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We own a total of 12 hospitals

in Beijing, Shenzhen, Guangzhou,
Chongqing and other major cities
in China.
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CORPORATE INFORMATION (CONTINUED)

JOINT COMPANY SECRETARIES

Mr. Chen Wei
Ms. Ng Sin Yee Clare

HEADQUARTER AND PRINCIPAL PLACE OF
BUSINESS IN CHINA

No. A2 Xiaoguan Beili
Beiyuan Road
Chaoyang District
Beijing

China

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Level 54

Hopewell Centre

183 Queen’s Road East
Hong Kong

REGISTERED OFFICE

Cricket Square

Hutchins Drive

PO Box 2681, Grand Cayman
KY1-1111, Cayman Islands

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE IN CAYMAN ISLANDS

Codan Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681, Grand Cayman
KY1-1111, Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong
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F B S (18)

Dear Shareholders:

On behalf of the Board of Directors of Harmonicare Medical Holdings
Limited, | would like to express my sincere gratitude to all our
Shareholders as well as members from the community for their support to
the Company. 2016 marked a turbulent year for the market environment
of China’s healthcare industry. The “Wei Zexi Incident” (Z2EI|FaZ1{4)
brought adverse impact on the private healthcare sector, presenting great
challenges to our operating environment. By actively exploring and
strengthening corporate operation and management, the Company has
maintained a steady development.

During the Review Period, the Group’s operating result in the second
quarter was impaired by the consequential effect of the “Wei Zexi
Incident” on the private healthcare sector, causing the revenue and profit
of the Group for 2016 fell short of the projected target for business
growth. During the Review Period, the Group recorded a revenue of
RMB859.70 million, representing a decrease of 5.5% as compared with
that of the Corresponding Period, while the net profit attributable to equity
holders of the Company was RMB95.71 million, representing a decrease
of 9.9% as compared with that of the Corresponding Period. With an
adequate cash reserve and significant cash inflow generated from the
Group’s operating activities, the Board recommended a cash dividend
equivalent to approximately 40% of the profit for the year attributable to
equity holders of the Company, representing a final dividend of RMB5.0
cents per Share for the financial year 2016, with a view to bringing
continuous and stable returns to all our Shareholders.

In 2016, with in-depth research on customer demand, the Company
carried out marketing innovation and brand linkage activities through
enhancement of operation and customer service quality, to actively
expand our brand influence and ultimately achieve a stable development.
According to the Group’s working plan for 2016, on the one hand, the
Group continued to strengthen its existing business, implementing
renovation and upgrade on some existing hospitals to transform gradually
to provide high-end obstetrics services; on the other hand, the Group
continued to provide customers with high-quality healthcare services
through continuous refinement of its management measures and
information technology system which had effectively improved the
healthcare management and technical services of each hospital. At the
end of 2016, Beijing HarMoniCare Hospital obtained JCI certification with
excellent results, making it the first women and children’s hospital certified
by JCI in Beijing. Moreover, the Group had speeded up its momentum in
investment and mergers and acquisitions, so as to lay a good foundation
for the future development of the Company.
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In 2017, we will continue to make full use of the favorable policy
environment in China’s healthcare industry to speed up our business
development. Leveraging our efforts in expanding the number and
operational scale of our hospitals, the Group will continue to strengthen
our operational and management capability, enhance the service quality,
improve talents development system and increase our enterprise value.
We will also actively facilitate the integration of the upstream and
downstream industry chain to further extend business scope and create
value in the industry. Meanwhile, we will continue to strengthen our efforts
in building new hospitals and acquiring quality projects to maintain our
market leadership and improve our competitive edge. We will continue to
strive to become a globally influential and high-end women and children’s
healthcare chain group.

In conclusion, under the new circumstances, the Company will seize new
opportunities to accelerate the pace of development and achieve better
and faster growth, while create long-term stable returns for the
Shareholders, and create value for the community. On behalf of the
Board, | would like to extend my sincere gratitude to all our clients,
business partners, Shareholders and staff.

Lin Yuming
Chairman

Beijing, 22 March 2017
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FINANCIAL SUMMARY Jo0)
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IN ACCORDANCE WITH INTERNATIONAL MR 4% B B 87 #5 3 &5 2 Al
FINANCIAL REPORTING STANDARDS

For the year ended 31 December
BZE12A31BLEE
2016 2015 2014 2013 2012
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
IS ARBTT ARETT AR®TRT AR®BTR

CONSOLIDATED RESULTS  #4R& %4

Revenue &= 9,701 909,362 935,839 833,200 750,262
Profit before tax TRl 123,886 141,967 139,327 87,489 35,686
Income tax expense 5% & B (26,615) (31,566) (34,198) (21,774) (14,793)
Profit for the year FERHE 110,401 105,129 65,715 20,893
Other comprehensive income Hiz2mEmEA = = - -
Total comprehensive income for 4 (A & Y A 42 %8

the year 110,401 105,129 65,715 20,893
Attributable to: AT AL :

Equity holders of the Company ~ AR R #EmFA A 106,173 103,379 66,839 30,565

Non-controlling interests R 4,228 1,750 (1,124) (9,672)

110,401 105,129 65,715 20,893




IN ACCORDANCE WITH INTERNATIONAL

MEBRERBRAA

F3} 2016

FINANCIAL SUMMARY (CONTINUED)
&7 55 ek 2= (78)

FINANCIAL REPORTING STANDARDS (continued)

As at 31 December

TR 15 B B 87 75 ¥R &5 #E 8l ()

®12A831H
2016 2015 2014 2013 2012
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ISV ARETT ARBTT ARETT ARETR
ASSETS AND LIABILITIES BEERERE

Total assets BEE 1,683,575 1,628,061 384,821 457,447 484,656
Total liabilities BwaE (300,194) (217,096) (484,319) (524,659) (487,785)
1,383,381 1,410,965 (99,498) (67,212) (3,129)

Equity attributable to AR AT (G 2=
Equity holders of the Company ~ AR RIEZEA A 1,389,098 1,408,909 (97,279) (61,479) 4175
Non-controlling interests FEIE R E S (5,717) 2,056 2,219 (5,733) (7,304)
1,383,381 1,410,965 (99,498) (67,212) (3,129)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

BUSINESS OVERVIEW AND OUTLOOK

Business Overview for 2016

On 1 January 2016, the decision to revise the Population and Family
Planning Law of the People’s Republic of China officially came into effect,
and the two-child policy was fully implemented in China. The 2016
National Economic Review published by the National Statistics Bureau
showed that the new born population in 2016 was 17.86 million,
representing an increase of 1.31 milion as compared with that in the
previous year, of which more than 8 million is the second child,
demonstrating that the policy effects have gradually emerged. In the face
of rapid development of the obstetric services market and favorable
opportunities brought by the effect from the Year of the Monkey, we
continued to strengthen our service quality, while constantly enhance
customer stickiness by exploring customer needs and providing
innovative services, which helped the Group’s obstetrics business achieve
substantial growth in the previous year. By these efforts, hospitals
including Beijing HarMoniCare Hospital, Guiyang HarMoniCare Hospital
and Fuzhou Modern Woman Hospital, which specialize in obstetric
services, all recorded particularly strong performance. In 2016, the
number of newborns in our hospitals reached 9,966, an increase of
13.2% as compared with that for the Corresponding Period. However,
the “Wei Zexi Incident” (BRRIFEZE1{4) has a huge impact on some
gynecologic-focused private hospitals in the industry. As a result, the
performance of the Group’s gynecologic business in 2016 was far from
expected. In view of the unfavorable market conditions, on the one hand,
we continued to provide customers with high quality gynecologic medical
services, on the other hand, we also sped up the upgrade of qualified
hospitals, so that they can make a headstart in entering the high-end
obstetrics services market. In 2016, the total number of outpatient visits
at the hospitals owned by the Group was 585,591 (2015: 601,723),
representing a YoY decrease of 2.7%. The number of inpatient visits was
23,368 (2015: 25,668), representing a YoY decrease of 9.0%, with the
average spending per visit decreased by 1.7% YoY to RMB1,369.3 (2015:
RMB1,393.4).

As always, we have been strictly implementing the national policies on
medical and healthcare industry and the international standard of JCI
certification and continuously provide high-quality medical services to our
customers. In November 2016, after a rigid assessment delivered by the
expert team of the Joint Commission on Accreditation of Healthcare
Organizations, Beijing HarMoniCare Hospital obtained the JCI certification
with a high score of 99.37, becoming the second JCI accredited hospital
in the Group, also the first women and children's hospital with JCI
certification in Beijing.

S 25T Mk 7 i (58)
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SR E51HR &k i (18)

In respect of refurbishing and renovation, Beijing HarMoniCare Hospital
has completed the construction of its post-natal care center which
provides comprehensive care services for post—-partum patients and
newborns; Wuhan Modern Hospital has completed the renovation and
reconstruction of inpatient rooms; Guiyang Modern Woman Hospital has
completed interior renovation and reinstallation of water and electrical
works during 2016. In the beginning of 2017, Guiyang HarMoniCare
Hospital has completed the construction of its post-natal care center and
the VIP obstetrics inpatient rooms of Chongging Modern Woman Hospital
have completed upgrading works. These renovation and reconstruction
works will lay a good foundation for the future development of our Group.
Meanwhile, in terms of information technology construction, we have
actively advanced the construction of our information technology system
in accordance with our plan upon listing and continuously improved
“HarMoniCare Cloud” information management system to achieve mobile
office management.

In the beginning of 2016, the Company devoted more resources on
investment and merger by assigning professional staff to establish an
investment and merger panel. In May 2016, the Group invested in an
associate, Harmonicare International Medical Group Limited (SEZ=EFR &8
BEBEAR A ), with two international partners to set up an international
platform for ancillary reproductive treatment. In September 2016, the
Group and two partners jointly funded the establishment of Beijing
Kaibeimu Health Management Co., Ltd. (t =8| B RHEEEEGR A )
(“Kaibeimu”) which focuses on post-natal care services. In November
2016, Taikang Insurance Group Inc. became our second largest
shareholder. In December 2016, the Group completed the acquisition of
95% equity interests in Heilongjiang HarMoniCare Hospital, whilst the
establishment of a new cooperated hospital in Wuxi, namely Wuxi
HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (5 %ELm
EZERERAT) (“Wuxi HarMoniCare Hospital’) which we partook
through extending a loan convertible into shares, was also progressing
steadily. During the Review Period, the Group has attained effective
progress on upstream and downstream of the industry chain including
mergers and establishment of hospitals, ancillary reproductive services,
post-natal care services and mobile internet of things.

In November 2016, Beijing
HarMoniCare Hospital
obtained the JCI certification
with a high score of 99.37
and became the first women

and children’s hospital with

JCl certification in Beijing.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Industry Outlook and the Group'’s Strategy

Industry Outlook

On 29 October 2015, the bulletin of the Fifth Plenary Session of the 18th
Communist Party of China Central Committee put emphasis on the policy
to “improve the population development strategy by promoting a
balanced development of population and upholding the basic state policy
of family planning, and implementing the policy of allowing all couples to
have two children, actively take action to deal with the aging of
population”. On 1 January 2016, with the decision to revise the Population
and Family Planning Law of the PRC having come into effect, the
universal two-child policy of the PRC was formally implemented. With the
opening up of the universal two-child policy, there will be another baby
boom from the second pregnancy of the 70’s and 80’s generations, and
the birthrates of urban population will significantly improve. Amidst the
implementation of the favorable policy, some women of advanced
maternal age, however, are facing many problems when planning their
second pregnancy. Meanwhile, the market demands for eugenics and
ancillary reproductive services have hiked significantly as the rate of
infertility in the PRC has reached a high level.

On the other hand, with the upgrading of household consumption
structure driven by the increased per capita income of the PRC in recent
years, women are also more mindful of their own well-being. More and
more families not only prefer high-end obstetrics and gynecology specialty
hospitals for quality medical services, but are also paying more attention
to professional healthcare to mothers and infants and medical cosmetic
services.

The Group's Strategy

In 2017, the Company will continue to strive for further development of
the high-end women and childrens' specialty hospital chain, so as to build
and foster Harmonicare as a leading brand in the high-end ob-gyn and
paediatric healthcare industry. Benefiting from the favorable policy and
substantial market potential, in 2017, the Group will focus on the following
strategies:

o To speed up the upgrade and reconstruction of existing hospitals,
with an aim to transforming the traditional hospital medical care
business into a high-end obstetrics and paediatric business; to
vigorously promote the preparations for construction of numerous
new hospitals, which will provide excellent medical care services by
adhering to the JCI standards;

S 257 Mk i (58)
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. To dedicate more efforts on investment and merger and acquisition.
Industrial synergy will be achieved through conducting various
mergers and acquisitions along the industrial chain covering
postpartum recovery, medical beauty, ancillary reproductive
programs etc., through the foundation built with synergies on
existing projects. The construction of new hospitals and mergers
and acquisitions have enabled the Group to achieve leap-frog
growth in terms of business scope, hospital scale and number of
beds, and to offer an integrated service platform for the healthcare
of women and children; and

. To put more efforts in recruiting and training talents, and
strengthening cooperation and exchanges with medical institutes
and medical groups in home country and abroad, and sharing of
knowledge within the Group, in a bid to boost improvement in the
quality of each hospital’s medical care and services; to continue to
enhance our management capabilities through further improving
informatization, standardization and streamlization of the Group; to
consolidate 020 (online to offline and vice versa) quality resources
by conducting in-depth collaboration with online healthcare
platforms, and explore innovative operational models, so as to
provide quality medical services for a more vast base of women
and children.

FINANCIAL REVIEW

During the Review Period, the Group recorded a revenue of RMB859.70
million, representing a decrease of 5.5% as compared with that of
RMB909.36 million in the Corresponding Period. The revenue from the
provision of hospital services accounted for 97.0% of the total revenue of
the Group in the Review Period, which basically maintained at a stable
level as compared with 96.1% for the Corresponding Period. During the
Review Period, the Group’s total gross profit margin decreased to 48.9%
(the Corresponding Period: 50.7%).

The net profit attributable to equity holders of the Company for the Review
Period was RMB95.71 million, representing a decrease of 9.9% as
compared with that of RMB106.17 million for the Corresponding Period.

Segment Revenue

We generate revenue primarily from the following two sources: (i)
providing inpatient and outpatient healthcare services at our hospitals
located in the PRC, including fees for healthcare services,
pharmaceuticals and medical (i) supplying of
pharmaceuticals and medical devices to external customers and related
companies by our subsidiary, namely Tai He Tang. The segment revenue
generated by transactions between Tai He Tang and our hospitals is
recorded as inter-segment revenue and eliminated after consolidation.

devices; and
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Provision of hospital services

The Group has 12 ob-gyn and paediatrics specialty hospitals which
mainly provide ob-gyn and paediatric services. The revenue of hospital
services primarily includes providing inpatient and outpatient healthcare
services at our hospitals located in the PRC, including fees for healthcare
services, pharmaceuticals and medical devices. The following table sets
forth the revenue, cost of sales and services, gross profit and gross profit
margin of the Group’s provision of hospital services segment for the
periods indicated:

SR E5IHR K D if (18)

& Bre Bk #5

AEEETHRRERENER  TER
HEMN EMEZHRYE - BkR%E KA
TERRRERMATEBERRERER LMD
BERERYG BREERE ZEmhkEER
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Year ended 31 December
HZ12A31BLLEE

Revenue I 25

Cost of sales and services HE KRR
Gross profit ES

Gross profit margin F Fl| &

2016 2015
(RMB’000) (RMB’000)
(AR®Tn) MOSaw
833,828 874,233
426,194 425,254
407,634 448,979
48.9% 51.4%

Revenue from the Group’s provision of hospital services segment reached
RMB833.8 million in the Review Period, accounting for 97.0% of our total
revenue and representing a decrease of 4.6% from that of RMB874.2
million for the Corresponding Period. The following table sets forth certain
key operational information of the Group for the periods indicated:

PEEERE AEEERRE D I U
EAARMSIBE L MEBELEWEN
97.0% * R [FA B &= A R ¥ 8. 74218 7T T B&
46%° TRBIFMRPEAEENE T
A B HIE

Year ended 31 December’

HZE12A31BIEFEE'

2015

Outpatient visits P2 s (AIR) 585,591 601,723
Inpatient visits 11 BT AR 7 (A IR) 23,368 25,668
Average spending per visit (RMB)? R2EFHNE (AREIT)? 1,369.3 1,393.4
Number of registered beds at the end of % R EDRAREE

each period 942 842
Number of beds in operation at the end of FHKREERAEE

each period 649 561
Number of employees at the end of ZHKREEEB

each period 3,241 3,113
Number of employee physicians at the end of & Hj 4R B2 fr B2 ffi & 5 °

each period® 261 255
Number of contract physicians at the end of ~ F Hi4X A R A& !

each period* 249 224

158
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

SR E51HR &k i (18)

Notes:

As Heilongjiang HarMoniCare Hospital was not consolidated into the Group
until 31 December 2016, the data on outpatient visits, inpatient visits and
average spending per visit (RMB) only included the 11 hospitals of the Group
excluding Heilongjiang HarMoniCare Hospital, while the figures as at the end
of the period was the summation of the 12 hospitals of the Group.

Average spending per visit is calculated by dividing our hospital services
revenue by total patient visits.

Employee physicians refer to the physicians who only practice at one of our
hospitals as our employees and entered into employment contracts with us.

Contract physicians refer to the physicians who are employees or retirees of
other third-party hospitals. They practice at one of our hospitals full-time or
part-time on a contractual basis. We entered into service contracts instead
of employment contracts with them.

During the Review Period, the number of outpatient visits at our hospitals
was 585,591, representing a decrease of 2.7% as compared with that of
601,723 for the Corresponding Period, due to the adverse effect of the “Wei
Zexi Incident” on our gynecology business. Our inpatient visits reached
283,368 during the Review Period, representing a decrease of 9.0% as
compared with that of 25,668 for the Corresponding Period. The following

table

sets forth the revenue and gross profit as well as certain key

operational information of our five largest hospitals by revenue for the
periods indicated:

o

GEX

1. AR EEINEREBRK2016F12 A
STAMAEESHEE  BHMAZRE (A
) FERRB (AR RERZEFHK
BANREBL) ZEHHBETERIABESHRE
BEOL AN 2E i EE BE B A SN Eo At 11 R B& Bt
EHRHEBEYBEESEEMBI2K B ©

2. BRDET KB R ER B KEER I
3P A RIS -

3. EBhEMEESSHMESBERNHM
BME] M REA R

4. ARBEMREEME=7E2RNERX
BARAL UARPAERMES —KE
Br 4 2 B S R BB AR 7% - R APYEL 3% S5 B A
FIMRBEHMIERBAR -

REBEPE BEREBEII[HRATESE
HINEE SEMBERMZARSE
585,591 % + & [F] HA #9601,723 T B&2.7% :
7 [B] B8 HA R {F B A X 2 B1]28,368 A IR 1 B
A Hi #9 25,668 A X T [£9.0% o T X & 5 Fi
HARE B P A MR E 5T & A9 AT AR BB BT MY R
HEANRETFEELBEE -

Year ended 31 December

BENANALEE
Name of the hospital Revenue Gross Profit Outpatient visits Inpatient visits Average spending’
Bk ¢ ) BRAR R AR BRKE

2015 2016 2015 2016 2015 2016 2015 2016 2015
RMB'000 RMB'000 RMB'000 visits visits visits visits RMB RMB
ARETT PNSLETM ARBTT AR AR AR ARE
Beijing HarMoniCare Hospital L RRXER 153,650 73,034 63,648 2,043 2,339
Chongging Modern Woman Hospital BERRLTER 135,222 71,074 99,972 5078 1,287
Shenzhen HarMoniCare Hospital e HIES 17 97,360 48212 37,169 1,271 2,533
Fuzhou Modern Woman Hospital BINARGEER 79,320 42,667 67,107 2,753 1,135
Guangzhou Woman Hospital EMNEZFER 110,673 62,960 76,005 4,683 1,372

Note:

1.

Average spending per visit is calculated by dividing our hospital services
revenue by total patient visits.

1. ERDET YRR RER RS KB )
5B A B BEH -
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Supply of pharmaceuticals and medical
devices

The Group’s revenue from the supply of pharmaceuticals and medical
devices was primarily derived from the sales of pharmaceuticals and
medical devices to our related companies and external customers. During
the Review Period, the Group’s revenue from the supply of
pharmaceuticals and medical devices was RMB25.87 million (the
Corresponding Period: RMB35.13 million). Revenue from this business
segment accounted for 3.0% of our total revenue for the Review Period,
which was insignificant to our total revenue.

Gross Profit

During the Review Period, the Group’s total gross profit amounted to
RMB419.99 million, representing a decrease of 8.9% as compared with
that of RMB460.81 million for the Corresponding Period. During the
Review Period, the total gross profit margin decreased to 48.9% (the
Corresponding Period: 50.7%), which was primarily due to the decrease
in revenue while the cost remained stable.

Other Income

During the Review Period, other income increased to RMB18.34 million
(mainly consisting of interest income from bank deposits of RMB15.37
million, interest income from certificates of deposit of RMB628,000, and
government grants of RMB723,000), representing an increase of
RMB5.25 million as compared with that of RMB13.09 million for the
Corresponding Period, primarily attributable to the increase in interest
income from bank deposits.

Other Gains and Losses

During the Review Period, other gains amounted to RMB27.26 million
(mainly consisting of foreign exchange gains of RMB22.18 million and
gains arising from bank products of RMB5.77 million), representing an
increase of RMB4.78 million as compared with other gains of RMB22.48
million for the Corresponding Period, primarily due to the increase in gain
of RMB5.02 million in 2016 arising from bank products placed by the
Group for which the Group has received the entire principal and interest
gain during the Review Period.

Selling and Distribution Expenses

During the Review Period, selling and distribution expenses decreased by
1.5% from RMB218.17 million in the Corresponding Period to
RMB214.93 million, primarily due to the reduction in advertising and
promotion expenses of RMB5.94 million in 2016.
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Administrative Expenses

During the Review Period, the Group’s administrative expenses amounted
to RMB123.18 million, representing an increase of RMB13.57 million as
compared with that of RMB109.61 million for the Corresponding Period.
The increase was mainly due to the increases in () consulting services
fees of RMB6.09 million; and (ii) staff remuneration and welfare and
travelling expenses of RMB11.84 milion in aggregate in 2016 as
compared with that of the Corresponding Period.

Other Expenses

During the Review Period, other expenses amounted to RMB2.77 million,
representing a decrease of RMB23.86 million or 89.6% as compared with
that of the Corresponding Period. The decrease was mainly due to the
fact that no listing expenses, which were incurred in 2015, were incurred
in 2016.

Income Tax Expense

The income tax expense decreased by RMB4.95 million from RMB31.57
million in the Corresponding Period to RMB26.62 milion during the
Review Period, mainly due to the offset of the increase in the current
income tax expense of RMB4.23 million by the decrease in the deferred
income tax expense of RMB9.64 million.

Net Profit

During the Review Period, net profit attributable to equity holders of the
Company was RMB95.71 million, representing a decrease of 9.9% from
RMB106.17 million for the Corresponding Period.

FINANCIAL POSITION

Inventories

As at 31 December 2016, the balance of inventories increased by
RMB2.33 million to RMB24.58 million (2015: RMB22.25 million), primarily
due to the increase in pharmaceuticals inventories in certain hospitals and
the increase in finished goods in Tai He Tang.

Trade Receivables

As at 31 December 2016, the balance of trade receivables decreased by
RMB9.00 million from that of the Corresponding Period to RMB29.09
million (2015: RMB38.09 million), primarily due to the recovery of trade
receivables of RMB10.00 million from the sales of pharmaceuticals and
medical devices by Tai He Tang.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Trade Payables

As at 31 December 2016, the balance of trade payables decreased by
RMB11.94 million, or 41.9%, to RMB16.55 milion (2015: RMB28.49
million), mainly attributable to a decrease of RMB13.43 million in trade
payables by Tai He Tang.

Other Payables and Accruals

As at 31 December 2016, the balance of other payables and accruals
and accruals of the Group was RMB141.30 million, which primarily
included advances from patients of RMB95.44 million and staff cost
payables of RMB29.11 million, while as at 31 December 2015, the
balance of other payables of the Group was RMB134.25 million, which
primarily included advances from patients of RMB95.95 million and staff
cost payables of RMB28.87 million.

Net Current Assets Position

As at 31 December 2016, the Group’s net current assets were
RMB932.76 million (2015: RMB1,141.23 million), which was mainly due
to the decrease in certificates of deposit of RMB320.98 million combined
with the increase in time deposits of RMB115.00 million in 2016.

LIQUIDITY AND CAPITAL RESOURCES

The following sets forth the information in relation to our Group’s
consolidated statement of cash flows during the periods indicated:
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Year ended 31 December
BZ12B31HILEE

2016 2015
(RMB’000) (RMB’000)
(AR® T ) (AR¥F L)

Net cash generated from operating activities & & )& B) 11538 & /F 58 105,892 125,394
Net cash generated from (used in) investing  REZBE (FTR)IR L F5E

activities 93,587 (407,248)
Net cash (used in) generated from financing RE&ES) (AT ) FT18IE & %58

activities (168,135) 1,096,767
Net increase in cash and cash equivalents 3R & R IR & & & ¥ % 58 42 1N 31,344 814,913
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED) &
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Net Cash Generated from Operating
Activities

During the Review Period, the net cash generated from operating
activities was RMB105.89 million, primarily attributable to (i) profit before
taxation of RMB1283.89 million, as adjusted to reflect non-cash items,
which principally included depreciation of property, plant and equipment
of RMB39.47 million and foreign exchange gains of RMB22.18 million as
well as interest income of bank and certificates of deposits of RMB16.00
million; (i) an increase of RMB8.34 million resulting from the decrease of
trade receivables; (i) an increase of RMB3.73 million resulting from the
decrease of prepayments, deposits and other receivables; (iv) a decrease
of RMB12.79 million resulting from the decrease of trade payables, a
decrease of RMB5.84 milion resulting from the decrease in other
payables and accruals; (v) interest received on bank deposits in an
amount of RMB15.56 million; and (vi) income tax paid of RMB28.64
million in 2016.

Net Cash Generated from Investing Activities

During the Review Period, the net cash generated from investing activities
was RMB93.59 million, primarily attributable to the (i) net cash generated
from purchase, redemption and relevant interest income of certificates of
deposit in an amount of RMB325.50 million; (i) placement of time
deposits of RMB115.00 million; (i) the purchase of property, plant and
equipment and intangible assets of approximately RMB50.31 million (mainly
consisting of (a) purchase of fixed assets, including medical equipment,
renovation of some of our hospitals and Tai He Tang etc., of
approximately RMB46.29 million; and (b) purchase of software of
approximately RMB4.02 million); (iv) the loans convertible into shares
extended to Wuxi HarMoniCare Hospital of approximately RMB48.00
million; (v) due diligence fee and borrowings and loans amounting to
RMB18.00 million which included the deposit of RMB9.00 million paid for
conducting due diligence in respect of a proposed acquisition by the
Group, advance to a third party and an associate, Kaibeimu, of RMB5.00
million and RMB4.00 million respectively; (vi advance to Heilongjiang
HarMoniCare Hospital amounting to RMB11.00 million; and (vii)
investment in the establishment of Kaibeimu and Harmonicare
International Medical Group Limited in a total amount of RMB8.22 million.
For details in respect of the loans convertible into shares extended to
Wuxi HarMoniCare Hospital, please refer to the Company’s
announcement dated 11 October 2016 published on the respective
websites of the HKEx and the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Net Cash Used in Financing Activities

During the Review Period, net cash used in financing activities was
RMB168.14 million, which was primarily attributable to (i) the repurchase
of shares amounting to RMB50.64 million in total; (i) the repayment to
Bosheng Medical which is a connected party in a total amount of
RMB45.00 million in respect of an interest-free loan extended to
Heilongjiang HarMoniCare Hospital; (iii) the distribution of the dividend for
FY2015 amounting to approximately RMB43.70 million; and (iv) the
acquisition of the minority interests in Fuzhou Modern Woman Hospital
amounting to RMB28.80 million.

Significant Investments, Acquisitions and
Disposals

During the Review Period, the Group did not have any significant
investment save for the acquisition of Heilongjiang HarMoniCare Hospital
in December 2016. For details, please refer to the Company’s
announcement published on 21 December 2016 on the respective
websites of the HKEx and the Company.

During the Review Period, the Group had no material disposals.

Capital Expenditures

Our capital expenditures principally consist of expenditures for purchase
of medical devices and equipment by the Group’s hospitals, renovation
and improvement of these hospitals and offices and upgrading and
improvement of the Group’s information technology system. The amount
of capital expenditures of the Group was approximately RMB50.31 million
for the Review Period, representing a decrease of RMB44.75 million as
compared with that of the Corresponding Period. During the Review
Period, our capital expenditures principally included: () purchase of fixed
assets, including medical equipment, the renovation of some of our
hospitals and Tai He Tang etc., of approximately RMB46.29 million; and (ii)
purchase of software system of approximately RMB4.02 million.
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Use of Proceeds from the Global Offering

The net proceeds the Company obtained from the issuance of new
Shares through Global Offering are approximately RMB1,127 million
(equivalent to approximately HK$1,427 million upon listing) after excluding
the underwriting fees and relevant expenses, and as at 31 December
2016, the unutilized balance of net proceeds of RMB1,016.9 million were
deposited in the bank account of the Group.

EREEFSFEAFERBEERMER
BFERLEIAE)KERFEREAR

The net proceeds from the Global Offering (subject to pro rata adjustment
according to the actual net proceeds) have been and will be utilized in

accordance with the intended uses as disclosed in the Prospectus of the
Company. The table below sets out the intended uses and actual

application of the net proceeds as at 31 December 2016:

ANBEREEMEENGFEIREER-T
REIMERBFENAEERREE

2016F 12 A1 B IEMERFE A ¢

Approximate Amount of Unutilized net
percentage of actual uses as proceeds as at
Amount of the total net at 31 December 31 December
intended uses proceeds 2016 2016
R2016 £
LB RE BZ2016F 12A31H
MBEMA 12A31ALMH REBAW
Use of Proceeds R RIEHZ STEIEASE Aotk BEREEAESE FESXEFRE
(RMB Million) (RMB Million) (RMB Million)
(AR®BE &) %) (NREBE&ET) (AREBET)
Establishing new ARt EFT
hospitals in Beijing, R N K
Xiamen, Nanjing, EEMRIER
Hangzhou and
Chongqing 676.2 60 - 676.2
Upgrading the facilities of FJ #£28 5 & bz &9 7%
the existing hospitals e F+ 4R B 3 BE 5%
and purchasing =
additional equipment 112.7 10 74.8 37.9
Upgrading and improving B 1E1 B &H% £ 4%
the information B FHA Mk R
technology system 56.3 5 2.1 54.2
Acquiring new hospitals 8 1 U i 3 22 169.1 15 = 169.1
Working capital and other FB{F & &8 & & K& H
general corporate uses  fth — M A% 112.7 10 33.2 79.5
Total B5 1,127.0 100 110.1 1,016.9
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

INDEBTEDNESS

Borrowings

As at 31 December 2016, the Group had no significant borrowings (2015:
Nil).

Contingent Liabilities

As at 31 December 2016, the Group had a few medical disputes arising
in the ordinary and usual course of business. Based on the existing
pending claims and potential clams as at 31 December 2016, an
estimated amount of RMB1.05 million was recognised as provision for
medical dispute claims as of 31 December 2016 (2015: RMB0.82 million).
The increase of 28.1% in contingent liabilities was primarily due to an
increase of RMBO0.23 million for damage claims in respect of medical
disputes involving the Group during the Review Period.

Exposure to Fluctuation in Exchange Rates

The Group is not exposed to significant foreign exchange risks. There is
no derivative contract to hedge against our exposure to currency risk as
at 31 December 2016.
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Interest Rate Risk

The Group currently does not have a specific policy to manage our
interest rate risk and has not entered into interest rate swaps to prevent
the exposure, but will closely monitor the interest rate risk exposure in the
future.

Pledge of Assets

As at 31 December 2016, there was no charge on the assets of the
Group (2015: Nil).

Capital Commitments

As at 31 December 2016, the Group had contractual obligations of
approximately RMB1.64 million, representing a decrease of RMB15.83
million as compared to that of approximately RMB17.47 million as at 31
December 2015. Such decrease was mainly due to the fact that most of
the upgrade and improvement works of the hospitals have been
completed in 2016.

The Group has committed to investments of RMB20.60 million (2015: Nil)
as at 31 December 2016.

Financial Instruments

The Group’s major financial instruments include loan receivables, trade
receivables, other receivables, amounts due from related parties, financial
assets designated as at fair value through profit or loss, certificates of
deposit, time deposits, cash and cash equivalents, trade payables, other
payables and amounts due to a related party. The management manages
and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Gearing Ratio

As at 31 December 2016, the Group had no significant interest-bearing
liabilities. The Group’s gearing ratio was nil as at 31 December 2016 (2015:
Nil).
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DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Mr. Lin Yuming (#kEB88), aged 47, founder of our Group, is the
chairman of the Board, an executive Director and the president of our
Company, mainly responsible for overall strategic planning and business
development of our Group. He is also the chairman of the Nomination
Committee. Mr. Lin joined our Group in December 2005. He served as
the general manager of Shanxi Modern Woman Hospital from August
2003 to July 2004, and the executive director and general manager of
Beijing Modern Woman Hospital Investment Management Co., Ltd. (b
R FERIKEESIEFRAF) from July 2004 to March 2012, both
mainly responsible for general management and operation of the two
hospitals. He established Bosheng Medical and has served as its
chairman and president since December 2007, mainly responsible for
general management and operation of Bosheng Medical. Mr. Lin has also
served as the executive director of some other members of the Group,
such as (i) Wuhan Modern Hospital since December 2005, (i) Guangzhou
Woman Hospital since July 2008; (i) Chongging Wanzhou HarMoniCare
Hospital since March 2009; (iv) Guiyang HarMoniCare Hospital since May
2009; (v) Chongaging Fuling HarMoniCare Hospital since June 2009; (vi)
Fuzhou Modern Woman Hospital since January 2010; (vi) Shenzhen
HarMoniCare Hospital since July 2010; (vii) Guiyang Modern Woman
Hospital since March 2011; (ix) Beijing HarMoniCare Hospital since June
2011; (x) Chongging Dushi Liren Hospital since August 2013; and (xi)
Chongging Modern Woman Hospital since April 2014. Mr. Lin studied law
at Central China Normal University from March 2008 to January 2010 and
obtained a bachelor’s degree in business management in July 2012
through online education. Mr. Lin is the sole director of Homecare and the
brother of Mr. Lin Yuhua and Mr. Lin Yurong, each is our substantial
Shareholder. Mr. Lin is also the brother of Mr. Lin Yuguo, our non-
executive Director.

Mr. Fang Zhifeng (75 %5$), aged 43, is an executive Director and a vice
president of our Company. Mr. Fang joined our Group in December 2005
and served as the general manager of Wuhan Modern Hospital from
December 2005 to March 2010, mainly responsible for the operation and
management of Wuhan Modern Hospital. Mr. Fang served as the vice
president of Bosheng Medical from December 2007 to December 2014,
mainly responsible for the management of Wuhan Modern Hospital and
Fuzhou Modern Woman Hospital. Mr. Fang has also served as a director
and a vice president of HarMoniCare Management and Consulting since
September 2014 and January 2015, respectively, mainly responsible for
medical and human resource management. Prior to joining our Group,
Mr. Fang was a physician at Putian Licheng District Xitianwei Town Clinic
Center (FBATZ & A AREEAART) from August 1995 to October
2002. He also worked for Putian Food and Drug Administration (&5 HH &
o ES B E I /) from August 2002 to October 2005. Mr. Fang studied
in clinical medicine at Fujian Medical School (&7 £ £25) from September
1992 to July 1995, and obtained a graduation certificate of law from
Fujian Normal University in July 2006 through online education. Mr. Fang
obtained the qualification of a physician in December 1999.
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Mr. Zhao Xingli (8% 77), aged 43, is an executive Director and a vice
president of our Company. He is also a member of the Remuneration
Committee. Mr. Zhao joined our Group in July 2008, and served as the
general manager of Guangzhou Woman Hospital from July 2008 to June
2010 and Shenzhen HarMoniCare Hospital from January 2009 to March
2010, mainly responsible for the general management of these two
hospitals. Mr. Zhao served as a vice president of Bosheng Medical from
April 2010 to December 2014, mainly responsible for the management of
Beijing HarMoniCare Hospital and Shenzhen HarMoniCare Hospital, and
the general manager of Beijing HarMoniCare Hospital from June 2011 to
February 2015, mainly responsible for the management of Beijing
HarMoniCare Hospital. Mr. Zhao has served as a director and a vice
president of HarMoniCare Management and Consulting since July 2014
and January 2015, respectively, mainly responsible for investment and
information technology development. Prior to joining our Group, Mr. Zhao
served as the assistant to the chairman of Shanxi Modern Woman
Hospital from August 2003 to July 2004, mainly responsible for assisting
the chairman in managing Shanxi Modern Woman Hospital. He served as
the assistant to the general manager of Beijing Modern Woman Hospital
Investment Management Co., Ltd. Jt IR L FEIIRE TR AR A7)
from August 2004 to December 2005, mainly responsible for the general
management of the hospital. Mr. Zhao studied public relations at Taiyuan
University (K& AKE) from September 1993 to July 1996 and obtained a
certificate of completion in modern hospital management from the School
of Continuing Education, Tsinghua University in September 2010.

Non-executive Directors

Mr. Lin Yuguo (# E ), aged 44, is the brother of Mr. Lin Yuming and a
non-executive Director. He is also a member of the Remuneration
Committee. Mr. Lin joined our Group in July 2014 and has served as a
director of HarMoniCare Management and Consulting since July 2014.
He also serves as a director of Honeycare International Investment
Limited, our substantial Shareholder. Mr. Lin is the organizer of Changsha
Liren Obstetrics and Gynecology Hospital (KB ARESEF) since
March 2007. Mr. Lin has served as a director of Bosheng Medical since
December 2007. He has also served as the chairman of the board of
Shanghai Mayo Hospital Investment Co., Ltd. (/8% BRI EEIRE
fR/A®]) since August 2008, mainly responsible for the general
management of the company. Mr. Lin obtained a certificate of completion
in modern hospital management from PKU-HKUST ShenZhen-HongKong
Institution in May 2006. Mr. Lin also obtained an executive master of
business administration degree from Fudan University in January 2010.
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Mr. Qiu Jianwei (B8#1{&), aged 40, is a non-executive Director and a
member of the Audit Committee. Mr. Qiu had been the assistant general
manager of the Direct Investment Department of Taikang Asset
Management Company Limited and the investment director of Taikang
Community Investment Company Limited (“Taikang Community”) since
he joined Taikang Life Insurance Company Limited (“Taikang”) in 2002,
mainly responsible for investment projects for acquisitions of commercial
real estate, high-end elderly communities and tertiary hospitals in the first
and second tier cities in China such as Beijing, Shanghai, Guangzhou,
Sanya, Suzhou, Nanjing, Chengdu, Wuhan and Hangzhou. Mr. Qiu has
been the vice president and general manager of the Investment Centre as
well as the general manager of the Office Business Department of Taikang
Community since March 2010. He is responsible for the countrywide
investment management of the medical, elderly and commercial real
estate business sectors of Taikang including formulating investment
strategies and the execution thereof. He is in charge of the high-end
elderly community plan in the eight core cities, and the investment
acquisition of tertiary hospitals. He is also fully in charge of the investment,
development and operation in commercial real estate and self-used
property, and the new plan of office project in the core business zones in
Beijing and Shanghai. Mr. Qiu was graduated in Beijing Normal University
and obtained his bachelor’s degree in international economics. He is also
a postgraduate of Finance of the Research Institute of The People’s Bank
of China. Mr. Qiu holds the Certification of Fund Professional of Asset
Management Association of China and has become a member
representative of Shanghai Insurance Exchange since 5 December 2016.

Mr. Xu Jun (&), aged 48, is a non-executive Director and a member
of the Nomination Committee. Mr. Xu is the managing director/person-in-
charge of Equity Investment (Division Il) of Taikang Asset Management
Company Limited since April 2016 and is responsible for strategic equity
investment. He has been appointed as a director of Sichuan He Fu Yi Yi
Group Company Limited (PU)I|FIfE@E2BEBRMABERAR) since
September 2016. Mr. Xu was a senior analyst of Exis Consulting
Company in New York, United States of America from February 1995 to
March 1997 responsible for the analysis of bonds in emerging markets;
director of Bank Paribas in New York, United States of America from April
1997 to May 2002 responsible for bonds and foreign exchange business;
deputy general manager of First-Trust Fund Management in Shanghai
from October 2002 to May 2004 responsible for investment research;
general manager of China Region of Principal Financial Group from June
2004 to October 2005 responsible for the group’s business in China;
deputy general manager of the headquarters of CCB Principal Asset
Management, Beijing from November 2005 to January 2010 responsible
for financial engineering and risk management etc.; and general manager
of China Region of Ashmore Investment Management Company from
February 2010 to April 2016 responsible for the group’s business in
China. Mr. Xu was graduated in Shanghai Jiao Tong University and
obtained his bachelor’s degree in Applied Physics. He obtained his
doctorate degree in Physics from Columbia University.
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Independent non-executive Directors

Mr. Kong Aiguo (L Z[El), aged 49, joined our Group in March 2015 and
is an independent non-executive Director. He is also the chairman of the
Remuneration Committee, and a member of the Audit Committee and the
Nomination Committee. Prior to joining our Group, Mr. Kong has
successively served as a corporate finance teacher, deputy professor and
professor in the School of Management of Fudan University since
September 1998, mainly responsible for teaching and research. He has
also served as an independent director of Simei Media Co., Ltd. (Stock
Code: 002712) since November 2013, an independent director of
Oceanwide Holdings Co., Ltd. (Stock Code: 000046) since July 2014, as
well as an independent director of Tianjin Xinmao Science & Technology
Co., Ltd (Stock Code: 000836) since May 2015, all of which are listed on
the Shenzhen Stock Exchange. Mr. Kong obtained a bachelor’s degree in
science from Jilin University in July 1989, a doctorate’s degree in
economics from Fudan University in January 1997 and worked as a post
doctorate researcher in Mathematics Department of Fudan University
from December 1996 to July 1998. Mr. Kong also obtained a certificate
of completion in independent director qualification training from the
Shanghai Stock Exchange in December 2011.

Ms. Fang Lan (5 /3), aged 46, joined our Group in March 2015 and is
an independent non-executive Director. She is also the chairman of the
Audit Committee and a member of the Remuneration Committee and the
Nomination Committee. Prior to joining our Group, Ms. Fang is the
chairman of the board of directors of Shanghai KRDream Co., Ltd. since
August 2010, mainly responsible for overall management and operation.
Ms. Fang served as the finance director of InBev Management (Shanghai)
Co., Ltd. (EIFEEE(LF)ER2AA]) from June 2007 to June 2010,
mainly responsible for finance management. Ms. Fang has also served as
an independent director of Zhejiang Hexin Industry Group Co., Ltd. listed
on the Shenzhen Stock Exchange (Stock Code: 002343) from May 2014
to August 2015. Ms. Fang obtained a bachelor’s degree in science from
Oxford Brookes University in 2007. Ms. Fang obtained a Certified Public
Accountant (CPA) certificate from the Shanghai Institute of Certified Public
Accountants in December 2009, and an Associate of Chartered Certified
Accountant (ACCA) certificate from the Association of Chartered Certified
Accountants in March 2006. Ms. Fang also obtained a certificate of
completion in independent director qualification training from the
Shenzhen Stock Exchange in April 2014.
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Mr. Cai Jiangnan (%I 7), aged 59, joined our Group in March 2015, is
an independent non-executive Director. He is also a member of the Audit
Committee, the Remuneration Committee and the Nomination
Committee. Prior to joining our Group, Mr. Cai assumed various positions
including human services program planner, reimbursement analyst, and
contract program coordinator at the Center for Health Information and
Analysis at Massachusetts from April 1999 to June 2012. Mr. Cai has
served as a part-time professor in economics and the director at the
Centre for Healthcare Management and Policy of China Europe
International Business School (FEXEIFR T £2Bx) since April 2012. Mr.
Cai has also served as an independent director of Zhejiang Dian
Diagnostics Co., Ltd. (isted on the Shenzhen Stock Exchange (Stock
Code: 300244)) since May 2014 and an independent non-executive
director of Shanghai Pharmaceuticals Holding Co., Ltd. (listed on the
Hong Kong Stock Exchange (Stock code: 2607)) since June 2016. Mr.
Cai obtained a master’'s degree in economics from Fudan University in
1985 and a doctorate’s degree in philosophy from Brandeis University in
February 1997. Mr. Cai also obtained a certificate in training for senior
management of public companies from the Shenzhen Stock Exchange in
April 2014. Mr. Cai obtained a Sun Yefang Award in economic science
paper in 1991 from Sun Yefang Foundation (f&/& 77 & ERIEH £ @), and
an Excellent Paper Award in Shanghai Federation of Social Science
Associations Seventh Annual Academic Seminar from Shanghai
Federation of Social Science Associations (L8t & RIERES ) in
2009.

SENIOR MANAGEMENT

For the biographical details of Mr. Lin Yuming (#f & BR), Mr. Zhao Xingli (if8
B#17]) and Fong Zhifeng (7
Directors”.

59%), please see “— Directors — Executive

Mr. Chen Wei (FR{&), aged 38, joined our Group in March 2015 and is a
vice president and a joint company secretary of our Company, mainly
responsible for management of the securities investment and legal
departments of our Company. Mr. Chen served as a project manager at
the investment banking department of Huaxi Securities Co., Ltd. EEFG %
A BREFEAT) from March 2005 to May 2007, mainly responsible for
investment banking business. He has also served as a managing director
of investment banking of Guosen Securities Co., Ltd. (B1{5 &5 (7 AR
‘A|]) since May 2007 and subsequently tendered his resignation in
March 2015. He was mainly responsible for investment banking business
and team management. Mr. Chen obtained a bachelor's degree in
management from Jilin University (5 #RA22) in July 2002 and a master’s
degree in management from Shanghai University of Finance and
Economics (/B4 K ES) in March 2005. Mr. Chen obtained a Certified
Public Accountant certificate from Shanghai Institute of Certified Public
Accountants in December 2009.
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Mr. Chen Longzhen (BREZ15), aged 59, is a chief financial officer of our
Company. Mr. Chen joined our Group in March 2015 and has served as
the chief financial officer of HarMoniCare Management and Consulting
since March 2015, mainly responsible for general finance management of
our Group. Mr. Chen served as a vice finance director and vice director in
securities investment department of Bosheng Medical from June 2010 to
February 2015, mainly responsible for management of finance, securities
and investment. Mr. Chen successively served as a finance director of
Xiamen Tianwei Industrial Co., Ltd. (EFSXEE AR A F]) from March
2008 to May 2010, and a finance director of Gaode Zhongcai Technology
Co., Ltd. (RfEFRFRHARAR) from August 2006 to March 2008,
mainly responsible for finance management. Mr. Chen served as a finance
director of Shandong Juli Co., Ltd. (LERE ARM AR AR (currently
known as Weichai Heavy Machinery Co., Ltd. (#LeE#ARMH B R A T)
listed on the Shenzhen Stock Exchange (stock code: 000880) from March
2004 to August 2005, mainly responsible for financial management. Mr.
Chen successively served as an assistant to general manager and finance
director of China Resources Jinhua Co., Ltd. (ZEE8ERHBR A F)
(currently known as Skyworth Digital Co., Ltd. (Bl F &M B R 2 7))
listed on the Shenzhen Stock Exchange (stock code: 000810) from
October 2001 to February 2004, mainly responsible for financial
management. Mr. Chen also served as finance manager of Shandong
Huimin Huarun Textile Co., Ltd. (LEBEERZ=EBE4#E&AERE AR from
December 1999 to October 2001, mainly responsible for financial
management. Mr. Chen obtained an associate degree in industry
accountant at Shandong TV University (LB EREEHAZ) in July 1986,
and studied economics management at Shandong Cadres
Correspondence College (LR &EFEKIZAE) from July 1994 to June
1997. Mr. Chen also obtained the qualification of senior accountant from
Shandong Provincial Human Resources and Social Security Department (1Li
RAANE RN ELRIEEE) in November 1997.

Mr. Li Wenfeng (Z=3X [Bl), aged 61, joined our Group in January 2015, is
the uncle of Mr. Lin Yuming and a vice president of our Company. Mr. Li
has served as a vice president of HarMoniCare Management and
Consulting since January 2015, mainly responsible for procurement and
internal administration. Mr. Li served as a deputy general manager of
Shanxi Modern Woman Hospital from August 2003 to December 2007,
and the vice president of Bosheng Medical from December 2007 to
December 2014, mainly responsible for management of logistics
department, audit department, president’s office, information department
and medical management department. Mr. Li has also served as the
supervisor of some other members of the Group, such as (i) Shanxi Wo
De Investment since October 2009; (i) Tai He Tang since April 2013; (iii)
Chongging Wanzhou HarMoniCare Hospital since December 2013; (iv)
Chongging Fuling HarMoniCare Hospital since December 2013; (v) Beijing
HarMoniCare Hospital since December 2013; (vi) Guiyang HarMoniCare
Hospital since August 2014; and (vii) Chongging Modern Woman Hospital
since April 2014. Mr. Li obtained a certificate of completion in modern
hospital management from School of Continuing Education, Tsinghua
University in September 2010.
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Mr. Ren Jinhui (fE£1#&), aged 41, is an assistant of the chairman of our
Company who is primarily responsible for the Company’s financial
management. Mr. Ren joined our Group in March 2015 and has served
as an assistant to the chairman of HarMoniCare Management and
Consulting since March 2015, mainly responsible for assisting the
chairman in discharging his duties. Mr. Ren served as an auditing director
and a finance director of Bosheng Medical from December 2007 to
December 2012 and from March 2013 to December 2014, respectively,
mainly responsible for management of the auditing department and
financial management department. Mr. Ren obtained two bachelor’s
degrees in economics and laws, respectively, from Jiangxi University of
Finance and Economics (TFaEF#EAES) in July 1999. Mr. Ren also
obtained the qualification of registered public accountant from the Ministry
of Finance in December 2002, and the qualification of registered
practising tax agent from the Ministry of Personnel of the PRC and the
State Administration of Taxation of the PRC ({2 A R A R R 15 42/8)
in September 2002.
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The Directors are pleased to present this annual report and the audited
consolidated financial statements of the Group for the year ended 31
December 2016.

PRINCIPAL ACTIVITIES

The Company, together with its subsidiaries, is mainly engaged in
provision of high-quality healthcare services to women and children. Tai
He Tang, our subsidiary, is engaged in distribution and sales of
pharmaceuticals and medical devices (which include medical
consumables) to associated companies and Independent Third Parties.
The Company is an investment holding company and its subsidiaries are
principally engaged in the healthcare industry specializing in ob-gyn and
paediatrics.

A list of the Company’s subsidiaries, together with their places of
incorporation, principal activities and particulars of their issued shares/
paid up capital, is set out in note 38 to the consolidated financial
statements in this annual report.

BUSINESS REVIEW

A review of the business of the Group during the year, a discussion on
the Group’s future business development and the financial and
operational key performance indicators employed by the Directors in
measuring the performance of our business are set out in the sections
headed “Chairman’s Statement” on pages 5 to 7 of this annual report,
“Financial Summary” on pages 8 to 9 of this annual report, and
“Management Discussion and Analysis — Business Overview and
Outlook” on pages 11 to 14 of this annual report. The financial risk
management objectives and policies of the Group are set out in note 39
to the consolidated financial statements in this annual report. Significant
events that have an effect on the Group subsequent to the financial year
ended 31 December 2016 are set out in note 41 to the consolidated
financial statements in this annual report. Besides, principal risks and
uncertainties faced by the Group, key relationship between the Group
and its employees, customers and suppliers, environmental policies of the
Group and compliance with the relevant laws and regulations which have
significant impact are set out below.
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Key Risks and Uncertainties

The Group’s results and operations are subject to various factors with the
key risks summarised below:

Reputation risk

Our business depends significantly on the soundness of our reputation.
Failure to develop, maintain and enhance our reputation, or any negative
publicity or allegations in the media against us, may adversely affect the
level of market recognition of, and trust in, our services, and failure to
properly manage our physicians’ or other medical staff’s clinical activities
may expose us to medical disputes, which could result in a material
adverse impact on our business, financial condition and results of
operations. Our reputation and business may be harmed accordingly.

In order to effectively protect the reputation of the Group, our department
responsible for publicity monitors around the clock and swiftly reacts to
public opinions and information, and actively collects feedback from our
customers and employees, with a view to protecting their benefits and
legal rights. In addition, all of our hospitals implement the procedures and
management on complaints handling to improve satisfaction of our
customers. The Group has an anti-corruption policy in place and relevant
departments assess risk of corruption regularly.

Customer risk

As we provide mid-to-high-end healthcare services, our business,
financial condition and results of operations are subject to changes in
patient preference, consuming power, consumer confidence index and
general economic conditions in our respective markets.

Adhering to the customer-oriented principle, we actively satisfy our
customers’ demands for high-quality healthcare services by providing
one-stop and variable services. Meanwhile, we collect the opinions and
suggestions of our customers from various channels to improve the
quality of our healthcare services. In the course of business operation, we
conduct market analysis on existing and potential customers to fully
understand the change of preference, consumption power and other
indicators of customers.

Talent risk

If we are unable to attract, train and retain a sufficient number of qualified
physicians, management staff and other hospital personnel, our hospital
operations could be materially and adversely affected. Please refer to the
section headed "Staff" in page 34 of this annual report for our policies
regarding recruiting and retaining our staff members.
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See the section headed “Staff” on page 34 of this annual report for further
details regarding the measures we undertake to attract, retain and
develop talents.

Key Relationships

The Group ardently believes that employees, customers and partners are
key to our sustainable and stable development. We are committed to
establishing a close relationship with our employees, enhancing
cooperation with our partners and providing high-quality services to our
customers so as to ensure the Group’s sustainable development.

Staff

Our staff is regarded as one of the most important resources of the
Group. The Group has been endeavouring to provide our staff with a fair
and harmonious workplace where individuals with diverse cultural
backgrounds are treated equally. We offer a competitive remuneration
package and opportunities for career advancement based on employees’
performance. The Group grants share options to outstanding employees
to recognise and reward the employees who have contributed to the
Group’s development. The Group also provides our staff with regular
trainings, including internal trainings and courses offered by professional
organisations, so as to keep them abreast of the latest development of
the Company, medical industry and various businesses.

Customers

In order to provide high-quality and safe medical services to customers,
we strictly abide by the health policy for national medical and health
industry and the international standards promulgated by the JCI and
adhere to our “customer-oriented” service philosophy. We provide every
patient with experienced medical staff and advanced technologies and
facilities for diagnosis and treatment to best satisfy the medical needs of
our customers. Meanwhile, we value feedback from customers and
always seek to understand their thoughts through services feedback and
customer satisfaction surveys. In addition, we also set up a customer
service hotline to respond to any feedback and complaints from
customers.

We generally do not extend any credit period to our patients. We allow a
credit period of approximately 60 to 180 days for the hospital services
provided to the patients which are settled by and due from medical and
commercial insurance programs, and less than 90 days for the supply of
pharmaceuticals and medical devices after issuing invoice. For an aging
analysis of our trade receivable, please refer to note 23 to the
consolidated financial statements in this annual report.
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Suppliers

We firmly believe that our suppliers are equally important in providing
high-quality medical services. When selecting suppliers, we consider,
among other things, their product range, pricing, reputation, service
quality and delivery schedule. We require our suppliers to maintain
requisite licenses and permits to operate their business, such as business
licenses and GMP certificates and/or GSP certificates. We proactively
communicate with our suppliers to ensure they are committed to
delivering high-quality and high-standard medical equipment and drugs,
and adopt a centralised procurement system to better control the quality
of the medical supplies. We clearly state our professional integrity and
specify various requirements including regulatory compliance, anti-
corruption and other business ethics in each contract we entered into
with our suppliers.

Trade payables represent outstanding amounts due to our suppliers and
other third parties. Trade payables are non-interest bearing and are
normally granted on a 0 to 90 day credit term. For an aging analysis of
our trade payables, please refer to note 27 to the consolidated financial
statements in this annual report.

Environmental Policies

We are subject to various PRC laws, rules and regulations with regard to
environmental matters, including hospital sanitation, disease control,
disposal of medical waste, and discharge of wastewater, pollutants and
radioactive substances. We have established systems and procedures in
place concerning environmental protection, such as requiring all our
hospitals to engage qualified service providers to dispose of medical
waste and radioactive substances. For further details regarding various
environmental policies applicable to us and our compliance measures,
please refer to the Environmental, Social and Governance Report
contained on pages 68 to 77 of this annual report. During the Review
Period, our businesses were in compliance with all the relevant laws and
regulations with regard to environmental protection in all material aspects.

Compliance with Laws and Regulations

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC while the Company is a holding company
incorporated in the Cayman lIslands with its shares listed on the Main
Board of the HKEx. Our establishments and operations accordingly
should comply with relevant laws and regulations in the PRC, the Cayman
Islands and Hong Kong. During the Review Period, our businesses were
in compliance with all relevant laws and regulations in the PRC, the
Cayman Islands and Hong Kong in all material aspects.
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RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2016 are set
out in the section headed “Consolidated Statement of Profit or Loss and
Other Comprehensive Income” on pages 85 to 86 of this annual report.
The Board recommended the payment of a final dividend of RMB5.0
cents per Share for FY2016 (FY2015: RMB5.5 cents ).

SHARE CAPITAL

Details of the movements in the share capital of the Company for the year
ended 31 December 2016 are set out in note 30 to the consolidated
financial statements in this annual report.

RESERVES

Details of the movements in the reserves of the Group for the year ended
31 December 2016 are set out in the section headed “Consolidated
Statement of Changes in Equity” on pages 89 to 90 of this annual report.
As at 31 December 2016, the Company had a share premium balance of
approximately RMB1,302 million, which shall be available for distribution
to the Shareholders subject to passing of an ordinary resolution at the
forthcoming AGM for such distribution.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the Group’s property, plant and equipment
during the Review Period are set out in note 15 to the consolidated
financial statements in this annual report.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the past five financial years is set out in the section headed “Financial
Summary” on pages 8 to 9 of this annual report.
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DONATIONS

Charitable and other donations made by the Group during the Review
Period amounted to RMB23,000 (2015: RMB89,552).

PLEDGE OF ASSETS

As at 31 December 2016, there was no charge on the assets of the
Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2016, no individual patient has
contributed over 5% of our total revenue. During the Review Period, our
five largest customers were corporate customers engaged in the supply
of pharmaceuticals and medical devices business, who in aggregate
contributed to less than 5% of our revenue during the Review Period.

Purchases from the Group’s five largest suppliers in aggregate accounted
for approximately 19.0% (2015: 24.1%) of the total purchases of the
Group for the Review Period and purchases from the largest supplier
accounted for approximately 7.7% (2015: 5.7%) of our total purchases.

To the best knowledge of the Directors, none of the Directors or any of
their close associates (as defined in the Listing Rules) or Shareholders
that owned more than 5% of the issued Shares had any direct or indirect
interest in the five largest customers or the five largest suppliers of the
Group during the Review Period.

DIRECTORS

The Directors during the Review Period and up to the date of this
Directors’ Report are as follows:

Executive Directors

Mr. Lin Yuming (Chairman and President)
Mr. Fang Zhifeng (Vice President)
Mr. Zhao Xingli (Vice President)

EEZHS (18)

RS

REBEROEEHBER 2 &Z & H g5
B AR 23,0007T (20154 : A R #89,552
JT) °

& = it 1P

R2016F12A31H KRRz EEHEIK
o

FTEEFPKHERD

HE2016F12A31HIEFE - BMEEER
Al 3 P9 IR 25 B 5B 5% A £ o 1A [ BB HF
M RBRANAREE AR KRB ERERHR
BEBHEGERF  AXERAEMDERS
] e 25 B A A 5% o

MASERAAEERNRBEES XERE
| 7 [ B8 AR R AY £ B8 48 BE 4919.0% (2015
F241%) MR MEAEERHEE
R fh B PR B B/ 497.7% (20154 ¢
5.7%) °

BEEFRA REESMN BEEER
BEZAMERHRAEER EHRA)
5 A15% B4 | B B 77 AR 15 B0 AR R B 4 K
MEREFEENAAESRAARNE
r 2% -

g3

ROBEHRRBEAEETGREAHANE
=0T

HITES
PR E B A (R HARE)

T8 E (BB
HE N e (BIARE)




il 38

Harmonicare Medical Holdings Limited
Annual Report 2016

DIRECTORS' REPORT (CONTINUED)
EEETHS (8)

Non-executive Directors

Mr. Lin Yuguo

Mr. Qiu Jianwei (appointed on 21 December 2016)
Mr. Xu Jun (appointed on 21 December 2016)

Mr. Wang Lin (resigned on 21 December 20176)

Independent Non-executive Directors

Mr. Kong Aiguo
Ms. Fang Lan
Mr. Cai Jiangnan

In accordance with article 84(1) of the Articles of Association, Mr. Lin
Yuming, Mr. Fang Zhifeng and Mr. Zhao Xingli shall retire as Directors at
the forthcoming AGM, and Mr. Qiu Jianwei and Mr. Xu Jun who were
appointed by the Board during the Review Period shall hold office only
until the forthcoming AGM pursuant to article 83(3) of the Articles of
Association. All of the above retiring Directors are eligible for re-election
and will offer themselves for re-election thereat.

THE BIOGRAPHY OF THE DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of the Directors and the senior management of
the Company are set out in the section headed “Directors and Senior
Management” on pages 25 to 31 of this annual report.

SERVICE CONTRACTS OF THE DIRECTORS

Each of the executive Directors has entered into a three-year service
contract with the Company effective from the Listing Date, subject to
termination before expiry by either party giving not less than one month
notice in writing to the other.

Each of the non-executive Directors and independent non-executive
Directors has entered into a letter of appointment with the Company
which commenced from the Listing Date for an initial term of three years
and shall be terminable by either party giving not less than one month
notice in writing to the other.

None of the Directors proposed for re-election at the forthcoming AGM
has a service contract with any member of the Group which is not
determinable by the employer within one year without payment of
compensation (other than statutory compensation).
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REMUNERATION OF THE DIRECTORS AND
FIVE HIGHEST PAID INDIVIDUALS

Details of the Directors’ remuneration and the five highest paid individuals
in the Group are set out in note 12 to the consolidated financial
statements in this annual report.

REMUNERATION POLICY

As of 31 December 2016, the Group had 3,277 employees (31 December
2015: 3,149), of which 3,241 employees (31 December 2015: 3,113)
were involved in the general hospital services and management sector
and 36 employees (31 December 2015: 36) in the supply of
pharmaceuticals and medical devices sector. Total staff remuneration
expenses including Directors’ remuneration for the Review Period
amounted to RMB306.9 million (the Corresponding Period: RMB297.9
million). Remuneration is determined with reference to performance, skills,
qualifications and experience of the staff concerned and in accordance
with the prevailing industry practice. On top of salary payments, other
staff benefits include a state-managed retirement pension scheme, a
discretionary bonus program and the Share Option Scheme.

The Group has adopted the Share Option Scheme to provide incentive or
reward to eligible participants for their contribution or potential
contribution to the Group.

The Group also organises professional and vocational trainings to its
employees.

The remuneration of the Directors is reviewed by the Remuneration
Committee and approved by the Board. The relevant Director’s
experience, duties and responsibilities, time commitment, the Company’s
performance and the prevailing market conditions are taken into
consideration in determining the emolument of the Directors.

INDEPENDENCE OF THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive
Directors an annual confirmation of his/her independence pursuant to
Rule 3.13 of the Listing Rules. The Company believes that all of the
independent non-executive Directors are independent in accordance with
the guidelines set out in the Listing Rules.
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NON-COMPETITION UNDERTAKINGS

As disclosed in the Prospectus, Mr. Lin Yuming and Homecare, our then
Controlling Shareholders, have undertaken to the Company in a deed of
non-competition that, subject to and except as mentioned in the
Prospectus, they would not, and would procure that none of their
associates (other than any member of the Group) will directly or indirectly
engage in any business which, directly or indirectly, competes or may
compete with the Group’s business in the PRC or any other places in
which the Group carries on business. Each of them has confirmed in
writing to the Company of their compliance with the deed of non-
competition for disclosure in this annual report during the year ended 31
December 2016. No new business opportunity was informed by them as
at 31 December 2016.

The independent non-executive Directors have reviewed the
implementation of the deed of non-competition and are of the view that
the non-competition undertakings have been complied with by Mr. Lin
Yuming and Homecare for the year ended 31 December 2016.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

Saved as disclosed in this annual report, as of 31 December 2016, none
of the Directors or their respective associates had engaged in or had any
interest in any business which competes or may compete with the
business of the Group.

DIRECTORS” AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests and short positions of the
Directors and chief executive of the Company in the Shares, underlying
Shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the SFO) which were required (a) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the SFO); or
(b) to be recorded in the register required to be kept pursuant to Section
352 of the SFO; or (c) as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code were as follows:
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(a) Long positions in Shares

EEZHS (18)

(o) RN R

Approximate

Number of  percentage of

Name of Director Nature of interest Shares held shareholding

B R

B»E BHABED

EEnA EHEME RHHE %

Mr. Lin Yuming™'® Interest of controlled corporation 218,252,390 28.78
R B 2 A ) FEAE

Note: Bt 5 -

These Shares are held by Homecare, the 100% equity interest of which is
owned by Mr. Lin Yuming. Therefore, Mr. Lin Yuming is deemed to be
interested in these Shares.

(b) Long positions in underlying Shares

2 Z B 15 A Homecare 3 & » i Ak & BR % A4
WA %2 AI100% A% - A it - MR B 5
EHEBEBEEZERDAERS

(b) IR IBRIAZ B0 1T &

Name of Director Nature of interest

Number of
underlying
Shares held
under Share
Option Scheme

Approximate
percentage of
shareholding

B AEST8IE R
THEHKEER BAB DL
EENE EEME B EE %
Mr. Fang Zhifeng Beneficial owner 672,000 0.09
HEEEE EnlEEA
Mr. Zhao Xingli Beneficial owner 532,000 0.07
it ) A ExEEA
Save as disclosed above, as at 31 December 2016, so far as is known to  F& _E il #7 8 & 5) - R 2016F12 4318 « &

the Directors or chief executive of the Company, none of the Directors or
chief executive of the Company had interests or short positions in the
Shares, underlying Shares and debentures of the Company or its
associated corporations which (a) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to Section 352 of the SFO, to be recorded in the
register referred to therein; or (c) were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.
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SHARE OPTION SCHEME

The Share Option Scheme was conditionally adopted pursuant to a
resolution passed by the Shareholders on 9 June 2015, and became
effective on the Listing Date.

1. Purpose

The purpose of the Share Option Scheme is to provide an incentive
or reward for Eligible Participants (defined below) for their
contribution or potential contribution to the Company and/or any of
its Subsidiaries.

2. Eligible participants

Subject to and in accordance with the provisions of the Share
Option Scheme and the Listing Rules, the Board may at its sole
discretion grant options to any full-time or part-time employees of
the Company, its subsidiaries or any entities in which the Group
holds any equity interest, including (a) any executive and non-
executive directors (including independent non-executive directors)
of the Company, its subsidiaries or invested entities, (b) any
executives (including president, senior vice president, vice president
of the Group), central management (including general manager,
director, deputy general manager and deputy director),
management of president's office (including officer and deputy
officer), department managers of divisions under respective centres,
general managers and department managers of commercial
management companies, senior management (including general
manager and deputy general manager) of project companies and
persons holding managerial positions of respective departments of
the Company, its subsidiaries or invested entities.

3. Life of the Share Option Scheme

The Share Option Scheme shall be valid for a period of six years
from 9 June 2015.

4. Total number of Shares available for
issue

The maximum number of Shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme shall not, in aggregate, exceed 76,722,908, being 10% of
the total issued Shares as of the Listing Date (without taking into
account the partial exercise of the over-allotment option)
representing 10.12% of the total issued shares as at the date of
this annual report. As at the date of this annual report, the number
of outstanding share options of the Share Option Scheme is
3,954,615 representing 0.52% of the total number of issued shares
of the Company when shares are to be issued in relation thereof.
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5. Maximum entitlement of each participant

Unless approved by the Shareholders, the total number of Shares
issued and to be issued upon exercise of options granted to any
participant (including exercised and outstanding options) under the
Share Option Scheme in any 12-month period up to the date of
grant shall not exceed 1% of the total Shares in issue.

Offer period and amount payable for
options

An offer of the grant shall remain open for acceptance by the
eligible participant for a period of not more than 15 days from the
date on which it is made. A nominal consideration of HK$1.00 is
payable upon acceptance of the grant of option which the
Company has subsequently waived.

Minimum period for which an option
must be held before it can be exercised

The minimum period during which an option must be held before it
can be exercised in accordance with the terms of the Share Option
Scheme shall be one year after the date on which the option is
granted. The Board may in its absolute discretion impose further
restrictions on the exercise of the option.

Period within which the Shares must be
taken up

Subject to the discretion of the Board who may impose restrictions
on the exercise of the option, any option may be exercised one
year after the date on which the option is granted and shall expire
on the earlier of the last day of (i) a six-year period from the date of
such grant; and (ii) the expiration of the Share Option Scheme.

Basis of determining the subscription
price

The price per Share at which a grantee may subscribe for Shares
upon exercise of an option (the “Exercise Price”) shall be a price
determined by the Board but in any event shall be at least the
highest of:

(i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets on the date on which the
option is granted (must be a business day);

5
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(i) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date on which the option is
granted; while if the Company has been listed for less than
five business days, the new issue price shall be regarded as
the closing price for the business day in any period prior to
the listing; and

(i)~ the current nominal value of the each Shares.

On 13 July 2015, an aggregate of 16,113,800 share options were granted
by the Company. The share options granted include certain financial
performance target of the Company and performance appraisal of the
eligible participants. The financial performance target conditions of the
Company for the share options becoming vested are:

i) EERTEREBHILEES
FRERRZM B ®RR KRS
BZFAHE: MARRE LH
TREMEXR METERE
EA ETATEMMEE XA
WmE: &

iy \B-RBEAHEE-

R2015F 7183 AR A E®E A K
16,113,80017 i Ik i - & IE 2 BB IR B 15
ETARRVBEEEEREERDHSE
NESEZ - FERERBZARANK
XEBEGEGA:

Assessment period Growth of revenue Growth of net profit Exercise period

ZH BEEBALZRE FRAEERE TR

2015.1.1-2015.12.31 5% YoY 20% YoY From 2016.7.13 to 2021.6.8
IRHIER5% IRLEIER20% £2016.7.13%2021.6.8

2016.1.1-2016.12.31 10% YoY 25% YoY From 2017.7.13 t0 2021.6.8
IRLEIER10% R IR R25% B2017.7.13%2021.6.8

2017.1.1-2017.12.31 15% YoY 30% YoY From 2018.7.13 t0 2021.6.8
IRLEIER15% IRLEIER30% F2018.7.13%2021.6.8

As the 2016 annual results of the Company do not fulfill the required
financial performance target, the share options falling under the
assessment period of 1 January 2016 to 31 December 2016 will not be
vested. Pursuant to the relevant terms of grant of the share options and
requirements under the Share Option Scheme, such share options not
becoming vested shall lapse and shall be cancelled by the Company.
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The summary below sets out the details of movement of options granted during
the year ended 31 December 2016 pursuant to the Share Option Scheme:

EEZHS (18)

RIEERET SR 2 BRERE E2016
FI2ANBEFEMNEBFBHMT -

Number of share options
BREZEA
Balance Balance
as at Granted Exercised  Cancelled/ as at
Exercise 1 January during during lapsed during 31 December
Category/Name Date of grant price (HK$) 2016 theyear  the year the year 2016
TEE 2016 F RER RER RER 2016 &
BR/ 518 RHBH (Bx) 1B1B&&% g TE  H#/&% 12A31BE&&
Directors
=
Zhao Xingli 13 July 2015 7.1 1,064,000 — N/A (532,000) 532,000
Ly 2015574138 TiEA
Fang Zhifeng 13 July 2015 7.1 1,344,000 — N/A (672,000) 672,000
=i 201547 A13H NEA
Senior Management
EREERE
So Kin Ching"” 13 July 2015 74 1,995,000 — N/A (1,995,000) -
Eas 201547 4130 ES il
Li Wenfeng 13 July 2015 7.1 1,059,520 — N/A (529,760) 529,760
¢ 201547 A 138 @R
Ren Jinhui 13 July 2015 7.1 616,000 — N/A (308,000) 308,000
TeE 201557 A138 TEA
Chen Longzhen 13 July 2015 7.1 459,200 — N/A (229,600) 229,600
BRIt 201547 A13H NEA
Subtotal /N5t 6,537,720 — (4,266,360) 2,271,360
Other employees of 13 July 2015 74 4,645,690 — N/A (2,962,435) 1,683,255
the Group
AEBEHEMES 2015%7A13H NEA
Total #&5+ 11,183,410 — (7,228,795) 3,954,615
Notes: [T

1.

Mr. So Kin Ching resigned as Vice President of the Company on 30 June 2016.

Each of the grantees to whom the above share options have been conditionally
granted under the Share Option Scheme will be entitled to exercise:

[0} as to 30%, from the date of the first anniversary of the date of grant, i.e.
13 July 2016, to the date the Share Option Scheme will expire, i.e.
8 June 2021 (both dates inclusive);

(ii) as to 35%, from the date of the second anniversary of the date of grant, i.e.
13 July 2017, to the date the Share Option Scheme will expire, i.e. 8
June 2021 (both dates inclusive); and

(iii) as to 35%, from the date of the third anniversary of the date of grant, i.e.
13 July 2018, to the date the Share Option Scheme will expire, i.e.
8 June 2021 (both dates inclusive).

All the share options granted to the grantees on 13 July 2015 are subject to
certain conditions including the automatic lapse of options if the grantees’
employment with the Group terminates before the share options are vested and
the fulfillment of the vesting conditions as stipulated on page 44 of this annual
report regarding the performance target of the Company. Of the share options
granted on 13 July 2015, 3,274,180 share options lapsed because employee
left the Group in 2016, and an aggregate of 3,954,615 share options were not
vested because the performance target of the Company for the year 2016 has
not been fulfilled and were thus cancelled.
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SUBSTANTIAL SHAREHOLDERS® INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2016, so far as was known to any Director or chief
executive of the Company, the following persons (other than the Directors
and chief executive of the Company) had interests and/or short positions
in the Shares or underlying Shares which would fall to be disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept by the Company under
section 336 of the SFO.

F2 R
BREAKRMcERRRE

R2016F 12 A31H  BARAIEEHEE
TBRABRA U TALTCRBIEERRFR
EERFETHRAB)RKRAKA@AR G
FHEREFESRBEEMEXVIE2R
3P EZAEXAM AR R T KA SR A
NEIREEFH RS GO #3365 K E A
GE2EEMRAZESR AR -

Long positions in Shares NRERHANTFE
Approximate
Number of  percentage of
Name of Shareholder Nature of interest Shares held shareholding
BRRES LB EEME BEROEE BFREQ
Aotk
%
Homecare” Beneficial owner 218,252,390 28.78
EnEAA
Ms. Zhang Qing Hua® Interest of spouse 218,252,390 28.78
REFERZ L I B
Honeycare International Investment Limited Beneficial owner 61,824,518 8.15
E=mEAA
CDH Harmony® Beneficial owner 78,621,620 10.37
EnEAA
CDH Jiangen® Interest of controlled corporation 78,621,620 10.37
SEERC REAEE S
Beijing Taikang Investment Management Interest of controlled corporation 78,621,620 10.37
Co., Ltd.®
TREREEEEARRAC RIEEE S
Taikang Assets Management Co., Ltd.® Interest of controlled corporation 78,621,620 10.37
FREEEEBAREERAY REEEE S
Taikang Insurance Group Inc.? Interest of controlled corporation 78,621,620 10.37
TRARBEERO R QA REAE RS
Beneficial owner 121,875,507 16.07
EmfEA A
Harmony Care® Beneficial owner 46,243,975 6.10
EnEE A
Mr. Lin Yuhua Interest of controlled corporation 46,243,975 6.10
MEELREY RELEE S
Mr. Lin Yurong® Interest of controlled corporation 46,243,975 6.10

MEREEY
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MEBRZERBRAA
F 3} 2016

DIRECTORS' REPORT (CONTINUED)

Notes:

1. Homecare is wholly owned by Mr. Lin Yuming.

2. Ms. Zhang Qing Hua is the wife of Mr. Lin Yuming and is therefore deemed
to be interested in the Shares that Mr. Lin Yuming is interested.

3. CDH Harmony is directly wholly-owned by CDH Jiangen. Beijing Taikang
Investment Management Co., Ltd. is the General Partner of CDH Jiangen,
and is owned as to 80% by Taikang Assets Management Co., Ltd., which is,
in turn, owned as to 99.41% by Taikang Insurance Group Inc. Taikang
Insurance Group Inc. as Limited Partner owns 99.99% interests in CDH
Jiangen. Therefore, each of CDH Jiangen, Beijing Taikang Investment
Management Co., Ltd., Taikang Assets Management Co., Ltd. and Taikang
Insurance Group Inc. is deemed to be interested in the Shares held by CDH
Harmony.

4. As far as was known to the Directors, Harmony Care is owned as to 56.56%
by Mr. Lin Yurong and 43.44% by Mr. Lin Yuhua. Therefore, each of Mr. Lin
Yurong and Mr. Lin Yuhua is deemed to be interested in the Shares held by
Harmony Care.

Other than as disclosed above, as at 31 December 2016, the Directors
have not been notified by any person (other than the Directors or chief
executive of the Company) who had interests or short positions in the
Shares or underlying Shares which shall be disclosed to the Company
pursuant to Division 2 and 3 of Part XV of the SFO or as recorded in the
register required to be kept pursuant to Section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed under the Share Option Scheme, at no time during the
year ended 31 December 2016 was the Company or any of its
subsidiaries or fellow subsidiaries a party to any arrangement that would
enable the Directors to acquire benefits by means of acquisition of Shares
in or debentures of the Company or any other body corporate.
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DIRECTORS’ INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACT OF
SIGNIFICANCE

Save as disclosed in this annual report, no transaction, arrangement or
contract of significance subsisted in which a Director or an entity
connected with a Director was materially interested, whether directly or
indirectly, during or at the end of the Review Period.

CONNECTED TRANSACTIONS

Acquisition of 16% Equity Interest in
Fuzhou Modern Woman Hospital

On 9 September 2016, Guiyang HarMoniCare Hospital entered into
an equity transfer agreement with each of the then five individual
shareholders of Fuzhou Modern Woman Hospital, namely Mr. Chen
Jianhua (BR3E#E), Mr. Li Feng (%), Ms. Yang Yigiong (15#538),
Ms. Ma Huanzhi (§53%;2) and Mr. Zeng Zhemin (&£ ). Pursuant
to the equity transfer agreements, Guiyang HarMoniCare Hospital
purchased, and the Vendors sold, in aggregate, 16% of the equity
interest in Fuzhou Modern Woman Hospital at an aggregate
consideration of RMB28,800,000 in cash. Upon completion of the
said transactions, Guiyang HarMoniCare Hospital holds 99% of
Fuzhou Modern Woman Hospital. The Directors were of the view
that the acquisition would further strengthen its overall management
and control of Fuzhou Modern Woman Hospital. For details of the
transactions, please refer to the Company’s announcement made
on 9 September 2016 on the respective websites of HKEX and the
Company.
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2. Acquisition of 95% Equity Interest in
Heilongjiang HarMoniCare Hospital

On 21 December 2016, Guiyang HarMoniCare Hospital entered
into an equity transfer agreement with Mr. Chen Jun Shan (BR{£ L),
pursuant to which Guiyang HarMoniCare Hospital purchased, and
Mr. Chen sold, 95% of the equity interest in Heilongjiang
HarMoniCare Hospital at a cash consideration of RMB5,000,000.
Mr. Chen was deemed to be a connected person of the Company (as
defined under Rule 14A.07(6) of the Listing Rules) by the Stock
Exchange pursuant to Rule 14A.19 of the Listing Rules. As such,
the acquisition constitutes a connected transaction of the Company
under Chapter 14A of the Listing Rules. Upon completion of the
acquisition, Heilongjiang HarMoniCare Hospital is held as to 95%
by Guiyang HarMoniCare Hospital and is now an indirect subsidiary
of the Company. Given the improved and increased profitability of
Heilongjiang HarMoniCare Hospital, the Directors were of the view
that the acquisition would be conducive to the business
development and extension into upstream and downstream
industries of the Group in Heilongjiang Province of the PRC. For
details of the transaction, please refer to the Company’s
announcements made on 21 December 2016 on the respective
websites of HKEX and the Company.

During the Review Period, there was no connected transaction of the
Group which has to be disclosed in accordance with the Listing Rules,
save for the foregoing.

Related party transactions that occurred during the Review Period, as set
out in Notes 37(a) and (c) to the consolidated financial statements in this
annual report, also fall under the definition of connected transactions
under Chapter 14A of the Listing Rule and are fully exempt from
shareholders’ approval, annual review and all disclosure requirements.

MANAGEMENT CONTRACTS

The Company has not entered into any contract with any individual, firm
or body corporate to manage or administer the whole or any substantial
part of any business of the Group during the Review Period.
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DIRECTORS’ PERMITTED INDEMNITY
PROVISION

Under the Articles of Association, every Director or officer of the Company
acting in relation to any of the affairs of the Company shall be indemnified
and secured harmless out of the assets and profits of the Company from
and against all actions, costs and damages which he may incur or sustain
in or about the execution of the duties of his office or otherwise in relation
thereto. The Company has arranged appropriate directors’ and officers’
liability insurance coverage for the Directors and officers of the Group.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme as disclosed on pages 42 to 45 of this
annual report, no equity-linked agreements were entered into by the
Company, or existed during the Review Period.

EVENT AFTER THE REVIEW PERIOD

As at the date of this annual report, there was no significant event after
the Review Period.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Articles of
Association or the relevant laws of the Cayman Islands where the
Company is incorporated which would oblige the Company to offer new
Shares on a pro-rata basis to existing Shareholders.

DIVIDEND

The Directors recommended the declaration of a final dividend of RMB5.0
cents per Share for FY2016 (FY2015: RMB5.5 cents per Share), payable
to Shareholders whose names appear on the register of members of the
Company on Friday, 23 June 2017. Based on the number of issued
Shares as at 31 December 2016, this represents a total distribution of
approximately RMB37.92 million (FY2015: RMB42.06 million). Subject to
the approval by Shareholders at the AGM to be held on Thursday, 15
June 2017, it is expected that the final dividend will be paid on or before
Wednesday, 5 July 2017.
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AGM AND CLOSURES OF REGISTER OF
MEMBERS

For determining the entitlement to attend and vote at the AGM, the
register of members of the Company will be closed from Monday, 12
June 2017 to Thursday, 15 June 2017, both dates inclusive, during which
period no transfer of Shares will be registered. In order to be eligible to
attend and vote at the AGM, non-registered holders of Shares shall
ensure that all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong branch share
registrar, Tricor Investor Services Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong for registration not later than 4:30 p.m.
on Friday, 9 June 2017.

For determining the entitlement to the proposed final dividend (subject to
approval by the Shareholders at the AGM), the register of members of the
Company will be closed from Wednesday, 21 June 2017 to Friday, 23
June 2017, both dates inclusive, during which period no transfer of
Shares will be registered. In order to qualify for the proposed final
dividend, non-registered holders of Shares shall ensure that all transfer
documents accompanied by the relevant share certificates must be
lodged with the Company’s Hong Kong branch share registrar, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong for registration not later than 4:30 p.m. on
Tuesday, 20 June 2017.

CORPORATE GOVERNANCE

The Corporate Governance Report is set out on pages 54 to 67 of this
annual report.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year ended 31 December 2016, the Company repurchased its
own ordinary Shares on market through the Stock Exchange as follows:

LEABO AR

N

RE ZE2016F12A31BIEEFEE XA
ﬁ@%x%ﬁm%¢$@ﬁ§%i%hm

Q
N
Nl

Price per share repurchased
Number of ordinary BOSRER Aggregate
Month of repurchase shares repurchased Highest Lowest consideration paid
BE A% BEEERHAE BS BIE 2T ERE
HK$ HKS$ HK$’000
BT BT FAT
May 5H 5,650,000 6.05 5.59 32,498
July 7A 6,256,000 4.53 3.89 26,898
Total st 11,906,000 59,396
RMB’000
ARBTT
Present as Elp= 50,428

The Directors were of the view that the repurchase of the Shares would
enhance the earnings per Share, and benefit the Company and the
Shareholders as a whole. All the repurchased Shares were subsequently
cancelled.

Saved as disclosed herein, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed securities
during the Review Period.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and to the
pest of the Directors’ knowledge, information and belief, the Company
has always maintained sufficient public float as required under the Listing
Rules throughout the Review Period.
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TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to
the Shareholders by reason of their holding of the Company’s listed
securities.

AUDITOR

The Company has appointed Deloitte Touche Tohmatsu as the auditor of
the Company for the year ended 31 December 2016. A resolution will be
proposed for approval by Shareholders at the forthcoming AGM to re-
appoint Deloitte Touche Tohmatsu as the auditor of the Company.

On behalf of the Board
Lin Yuming
Chairman, executive Director and President

Hong Kong, 22 March 2017
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CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high corporate governance
standards. The Board believes that good corporate governance standards
are essential in providing a framework for the Group to safeguard the
interests of shareholders, enhance corporate value, formulate its business
strategies and policies, and enhance its transparency and accountability.

The Company has applied the principles as set out in the CG Code
contained in Appendix 14 to the Listing Rules.

In the opinion of the Directors, throughout the Review Period, the
Company has complied with all applicable code provisions as set out in
the CG Code, save and except for code provision A.2.1 which states that
the roles of chairman and chief executive officer should be separate and
should not be performed by the same individual, details of which are set
out in the section headed “Chairman and Chief Executive Officer” in this
Corporate Governance Report.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its code of conduct for
securities transactions by the Directors.

Specific enquiry has been made of all the Directors and the Directors
have confirmed that they have complied with the Model Code throughout
the Review Period.

The Company has also established the Written Guidelines on terms no
less exacting than the Model Code for securities transactions by
employees who are likely to possess unpublished price-sensitive
information of the Company. No incident of non-compliance of the Written
Guidelines by the employees was noted by the Company.
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BOARD OF DIRECTORS

The Board oversees the Group’s businesses, strategic decisions and
performance and takes decisions objectively in the best interests of the
Company.

The Board regularly reviews the contribution required from the Directors
to perform their responsibilities to the Company, and whether the
Directors are spending sufficient time in performing them.

Board Composition

The Board currently comprises nine members as follows:

Executive Directors

Mr. Lin Yuming (Chairman, President and Chairman of the Nomination
Committee)

Mr. Fang Zhifeng  (Vice President)

Mr. Zhao Xingli (Vice President and Member of the Remuneration

Committee)

Non-executive Directors

Mr. Lin Yuguo (Member of the Remuneration Committee)
Mr. Qiu Jianwei  (Member of the Audit Committee)
Mr. Xu Jun (Member of the Nomination Committee)

Independent Non-executive Directors

Mr. Kong Aiguo  (Chairman of the Remuneration Committee and
Member of the Audit Committee and the Nomination
Committeg)

(Chairman of the Audit Committee and Member of the
Remuneration Committee and the Nomination
Committee)

Mr. Cai Jiangnan  (Member of the Audit Committee, the Remuneration

Committee and the Nomination Committee)

Ms. Fang Lan

The biographical details of the Directors are set out in the section headed
“Directors and Senior Management” on pages 25 to 31 of this annual
report. The relationships between the members of the Board are also
disclosed under the same section.
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Chairman and Chief Executive Officer

Code provision A.2.1 of the CG Code stipulates that the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual. Mr. Lin Yuming is the Chairman and
President (equivalent to chief executive officer) of the Company. Mr. Lin is
the founder of the Group and has been responsible for managing the
operation and overall strategic planning of the Group since its
establishment. The Directors believe that vesting the roles of both the
Chairman and President in Mr. Lin is beneficial to the business outlook
and management of the Group and can ensure consistent leadership
within the Group for more effective and efficient overall strategic planning
for the Group. After considering all the corporate governance measures
that have been taken, the Board considers that the balance of power and
authority will not be impaired by the present arrangement, and the current
structure will enable the Company to make and implement decisions
more promptly and effectively. Thus, the Company does not segregate
the roles of Chairman and President. The Board will continue to review
the situation and consider splitting the roles of Chairman and President of
the Company in due course after taking into account of the then overall
circumstances of the Group.

Independent Non-executive Directors

During the Review Period, the Board at all times met the requirements of
the Listing Rules relating to the appointment of at least three independent
non-executive Directors representing one-third of the Board with one of
whom possessing appropriate professional qualifications or accounting or
related financial management expertise.

The Company has received written annual confirmation from each of the
independent non-executive Directors in respect of his/her independence
in accordance with the independence guidelines set out in Rule 3.13 of
the Listing Rules. The Company is of the view that all independent non-
executive Directors are independent.

Appointment and Re-election of Directors

Code provision A.4.1 of the CG Code stipulates that non-executive
directors shall be appointed for a specific term, subject to re-election,
whereas code provision A.4.2 states that all directors appointed to fill a
casual vacancy shall be subject to election by shareholders at the first
general meeting after appointment and that every director, including those
appointed for a specific term, shall be subject to retirement by rotation at
least once every three years.

Each of the executive Directors is appointed under a services contract
and each of the non-executive Directors and independent non-executive
Directors is appointed under a letter of appointment for a term of three
years which is terminable by either party by giving one month’s written
notice to the other party.
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In accordance with the Articles of Association, all Directors are subject to
retirement by rotation and re-election at AGM at least once every three
years. Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting and any Director appointed by
the Board as an addition to the Board shall hold office until the next
following AGM after his/her appointment and they will be subject to re-
election at such meeting.

Responsibilities, Accountabilities and
Contributions of the Board and Management

The Board should assume responsibility for leadership and control of the
Company; and is collectively responsible for directing and supervising its
affairs. Directors take decisions objectively in the interests of the
Company.

The Board directly, and indirectly through its committees, provides
direction to management by laying down strategies and overseeing their
implementation, monitors the Group’s operational and financial
performance, and ensures that sound internal control and risk
management systems are in place.

All Directors, including non-executive Directors and independent non-
executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for its efficient
and effective functioning.

The independent non-executive Directors are responsible for ensuring a
high standard of regulatory reporting of the Company and providing a
balance in the Board for bringing effective independent judgement on
corporate actions and operations.

All Directors have full and timely access to all the information of the
Company as well as the services and advice from the senior
management. The Directors may, upon request, seek independent
professional advice in appropriate circumstances, at the Company’s
expenses for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices held
by them and the Board regularly reviews the contribution required from
each Director to perform his responsibilities to the Company.

The Board reserves for its decision all major matters relating to policy
matters, strategies and budgets, internal control and risk management,
material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other
significant operational matters of the Company. Responsibilities relating to
implementing decisions of the Board, directing and co-ordinating the daily
operation and management of the Company are delegated to the
management.
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Continuous Professional Development of
Directors

Directors shall keep abreast of regulatory developments and changes in
order to effectively perform their responsibilities and to ensure that their
contribution to the Board remains informed and relevant.

Every newly appointed Director has received formal and comprehensive
induction on the first occasion of his/her appointment to ensure
appropriate understanding of the business and operations of the
Company and full awareness of director’s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills. Internally-
facilitated briefings for Directors would be arranged and reading materials
on relevant topics would be provided to Directors where appropriate. All
Directors are encouraged to attend relevant training courses at the
Company’s expenses.

During the Review Period, the Company organized a training session
conducted by lawyer for the newly appointed Directors, Mr. Qiu Jianwei
and Mr. Xu Jun, focusing on corporate governance, director’s duties,
responsibilities and obligations under the Listing Rules and The Codes on
Takeovers and Mergers and Share Buybacks. Mr. Lin Yuming attended
two courses of China CEO Program organized by Cheung Kong Graduate
School of Business covering a wide range of topics including globalization
strategy; innovative strategy under the new norm; analysis on China’s
economic trend and hot issues; psychodynamic model of entrepreneurs;
global economy; financial innovation and capital market; opportunities for
green economy and studies on motivation, leadership and exploration.
Mr. Lin Yuming also read articles on international experience of reforms of
medical and healthcare systems and personal health reform under the big
data era. Ms. Fang Lan has attended a course organized by the
Shenzhen Stock Exchange on Training to Independent Directors of Listed
Issuers.

Relevant reading materials including legal and regulatory update have
been provided to the Directors for their reference and studying.
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BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination Committee
for overseeing particular aspects of the Company’s affairs. All Board
committees are established with defined written terms of reference. The
terms of reference of the Board committees are posted on the Company’s
website (www.hemeiyl.com) and HKEx’s website (www.hkexnews.hk) and
are available to Shareholders upon request.

The majority of the members of each Board committee are independent
non-executive Directors and the list of the chairman and members of
each Board committee is set out under “Board of Directors” in this
Corporate Governance Report.

Audit Committee

The terms of reference of the Audit Committee are of no less exacting
terms than those set out in the CG Code.

The main duties of the Audit Committee are to assist the Board in
reviewing the financial information and reporting process, risk
management and internal control systems, effectiveness of the internal
audit function, scope of audit and appointment of external auditors, and
arrangements to enable employees of the Company to raise concerns
about possible improprieties in financial reporting, internal control or other
matters of the Company.

The Audit Committee held two meetings to review, in respect of the
Review Period, the interim and annual financial results and reports and
significant issues on the financial reporting, operational and compliance
controls, the effectiveness of the risk management and internal control
systems and internal audit function, appointment of external auditors and
relevant scope of works, and arrangements for employees to raise
concerns about possible improprieties.

The Audit Committee also met the external auditors twice during the
Review Period.
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Remuneration Committee

The terms of reference of the Remuneration Committee are of no less
exacting terms than those set out in the CG Code.

The primary functions of the Remuneration Committee include reviewing
and making recommendations to the Board on the remuneration
packages of individual executive Directors and senior management, the
remuneration policy and structure for all Directors and senior
management; and establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or any
of his/her associates will participate in deciding his/her own remuneration.

The Remuneration Committee met twice during the Review Period to
review and make recommendation to the Board on the remuneration
policy and structure of the Company, and the remuneration packages of
the executive Directors, senior management and the newly appointed
non-executive Directors and other related matters.

Details of the remuneration of the senior management by band are set out
in note 12 to the consolidated financial statements in this annual report.

Nomination Committee

The terms of reference of the Nomination Committee are of no less
exacting terms than those set out in the CG Code.

The principal duties of the Nomination Committee include reviewing the
Board composition, developing and formulating relevant procedures for
the nomination and appointment of Directors, making recommendations
to the Board on the appointment and succession planning of Directors,
and assessing the independence of independent non-executive Directors.

In assessing the Board composition, the Nomination Committee would
take into account various aspects as well as factors concerning Board
diversity as set out in the Company’s Board Diversity Policy, including but
not limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and industry and regional
experience etc. The Nomination Committee would discuss and agree on
measurable objectives for achieving diversity on the Board, where
necessary, and recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships, the
Nomination Committee would consider the candidate’s character,
qualifications, experience, independence and other relevant criteria
necessary to complement the corporate strategy and achieve Board
diversity, where appropriate, before making recommendation to the
Board.
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The Nomination Committee met twice during the Review Period to review
the structure, size and composition of the Board and the independence
of the independent non-executive Directors, to consider the qualifications
of the retiring Directors standing for election at the AGM and to consider
and recommend to the Board on the appointment of Mr. Qiu Jianwei and
Mr. Xu Jun as non-executive Directors. The Nomination Committee
considered an appropriate balance of diversity perspectives of the Board
is maintained and has not set any measurable objective implementing the
Board diversity policy.

Corporate Governance Functions

The Board is responsible for performing the functions set out in code
provision D.3.1 of the CG Code.

During the Review Period, the Board had reviewed the Company’s
corporate governance policies and practices, training and continuous
professional development of the Directors and senior management, the
Company’s policies and practices on compliance with legal and regulatory
requirements, compliance of the Model Code and Written Guidelines, and
the Company’s compliance with the CG Code and disclosure in this
Corporate Governance Report.
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ATTENDANCE RECORDS OF DIRECTORS SE 2 HFEECER

The attendance record of each Director at the Board and Board

BEEEHREARANCDERRRT2ES

committee meetings and AGM of the Company held during the Review @R EEZSeeZzhRERAFEAE 2 H

Period is set out in the table below:

JERERHFIN T K

Attendance/Number of Meetings

HEER EBERE
Annual
Audit Remuneration Nomination General
Name of Director Board Committee Committee Committee Meeting
IR ®R
BEEnA EEE® ERZES® FMEES REZEES BAFEKE
Executive Directors
HITEFE
Mr. Lin Yuming 4/4 N/A N/A 2/2 1/1
MEBREE T iE A A iE A
Mr. Fang Zhifeng 4/4 N/A N/A N/A 11
oS = i i A i A A iE A
Mr. Zhao Xingli 4/4 N/A 2/2 N/A 11
e B 7 5 A A3 A TiE A
Non-executive Directors
FHITEF
Mr. Wang Lin (Resigned on 21 December 2016) 3/3 2/2 N/A N/A 11
TR LE(R20164F 12 A 21 A BHT) 8 F 7 i# A
Mr. Lin Yuguo 4/4 N/A 2/2 N/A 1/1
ME B S A i A i A
Mr. Qiu Jianwei (Appointed on 21 December 2016) 11 N/A N/A N/A N/A
B 3E (R e 4 (R2016 F 12 A21 HEZ ) T iE A i A T iE A T iE A
Mr. Xu Jun (Appointed on 21 December 2016) 11 N/A N/A N/A N/A
BELE L (R20164F 12521 HEZ(T) T~ iE A 38 F T~ i# A 7~ # F
Independent Non-executive Directors
BIHBRITEF
Mr. Kong Aiguo 4/4 2/2 2/2 2/2 11
HEBREE
Ms. Fang Lan 4/4 2/2 2/2 2/2 11
FEE T
Mr. Cai Jiangnan 4/4 0/2 1/2 1/2 11
BEImEE

Apart from regular Board meetings, the Chairman also held a meeting K EHRITEET S H0 PO EEHH -

with the non-executive Directors (including independent non-executive
Directors) without the presence of executive Directors during the Review

Period.

ETFETERATEFT(BERBIULIFRTE
BRI ARAUBRATEFTLRENGE
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RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board acknowledges its responsibility for the risk management and
internal control systems and reviewing their effectiveness. Such systems
are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss.

The Board has the overall responsibility for evaluating and determining the
nature and extent of the risks it is wiling to take in achieving the
Company’s strategic objectives, and establishing and maintaining
appropriate and effective risk management and internal control systems.

The Audit Committee assists the Board in leading the management and
overseeing their design, implementation and monitoring of the risk
management and internal control systems.

The Company has developed and adopted various risk management
procedures and guidelines with defined authority for implementation by
key business processes and office functions, including project
management, sales and leasing, financial reporting, human resources and
information technology.

All divisions conducted internal control assessment regularly to identify
risks that potentially impact the business of the Group and various
aspects including key operational and financial processes, regulatory
compliance and information security. Self-evaluation has been conducted
to confirm that control policies are properly complied with by each
division.

The management, in coordination with division heads, assessed the
likelihood of risk occurrence, provide treatment plans, and monitor the
risk management progress, and reported to the Audit Committee and the
Board on all findings and the effectiveness of the systems.
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The Internal Audit Department is responsible for providing the internal
audit function and performing independent review of the adequacy and
effectiveness of the risk management and internal control systems. The
Internal Audit Department examined key issues in relation to the
accounting practices and all material controls and provided its findings
and recommendations for improvement to the Audit Committee.

The management has confirmed to the Board and the Audit Committee
on the effectiveness of the risk management and internal control systems
for the Review Period.

The Board, as supported by the Audit Committee as well as the
management report and the internal audit findings, reviewed the risk
management and internal control systems, including the financial,
operational and compliance controls, for the Review Period, and
considered that such systems are effective and adequate. The annual
review also covered the financial reporting, internal audit function and staff
qualifications, experiences and relevant resources.

Whistleblowing procedures are in place to facilitate employees of the
Company to raise, in confidence, concerns about possible improprieties
in financial reporting, internal control or other matters of the Company.

The Company has developed its disclosure policy which provides a
general guide to the Directors, the Company’s officers, senior
management and relevant employees in handling confidential information,
monitoring information disclosure and responding to enquiries. Control
procedures have been implemented to ensure that unauthorized access
and use of inside information are strictly prohibited.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements of the Company for the Review Period.

The Directors are not aware of any material uncertainties relating to
events or conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

The statement of the independent auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 78 to 84 of this annual report.

AUDITOR’S REMUNERATION

An analysis of the remuneration paid to the external auditor of the
Company, Messrs. Deloitte Touche Tohmatsu, for the Review Period is
set out below:

EXREIBIKRS (8)
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R 7 38 Bl g ERHER
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ARBT T

Audit Services EZR 2,900
Non-audit Services FEEZ R -
2,900

COMPANY SECRETARY

Mr. Chen WEei, being the Vice President, and Ms. Ng Sin Yee Clare of
Tricor Services Limited, external service provider, are the joint company
secretaries of the Company. Ms. Ng’s primary contact person at the
Company is Mr. Chen Wei.

All Directors have access to the advice and services of the joint company
secretaries on corporate governance and board practices and matters.
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SHAREHOLDERS' RIGHTS

The Company engages with Shareholders through various communication
channels and a Shareholders’ Communication Policy is in place to ensure
that Shareholders’ views and concerns are appropriately addressed. The
policy is regularly reviewed to ensure its effectiveness.

To safeguard Shareholder interests and rights, separate resolution will be
proposed for each substantially separate issue at general meetings,
including the election of individual Directors. All resolutions put forward at
general meetings will be voted on by poll pursuant to the Listing Rules
and poll results will be posted on the websites of the Company and HKEx
after each general meeting.

Convening an Extraordinary General Meeting

Pursuant to Article 58 of the Articles of Association, any one or more
Shareholders holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the right of
voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the secretary of the Company,
to require an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board fails to
proceed to convene such meeting, the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Putting Forward Proposals at General
Meetings

There are no provisions in the Articles of Association or the Companies
Law of the Cayman Islands for putting forward proposals of new
resolutions by Shareholders at general meetings. Shareholders who wish
to move a resolution may request the Company to convene a general
meeting in accordance with the procedures set out in the preceding
paragraph to consider the business specified in the requisition. For
proposing a person for election as a Director, please refer to the
“Procedures for Shareholders to Propose a Person for Election as a
Director” posted on the Company’s website.
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Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board, Shareholders may send
written enquiries to the Company. The Company will not normally deal
with verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned above to
the following:

Address:  No. A2 Xiaoguan Beili, Beiyuan Road,

Chaoyang District, Beijing, The People’s Republic of China
For the attention of the Joint Company Secretary

Fax: 86 10 57960506

Email: chenwei@hemeiyl.com/ir@hemeiyl.com

For the avoidance of doubt, Shareholder(s) must deposit and send the
original duly signed written requisition, notice or statement, or enquiry (as
the case may be) to the above address and provide their full name,
contact details and identification in order to give effect thereto.
Shareholders’ information may be disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS
AND INVESTORS/INVESTOR RELATIONS

The Company considers that effective communication with Shareholders
is essential for enhancing investor relations and investor understanding of
the Group’s business performance and strategies. The Company
endeavours to maintain an on-going dialogue with Shareholders and in
particular, through AGMs and other extraordinary general meetings. At
the AGM, Directors (or their delegates as appropriate) are available to
meet Shareholders and answer their enquiries.

During the Review Period, the Company has not made any changes to its
Articles of Association. An up to date version of the Company’s Articles of
Association is available on the Company’s website and HKEx’s website.
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As the largest private obstetrics and gynecology specialty hospital group
in the PRC, Harmonicare Medical Holdings Limited and its subsidiaries
have been consistently dedicated to providing high quality healthcare
services to women and children. Harmonicare adhered to the guiding
principle of “Always Being Customer-oriented”. Beijing HarMoniCare
Hospital and Shenzhen HarMoniCare Hospital under the Group were both
certified by JCI. Upholding the principle of ensuring patients’ safety and
improving our quality continuously, the Group continued to enhance its
medical services, which were well recognized by its customers. In
accordance with the requirements of the core system of the National
Health and Family Planning Commission, Harmonicare prioritized resource
allocation in various aspects including medical technology, medical
environment and facilities, so as to guarantee health of the general public
and safeguard public interests by providing safe, high-quality, efficient
and environmental-friendly products and services to the public.

Fulfiling social responsibility actively is the obligation of Harmonicare to
promote social development and also its commitment to achieving a
sustainable development. We firmly believe that undertaking social
responsibility as well as performing the duties as a corporate citizen
provide strong guarantee for the Group’s sustainable development.
Therefore, while seeking to boost economic benefits, the Group laid
emphasis on maintaining the interests of Shareholders and creditors,
protecting the legal interest of our staff, treating suppliers, clients and
consumers in good faith, reducing energy consumption and pollution
emissions in the course of business, and actively participating in public
affairs, in order to promote the development of the Group and the society.

In response to national policies and along with deepening reform of the
medical system, the society sets higher requirements on social
responsibilities of medical enterprises, which compels us to focus more
on the health of the general public and patients’ interest, proactively
integrate corporate social responsibility into corporate governance and
explore and fuffill the social responsibilities according to its own situation
at a strategic level and for attaining a sustainable development. In 2016,
under the leadership of the Board, the Group persisted in advancing
product innovation and management promotion, consolidating the market
position of its core products, pushing forward the development of various
business lines steadily, implementing innovation in business modes and
marketing methods, as well as centralizing the resource to develop its
competitive business.
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Emission

The Group mainly provides medical service, during which our pollutants
mainly include medical waste and medical wastewater. The Group
strictly complies with “Medical Waste Management Regulations” ({&&
FEREY) & TR 16 19])), “Medical Waste Management Measures for
Medical and Health Institutions” (( &8 /2 127 4= 1 1 B8 5% BE 1) B 32 HE%)),
“Disinfection Management Measures” ({3& 25 & 12 #%)%)) and relevant
laws and regulations. Moreover, we strictly implement the
cooperation agreement entered into with the local centralized
disposal entities of medical waste. To effectively prevent and
control the medical waste from causing hazard and spreading
disease to the environment during its temporary storage at
hospitals, transport and disposition, our hospitals drew up
regulations such as “Contamination Control Regulation on Medical
Waste Disposal” ((Z&Br BFZ ¥R I8 B & #I 382)) to prevent
the spread of contagious disease and environmental pollution
arising from medical waste. The regulations clearly define the
classification of and collecting containers used for medical waste
and the requirement and related process of storage, transfer and
disposal of the same, which have been implemented strictly by our
hospitals.

Use of Resources

The Group pays attention to the efficient use of resources and
implements various measures to encourage the staff to practice the
concept of “Use Less, No Waste” during the ordinary course of
business, such as installing energy-saving light pipes, reminding the
staff to shut off the computers, office equipment and air
conditioners if not in use, hosting conference calls/video
conferences to reduce business travels, advocating paperless office
and encouraging the staff to read and send file electronically to
reduce file printing.

Environment and Natural Resource

The Group upholds the principle of being responsible for the
environment during its business operations. In aspects of
wastewater discharge and disposal, the Group strictly abides by
the relevant laws and regulations such as “Wastewater Discharge
Standard of Medical Institutions” ({ B2 R K ST 24 BEMIZEAEY)
(GB18466-2005) and “Disinfection Management Measures” (CE &
EIBHEE)). Meanwhile, we disinfect wastewater and human waste
of patients with contagious disease or patients with suspected
contagious disease in accordance with regulations, so as to
conduct safe disposal control that meets national standards. Our
staff is also encouraged to take actions that are accountable to the
environment in workplace. In 2016, there have been no related
matters in the industry in which the Group operates that have
significant impact on the environment and natural resource.
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SOCIAL

Employment

The Group regards employees as its most important and valuable
assets for corporate development, and respects and protects the
right of all our employees. We have always been strictly complying
with the relevant laws and regulations such as Labour Law and
Labour Contract Law. We seek to provide best working
environment for employees in which they can work together without
any form of discriminations or harassment. The Group is committed
to creating a fair and diverse working environment by promoting
equal rights among employees irrespective of their race, social
status, age, nationality, religious beliefs, disability, gender, and
sexual orientation. The Group has established the Remuneration
Management System and the Labour Contract Management
System which are strictly implemented. The Remuneration
Management System contains rules on basic salary, performance
salary, various allowance and benefits (including statutory and
corporate benefits), leaves and year-end bonus, and the Labour
Contract Management System contains rules on labour contract
duration, probation period evaluation and conversion and renewal,
amendment, claim, cancellation and termination of labour contracts.
In 2016, the Group’s number of employees remains stable expect
for those recruited due to the natural growth of business and the
implementation of our strategic plan.
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Health and Safety

The Group strives to ensure the health of its staff and provide a
sound working environment through arranging various trainings and
safety guidelines. Office workplaces are equipped with fire safety
facilities, staff safety channels, power failure emergency equipment
and other facilities. Various measures are also taken, such as
inspecting and preventing fire hazards from time to time by installing
sound fire-fighting facilities and keeping effective channels available,
checking access control to guard against theft, investigating and
removing suspicious persons, reminding medical staff, clients and
their family members to take care of public property and their own
properties, examining and dealing with slippery ground by giving
warnings, isolating risky areas and notifying cleaners to clean,
confirming the identity of the persons entering the wards, and
strictly requiring medical staff to wear disposable protective
equipment. In addition, the Group provides a variety of occupational
health examinations and education counseling to its staff, as well as
medical and accident insurances to its qualified staff with an aim to
protecting its staff from work-related accidents or occupational
hazards. We strictly abide by relevant laws and regulations,
including the Administrative Measures on Radiotherapy ({57 &
EIEEE)), the Prevention and Control of Occupational Diseases
Law of the People’s Republic of China ({Fr#E A BB B Z K0
Y&YA&)Y), the Law on Licensed Physicians of the People’s Republic
of China ((FF#E A RFEMBEZEERDE)) and the Tort Law of the
People’s Republic of China ((F#EARIAFMERFE#EEE)). In
2016, the Group was not prosecuted for any occupational health
and safety matters.
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Development and Training

The Group recognizes the importance of attracting and training
talents. In 2016, according to the requirement of development
strategies and business development, the Group sped up the
introduction of management personnel and expanded the
management team and professional team, in order to optimize the
talent structure. Meanwhile, the Group attaches great importance
to the training and utilization of internal talents, and constantly
selects individuals from key employees with excellent performance
and development potential to serve important positions in the
Group. The Group pays attention to staff training and develops
various training programs for staff each year, including new
employee orientation training, and carries out professional skills
training and relevant follow-up education for physicians, nurses and
other special positions from time to time, arranging them to
participate in relevant industry seminars and technical exchanges
according to the operations of the Company. In October 2016, the
Group’s subsidiary Shenzhen HarMoniCare Hospital held a
maternity forum for domestic and international experts at the
InterContinental Hotel in Shenzhen Overseas Chinese Town. The
Group constantly encourages employees to continuously improve
their quality through training, so as to build a high quality
management team and professional team meeting the business
development of the Group. The Group has developed the “Employee
Handbook” and distributed it to its staff, setting out the Group’s
history, structure, future plan, concept of corporate culture and
employee’s code of conduct, rights, benefits and other important
information.
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Labor Standards

All the employees are voluntarily employed. The Group strictly
abides by the Rules on Prohibition of Child Labor, Labor Law and
other relevant laws and regulations, prohibiting the use of child
labor and forced labor within the Group, and is committed to
creating a working environment with full respect for human rights.
The Group has developed the Recruitment Management System.
According to the system, the department making the recruitment
should fill in the Personnel Requirement Form in advance and seek
approval in accordance with set responsibility and authority before
submitting it to the recruitment department to arrange a unified
recruitment. The recruitment department formulates recruitment
plans according to the job description of the required positions and
special requirements of departments, selects recruitment channel,
implements entry approval procedures after layers of interviews,
completes orientation procedures, and conducting a
comprehensive review on the information of the new employees
(including identity cards, academic certifications, and proof of
departure from previous employment).

Supply Chain Management

The Group attaches great importance to managing the
environmental and social risks of the supply chain. We strictly
examine the qualification and related certification materials provided
by upstream suppliers and manufacturers to make sure they meet
relevant national requirements, including but not limited to the Good
Supply Practices for Pharmaceutical Products (%458 &8 & &8
##5(GSP)) Certificate, Quality Guarantee Covenant (& £/R[E 7%
£), Pharmaceutical Distribution Certificate (R4 =5 ] 5%) and
Medical Device Marketing Enterprise License (28 & 23 S & ST
A ). In accordance with the Pharmaceutical Administration Law
of the People’s Republic of China ( A EE A RAFIBZL R EIRE) ),
Administrative Measures on the Supervision of the Distribution of
Pharmaceutical Products ( € 257 @ EE B EIR L) ), Regulations
on the Supervision and Administration of Medical Devices ( (& &
SRIMES BB IR M) ) and other relevant laws and regulations, the
Group has developed the Management System for Supplier
Evaluation and the Management System for New Supplier and
Category Approval. We also arrange relevant personnel to carry out
annual evaluation of suppliers, including the objective evaluation of
suppliers and enterprises in respect of their basic condition,
performance of contracts, quality of the products supplied,
logistics, after-sales service quality and other aspects, and utilize
information technology to manage them effectively. In 2016, the
Group was not aware of any significant risk or potential negative
impact posed by any of the major suppliers on business ethics,
environmental protection, human rights and labor measures, or any
non-compliance in human rights encountered by any of them.
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Product Responsibility

The Group is committed to offering an excellent customer
experience and ensuring the safety of our products and services, in
strict compliance with the relevant laws and regulations such as the
Advertisement Law (E&%), the Interim Measures for the
Administration of Internet Advertisement (B B#48 & 4 & 1B B 1TH0%),
the Administrative Measures on Medical Advertisement (E2&E S
BIBWLEK), the Law on Medical Practitioners of the People’s
Republic of China (2 A B B #1 2 26M5%), the Administrative
Measures on Medical Institutions (2B EIREM]) and the
Measures for Sterile Management (H& &I2##%). It is our aim for
our customers to have confidence in our products and services,
and sufficient information to make informed choices. The Group
focuses on advertising its products and the placement of
advertisements is subject to approval by the relevant government
authorities of places where we operate in. Besides, both the
medical products for sale and their promotion are required to be
cross-inspected to ensure the accuracy of descriptions. We made
efforts to ensure that our customers can make informed decisions
on their purchase. We view data privacy and security as a key
operating principle and the Group strictly adheres to the laws and
regulations while establishing relevant systems such as
management system of medical records and informed written
consent related to medical services. In addition, our staff members
were provided regular trainings on privacy and security, thereby
customer’s consent must be obtained before we can collect their
personal data and provide further medical services. During the year
of 2016, the Group did not have any non-compliance of the rules in
relation to the provision and use of the Group’s products and
services, which would have material impacts on the Group.

Anti-corruption

The Group strictly adheres to relevant laws and regulations
including the Law of the People’s Republic of China on Anti-money
Laundering, the Criminal Law of the People’s Republic of China and
the Law on Medical Practitioners of the People’s Republic of China.
The Group also set up an anti-corruption management system, the
extent of which covers the definition of corruption, the definition of
corrupt behavior, the classification on institution’s rights and
responsibilities, the prevention and control of corruption, the
reporting of corruption case, relevant survey and report and etc..
We also prepare dedicated email and phone line for corruption
report which are published on our Company’s website and
implement relevant procedure stringently by following relevant
system. In 2016, the Group was exposed to no significant bribery
risk, and there is no reported corruption incident related to or public
lawsuit initiated against the Group and its employees. During the
year, none of the contracts with our business partner was forced to
be terminated or stopped performance due to corruption related
non-compliance.
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8. Community and Charity

Upholding the idea of “earning from the community and contributing
to the community”, the Group is committed to contributing to the
community, supporting education, culture and art and other
charitable activities. Internally, the Group endeavors to establish a
favorable platform for volunteer services. And externally, the Group
spared no effort to facilitate a harmonious society by focusing on
environmental protection, promoting the development on the well-
being of mothers and infants and actively engaging in social
activities for public welfare while always taking social responsibility
and improving public health as key emphases for its development.
In 2016, Beijing HarMoniCare Hospital together with China Women
Daily (R Elfm 2 ##t) and the China Mother and Baby Healthcare
Caring Club initiated a care action for “invisible moms” to call upon
the society to pay more attention to “invisible moms”. As an
organizer, Beijing HarMoniCare Hospital has provided early
pregnancy medical checking service amounting to RMB 1.72
million for 1,000 early pregnancy mothers to show our love to
“invisible moms” with action. The Group also arranged Hafu Mom
Training Camp (15 28 2515548 <) from time to time every week and
dispatched experienced medical care personnel to conduct
consulting activities on maternal and child health care for residents
in neighboring community.

In 2016, the Group was awarded with the “Annual Responsible
Brand Award” in the 6th China Charity Festival, which embodied
recognitions on HarMoniCare from all social sectors.

Going forward, the Group will actively promote environmental protection,
improve environmental awareness and enhance the sense of responsibility
on environmental protection through integrating the concept and
requirements of social responsibility with our development strategies and
corporate culture, so as to protect the environment and serve the
community.
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ABOUT THE REPORT

This Environmental, Social and Governance Report (the “Report”) was
prepared based on the Environmental, Social and Governance Reporting
Guide under Appendix 27 of the Listing Rules. The Report is our first
Environmental, Social and Governance Report which elaborated
measures and developments made by Harmonicare with respect to the
environment, society and governance during the Review Period.

Pursuant to the HKEx's new disclosure requirements under the
Environmental, Social and Governance Reporting Guide, the Group will
continue to refine its daily management work of the information pertaining
to the Environmental, Social and Governance Report so as to comply with
the new disclosure requirements. The Group will analyze and compare
relevant information on a regular basis by integrating its own situation to
collect correlative indexes through information curing system with an aim
to facilitating real-time monitoring by the management.

The Report has been reviewed and approved by the board of directors of
Harmonicare.

REPORTING SCOPE

The Report covers the Company and its subsidiary companies, excluding
associated companies, joint ventures and joint-stock corporations. The
Report highlights Harmonicare’s sustainability efforts in the following
aspects:
Environmental Aspects: (emissions, use of resources, the environment
and natural resources)

Social Aspects: (employment, health and safety, development
and training, labor standards, supply chain
management, product responsibility, anti-
corruption and community investment)

For details of other information of environmental, social and governance
are available in the Annual Report of the Group.
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INDEPENDENT AUDITOR'S REPORT

1& 17 % S 6D ¥R &5

TO THE MEMBERS OF HARMONICARE MEDICAL HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Harmonicare
Medical Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as “the Group”) set out on pages 85 to 191, which comprise
the consolidated statement of financial position as at 31 December 2016,
and the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“IFRSs”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified Public
Accountants. Our responsibilities under those standards are further
described in the Auditor’'s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Hong Kong Institute of
Certified Public Accountants’ Code of Ethics for Professional Accountants
(the Code”), and we have fulfilled our other ethical responsibilities in
accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS FAREIZSIA

Key audit matters are those matters that, in our professional judgment, B Z=HEHAR S S 2EZZHEmMS -
were of most significance in our audit of the consolidated financial $WEZEZAHEBZ EAMBRESASE
statements of the current period. These matters were addressed inthe ZEMNEH ZEEZHEASZZEXEELS
context of our audit of the consolidated financial statements as a whole, &8 EHREXLREAES EEETEERN B
and in forming our opinion thereon, and we do not provide a separate EHEE T @ %N ZEEBEREEEBENEER
opinion on these matters.

Key audit matter How our audit addressed the key audit matter

HRERER EECERNMNEERREERER

Fair value determination of intangible asset acquired in a business combination

BEERRBEHTREZEVEEZ N FE

We identified the fair value determination of Our procedures in relation to the fair value determination of intangible
intangible asset acquired in the acquisition of asset acquired in the acquisition of Heilongjiang HarMoniCare Hospital
Heilongjiang HarMoniCare Obstetrics and included:

Gynecology Hospital Co., Ltd (“Heilongjiang

HarMoniCare Hospital”) as a key audit matter e Evaluating the independent external valuer’s competence,
due to the significance of the recognised objectivity and qualification;

balance of the intangible asset and the

judgements and assumptions involved in e Evaluating, with the assistance of our internal valuation specialists,
estimating the fair value of the intangible the appropriateness of the valuation methodology and
asset. assumptions of discount rate used in valuing the intangible asset,

based on market available data and specific risks of the Company;
The fair value of the intangible asset and
recognised at the acquisition date is
disclosed in Notes 17 and 32 to the e Evaluating the appropriateness of other key assumptions and
consolidated financial statements. inputs, including the financial forecast, by comparing them to
historical performance and industry data.
Details of the significant judgements and
assumptions in estimating the fair value of
intangible asset are disclosed in Note 4 to
the consolidated financial statements.

Independent external valuation was obtained
to assist management’s estimation of the fair
value of the intangible asset at the acquisition
date.
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Key audit matter How our audit addressed the key audit matter

HERERER EECERNMNEERREERER

Fair value determination of intangible asset acquired in a business combination
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with IFRSs, and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group'’s financial reporting process.

& Y7 % 6 ¥k 5 (18)
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1& X7 % 26 ¥ & (48)

AUDITOR’'S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.
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o Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We
are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with those charged with governance,
we determine those matters that were of most significance in the audit of
the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.
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The engagement partner on the audit resulting in the independent B & T ZIBEE HEBB I ZEMBRE N
BE

auditor’s report is Mak Chi Lung. BHEABABEERLE -
Deloitte Touche Tohmatsu EHeBEERARETAIT
Certified Public Accountants HEEEAD

Hong Kong BB

22 March 2017 201743 H22H
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME
rofEmMNEMMEBR AR

For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

Notes
B &
Revenue I 2= 5
Cost of sales and services $HE K AR KA
Gross profit £ A
Other income H b g A 7
Other gains and losses H bz 2 18 8
Selling and distribution expenses HERDHERX
Administrative expenses THAX
Other expenses HifAx 9
Share of losses of associates FEAEE: & QR BB FE
Profit before tax B 7% B F1 8 10
Income tax expense T8/ f X 1
Profit for the year FARRHE
Other comprehensive income Hih2mEU A

Items that may be reclassified
subsequently to profit or loss:

Share of other comprehensive
income of associates

/f

HERGEEF DB E R
ZEH :
BB L AR EMEEKA

Other comprehensive income for the FAHE ﬂﬁ % A
year, net of income tax RPN
Total comprehensive income FREZEBAEAE

for the year

For the year ended
31 December

2016

RMB’000
ARBT R

859,701
(439,713)

419,988

18,339
27,258
(214,931)
(123,177)
(2,768)
(823)

123,886

(26,615)

HBZE12H831 BILEE

2015
RMB’'000
ARETTT

909,362
(448,557)

460,805

13,085
22,483
(218,172)
(109,611)
(26,623)

141,967
(31,5606)

110,401

110,401

85 N
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME (CONTINUED)
oA NHEthEBWAR X ()

For the year ended 31 December 2016 # 22016412831 H IEFE

For the year ended
31 December

HBZE12H831 BILEE

2016 2015
Notes RMB’000 RMB’000
B & AR¥ T ARET T
Profit for the year attributable to: A& S ELFEAFHE :
Equity holders of the Company RARERZFEA 95,708 106,173
Non-controlling interests JEFE AR RS 1,563 4,228
97,271 110,401
Total comprehensive income NTELTEMFEFANEZE
for the year attributable to: WA #BEEE -
Equity holders of the Company KRR RFEA 95,936 106,173
Non-controlling interests IR AR HE = 1,563 4,228
97,499 110,401
Earnings per share SREF
Basic and diluted BEARK#E
(RMB cents per share) (BERARED) 14 15.84
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

#n BB IA RN K

As at 31 December 2016 72016412 31 H

As at 31 December
M12 431 H

Notes

B =

Non-current assets
Property, plant and equipment
Goodwill
Intangible assets
Interests in associates
Prepaid rental

FRBEE
ME - BERRE
Bk
BVEE
N R NCT R £
BREE

15
16
17
18

2016 2015
RMB’000 RMB'000
ARBT T NS

253,262 229,370
49,302 —
95,793 33,860

7,628 —
1,222 1,956

Rental deposits Heite 9,281 9,482
Deferred tax assets FERTAE E 19 33,080 27,781
Financial assets designated as at fair EEBBAFETTA
value through profit or loss (“FVTPL”) BanzemEE
([BZRAFEFTFABZE]D 20 —
497,568 302,449
Current assets MEBEE
Inventories FE 21 24,583 22,253
Loan receivables FEUWE R 22 5,000 —
Trade receivables E 5 WA 23 29,086 38,094
Prepayments, deposits and other ERR - EZER
receivables H b B U FRIB 24 56,327 42,287
Amounts due from related parties & U5 7 Bt 5 SRR 37 4,015 —
Certificates of deposit FRGE 25 — 320,984
Time deposits TEHITFE R 26 115,000 —
Cash and cash equivalents BERBEE2ZEEY 26 951,996 901,994
1,186,007 1,325,612
Current liabilities mEAE
Trade payables 2 5 R FE 27 16,552 28,494
Other payables and accruals Hib eI R ETE B 28 141,300 134,252
Amount due to a related party JE 1~ BA Bt 5 5 IE 37 70,253 —
Tax payables JE < 7218 24,087 20,816
Provision B 29 1,053 822
Net current assets mENEEFE 1,141,228

g7 &
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fm © B 5 1R i & (48)

As at 31 December 2016 7201651231 H

As at 31 December

MH12H31 H

2016 2015

Notes RMB’000 RMB’000

B & AR®T T ARET T

Total assets less current liabilities BEERREBAR m 1,443,677
Non-current liabilities R EE

Accrued rental expenses Eirem% 32,712

Deferred tax liabilities EIERIE B & 19 —

46,949 32,712

Net assets BEFRE 1,383,381 1,410,965
Capital and reserves BEA N

Share capital RE AR 30 598 608

Share premium and reserves B 15 5% B & 15 1,388,500 1,408,301

Equity attributable to equity holders RATIERTE ABGER

of the Company 1,389,098 1,408,909

Non-controlling interests e AR (5,717) 2,056

Total equity 48 FE 7 1,383,381 1,410,965

The consolidated financial statements on pages 85 to 191 were approved £ 85H F101 B 2 G AW BRE I KLES

and authorised for issue by the board of directors on 22 March 2017 and

are signed on its behalf by:

Lin Yuming
HEH
Director

EF

NTEERRERE:

Zhao Xingli
HHE D
Director

EF

BR2017F3 A2 H/ERRETIE L &
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

ll‘l

OEREIHR

For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

Attribute to equity holders of the Company

EAREREE AL
Statutory Retained Attribute to
Other Share Translation surplus profits non-
Share Share reserve option reserve reserve (Accumulated controlling
capital  premium (Note i) reserve (Noteii)  (Noteiii) losses) Total interests Total
EERB
Hitt e BRE ARREE e REEF FER
BE  REEE (K &£ i) " (MaEi)  (M&Ei)  (RFER) @i BEES @5t
RMB'000 RMB'000 RMB'000  RMB'000 RMB’000  RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTL ARBTT ARETE ARBTT AREKTE ARBTRT ARBTL ARETT ARKTT ARBTR
Balance at 1 January 2015 201561 1R H
e - - 14,885 - - 43,652 (155,816) (97,279) 2,219 (99,498)
Profit and total comprehensive FRFABRZE
income for the year WA BB - - - - - - 106,173 106,173 4,228 110,401
Appropriations 2324 - - - - - 7,622 (7,622) - - -
Capital injection in the Company HARAETE
(Note iv) (Ff &Eiv) 91 278,212 - - - - — 278,308 — 278303
Capitalisation issue (Note v) BARLES
(Pt v) 363 (363) - - = - - - - -
Issue of new shares on the global 2 BR % & #1 ik
offering (Note vi) (B &Evi) 154 1,160,888 - - - - - 1,161,042 — 1,161,042
Costs of issue of new shares BITHRZ
(Note vi) A (Bt 3Evi) - (43,966) = = = = = (43,966) - (43,966)
Expenses recognised on equity HABRELEE 2
Rz 15
settled share-based payments YERZ AL
(Note 31) (Fi5E31) = = = 4,636 - - - 4,636 47 4,683
Balance at 31 December 2015 2015612 A31R
okt 608 1,394,771 14,885 4,636 - 51,274 (57,265) 1,408,909 2,056 1,410,965
Profit for the year FRF|E = = = = = = 95,708 96,708 1,563 97,211
Other comprehensive income for R E {2 &
the year A - - - - 228 - - 228 - 228
Appropriations R - - - - - 19,202 (19,202) - - -
Dividends paid to non-controlling 32 1 F 3E42 %
interests BENRES = = = = = = = = (1,282) (1,282)
Dividends recognised as distrioution 32 & 7'k &)
(Note 13) B S (P #E13) - (42,057) - - - - - (42,067) - (42,057)
Shares repurchased and cancelled B[] T4 2
(Note 30) B15 (Bt 530 (10 (50,418 = = = - —  (50428) - (504298
Transaction costs attributable to ~ §% [ % i % e 15
repurchase of ordinary shares ZRBMA = (209) = = = = = (209) = (209)
Expenses recognised on equity BARELE
settled share-based payments Z R
(Note 31) BRZHAX
(B &E31) - - - 20 - - - 20 5 25
Acquisition of non-controlling WERMNER
interest in Fuzhou Modem FEBRER
Woman Hospital Co., Ltd. AAl((BME
(“Fuzhou Modern Woman REEER)
Hospital’) HFEE R R
(Note vii) (B & vil) - = (23,073) = = = = (23,073) (6,727) (28,800)
Acquisition of anon-wholly owned W — 32 &
subsidiary (Note 32) =N
#32) = = = - - - - - (2.332) (2.332)
Balance at 31 December 2016 201612 A31H
okt 598 1,302,087 (8,188) 4,656 228 70,476 19,241 1,389,098 (5,717) 1,383,381
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For the year ended 31 December 2016 & Z20165 12831 H [FFE

Notes:

0] The other reserve as at 1 January 2015 represented the registered capital of
subsidiaries, which were owned by Bosheng Medical Investment Co., Ltd.
(“Bosheng Medical”) and deducted by the consideration paid for the
acquisition of the equity interest in those subsidiaries, which is accounted for

as deemed distribution to the then shareholders of those subsidiaries.

(ii) Exchange differences arising on foreign currency translation of a foreign
associate acquired in 2016 are recognised in other comprehensive income.

(iii) According to the People’s Republic of China (the “PRC”) Company Law and
the Articles of Association of the PRC subsidiaries of the Group, these
companies are required to transfer 10% of their respective after-tax profits,
calculated in accordance with the PRC GAAP, to the statutory surplus
reserve until the reserve balance reaches 50% of the registered capital. The
statutory surplus reserve can be utilized, upon approval of the relevant
authorities, to offset accumulated losses or to increase registered capital of
these companies, provided that such fund is maintained at a minimum of

25% of the registered capital.

(iv) As part of the reorganisation in December 2014, the Company issued
90,152,787 shares to Homecare International Investment Limited
(“Homecare”), 9,206,705 shares to Mighty Sky Investments Limited (“Mighty
Sky”) at a total consideration of RMB240,304,000, which was fully paid on

16 March, 2015.

In January 2015, Concord Glory Limited (“Concord Glory”) acquired Galaxy
Power Solution Limited (Galaxy Power) and Concord Glory injected share
capital amounting to United States Dollar (“USD”) 6.2 million (equivalent to
RMB37,999,000) into Galaxy Power. Subsequent to the cash injection, the
Company acquired 100% equity interest in Galaxy Power, and in exchange,
the Company newly issued 15,724,324 ordinary shares to Concord Glory.

The cash proceeds from the above share issuance were used to settle
consideration payable for acquisition of HarMoniCare Management and

Consulting Co., Ltd. (“HarMoniCare Management and Consulting”).

(v) On 9 June 2015, the Company increased its authorised share capital to
Hong Kong Dollar (“‘HKD”) 1,140,000 divided into 1,140,000,000 shares of
HKDO0.001 each. Immediately following the global offering becoming
unconditional, 460,335,268 shares are allotted and issued, credited as fully

paid, to shareholders pursuant to the capitalisation issue.

(Vi) On 7 July 2015, the Company completed the global offering consisted of
191,810,000 offer shares in total with the nominal value is HKDO0.001 per
share at the offer price of HKD7.55. On 30 July 2015, the over-allotment
option has been partially exercised in respect of an aggregate of 3,095,000
shares with the nominal value of HKD0.001 each at the offer price of
HKD7.55. The aggregate net proceeds from the global offering were
calculated at the offer price of HKD7.55 after deducting the underwriting fee
RMB35,150,000 and the listing expenses amounting to RMB40,936,000 in

connection with the global offering.

(vi)  On 9 September 2016, Guiyang HarMoniCare Hospital Co., Ltd (“Guiyang
HarMoniCare Hospital”) acquired 16% non-controlling interest of Fuzhou
Modern Woman Hospital at a consideration of RMB28,800,000. The

consideration was fully paid in October 2016.

B

(i)

(i)

(v)

W)

(Vi)

(vii)

R20155F1 B 1 B & H L 7 4 45 I B 2 7)
MEMEAR ZEREBFTEBRERER
DERAR(HEERDEA L HKEZ
S0 B A R BB AT A B (A BR B A%
EWBARERBRRELNBEDER)E
R

BME2016F MW —MBNBERT
34 2 400 B 40 2 T MK 38 PO RE AR o

BiEEFEARAME(HE] 2RDER
AEEHRBEHMBARMNMAEGEZMA
ZERRAAREPBELAR G ERFE
ZREZBBEFEN10%EEEEER
HHEE EERBEREEEEMELRD
50% - AR IR B R A ERBRFER

PR 85 3% % 1 Rl A R 5HE B kg in
AMEAR  EZREBETSEREMEARD
25% °

ER2014F12 A EHM — D AR A M
Homecare International Investment Limited
(MHomecare |) K Mighty Sky Investments Limited
(IMighty Skyl) > 75l # 1790,152,787 ix K
9,206,705/% i% 17 + 48X {8 A K #5240,304,000
JTLER2015F3 A 16 B BE L T -

M 20154 1 A » Concord Glory Limited
(T Concord Glory ] ) 4 8 Galaxy Power Solution
Limited (Galaxy Power) i 7] Galaxy Power £
628 & =7t (16 8 7 A K #37,999,000
TR ATE -HEETER ARAM
Concord Glory ¥T 2 17 15,724,324 i% & i A%
LA # BY Galaxy Power ) 2 B A% 4 ©

PO BETHERESHFEACANEE
R ENEERZABRAR(MEER
R AR AE

R2015F6 A9R » RA A # H AT KA
# % 1,140,000 7t * % % 1,140,000,000 B%
5 I EE0.001 B T M B 1 o B ke & Bk 8
ERABEKEER AR RIRIEE LT
m) A% 3R Ac B & 2% 17 460,335,268 1% A R 7l
EB R HIRRD ©

EA2O15¢7H7EI AREIREEET.55%
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CONSOLIDATED STATEMENT OF CASH FLOWS
mEIRERER

For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

For the year ended
31 December
BZ12A31HLEEE

2016 2015
RMB’000 RMB’000
AR¥TT AREFIT
Profit before tax B B4 B A1 123,886 141,967
Adjustments for: BATSBEELAE
Depreciation of property, plant and equipment  #% - = M & EITE 39,471 35,172
Amortisation of intangible assets A EEH 4,201 3,660
Share of losses of associates FEAG B & A RIS 18 823 -
Loss on disposal of property, plant and HEME BE K
equipment, net = E R 918 250
Impairment recognised on trade and other B 5 Kk E b WK
receivables TR E R (E 111 215
Foreign exchange gains FE 5, Uk %5 (22,184) (22,195)
Expenses recognised on equity settled AR ELEE 2 KD
share-based payments TRz 25 4,683
Interest income from bank deposits RITFERZFEWA (15,374) (10,654)
Interest income from certificates of deposit FRFE 2 F BIWA (628) (654)
Gain on disposal of bank financial products HERITIEY E G2 W (5,771) (753)
Operating cash flows before movements in BEESEHAN
working capital REREME 125,478 151,691
Movements in working capital EEESEE
Increase in inventories FEEM (408) (2,422)
Decrease (increase) in trade receivables B 5 MW SRR
(1 1) 8,343 (24,359)
Decrease (increase) in prepayments, deposits ~ TE{T 2% « & R E b
and other receivables JE W 5k IR ﬂ A (g hn) 3,730 (13,672)
(Increase) decrease in amounts due from & U A B T mkTE (B8 )
related parties B (15) 16
(Decrease) increase in trade payables B EMFEAECID)
el il (12,786) 12,130
(Decrease) increase in other payables and H b FE A 5RIB K
accruals FEEH & R O 4) 18 hn (5,842) 20,573
Increase (decrease) in amounts due to a Ji& {<F B8 Bt 5 SR IE 4 N
related party CR ) 655 (1,602)
Decrease (increase) in rental deposits HEZSHD GEm) 201 (431)
(Decrease) in accrued rental expenses EETF 2R Oj4) (612) (190)
Increase (decrease) in provision 5 1 00 Ot 4) 231 (578)
Cash generated from operations KBTS E S 118,975 141,156
Income taxes paid TSR (28,643) (25,389)
Interest received from bank deposits BUERITERZF & 15,560 9,627
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
RoIREMER (1)
For the year ended 31 December 2016 & Z2016512 31 HILFZ

For the year ended

31 December
BZ12A31HILEE

2016 2015
Note RMB’000 RMB’000
B aE AR¥TT AREFIT
Net cash generated from operating activities WETEE TS IR € F R 125,394
Cash flows from investing activities KETIMERERE
Purchases of property, plant and equipment BEWE BEI
L& (46,288) (61,844)
Proceeds from disposal of property, plantand ~ HEW ¥ « BE &
equipment RAEFTISER 93 16
Purchase of intangible assets BEEREAE (4,019) (33,210)
Proceeds on the disposal of investments in HERBE QR Z
associates REMBHRIEA = 800
Purchase of certificates of deposit BATRHE (523,291) (314,417)
Interest income from certificates of deposit T R B WA 628 654
Redemption of certificates of deposit FE [0 17 3K 38 848,160 —
Purchase of bank financial products BARITIEME R (1,133,440) (70,000)
Redemption of bank financial products fE D R1TIE B E 1,139,211 70,753
Placement of time deposits 7 e B 7 3k (115,000) -
Investments in associates REEERA 2R E
IA (8,223) —
Advance to Heilongjiang HarMoniCare M AREIMEREE
Obstetrics and Gynecology Hospital Co., Br AR AR ([RE
Ltd (“Heilongjiang HarMoniCare Hospital”) THEREERR])
S5 R R IE (11,000) —
Net cash inflow on acquisition of a subsidiary W — R E A 7 2
WEMAFE 32 12,756 =
Deposit paid for a proposed acquisition of W — TR 2
a business BffiEe (9,000) -
Loan to a third party ME=FIREER (5,000) -
Payments to acquire financial assets WHEEERRATE
designated as at FVTPL AFTABZZ R
BEMNR (48,000) =
Loan to an associate ) — FE B & R Rl IR it
% (4,000) —
Net cash generated from (used in) investing REEZHE(FTA)
activities REFE (407,248)




MEBFZRARAR
F3 2016

93 B

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
ROeRERE R (M8)

For the year ended 31 December 2016 £, Z=2016F12 431 H L F[Z
For the year ended

31 December
HBZE12A31HILEE

2016 2015
RMB’000 RMB’000
AR¥TT AREFIT
Cash flows from financing activities MEEZHERERE
Consideration paid for acquisition of non- W EE A 1B R B) 2 FEE P A
controlling interest in a subsidiary =EMRE (28,800) -
Dividend paid B E (43,698) (423)
Repayments to related parties BT (45,000) (1,862)
Capital injection by the shareholders AARIREREE
in the Company 259,334
Consideration paid for acquisition of REHEFWENRE A A
subsidiaries as part of reorganisation EfRRE (277,358)
Proceeds from new shares issuance ERBEBRTHRZAE
on the global offering RIE 1,161,042
Expenses incurred in connection with the PIRBEEAZHAX
global offering (43,966)
Repurchase of ordinary shares, including BEEER(BREIZHA)
transaction costs (50,637) —
Net cash (used in) generated from financing gt & &) (FT ) FT 53R & /F 58
activities (168,135) 1,096,767
Net increase in cash and cash equivalents RekBReEEYENFE 814,913
Cash and cash equivalents at the beginning FNREERBEESEEY
of the year 901,994 72,063
Effect of foreign exchange rate changes, net  [E & % &) 2 & 2% 58 18,658 15,018
Cash and cash equivalents at FREEGNBELEEY
the end of the year
represented by bank balances and cash (RITHEBRIES) 951,996 901,994




_Qo!

Harmonicare Medical Holdings Limited
Annual Report 2016

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
4

#n O B 35 ¥ & B 5E

For the year ended 31 December 2016 & Z20165 12831 H [FFE

1.

GENERAL INFORMATION

Harmonicare Medical Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company with
limited liability under the Companies Law of the Cayman Islands on
26 August 2014. The registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands, and its principal place of business is located in the
PRC. The Company is an investment holding company and its
subsidiaries (collectively referred to as “the Group”) are principally
engaged in provision of specialised hospital services, especially in
obstetrics and gynaecology and supply chain business in the PRC.

On 7 July 2015, the Company was listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The consolidated financial statements are presented in Renminbi
(“RMB?”), which is also the functional currency of the Company.

—iRE R

MEEBEERERABDTARRA D
20148 A26 AIRIER EHE N A
FEREHEAMA L AERES
FREERR o AR SRk
/& Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111,
Cayman Islands + £ 2 4 & #b 2 7 1
RE - ARAlRAREERAT - KA
WEBAR (GBI AEEDEEAF
BHEERBRRE  LHERER
R EEER -

R20156F7A78 « AR AN EFE B
ARBIERAB(BRAT]) £ e

HEMBHRRIDIUAARETARED
23 ARBTAEARBZNEE
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#n O B 35 ¥ % Bl 51

For the year ended 31 December 2016 # E20165F12 83180 IFEE

APPLICATION OF NEW AND
AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs™)

Amendments to IFRSs that are
mandatorily effective for the current year

The Group has applied for the first time in the current year the
following amendments to IFRSs issued by the International
Accounting Standards Board (“IASB”).

Amendments to IFRS 11 Accounting for acquisitions of

Interests in Joint Operations
Amendments to IAS 1 Disclosure Initiative
Amendments to IAS 16

and IAS 38

Clarification of Acceptable Methods
of Depreciation and Amortisation

Amendments to IAS 16
and IAS 41

Agriculture: Bearer Plants

Amendments to IAS 27 Equity Method in Separate Financial
Statement
Investment Entities: Applying the

Consolidation Exception

Amendments to IFRS 10,
IFRS 12 and IAS 28

Amendments to IFRSs Annual Improvements to IFRSs 2012

— 2014 Cycle

The application of the amendments to IFRSs in the current year has
had no material impact on the Group’s financial performance and
positions for the current and prior years and/or on the disclosures
set out in these consolidated financial statements.
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For the year ended 31 December 2016 #2016 12831 H IEFE

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

2,

New and revised IFRSs in issue but not yet

effective

The Group has not early applied the following new and revised
IFRSs that have been issued but are not yet effective.

IFRS 9

IFRS 15

IFRS 16

IFRIC 22

Amendments to IFRS 2

Amendments to IFRS 4

Amendments to IFRS 15

Amendments to IFRS 10

and IAS 28

Amendments to IAS 7

Amendments to IAS 12

Amendments to IAS 40

Amendments to IFRSs

Financial Instruments'

Revenue from Contracts with
Customers'
Leases®

Foreign Currency Transactions and
Advance Consideration’

Classification and Measurement of
Share-based Payment Transactions'

Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts'

Clarifications to IFRS 15 Revenue from
Contracts with Customers'

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture®

Disclosure Initiative*
Recognition of Deferred Tax Assets for
Unrealised Losses*

Transfers of Investment Property’

Annual Improvements to IFRS Standards
2014-2016 Cycle®
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For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

2. APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (Continued)

Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019

Effective for annual periods beginning on or after a date to be
determined
Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 January 2017 or 1
January 2018, as appropriate

Except as described below, the directors of the Company do not
anticipate that the application of the above mentioned new and
amendments to IFRSs issued but not yet effective will have a
material effect on the Group’s consolidated financial statements.
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For the year ended 31 December 2016 #Z20165F12 A31H IEEE

2,

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs™) (continued)

New and revised IFRSs in issue but not yet
effective (Continued)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued which establishes a single comprehensive
model for entities to use in accounting for revenue arising from
contracts with customers. IFRS 15 will supersede the current
revenue recognition guidance including IAS 18 Revenue, IAS 11
Construction Contracts and the related Interpretations when it
becomes effective.

The core principle of IFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or
services. Specifically, the Standard introduces a 5-step approach
to revenue recognition:

Step 1:  Identify the contract(s) with a customer

Step 2:  Identify the performance obligations in the contract

Step 3:  Determine the transaction price

Step 4: Allocate the transaction price to the performance
obligations in the contract

Step 5:  Recognise revenue when (or as) the entity satisfies a

performance obligation

Under IFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the goods
or services underlying the particular performance obligation is
transferred to the customer. Far more prescriptive guidance has
been added in IFRS 15 to deal with specific scenarios. Furthermore,
extensive disclosures are required by IFRS 15.

The directors of the Company anticipate that the application of
IFRS 15 in the future may have an impact on the amounts reported
and disclosures made in the Group’s consolidated financial
statements. The Group is in the process of allocating the
transaction price to the performance obligations in the contracts.
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For the year ended 31 December 2016 # E20165F12 83180 IFEE

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs™) (continued)

New and revised IFRSs in issue but not yet
effective (Continued)

IFRS 16 Leases

IFRS 16 introduces a comprehensive model for the identification of
lease arrangements and accounting treatments for both lessors
and lessees. IFRS 16 will supersede IAS 17 Leases and the related

2,
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interpretations when it becomes effective. BRBA 75 ¥R 45 2 Bl 51658 £ 3 H—; H
HRRBEEgHEFI7THREE R

IFRS 16 distinguishes lease and service contracts on the basis of
whether an identified asset is controlled by a customer. Distinctions
of operating leases and finance leases are removed for lessee
accounting, and is replaced by a model where a right-of-use asset
and a corresponding liability have to be recognised for all leases by
lessees, except for short-term leases and leases of low value
assets.

The right-of-use asset is initially measured at cost and subsequently
measured at cost (subject to certain exceptions) less accumulated
depreciation and impairment losses, adjusted for any
remeasurement of the lease liability. The lease liability is initially
measured at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is adjusted for
interest and lease payments, as well as the impact of lease
modifications, amongst others. For the classification of cash flows,
the Group currently presents upfront prepaid lease payments as
investing cash flows in relation to leasehold lands for owned use
and those classified as investment properties while other operating
lease payments are presented as operating cash flows. Under the
IFRS 16, lease payments in relation to lease liability will be allocated
into a principal and an interest portion which will be presented as
financing and operating cash flows respectively.
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2,

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs™) (continued)

New and revised IFRSs in issue but not yet
effective (Continued)

IFRS 16 Leases (Continued)

Under IAS 17, the Group has already recognised an asset and a
related finance lease liability for finance lease arrangement and
prepaid lease payments for leasehold lands where the Group is a
lessee. The application of IFRS 16 may result in potential changes
in classification of these assets depending on whether the Group
presents right-of-use assets separately or within the same line item
at which the corresponding underlying assets would be presented
if they were owned.

In contrast to lessee accounting, IFRS 16 substantially carries
forward the lessor accounting requirements in IAS 17, and
continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

Furthermore, extensive disclosures are required by IFRS 16.

As at 31 December 2016, the Group has non-cancellable operating
lease commitments in respect of premises leased for hospitals and
offices amounted to RMB451 million as disclosed in note 33. A
preliminary assessment indicates that these arrangements will meet
the definition of a lease under IFRS 16, and hence the Group will
recognise a right-of-use asset and a corresponding liability in
respect of part of these leases unless they qualify for low value or
short-term leases upon the application of IFRS 16. In addition, the
application of new requirements may result changes in
measurement, presentation and disclosure as indicated above.
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SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The consolidated financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

Basis of preparation

The consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments which
are measured at fair value as explained in the accounting policies
set our below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of IFRS 2 Share-based Payment, leasing transactions that
are within the scope of IAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value, such as
net realisable value in IAS 2 Inventories or value in use in IAS 36
Impairment of Assets.

A fair value measurement of a non-financial asset takes into
account a market participants ability to generate economic benefits
by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest
and best use.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Basis of preparation (continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,
either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policy are set out below.

Bassis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
and its subsidiaries. Control is achieved when the Company:

° has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an investee if facts

and circumstances indicate that there are changes to one or more
of the three elements of control listed above.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in
the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains controls until
the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.

All intragroup assets, liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are
eliminated in full on consolidation.

Changes in the Group’s ownership
interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do
not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group’s relevant components of equity including reserves and the
non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the
amount by which the non-controlling interests are adjusted after re-
attribution of the relevant equity component, and the fair value of
the consideration paid or received is recognised directly in equity
and attributed to owners of the Company.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Changes in the Group’s ownership
interests in existing subsidiaries (continued)

When the Group loses control of a subsidiary, a gain or loss is
recognised in profit or loss and is calculated as the difference
between (i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (i) the
carrying amount of the assets (including goodwill), and liabilities of
the subsidiary attributable to the owners of the Company. All
amounts previously recognised in other comprehensive income in
relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary (i.e.
reclassified that to profit or loss or transferred to another category
of equity as specified/permitted by applicable IFRSSs).

Business Combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally recognised
in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value,except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognized
and measured in accordance with IAS 12 Income Taxes and
IAS 19 Employee Benefits respectively;
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Business Combinations (continued)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net amount of the identifiable
assets acquired and the liabilities assumed as at acquisition date. If,
after reassessment, the net amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the
consideration transferred,
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

the amount of any non-controlling

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree’s
identifiable net assets. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as
established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of
the combination, which represent the lowest level at which the
goodwill is monitored for internal management purposes and not
larger than an operating segment.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Goodwill (continued)

A cash-generating unit (or groups of cash-generating units) to
which goodwill has been allocated is tested for impairment annually
or more frequently when there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a reporting
period, the cash-generating unit (or groups of cash-generating
units) to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable amount of
the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill and then to the other assets of the unit on a pro-rata
basis based on the carrying amount of each asset in the unit (or
groups of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal.

Investment in subsidiaries

Investment in subsidiary is stated as cost less any identified
impairment loss on the statement of financial position of the
Company. The result of subsidiary is accounted for on the basis of
dividend received and receivable.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Investment in associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting. The financial statements of associates used for
equity accounting purposes are prepared using uniform accounting
policies as those of the Group for like transactions and events in
similar circumstances. Under the equity method, an investment in
an associate is initially recognised in the consolidated statement of
financial position at cost and adjusted thereafter to recognise the
Group’s share of the profit or loss and other comprehensive income
of the associate. \WWhen the Group’s share of losses of an associate
exceeds the Group’s interest in that associate (which includes any
long-term interests that, in substance, form part of the Group’s net
investment in the associate), the Group discontinues recognising its
share of further losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive obligations
or made payments on behalf of the associate.

An investment in an associate is accounted for using the equity
method from the date on which the investee becomes an associate.
On acquisition of the investment in an associate, any excess of the
cost of the investment over the Group’s share of the net fair value
of the identifiable assets and liabilities of the investee is recognised
as goodwill, which is included within the carrying amount of the
investment. Any excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the cost of the investment,
after reassessment, is recognised immediately in profit or loss in the
period in which the investment is acquired.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Investment in associates (continued)

The requirements of IAS 39 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the
Group’s investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for
impairment in accordance with IAS 36 Impairment of Assets as a
single asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment loss is recognised
in accordance with IAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts received or receivable for
goods sold and services provided in the normal course of business,
net of discounts and sales related taxes.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will
flow to the Group and when specific criteria have been met for each
of the Group’s activities, as described below.

Hospital service income is recognised when the related services are
rendered and when it is probable that the economic benefits from
the service rendered will flow to the Group and such benefit could
be reliably measured. Advanced receipts in respect of certain
package for which the relevant services have yet to be rendered are
deferred.

Provision of hospital services in package is accounted for as
multiple element revenue transactions and the fair value of the
consideration received or receivable is allocated to each kind of
services under the package. Such consideration is not recognised
as revenue at the time of the initial sale transaction but is deferred
and recognised as revenue when the Group’s obligations have
been fulfilled.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition (continued)

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

° the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

° the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with the
transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessee
Operating lease payments are recognised as an expense on a
straight-line basis over the lease term.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Leasehold land and building

When a lease includes both land and building elements, the Group
assesses the classification of each element as a finance or an
operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of
each element have been transferred to the Group, unless it is clear
that both elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically, the minimum
lease payments (including any lump-sum upfront payments) are
allocated between the land and the building elements in proportion
to the relative fair values of the leasehold interests in the land
element and building element of the lease at the inception of the
lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid rental”
statement of financial position and is amortised over the lease term
on a straight-line basis. When the lease payments cannot be
allocated reliably between the land and building elements, the entire
lease is generally classified as a finance lease and accounted for as
property, plant and equipment.

in the consolidated

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recognised at the rates of exchanges
prevailing on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-monetary
items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Foreign currencies (Continued)

3.
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operations are translated into the presentation currency of the
Group (i.e. RMB) at the rate of exchange prevailing at the end of the
reporting period, and their income and expenses are translated at
the average exchange rates for the year. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve
(attributed to non-controlling interests as appropriate).

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Retirement benefit costs

The employees of the Group are members of state-managed
retirement benefit schemes, the obligations of the Group under
which are equivalent to those arising in a defined contribution
retirement benefit plan. Payments to state-managed retirement
benefit schemes are recognised as an expense when employees
have rendered service entitling them to the contribution.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when
employees rendered the services. All short-term employee benefits
are recognised as an expense unless another IFRS requires or
permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as
wages and salaries, annual leave and sick leave) after deducting
any amount already paid.

Share-based payment arrangements

Equity-settled share-based payment
fransaction

Share options granted fo employees

Equity-settled share-based payments to employees are measured
at the fair value of the equity instruments at the grant date.

The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the
vesting period, based on the Group’s estimate of equity instruments
that will eventually vest, with a corresponding increase in equity (share
option reserve). At the end of each reporting period, the Group
revises its estimate of the number of equity instruments expected
to vest. The impact of the revision of the original estimate, if any, is
recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to
the share option reserve.

When share options are exercised, the amount previously
recognised in share option reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be transferred to
retained earnings.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from ’profit before tax’ as reported in the
consolidated statement of profit or loss and other comprehensive
income because of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such deferred tax assets and liabilities are not
recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable profit nor
the accounting profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments
are only recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in the
foreseeable future.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation (continued)

Deferred tax (Continued)

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset is realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except
when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.

Property, plant and equipment

Property, plant and equipment other than construction in progress
as described below are stated at cost or revalued amount less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

Construction in progress is carried at cost, less any recognised
impairment loss. Construction in progress is classified to the
appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these
assets, on the same basis as other property, plant and equipment,
commences when the assets are ready for their intended use.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Property, plant and equipment (continued)

Depreciation is recognised so as to write off the cost or valuation of
items of property, plant and equipment other than construction in
progress less their residual values over their estimated useful lives,
using the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of the
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property, plant and equipment
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in profit or loss.

Intangible assets

Infangible assets acquired separately

Intangible assets with finite useful lives representing trademark and
software that are acquired separately are carried at costs less
accumulated amortization and any accumulated impairment losses.
Amortization is recognised on a straight-line basis over their
estimated useful lives.

The estimated useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

Infangible assets acquired in a business
combination

The intangible assets acquired in a business combination is a
medical license and recognised separately from goodwill is initially
recognised at its fair value at the acquisition date (which is regarded
as their cost).

Subsequent to initial recognition, the intangible asset acquired in a
business combination with finite useful lives is reported at cost less
accumulated amortization and any accumulated impairment losses,
on the same basis as intangible assets that are acquired separately.

Derecognition of infangible assets

An intangible asset is derecognised on disposal, or when no future
economic benefits are expected from use or disposal. Gains or
losses arising from derecognition of an intangible asset, measured
as the difference between the net disposal proceeds and the
carrying amount of the assets, are recognised in profit or loss when
the asset is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Impairment of tangible and intangible
assets other than goodwill

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets with finite useful lives
to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine
the extent of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to
which the asset belongs. Where a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated
to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its recoverable
amount. In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill (if
applicable) and then to the other assets on a pro-rata basis based
on the carrying amount of each asset in the unit. The carrying
amount of an asset is not reduced below the highest of its fair value
less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment loss that
would otherwise have been allocated to the asset is allocated pro
rata to the other assets of the unit. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or a cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost of inventories are determined on a first-in first-out method. Net
realizable value represents the estimated selling price for inventories
less all estimated costs necessary to make the sale.

Provision

Provisions are recognised when the Group has a present obligation
(legal or constructive) as a result of a past event, it is probable that
the Group will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the
cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of
the time value of money is material).

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, a
receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable
can be measured reliably.

Financial instruments

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through profit
or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into the following
specified categories: financial assets at FVTPL, available-for-sale
financial assets (“AFS”) and loans and receivables. The classification
depends on the nature and purpose of the financial assets and is
determined at the time of initial recognition.

Effective inferest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including
all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the debt instrument, or,
where appropriate, a shorter period to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments other than those financial assets classified as at FVTPL,
of which interest income is included in net gains or losses.

Financial assets at FVTPL
Financial assets are classified as at FVTPL when the financial assets
is (i) held for trading, or (ii) it is designated as at FVTPL.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling in
the near term; or

o on initial recognition it is a part of a portfolio of identified

financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

° it is a derivative that is not designated and effective as a
hedging instrument.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)

Financial assets (Continued)
A financial asset other than a financial asset held for trading may be
designated as at FVTPL upon initial recognition if:

° such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

° the financial asset forms part of a group of financial assets or
financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or
investment strategy, and information about the grouping is
provided internally on that basis; or

° it forms part of a contract containing one or more embedded
derivatives, and IAS 39 permits the entire combined contract
(asset or liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains
and losses arising on remeasurement recognised in profit or loss.
The net gain or loss recognised in profit or loss includes any
dividend or interest earned on the financial assets and is included in
the other gains and losses. Fair value is determined in the manner
described in note 39.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)

Financial assets (Continued)

AFS financial assets

AFS financial assets are non-derivatives that are either designated
as available-for-sale or are not classified as (a) loans and
receivables, (b) held-to-maturity investments or (c) financial assets
at FVTPL.

AFS financial assets held by the Group are measured at fair value at
the end of each reporting period. Changes in the carrying amount
of AFS monetary financial assets relating to interest income
calculated using the effective interest method, are recognised in
profit or loss. Other changes in the carrying amount of AFS financial
assets are recognised in other comprehensive income and
accumulated under the heading of investments revaluation reserve.
When the investment is disposed of or is determined to be
impaired, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss (see
the accounting policy in respect of impairment loss on financial
assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade receivables, other receivables, amounts due from related
parties, loan receivables, certificates of deposit, time deposits and
bank balances and cash) are measured at amortised cost using the
effective interest method, less any identified impairment losses.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been
affected.

3.

FEESSTHR@

St T Bum

ETREE @)

O EFTHME =

A E S A E T T A A 4t
S B () B R R RE R -
OB EHHBE K OERD AL
ABHZSMEEZHEITETR -

REFESHKR  AEEFH A
EERMEERATEFE HERE
BRA XA EMBKRA 2B REAH#
HEERESREECREEEZY
RERPHER - AIHEESREE
REEZHGEHRAEME2E RS
R YRFEREEM[FHEHEAT -
EAHRENLEXNBERCREE
B ERTREMGFEET REH R
SXEEERIBERR(FL2HT
XEReRMEEREZ SRR -

EFRERFIR
EXRERKBELSEEEXATEE
NIt EERETNSHRENIEITAE
ERMEE RVRERK  ERRE
WHB(BREZERFRER  EME
Works - AR D 5RIB - R R
EMFERARBITERRIRE) EH
B R A SO 12 88 9H PO ORE ] 2 3
BB E B 1RSI AR o

EMESENWE
REBREHREFHEREEBR
RFEAAERZEREE)AER
BEFR ERRBEEBERTIEREE
M RRBE S RERY T HERBZ
TREERELEN -—HAXZHEN
MEXIFER ZeMEEFRRD
HRE



MEBRZERBRAA
F 3} 2016

NOTESTO THE CONSOLIDATED FINANCIAL STATEI\/IENTS (CONTINUED)
fm © B 5 R R Bl 5 (78)

For the year ended 31 December 2016 #{£2016F 12 A31H ILFfE

3. SIGNIFICANT ACCOUNTING POLICIES 3. F2EHHRmW

(Continued)

Financial instruments (continued)

Financial assets (Continued)
Impairment of financial assets (Continued)
Obijective evidence of impairment could include:

o significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest
or principal payments; or

o it becoming probable that the borrower will enter bankruptcy
or financial Reorganisation.

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include
the Group’s past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average
credit period, as well as observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of estimated future cash
flows discounted at the financial asset’s original effective interest
rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade receivables and other receivables, where the carrying amount
is reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised in
profit or loss. When a trade receivable is considered uncollectible, it
is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or loss.

When an AFS financial asset is considered to be impaired,
cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss in the
period.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have been had the
impairment not been recognised.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another party.

On derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received
and receivable is recognised in profit or loss.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recognised at the
proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale,
cancellation of the Company’s own equity instruments.

issue or
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continued)

Financial assets (Continued)

Effective inferest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash payments (including
all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities

The Group’s financial liabilities (including trade payables, other
payables and amounts due to a related party) are subsequently
measured at amortised cost using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting period.
The resulting gain or loss is recognised in profit or loss immediately.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or have expire.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

3.

FEESSTHR@

St T Bum

ETREE @)

B B = 7
ERMEEATELME EH K
ARREBHB SRS
FoBBAZEELREBIMEHE
KRR R (OEBERMNERTH
LAWHWFEENKBERER %5
AR R EoA o (E ok 4T ) N E TR
PR HEAS B IR (B ) R AL
BENSHABETSEOFE -

M B R SIR BRI R EY

i
ﬁ
2

EREE

AEENERAB(BREZEMNK
TR E R S SRR K A BR B T K
H)HRERERF R IREHKA

EE

EE/ITH
MTETRNBRILITETARLD
ERZATFERR  HREBREHR
ZAFEEHAE HUELZES
BIAs 1B 25 A ERR o

RILEREMEE
AEBERBEERAKEENE EH
B HExERERIERERA
B-RIEERSBBEBEZREERD
NRENREZZENERER -



124

Harmonicare Medical Holdings Limited
Annual Report 2016

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
fm © B F5 ¥ R Bl 5 (78)

For the year ended 31 December 2016 & Z20165 12831 H [FFE

In the application of the Group’s accounting policies, which are
described in Note 3, the directors of the Company are required to
make judgments, estimates and assumptions about the carrying
amount of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in
the period in which the estimates is revised if the revision affects
only that period, or in the period of the revision and the future
periods if the revision affects both current and future periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of each
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.

Purchase price allocation in business
combination

The business combination was related to the Group’s acquisition of
95% equity interests in Heilongjiang HarMoniCare Hospital as
disclosed in Note 32.

The purchase method of accounting for business combinations
requires the Group to estimate the fair value of identifiable assets
acquired and liabilites assumed. A significant amount of the
intangible asset was recognised in the business combination in
2016 as disclosed in Notes 17 and 32.

Determination of the fair value of intangible asset and other items
requires the use of management’s judgements and assumptions on
estimating the discount rate and financial forecast for intangible
assets valuation.

Allocation of the purchase price affects the results of the Group as
the finite lived intangible asset is subsequently amortized.

4. KEY SOURCES OF ESTIMATION 4. G ANHBBRENEZR
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(Continued)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the recoverable amount of the cash-generating unit to which
goodwill has been allocated, which is the higher of the value in use
or fair value less costs of disposal. The fair value in use calculation
requires the Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate in
order to calculate the present value. Where the actual future cash
flows are less than expected, or change in facts and circumstances
which results in downward revision of future cash, a material
impairment loss/further impairment loss may arise. As at 31
December 2016, the carrying amount of goodwill is
RMB49,302,000 (no impairment loss was recognised). Details of
the recoverable amount calculation are disclosed in Note 16.

Estimated useful lives and impairment of
property, plant and equipment and
intangible assets

The Group’s management determines the estimated useful lives,
residual values and the depreciation/amortisation method in
determining the related depreciation/amortisation charges for its
property, plant and equipment and intangible assets. This estimate
is based on the management’s experience of the actual useful lives
of property, plant and equipment and intangible assets of similar
nature and functions. Management will increase the depreciation/
amortisation charge where the economic useful lives are estimated
to be shorter than original expected or will write-off or write-down
the carrying value of the items which are technically obsolete or
non-strategic assets that have been abandoned. Actual economic
useful lives may differ from estimated economic useful lives.
Periodic review could result in a change in depreciation/amortisation
period and therefore depreciation/amortisation charge in the future
periods.

4.
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4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(Continued)

Estimated useful lives and impairment of
property, plant and equipment and
infangible assets (Continued)

In addition, management assesses impairment whenever events or
changes in circumstances indicate that the carrying amount of an
item of property, plant and equipment and intangible assets may
not be recoverable. When the recoverable amounts of property,
plant and equipment and intangible assets differ from the original
estimates, adjustment will be made and recognised in the period in
which such event takes place. As at 31 December 2016, the
carrying amounts of property, plant and equipment and intangible
assets are approximately RMB253,262,000 (2015:
RMB229,370,000) and RMB95,793,000 (2015: RMB33,860,000)
respectively.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses and
deductible temporary differences to the extent that it is probable
that taxable temporary difference and taxable profit will be available
against which the losses can be utilised. Significant judgment is
required to determine the amount of deferred tax assets that can
be recognised, based upon the timing and level of future taxable
profits together with future tax planning strategies. As at 31
December 2016, the carrying amount of deferred tax assets are
approximately RMB33,080,000 (2015: RMB27,781,000). Further
details are contained in Note 19.

Impairment of trade receivables and other
receivables

In determining whether there is objective evidence of impairment
loss, the directors of the Company take into consideration of the
financial strength of the counter parties, the credit history of the
customers and the current market condition. The amount of the
impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash
flows discounted at the financial asset’s original effective interest
rate. The directors of the Company reassess the adequacy of
impairment on a regular basis. Where the actual cash flows are less
than expected, material impairment loss may arise. The carrying
amount of the trade and other receivables are disclosed in Notes
23 and 24.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty
(Continued)

Provision for medical dispute claims

The Group may be subject to legal proceedings and claims that
arise in the ordinary course of business, which primarily include
medical dispute claims brought by the former patients. Provision for
medical dispute claims is made based on the status of potential
and active claims outstanding at the end of each reporting period,
and the litigation history, the assessment and analysis of external
lawyer and the likely outcome. Where it is not probable that an
outflow of economic benefits will be required, or the amount cannot
be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is
remote. A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group.

Based on the assessment, the provisions for the certain medical
dispute claims existed at the end of each reporting period provided
by the Group were disclosed in Note 29. The situation is closely
monitored by the directors of the Company and provision will be
made as appropriate. Where the final actual claims are greater than
expected, a material dispute claims expense may arise, which
would be recognised in profit or loss for the period in which such a
claim takes place.

4.
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5. REVENUE 5. m
Revenue represents the amount received or receivable from U 25 F5 1R 4 R BB B AR 7S Mo fi e Lk
provision of specialised hospital services and supply of mEEESEERAND WS EWR R
pharmaceuticals and medical devices business, net of discount and TR R HERBE R IE &5
sales related taxes, are as follows: T

For the year ended
31 December
BZ12A31ALLEE

2016 2015
RMB’000 RMB’'000
ARBT T NS

Specialised hospital services:
Provision of healthcare services
Sales of pharmaceuticals and

medical devices

Supply of pharmaceuticals and
medical devices business

=RLEE B AR 75
R B ERB 745,876 773,904
HE M M BERM

87,952 100,329

L 25 O % B R AR b 1S

25,873 35,129

859,701 909,362
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SEGMENT INFORMATION

Mr. Lin Yuming, Mr. Zhao Xingli and Mr. Fang Zhifeng, the directors
of the Company, are identified as the chief operating decision
maker (the “CODM”) of the Group for the purposes of resources
allocation and performance assessment. The CODM reviews
operating results and financial information on a company by
company basis. This is also the basis upon which the Group is
organised. Accordingly, each company is identified as an operating
segment. When the group companies are operating in similar
business model with similar target group of customers, and under
the same regulatory environment, the Group’s operating segment
are aggregated and the Group’s reportable segments for segment
reporting purposes are as follows:

(i) Specialised hospital service

6.

nEBE R
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Revenue derived from specialised hospital services, especially WHRRKBEARAERBEBRIRGE L
in obstetrics and gynecology, provided at hospitals within the HEKREH I BiRiEEmNEER
Group. AR 7 o

(i) Supply of pharmaceuticals and
medical devices business

1t [ 55 oo I &8 R 5% b

(ii) f
x5

Revenue derived from sales of pharmaceuticals and medical W 25 7 R A 4 G K% BE B ER ﬁﬁg El’j
devices other than those supply as part of the specialised 85 &= ( T BEBRER B
hospital services. TEHEKEB D K FE) o
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6. SEGMENT INFORMATION (Continued) 6. NEER e
Segment information about the Group’s reportable segment is REFRFEDEHEBH D ILE R
presented below. 25T o

Supply of
Specialised pharmaceuticals
hospital and medical
services devices business Total
MEREmMR
EN B R® BEREREXL Ast
RMB’000 RMB’000 RMB’000
ARET ARBTRT AR®TxR

For the year ended BZE20165F12A31H
31 December 2016 IEFEE

External revenue SN ER 833,828 859,701
Inter-segment revenue A& - 42,326
Segment revenue 7 2B Uk = 833,828 902,027
Eliminations ] 3H (42,326)
Consolidated revenue LAWK 859,701
Segment results DEEE 110,331 117,706
Unallocated results KOBEE 6,180

Profit before tax T RbE 123,886
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6. SEGMENT INFORMATION (continued)

As at 31 December 2016
Segment assets

R20165F12H 31 H
DEEE

Goodwill BES

Unallocated assets ROREE

Elimination of inter-segment A1 B FE U R I 88
receivables

Consolidated assets HRAEEE

Segment liabilities

DESEE

amortization

Loss on disposal of property,
plant and equipment, net

Addition to non-current assets
(Note)

Unallocated addition to non-
current assets

Amounts regularly provided to
the CODM but not included in
the measure of segment
results:

Income tax expense

Unallocated liabilities ROBAE

Elimination of inter-segment A1 B FE - 5K IE ¥ 85
payables

Consolidated liabilities mEafE

Other segment information H b5 20 &k

Amounts included in the FFENEEERTA
measure of segment results: A& 58 :

Depreciation and amortisation 37 & K7 # £

Unallocated depreciation and 7k 73 Be 41 & K # £

HEME BB KRB
MR 1R AR
FEm BN E A 4R 0 (KT E)

RO ELIERE B ELE N

EHMEIELERRE
REEFESHES
T ARNEER

T {5 B 5 X

6. NEREM @

Supply of

Specialised pharmaceuticals
hospital and medical
services devices business
MEZER R
BRLZEER
RMB’000
ARBT

BB R
RMB’000

AR®T T

569,822
49,302

575,771

823

173,187

Total

At
RMB’000

AR®T T

615,884
49,302
1,434,022

(415,633)

1,683,575

607,529
108,298

(415,633)

300,194

40,251

3,421

918

177,465

2,345

1318
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6. SEGMENT INFORMATION (continued) 6. NEE W @)
Supply of
Specialised  pharmaceuticals
hospital and medical
services  devices business Total
HEER R
R bR BEERBES Bt
RMB’000 RMB’000 RMB’000

ARETTT ARBTTT AR®BTT

For the year ended B Z=2015612H831H
31 December 2015 IHFE

External revenue SN U 28 874,233 35,129 909,362
Inter-segment revenue AE & = 42,146 42,146
Segment revenue 7 B = 874,233 77,275 951,508
Eliminations ¥ 84 (42,146)
Consolidated revenue SZA U 909,362
Segment results D ESELE 153,150 7,893 161,043
Unallocated results RO A (19,076)

Profit before tax R B B0 FE 141,967
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6. NEREM @

Supply of
Specialised  pharmaceuticals
hospital and medical
services  devices business Total
HpEZEm &
=R} EE B AR 75 BEREER 4aEr
RMB’000 RMB’000 RMB’000
AR T T ARBTFT AR%®FT
As at 31 December 2015 A2015F12H31H
Segment assets DEEE 1,299,257 51,966 1,351,223
Unallocated assets ROBEEE 1,233,651
Elimination of inter-segment A B P UK R T 4 5H
receivables (956,813)
Consolidated assets HEBE 1,628,061
Segment liabilities HEHEE 1,134,954 36,719 1,171,673
Unallocated liabilities ROBLAE 2,236
Elimination of inter-segment A BB 1 3R IR 2 8H
payables (956,813)
Consolidated liabilities meaf 217,096
Other segment information H 5 26 & #4
Amounts included in the SESELETA
measure of segment results: R & %8 -
Depreciation and amortisation — #1 & K # 34 35,760 306 36,066
Unallocated depreciation and & 5 Bt 3T & K # 5%
amortization 2,766
Loss on disposal of property,  HEWZE - WE L&
plant and equipment, net R B 1R R 58 250 — 250
Addition to non-current assets  FE 7t Eh & 2= 18 hn (B &)
(Note) 55,628 8,012 63,640
Unallocated addition to non- ADBLIERENE E LN
current assets 33,200
Amounts regularly provided to  EHIA T ERERFEE
the CODM but not included in 2B E D SpEE
the measure of segment TEFAR S
results:
Income tax expense P8 fif = 29,538 2,028 31,566
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6. SEGMENT INFORMATION (continued) 6. D& @

M : ERDEEBREDE  BERREA

Note: Non-current assets consist of property, plant and equipment,

intangible assets and goodwill.

Segment revenue reported above represents revenue generated from
both external and inter-segment customers. During the years ended
31 December 2016 and 2015, the inter-segment transactions are
charged at cost plus margin basis for the sales of pharmaceutical and
medical devices.

The accounting policies of the operating segments are the same as
the Group’s accounting policies described in Note 3. Segment results
represent the profit before tax earned by each segment, without
allocation of interest income, foreign exchange gains, selling
expenses, administrative expenses and listing expense not directly
related to the respective segment, which represents the internally
generated financial information regularly reviewed by the CODM. This
is the measure reported to the CODM for the purposes of resource
allocation and assessment of segment performance.

For the purposes of monitoring segment performances and allocating
resources between segments, all assets, liabilities and expenses of
the Company and other holding companies are presented as
unallocated.

Income tax expenses have been allocated to segments as additional
information regularly provided to the CODM but not included in the
measure of segment result while the relevant deferred tax assets,
deferred tax liabilities and tax payables have been allocated into the
segment assets and liabilities.

No geographical information is presented as all of the Group’s
revenue is derived from activities in the PRC, and all of the Group’s
operations and major non-current assets are located in the PRC.

No revenue from individual external customer contributing over 10%
of total revenue of the Group.
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7. OTHER INCOME 7. Hihlx A

For the year ended
31 December
HZ12AMBLFE

2016 2015
RMB’000 RMB’000
AR¥T T ARET T
Interest income from bank deposits 48 1717 2 > F & g A 10,654
Government grants BT 48 B 531
Interest income from certificates of FREZFBWA
deposit 654
Others Hib 1,614 1,246
13,085
8. OTHER GAINS AND LOSSES 8. HithiimNEsta
For the year ended
31 December
BZE12B31BLEE
2016 2015
RMB’000 RMB’000
AR®B T ARET T
Foreign exchange gains FE 5 U2 22,195
Net gain arising on bank financial RITEPERZ WS FEE
products 1458
Impairment recognised on trade and & 5 K& E b fE W SRIBHE R 2 B (B
other receivables (215)
Loss on disposal of property, plant  HEWE - BE MR ENEIEEE
and equipment, net (250)
Others Hh —
22,483
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9. OTHER EXPENSES

9.

Hfth B3z

For the year ended
31 December
HZ12AMBLFE

Medical disputes expenditure
Penalty expenditure

Provision for medical disputes
Expenses in relation to the listing
Others

BEREAUMMX
&K X2
BEAMnERE
EWAEBRX
H Al

2016 2015
RMB’000 RMB'000
AR T N
1,067

192

379

24,727

308 258

26,623

10. PROFIT BEFORE TAX

10. BR it Al il iE

The Group’s profit for the year has been arrived at after charging:

AEBFEANBESHEFTIIEE:

For the year ended
31 December
BZ12BA31BHILEE

2016 2015
RMB’000 RMB’000
ARMET T ARET T
Cost of inventories recognised as expense ERERINEERAN m 144,453
Depreciation of property, plant and equipment ¥ 2% - ME LR EITE 35,172
Amortisation of intangible assets B EEEH 3,660
Total depreciation and amortisation MEREHEERE 38,832
Operating lease rentals in respect of rental HMEMERBRNLE
premises HERS 68,319 65,751
Directors’ emoluments (Note 12) EEHME12) 2,384 2,796
Other staff costs HibiE B A
Salaries and other allowance e R HAhERL 276,516 264,115
Expenses on the Share Option Scheme BRES B
(Notes 12 and 31) (Mt EE125%.31) (450) 3,615
Retirement benefit contribution R RAE AR 28,443 27,386
Total staff costs BEKA4E%E 306,893 297,912
Auditor’s remuneration 1% $5 6 B & 2,000
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11. INCOME TAX EXPENSE 11. PR S 5 2

For the year ended
31 December
HZ12AMBLFE

2016 2015
RMB’000 RMB’000
AR® T

ARETT

Enterprise income tax (“EIT”)

EEMEHR(EEMFHR]

Current tax in the PRC R 3 Bl HA A 18
Under provision in prior years BAFERETE
Deferred tax (Note 19) EIERIE (M 3E19)

31,457 27,225
457 =
(5,299) 4,341

Total income tax recognised in profit or loss 3825 FER Y Fr 15§ 42 %8 31,566

The Company is a tax exempted company incorporated in the
Cayman Islands.

No provision for Hong Kong Profits Tax has been made as the
Group did not have assessable profit subject to Hong Kong Profits
Tax during the reporting period (2015: Nil).

Under the Law of the PRC on Enterprise Income Tax (“EIT Law”)
and Implementation Regulation of the EIT Law, the statutory EIT
rate of all other PRC subsidiaries in the Group is 25% (2015: 25%)
except as stated below.

In accordance with the approval from the local taxation bureau of
Yubei District, Chongqing City (EE At &7 5 H)
Yubeidishui nafushuitong No.[2017]1171 (a1t 3th 5 4% AR 7% 3@
[2017]111715%) (2015: Yubeidishui longshanshuitong No.[2015]1128
(Edt iR BE 1L B 3@[2015]11285%)), Chongaing Dushi Liren Hospital
Co., Ltd. (“Chongaing Dushi Liren Hospital’) was entitled the
preferential income tax rate of 15% for the year ended 31
December 2016 (2015: 15%).

In accordance with the approval from the local taxation bureau of
Nan’an District, Chongqing City (EEMERRMFHIERE)
Nandishuinanshuitong No.[2016]2892 (3 i F £ % i [2016]28925%)
(2015: Nandishuinanshuitong No.[2016]5 (&g i 5 5 1 38[2016]55%)),
Chongaging Modern Woman Hospital Co., Ltd. (“Chongging Modern
Woman Hospital”) was entitled the preferential income tax rate of
15% for the year ended 31 December 2016 (2015: 15%).

ARRRRAEHSEMALNE
HERB AT e

70 AN 5% B A S H R O A R A A
FENEH A RRBAE - B EET
REBNSV A (2015F : &) -

BEABECEMEHE(EEMS
FOED REBREH - BT XRriE
SN RNEE A H M BB A R A
A ERTEH R B25% (20154 :
25%) °

BEEEMALEMAHRERE D
9 #E 3280 A #b B 4% Al A% 38 (201711171
5% (20154F = &) 4t #b B 82 1L T B
[2015]11285% ) - EE &P T B A & Pt
ERAR(EESBMEAER] R
HE2016F12A31BLFEEEE
T15%H) 18 B AT 15 B E (20154 ¢
15%) ©

BEEETEERHLAHEBEL
/) #t 3 Hb £ Fg R 3 [2016]2892 5%
(20154 : Fg 1% ma £ 3@ [2016]5 5% ) -
BEERRZTERERQAR(EE
WRZFER] REZE2016F12 A
AL FEBREEZEXIGHHERF
B R (20154 : 15%) °
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11. INCOME TAX EXPENSE (continued) 11. FhiE <@

In accordance with the approval from the local taxation bureau of
Wanzhou District, Chongging City (EEmEMEH TR,
Wanzhoudishuishuitong No. [2016] 482 (&M 35 54 38[2016]4825%)
(2015: Wanzhoudishuigaoshuitong No. [2015] 105 (B =%
38[2015]1055%)), Chongaging Wanzhou HarMoniCare Obstetrics and
Gynecology Hospital Co., Ltd. (“Chongqging Wanzhou HarMoniCare
Hospital”) was entitled the preferential income tax rate of 15% for
the year ended 31 December 2016 (2015: 15%).

In accordance with the approval from the local taxation bureau of
Fuling District, Chongqging City (BEE T EMEE M HER)
Fudishuichengshuitong No. [2016] 144 (&35 5 38@[2016]1445%)
(2015: Fudishuichengshuitong No. [2015] 90 (%0554 5 5 38[2015]90
%)), Chongaing Fuling HarMoniCare Obstetrics and Gynecology
Hospital Co., Ltd. (“Chongqing Fuling HarMoniCare Hospital”) was
entitled the preferential income tax rate of 15% for the year ended
31 December 2016 (2015: 15%).

In accordance with the approval from the local taxation bureau of
Nanming District, Guizhou City (&N R 5 E),
Shuitong No. [005] 01 (F%38 [005] 015%) (2015: Shuitong No. 030 (F7
#M0305%)), Guiyang HarMoniCare Hospital was entitled the
preferential income tax rate of 15% for the year ended 31
December 2016 (2015: 15%).

In accordance with the approval from the local taxation bureau of
Yunyan District, Guizhou City (EMHEERE M T HE D)
Yundishuishuitong No. [2017] 5499 (54 % 18[2017]54995%) (2015:
Yundishuitong No. [2015-0012] (2 57 :8[2015-0012]5%)), Guiyang
Modern Woman Hospital Co., Ltd. (“Guiyang Modern Woman
Hospital”) was entitled the preferential income tax rate of 15% for
the year ended 31 December 2016 (2015: 15%).

BEEEMEMNEMLFHEBEBED
B Bt XX & M i B B B [2016]482 5%
(20154F = & I b B = B 38 [2015]105
R) O BEEBMANEXFEZRAR
PERIEEBMNMEER ) RXE
Z2016F12A3IH Lt FEFE B E=E
Z15% M) B = 1 18 B K (20154 :
15%) ©

BREEEMZRERMLAHBE BB
i EY Bt 3CF B K AR 38 [2016]144
5% (2015 4F = 7% b B 9 %X 38 [2015]90
) EETENEREERAR
ARAI([EEZEMEER ] RE
E2016F12A3IB L FEEHE=E
X15% M) 1B = FT 15 B & (20154 ¢
15%) ©

BEEMNTEBARLSHESEBED
/) it X F5 38 [005]01 5% (2015 4F = i@
0305%) ' &5 F1E & BT R 8 £2016
F1I2AMBLEFEAEEZX15%H
BEFTEH K (2015%F : 15%) °

BEEMNTESEM S RBE B %
A #E St BB 3B [2017]5499 5%
(20154F : 2= i 7 18 [2015-0012] 5% ) -
ERBRRZTEREBERAR(ERE
BRZFER]) REEZE20165F12A4
SIAILFEBREEZXISHHERF
BB (20164 : 15%) °
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11. INCOME TAX EXPENSE (continued)

The tax charge for the year can be reconciled to the profit before
tax per the consolidated statement of profit or loss and other
comprehensive income as follows:

11. BR 1S 5 B8 3% @)

FRAMNHBHESGABRZREMEZE
WEEROBRATFEEEDT

For the year ended
31 December
BZ12B31BHILEE

2016 2015
RMB’000 RMB’000
AR¥T ARBT T
Profit before tax B A% A1 7 141,967
Tax at applicable EIT rate at 25% 1R 25% ) 18 FA 1b S AT IS B &
-|- S ) TR 30,972 35,492
Tax effect of income not taxable for tax AR ANTEZE
purpose (7,136) —
Tax effect of expenses not deductible for tax /I~ 7] 30 51 53 sz 1) 73 15 57 2
puUrposes 3,773 2,640
Tax effect of tax losses not recognised AERRBEEEARBETE 2,503 2,732
Tax effect of deductible temporary differences 7 # 32 7] $1 UZ RS EEE
not recognised k5% S 427 —
Utilisation of deductible temporary differences &h /8 5t B 7~ EE a
previously not recognised AR E R ERE (136) (480)
Tax effect on the preferential income tax rate BB TSR RN T K2 (2,998) (6,444)
Utilisation of tax loss previously not recognised ) A 5t A & # 72 F1 I8 &5 18 (1,686) (2,952)
Decrease in opening deferred tax assets AR EAE TREE
resulting from a decrease in applicable tax rate B ¥/ 3 A& ¢ 18 & B H 578
Under provision in respect of prior years BEFERETR =
Others (Note i) H b, (Bt =) -
Income tax expense FriS 8 31,566

Note:

(i) Under the EIT Law, withholding tax is also imposed on dividends
declared and paid to non-PRC resident in respect of profits earned
by PRC subsidiaries from 1 January 2008 onwards. Deferred tax has
not been provided for in the financial statement in respect of
temporary differences attributable to accumulated profits of the PRC
subsidiaries amounting to RMB156,124,000 as at 31 December
2016 (2015: RMB91,101,000), as the Group is able to control the
timing of the reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the foreseeable
future.

(i) Included in others is an amount of RMB439,000 deferred tax
recognised previously in relation to those tax losses that were expired
in current year.

(i) BIEDEMBHE - B20084F1 A1
EI;*LEEPMTE ﬂ?ﬁﬁﬁﬂaﬁﬂﬁmsk
B - HaEGZK%@‘I&%IJ%ﬁH%%
BOBLOEMBEREEZERTEE
RS K] B BBl - A 4 R B 7 R
xR B L2016 12 A31 B 1 B K B
ARIRFFERENEREEAR
#156,124,0007C (20154 : A R %
91,101,0007T) FHRIEEFL IR o

i) HteERRAAFEZEZEIHHEA
EREMBEIANEEHREARE
439,0007T °

1390
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12. EMOLUMENTS OF DIRECTORS AND 1288 RETHRASH
CHIEF EXECUTIVE B
Executive directors, chief executive and MOEss EaTBAS
non-executive directors RIFENTES
The emoluments paid or payable to directors and chief executive ENENTFESEEREITHAE
were as follows: o= N

For the year ended 31 December 2016
BZ2016F12A31 ALFE

Retirement
Salaries benefit Share-
and scheme based
allowances contribution payment Total
EREF
FERIER FFEMR RO @t
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT AR¥TRT AR%®TRT AR®TR

Executive directors (Note i): #1775 = (i 3Ei) :
Mr. Lin Yuming (Note iii)  #k & AR %5 4 (Bt 5Eiii)

Mr. Zhao Xingli i E ) %A

Mr. Fang Zhifeng oot v
Non-executive directors:  FEH{TE =F -

Mr. Lin Yuguo E Bk E

Mr. Wang Lin (Note v) TR A (K sEv)
Mr. Qiu Jianwei (Notev) — EB & 1& 4t & (M sxv)

Mr. Xu Jun (Note v) HE A (HREY)
Independent non- BIIEHITES

executive directors EE

(Note ii):

Mr. Kong Aiguo LEELEE

Ms. Fang Lan HERZt

Mr. Cai Jiangnan BETRMLAE

Total BEt
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12. EMOLUMENTS OF DIRECTORS AND
CHIEF EXECUTIVE (continued)

12. %%E%%ﬁﬁ/\%%ﬁ
M )

For the year ended 31 December 2015
HE2015F12A31 B IEFE

Retirement
benefit
Salaries and scheme Share-based
allowances contribution payment Total
RKAE T
e KOER AT & Ht3K A& 1 & #Et
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARETT AR®TIT ARETT
Executive directors (Note i): #1772 % (M 5i) -
Mr. Lin Yuming (Note iii)  #& & BF %5 4 (Bt i) 504 8 = 512
Mr. Zhao Xingli HE LA 375 12 472 859
Mr. Fang Zhifeng Valhios - vkt 322 6 596 924
Non-executive directors: FEH{TE S
Mr. Lin Yuguo MEB ST AE = = = =
Mr. Wang Lin EHREE — — — —
Mr. Cheng Ruozhi B & 2 5t (i sEiv)
(Note iv) — — — —
Independent non- BYEMITES
executive directors (B =)
(Note ii):
Mr. Kong Aiguo HEEEAE 167 — — 167
Ms. Fang Lan R T 167 - — 167
Mr. Cai Jiangnan BT LA 167 — — 167
Total et 1,702 26 1,068 2,796
Notes: Ff 5 -

(i)

(V)

The executive directors’ emoluments shown above were mainly for
their services in connection with the management of the affairs of the
Company and the Group.

The independent non-executive directors’ emoluments shown above
were mainly for their services as directors of the Company.

Mr. Lin Yuming was appointed as the chief executive of the Company
on 26 August 2014 and his emoluments disclosed above include
those for services rendered by him as the chief executive.

Mr. Cheng Ruozhi was appointed as non-executive director after Mr.
Xu Xiaolin resigned in 2014. Mr. Cheng Ruozhi resigned on 28
December 2015.

Mr. Qiu Jianwei and Mr. Xu Jun were appointed as non-executive
directors after Mr. Wang Lin resigned on 21 December 2016.

(i)

(v)

ERFARATEENMEETELN
ERANARAKEEEEEZERR
B AR 75 B0 SR B o

ERAARBLFBITEEOME =
BERREEERRRERMEMRD
R ZBE -

M EBR L AER2014F8 260 EZ
EAEARRZITHAE  EXFT#
BHzHNEBRERIERTHRER
FriRtiRB 2B & -

R 2 e AR BR SR A R 2014 6F
HTREZARIIEDTES KA
2B R20155 12 A28 H BT »

BRREEERGELEETRELE
R2016F12A21H BT B EZ T
BIENTES -
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12 EMOLUMENTS OF DIRECTORS AND
CHIEF EXECUTIVE (continued)

Employees’ emoluments

Of the five individuals with the highest emoluments in the Group,
one of them (2015: two) is director of the Company for the year
ended 31 December 2016 whose emoluments are included in the
disclosures above. The emoluments of the four (2015: three)
individuals were as follows:

1288 kKRSTHA

il

fr

\

B ()

fi2 & % B

#H E2016F 128318 Ik F E - &
SEAfNERFALTS Ed—F
(2015 MAB) RARRIESE &
FTHFBER EXEZE - WE AL
(2015 : ZR) Z2HEMBMT :

For the year ended
31 December
BZ12A31ALEE

2016 2015
RMB’000 RMB’'000
AR T N

Salaries and allowance e ROER

Performance related bonuses FIRE IEAT

Expense on Share Option Scheme M EIFAX

Contributions to retirement benefits 3R /K 18 FIl 51 &1 £ 2k
schemes

1,573

92 =

1,673

The number of these highest paid employees whose remuneration
fell within the following band is as follows:

FHNTUTHENRSFEE A
HTF :

For the year ended
31 December
BZE12ANALEE

2016 2015
RMB’000 RMB’'000
AR® T N

Nil to HKD 1,000,000 Z £ 1,000,0007% 7T

___ I

During the years ended 31 December 2016 and 2015, no directors
waived or agreed to waive any emoluments, and no emoluments
were paid by the Group to the directors or the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office.

H E20164 K20155 12 A31H IF £
E - HMEEENEXRERNEEMNE
B AREEWERNESI AL RS H
ATZNAEMBMESERNARNEE
NN A B B SN SR B A o
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13.

14.

DIVIDENDS 13. iR 8
For the year ended
31 December
BZEZ12A31BALLEE
2016 2015
RMB’000 RMB’000
AR% T ARBTT
Dividends recognised as distributions 4 A ¥ 32 /& 7 Ik B A% 2,
during the year
2015 Final — RMB 5.5 cents 015 KRR E—BFRARKE S5
(2014: nil) per share (20144 : 4) —
Subsequent to the end of the reporting period, a final dividend of RIERERE  XRARESCEH
RMBO0.05 per share amounting to RMB37.92 million in respect of BE E2016F 12 A31 B It F K %
the year ended 31 December 2016 has been proposed by the KB EFRARE00GTLAELHA
directors of the Company and is subject to approval by the RU37928 L HEBFRERIERE
shareholders in the forthcoming annual general meeting. RERF RS LHL#E -
= an
EARNINGS PER SHARE 14. SR Bl

The calculation of the basic and diluted earnings per share
attributable to the owners of the Company for the year is based on
the following data:

FRARAEEARGEERERR
BERN TR TIIBIESE

For the year ended
31 December
HZ12AMBLFE

2016 2015
RMB’000 RMB’000

Earnings 7|

diluted earnings per share,
representing profit for the year JEfh 2 FAFHE)
attributable to equity holders of the

Company

Earnings for the purpose of basic and B #E&5+ & & B% 2 K & # 5 & 7
2B (EARRBERZEFE A

106,173

ARET T ARETT

1430
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For the year ended 31 December 2016 #2016 12831 H IEFE
14. EARNINGS PER SHARE (continued)

Number of shares

14. 8RR BN @)

g 4=

For the year ended
31 December

BZE12A31HLEFE

Weighted average number of ordinary Fi {E & 5 & A% £ 7K K #6585 & F
shares for the purpose of basic and =z 4 15 & 5@ i 20 B
diluted earnings per share

2016 2015
RMB’000 RMB’000
ARBET T NS
763,844 670,274

The weighted average number of ordinary shares for the purpose of
basic and diluted earnings per share has been adjusted for shares
repurchased and cancelled in the year ended 31 December 2016.

The computation of diluted earnings per share in 2016 and 2015
does not assume the exercise of the Company’s share options
granted under share option scheme (Note 31), because the
exercise prices of those options were higher than the average
market price for shares for 2016 and 2015. The computation of
diluted earnings per share in 2015 also did not assume the exercise
the Company's over-allotment option granted in relation to listing.

RAETESRERNREERF 2 M
BEFHEBEREE EREE20164F
12AMALEFEEERFHENK N
{EL FAEE -

R2016F R20156F SR EERF 2
AETEBRBREBERETIRD
ZARDNE R EETE (ST &’
EAZEEREZITEESREKRS
20164F K& 20154 2 ¥ #5  {& - 2015
FERBEERBAN 2 AETERE

B EMRE 2 AR A BEEERREE
11E -
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15. PROPERTY, PLANT AND EQUIPMENT 15.M3% - B MNK
Leasehold
land and Leasehold Medical Motor Furniture  Construction
buildings improvement equipments vehicles and fixtures  in progress Total
HE HE RER i3
T REF NEEE  BRRIE RE %E IR st

RMB'000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETE ARETT ARSTE ARETT AR%TE ARETR ARETR

COST BA
At 1 January 2015 201541818 18,956 160,414 142,751 11,798 47,486 = 381,405
Additions NE 6,215 5,203 9,292 138 2,751 38,075 61,674
Disposals & - - (570) (193) (649) = (1,412)
At 31 December 2015 2015412 318 25,171 165,617 151,473 11,743 49,588 38,075 441,667
Additions NE 1,648 14,710 - 3,602 28,160 48,120
Transfer 8% 12,063 50,989 - - = (63,052) =
Acquired on acquisition i 5 Ot B /8 ) B i A

of a subsidiary (Note 32) (Fi3E32) - 8,134 7,466 291 363 = 16,254
Disposals HeE - = (2,836) (868) 2,017) = (5,721)
At 31 December 2016 2016412 A31 8 37,234 226,388 170,813 11,166 51,536 3,183 500,320

ACCUMULATED DEPRECIATION 2337 &

At 1 January 2015 201541818 7,091 65,539 61,644 8,932 35,065 = 178,271
Charge for the year FRZH 832 15,907 13,230 850 4,353 = 35,172
Eliminated on disposals & B 8 - - (402) (185) (559) - (1,146)
At 31 December 2015 2015412 A31H 7,923 81,446 74,472 9,597 38,859 = 212,297
Charge for the year FAYH 1,390 20,010 13,788 746 3,537 = 39,471
Eliminated on disposals &R 8 = = (2,164) (816) (1,730) = 4,710)
At 31 December 2016 201612 A31H 9,313 101,456 86,096 9,527 40,666 = 247,068
CARRYING AMOUNTS EHE

At 31 December 2015 20154512318 17,248 84,171 77,001 2,146 10,729 38,075 229,370

At 31 December 2016 201612 A31H 27,921 124,932 84,717 1,639 10,870 3,183 263,262
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15. PROPERTY, PLANT AND EQUIPMENT 15. 1% - ME KR Ew@

(Continued)

The above items of property, plant and equipment, other than
construction in progress are depreciated over their useful lives, after
taking into account the estimated residual value, on a straight-line
basis as follows:

Leasehold land and buildings
Leasehold improvement

10-30 years

Over the shorter of the lease
term and estimated useful lives
up to 10 years

Medical equipments 10 years
Motor vehicles 4-6 years
Furniture and fixtures 3-6 years

As at 31 December 2016, the carrying amounts of property, plants
and equipment without the property certificate were approximately
RMB11,762,000 (2015: RMB7,920,000).

As at 31 December 2016, the costs of property, plants and
equipment, which have been fully depreciated but still in use were
approximately RMB1,292,000 (2015: RMB1,867,000).

LilimE BMERREEB (ERET
RBRIMN G R RGEERERF
HRERELENENT

HELHREF 10E304F
THEWMHEEE RHAMEERE

10F K& 5T A A

FHRHREE
BEXE 104
E 4G4
REREE 3E6HF

R20164F12A31H  EYEEEN
ME- -BMELIBZEBAEOARA
R #11,762,0007T (20156 : A R ¥
7,920,0007T) °

R2016F12A31H  EBEFTER
TMEFRZME  BE RZEOKAR
45 AN R #1,292,0007T (20154F : A
R #1,867,0007T) °
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16. GOODWILL 16. BE
2016
RMB’000
ARBT T
cosT S

(Note 32)

Arising on acquisition of a subsidiary 7 U & Kt B A 7] 8 2 A (Ff5r32)

At 31 December 2016 201612 A31H

CARRYING AMOUNT BRE B
At 31 December 2016 2016412 A 31 H

For the purposes of impairment testing, the goodwill has been
allocated to one individual cash generating unit (“CGU”),
Heilongjiang HarMoniCare Hospital.

The recoverable amount of the above CGU has been determined
based on a fair value less costs of disposal calculation. That
calculation uses cash flow projections based on financial budgets
approved by the management covering a 6-year period. Cash flows
beyond the 6-year period are extrapolated using an estimated
weighted average growth rate of 3%. The cash flows are
discounted using a discount rate of 13.00%. This growth rate is
based on the relevant industry growth forecasts and does not
exceed the average long-term rate for the relevant industry. Other
key assumptions for the fair value calculation relate to the
estimation of cash inflows/outflows which included in the budgeted
sales and gross margin.

REARMS BEEOEE —
BEENACELEM(REELE
f2]) - BEEIT KM E SR

R EeEEEM A RE ST
BAFERLEXRAFEETE - %
TEEAFRAKEEBM A KB
HEAEEEZRENFHENRE R
BA - BEANFHEZESRERRD
FFONAE T R RI%ETHA - B
& MFEA13.00% 2 B IR R H - %
BEERDERBBITEERERN B
WEBHAEBITEZ FHRBER
RodBRAFEFRAZEMEZRE
DARBEEEEHERENEXA
ZBRERA LA
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17. INTANGIBLE ASSET 17. B &=
Medical
Software Trademark license Total
B4 mE BERIR st

RMB'0O00 ~ RMB'000  RMB'000  RMB'000
ARBETT ARBTET ARBTT ARBTRT

COST BN
As at 1 January 2015 201541 A 1H 7,034 = = 7,034
Addition nNE 10 33,200 — 33,210
As at 31 December 2015 2015412 31 H 7,044 33,200 = 40,244
Addition NE 4,234 — — 4,234
Acquired on acquisition Y BE [} /B A &) B BE A

of a subsidiary (Note 32)  (Fff3£32) — — 61,900 61,900
As at 31 December 2016 2016412 A 31 H 11,278 33,200 61,900 106,378

Accumulated amortisation 2 =t 4

As at 1 January 2015 20151 A1H 2,724 = = 2,724
Charge for the year FAXH 894 2,766 - 3,660
As at 31 December 2015 2015412 31 H 3,618 2,766 — 6,384
Charge for the year FRNZH 881 3,320 — 4,201
As at 31 December 2016 2016412 A 31 H 4,499 6,086 — 10,585

CARRYING AMOUNTS  BETHEIE

At 31 December 2015 2015412 A31H 3,426 30,434 - 33,860

At 31 December 2016 201612 A31H 6,779 27,114 61,900 95,793
The following useful lives are used in the calculation of amortisation: FFEHEMACAEHNT
Software 5-10 years s 5-104F
Trademark 10 years iz 104

Medical license 10 years B 104
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18. INTERESTS IN ASSOCIATES 18. RS iR

2016 2015
RMB’000 RMB’000
AR® T ARETTT

Cost of investments in associates BB QA Z A =
Share of post-acquisition losses SMEWEEBEREMERKS

and other comprehensive income

.

All the associates are accounted for using the equity method in the FrEMEZ AR EBERNEZRES
consolidated financial statements. BEAR -

19. DEFERRED TAXATION 19. IR 3E iR 18
The following is the analysis of the deferred tax assets and liabilities M EERENERECERIEEE R
for financial reporting purposes: BEMEZDTWET

2016 2015
RMB’000 RMB’'000
ARBT T NS

Deferred tax assets FERIEEE 27,781

Deferred tax liabilities EEFRIE B fE m——
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19. DEFERRED TAXATION (continued)

The movement of the Group’s deferred tax assets during the years
are as follows:

19. iR 3E i 18 (@)

FAXREEEERAEEZHOT :

Unrealized
Accrued Advertisement profit from Allowance
Accrued Tax rental  expenditure intra-group for doubtful
staff costs losses  expenses (Note) transaction  Provision debts Others Total
et st BERX SEERS
EERA BEFRE HEHEX (HiaE) RERFE BE XREEAE Hit st
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETT ARETRT ARETT ARETT ARETT ARBTT ARETRT ARETRT
At 1 January 2015 2015618 1R 5,535 4,704 3,389 16,406 1,297 328 162 301 32,122
Credit (charge) to 5t A182%
profit or loss (BE&=MR) (4,359) (4,265) (43) 4,213 133 (125) 44 61 (4,341)
At 31 December 2015412 431 H
2015 1,176 439 3,346 20,619 1,430 203 206 362 27,781
Credit (charge) to 5t A182%%
profit or loss (BEz=MB) - (439) 24 5,385 228 35 5 61 5,299
At 31 December 2016412 531 H
2016 1,176 - 3,370 26,004 1,658 238 211 423 33,080

Note: The balance represents the non-deductible advertisement expense
that exceed the annual deduction allowed by the EIT Law. This
deductible temporary differences is allowed to be set-off against
income from subsequent taxable years.

Misk : ZERMIEBBEEMSTEMAFF
JE HUR B B9 N A 4R R & B X 0 7%
AT R B RR A A g H R AR
FREAUWA -
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19. DEFERRED TAXATION (continued)

The movement of the Group’s deferred tax liabilities during the year
are as follows:

19. iR 3E i 18 (@)

FAXEEEEHABEZESHOT :

Fair value
adjustment on
acquisition of a
subsidiary

W B B B A R £
ZAFERE
RMB’000
ARBTT

Arising on acquisition of a subsidiary 7 Uit B [ 8 A 7] 2 4
(Note 32) (Pt 5%32)

15,511

At 31 December 2016 201612 A 31 H

15,511

Deferred tax assets have not been recognised in respect of the
following items:

BRRERAEEY BERT5I&IA

As at 31 December
M12H31H

2016 2015
RMB’000 RMB’'000
AR T N

Tax losses HiIE g5 18
Deductible temporary differences AR E R =R

49,350 70,011
35,371 34,207

104,218

No deferred tax asset has been recognised in relation to those tax
losses and deductible temporary differences due to the
unpredictability of future profit streams of the relevant subsidiaries
and it is not probable that taxable profit will be available against
which the tax losses can be utilised.

H 7 4 DK TRURI AR RE BT /B 2 B R 2R A
AR B AN K A] BE B B AR A B Al
WA AN IBRE WY B ZE
BREBEIANBRERZE®IE
EBIREE



152

Harmonicare Medical Holdings Limited
Annual Report 2016

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

fm © B F5 ¥ R Bl 5 (78)

For the year ended 31 December 2016 & ZE20165F 12531 H IEFE
19. DEFERRED TAXATION (continued)

The tax losses will be expired as follows:

19. % 3 i I8 (@)
BOBE BRI T

As at 31 December
M12H31H

2016 2015
RMB’000 RMB’'000
AR T N

2016 20164F
2017 20174
2018 20184
2019 20194
2020 2020 4F
2021 20214

30,673
12,524
9,637
6,249
10,928

20. FINANCIAL ASSETS DESIGNATED AS AT
FVTPL

20.5ER®R L FESAR
mZEMEE
As at 31 December
M12H31H
2015
RMB’000 RMB’000

ARET T ARETT

Loan to Wuxi HarMoniCare Obstetrics 1% ¥ % £5 1 2 17 &= 58 P
and Gynecology Hospital Co., Ltd. BERRBIZER
(“Wuxi HarMoniCare Hospital”) (TEHANEEER])
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20. FINANCIAL ASSETS DESIGNATED ASAT 20.f6sE B N FEE AR

FVTPL (Continued)

In October 2016, the Group entered into a cooperation agreement
and a supplementary agreement (the “Agreements”) with the equity
owners of Wuxi HarMoniCare Hospital. According to the
Agreements, the Group agreed to lend an aggregate amount of
RMB64,000,000 to Wuxi HarMoniCare Hospital in three batches,
subject to the fulfilment of certain criteria stated therein, including
that Wuxi HarMoniCare Hospital will obtain the medical license
before 30 June 2019. The loan is secured by the 80% equity
interest of Wuxi HarMoniCare Hospital. Under the Agreements, the
Group has the right to exercise one of the three options: (1) to
request for the loan repayment with interest; (2) to convert the loan
into the equity interest of Wuxi Harmonicare Hospital based on the
audited result; or (3) to acquire the 80% equity interest of Wuxi
HarMoniCare Hospital from its equity owners at based on the actual
capital fully paid up by the equity owners. As at 31 December 2016,
Wuxi HarMoniCare Hospital had not obtained the medical license
and had not commenced operation.

In October 2016, pursuant to the Agreements, the Group entered
into a loan agreement with Wuxi HarMoniCare Hospital. Up to
31 December 2016, the Group had advanced the first two batches
of loan with an aggregate amount of RMB48,000,000 to Wuxi
HarMoniCare Hospital. The loan bears prevailing bank borrowing
interest rate at 4.75% per annum, with maturity date on 30 June
2019.

The loan granted under the Agreements and the loan agreement
contain embedded derivatives and is designated as a financial
asset at FVTPL upon initial recognition.

aEMEEm

201610 8 » N & & 8 & 85 M =
B REEBA L —MAEIER
Ehk—maxmE((ZEHED) R
BEzEHhE AEERES=£R
EHNEBERRLERBTARE
64,000,0007T * B 5 AR EFTEE
TlEREERETUEE  BIEED
3= B P AR 201946 A 30 B ATER1E
BEEGOR ZEXHEHNEER 2
80% MR IEIEHE M - RIEZZHak
SEERTETNN=ZBEEEMNE
F—IH:(NERERFSEE QR
BEZEREERERABEHE
Btz i SKQEREREE AER
BEMEARNBESRBEESNEE
Bt 2 80% % #& - 14201612 531 H -
EPMEBREORISEERR B
RFEARE % o

R2016%F 108 BIBFZ S W& &
EEEEBNEERITIY —HER
Wi HEE2016F12A31H A&
BEEREHNMEBRITEMER
X A AR #48,000,0007T © 7%
BEREFRBORITEENERL75%
B WM201946 A30H 2 £ o

ERNZEHBELERBENESRE
SR EMNITE T A E )6 R
RIEERBAFEFABRRZZ R

21. INVENTORIES 21. 78
As at 31 December
M12H31H

2016 2015
RMB’000 RMB’000
AR TR ARBET T
Pharmaceuticals %% T 15,940 14,888
Medical devices and consumables BERENEBEM 8,643 7,365
22,253
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22.

23.

LOAN RECEIVABLES

22. EIRS M

As at 31 December
M12H31H

2016
RMB’000
ARBT R

2015
RMB'000
ARKETTT

Variable rate loan receivables ZEEWER

The Group has made a loan to a company controlled by an
employee amounting to RMB5,000,000 on 4 July 2016. According
to the loan agreement, the loan is unsecured, due on 30 June
2017, and carries prevailing bank borrowing interest rate stipulated
by the People’s Bank of China.

TRADE RECEIVABLES

The Group allows a credit period of approximately 60 days to 180
days for the specialized hospital services to the patients which are
due from medical and commercial insurance program, and O day to
90 days for the sale of pharmaceuticals and medical devices after
issuing invoice.

The following is an aged analysis of trade receivables net of
allowance for doubtful debts presented based on the invoice date:

R2016F7 A4H » AN& B 7 — A
—HAEEEHFHNARBREETFAR
#5,000,0007C - RIBEE K ik % E
A AE R - 72017496 A 308 F &
WiEBFEARRITHEE ZBITIR
TEEREGE -

23. BEZEUMIE
AEBERRBAREERERRSE
WEEREERKRASIRENGEE
H— M4 B60E 180K » T #H & &
REESENEERARATEER
BOZEIOK °

TXHINREZAHM2I WL
BRRERENE S ERFIAREKD
#r

As at 31 December

Less than 90 days DR0K
91 to 180 days 91E 180K
181 days to 1 year 181 RE14F
Over 1 year HBiB1F

M®12A31H
2016 2015
RMB’000 RMB’000
AR¥T ARETT
30,883
4,014
578
1,690 2,619

29,086 38,094
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23. TRADE RECEIVABLES (continued) 23. 87 ERRIA @

For trade receivables disclosed below which are past due but not
impaired, the directors of the Company access the customer’s
credit quality by evaluating their historical credit records and define
credit limits for each customer. Recoverability and credit limits of
the existing customers are evaluated by the directors of the
Company regularly.

Aging of trade receivables that are past
due but not impaired

HRTXHABEESBHEEREN
BEHREFKE  ARAREZBBTE
EEPRAENERELEFEERGEE
BB VEEEEPNEERE A
AR EFEHFERAESAKE
AFAEBRBEFNEERSE -

£ %8 HA B 7R Al 1B & 5 [& UK
I8 B8R 8

As at 31 December
M12A31H

2016 2015
RMB’000 RMB'000
ARBT R

ARETT

181 days to 1 year 181 KRE1HF
Over 1 year HBid1F

629 578
1,043 2,619

The trade receivables that were past due but not impaired related
to receivables from the local medical insurance centers, receivables
from certain medical insurance companies and receivables from the
sale of pharmaceuticals and medical devices to certain customers
that have a good trading record with the Group. Based on past
experience, the directors of the Company believe that no
impairment allowance is necessary in respect of these balances as
there has not been a significant change in credit quality of the trade
receivables from the date that credit was initially granted up to the
end of each reporting period.

Movement in the allowance for doubtful
debts

B8 HE R E R E 5 & YRR E
FEULE 1 B8 B R B P D RIR - EWCE
TEERRRARKARERRFE T
HEASBERFRFLEBENETFH
EERRBEERERNAEEH - ENA
BEARLEEZEEZEREHLRE
SERRFENEEEEYREAE
BARBHERHRBMERE

AR S

RMB’000

ARBT T

As at 1 January 2015 201541 A1H 648
Addition 1 115
As at 31 December 2015 2015412 A31 H 763
Amounts written off as uncollectible 3 4 7~ A] 4 [B] 3% 18 (91)
As at 31 December 2016 2016412 A 31 H 783
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24. PREPAYMENTS, DEPOSITS AND OTHER 24 AR -REREME

RECEIVABLES & L]
As at 31 December
M12H31H
2015
RMB’000 RMB’000
AR¥T ARET T
Prepaid rental ERXEE 17,755
Prepayments to suppliers TE A5 4 8 7 A0 FRIB 18,869
Deposit paid for a proposed REWE -BEKE NS ()
acquisition of a business (Note) =
Deposits to suppliers NTHERZEE 1,290
Consideration receivable for disposal  H & B ‘& A & fE WK B
of an associate 1,266
Other receivables H i fE W 018 4,636 3,107
42,287
Note: Deposits paid for a proposed acquisition of a business represents a M- Z2RRE-BEEZEMNZRES TR
due diligence deposit to the counterparty for a proposed acquisition 201612 A31BA S EZKEE A
of a business in relation to hospital services as at 31 December 2016. BRRG s —BEBERAXSIEFH
The deposit will be refunded if the Group choose not to acquire the TRNZERBERS - WASER
equity interest of the target after the due diligence. ERECRBETWEDRRE
AZiEE i FRE-
h
25. CERTIFICATES OF DEPOSIT 25. 7 SR &
As at 31 December
M12H31H
2016 2015
RMB’000 RMB’000
AR TR ARET T
Certificates of deposit FRE 320,984
Note: The certificates of deposit were issued by Xiamen International Bank Max: FREREMBERRTROBRA
Co., Ltd., with variable interest rate based on LIBOR. The certificates AL RERMBARTEERLS
of deposit were settled during the year. BERZBFEGTE - FRERF

W E X e
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26. TIME DEPOSITS AND CASH AND CASH 26 EHHFRRIBERIBE

EQUIVALENTS FEM
As at 31 December
M12H31H
2016 2015
RMB’000 RMB’000
AR%BT ARBTTT
Cash and cash equivalents EUATEBHENEREER
denominated in: ReEFEY:
— RMB —ARK 578,453 877,322
— USD — X7 282,652 6,929
— HKD — BT 90,891 17,743
951,996 901,994
Bank balances carried interest at prevailing market rates which M2016F12 8318 » BT & R LA
range from 0.30% to 3.80% per annum as at 31 December 2016 11 % F A X N F0.30% £ 3.80%
(2015: 0.35% to 4.10%). (20154 : 0.35% £4.10%) 5 & °
Most of the bank balances denominated in RMB were deposited ABPUNAREFENRITERTT
with banks in the PRC and the conversion of such balances into RABEERIT HZFERLB A
foreign currencies is subject to the rules and regulations of foreign & 78 38 <7 B BT 28 46 A S0 BE B
exchange control promulgated by the PRC government. #RI B8 Bl o
As at 31 December
M®12A31H
2016 2015
RMB’000 RMB’000
AR® T ARETT
Time deposits denominated in: BUTEBENERER
~ RMB —AR# -
As at 31 December 2016, the bank deposits of RMB115,000,000 MR2016F 12 A31H  SRITFEARAR
carried fixed rate interests at 1.80% or 1.95% per annum (2015: # 115,000,000 7T (20154 : #& ) BA
nil), with original maturity of more than three months. TEF F E£1.80%%1.95%:F &2 R Zl

HER A=A Lo
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27. TRADE PAYABLES

27. B EM IR

As at 31 December
M12H31H

2016 2015
RMB’000 RMB'000
AR T N

Trade payables B S EMNRE

28,494

Trade payables are non-interest bearing and are normally granted
on 0 to 90 days credit term. An aged analysis of the Group’s trade
payables, as at the end of reporting period, based on the goods
received date, is as follows:

BoRENRELE BEHOEIOK
MEER REREHR XEHEIEK
WEBHZIME S ENKERR
DT

As at 31 December
M12H31H

2016 2015
RMB’000 RMB’'000
AR T N

Within 90 days 90K N
91 to 180 days 91E£180K
181 days to 1 year 181 RE1F

27,110
358
2,511 1,026

28,494
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28. OTHER PAYABLES AND ACCRUALS

28. %f‘éﬁ%ﬁ%ﬂlﬁ&l@ﬂ%

As at 31 December

M12H31H
2016 2015
RMB’000 RMB’000
AR¥ T ARET T
Advances from patients BA B 95,954
Staff cost payables FEF 1B B kAN 28,866
Loan payable (Note i) &S B 3R (B R -
Construction fee payables FERTEEE R 776
Accrued rental expenses SR Y 1,308
Accrued operating expenses JERTEER X 1,685
Consideration payable for acquisition of Y& B& — &1 Bf B A &) & (B
a subsidiary (Note 32) (MF7E32) -
Other PRC tax payables o fth JE R B AR IR 1,369
Others Hi 5,003 4,294
134,252
Note: Mk -
[0) These loans were obtained by the newly acquired subsidiary, 0] ZEERTIHKRB KB AR R

Heilongjiang HarMoniCare Hospital from certain entities, which were
previously subsidiaries of Bosheng Medical and are currently
customers of the Group. The loans were unsecured, bearing fixed
interest of 5.6% per annum and were repaid in March 2017.

TIMERESBRENE TEE(ZA
RBEBEZMBEAR  RELSA
SEZEPIESG - ZERRER
| ABEEFHERE6%SLER

20173 AEE -

1590
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29. PROVISION 29. Bt

Provision for

medical

dispute claims

BRMp

RERE

RMB’000

ARET T

As at 1 January 2015 120151818 1,400

Provision B 379

Payments 3R (957)

As at 31 December 2015 7R2015%F12 A31H 822

Provision B {5 776

Payments 3R (545)

As at 31 December 2016 R2016F 12 A31H 1,058
The Group is involved as defendants in certain medical disputes PN S HExKaEsemsa T
arising from its normal business operations. The directors of the BEASMERKSE AARESR
Company assess the exposure and an outflow of economic BEEEMNREMGGTRINEEZZEA
benefits on certain major medical disputes existed at the end of the BHERIEHREHRAETEIEE

reporting period based on the best estimate of the management B AL 4 1 R B M A R 20 e

and the opinion of the external legal advisors.
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30. SHARE CAPITAL 30. A% 7N
The Company i /NI |
Nominal
Number of value Share
shares per share capital
RHOHBE SREE ;&S
HKD HKD
BT T
Authorised EE

At 1 January 2015 (Note i) MK2015F1 A1 8 (M) 380,000,000 0.001 380,000

Increase in authorised share & TE P& AN 38 0 (Bt &iii)

capital (Note iii) 760,000,000 0.001 760,000
At 31 December 2015 and 2016 120154 K& 2016412 A31H 1,140,000,000 1,140,000
Issued but not fully paid ERITERAR
On incorporation (Note i) = Ak 7 B (B &) 1 0.001 —
New issuance (Note i) 1T (B EED 99,359,492 0.001 99,359
At 1 January 2015 R2015%F1 18 99,359,493 99,359
Transfer to issued and fully HEBREEBRITRER

paid (Note i) (MTEED) (99,359,493) (99,359)
At 31 December 2015 and 2016 120154 % 2016412 A 31 H — =
Issued and fully paid ERITREBZE
At 1 January 2015 (Note i) RK201561 A1 8 (M) — 0.001 =
Transfer from issued but not fully 7 2 24718 5k 45 B 5 £

paid (Note i) iz 99,359,493 0.001 99,359
New shares issued to Concord 18] Concord Glory 2 17 7 i&

Glory (Note ii) (B #Eii) 15,724,324 0.001 15,724
Capitalisation issue (Note iii) & Ak g 47 (B FEiii) 460,335,268 0.001 460,335
New shares issuance on the global 2 & % & 7 B 3517 (ff X iv)

offering (Note iv) 191,810,000 0.001 191,810
New shares issuance on exercise 8 %8 Ar I% 4 J& 17 {8 B 35 17

of over-allotment option (Note v) £ i% (Fft 3% v) 3,095,000 0.001 3,095
At 31 December 2015 MR2015F 12 A31 H 770,324,085 770,324
Shares repurchased and cancelled & [B] [ 5T 8% A% 15

(Note vi) (HS 7E Vi) (11,906,000) 0.001 (11,906)
At 31 December 2016 H2016F 12 A31H 758,418,085 758,418

As at 31 December
W12H31H
2016 2015
RMB’000 RMB’000
AR¥ TR ARBT T
Presented as 255 598 608

1610
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30. SHARE CAPITAL (continued) 30. A% 7N (@)
The Company (Continued) yIN/NSTTE)
During the year, the Company repurchased its own ordinary shares FR - AQRBBBBMIAATS DB
on market through the Stock Exchange as follows: EESHFEBRMOT :
Price per share
Number of ordinary FRE®R Aggregate
Month of repurchase shares Highest Lowest consideration paid
BE A% ZERH™E B& B1K 2fHEKE
HK$ HK$ HK$’000
BT BT FHET
May 5H 5,650,000 6.05 5.59 32,498
July 7H 6,256,000 4.53 3.89 26,898
Total Bat 11,906,000 59,396
RMB’000
ARETT
Presentas 274 50,428
The above ordinary shares were cancelled subsequent to the R EEBRERBREENS -

repurchase.
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30. SHARE CAPITAL (Continued)

Notes:

0

On 26 August 2014, the Company was incorporated in the Cayman
Islands as an exempted company with limited liability with authorised
share capital comprised of 380,000,000 shares at par value of
HKDO0.001 per share. Upon its incorporation, one nil paid subscriber
share of the Company was transferred to Homecare, which is wholly
owned by Mr. Lin Yuming.

In December 2014, the Company issued 90,152,787 shares to
Homecare, 9,206,705 shares to Mighty Sky at a total consideration
of RMB240,304,000, which was fully paid on 16 March 2015.

In January 2015, the Company issued 15,724,324 ordinary shares to
acquire Galaxy Power.

On 9 June 2015, the Company increased its authorised share capital
to HKD1,140,000 divided into 1,140,000,000 shares of HKDO0.001
each. Immediately following the global offering becoming
unconditional, 460,335,268 shares were allotted and issued, credited
as fully paid, to shareholders pursuant to the capitalisation issue.

On 7 July 2015, 191,810,000 ordinary shares with par value of
HKDO0.001 each of the Company were issued at HKD7.55 per share
by way of placing and global offering. On the same date, the
Company’s shares were listed on the Main Board of the Stock
Exchange.

On 30 July 2015, the over-allotment option had been partially
exercised and 3,095,000 shares with par value of HKDO0.001 each of
the Company were issued at HKD7.55 per share.

In May and July 2016, a total of 11,906,000 ordinary shares had
been repurchased on market and subsequently cancelled by the
Company.

30. A% 7N (@)

(i

(i)

)

(V)

20148 A26H * AR R KFH 2B
ERMRIEEREBEREETR
")+ A E B AR 8 $5380,000,000 8%
& 1% T fE0.001 7% 7T M B 1 o +E it
R AN EREELEEZEHREN
Homecare # 3% 48 A 7] — f% & #4 I& 3¢
REARD °

2014F12R - A 2 @ #5 7l M\
Homecare & Mighty Sky 2% 1790,152,787
& %.9,206,705 0% B 17 - B E A A
R #240,304,0007T * 7220156 3 516
=ENP-

20151 A * ANA R 81715,724,324
[i% 3 38 A% LA U2 B Galaxy Power ©

20156 A9H & 2 A # mnH
Y& T B% AN 21,140,000 7T © A
1,140,000,000 f% & A% M {E0.001 7%
T2 BREEREE K BEK
1% - RIBZE AL 1T A PR 3R A 3
% % 17460,335,268 8% i 15 © ABR%I
BRR -

2015F7A7TH  ARARINRERE
HRBEEZHARNIRER7.558 LT
191,810,000 f% & A% M {E0.001 % 7T
ZEBB R B ARG
RETERET ©

20157 A30H ' BBEEKED &
BoTE ARBEESRT.55%8
JT 3% 773,095,000 8% & A% ™ {E0.001
BT ZRG o

2016 F5 A RT A ARAIEH TS
8% [B] & H 1% 7 85 & £ 11,906,000 %
LIBAR o
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31. SHARE OPTION SCHEME

The Company’s share option scheme (the “Share Option Scheme”)
was adopted pursuant to a shareholders’ resolution passed on 9
June 2015 for the primary purpose of providing incentives to
selected participants and the validity period of the Share Option
Scheme shall be 6 years from the date of grant. Under the Share
Option Scheme, the board of directors of the Company may grant
options to eligible employees, including directors of the Company
and employee of the Group. The Share Option Scheme has
become effective on 7 July 2015, the date on which the shares of
the Company were listed on the Main Board of the Stock
Exchange.

In July 2015, the board of directors of the Company approved
certain share options granted to a list of eligible grantees (“Eligible
Grantees”), including 2 directors of the Company, 4 members of
the senior management of the Company, certain employees of the
Company and its subsidiaries. According to the Share Option
Scheme, the Eligible Grantees were granted share options of the
Company to subscribe the ordinary shares of the Company at the
exercise price of HKD7.10 per share. In July 2015, a total of
9,339,600 share options were granted to the directors and
members of the senior management of the Company and a total of
6,774,200 share options were granted to certain employees of the
Company and its subsidiaries. The share options shall be
automatically unlocked on the unlocking dates in accordance with
the relevant proportions and during the next 3 years. The share
options will be vested when the certain performance conditions
stated below are met.

At 31 December 2016, the directors of the Company estimated the
number of share options expected to vest was 3,078,134,
representing 0.41% of the shares of the Company in issue at that
date.

1. B Bx 1 5t &

ARAFBENR2015FE6 A0 BB
REAZRHEMBERETZ(ER
B ZETENEZENARLK
TR HEEIRERE - BREE
WAESSHAAR LY BEEEF - RIE
BRES ARRESgaMRE
EREE(BEARAREERAEE
EE)REERE BREFTEHER
201567 A7 8 (BIA R 8 J& () R B 2
FRER LM B ) £/ -

R2015F7 8 ARG EEEH /ER
—PEEBERATAEEBEREAD
BREETERE ZSTEEREARA
BE2EARDNRIEZ 42 KA ES
WMEBEBRKRE ARARREWBRR]
HETEE -BREERESSE 68K
AR ANER B A D R ERRERIRT
FEEER7TIOBTRBAAG LA
B e R2015F7H ARRIEERS
HEEANB S HEER,339,6001
BEEAAGRENBARSE TE
8 A HERE,774,20010 BB AX # - BB
A% 1 5 AR 4% A8 B L B A R SRBFE AR
MEHEEE@RE - BREENTX
Fritz BT RBIGHEENFES -

MR2016412A31H A X 7 & £
HEATEHEEENERERE A
3,078,1341n  th A A AN #% B E #
TRMDE0.41%
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31. SHARE OPTION SCHEME (continued) BB AR E ST 8l @)
The share options are exercisable according to the following BERER RIS T T H1TE -
arrangement:
Locked-up
Period
and Unlocking Unlocking
Grant date Vesting condition Date portion
EERR
REBH BEGM fREEH RER D

Tranche | July 2015 (1)  Revenue increase by 5% and net profit The date which 4,834,140, 30%

attributable to the equity holders of the is 12 months of the total
Company, excluding the non-recurring from the grant share options
expenses as defined in the Share Option date granted

Scheme, increase by 20% for the year
ended 31 December 2015, compare to the
corresponding amounts for the year ended
31 December 2014;

(2)  Individual performance during the vesting
period set by the Company

—#t  2015F7H (1) #EE2015F12A3NBILEFERmRE BROBHE 4,834,14015 - &

F2014F12A3 AL FEZHESE shom 1218 A B B AR
EMs% RARE DB ARIERE =R 48 2130%
FHE(TNEEERETE TR ZIEEE
Iisﬂiﬁ‘bum% :

@ RARRARENEBHANNEAKE

Tranche Il July 2015 (1) Revenue increase by 10% and net profit The date which 5,639,830, 35%

attributable to the equity holders of the is 24 months of the total
Company, excluding the non-recurring from the grant share options
expenses as defined in the Share Option date granted

Scheme, increase by 25% for the year
ended 31 December 2016, compared to
the corresponding amounts for the year
ended 31 December 2015;

(2)  Individual performance during the vesting
period set by the Company

—H#t  2015FF7H (1) EZE2016F12A31BIEFEKR=RE BHELBH®E 56398301 ' 14

Z2015F 12 A BIEFE 2 HES Fhm 2418 A B % B AR
EI10% R ANRIEEFAARGFE 2BH HBI35%
FHE(TNEEERETE TR ZIELE
17 S2) HE In25% ¢

@ MRARARENEFEBEHAHEARER
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31. SHARE OPTION SCHEME (continued) 31. BB AR & 51 &l ()
Locked-up
Period
and Unlocking Unlocking
Grant date Vesting condition Date portion
ZEHR
REBH BEGHG IR RER D

Tranche lll July 2015 (1)  Revenue increase by 15% and net profit The date which 5,639,830, 35%

attributable to the equity holders of the is 36 months of the total
Company, excluding the non-recurring from the grant share options
expenses as defined in the Share Option date granted

Scheme, increase by 30% for the year
ended 31 December 2017, compared to
the corresponding amounts for the year
ended 31 December 2016;

(2)  Individual performance during the vesting
period set by the Company

E=# 2015F7AH (1) #HE017F12A3BLFERZRE BELBHRE 56398301 &

Z£2016F12 A3 B ILFE 2 HESHE w36 1E A BB
EI16% R ARNARIEEFAARGTFE <2BH 48 2135%
FRE(TEEERESEER 2ELR
MR ) 38 N30%

@ RARARENEBEBAANNEARSR
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31. SHARE OPTION SCHEME (continued)

(1) The following table discloses the

3

movement of share options held by

the Eligible Grantees

1. B8 B & 5t 81 ()

(1) NRIRE S E I8 AR
B

AFTE f& AR 1E B4

Number of options

BREHA
Balance at Granted Forfeited Lapsed Balance
beginning during during during at end
Share options of theyear theyear theyear theyear of the year
BB FH&EH FARE FARK FREY FREH
Directors: EF:
Mr. Fang Zhifeng FEgEE 1,344,000 — —  (672,000) 672,000
Mr. Zhao Xingli HWENLEE 1,064,000 — — (632,000 532,000
2,408,000 — — (1,204,000) 1,204,000
Members of the senior management: ZREEEHL 8 -
Mr. Su Jianging (Note) BREELAE () 1,995,000 — (1,995,000) = =
Mr. Li Wenfeng =3 1,059,520 - — (529,760 529,760
Mr. Ren Jinhui Fe@EiE 616,000 - —  (308,000) 308,000
Mr. Chen Longzhen PRFE A8 5 & 459,200 - — (229,600 229,600
4,129,720 — (1,995,000) (1,067,360) 1,067,360
Certain employees EFEE 4,645,690 — (1,279,180) (1,683,255) 1,683,255
Total BEr 11,183,410 — (3,274,180) (3,954,615) 3,954,615

Company on 30 June 2016.

Note: Mr. Su Jianging resigned his position as a vice president of the

The exercise price is HKD7.1 per share option and is
determined by the directors of the Company.

MizE : 201646 A30H @ &R 2B & £ &
EARDA BN BE B -

TEERSHBRETAVET BAA
NRIEFETE -




168

Harmonicare Medical Holdings Limited
Annual Report 2016

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

fm © B F5 ¥ R Bl 5 (78)

For the year ended 31 December 2016 #Z20165F12 A31H IEEE

31. SHARE OPTION SCHEME (continued)

(2) The estimated fair value of the share
options granted on the date of grant

31. B Ax & 5t &)

)

RGO B ARG EE
ARigffs st 2 &

Chief Certain

Share options BRE Directors executives employees
EE ESTHBAE ETEE

HKD HKD HKD

T 7T BT

Tranche | £t 3.24 3.24 2.63
Tranche Il £ -#t 3.56 3.56 3.14
Tranche Il E=# 3.82 3.82 3.53

(3) The approach of determining the fair
value of the share options is as follows

The Binomial Model option pricing model has been used to
calculate the fair value of the options. The variables and
assumptions used in computing the fair value of the share
options are based on the directors’ best estimate. The value
of an option varies with different variables of certain subjective
assumption. The inputs into the model were as follows:

()1

AAFRA -—EAHEEER
BtEBEENATFE - AR
AEBEREATENER LR
ROLENEENREMLF - B
RENEEES T TBEERAN
ETE#EEMES - MZERE
AR BB

Chief Certain

Directors executives employees

EE BETHRAER ETERE

Exercise price (HKD) TEEGET)
Dividend yield e B as &
Risk-free interest rate 4 [ B Al =
Year to expiration EI| R 45 A
Expected volatility 8 HA R 1@
Suboptimal exercise factor RETFEEE

7.1 7.1 7.1

0% 0% 0%
1.37% 1.37% 1.37%
5.56 5.56 5.56
60.82% 60.82% 60.82%
2.5 2.5 1.5

Expected volatility was determined by using average historical
volatility of the price return of the ordinary shares of the comparable
companies. The expected life used in the model has been adjusted,
based on directors’ best estimate, for the effects of non-
transferability, exercise restrictions and behavioral considerations.

BHRBLERTLERAREBR
B @ | T E LR IEETE - RE
FEANAHFHERBEETZ R
EbT RN A R - TR RTT
REBRARZFZEBEHFE-
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SHARE OPTION SCHEME (Continued)

At the end of the reporting period, the Group revised its estimates
of the number of options that were expected to ultimately vest. The
impact of the revision of the original estimates, if any, is recognised
in the profit and loss over the remaining vesting period, with a
corresponding adjustment to the share options reserve.

As the performance conditions of Tranche Il was not satisfied, the
corresponding share options were lapsed in accordance with the
Share Option Scheme. The directors of the Company estimated
that the performance condition of tranche Ill will be satisfied in the
future and the number of share options expected to vest is 3,078,134
at 31 December 2016. During the year, the Group recognised an
expense of RMB25,000 (2015: RMB4,683,000) after a reversal of
RMB2,709,000 (2015: Nil) for the relevant tranche, the performance
conditions of which were not expected to be met.

ACQUISITION OF A SUBSIDIARY

On 31 December 2016, the Group acquired 95% of equity interests
of Heilongjiang HarMoniCare Hospital for a consideration of
RMB5,000,000. This acquisition has been accounted for using the
purchase method. The amount of goodwill arising as a result of the
acquisition was RMB49,302,000. Heilongjiang HarMoniCare
Hospital is engaged in the provision of specialised hospital services.
Heilongjiang HarMoniCare Hospital was acquired so as to continue
the expansion of the Group’s specialised hospital services.

Consideration transferred

32.

B AR 1 5t B )

RBESHR AEEETEHEHRR
REBNBREHE 2fhat - BT R
BEFHFE(E) RN T &5 B S
BRIER AR X EBREREE
HARETRE -

BARE B RIBGEHEREK - BB
BRECBEBRETE RN - AAQ
RESGHAFE-HERBELHBERA
% ER BFEHIMN2016F12 A31H 5
JB H BB X 48 2L B &3,078,1341p o
A AR IE AR B AR 2 R
EENK - AEBRBZEFRIAEDR A
R #2,709,000 7t (20154 : ## ) 1% f#
R AR #250007T (20154 : A
R % 4,683,0007T) °

E—RfEL S

R2016F 12 A31H » A& B K EE 2
BEIMEIRE BT 2 95% K # - KB
A A R #5,000,0007T ° It T8 W B R
RAKEEAR AWEEE2EHER
A R #49,302,0007T ° 2 88T Fl & 7

EEREFRETHERRY A%
L 2 BT 0 4 2 R B A A A
RE R BRRE -
EEERE

Consideration

RE

RMB’000

ARET T

Cash e 4,402
Consideration payable R RE 598
5,000

Acquisition-related costs amounting to RMB280,000 have been
excluded from the consideration transferred and have been
within the
administrative expenses line item in the consolidated statement of

recognised as an expense in the current year,

profit or loss and other comprehensive income.

EEERECHBKRBBEBKARA
K #280,0007Tr RKWBEBEKAE
RAFERGAEEREME2EK
BRPIBRFAX - AERS/FAX
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32. ACQUISITION OF A SUBSIDIARY (continued)

Assets acquired and liabilities recognised

32. W iE —Ebit B 2 8w

ﬁ@ﬂkﬁ%ElﬁﬂE%ﬂ%iéé&

at the date of acquisition are as follows: PEAEEW:

RMB’000

ARET T

Property, plant and equipment ME  BWENMEKE 16,254
Intangible asset mEREE 61,900
Inventories FE 1,922
Trade receivables Z 5 FE U K8 671

Prepayments, deposits and other AR RS RE M EWRKIE

receivables 8,148
Cash and cash equivalents ReEFREEED 17,158
Trade payables H 5 ENFRIE (844)
Other payables and accruals B EMNRIBRETER (9,509)
Amount due to Bosheng Medical JE S8 4 B8 R 708 (114,598)
Amounts due to the group companies & {~f & & N A & ZIE (12,225)
Deferred tax liabilities REHHEAE (15,511)
(49,634)

The aggregate fair value of property, plant and equipment and
intangible asset at the date of acquisition amounted to
RMB78,154,000. These fair values are estimated by independent
external valuers. The carrying amounts of these property, plant and
equipment and intangible asset acquired amounted to
RMB16,110,000 at the date of acquisition.

RBEEEH WX BERKBEN
MEVEEZAERXATFERARKE
78,154,0007T ° It 22 F {6 M SN #8918 32
ZEEMGFEE - RIBERS &
EME- BEEREARE WEE
FWEEZEREESAR16,110,000

JG ©
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32. ACQUISITION OF A SUBSIDIARY (continuedy  32. U B8 — &5 fft B 2 &) )

Goodwill arising on acquisition: WEEE 2EHE:

RMB’000
ARET T
Consideration KRE 5,000

Plus: non-controlling interests (5% in Heilongjiang 0 EPERER (BREETFE
HarMoniCare Hospital) 2 B BT 2 5%) (2,332)
Less: net liabilities acquired W BUEE B EFE (46,634)
Goodwill EES (49,302

Goodwill arose in the acquisition of Heilongjiang HarMoniCare
Hospital because the cost of the combination included a control

WEERRINIRESERELRE
ERAREAHKABSEHIEEE-

premium. In addition, the consideration paid for the combination Rtz BEXNEHREERER

effectively included amounts in relation to the benefit of expected
synergies, revenue growth, future market development and the
assembled workforce of Heilongjiang HarMoniCare Hospital. These
benefits are not recognised separately from goodwill because they
do not meet the recognition criteria for identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be

deductible for tax purposes.

Net cash inflow on acquisition:

RERMEHREKE  WARE R
KMZBERMESBRIMEFE
BlRRZANERzEH - bl
A = BRI BT B B R R R
o BEmMRREEREFOBEE -

ARWBELAZHERARTIGE
1T B8 75 H0RE ©

BB 2 IR & 3 i

RMB’000

ARET T

Cash and cash equivalents acquired BEWEREERREEEY 17,158
Cash consideration paid BEXHEESRE (4,402)

12,756
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32. ACQUISITION OF A SUBSIDIARY (continuedy  32. U B8 — &S Bft B 2 &) )

Impact of acquisitions on the results of
the Group

Insignificant of profit and revenue are attributable to the additional
business generated by Heilongjiang HarMoniCare Hospital for the
year as the acquisition date of business combination was close to
31 December 2016.

Had the acquisition been completed on 1 January 2016, total
group revenue for the year would have been RMB916 million, and
profit for the year would have been RMB92 million. The pro forma
information is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the Group that
actually would have been achieved had the acquisition been
completed on 1 January 2016, nor is it intended to be a projection
of future results.

In determining the ‘pro-forma’ revenue and profit of the Group had
these entities acquired at the beginning of the year 2016, the
directors of the Company have calculated depreciation of plant and
equipment acquired and amortisation of intangible asset on the
basis of the fair values arising in the initial accounting for the
business combination rather than the carrying amounts recognised
in the pre-acquisition financial statements.

W$;1m$.¥m"25‘15

FEERKRETHEBIBERFANER
& Pl EE B i ¥ s 2016 F 12 A 31 H
MEBBEINEREERELZ
REONETEFT BN

fis Wz B8 7R 2016 F1 A1H TR F I
Begmlaig s AR 916,000,000
T RFRAMNBEBBAEARE
92,000,0007T © % 1% & & &} & 1 5 87
R R R B R 2016 61
A1B %K AEEBEMERERF 2K
NS E S M RIERRFEE 2
%E/E\'J"

1ﬁfi‘§f’i75"2016¢¢%ﬂiﬁf‘f”ﬂlﬁ§ PN
NRIEERETAEEEE | s
EFABSERBRREFRSHDT AR
EEHE 2 A A (i 3R U EE A B 75 3R
PR ZERAB) FEHEKWER
EREEZHERBREER-
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33. OPERATING LEASES

The Group as lessee

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

leases which fall due as follows:

fm © B 5 R R Bl 5 (78)

For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE
33.%XEifRE

REBFRAMEA

RS HE R - AN B AR B 7 1] s
BHENBESREAENRAETD
HBEMT :

As at 31 December

MW12A31H
2016 2015
RMB’000 RMB’000
AR TR ARBT T

Minimum lease payments under wEHESEBENK:
operating leases:

Within one year —F R 77,855 67,277
In the second to fifth year E_ZRHF 265,490 261,267
After five years AF% 107,206 157,432

485,976

Operating lease payments commitments represent rental payable
by the Group for the premises leased for hospitals and offices.
These leases were negotiated for lease terms of one to twenty
years. Monthly rental was fixed and none of the leases includes any
contingent rentals and renewal options.

34. CAPITAL COMMITMENTS

34.

KERENREAEREAEEHEE
MERBRAMERNNES  -ZF
MOMBHEEER1E20F - AHEE
ERAEAMAEe RELORE-

&N R IE

As at 31 December
M®12A31H

2016
RMB’000
ARBT R

2015
RMB’000
ARETTT

Capital expenditure in respect of
acquisition of property, plant and
equipment contracted for but not
provided in the consolidated
financial statements

BBENEARX

BB X - BE MR
ERTHERRGZA M B REK

17,472

1730
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34.

35.

36.

CAPITAL COMMITMENTS (continued)

According to a cooperation agreement entered into among the
Group, three independent third parties and the employee controlled
company (Note 22), the Group has committed to an investment of
RMB20,000,000 (2015: Nil) as at 31 December 2016 in a medical
investment limited partnership fund (the “Fund”) to be established
by the parties. In addition, the Group also has committed to an
investment of RMB600,000 to hold 20% equity interest of a
company, which is established by the aforementioned parties to
manage the Fund (2015: Nil).

CONTINGENT LIABILITY

The Group is involved as defendants in certain medical disputes
arising from its normal business operations. The directors believe,
based on the status of potential and active claims outstanding at
the end of reporting period, and taking into consideration the
assessment and analysis of external lawyers and the total claim
exposure, provision of RMB1,053,000 was recognised in respect of
the medical disputes as at 31 December 2016 (2015:
RMB822,000).

RETIREMENT BENEFITS CONTRIBUTION

The PRC employees of the Group are members of a state-
managed retirement benefit plan operated by the government of
the PRC. The PRC subsidiaries of the Company are required to
contribute a specified percentage of payroll costs to the retirement
benefit plan to fund the employee benefits. The only obligation of
the Group with respect to the retirement benefit plan is to make the
specified contributions. The retirement benefit cost charged to
profit or loss for the year ended 31 December 2016 amounted to
RMB28,469,000 (2015:RMB27,412,000).

34.

35.

36.

&S INAIE @)

BIEREFRRE)AEER =28
VYEZAERREEERAR(Z2EN
FE22) Rl W& B AEBER
2016 F 12 A1 B A B MM AN A
RIMEBREREBRAEES(E
% 1) & A R %20,000,0007¢ (2015
FE) o BN AEERFERE A
R 600,0007C LA £ B — 2 Rl 220%
R ZRAHEXRESE TR
BEIES (20154 : ) °

FRBEE
AEBRBEEBLESIRBOHET
BREAOMERNSE BESHREH
RARMBERREREER L
EEHNELMMNTHEITER
B4R EFRAF20165F12 A 31
H & EA 4 7R A R 1,053,000
70 (20154F : A R #822,0007T ) Y #
1%0

3R filvta il 5 =K

AEEFTFEEEATBHBFNEEN
BREERAKBHFEIKE - XA F
PREEARAREENTENXAR
B 5 AR K AR R 5T 814 3K BAR
NEEBRFMABERE - AEEHR
REAFTENE—FSFEELRE
B3 - & E2016 612 A31H IE F
EEBEmTHMERERKEEA
R #28,469,0007T (20154F : A R #
27,412,0007¢) °
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37. RELATED PARTY TRANSACTIONS

(a) Name and relationship

37. AR5
() &TBRRIER

Name

=L

Relationship

B%

From 1 January 2015 to 31 December 2016
H2015%F 1 A1HE2016 12 531 8

Bosheng Medical

TE B

Xining Modern Hospital of Obstetrics and
Gynaecology Co., Ltd. (FAEERIFEAR A7)
(“Xining Modern Hospital”)
(EERREESZR])

Hebei Modern Woman Hospital Co., Ltd.
(LR RZ FERBERAR)
(“Hebei Modern Woman Hospital”)

(DB R ZFERD
Kaibeimu
gl B\

Heilongjiang HarMoniCare Hospital (Note i)

B BEIT AN K4 2= 8 B (MY 3D

Company under significant influence
of Mr. Lin Yuming
EMERTEERAZEZAT

Company controlled by Mr. Lin Yurong,
a shareholder of the Company

MARARERMEREEERZ AT

Company controlled by Mr. Wu Yaping,
a close family member of Mr. Lin Yuming

MRDFEEMNETAREZERER)
2 Qv A/N]

Associate
e R

Company under significant influence of
Mr. Lin Yuming
EMEREEBERTEZ A A

Note:

i) The Group acquired Heilongjiang HarMoniCare Hospital on 31
December 2016 as disclosed in Note 32.

o ¢

0] NPT ST R AN K E
R20166 12 A31 B s B &
VL 0 3£ 17 BE B B o
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37. RELATED PARTY TRANSACTIONS (continued)

(b) Related party transactions

37.FABt A X % @)
(b) R 75 X 5

For the year ended
31 December
BZ12A31BHILLEE

2016 2015
RMB’000 RMB’000
AR T AR T T
Royalty and service fee paid to: FFATEFEERER
R % :
Bosheng Medical (Note i) 84 B & (M) 2,399
Purchase of trademark from: BUATEFBAFTE:
Bosheng Medical (Note ii) 18 4 B8 & (M 3Eii) 33,200
Notes: P 7 -
() The royalty and service fee are determined based on 2% of 0] FRAEEREEZER B

(i)

revenue from specialised hospital services. It had been
terminated as the Group purchased the trademark in 2015.

On 5 March 2015, Harmonicare Medical entered into a
trademark ownership transfer agreement with Bosheng
Medical. Pursuant to which Bosheng Medical transferred
trademarks to Harmonicare Medical at the consideration of
RMB33.2 million. The consideration was paid in 2015.

RBUW 2% EE X ER
REBR2015F B A B ER
e

(ii) 201543 A5H  fixE &M
BEBEIIUBIZMAEE
EEo B BAEBEM
AR¥3,320& THY R E R
FTEREENZE -REER
2015 F S 1 »

For the year ended
31 December
BZ12A31ALLEE

Sales of pharmaceuticals medical
devices and consumables to:
Heilongjian HarMoniCare Hospital
Hebei Modern Woman Hospital
Xining Modern Hospital

MATEFTIHEER -
BB AR e A
EREIMEREER
ALRR L F BB
=R R FE B

2016 2015
RMB’000 RMB'000
AR T N
3,773

267 404

223 —

5,789 4,177

Rental expense to Bosheng Medical

ENBEBREEERKE

- I

The above transactions were carried out in the ordinary
course of business of the Group and conducted in
accordance with the terms and conditions mutually agreed
by both parties.

NEXGRAKREBAEXH B
2 R 1R B 7 B AR 1 TE B0 IR
RAFETT
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37. RELATED PARTY TRANSACTIONS (continued)  37. 8 Bt 5 X 2 ()

(c) Related party balances (c) RAHE 7 &S &R
Amounts due from related parties 1 Ut 788 B 7 RR I8
Trade in nature BZ148

As at 31 December
M12A31H
2016 2015
RMB’000 RMB’000
AR¥ T AR T T

Amount due from Xining Modern JiE Ui 7 =2 3R X IR S B8 B B
Hospital _
The following is an aged analysis of amount due from Xining NTEEMEMRERNERA
Modern Hospital which is trade in nature based on the HME S5 HEEREKAEERAK R
invoice date at the end of each reporting period: EBRAIERR DT :
As at 31 December
M®12HA31H
2016 2015
RMB’000 RMB’000
AR¥ET T AREBTT
Al R -_‘
The above receivable from the related company is unsecured, ot pE UG BB A R IR T R
interest-free and within the credit period at 31 December % B B IER20164F 12

2016. A31H & AKEE -

1778
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37. RELATED PARTY TRANSACTIONS (continued)  37. 8 Bt 5 X 2 ()

(c) @Bt H &R

an associate
Kaibeimu gL B

Amount due from JE U — R Bt & N B 3B

Note: As at 31 December 2016, the balance represents a loan to
Kaibeimu amounting to RMB 4,000,000 with variable
borrowing rate stipulated by the People’s Bank of China for
the corresponding period, and the loan is due on 30 June
2017.

Amount due to a related party
Trade in nature

HEZME

As at 31 December
R12H31H
2016 2015
RMB’000 RMB’000
AR®T T AR T T

MizE : 20164F 12 31 B WA 2B M &l B 1§

Amount due to Bosheng Medical JiE {183 A B8 B BB
(Note) (M%)

Note: This balance is unsecured, interest-free and had no fixed forms
of repayment.

m

YE A B #4,000,0007T 2 B 3 1R 48
FERIRE P B ARBITRE 2 FENE
KA EF B ZERR2017F6H30
HEH -

F& 1Y 68 B 5 sR IR

BRI

As at 31 December
M®12A31H
2016 2015
RMB’000 RMB’000
AR T ARBT T

RRERERR 25 HEEBETE
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37. RELATED PARTY TRANSACTIONS (continued)  37. 8 Bt 5 X 2 ()

(c) Related party balances (continued) (c) @Bt RS &R
Amounts due to related parties (Continued) & 1 88 B 2 =R IR (@)
Non-trade in nature HEZMHE

As at 31 December
M12A31H
2016 2015
RMB’000 RMB’000
AR¥ T AR T T

69,598 =

Amount due to Bosheng Medical 18 A B BRI
Upon the acquisition of Heilongjiang HarMoniCare Hospital AREBWE ZEIMEREEMR
by the Group, an amount due to Bosheng Medical of % MIFES2FTH 2 FE M1 £ B B X
RMB114,598,000 set out in Note 32 was assumed by the T A R #114,598,000 7T /A AN & [ &
Group. Subsequently, the Group repaid RMB45,000,000 to ToHB REBRRABIMIE 4 E
Bosheng Medical on the same day. As at 31 December 2016 (B & A K #45,000,0007T ° 722016
the balance of amount due to Bosheng Medical is F12A31H ENBELEEBEH®EAL
RMB69,598,000, which is unsecured, interest-free, and has A R #69,598,0007T @ % 7K 18 A& & K
no fixed terms of repayment. B BEETFEERE-
As at 31 December 2016, the total balance of amount due to R2016F 12 A31H BN B AEEE
Bosheng Medical is RMB70,253,000. BREE S H B AR ¥70,253,0007T °
(d) Compensation of key management (d) E2EBASHIE
personnel
The remuneration of directors and other members of key FR EERNTEEEEBZH
management during the year was as follows: K B 2 FHMmT :
For the year ended
31 December
BZE12A3MALEE
2016 2015
RMB’000 RMB’000
AR TR ARET T
Salaries and allowance & KOER 2,998
Contributions to retirement benefits iR (K 1@ F| 51 2 £t 2k
schemes 47
Share-based payment B3 = A 2,898
5,943
Further details of the Directors’ emoluments are included in EEFTHoE—THFBEHRN

Note 12. 120
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2016 & Z2016512 31 HILFZ

38. SUBSIDIARIES 38. [t B 2~ &)

BERARARAEERFAERFRZ
MEBRARZFBEHIWOT -

Details of the subsidiaries directly and indirectly held by the
Company at the end of the reporting period are set out below.

Equity interest
Issued and fully paid attributable to the Group
Place and date of ordinary share FREEERE
incorporation/ capital/ registered IR [T 31 December
Name of subsidiaries establishment capital 2016 2015 Principal activities
MR R BRTRMREER 20164 20154
HEARAE WK A RAEMER 12A31H 128318 ETB£%
% %
Shanxi Tai He Tang Pharmaceuticals The PRC RMB5,100,000 100 Supply of Pharmaceuticals and
Co., Ltd. medical devices business
(LAAMEEXBRAR) B AR %5,100,0007C HEERRBEREES
Wuhan Modern Obstetrics and The PRC RMB10,000,000 100 Provision of Specialised
Gynecology Hospital Co., Ltd. 19 December hospital services
RERRFEBEREARAR) 2005
(“Wuhan Modern Woman R
Hospital”) 200512 A19H A R#10,000,0007T R ER B RS
( TRERR] )
Chongging Modern Woman Hospital  The PRC RMB21,000,000 100 Provision of Specialised
(BERRLTE) 31 March 2006 hospital services
i AR #21,000,0007T REFNERRS
20063 A31H
Chongging Dushi Liren Hospital. The PRC RMB4,210,000 95.5 Provision of Specialised
(EESBTEABR) 13 April 2006 hospital services
HE AR #4,210,0007T REUER B RS
20064 A13H
Guiyang Modern Woman Hospital ~ The PRC RMB2,560,000 96.5 Provision of Specialised
(BEBBERLTER) 5 April 2007 hospital services
& AR #2,560,0007C RO E R B I RS
2007 F4A5H
Guangzhou Woman Hospital Co., Ltd. The PRC RMB10,000,000 97 Provision of Specialised
(BMZFEB AR AR) 16 July 2008 hospital services
FE AR #10,000,0007C RESHER RS
20087 A 16H
Chongaing Bosheng Management ~ The PRC RMB1,000,000 100 Holding company
Co., Ltd. (“Chongaing Bosheng 25 August 2008
Management”)
(EEEEBRERZERDA) F AR %1,000,0007C ZERAR
(EEBEER]) 200848 A25H
Chongaing Wanzhou HarMoniCare  The PRC RMB6,000,000 97 Provision of Specialised
Hospital 27 March 2009 hospital services
(BEEMMEFEERR) F AR %6,000,0007C REERER R
200943 A27H
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For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

38. Bf B 2 Bl ()

Place and date of

Issued and fully paid
ordinary share

incorporation/ capital/ registered
Name of subsidiaries establishment capital
MR B L ERTRMRZEER
g PNCIECE 8RB 8 BA/EMmER
Guiyang HarMoniCare Hospital The PRC RMB10,000,000
(BREFEER) 25 May 2009
+ AR #10,000,0007C
200945 A25H
Chongging Fuling HarMoniCare The PRC RMB10,000,000
Hospital 26 June 2009
(BERREANEER) H AR #10,000,0007T
200946 426 H
Shanxi Wo De Investment Co., Ltd.  The PRC RMB17,800,000
(LR EREARAR) 26 October 2009
(“Shanxi Wo De Investment.”) Gl AR #17,800,0007T
(TLFERERE] ) 2009410 A 26 A
Fuzhou Modern Woman Hospital The PRC RMB25,000,000
(RMNRRIFEERER) 4 January 2010
+ A R #25,000,0007C
201061 A4H
Shenzhen HarMoniCare Gynecology The PRC RMB40,000,000
and Paediatrics Hospital Co., Ltd. 29 July 2010
(RIMERAMERBRAR) &+ AR # 40,000,000 7T
(“Shenzhen HarMoniCare Hospital’) 201047 A 298
(CRIIF1ED)
Beijing HarMoniCare Gynecology The PRC RMB40,000,000
and Paediatrics Hospital Co., Ltd. 14 June 2011
(L RAEIR 7B AR R) F A R % 40,000,000 7T
(“Beijing HarMoniCare Hospital”) 2011667148
(HEmFx])
Harmonicare Medical Group Limited Hong Kong HKD10,000
(“Harmonicare Medical”) 15 July 2015
XBEEEERAR B 10,0007 7T
(EES 323 201447 A 158
HarMoniCare Management and The PRC RMB882,000,000/
Consulting 31 July 2015 RMB 1,250,000,000
(FIEEIRFAH) FE AR #882,0000007T,
201547 A31H  AR%1,250,000,0007T

Equity interest

attributable to the Group

AEBENGRE

<3 OGN 31 December

2016 2015 Principal activities
2016 20154
12A31A8 128310 XE%H
% %
100 Holding company and

96.5

100

83

92

100

100

100

provision of Specialised

hospital services
ZERARR

RERR B R

Provision of Specialised
hospital service

RESERER KRB

Holding company

ERA A

Provision of Specialised

hospital services

R ER B R

Provision of Specialised
hospital services

R ER B R

Provision of Specialised
hospital services

R ER B R

Holding company

BRAE

Holding company

BRAE
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38. SUBSIDIARIES (continued)

38. fff /@ 22 B

Issued and fully paid

Place and date of ordinary share

incorporation/ capital/ registered
Name of subsidiaries establishment capital
MRS B L BORBZEER
MEARERE 8RB 8 RAEME A
Harmonicare Medical Investment the British Virgin USDO0.001
Limited (“Harmonicare”) Islands (“The BVI")
27 August 2015
Harmonicare Medical Investment REERES 0.001%7T
Limited ([ Harmonicare ) 201548 A 27 H
Galaxy Power The BVI UsD200
27 August 2015
Galaxy Power REERES 200% T
201548 A27H
Sharp Charm Limited Hong Kong HKD100
(“Sharp Charm”) 5 September 2015
Sharp Charm Limited BH 10078 7T
(['Sharp Charm ) 20159 A5H
Beijing He An Da Management The PRC RMB682,000,000/
Consulting Co., Ltd. 13 November RMB1,050,000,000
(tRALREEEHAFRAF) 2015
(“Beijing HAD?) H AR 68200000075,
([tmakE]l ) 201511 A13H AR #1,050,000,0007T
Heilongjiang HarMoniCare Hospital ~ The PRC RMB 10,000,000
(BRI GESR) 20 May 2010
HE A ¥ 10,000,000 7T
201065 H20A
Xiamen HarMoniCare Gynecology The PRC RMB10,000,000
and Paediatrics Hospital Co., Ltd 26 September 2016
(Note iii)
EFMERZERAERADA B A E ¥ 10,000,000 7T
(P i) 201649 A26H
Notes:

(i) All the subsidiaries established in the PRC are registered as limited

liability companies under the PRC law.

Equity interest
attributable to the Group
AEBEMGRE

31 December
2016

2016 F
12A31H

%

31 December

2015
20155
12A31H
%

Principal activities

TREH

100 Holding company

100 Holding company

e NG

100 Holding company

ER QA

100 Holding company

YN

N/A  Provision of Specialised
hospital service

E REIMERRS

N/A  Inactive

E EEER

(i) None of the subsidiaries had issued any debt securities at the end of (i)

the year.

(iii) Xiamen HarMoniCare Hospital was registered on 26 September

2016.

(i)

Ffr A 7 o B A AT AR SZ 0 B BB 2 R
RIEHBEEREIMRERAA -

RAFREEREHENE QR D
TEAEEES -

= P9 A0 3% B8 BT Ak 2 1A 2016 59 A 26
E| o
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For the year ended 31 December 2016 #,Z=2016512 531 H ILFfE

39.%%@1%&@@@[@%

Categories of the financial instruments

Ert T 25

As at 31 December

Financial assets: CRBEE

Loans and receivables B3 K WA
(Including cash and cash (BERERESEED)

equivalents)

Financial assets designated as at EEAEREAFESAEBR
FVTPL 2R EE

Financial liabilities: TRBE:

Amortised cost B AR

M12831H
2016 2015
RMB’000 RMB’000
AR T AR T T
1,121,048 1,266,735
48,000 =
99,588 33,564

Financial risk management objectives
and policies

The Group’s major financial instruments include loan receivables,
trade receivables, other receivables, amounts due from related
parties, financial assets designated as at FVTPL, certificates of
deposit, time deposits, cash and cash equivalents, trade payables,
other payables and amount due to a related party. Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risk,
credit risk and liquidity risk. The policies on how to mitigate these
risks are set out below. The directors of the Company manage and
monitor these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk
The Group’s activities expose it primarily to the foreign currency risk
and interest rate risk, which details are described as follows:

Rl E R EIRBIRREBUR

AEBNTIESMIABREREE
K BB REUWGRIR - H YR
FEUR BEEE 77 XA B E R AT ER
ANERZEREE FFE EHF
PR RASEHEY BHENR
TR LAt RS R AN — R R

MIE - ZEemT ARIBENEEN
HWE - EZER T AAENER
BEMEAR FERBRERBES
BB - T X &5 K% E R B AR
K- ARREFTEEREEZZTR
B REGR N BB RIRBUE E 6 o

3% [&L BR
AEBEBEIEEYINEERR KT
EERB BRI
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39. FINANCIAL INSTRUMENTS AND VERITENERRRE

FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives
and policies (continued)

Currency risk

The Group undertakes certain financing transactions in foreign
currencies, which expose the Group to foreign currency risk. The
directors of the Company manage its currency risk by closely
monitoring the movement of the foreign currency rates and
considering hedging significant foreign currency exposure should
such need arise. Also, the Group sometimes entered into short-
term forward foreign currency contracts (usually with tenors less
than 3 months) to hedge the currency risk.

The carrying amounts of the Group’s foreign currency denominated

P @

& &l B IR E IR BIR KR

(48)
5 @ R

AEBAINETIETRERS
Bt mEsrEak - KRR EEEY)
ERIEREHUETREEER
B EHEBERTER EENEZE
HmBEBAINERR LI REEAD
RRIZEMEMIIERN(HIRAR
DIABE F) LA S K e

BEREPR  AEBEUIINEFTENE

monetary assets as at the end of each reporting period are as WEEMBEEmEWNT
follows:
Assets
BE
As at 31 December
M12H31H
2016 2015
RMB’000 RMB’000
AR TR ARET T
UusbD P 282,652 327,913
HKD BT 90,891 17,743
345,656
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39. FINANCIAL INSTRUMENTS AND VERITENERRRE

FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives
and policies (continued)

Sensitivity analysis
The Group is mainly exposed to the risk of fluctuations in the HKD
and USD against RMB.

The following table details the Group’s sensitivity to a 5% increase
and decrease in RMB against HKD and USD. 5% is the sensitivity
rate represents the directors’ assessment of the reasonably
possible change in foreign exchange rates. The sensitivity analysis
includes only outstanding foreign currency denominated monetary
items and adjusts their translation to RMB at year end for a 5%
change in foreign currency rates. A positive number below indicates
an increase in post-tax profit where RMB weakens 5% against the
USD and HKD. For a 5% strengthening of RMB against the relevant
currency, there would be an equal and opposite impact on the
post-tax profit for the year, and the amounts below would be
negative.

12 (@)

& &l B IR E IR BIR KR

(#&)

SURK R 7T
AEBEIEAUBTRETLLAR
BELEBH AR -

TREINAEEHARBLELR
K TLIE KIEF 5% B REE 15 ° 5%
MERELERREFTHINEESX
BEAEEHNNME BRENNE
BRERRBEIEHENEREE X
BE%MINEERFTEHHABZFTEE
HERFRAAREHNBELR - T
RITFIEERRT  ARBHETRE
TLRES% B R A BB ATIE M- A
REAMBEEFESNE  FEMR
BAMBEXSEEERNZE T
JEERERBER -

For the year ended
31 December
BZ12A31ALEE

Profit for the year FEFE
USD ETT
HKD BT

2016 2015
RMB’000 RMB'000
AR T N
12,297

665

Interest rate risk

The Group is exposed to cash flow interest risk in relation to
variable-rate bank balances (see Note 26), which carry prevailing
market interest. The Group currently does not have a specific policy
to manage their interest rate risk and have not entered into interest
rate swap to hedge its exposure, but will closely monitor their
interest rate risk exposure in the future.

=R & R
AEEEHERERAE RS MR
B2 RRITHESR (R E26) 18R
MRS REF KRR - AKE B AL
EEIEN R E A A BEBGR - TR
VAN R ER  BERERERY
EEpEmEA R -
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39. FINANCIAL INSTRUMENTS AND V. ERIBNE/RERE

FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives
and policies (continued)

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based in the
exposure to interest rates for non-derivative instruments at the end
of the reporting period. The analysis is prepared assuming the
financial instruments outstanding at the end of the reporting period
were outstanding for the whole year. A 50 basis points (2015: 50
basis points) increase in interest rate risk represents management’s
assessment of the reasonably possible change in interest rate.

If interests had been 50 basis points (2015: 50 basis points) higher/
lower and all the other variables were held constant, the Group’s
post-tax profit for the year ended 31 December 2016 would
increase/decrease by RMB5,380,000 (2015: increase/decrease
RMB3,382,000). This is mainly attributable to the Group’s exposure
to interest on its variable rate bank balances.

Credit risk

The Group’s maximum exposure to credit risk which will cause a
financial loss to the Group due to failure to discharge an obligation
by the counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the directors of the Company
have delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition, the
directors of the Company review the recoverable amount of each
material individual debt at the end of each of the reporting period to
ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company consider that
the Group’s credit risk is significantly reduced.

The Group have concentration of credit risk on liquid funds which
are deposited with several banks. However, the credit risk on cash
and cash equivalents is limited because the majority of the
counterparties are banks with good reputation.

40 )

& &l B IR E IR BIR KR
(1)

N R GRXE DT

WIS RRED N IR B HRE R IE
TETAZNERABRMET -RRE
BOMBBRENRERRZ KRBT
CRTARRFHERT FXREAR
12 9050 5 25 (20154 - 50{EE2h) -
REEEEUANRABEATREDN
B o

fisl Fl =& & 0,5 5016 E 2 (2015
Foo0EES) BFAEHMEBESRE
& B ARSEEE E£2016F12 A 31
BIEFE 2 BiEFEEE M 6D A
R #5,380,000 7T (2015 4F : & A1,
D AR %3382,0007T) 0 v EE MR
RASEEEBEZBRITEHKZF
& B2 P B -

SE R KR
AEBRZHUFHRBTEEM
SRUBAANBEEEARKE
RAMBRARMISBCERS
MEENREE-

AREEERR ARARESFHIRND
HMEREEEERSE FEEHEA
M ESHEIE Fr - REAR BRBUERE 15 36 e @
BHER - W ARAEETNZ W
SHREHNSEANBILEHH AT
Bl &5 AR AR E S ERETIRT
DHREBERE At XARE
ERB/AKENEERBRABREE -

HRERREBEARTHORBES A
SEEHEEETRAR AT AR
REHRZGUF T RBERIFNR
T HHReERESEVNEERR
BIR -
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39. FINANCIAL INSTRUMENTS AND
FINANCIAL RISK MANAGEMENT (continued)

Financial risk management objectives
and policies (continued)

Liquidity risk

In - management of liquidity risk, the Group’s management monitors
and maintains a reasonable level of cash and cash equivalents
which deemed adequate by the management to finance the
Group’s operations and mitigate the impacts of fluctuations in cash
flows. The management relies on the cash generated from
operating activities as the main source of liquidity.

The following tables details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table has been
drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay.

On demand
or within
one month
RERD
18R A
RMB’000
AR¥E TR

As at 31 December 2016 2016512831 H

Financial liabilities EA =R

Trade payables 2 ZER IR

Other payables H fth B FKIB

Amount due to arelated 45 /K B 3 A &) 7K 1A
company

Total BEt 91,838

NE:MTEREMEARE

12 (@
ETRHEMSEERE KR
(@)

mENE @R
ERERDASARE AEEETEE
ERREBERBRRANRSRE
SEEWEEAT UERHAEE
LEMBEASYTBRRRASREND
IHE - ERERREEEDNGR
SEREBNRBES IR -

TRHFAAEERTESRABN
RACHFR ZRBREBEENAEE
ARANFONEFAHNERERE
MABRRSRERE -

Over 1
month Total

but within undiscounted Carrying
3 months cash flows amount

REEH

12388 RERBEAE REE
RMB’000 RMB’000  RMB’000

AREBTT ARBTRE AR®TR

16,552 16,552
12,783 12,783

70,253 70,253

7,750 99,588 99,588

1871
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39. FINANCIAL INSTRUMENTS AND
FINANCIAL RISK MANAGEMENT (continued)

39%@1%&@@@@%
()

On demand
or within
one month

mERK
1EA R
RMB’000
ARBETTT

Over 1
month Total
but within  undiscounted Carrying
3 months cash flows amount
REEIR
REeERE
1ZE3f@A ks REE
RMB’000 RMB’000 RMB’000

ARETT AREBTT ARBTRT

As at 31 December 2015 42015512831 H

Financial liabilities cRmEsE

Trade payables 2 = (< 2h1g 25,392 3,102 28,494 28,494
Other payables H fth & 1 5108 4,294 776 5,070 5,070
Total st 29,686 3,878 33,564 33,564

Fair value measurements of financial
instruments

(i) Fair value of the Group’s financial assets that are measured
at fair value on a recurring basis

Financial assets designated as at FVTPL are measured at fair
value at the end of reporting period for financial reporting
puUrposes.

The following table gives information about how the fair value
of financial asset is determined , as well as the level of the fair
value hierarchy into which the fair value measurement is
categorised base on the degree to which the inputs to the
fair value measurement is observable.

ERM B ENE

) ARBEROHEENDTFET
B oRAEZATE

R BEREENMS HEER
BRAFEAABSEZEREE
NEBRERRZ AT EFE -

TERANEENART L BE
E2ATE LRATENE
AR 3 2 T A B 2 A
B2AHRRESBALTFHE
BRZAR -
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FINANCIAL INSTRUMENTS AND V. ERIBNE/RERE

FINANCIAL RISK MANAGEMENT (continued)

Fair value measurements of financial
instruments (Continued)

(i) (Continued)
An analysis of the Group’s financial asset measured at fair
value as at 31 December 2016 are as follow:

12 (@)
ERTEZ2AFETS
(@)

0} (&)

KEER2016F12 31 HIZ A
FEFEZEMEESTWT

Fair value
hierarchy

Fair value as at
31/12/2016
R20165E12H31 H

Financial assets

Valuation technique(s) and key input(s)

CHEE ZDF¥E AFEER HEREME EEHm A8E
Loan to Wuxi HarMoniCare RMB 48,000,000 Level 2 The fair value was determined with reference
Hospital to the recent transaction price.
BTEHNEZER AR #48,000,0007T [E#2 RTEN2REBESATFHERETE
(i)  Except detailed in the item above, the directors of the (i) PBEMIBBEFRAFMREN K

Company consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost at
the end of the reporting period approximated their fair values.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern, while to maximise the
return to the equity holders of the Company through optimisation of
debt and equity balances. The Group’s overall strategy remains
unchanged during the year.

The capital structure of the Group consists of net debts (which
include amounts due to a related party, net of cash and cash
equivalents) and equity attributable to equity holders of the
Company.

The directors of the Company review the capital structure on a
quarterly basis. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with each
class of capital. Based on the recommendation of management,
the Group will balance its overall capital structure through issue of
new shares, issue of new debts as well as the redemption of
existing debts.

RAEER RN IME R RZE
HERAARNEBREER SR
EENEEESREQFEMR

4+

o

40. ENE R EIE

AEEMAREERE BRI AE
EEBEBECE ABERE(LE
BERBATE AR AREREA
FRBABH - FR - AEEHER
RIS T «

AEBNEARBEEFER (1
ENBEBTRE KRR
EEBYM RADFESRBE ARERE

N

Bl

ARAESBFTERITEARRE -
ARRBEFERTBETFEREAR
AR EZBENEBAERR - RIE
EEENER AEESBEBEITH
B-BTHEELEOREEEER
HEARBHERTE-
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
fm © B F5 ¥ R Bl 5 (78)

For the year ended 31 December 2016 & ZE20165F 12531 H IEFE

41. SUBSEQUENT EVENTS

There are no significant events after the reporting period.

42. STATEMENT OF FINANCIAL POSITION

OF THE COMPANY

4. FEHESA

RBEHRLBEMEKRER -

42, IR S BT B R iR &R

As at 31 December

M12HA31H
2016 2015
RMB’000 RMB’000
AR¥ET T ARBT T
Non-current asset EREEE
Investments in subsidiaries (Note i) BB A B E (M &) 958,676 658,435
958,676 658,435
Current assets MEBEE
Prepayments, deposits and TETRR - R R H M FE GRIE
other receivables 1,137 721
Amounts due from subsidiaries JiE U B B 2 ) R 339 -
Certificates of deposit FRE - 320,984
Cash and cash equivalent BEMBEEEY 381,773 429,293
383,249 750,998
Current liabilities mEAE
Amounts due to subsidiaries FE < B B A B B 17,224
Other payables H b JE 5 308 300
Net current assets MEEEFE m 733,474
Total assets less current liabilities BEERTBAGE 1,324,267 1,391,909
Net assets BEFHE 1,324,267 1,391,909
Capital and reserves BN A
Share capital A% 2 598 608
Share premium and reserves (Note i) % 7 Y% 8 K 7 #5 (FF 5 ii) 1,323,669 1,391,301

Total equity

F

1,391,909
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
fr © B ¥5 ¥ 2% Bt 5F (78)
For the year ended 31 December 2016 #Z2016412831H L& E

42. STATEMENT OF FINANCIAL POSITION 42. I 72 ©) 87 #54iK 3 2R ()
OF THE COMPANY (Continued)

Notes: B & -

0] As at 31 December 2016, the Company’s balance of investments in 0) M2016F12A31H + A R A R Kt
subsidiaries represents its investment cost of USD6,195,000 (2015: BRARAZEREESAEREKRA
USD6,195,000), the deemed investments arising from the waiver of 6,195,000 7t (20154F : 6,195,000
amounts due from subsidiaries amounting to RMB915,969,000 (2015: TL) C MEBARRREREL 2 HE
RMB617,767,000) pursuant to the relevant written statements made EHmBARPEKEB AT RIEBEE
by the Company during the year and the deemed investments arising 2 BRAERE AR 915,969,0007T
from the equity settled share based payments amounting to (20154 : A R ¥617,767,0007T) &
RMB4,707,000 (2015: RMB2,669,000). NEREE RO NEEZBE

& NR#4,707,0007T (20154 : A
R ¥2,669,0007T) °

(ii) (ii)

Attribute to owners of the Company

ARREEAEMN

Retained

Share profits

Share Share option (Accumulated
capital premium reserve losses) Total

BRE REF A
BAx  ROEE #E (REHBR) ‘st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTE ARETT ARBTT ARBTI ARETR

Balance at 1 January 2015 R2015%1 A1 B K & &k = = = (7,393) (7,399)
Loss and total comprehensive FRABERZAEREBSE

expense for the year - — — (760) (760)
Capital injection B 91 278,212 — — 278,303
Capitalisation issue ERCEAT 363 (3693) - - -
Issue of new shares on the global 2 BR3¢ & 7 IR 2 17

offering 154 1,160,888 = — 1,161,042
Costs of issue of new shares BOHRM 2 KA = (43,966) - - (43,966)
Expenses recognised on equity AR ELEE 2 Brfn

settled share-based payments BRZHAX = - 4,683 - 4,683
Balance at 31 December 2015 R2015F 12 A 31 B M & 8% 608 1,394,771 4,683 (8,153) 1,391,909
Profit and total comprehensive FRAMERZEBA BT

income for the year — — — 25,027 25,027
Dividends recognized as distribution % 32 & %5k 2 i 2 - (42,057) — — (42,057)
Shares repurchased and cancelled B 8] & 5t $5 1% £ (10) (50,418) = - (50,428)
Transaction costs attributable to BELTBRELEZRFHA

repurchase of ordinary shares — (209) — — (209)
Recognition of equity-settled TR AR 4 E AR 1

share-based payments BERENAR - - 25 - 25

Balance at 31 December 2016 R20164F 12 A 31 H ) &5 #4 598 1,302,087 4,708 16,874 1,324,267
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DEFINITIONS

“AGM”
MRREFAE] 1

“Articles of Association”

juijiy

[EE4A] i
“Audit Committee”
[BEzZE g i

“Beijing HarMoniCare
Hospital”

o

o

1 5 A0 55 & B | ¥

mE

“Board” or “Board of Directors”

[EEg] #
“Bosheng Medical”

juiliy

[18 4 8% ¥

mE

“CDH Harmony”
[ CDH Harmony | i

mE

“CDH Jiangen”
[EER ] #

“CG Code”
[EERTA i

“China” or “PRC”

juijiy

mE

[F B ¥

mE

“Chonggqing Dushi Liren
Hospital”

mE

[EEHHEAER ¥

“Chongging Fuling
HarMoniCare Hospital”

==Y eSS 15

annual general meeting of the Company
RRAREREAFKE
the articles of association of the Company adopted on 9 June 2015 which became

effective on the Listing Date
RAFR2016F6 AORFMAL RN £ B B A MK =240 8

the audit committee of the Board
EEgERETEY

Beijing HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (3t R FNZELF 57 58
FrEBRAR]), a limited liability company established in the PRC, a wholly-owned
subsidiary of our Company

ErRMEREERBRAR  ERERINABRAR BEARAREZENE AR

the board of Directors of the Company

RAREEE

Bosheng Medical Investment Co., Ltd. ({B4E&EIEERMDER AR, a joint stock
limited liability company established in the PRC, a connected person of our Company
by virtue of Mr. Lin Yuming, one of our Directors and substantial Shareholders, holding
37.43% of the equity interest in Bosheng Medical

BEBBERERNDERAR  EPBEKIOROERAE  AEFERSKRAF
MESHNEERRMEREEFBHERREITAB%BHNREMAARR R 2 #E
AL

CDH Harmony Limited
CDH Harmony Limited

Shanghai Dinghui Jiangen Equity Investment Fund (Limited Partnership)
FTERERRREREARCE(AREE)
Corporate Governance Code as set out in Appendix 14 to the Listing Rules

AR BT SR 14 P E A B 2 B R 5T R

the People’s Republic of China; for the purpose of this annual report only, references
to “China” or the “PRC” do not include Taiwan, the Macau Special Administrative
Region and Hong Kong

FEARAENME: SRAFHRMS(PEINRMRITTEIESE - BRI RER
THEREE

Chongging Dushi Liren Hospital Co., Ltd. (EE#MEAEREGRAR), a limited
liability company established in the PRC, a non-wholly-owned subsidiary of our
Company

EEBTEBABRERAR  ERFBEKNINERAR ARARIZEZENE
N

Chongging Fuling HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (EE %
&N ElRE R AR AT, a limited liability company established in the PRC, a non-
wholly-owned subsidiary of our Company

EEERANEGEBRERAR  EFEKIMNERAR BARFIZHEEE
=N



“Chongging Modern Woman
Hospital”
[EERNK L FERK]

“Chongging Wanzhou
HarMoniCare Hospital”

=93 YIRIES 47

“Company” or “our Company”
or “Harmonicare”

RNCIIEARIES ¥ -3

“Controlling Shareholder(s)”
428 % B 3R
“Corresponding Period”
[ HA

“Directors”

[E%]

“Fuzhou Modern Woman
Hospital”

[8 )N R A4 = & B

ey
[84 4]

“Global Offering”

[ZEREE]

“GMP Certificate”
[GMPRE |

» o« » o

“Group”, “our Group”, “we” or

“

us

(7S [ 3k [ 3k A

“GSP Certificate”
[GSPR &

“Guangzhou Woman Hospital

[ M 22+ & B |

MEBRZERBRAA
F 4% 2016

DEFINITIONS (CONTINUED)
= & (18)

Chongaing Modern Woman Hospital Co., Ltd. (£ B IR X 22 T E Bt A R 2 7)), alimited
liability company established in the PRC, a wholly-owned subsidiary of our Company]
BEERRLZFERERAT  EFBEXUMNEARAF  AARAIZ2EWB A
Al

Chongaing Wanzhou HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. ( &
BEMMNEREERERAT), a limited liability company established in the PRC, a
non-wholly-owned subsidiary of our Company

EEFENANEGRERRERAR  EPEKINERLAA BAREIZHEEE
i igEE RG]

Harmonicare Medical Holdings Limited, an exempted company incorporated in the
Cayman Islands with limited liability on 26 August 2014

MEBEZERABRAA - —ER2014F8 A6 ERERSHMA UM ERE
(VN

has the meaning ascribed thereto under the Listing Rules

BB AR T e R E

the year ended 31 December 2015
BHZE2015F12A31 B IEFE

directors of the Company

ZN/NIS - =

Fuzhou Modern Woman Hospital Co., Ltd. ((8MNIRAKIFBEERAERAR), a limited
liability company established in the PRC, a non-wholly-owned subsidiary of our
Company

BMNBRERGEERERAR  ERFBEXIHERAF  BREARAIZIFZENE
NS

financial year

MRFE

the offering by the Company of Shares for subscription by the public in Hong Kong and
placing with professional and institutional investors outside the United States of
America in 2015

RARR0IGFEBEBRARRANTEEROARRBELREE TEHBEINE
¥REBIREE

The Good Manufacturing Practices for Pharmaceutical Products Certificate
(BELEEEEERERBES)

the Company and its subsidiaries

KRR REHER A
The Good Supply Practices for Pharmaceutical Products Certificate
(EoREEEERREES)

Guangzhou Woman Hospital Co., Ltd. (& /Il 22 F & Bt B R 2 7)), a limited liability
company established in the PRC, a non-wholly-owned subsidiary of our Company

BNZFERERAR  EHRBEKIHNERRR BARRZIFEZEME R A
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DEFINITIONS (CONTINUED)

= & (18)

“Guiyang HarMoniCare
Hospital”

[ & % A 3 & Br |

“Guiyang Modern Woman
Hospital”
[BSHR A & F 8k

“Harmony Care”
[Harmony Care |

“HarMoniCare Management
and Consulting”

[FIEERHEA

“Heilongjiang HarMoniCare
Hospital”

[ BEIT M1 & B

“HIS”
[HIS]

“Homecare”
[Homecare |

“HKEX”
(BB 5]

“Hong Kong” or “HK”
[&%]

“IFRSs”
B B 75 3 5 2 A

“Independent Third Party(ies)”

[BYE=7

“JCI”

[JCI]

Guiyang HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (& 5 fl 3¢ & &
B2 BT A R A &), alimited liability company established in the PRC, a wholly-owned
subsidiary of our Company

EENERERBRARAT  EHBEIMKINERAR RARG 22 &M
B A

Guiyang Modern Woman Hospital Co., Ltd. (£ [5 38 K 2 7 B Ft B IR A 7]), a limited
liability company established in the PRC, a non-wholly-owned subsidiary of our Company
EGRRZTFERABRAR ERBEKIMNAERAR BRARr2IEEEN B

NG

Harmony Care International Investment Limited
Harmony Care International Investment Limited

HarMoniCare Medical Management and Consulting Co., Ltd. (F1EE& & EIB LA R
/2 \)), a limited liability company established in the PRC, a wholly-owned subsidiary of
our Company

MEBEERZAEGRAG  EFBEKXINERLA  RARAFRZEEWMBEAR
Gl

Heilongjiang HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (2 # T #1 3%
1% B2 P A BR A 7)), a limited liability company established in the PRC, a non-wholly-
owned subsidiary of our Company

REINEGREERARAA  ERBEKNINBERAR  AARGIFEZENB

NI
Hospital Information System

BRERESR

Homecare International Investment Limited
Homecare International Investment Limited

Hong Kong Exchanges and Clearing Limited
EERGRERARBERR A

the Hong Kong Special Administrative Region of the PRC
BB B R BT

International Financial Reporting Standards
R B s S 4 A

an individual(s) or a company(ies) who or which is/are not connected (within the
meaning of the Listing Rules) with any directors, chief executive or substantial
shareholders (within the meaning of the Listing Rules) of us, our subsidiaries or any of
their respective associates

HEM BMOMEARXKBRESEEMNBEANES TRAEAHSIFTERR
(FmBAFMEER)BEFAE(ETRAMESRE)NEAXRF

the Joint Commission International, an international arm of The Joint Commission. The
Joint Commission is a United States-based independent, not—for—profit organization
which accredits and certifies healthcare organizations and programs

Joint Commission International - i & ZE @M EKREH X - BEZE @ XEMNE
UFEENMAL BEEREENIERNRENMABE



“Listing Date”

[T A8

“Listing Rules”

[T # Al
“Model Code”

[ < 8]
“Nomination Committeg”
[RBZEE]

“ob-gyn”

[fFER

“PRC GAAP”
(R EARERA

“Prospectus”

[HEEERE]

“Remuneration Committee”

[HZE B 2]
“Review Period”

3 R HA

“RMB”
TAR®)]

“SFO”

[%& %5 R IR & B

“Shanxi Modern Woman
Hospital”
[LARRFEER]

“Share(s)”

[ A&7 ]
“Shareholder(s)”
[

“Share Option Scheme”

[ B i =t &)

“Shenzhen HarMoniCare
Hospital”

[R Y1170 3 B8 Be |

MEBRZERBRAA
F 4% 2016

DEFINITIONS (CONTINUED)
= & (18)

the date on which dealings in the Shares first commenced on the Stock Exchange i.e.
7 July 2015
iy ERFERNEEZAE S 2 A8 (B1201657A7H)

the Rules Governing the Listing of Securities on the Stock Exchange, as amended from
time to time
B2 P8 & B AR Bl (B8 N ERFHEET)

the Model Code for Securities Transactions by Directors of Listed Issuers contained in
Appendix 10 to the Listing Rules
EHRBIMEEI0MAE EHBEITAESTETES R FHNF LR

the nomination committee of the Board
EEgREEES
obstetrics and gynecology

B REN

the generally accepted accounting principles in the PRC
FEARE g5 RE

the prospectus dated 25 June 2015 issued by the Company
RNAF T A A201546 A25 BB ETE

the remuneration committee of the Board
E=xgyiEEe

the period from 1 January 2016 to 31 December 2016
201641 A1H £2016412 A 31 B Hifd

Renminbi, the lawful currency of the PRC

AR R EEEE

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time
BARHER] - AR AR M B KA BB AN E 571 B 5 KA (R

Shanxi Modern Hospital of Obstetrics and Gynecology Co., Ltd.

WARRGESRBRE E AR

share(s) with par value of HK$0.001 each in the capital of the Company
AR R AR A H E A% E{E0.001 78 7T 8 Ak 19

holder(s) of the Share(s)

EES TN

the share option scheme conditionally adopted by the Company pursuant to a
resolution passed by the Shareholders on 9 June 2015 which became effective on the
Listing Date

AR FMRERR N 2016F6 HOB BB H —HRZE R A KR8 8B gt 2l
(B R £ A 840

Shenzhen HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (&3 f1ZE iR 57
RIEEBT AR A 7)), previously known as “Shenzhen HarMoniCare Gynecology Hospital
Co., Ltd. (ZYIIF1E1mRI2EER)”, a limited liability company established in the PRC, a
non-wholly-owned subsidiary of our Company

RYIMEFERERABER DG (FIERYIMEFERER)  £EPBIKZHERA
A RAREIEREWNE R A
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DEFINITIONS (CONTINUED)

= & (18)

“Stock Exchange”
[ gk 22 7 |

“Tai He Tang”

[KANZE ]

“Written Guidelines”
[EmEESl]

“Wuhan Modern Hospital”

[E0E IR 5P
“Yov”
(4% ]

The Stock Exchange of Hong Kong Limited
EEBMERSMBRAA

Shanxi Tai He Tang Pharmaceuticals Co., Ltd. (Ll 78 K 1 & %% 3 5 [R A 7)), a limited
liability company established in the PRC, a wholly-owned Subsidiary of our Company
IWAAMESEELFBR AR FRBEKLHNERAR  ARARZ2EMEB AR

written guidelines on securities transactions by employees

BEETEFXZNEEIES

Wuhan Modern Obstetrics and Gynecology Hospital Co., Ltd. (B IR K 17 E Bt B
FR 7~ A)), a limited liability company established in the PRC, a wholly-owned subsidiary of
our Company

REARGEEBRAGRAT  ERBEKNINBERAA  BRAFZ2E2EWBA
Al

year-on-year

EF R

In this annual report, the terms “associate”, “connected person”, FEARFEHRT B XEREFREN (B2
“subsidiary” and “substantial shareholder” shall have the meanings AJ-[BEEA L] [MBRAT]RIF ERE]
ascribed to such terms in the Listing Rules, unless the context otherwise  EE A FHRBIFME TZE A= RE -

requires.
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