, HK$20.3 million, and HK$7.0
million to our total revenue during the three years ended 31 March 2016 and the four
months ended 31 July 2016, respectively, representing approximately 12.4%, 12.0%, 11.8%
and 11.8% of our total revenue, respectively. Gericare Centre and Ruby International
contributed an aggregate net profit of approximately HK$4.5 million, HK$4.0 million,
HK$4.4 million and HK$1.6 million to our Group for the three years ended 31 March 2016
and the four months ended 31 July 2016, respectively.

In performing the impairment testing of goodwill, our Group compares the carrying
amounts of the cash-generating units against their recoverable amounts. The recoverable
amount of the cash-generating unit of Gericare Centre and Ruby International has been
determined based on a value in use calculation using cash flow projections covering a five-
year period approved by management of our Group and our management has taken into
account the Early Termination when preparing the cash flow projections covering a five-
year period. The pre-tax discount rate applied to the cash flow projections is 13.0%. The
cash flows of the cash-generating unit of Gericare Centre and Ruby International are
projected using an annual growth rate of 12% during the five-year period. The cash flows
beyond the five-year period are extrapolated using a growth rate of 3.0% which was below
the long term average growth rate of the industry. Based on the cash flow projections, the
recoverable amount of the cash-generating unit of Gericare Centre and Ruby International
exceeds the carrying amount and the management of our Group is of the opinion that no
impairment of goodwill was noted during the Track Record Period.
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With all other variables held constant, the carrying amount of cash-generating unit
would exceed the recoverable amount when either (a) the annual growth rate of cash
flows of the cash-generating unit of Gericare Centre and Ruby International adopted in the
cash flow projections during the five-year period is below 9.13%; or (b) the pre-tax
discount rate applied to the cash flow projections of the cash-generating unit of Gericare
Centre and Ruby International is above 13.46%.

As at 31 March 2014, 2015 and 2016 and 31 July 2016, the carrying amount of
goodwill remained at approximately HK$33.8 million. No impairment has been made
during the Track Record Period.

Available-for-sale investments

Our available-for-sale investments represented our purchase of unlisted unit trust
funds. The available-for-sale investments amounted to approximately HK$14.4 million,
HK$13.7 million, nil and nil as at 31 March 2014, 2015 and 2016 and 31 July 2016,
respectively. The fair value loss was recognised as other comprehensive loss in the
consolidated statements of comprehensive income and such loss amounted to
approximately HK$0.4 million and HK$2.6 million for the two years ended 31 March 2015,
respectively, and a fair value gain was recognised as other comprehensive income in the
consolidated statements of comprehensive income and such gain amounted to
approximately HK$2.4 million for the four months ended 31 July 2015 and the year ended
31 March 2016. During the Track Record Period, we recorded a gain on disposal as other
income and gains of approximately HK$0.1 million and HK$1.6 million for the two years
ended 31 March 2015, respectively, and disposal loss of approximately HK$1.1 million for
the four months ended 31 July 2015 and the year ended 31 March 2016. The unlisted unit
trust funds were all disposed of during the year ended 31 March 2016.

Our Company and Directors confirm that we currently do not have any intention to
invest in unlisted unit trust funds after the Listing.
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Financial assets at fair value through profit or loss

Our financial assets at fair value through profit or loss represented our purchases of
listed equity investments, a life insurance asset of which we are the beneficiary and the
policy holder to insure a Director and structured financial products. The following sets out
the breakdown of our financial assets at fair value through profit or loss as at the dates
indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$000 HK$'000 HK$'000 HK$°000
Non-current

Insuranceasset . . ............... 2,580 2,609 2,755 2,768

Structured financial products .. .. .. 9,718 4,900 — —
12,298 7,509 2,755 2,768

Current

Listed equity investments .. ....... 40,579 37,422 — —

Structured financial products . ... .. — — 4,861 —
40,579 37,422 4,861 —
52,877 44,931 7,616 2,768

The fair value of the insurance asset was recorded at approximately HK$2.6 million,
HK$2.6 million, HK$2.8 million and HK$2.8 million as at 31 March 2014, 2015 and 2016 and
31 July 2016, respectively. The market value of our listed equity investments amounted to
approximately HK$40.6 million, HK$37.4 million, nil and nil as at 31 March 2014, 2015 and
2016 and 31 July 2016, respectively. All our listed equity investments were disposed of in
the year ended 31 March 2016. Our structured financial products represented certain
equity-linked investments we held. The fair value of structured financial products
amounted to approximately HK$9.7 million, HK$4.9 million and HK$4.9 million as at 31
March 2014, 2015 and 2016, respectively. All the structured financial products were
matured in May 2016. Thus, the amount decreased to nil as at 31 July 2016.

Our Company and Directors confirm that we currently do not intend to further invest
in listed equity investments and structured financial products after the Listing.

Trade receivables

Our trade receivables primarily consisted of receivables from our customers for
monthly residential fees for the elderly home care services rendered. Our monthly
residential fees were generally collectible within a few days after the month of such
services rendered, however, we offered a credit period of up to one month to our
customers, including individual customers and those who participated in the EBPS.
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The table below sets forth a summary of the aging analysis of trade receivables that
were neither individually nor collectively to be impaired and average turnover days of our
trade receivables for the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$000 HK$°000 HK$000 HK$°000
Neither past due nor impaired . . ... 1,938 1,141 675 426
Less than one month past due. . . ... 97 160 140 345
One to three months past due ... .. 43 38 78 456
Over three months past due ... .. .. 204 10 20 30
2,282 1,349 913 1,257
Average turnover days of trade
receivables™ . . ... ... ... . ... .. 6 4 2 2

(1) Trade receivables turnover days are calculated by dividing the average trade receivables by revenue and
multiplied by 365 days for each of the three years ended 31 March 2014, 2015 and 2016 and 122 days for the
four months ended 31 July 2016. Average trade receivables are calculated by dividing by two the sum of trade
receivables, net of bad and doubtful debts allowance, at the beginning of the period and trade receivables at
the end of the period.

Our trade receivables decreased by approximately HK$0.9 million, or 40.9%, from
HK$2.3 million as at 31 March 2014 to approximately HK$1.3 million as at 31 March 2015
and further decreased by approximately HK$0.4 million, or 32.3% to approximately HK$0.9
million as at 31 March 2016, which was primarily due to more timely payments made by our
residents. Our trade receivables increased to approximately HK$1.3 million as at 31 July
2016 which was primarily resulted from the announcement for the upward revised
residential fee paid by the SWD effective from April 2016. As at 31 March 2014, 2015 and
2016 and 31 July 2016, approximately HK$0.2 million, HK$50,000, HK$0.1 million and
HK$0.5 million of our trade receivables were due over one month for which we had not
provided for impairment loss. Such amount was not impaired because the counterparties
did not have any historical default of payments.

Our trade receivables turnover days remained relatively stable at six days, four days,
two days and two days as at 31 March 2014, 2015 and 2016 and 31 July 2016, respectively.

As at 30 November 2016, all of our trade receivables as at 31 July 2016 had been
subsequently settled.
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Prepayments, deposits and other receivables

The following table sets forth the breakdown of our prepayments, deposits and other
receivables as of the dates indicated.

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$000 HK$’000 HK$’000 HK$’000
Non-current

Rental deposits. . . .............. 2,975 2,513 4,395 3,938

Prepayment for acquisition of
property, plant and equipment . .. — — — 373
Deposit for acquisition of a property. — 370 — —
Deposits for renovation works. . . . .. 7,332 6,215 — —
10,307 9,098 4,395 4,311

Current

Prepayments. .................. 639 771 1,461 3,421
Rental deposits . . . .............. 315 1,092 1,149 3,494
Utility deposits . .. .............. 1,186 1,209 1,225 1,202
Other receivables ... ............ 1,156 373 388 690
3,296 3,445 4,223 8,807

Our deposits mainly comprised rental deposits, utility deposits and other deposits, and
deposits paid for renovation and acquisition of a property.

Deposits

The following table sets forth the breakdown of our deposits as of the dates
indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$°000 HK$°000 HK$°000 HK$°000
Rental deposits

— non-current . ..., ... . ... 2,975 2,513 4,395 3,938
—aaurrent. ... ... . o o ... 315 1,092 1,149 3,494
3,290 3,605 5,544 7,432

Deposits for renovation works. . . . .. 7,332 6,215 — —
Deposit for acquisition of a property. — 370 — —
Utility deposits . . . .............. 1,186 1,209 1,225 1,202
11,808 11,399 6,769 8,634

Our total deposits decreased from approximately HK$11.8 million as at 31 March 2014
to approximately HK$11.4 million as at 31 March 2015 which was mainly due to the
decrease in deposits for renovation by approximately HK$1.1 million as a result of amounts
utilised for settlement for the renovation of our care and attention homes. The balance of
deposits further decreased by approximately HK$4.6 million, or approximately 40.6% to
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approximately HK$6.8 million as at 31 March 2016, which was mainly due to the refund of
the unutilised renovation deposits by Well Mount. The refund was mainly related to the
deposit for the intended renovations for certain of our care and attention homes which
was subsequently cancelled. The effect was partially offset by the increase in rental
deposits by approximately HK$1.8 million mainly due to the deposit made for the Pine Care
Place. The amount then increased by approximately HK$1.9 million or approximately 27.6%
to approximately HK$8.6 million as at 31 July 2016. The increase was primarily attributable
to an increase in rental deposit of approximately HK$1.0 million for Pine Care Centre
mainly resulting from the novation of its tenancy agreement from Mr. Elson Yim to our
Group and the additional rental deposit was paid for the additional security required by
the landlord.

Prepayments

Our prepayments mainly comprised prepayments for insurance and listing expenses.
The amount remained relatively stable at approximately HK$0.6 million as at 31 March
2014 and approximately HK$0.8 million as at 31 March 2015. The amount then increased to
approximately HK$1.5 million as at 31 March 2016 mainly due to prepaid listing expenses
of approximately HK$0.6 million. The amount then further increased by approximately
HK$2.3 million or approximately 159.7% to approximately HK$3.8 million as at 31 July
2016. The increase was primarily attributable to the increase in prepaid listing expenses of
approximately HK$2.4 million.

Other receivables

Our other receivables mainly comprised government grants from the Hong Kong
Government. The amount decreased from approximately HK$1.2 million as at 31 March
2014 to HK$0.4 million as at 31 March 2015 due to government grants receivables of
approximately HK$0.7 million as at 31 March 2014 from the HK Government as a result of
the relevant staff costs incurred by us in relation to the hiring of specialised professionals
of our residents with dementia or infirmary pursuant to Dementia Supplement before
making application to the SWD for such government grants. After that, the related subsidy
was received in advance and offset the related staff costs upon utilisation. Our other
receivables then remained stable at approximately HK$0.4 million as at 31 March 2016. The
amount then increased by approximately HK$0.3 million or approximately 77.8% to
approximately HK$0.7 million as at 31 July 2016.

Amounts due from Directors and shareholders

Our amounts due from Directors amounted to approximately HK$10.8 million, HK$12.6
million, HK$2.5 million and HK$0.9 million as at 31 March 2014, 2015 and 2016 and 31 July
2016, respectively. The amounts mainly arose from advances to our Directors.

Our amounts due from shareholders amounted to approximately HK$9.1 million,
HK$4.0 million, nil and nil as at 31 March 2014, 2015 and 2016 and 31 July 2016,
respectively. The amounts represented the amounts due from the then shareholders of
Prime Health.
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All our amounts due from Directors and shareholders were unsecured, interest-free,
had no fixed terms of repayment and were non-trade in nature. All the amounts due from
shareholders were settled as at 31 March 2016; while the amounts due from Directors will
be settled before Listing.

Trade payables

Our trade payables primarily consisted of payables for our purchases of food and
beverages and supplies and consumables and our other operating expenses incurred. The
payment terms granted to us by our suppliers were generally between 30 and 60 days
based on the invoice date. The table below sets out an aging analysis of our trade
payables, based on the invoice date, and our trade payables turnover days as at 31 March
2014, 2015 and 2016 and 31 July 2016.

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$'000 HK$'000 HK$'000 HK$’000
Within one month. . ... .......... 885 1,833 2,143 1,860
One totwo months. ... .......... 122 204 17 5
Two to three months . ........... 1 2 70 —
Over three months . . ............ 2 12 11 29
1,010 2,051 2,241 1,894

The following table sets out the average trade payables turnover days for the period
indicated:

Four
months
ended
Year ended 31 March 31 July
2014 2015 2016 2016
Average turnover days of trade
payables™™ . . ... ... ... .. 32 19 30 28

(1) Trade payables turnover days are calculated by dividing average trade payables by the sum of food and
beverage costs, supplies and consumables and other operating expenses multiplied 365 days for each of the
three years ended 31 March 2014, 2015 and 2016 and 122 days for the four months ended 31 July 2016.
Average trade payables are calculated by dividing by two the sum of trade payables at the beginning of the
period and trade payables at the end of the period.

Our trade payables turnover days were 32 days, 19 days, 30 days and 28 days as at 31
March 2014, 2015, 2016 and 31 July 2016, respectively, which were in line with the credit
period given by our suppliers.

As at 30 November 2016, all of our trade payables as at 31 July 2016 had been
subsequently settled.
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Other payables and accruals

The following tables set forth the breakdown of our other payables and accruals for
the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$000 HK$°000 HK$000 HK$’000
Other payables
Rental deposits from investment
properties . . ....... ... ... . ... 286 189 27 64
Deposits received for private bed
residents portion .. ............ 3,425 3,660 4,301 4,286
Receipt in advance of government
grants . ... — 979 1,707 2,578
Payable to a former shareholder. . . . 305 — — —
Deposit received for the sale of an
investment property. . .......... — 2,250 — —
Decoration fee payables . ... ... ... 521 — — —
IPO expenses payable . ........... — — 347 —
Others ........ .. ............. 439 506 444 717
4,976 7,584 6,826 7,645
Accruals
Accrued salaries and pension fund
contribution. . . ....... ... ... .. 5,576 6,381 6,552 6,527
Accrued auditfee ... ............ 286 524 514 914
5,862 6,905 7,066 7,441
10,838 14,489 13,892 15,086

Our other payables mainly represented deposits received from our residents and
deposit received for the sale of an investment property. The amount increased from
approximately HK$5.0 million as at 31 March 2014 to approximately HK$7.6 million as at 31
March 2015 mainly due to the deposits received of approximately HK$2.3 million for sale of
an investment property classified as held for sale to an Independent Third Party which was
subsequently completed in May 2015. Our other payables then decreased to approximately
HK$6.8 million as at 31 March 2016 mainly due to the decrease in deposits received for the
sale of investment property of approximately HK$2.3 million. The decrease was partially
offset by the increase in receipt in advance of government grants of approximately HK$0.7
million from the HK Government. Our other payables further increased by approximately
HK$0.8 million or approximately 12.0% to approximately HK$7.6 million as at 31 July 2016.
The increase was primarily attributable to the increase in receipt in advance of government
grants of approximately HK$0.9 million as a result of more government grants received
from the HK Government for hiring specialised professionals for our residents with
dementia or infirmary by our qualified centers.
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Our accruals mainly represented accrued salaries and pension fund contributions to
our staff. The amount increased from approximately HK$5.6 million as at 31 March 2014 to
approximately HK$6.4 million as at 31 March 2015 and further increased to approximately
HK$6.6 million as at 31 March 2016 mainly due to the increase in accrued salaries and
pension fund contributions to our staff as a result of the increase in staff costs for the year.
Our accruals then increased by approximately HK$0.4 million or approximately 5.3% to
approximately HK$7.4 million as at 31 July 2016. The increase was primarily attributable to
the increase in accrued audit fee of approximately HK$0.4 million.

Amounts due to related companies, directors and shareholders

Our amount due to related companies amounted to approximately HK$1.0 million,
HK$9,000, nil and nil as at 31 March 2014, 2015 and 2016 and 31 July 2016, respectively.

Our amounts due to directors amounted to approximately HK$4.6 million, HK$4.3
million, HK$4.6 million and nil as at 31 March 2014, 2015 and 2016 and 31 July 2016,
respectively.

Our amounts due to the then shareholders of Prime Health amounted to
approximately HK$1.8 million, HK$0.7 million, nil and nil as at 31 March 2014, 2015 and
2016 and 31 July 2016, respectively.

All our amounts due to related companies, directors and shareholders were unsecured,
interest-free and had no fixed terms of repayment. All the amounts due to related
companies and shareholders had been settled as at 31 March 2016. All the amounts due to
directors, which are non-trade in nature, had been settled as at 31 July 2016.

CAPITAL EXPENDITURES

Our Group’s capital expenditures principally consisted of additions of property, plant
and equipment for our operations and investment properties. During the Track Record
Period, our Group incurred capital expenditures of approximately HK$7.7 million, HK$11.8
million, HK$14.1 million and HK$0.2 million, for the three years ended 31 March 2016 and
the four months ended 31 July 2016, respectively, which were primarily resulted from
leasehold improvements and office equipment for renovating our existing care and
attention homes and purchase of investment properties. Since 31 July 2016 and up to the
Latest Practicable Date, we did not have any material capital expenditures.

For the year ending 31 March 2017, we estimate to incur a total capital expenditures
of approximately HK$14.0 million for the establishment of the Pine Care Place. For the year
ending 31 March 2018, we estimate to incur a total capital expenditures of approximately
HK$7.8 million for the establishment of the Pine Care Place and approximately HK$105.4
million for an acquisition of a property for the establishment of a new care and attention
home.

To our Director’s best estimation, additional depreciation for the two years ending 31
March 2018 is expected to be nil and approximately HK$2.5 million, respectively.

To our Directors’ best estimation, capital expenditures on the acquisition of a property

for the establishment of a new care and attention home will be approximately HK$96.4
million during the year ending 31 March 2018, comprising (i) the value of the property; (ii)
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the stamp duty; and (iii) commission and relevant miscellaneous expenses. We expect to
incur an additional capital expenditure of approximately HK$9.0 million on renovating the
new care and attention home.

On 30 November 2016, the applications for the upgrade from EA2 classification to EA1
classification of these three care and attention homes, namely Pine Care Centre, Pine Care
(Tak Fung) Elderly Centre and Pinecrest Elderly Centre, were conditionally approved by the
SWD. To our Directors’ best estimation, we currently estimate that the total capital
expenditure to be incurred for the Upgrade will be amounted to approximately HK$0.3
million for the year ending 31 March 2018 and no material additional depreciation is
expected to be incurred for the year ending 31 March 2018.

Our Group's projected capital expenditures are subject to revision based on any future
changes in our business plan, market conditions, and economic and regulatory
environment. Please refer to the section headed “Future Plans and Use of Proceeds” in this
prospectus for further information. We did not have any capital commitment as at 31 July
2016.

We expect to fund our contractual commitments and capital expenditures principally
through the net proceeds we receive from the Share Offer and our internal resources. We
believe that these sources of funding will be sufficient to finance our contractual
commitments and capital expenditure needs for the next 12 months from the date of this
prospectus.

PROPERTY INTERESTS AND PROPERTY VALUATION

Jones Lang LaSalle Corporate Appraisal and Advisory Limited, an independent
property valuer, had valued certain interests of our properties in Hong Kong as at 30
November 2016 and is of the opinion that the value was, in aggregate, HK$553.3 million,
with the entire value attributable to us. The full text of the letter and the summary of
valuation certificates with regard to such property interests are set forth in “Appendix Il —
Property Valuation” to this prospectus.

The statement below shows the reconciliation of aggregate amounts of certain
properties as selected in our audited consolidated financial information as at 31 July 2016
as set forth in “Appendix | — Accountants’ Report” to this prospectus with the valuation of
these properties as at 30 November 2016 as set forth in “Appendix Il — Property
Valuation” to this prospectus.
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HK$°000
Net book value of the following properties as at 31 July 2016
— Land and buildings included in property, plant and equipment. ... ... 185,122
— Investment properties classified as held forsale . ................. 14,050
— Properties and investment properties included in assets of
disposal groups classified as held for sale®™ete ™ . . .. ... ... 22,931
222,103
Movements during the period from 1 August 2016 to
30 November 2016™°™ 2 (38,624)
Net book value as at 30 November 2016 . . . .. . ... ... 183,479
Net valuation surplus . . ... .. . . . e 369,821
Valuation of properties owned by our Group as at 30 November 2016 as set
out in the property valuation report in Appendix Ill to this prospectus. . . . 553,300
Notes:
1. The amount comprised the land and buildings and investment properties held by Giant Success with a total

carrying amount of approximately HK$7,121,000 and HK$15,810,000 respectively. Giant Success was disposed
of by our Group to Pine Active Care, one of our Controlling Shareholders, in August 2016, See “History,
Development and Reorganisation — Reorganisation Steps — Disposal of Giant Success to Pine Active Care
and disposal of the Excluded Properties to Giant Success” of this prospectus for further details of the
Reorganisation.

2. The amount comprised (i) the depreciation of land and buildings for the four months ended 30 November
2016 of approximately HK$1,643,000; (ii) the disposal of investment properties classified as held for sale with
a total carrying amount of approximately HK$14,050,000; and (iii) the disposal of the land and buildings and
investment properties held by Giant Success as mentioned in note 1 above with a total carrying amount of
approximately HK$22,931,000.

CONTRACTUAL AND CAPITAL COMMITMENTS
Operating lease commitments
As lessor

As at 31 March 2014, 2015, 2016 and 31 July 2016, our Group had leased our car
parking spaces and residential units under operating lease arrangements, with leases
negotiated for term ranging from one to two years. We had total future minimum lease
receivables under non-cancellable operating lease arrangements, which fall due as follows:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$°000 HK$°000 HK$’000 HK$°000
Withinoneyear ................ 349 324 449 64
In the second to fifth year, inclusive . — 68 24 —
349 392 473 64
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As lessee

As at 31 March 2014, 2015, 2016 and 31 July 2016, our Group had commitments for
future minimum lease payments in respect of our care and attention homes under non-
cancellable operating lease arrangements, which fall due as follows:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$°000 HK$000 HK$°000 HK$°000
Within oneyear . ............... 9,578 7,974 11,696 13,584
In the second to fifth year, inclusive . 25,967 18,197 16,219 33,365
After fiveyears................. — — — 6,919
35,545 26,171 27,915 53,868

Capital commitments

As at 31 March 2014, 2015, 2016 and 31 July 2016, our Group had capital commitments
which were not provided for in our consolidated financial information as at the dates
indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$000 HK$'000 HK$'000 HK$’000
Contracted, but not provided for:
Land and buildings . . . . .......... — 12,570 — —
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INDEBTEDNESS
Bank and other borrowings

The following table sets out our bank and other borrowings as at 31 March 2014, 2015
and 2016, 31 July 2016 and 30 November 2016:

As at As at
As at 31 March 31 July 30 November
2014 2015 2016 2016 2016

HK$000 HK$'000 HK$'000 HK$000 HK$'000
Non-current

Bank loans — secured . ............... — — 160,023 157,097 166,429
Finance lease payables ... ............. 200 60 — - -
200 60 160,023 157,097 166,429

Current
Bank loans — secured . ............... 292,336 266,668 38,513 37,555 17,006
Bank overdrafts — unsecured. . .......... 1 1,254 — 118 —
Finance lease payables . .. ............. 128 140 60 — —
292,465 268,062 38,573 37,673 17,006
292,665 268,122 198,596 194,770 183,435

The following table sets out the effective interest rates for our bank and other
borrowings as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016:

As at As at
As at 31 March 31 July 30 November

2014 2015 2016 2016 2016

% % % % %
Bank borrowings. . ........... ... .. .. 1.01-4.00 1.03-4.00 1.04-3.24 1.04-3.24 1.08-3.28
Bank overdrafts . ................... - 8.75 - 5.00 —
Finance lease payables .. .............. 7.38 7.38 7.38 — —
Bank loans

As at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016, our bank
loans consisted of (i) mortgage loans for financing mortgage payments for properties held
for occupation including our care and attention home premises used in our operation, and
other properties held for investment including investment properties, investment properties
classified as held for sale, and other land and buildings and investment properties included
in assets of disposal groups classified as held for sale; and (ii) working capital loans for our
working capital.
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The following table sets forth the breakdown of our bank borrowings by financing
purposes as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016:

As at 31 March As at 31 July As at 30 November
2014 2015 2016 2016 2016
Utilised  Unutilised Utilised  Unutilised  Utilised  Unutilised  Utilised  Unutilised  Utilised  Unutilised

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Mortgage loan. ... .. 139,630 — 128,030 — 106,695 — 100,913 — 91,911 —
Working capital loan. . 152,706 26,918 138,638 48,591 91,841 81,100 93,740 76,782 91,524 76,900

292,336 26,918 266,668 48,591 198,536 81,100 194,653 76,782 183,435 76,900

The following table sets forth the breakdown of our loans by maturity terms as at 31
March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016:

As at As at
As at 31 March 31 July 30 November

2014 2015 2016 2016 2016

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

Within one year or on demand .......... 105,333 211,990 31,241 32,262 17,006
In the second year. . ................. 28,796 10,926 22,908 22,300 69,611
In the third to fifth year, inclusive . . ... ... 110,003 20,677 81,444 81,880 43,359
Beyond five years . ........... ... ... .. 48,204 23,075 62,943 58,210 53,459
292,336 266,668 198,536 194,652 183,435

The following table sets out the details of our assets pledged for our bank borrowings
as at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016:

As at As at
As at 31 March 31 July 30 November

2014 2015 2016 2016 2016

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Land and buildings . ................. 186,443 181,409 190,028 185,122 183,479
Investment properties. . ............... 50,600 59,400 29,860 29,860 —
Financial assets at fair value through profit or

(0SS, . 46,723 37,231 7,616 2,768 2,768
Available-for-sale investments. . . ... ...... 9,627 8,112 — — —

Our bank loans are secured by mortgages over our land and buildings and investment
properties, and pledges over our financial assets at fair value through profit or loss and our
available-for-sale investments. Certain of our bank loans were jointly guaranteed by certain
of our subsidiaries, while certain of our bank loans were guaranteed by a related company
which is jointly controlled by Mr. Elson Yim and Ms. Mona Cho, both of whom are our
executive Directors and Controlling Shareholders, as at 31 March 2014, 2015 and 2016, 31
July 2016 and 30 November 2016. All guarantees provided by our related company will be
fully released upon the Listing. All the bank loans were also guaranteed by personal
guarantees provided by Mr. Elson Yim, Mr. Alex Ng, Ms. Mona Cho, Mr. Lam Yat Hon, all of
whom are our executive Directors, and Mr. Shek Kam Ming who is a director of one of our
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subsidiaries, which will be fully released upon the Listing. Mr. Shek Kam Ming was also
appointed as our Director on 18 August 2015 but resigned as our Director on 30 April 2016
to streamline the structure of our Board.

Our bank loans were denominated in Hong Kong dollar. Our bank loans decreased
from approximately HK$292.3 million as at 31 March 2014 to approximately HK$266.7
million as at 31 March 2015 and further decreased to approximately HK$198.5 million,
HK$194.7 million and HK$183.4 million as at 31 March 2016, 31 July 2016 and 30 November
2016, respectively. In addition, our bank loans included in the liabilities directly associated
with the assets of disposal groups classified as held for sale amounted to approximately
HK$6.1 million, HK$6.0 million and nil as at 31 March 2016, 31 July 2016 and 30 November
2016, respectively. The decreasing trend was primarily due to our effort in reducing finance
costs by repaying bank loans during the Track Record Period. During the year ended 31
March 2016, the repayment terms of our certain bank loans were rescheduled upon
reviewing the continuation of the available banking facilities granted to us by our principal
banks. For further details of bank borrowings, please refer to “Indebtedness — Debt
covenants” of this section. As such, our current portion of bank loans was reduced to
approximately HK$37.6 million and HK$17.0 million while our non-current portion of bank
loans was significantly increased to approximately HK$157.1 million and HK$166.4 million
as at 31 July 2016 and 30 November 2016, respectively.

As at 30 November 2016, we had aggregate banking facilities of approximately
HK$260.3 million, of approximately HK$76.9 million was unutilised.

Debt covenants

During the Track Record Period, the relevant covenants for our secured bank loans
imposed, among others, the conditions that our Group, as borrower, should fulfill from
time to time in respect of our Group's financial condition and performance. For instance, (i)
the loan amount of our Group should not exceed 40% to 90% of value of the assets
pledged by our Group to secure the relevant bank loans; (ii) our earnings before interest,
depreciation and amortisation to interest expense should not be less than three times; (iii)
tangible net worth™°* should not be less than HK$200.0 million (HK$100.0 million before
31 March 2015); and/or (iv) our Group's gearing ratio, being the total interest-bearing loan
amount divided by the sum of tangible net worth™°*® and non-controlling interest, should
be less than 1.5 times on the basis of consolidated accounts (3.4 times before 31 March
2015).

As at 31 March 2015, we did not comply with the debt covenants of tangible net
worth under (iii) above and the gearing ratio under (iv) above in respect of certain bank
borrowings with an aggregate carrying amount of HK$143.9 million which became
repayable on demand and were included in the current liabilities. The relevant bank
subsequently removed the aforementioned debt covenants in December 2015. During the

Note: The tangible net worth means the aggregate of the amount paid up or credited as paid up on the issued
share capital (other than any redeemable share capital) of the company; and the capital and revenue
reserves (including but not limited to the share premium account, revaluation and retained earnings, but
after deducting from such sum of (i) goodwill and all other intangible assets; (ii) all minority interests in
subsidiaries; (iii) all amounts set aside for tax; (iv) any dividend or other distribution declared/
recommended; (v) the excess of the book value to the market value of the listed investments; (vi) any
amount standing to the debit of the company’s capital and reserves (including profit or loss); and (vii) any
amount due from the shareholders, directors and/or related companies.
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Track Record Period, our Directors regularly reviewed the compliance with the covenants
and confirmed that, save as disclosed above, we were not aware of any other breach of
covenants and we did not experience any difficulties in obtaining bank loans.

Obligations under finance lease

Our obligations under finance lease as at 31 March 2014, 2015 and 2016 and 31 July
2016 comprised primarily of finance leases for the purchases of our certain motor vehicles
used for our operation. The finance lease was free of guarantee but secured by the
relevant motor vehicles. Our finance leases were denominated in Hong Kong dollars and
the effective annual interests rate during the Track Record Period was approximately
7.38%.

As at 30 November 2016, being the latest practicable date for determining our
indebtedness, our Group’s total indebtedness amounted to approximately HK$183.4 million,
which consisted of secured and guaranteed bank loans. The effective interest rates of bank
loans were approximately 1.08% to 3.28% per annum. We had unutilised banking facilities
of approximately HK$76.9 million, which included terms granted for general working
capital of our Group. There were no other material covenants relating to these outstanding
indebtedness, save for those disclosed in the above paragraph. Our Directors confirm that
there had been no material change in our indebtedness since 30 November 2016 up to the
date of this prospectus.

Contingent liabilities

As at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016, our Group
provided guarantees in connection to banking facilities of approximately HK$20.9 million,
HK$17.7 million, HK$19.0 million, HK$17.6 million and HK$25.5 million, respectively, which
were granted to a related company jointly owned by Mr. Elson Yim and Ms. Mona Cho,
both of whom are our Directors, which were utilised to the extent of approximately
HK$19.9 million, HK$16.7 million, HK$18.0 million, HK$16.6 million and HK$24.5 million,
respectively. The guarantees will be fully released upon Listing.

As at 31 March 2014, 2015 and 2016, 31 July 2016 and 30 November 2016, our Group
had contingent liabilities in respect of a bank guarantee in lieu of a deposit in favour of a
landlord amounting to HK$588,000, HK$588,000, HK$682,000, HK$682,000 and HK$681,000,
respectively.

Save as aforesaid or as otherwise disclosed herein, and apart from intra-group
liabilities, as at the Latest Practicable Date, our Group did not have outstanding loan, bank
overdrafts, loans or other similar indebtedness, liabilities under acceptances trade
receivables or acceptable credits, authorised debentures, mortgages, charges, finance
leases or hire purchase commitments, guarantees, material covenants, or other material
contingent liabilities. As at the Latest Practicable Date, our Group did not have any
external financing plans.

OFF-BALANCE SHEET ARRANGEMENT

Our Directors confirm that there has been no material off-balance sheet arrangement
since 31 July 2016 to the date of this prospectus.
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TRANSACTIONS WITH RELATED PARTIES

With respect to the related party transactions set forth in the Accountants’ Report in
Appendix | to this prospectus, our Directors confirm that these transactions were conducted
on normal commercial terms or such terms that were no less favourable to us than those
available to the Independent Third Parties and were fair and reasonable and in the interest
of our Shareholders as a whole.

KEY FINANCIAL RATIOS
The following table sets forth our key financial ratios during the Track Record Period:

As at/for the four months

As at/for the year ended ended
31 March 31 July
2014 2015 2016 2015 2016

Profitability ratios
Net profit margin™(%) .......... 9.7 26.1 14.9 21.2 22.9
Return on equity®(%) . .......... 21.4 48.8 40.4 N/A 51.9
Return on total assets®(%) ....... 3.6 10.6 9.0 N/A 13.8
Liquidity ratios
Current ratio™(times) ........... 0.3 0.3 0.8 N/A 1.0
Quick ratio®(times). . ........... 0.3 0.3 0.8 N/A 1.0
Capital adequacy ratios
Gearing ratio®(%) ............. 439.3 301.6 317.9 N/A 247.9
Interest coverage ratio”’(times). . . . . 4.0 9.5 7.5 9.4 13.1

Notes:

(1)  Net profit margin was calculated by dividing profit for the year/period from continuing operations by
revenue and multiplying the resulting value by 100%. See “Financial Information — Review of historical
results of operation” for more details on the fluctuations of our net profit margin.

(2)  For the three years ended 31 March 2016, return on equity was calculated by dividing profit for the year/
period from continuing operations by equity attributable to owners of the parent at the end of the
respective years and multiplying the resulting value by 100%. For the four months ended 31 July 2016, the
calculation return of equity is calculated by dividing profit for period from continuing operations by equity
attributable to owners of the parent, multiplying 365/122, and then multiplying the resulting value by 100%.

(3)  For the three years ended 31 March 2016, return on total assets was calculated by dividing profit for the
year/period from continuing operations by the total assets excluding assets of disposal groups classified as
held for sale at the end of the respective years and multiplying the resulting value by 100%. For the four
months ended 31 July 2016, return on total assets is calculated by dividing profit for the period from
continuing operations by the total assets excluding assets of disposal groups classified as held for sale as at
31 July 2016, multiplying 365/122 and then multiplying the resulting value by 100%.

(4)  Current ratio was calculated based on the total current assets (excluding assets of disposal groups classified
as held for sale) at the end of the year/period divided by the total current liabilities (excluding liabilities of
disposal groups classified as held for sale) at the end of the respective year/period.
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(5) Quick ratio was calculated