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We own a total of 13 hospitals in Beijing,
Shenzhen, Guangzhou, Chongqing and
other major cities in China.
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CORPORATE INFORMATION
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DIRECTORS

Executive Directors:

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

Mr. Zhao Xingli (Vice President)

Non-executive Directors:
Mr. Lin Yuguo
Mr. Qiu Jianwei

Mr. Xu Jun

Independent Non-executive Directors:
Mr. Kong Aiguo

Ms. Fang Lan

Mr. Cai Jiangnan

AUDIT COMMITTEE

Ms. Fang Lan (Chairman)
Mr. Kong Aiguo
Mr. Cai Jiangnan

Mr. Qiu Jianwei

REMUNERATION COMMITTEE

Mr. Kong Aiguo (Chairman)
Mr. Cai Jiangnan

Mr. Lin Yuguo
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Mr. Zhao Xingli
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Ms. Siy Ling Lung
Mr. Lin Yuming
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Mr. Chen Wei
Mes. Siy Ling Lung

HEADQUARTER AND PRINCIPAL PLACE OF BUSINESS IN CHINA

No. A2 Xiaoguan Beil
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
KYI-1111, Cayman lslands

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE IN CAYMAN ISLANDS

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681, Grand Cayman

KYI-1111, Cayman lslands
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PRINCIPAL BANKER
ICBC Co,, Ltd.

Beijing Zuo'anmen Branch
[/F., Building 27
Panjiayuan Nanli
Chaoyang District

Beijing

China

STOCK CODE
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COMPANY WEBSITE
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The Group received the “Responsible Brand of the Year" Award in the 6th China Charity
Festival.

AEERFENETRAGE FREETmE R

The “White Paper on No Pain Labor & Delivery in China” was jointly issued by the Group
and the No Pain Labor & Delivery-Global Health Initiative, an American organization, and
represented the first standard for the painless delivery industry in China.
ALEHAXBERIRIBRTADAELREN T (FRERFIBRARE) - /AT
BEEREDRITRRE

Wuxi HarMoniCare Hospital, jointly constructed by the Group, was listed as a key project for
attracting investors and capital in Liangxi District of Wuxi.

ALREAEERNEHNIER - RIABHHREREHAHIERE

The Group and Ningbo Research Institute of Fudan University entered into strategic cooperation
agreement for officially entering into the assisted reproductive sector of the healthcare market.

ASRBRBAABERNFA R BB A (RS - EUEFREEERENS

The Group made a strategic acquisition of Nantong Hemeijia Hospital and accelerated the
strategic layout in the Yangtze River Delta region.

AEEBEFBEANIREER - IIRR=AMEHKERD



The Group started the overseas IVF pregnancy referral program.

AEERREINFREEDHE

Ding Xiang Yuan and www.gsdata.cn announced the list of “2016 Top 100 Hospital Branding
Communication Award” and Beijing HarMoniCare Hospital won two key awards of “(Top 50)
Popular Brands of Private Hospital Network™ and “Influential Private Hospitals in New Media”.

TEREEBEBAMBEAM T W FEBRERnEEETRE RE  tRMXBRE'R
ZERPEmEREE (50R) MREBRIEEBTEN MAKE

The Group and Nantong University Hospital entered into strategic cooperation to further
promote the development mode of medical alliance cooperation.

ASEEABASHBERENBRAE  E—FHPBHRESFRANER

The Group made a strategic acquisition of Beijing Huafu Hospital to accelerate the layout in the
Beijing market and further enhanced its industry competitiveness.

AEEBRFBUARERER - MEGRILRTS - E—FRITERFS

Shenzhen HarMoniCare Hospital again passed the review of new standards in the sixth edition
ofJCI with high scores.
AYMEELEBRE D BBCEIRARER



Dear Shareholders:

On behalf of the Board of Directors of Harmonicare, | would like to express my sincere
gratitude to all our Shareholders as well as members of the community for their support
to the Group. In 2017, market competition in China's medical services industry became
increasingly intensified. In the face of complicated market environment and various factors
such as rising costs of labor, leasing and advertising, the Group enhanced operation and
management through careful analysis, active exploration as well as timely adjustment and

deployment to maintain stable operation of the Group.

During the Review Period, new born population was 17.23 million, representing a
decrease of 3.52% as compared with the new bom population of 17.86 million in 2016.
Under the adverse impact of a general decline in birth rate in our country, performance
of traditional marketing channels falling short of expectation, etc,, the Group still managed
to maintain a steady growth in revenue but there was a decline in our profit. In 2017,
the Group recorded revenue of RMB924.15 million, representing an increase of 7.5%
as compared with that of the Corresponding Period; the Group recorded net profit
of RMB29.44 million, representing a decrease of 69.7% as compared with that of the
Corresponding Period. To meet market change and requirement of operation and
management, the Group timely adjusted the hospital operation and marketing strategies
by strengthening word-of-mouth marketing and increasing customer satisfaction to actively
expand its brand influence. According to the Group's work plan in 2017, the Group
improved and promoted its operation and management, information management and
budget management on the one hand, while on the other hand the Group succeeded in
the strategic merger and acquisition of Nantong Hemeijia Hospital and entered into the
Acquisition Agreement of Beijing Huafu Hospital (3t 5% 22 {7 8 fr AR B WU 1337, laying a
good foundation for achieving a scaled, chained and regional centralized development of

the Group.

In 2018, we will formulate clear strategic direction to highlight our competitive strengths and
to improve our profit margins with the goal of fostering a leading brand of high-end ob-
gyn and paediatric healthcare services. Focusing on existing hospitals, the Group will strive
to improve the quality and safety of medical services, enhance performance appraisal and
strengthen execution, as well as improving talent management and talent development
plans. Through self-developed online medical platforms, such as Online Pregnancy Doctor
(BBIELR), we implement integration of online and offline services, offering a variety of
medical service choices to our customers for their convenience. Meanwhile, the Group

will speed up the construction of new hospitals and prudently choose targets of quality
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mergers and acquisitions for active engagement in business in upstream and downstream
areas and strengthen strategic integration and industry collaboration to achieve win-win

cooperation.

We will continue to consolidate the Group's position as a leader in China's high-
end chained women and children hospitals to create value for Shareholders and the
community. On behalf of the Board, | would like to extend my sincere gratitude to all
our Shareholders, business partners and clients for their unyielding support, and to all our

employees for their tireless efforts in the development of the Group.

Lin Yuming

Chairman

Beijing, 20 March 2018
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IN ACCORDANCE WITH INTERNATIONAL

FINANCIAL REPORTING STANDARDS

CONSOLIDATED RESULTS

Revenue

Profit before tax

Income tax expense
Profit for the year
Other comprehensive income

Total comprehensive

income for the year

Attributable to:
Owners of the Company

Non-controlling interests

ASSETS AND LIABILITIES
Total assets

Total liabilities

Equity attributable to
Owners of the Company

Non-controlling interests
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33,947
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29,480

27,436
2,044

29,480

1,827,120
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1,582,108

1,354,105
228,003
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For the year ended 3| December
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2016
RMB000

859,701

123,886

(26,615)

97,271

228

97,499

95936
1,563

97,499

683,575
(300,194)

1,383,381

389,098
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RMB 000
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909,362

141967
(31,566)

10,401

110,401

106,173
4,228

110,401

1628061
(217,096)

1,410,965

1,408,909
2,056

2014

RMB000

935,839

139,327
(34,198)

105,129

105,129

103,379
1,750

105,129

384,821
(484319)

(99,498)

(97279)
(2219)

2013

RMB000

833,200

87,489
(21774)

65715

65,715

66,839
(1,124)

65715

457,447
(524659)

(67212)

(61,479)
(5.733)



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW AND OUTLOOK

Business Overview for 2017

The year 2017 is the second year of the implementation of the two-child policy in China.
According to data released by the National Bureau of Statistics, the number of second
child bom in 2017 was 8.83 million, accounting for 51.2% of the total number of births
and representing an increase of 1.62 million as compared with 2016. However, due to
the relatively higher decrease in the number of first-child births, overall number of births
in China has not reached the expected growth. Moreover, as capital has continuously
entered the private obstetrics and gynecology healthcare industry in recent years,
the number of medical institutions has continued to increase and led to intensifying

competition in the private obstetrics and gynecology healthcare industry.

As of the end of 2017, the Group owned |3 private obstetrics and gynecology hospitals
in nine tier-1 and tier-2 cities and operated 742 beds, representing an increase of |51
beds as compared with 2016. During the Review Period, the number of newborns of

the Group was 10,556, representing an increase of 5.9% over the Corresponding Period.
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The number of outpatient services provided by the Group's hospitals for the whole year
was 625470 (2016: 585,591), an increase of 6.8% over the Corresponding Period. The
number of inpatient hospital services provided was 25,556 (2016: 23,368), an increase of
9.4% over the Corresponding Period. Average charge per diagnosis and treatment was

RMBI,363.7 (2016: RMBI,369.3), basically the same as the Corresponding Period.

In 2017, the Group timely adjusted its marketing strategy due to the high cost of traditional
means of marketing. However, the overall effect was not as expected, with declined
performance of certain hospitals and overall decrease in profit of the Group as compared
with the Corresponding Period. During the Review Period, the Group recorded a revenue
of RMB924.15 million, representing an increase of 7.5% over the Corresponding Period;
and recorded a net profit of RMB29.44 million, representing a decrease of 69.7% over
the Corresponding Period. The net profit after extraordinary gains and losses, ie., foreign
exchange gains and losses and interest income, amounted to RMB33.49 million, representing
a decrease of 36.8% over the Corresponding Period. The decrease in profit has prompted
serious attention and careful reflection of the management, and the Group took measures
in many aspects to enhance management efforts for effective improvement of business
performance. Major measures include to: (1) enrich multi-site practicing physicians of the
Group and strengthen the training of full-time physicians; regularly organize professional
training and academic seminars to ensure first-class medical services are provided to the
patients; (2) regularly organize the Medical Quality Management Committee to supervise
and inspect all hospitals and strengthen the management of hospital services and medical
quality; (3) align the management and operation team of each hospital and optimize the
incentive and supervision mechanisms according to performance appraisal; (4) accelerate
the development of new growth points of business and profit in major hospitals, including
overseas ancillary reproduction referral (E9NEEB) AE5EEE), postpartum recovery (B
& 5218), medical aesthetics (BfER %) and maternity care center (A-FHL); and (5)
actively explore diversified marketing channels such as new media with an effort to reduce

the impact of traditional marketing channels on the Group's performance.

During the past year when pressures intertwined with challenges, the Group has
confronted the difficulties and made active exploration under the severe market
environment, making achievements in areas such as construction of new hospitals and

investment in mergers and acquisitions.
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MANAGEMENT DISCUSSION AND ANALYSIS (conTINUED)

Construction of New Hospitals

The Group gradually optimized and refined its regional layout by expanding into
regions such as the Yangtze River Delta and inland provinces with large population. In
2016, through loan convertible into shares, the Group entered Wuxi market by jointly
establishing Wuxi HarMoniCare Hospital with a construction area of approximately
['1,500 square meters and planned to set up 60 beds. The project was listed as one of the
key investment projects in Liangxi District of Wuxi. At present, the construction project
has basically been completed and is expected to be officially open for business in mid-
2018. The newly-established Xiamen HarMoniCare Hospital with a planned gross floor
area of approximately 19,200 square meters is in the stage of decoration and design. It
will be built into a Grade Ill specialized hospital with 200 beds and is expected to open for
business by the end of 2018. The newly-established Zhengzhou HarMoniCare Hospital
with a planned gross floor area of approximately 14,800 square meters is in the stage of
decoration and design. It will be built into a Grade Il specialized hospital with 60 beds, and

is expected to open for business by the end of 2018.

Investment in Mergers and Acquisitions

During the Review Period, the Group has accelerated its pace of mergers and acquisitions
of high-quality subjects. Heilongjiang HarMoniCare Hospital acquired by the Group at the
end of 2016 recorded a better performance during the year, with revenue amounting

to RMB75.17 million, representing an increase of 21.2% as compared with that of the

Corresponding Period. In July 2017, the Group acquired 51% equity interest of Nantong
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MANAGEMENT DISCUSSION AND ANALYSIS (conTINUED)

EEENWmR D@

Hemeijia Hospital which contributed a revenue amounting to RMB37.75 million (5 months
in total from August 2017 to December 2017) after it had been consolidated into the
Group, representing an increase of 22.9% as compared with the Corresponding Period.
In November 2017, the Group entered into an equity acquisition agreement with Beijing
Huafu Hospital for the agreed acquisition of 51% of its equity interest. Adjacent to the
CBD district of Beijing, Beijing Huafu Hospital enjoys an excellent geographical position,
rich resources of experts and complete suite of hardware facilities. The acquisition will

effectively enhance the Group's regional concentration and synergies.

In addition, during the Review Period, the Group actively aligned and streamlined our
hospital management and operation team, optimized our incentive and supervision
mechanism, and adopted the Restricted Share Incentive Scheme at the end of 2017.
Within the effective period of the scheme, the Group expects to grant certain share
incentives to management, core experts and employees of the Group so as to to

encourage them to contribute more to the Group.

Industry Outlook and the Group’s Strategy

Industry Outlook

In recent years, the per capita income level in China has been increasing. According to
data released by the National Bureau of Statistics, in 2017, per capita disposable income
of urban residents, per capita consumption expenditure of urban residents and per capita

health expenditure in China increased by 8.3%, 5.9% and | 1.0% respectively. Generations
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from the 80's and the 90's gradually became the mainstream consumer groups in the
Chinese market. Driven by the nationwide two-child policy and consumption upgrade,
more families choose high-end women and children hospitals to experience quality
medical services, women's care for themselves is also on the rise, and consumers concern
about professional maternal and child care, postpartum recovery as well as medical
aesthetics services is becoming manifest. In addition, as the average age of first-birth
women shows an upward trend year after year and the number of pregnant women
of higher age is on the rise, the number of infertility patients in China now stands at 50
million. The market demand for prenatal and postnatal care and auxiliary reproductive

services has also risen sharply.

According to the forecast of industry experts, in the next five years, the birth rate of
second child in China will remain at a relatively high level, effectively offsetting the slight
drop in the birth rate of first child and maintaining the basic stable birth rate of the total
population, while the demand in the obstetrics and gynecology healthcare market will
have stable development. Furthermore, in area of pediatric market, there is a shortage
of resources for pediatricians and the number of newborns under the two-child policy
has increased significantly. As medical resources are in short supply and the demand in
pediatric market will maintain relatively strong, this area will also become the strategic

focus of the Group's business.

The Group’s Strategies

In 2018, while striving to ensure the stable development of existing hospitals and gradually
restore the profit margin, the Group will continue to steadily expand our strategic layout
to increase the Group's overall revenue and total profits, so as to maximize Shareholders’

interests. Our strategies include:

®  Strengthen control of operation to improve performance. Further strengthen the
operational appraisal indicators of existing hospitals and enhance execution of all
hospitals, optimize the incentive and supervision system, proactively implement the
Restricted Share Incentive Scheme and improve human resources management and

development plan;

®  Through self-developed online medical platforms, such as Online Pregnancy Doctor
(BBIELR), to implement integration of online and offline services that offer a

variety of medical service choices to our customers for their convenience;
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N Based on the competitive strengths of each hospital, adjust the product mix
and marketing strategy of each hospital according to local conditions, effectively
promote the change in marketing model to word-of-mouth marketing, implement
multi-channel marketing and reduce overall marketing costs to improve profitability

of hospitals;

®  Strengthen the layout and extension of upstream and downstream industry chains.
Actively engage in business areas such as ancillary reproduction, maternity care
center, postpartum recovery and medical aesthetics to form new profit growth
points and provide integrated services for the medical health of women and

children;

®  Strengthen the business guidance of new hospitals and newly merged hospitals to
reduce the financial impact of new hospitals on the Group in general. Strengthen
the operation and management of newly merged hospitals, enhance synergies

among all hospitals and the Groups, and achieve resources sharing; and

®  Actively explore development models such as merger and acquisition funds for

medical industry, so as to nurture and amass quality projects for the Group.

FINANCIAL REVIEW

During the Review Period, the Group recorded a revenue of RMB924.15 million,
representing an increase of 7.5% as compared with that of RMB859.70 million in the
Corresponding Period. The revenue from the provision of hospital services accounted for
96.1% of the total revenue of the Group in the Review Period, which basically maintained
at a stable level as compared with 97.0% for the Corresponding Period. During the
Review Period, the Group's total gross profit margin was 46.3%, a slight decrease as

compared with 48.9% for the Corresponding Period.

During the Review Period, the Group had a lower income and gross profit from certain
hospitals because of fluctuation in market demand in some areas. The Group also
recorded an exchange loss of RMB20.34 million (the Corresponding Period: exchange
gains of RMB22.18 million) due to the devaluation of the exchange rates of USD and
HKD against RMB. In addition, the administrative expenses incurred by newly constructed
and newly acquired hospitals during the Review Period increased over the Corresponding
Period. As a result, the net profit attributable to owners of the Company of amounted
to RMB27.39 million, representing a decrease of 71.4% as compared with the net profit
attributable to owners of the Company for the Corresponding Period of RMB95.7 |

million.
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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 devices; and (i) supplying
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.

Provision of Hospital Services

The Group has |3 ob-gyn and paediatrics specialty hospitals which mainly provide ob-
gyn and paediatric services. Revenue from 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:
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Year ended 3| December

Bz

Revenue ras 887,802
— Obstetrics —ER} 372,264
—Gynecology —ER 318,181
—Pediatric -8 42,962
—Others —Hft 154,395
Costs of sales and services HE RRBAAR 473,342
Gross profit EH 414,460
Gross profit margin ER=E 46.7%

A3 BLEFE
2016

Percentage of
total revenue
from provision
of hospital
services
1B RT
Wegs e Bl
(RMB000) (%)
(AE¥TT) (BAL)
100.0 833,828 100.0
41.9 364,447 437
358 281,446 338
48 38,509 46
17.5 149,426 17.9

426,194

407,634

48.9%



During the Review Period, revenue from the Group's provision of hospital services
segment reached RMB887.80 million, accounting for 96.1% of our total revenue, of which
income from the obstetrics segment was RMB372.26 million, accounting for 41.9% of our
revenue from hospital services; income from the gynecology segment was RMB318.18
million, accounting for 35.8% of the income from hospital services; and income from
the pediatric segment was RMB42.96 million, accounting for 4.8% of the revenue from
hospital services. In 2017, revenue from the Group's hospital services segment increased
by 6.5% over the revenue of RMB833.83 million for the Corresponding Period. Costs of
our hospital services are mainly medical services costs including pharmaceuticals, medical
devices and consumables, rental costs, employee costs as well as depreciation and
amortization costs. During the Review Period, cost of hospital services was approximately
RMB473.34 million, an increase of |1.1% over the Corresponding Period. During the
Review Period, gross profit margin of hospital services was 46.7%, representing a decrease
of approximately 2 percentage points over the Corresponding Period. The main reasons
for the change in gross profit were that: (1) the revenue did not meet the expected
target due to fluctuations in market demand in some regions; and (2) depreciation and

amortization costs and employee costs increased over the Corresponding Period.

The following table sets forth certain key operational information of the Group for the

periods indicated:

Outpatient visits FIZ BRI (AIR)

Inpatient visits FEhRB(AR)

Average spending per visit (RMB)' BROBETHRE
(AR®%TT)!

Number of registered beds B HRETRREA

at the end of each period

Number of beds in operation EH R L ERIREE
at the end of each period

Number of employees EHRESEE
at the end of each period

Number of employee physicians %5 STEERNELA 2

at the end of each period?
EHRARBORE

Number of contract physicians

at the end of each period®
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Year ended 3| December

BZ A3 BLEE

2016

625,470 585,591
25,556 23,368
1,363.7 1,369.3
1,022 942
742 649
3,689 3241
299 261
287 249



Notes:

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

patient visits.

2. Employee physicians refer to the physicians who only practice at one of our hospitals as our

employees and entered into employment contracts with us.

3. 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 625,470,
representing an increase of 6.8% as compared with that of 585,591 for the Corresponding
Period. Our inpatient visits reached 25,556 during the Review Period, representing an
increase of 9.4% as compared with that of 23,368 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:

[)  Beijing HarMoniCare Hospital

Unit B
Revenue Wizs RMB' 000 ARETT
Gross profit EHM RMB' 000 ARETFT
Outpatient visits FIZ AR Visits AR
Inpatient visits FEh AR Visits AR
Average spending per visit HRKE RMB ARETT

2)  Chongging Modern Hospital

Unit Bfi
Revenue gk RMB' 000 ARETT
Gross profit EM RMB' 000 ARETT
Outpatient visits FIZ AR Visits AR
Inpatient visits {ERAR Visits AR

Average spending per visit BRKE RMB ARET
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REESE - SEMBRERMZ AR 625470
W B HI A 585,59 1 R 18 K 6.8% ¢ [l BE HA
FE BE AR B 25,556 Ak - B[R HA A 23,368
A}kiﬁw% o TREFIFTREAR BN A M

BN A RBRM NS  EFRETERE

;@%ﬂfzﬁ :
) LERAXRER
Change
2016 BE
168,526 209,264 -19.5%
74,373 112,682 34.0%
73,484 86,560 -15.1%
2,350 3213 269%
2,222 2331 47%
) EERRER
Change
2016 BE
93,670 101,933 8.1%
45,365 49904 9.1%
66,486 78,868 -157%
3,192 3937 -189%
1,344 1,231 9.2%



3)  Shenzhen HarMoniCare Hospital

Revenue

Gross profit
Outpatient visits
Inpatient visits

Average spending per visit

4)  Fuzhou Modern Hospital

Revenue

Gross profit
Outpatient visits
Inpatient visits

Average spending per visit

5)  Guangzhou Woman Hospital

Revenue

Gross profit
Outpatient visits
Inpatient visits

Average spending per visit

Hogs
£
P AR
EBEAR
BHRE

Woak
E7
BEZNA
fEBE AR
BRI E

Wosk
£
REZNN
{EBE AR
HREE

Unit

RMB' 000
RMB' 000
Visits
Visits
RMB

Unit

RMB' 000
RMB' 000
Visits
Visits
RMB

Unit

RMB' 000
RMB' 000
Visits
Visits
RMB

ARETT
ARETT
AR

AR
AR

ARETT
ARETT
AR

AR
ARET

0
o
g
f=F

ARBTT
ARETT
AR

AR
AR

3)  RIANEBR

89,020
39,289
35,657
1,037
2,426

4  BNRRER

96,489
52,093
93,642
3,267
996

5) ENZFER

82,519
40,707
76,815
3,668
1,025

2016

98,442
46,589
38,587
1,399
2,462

2016

87,866
46,225
90,472
2906
941

2016

87,650
44,508
80,106
3,691
1,046

Change
25

-9.6%
-157%
-7.6%
-25.9%
-1.5%

Change
25

9.8%
12.7%
3.5%
12.4%
5.8%

Change
25

-5.9%
-8.5%
-4.1%
-0.6%
-2.0%



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 RMB36.35 million (the
Corresponding Period: RMB25.87 million). Revenue from this business segment accounted
for 3.9% 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 RMB427.60 million,
representing an increase of 1.8% as compared with that of RMB419.99 million for the
Corresponding Period. During the Review Period, the total gross profit margin was 46.3%,
a slight decrease as compared with 48.9% for the Corresponding Period, primarily because
the increase in costs of depreciation and amortization, employee, medical devices and

consumables were more than the increase in revenue.

Other Income

During the Review Period, other income decreased to RMBI13.06 million (mainly consisting
of interest income from bank deposits of RMB8.30 million and government grants of
RMBI.6 million), representing a decrease of RMB5.28 million as compared with that of
RMBI8.34 million for the Corresponding Period, primarily attributable to the decrease in

interest income from bank deposits.
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Other Gains and Losses

During the Review Period, other losses amounted to RMBI16.55 million, representing a
decrease of RMB43.81 million as compared with other gains of RMB27.26 million for the
Corresponding Period, primarily due to depreciating exchange rate of US dollar and Hong
Kong dollar against Renminbi, leading to an exchange loss of approximately RMB20.34
million (the Corresponding Period: foreign exchange gains of approximately RMB22.18
million) incurred from the retranslation of the bank deposits denominated in US dollar and
Hong Kong dollar (at the rates prevailing at the end of the Review Period) generated from

the proceeds of the Company's IPO in July 2015 which remained unutilized.

Selling and Distribution Expenses

During the Review Period, selling and distribution expenses was approximately
RMB242.42 million, representing an increase of RMB27.49 million or 12.8% as compared
with that of approximately RMB214.93 million in the Corresponding Period, mainly due
to the increase in the corresponding advertising costs and staff costs associated with the

increase in the size of the Group.

Administrative Expenses

During the Review Period, the Group incurred administrative expenses of RMBI38.91
million, representing an increase of RMBI5.73 million or 12.8% from that of RMB123.18
million in the Corresponding Period, primarily attributable to the (1) corresponding
increase in staff costs and rent of RMB8.78 million associated with the increase in the
size of the Group; (2) start-up costs amounting to RMB2.89 million of the new hospitals
under preparation, namely Xiamen HarMoniCare Hospital and Zhengzhou HarMoniCare
Hospital; and (3) increase of RMB3.15 million in administrative expenses as a result of

acquisitions.

Other Expenses

Other expenses during the Review Period, which mainly consisted of medical disputes
expenditure, penalty expenditure and acquisition-related costs, amounted to RMB4.2|
million, representing an increase of RMBI.44 million or 52.0% as compared with that of
RMB2.77 million in 2016, mainly due to the increase of medical disputes expenditure and

acquisition-related costs.

Income Tax Expense

During the Review Period, the income tax expense amounted to RMB4.51 million,
representing a decrease of RMB22.1 | million or 83.1% as compared with that of
RMB26.62 million in the Corresponding Period, mainly due to the decrease in profit

before tax and increase in deferred income tax assets.
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Net Profit

During the Review Period, net profit attributable to owners of the Company was
RMB27.39 million, representing a decrease of 71.4% from that of RMB95.71 million for
the Corresponding Period. The decrease in the net profit of the Group was primarily
due to (I) decreased revenue and gross profit of certain hospitals of the Group due to
the fluctuations in market demand in some areas; (2) depreciating exchange rate of US
dollar and Hong Kong dollar against Renminbi resulted in significant exchange loss from
retranslation of the deposits denominated in US dollar and Hong Kong dollar (at the
rates prevailing at the end of the Review Period) generated from the proceeds of the
Company's IPO in July 2015 which remained unutilized (whereas an exchange gain was
recorded in the Corresponding Period); and (3) increase in administrative expenses due
to establishment of newly constructed and newly acquired hospitals during the Review

Period compared to those during the Corresponding Period.

FINANCIAL POSITION

Inventories
As at 31 December 2017, the balance of inventories decreased by RMB2.28 million to
RMB22.30 million (2016: RMB24.58 million), primarily due to the decrease in inventories

such as pharmaceuticals and consumables of hospitals.

Trade Receivables

As at 31 December 2017, the balance of trade receivables increased by RMBI7.21 million
from that of the Corresponding Period to RMB46.30 million (2016: RMB29.09 million),
primarily due to increased trade receivables from the sales of pharmaceuticals and medical

devices by Tai He Tang.

Prepayments, Deposits and Other Receivables

As at 31 December 2017, the balance of prepayments, deposits and other receivables
of the Group was RMB34.16 million (mainly consisted of prepayments to suppliers of
RMB35.68 million, prepayments for long-term assets of RMB44.00 million and prepaid
rental of RMB41.57 million), while the balance of prepayments, deposits and other
receivables of the Group as of December 31, 2016 was RMB56.33 million (mainly
consisted of prepayments to suppliers of RMB17.20 million, prepaid rental of RMB22.38

million and prepayments for long-term assets of RMB9.00 million).
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Trade Payables
As at 31 December 2017, the balance of trade payables decreased by RMB0.53 million
or 3.2% to RMBI16.02 million (2016: RMB16.55 million), mainly due to increased size of

purchase of the Group and decreased tumover period.

Other Payables and Accruals

As at 31 December 2017, the balance of other payables and accruals of the Group was
RMB128.54 million, which primarily included advances from patients of RMB75.17 million
and staff cost payables of RMB31.52 million, while as at 31 December 2016 the balance of
other payables of the Group was RMBI141.30 million, which primarily included advances

from patients of RMB95.44 million and staff cost payables of RMB29.1 | million.

Net Current Assets Position

As at 31 December 2017, the Group's net current assets were RMB706.71 million (2016:
RMB932.76 million). The decrease was mainly due to the decrease in cash and bank
deposit of RMB485.00 million combined with the decrease in time deposits of RMB70.00
million in 2017.

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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Net cash generated from operating activities
Net cash generated from (used in)
investing activities
Net cash (used in) financing activities
Net increase (decrease) in cash and

cash equivalents
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Net Cash Generated from Operating Activities

During the Review Period, net cash generated from operating activities was RMB18.69
million, which was primarily attributable to (i) profit before taxation of RMB33.95 million,
as adjusted to reflect non-cash items, which principally included depreciation of property,
plant and equipment of RMB51.20 million, land use right amortization of RMB1.02 million,
other intangible assets amortization of RMB7.45 million and foreign exchange losses of
RMB20.34 million as well as interest income from bank deposits of RMB8.30 million; (i) a
decrease of RMB16.90 million resulting from increased trade receivables; (iii) a decrease of
RMB27.40 million resulting from increased prepayments, deposits and other receivables;
(iv) a decrease of RMB4.40 million resulting from decreased trade payables, a decrease
of RMB13.32 million resulting from decreased other payables and accruals; (v) interest
received on bank deposits in an amount of RMB9.14 million; and (vi) income tax paid of
RMB29.53 million in 2017.

Net Cash Used in Investing Activities

During the Review Period, net cash used in investing activities was RMB351.95 million,
which was primarily attributable to (i) net cash generated from purchase and redemption
of wealth management products of bank and relevant interest income in an amount of
RMB3.28 million; (ii) the purchase of property, plant and equipment and other intangible
assets of approximately RMBI21.13 million (mainly consisting of (a) purchase of fixed
assets and expenses mainly for construction-in-progress of new construction of hospitals
and hospital areas etc., of approximately RMBI19.94 million; and (b) expenses for
purchase of software system of approximately RMBI.19 million); (iii) the loans convertible
into shares extended to Wuxi HarMoniCare Hospital of approximately RMB48.00 million;
(iv) deposit paid for the proposed acquisitions of businesses and loans amounting to
RMB175.96 million which mainly included deposit of RMB35.00 million paid for conducting
due diligence in respect of proposed acquisitions by the Group, advance to Beijing Huafu
Hospital of RMBI10.96 million, and advance of RMB29.00 million to our associates Hibaby
and Selford and subsequent repayment from the same of RMB4.00 miillion; (v) investment
in associates of RMB25.00 million ((a) increase in capital of Hibaby of RMB20.40 million, (b)
investment of RMBO.6 million in the establishment of Selford, (c) increase in the capital of
Deepcare of RMB4.00 million). For details in respect of the loans convertible into shares
extended to Wuxi HarMoniCare Hospital, please refer to the Company’s announcements
dated || October 2016 and 5 February 2018, respectively, published on the websites of
the HKEx and the Company.
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Net Cash Used in Financing Activities

During the Review Period, net cash used in financing activities was RMBI131.33 million,
which was primarily attributable to (i) payment of RMBI3.65 million for purchase of
shares of the Company by the trustee of the Restricted Share Incentive Scheme pursuant
to the Restricted Share Incentive Scheme; (ii) the repayment to Bosheng Medical which
is a connected party in a total amount of RMB69.60 million in respect of an interest-free
loan extended to Heilongjiang HarMoniCare Hospital; (iii) the distribution of the dividend
for 2016 amounting to approximately RMB37.85 million; and (iv) the acquisition of the
minority interests in Chongging Liren Hospital, Guangzhou Woman Hospital and Guiyang
Modern Hospital for a total amount of RMB6.24 million.

Significant Investments, Acquisitions and Disposals

During the Review Period, the Group acquired Nantong Hemeijia Hospital in July 2017
and entered into an acquisition agreement with Beijing Huafu Hospital in November 2017.
For details, please refer to the Company's announcements published on July 10, 2017 and

November 16, 2017, respectively, on the 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, upgrading and improvement of the
Group's IT system, and expenditure for construction of new hospitals and new hospital
areas. The amount of capital expenditures of the Group was approximately RMBI21.13
million for the Review Period, representing an increase of RMB70.82 million as compared
with that of the Corresponding Period. During the Review Period, our capital expenditures
principally included: (i) purchase of fixed assets, expenses for construction-in-progress of
hospitals of approximately RMB19.94 million; and (ii) expenses for purchase of software

system of approximately RMB/I.19 million.

Use of Proceeds from the Global Offering

The net proceeds the Company obtained from the issuance of new Shares through
the Global Offering are approximately RMBI,127 million (equivalent to approximately
HK$ 1,427 million upon listing) after excluding the underwriting fees and relevant expenses,
and as at 3| December 2017, the unutilized balance of net proceeds of RMB477.60

million were deposited in the bank account of the Group.
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The net proceeds from the Global Offering have been and will be utilized in accordance
with the intended uses as disclosed in the Prospectus of the Company and subsequently
revised in the announcements issued by the Company dated 16 June 2017, 25 October
2017 and 23 November 2017. The table below sets out the intended uses and actual

application of the net proceeds as at 3| December 2017

A3 BIEMERERER -

Unutilized

Net Proceeds

Revised Revised Actual Usage as at
Allocation of Percentage up to 31 December
Usage of of Total 31 December 2017
Net Proceeds Net Proceeds 2017 R20175F
EEIE EEIE BEWITE 12A318
FEREFE  HRRERE 12A3IAL XBRAH
Intended Use of Net Proceeds FEREFERERR R ik FELA  NERERLE ERERE
(RMB Million) (RMB Milion) (RMB Milion)
(ANREEET) ANREEBZET) (AREEET)
Establishing new hospitals in Xiamen, REF - BN R M- 2903 258% 5340 23690
Zhengzhou, Nanjing, Hangzhou, EM R AN R B
Suzhou and Fuzhou
Upgrading the faciities of the existing AERERRAFRHER 827 73% 8270 -
hospitals and purchasing BERE
additional equipment
Upgrading and improving the IT system AERYREERM RS 163 1.5% 420 12,10
Acquinng new hospitals Lhe:sin 1o 5850 519% 358.60 22640
Working capital and other LEAeRAM—REERE 1127 100% 11050 220
general corporate uses
Expanding into upstream and R ETHREE 400 35% 4000 =
downstream industries
Total @t 11270 100% 649.40 47160



MANAGEMENT DISCUSSION AND ANALYSIS (conTINUED)

EEENWmR D@

INDEBTEDNESS

Borrowings

As at 3| December 2017, the Group had no significant borrowings (2016: Nil).

Contingent Liabilities

As at 31 December 2017, the Group had a few medical disputes arising in the ordinary
and usual course of business. Based on the existing pending claims and potential claims
as at 31 December 2017, an estimated amount of RMB0.90 million was recognised as

provision for medical dispute claims as of 31 December 2017 (2016: RMBI1.05 million).

Exposure to Fluctuation in Exchange Rates

As at 31 December 2017, the Group has cash and cash equivalents denominated in
USD and HKD, while the Consolidated Financial Statements of the Group are presented
in RMB. During the Review Period, there is no derivative contract to hedge against our

exposure to currency risk but we will closely monitor such risk on an ongoing basis.
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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 3| December 2017, there was no charge on the assets of the Group (2016: Nil).

Capital Commitments

As at 31 December 2017, the Group had contractual obligations of approximately
RMB271.92 million, representing an increase of RMB270.28 million as compared to that
of approximately RMB1.64 million as at 31 December 2016, which was mainly due to the
increase in capital commitments for the new hospital area of Nantong Hemeijia Hospital

and newly built hospitals.

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, time deposits, cash and cash equivalents, trade payables, other
payables and amounts due to related parties. The management manages and monitors
risk exposures to ensure appropriate measures are implemented on a timely and effective

manner.

Gearing Ratio
As at 31 December 2017, the Group had no significant interest-bearing liabilities. The
Group's gearing ratio was nil as at 31 December 2017 (2016: Nil).
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DIRECTORS

Executive Directors

Mr. Lin Yuming (%k EBR), aged 48, 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 Modem Hospital from August 2003 to July 2004, and the
executive director and general manager of Beijing Modern Woman Hospital Investment
Management Co,, Ltd. Gt IR L F Bl IR E B IR AR A F)) 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, (ii) Guangzhou
Woman Hospital since July 2008; (iii) Chongging Wanzhou HarMoniCare Hospital since
March 2009; (iv) Guiyang HarMoniCare Hospital since May 2009; (v) Chongging Fuling
HarMoniCare Hospital since June 2009; (vi) Fuzhou Modem Hospital since January 2010;
(vii) Shenzhen HarMoniCare Hospital since July 2010; (viii) Guiyang Modem Hospital since
March 2011; (ix) Beijing HarMoniCare Hospital since June 201 I; (x) Chongging Liren
Hospital since August 2013; and (xi) Chongging Modern 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.
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Mr. Fang Zhifeng (5% #), aged 44, 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 Modem Hospital and
Fuzhou Modem Hospital. Mr. Fang has also served as a director and a vice president of
HarMoniCare Management 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 (78 T %5
B REERER) from August 1995 to October 2002. He also worked for Putian
Food and Drug Administration (EH MR mEmEBEER) from August 2002 to
October 2005. Mr. Fang studied in clinical medicine at Fujian Medical School (f@2% £
Br) 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.

Mr. Zhao Xingli (18 1), aged 44, 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 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 Hospital
from August 2003 to July 2004, mainly responsible for assisting the chairman in managing
Shanxi Modern Hospital. He served as the assistant to the general manager of Beijing
Modem Woman Hospital Investment Management Co,, Ltd. At RIBR L T ERIEEE
EEMRAF]) from August 2004 to December 2005, mainly responsible for the general
management of the hospital. Mr. Zhao studied public relations at Taiyuan University (7
JRAKE) 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.
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Non-executive Directors

Mr. Lin Yuguo (BkEME), aged 45, 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 since
July 2014. He also serves as a director of Honeycare Intemnational Investment Limited,
our substantial Shareholder. Mr. Lin is the organizer of Changsha Liren Obstetrics and
Gynecology Hospital (R BAFEEPT) 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. (F/8F B ERIETEEIREIR
A 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.

Mr. Qiu Jianwei (BBE1&), aged 41, 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 Assets Management Co., Ltd. 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 of Taikang Community since March 2010 and the general manager of the Office
Business Department of Taikang Community from March 2010 to September 2017.
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
a 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.
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Mr. Xu Jun (RE), aged 49, 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 Assets Management Co., Ltd. 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 (79)1| %1% B3 8 & B AR {5 B R 2 F)) 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
a bachelor's degree in Applied Physics. He obtained a doctorate degree in Physics from

Columbia University.
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Independent Non-executive Directors

Mr. Kong Aiguo (FLEEl), aged 50, 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 was appointed as an independent non-executive
director of China Oceanwide International Financial Limited (formerly known as Quam
Limited), a company listed on the Stock Exchange (Stock code: 952), with effect from 3
February 2017. 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 (J5/&), aged 47, 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 Consulting
Co,, Ltd. (“Shanghai Krdream") since August 2010, mainly responsible for overall
management and operation. Ms. Fang served as the finance director of InBev Management
(Shanghai) Co,, Ltd. (RIBRXEE(LE)BRAA]) from June 2007 to June 2010
mainly responsible for financial management. Ms. Fang has also served as an independent
director of Zhejiang Hexin Industry Group Co,, Ltd, a company 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 (8851 /), aged 60, 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 full-time professor
in economics and the director at the Centre for Healthcare Management and Policy of
China Europe International Business School (FREXEIER T E0t) since April 2012. Mr.
Cai has also served as an independent director of Zhejiang Dian Diagnostics Co,, Ltd, a
company listed on the Shenzhen Stock Exchange (Stock Code: 300244), since May 2014
and an independent non-executive director of Shanghai Pharmaceuticals Holding Co., Ltd,
a company listed on the 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. He obtained a Sun Yefang Award in economic science paper in
1991 from Sun Yefang Foundation ()8 7 & BERIZE £ ®), and an Excellent Paper
Award in Shanghai Federation of Social Science Associations Seventh Annual Academic
Seminar from Shanghai Federation of Social Science Associations (/& T fL & 12 Rk

AE)in 2009.

SENIOR MANAGEMENT
For the biographical details of Mr. Lin Yuming (#8 & 8H), Mr. Zhao Xingli (8% /1) and Mr.

Fang Zhifeng (77 58#), please see “— Directors — Executive Directors”.

Mr. Chen Wei (BR1E), aged 39, joined our Group in March 2015 and is a vice president
and 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. (2£
FEHBREAE2RF) 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. (B{ER 7R B R 2 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 (A28 in July 2002 and a master's degree in management from
Shanghai University of Finance and Economics (/881 A& K 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. Li Wenfeng (ZE3CBl), aged 62, 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 vice president
of HarMoniCare Management since January 2015, mainly responsible for procurement
and internal administration. Mr. Li served as deputy general manager of Shanxi Modemn
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; (ii)
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; (vii) Chongging Modern Hospital since April 2014; and (viii)
Nantong Hemeijia Hospital since July 2017. Mr. Li obtained a certificate of completion in
modemn hospital management from School of Continuing Education, Tsinghua University

in September 2010.

Mr. Ren Jinhui (fE€¥8), aged 42, is a vice president and chief financial officer 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 from March 2015 to August 2017, mainly responsible for
assisting the chairman in discharging his duties. Mr. Ren has served as vice president and
chief financial officer of HarMoniCare Management from August 2017, mainly responsible
for financial management. Mr. Ren has served as a director of Nantong Hemeijia Hospital,
a member of the Group since July 2017. Mr. Ren served as auditing director and 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 double
bachelor's degrees in economics and laws, respectively, from Jiangxi University of Finance
and Economics (LPEFIAEARE) 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
(FEARZEFE A FE) and the State Administration of Taxation of the PRC (FZEA
RAFMBEEK S SD) 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 2017.

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 40 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 8 to 9 of this annual report,
“Financial Summary” on page 10 of this annual report, and “Management Discussion and
Analysis — Business Overview and Outlook” on pages || to |6 of this annual report.
The financial risk management objectives and policies of the Group are set out in note 4|
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 2017 are
set out in note 43 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.
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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" below for our

policies regarding recruiting and retaining our staff members.

See the section headed “Staff" below 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 and share awards 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 intemal
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.

AT BB

ERMELRS - B RBEERANGERE
i EEABREMEBAR  RMABKRNE
BAREXI-TOPE - BRAMNRERR

BEIMNHK  FLHUNEI]—&-

BRBARNKGIE - BRMBERAT BEZH
15 B2RATIET | —#rHd -

ERBK
AEERART BENAEBHRRMEE
RTRENEE AMARNEETRYER
& BEAEBHHHIRL  RERRHEEEZ
Ris - UEREENTHELR -

Bt
0]
[

AGERBIRREEMNER.— RETRE
HRFMBENTIERE Ikbyxiﬁ N

SEREHRARFNOFHGE  LREETH
%ﬁ’ﬁ%$ﬁ%%ﬂ%%°$%§ﬁﬁﬁ@

FNE IR TRERELRD D URERE
BYEAEENEREEEMNET - A£EA
BTRETHE  BRABEIMHIEE
BRUENFIRE  LMEEIHRAARE -
BETERSBEXBORNEREN T -



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 26 to the consolidated financial

statements in this annual report.

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
obtain 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, anticorruption 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
days credit term. For an aging analysis of our trade payables, please refer to note 29 to the

consolidated financial statements in this annual report.
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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 conceming 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 76 to 100 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 Islands 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.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2017 are set out in the section
headed “Consolidated Statement of Profit or Loss and Other Comprehensive Income” on

pages 108 to 109 of this annual report.

The Board did not recommend the payment of a final dividend for the year ended 3|
December 2017 (2016: RMB5.0 cents per Share).

SHARE CAPITAL

Details of the movements in the share capital of the Company for the year ended 3|
December 2017 are set out in note 32 to the consolidated financial statements in this

annual report.
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RESERVES

Details of the movements in the reserves of the Group for the year ended 31 December
2017 are set out in the section headed “Consolidated Statement of Changes in Equity” on
pages |12 to |14 of this annual report.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, and subject to the provisions of the
Avrticles of Association, the share premium account of the Company may be applied for
distribution to shareholders provided that immediately following the date on which the
distribution is proposed to be paid, the Company is able to pay its debts as they fall due in
the ordinary course of business.

As at 31 December 2017, the aggregate amount of distributable reserves, including
share premium and retained profits of the Company was RMBI,304,462,000 (2016é:
RMBI,321,328,000).

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 page 10 of this
annual report.

DONATIONS

Charitable and other donations made by the Group during the Review Period amounted
to RMB62,000 (2016: RMB23,000).

PLEDGE OF ASSETS

As at 3| December 2017, there was no charge on the assets of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2017, 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
19.9% (2016: 19.0%) of the total purchases of the Group for the Review Period and
purchases from the largest supplier accounted for approximately 9.6% (2016: 7.7%) of our
total purchases.
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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)

Non-executive Directors

Mr. Lin Yuguo
Mr. Qiu Jianwei

Mr. Xu Jun

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 Yuguo, Mr. Kong
Aiguo and Mr. Cai Jiangnan shall retire as Directors at the forthcoming AGM. All of the
above retiring Directors are eligible for re-election and will offer themselves for re-election

thereat.
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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 30 to 36 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 for an initial term of three vears
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).

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 |2 to the consolidated financial statements in this annual report.

EMPLOYEES AND REMUNERATION POLICY

As of 31 December 2017, the Group had 3,724 employees (31 December 2016: 3277),
of which 3,689 employees (31 December 2016: 3,241) were involved in the general
hospital services and management sector and 35 employees (31 December 2016: 36)
in the supply of pharmaceuticals and medical devices sector. Total staff remuneration
expenses including Directors’ remuneration for the Review Period amounted to RMB341.7
million (the Corresponding Period: RMB306.9 million). Remuneration is determined with
reference to performance, skills, qualifications and experience of the staff concered 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, the Share Option Scheme and the Restricted Share Incentive Scheme.
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The Group has adopted the Share Option Scheme and the Restricted Share Incentive
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.

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 2017. No new business opportunity was informed by them as at 3|1 December

2017.

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 3| December 2017.

R B TR B T 8 IR 1 AR 10 BB &t
J NARERZEERRSHARE AR
BHEBRRRE 2R -

AEETRESABFERENBELAOE -

ExMemyMZEeEN YKEFSH
K- RETEFHEREZRABESNL
B BAEREET MABNER ARANE
BRERRTNEER

BUEHTESNE LM
ARRRERELTHRNELIGERINEESE
VHRTESHEBIMEMELNEERER
Ko RARAIRA - BELWRAMEMES
PRBVENTEEEABUAL -

RRFAEE

MBRERMEE  ERNERBEMERL
A T Homecare B 1A /1N 5 5 2218 [/] X 1 A 7%
# ERRERAMAERR T RBZEMLE
I BEBTERBREREIHEARE
EEFMKERAIMNTERFEXAEERH
BEBENTAE M A R ETAEZKHE
BHRASEEBEERGFRUEBKRENE
B RECTENARAEEER  BERE
Z17F12A31 BIEFEEEFRFHAMRE
BONTREFRZE - R2017F 128318 %
WRMSHEBHKS -

BUYFNTESCENTRILENEER
o WRAEMNER LA MHomecare R E &
017F 12A3I BEFECEBTFIBRFAR ©



DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

Saved as disclosed in this annual report, as of 31 December 2017, 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 2017, 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:

Long positions in Shares

Nature of interest

EEHE

Name of Director

ESnS

Mr. Lin Yuming®e'®

HEBR L O

Interest of controlled corporation
LR ER
Note:

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.

Number of Shares held
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Save as disclosed above, as at 31 December 2017, so far as is known to 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.

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.

Purpose
The purpose of the Share Option Scheme s 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.
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Life of the Share Option Scheme

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

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, there is no outstanding share options of the Share Option

Scheme.

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 |2-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 |5 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 (i) the expiration of the Share Option

Scheme.
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9. Basis of determining the subscription price 9. RBEETEE

The price per Share at which a grantee may subscribe for Shares upon exercise of ERARTEBERENBBRONER

an option (the “Exercise Price”) shall be a price determined by the Board but in BOBHRITEER)EHEEGR

any event shall be at least the highest of: E o BEEABATIARERNTES
x

() the closing price of the Shares as stated in the Stock Exchange’s daily () HEERTEREBH(LVERLEXR)
quotations sheets on the date on which the option is granted (must be a BRI B A2 P B ek EROURTT(E
business day);

(i) the average closing price of the Shares as stated in the Stock Exchange's daily (i) BERTEREADHAMELEA
quotations sheets for the five business days immediately preceding the date R TR & LM mEZ T
on which the option is granted; while if the Company has been listed for less B WARARIE LM ARAEZ:
than five business days, the new issue price shall be regarded as the closing B EITERER LT AT
price for the business day in any period prior to the listing; and AEFEARKHE: &

(i) the nominal value of the Share. (i) RDEEME

On 13 July 2015, an aggregate of 16,113,800 share options were granted by the RWISE7TABA AR AEKELA &
Company. The share options granted include certain financial performance target of the 16,113,800 MR HE - RILZBIREBEET
Company and performance appraisal of the eligible participants. The financial performance AR ARIBBEE B ERAERZHEENENE

target conditions of the Company for the share options becoming vested are: %o BRERERE 2 AARMBEER TN
B
Assessment period Growth of revenue Growth of net profit Exercise period
E%H BEPARRE FREERE TR
2015.1.1-2015.12.31 5% YoY 20% YoY From 2016.7.13 to 2021.6.8
IRELIE & 5% IR IR & 20% H20167.1322021.68
2016.1.1-2016.12.31 10% YoY 25% YoY From 2017.7.13 t0 2021.6.8
IR 10% IR & 25% B2017.7.1322021.68
2017.1.1-2017.12.31 15% YoY 30% YoY From 2018.7.13 to 2021.6.8
RS 15% IR 52 % 30% B20187.13%2021.68

As the 2017 annual results of the Company did not fulfill the required financial ARARR 2017 FFREEEREIER 2 B

performance target, the share options falling under the assessment period of | January BEERRE RUER2017F1AI1BE017F

2017 to 31 December 2017 will not be vested. Pursuant to the relevant terms of grant of A3 Bzt ANBRIESTSRE -

the share options and requirements under the Share Option Scheme, such share options ~ TREEAR#ERT 8118 T 1% B AR A M0 AR A 6 3k R

not becoming vested shall lapse and shall be cancelled by the Company. T RERBE 2 ERER AR A
RAIEEH o



The summary below sets out the details of movement of options granted during the year REBREEIR 2 BRERBZ2017F 12

ended 31 December 2017 pursuant to the Share Option Scheme: A3 BILFENESFERRNT -
Number of share options
BREXE

Cancelled/ Balance as at

Exercise  Balanceasat  Granted during Exercised  lapsed during 3| December
Category/Name Date of grant price (HK$) | January 2017 theyear  during the year the year 2017
RI17% RER  R2I7E
£/ 8% RHAH TRE(ER) BB  REARYE  RERTE  HE/%% RA3NBEHR
Directors
g2
Zhao Xingl I3 July 2015 7.1 532,000 - N/A (532,000) -
HBEN WISFTRI3A TEA
Fang Zhifeng 13 July 2015 7.1 672,000 - N/A (672,000) -
hisHk WISFTRI3A TR
Senior Management
SREEE
Li Wenfeng I3 July 2015 7.1 529,760 - NIA (529,760) -
e3¢ WISFTRI3H TEA
Ren Jinhui 13 July 2015 71 308,000 - N/A (308,000) -
iy 015F7R 138 TER
Subtotal /5T 2041760 — (2041,760) —
Other employees of the Group
(Note 1) 13 July 2015 7. 1,912,855 — N/A (1912855) —
ARBEMEE (M)  2015F7A13A TER

Total @5 3954615 = (3954615) =



Notes:

Other employees of the Group includes a former senior management.

Each of the grantees to whom the above share options have been conditionally granted

under the Share Option Scheme will be entitled to exercise:

(i) as to 30%, from the date of the first anniversary of the date of grant, i.e. I3 July
2016, to the date the Share Option Scheme will expire, i.e. 8 June 2021 (both dates

inclusive);

(i) asto 35%, from the date of the second anniversary of the date of grant, i.e. |3 July
2017, to the date the Share Option Scheme will expire, i.e. 8 June 2021 (both dates

inclusive); and

(i) as to 35%, from the date of the third anniversary of the date of grant, ie. |3 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 |3 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 49 of this annual report regarding the performance target of
the Company. Of the share options granted on |3 July 2015, 139,860 share options lapsed
because employee left the Group in 2017, and an aggregate of 3,814,755 share options were
not vested because the performance target of the Company for the year 2017 has not been

fulfilled and were thus cancelled.
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RESTRICTED SHARE INCENTIVE SCHEME

On 21 December 2017, the RSI Scheme of the Company was approved and adopted by

the Board.

()

©)

Purpose

The purpose of the RSI Scheme are (i) to recognise and motivate the key
management personnel and persons who made special contribution to the
Company; (i) to enhance the value of the Company and further align the interests
of the selected participants directly with those of the shareholders of the Company
through ownership of Shares; and (iii) to help the Company to retain the selected

participants in attaining the long-term business goals of the Company.

Eligible Persons

Pursuant to the RSI Scheme, the Board may, from time to time, in its sole and
absolute discretion, select eligible persons to be selected participant(s) (the “RSI
Participants”) after taking into various factors as they deem appropriate and
determine the number and the price of award shares to be awarded to each
selected participant. Eligible persons shall cover key management personnel
(including the directors and mid-level and senior management, core experts and

core employees), and persons who made special contribution to the Group.

Administration

The RSI Scheme shall be subject to the administration of the Board and the
Trustee (as defined below) in accordance with rules of the RSI Scheme and the
trust deed in respect of the appointment of the Trustee for the administration of
the RSI Scheme. The Board may act through the authorised representatives of the
Company to give instructions or notices to the Trustee on matters in connection
with the operation and administration of the RSI Scheme and the trust. The
Company has appointed The Core Trust Company Limited as the trustee (the
“Trustee”) to assist with the administration and vesting of award shares granted
pursuant to the RSI Scheme. The Trustee shall hold the Shares under the RS
Scheme and any economic benefits to be derived from such Shares in accordance

with the RSI Scheme Rules and the terms of the trust deed.
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)

(6)

Maximum Limit

The Board shall not make any further award of award shares which will result in the
aggregate number of award shares awarded by the Board throughout the duration
of the RSI Scheme to exceed 5% of the total number of issued Shares of the

Company as at 21 December 2017.
Operation

The Board may, from time to time, in its sole and absolute discretion, select the RSI
Participants after taking into account various factors as they deem appropriate and
determine the number and the price of the award shares to be awarded to each

RSI Participant.

Pursuant to the RSI Scheme Rules, the Board shall cause to pay the Trustee the
purchase price and the related expenses from the Group's internal resources
for the grant of the award shares and the Trustee shall apply the purchase price
to purchase from the open market all of the award shares to be awarded under
the RSI Scheme and shall hold such award shares until they are vested to the RS
Participants in accordance with the RSI Scheme, the Trust Deed and/or terms
of specific grants. For the avoidance of doubt, all Shares purchased as aforesaid
shall only be used for allocation to the RSI Participants in accordance with the RSI

Scheme rules.

Restrictions

No award shall be made to RSI Participants, no payment for the purchase of Shares
shall be made to the Trustee and no directions or recommendation to acquire
Shares shall be given to the Trustee under the RSI Scheme where any Director is in
possession of unpublished inside information in relation to the Company or where
dealings by Directors are prohibited under any code or requirement of the Listing

Rules and all applicable laws from time to time.

a3

EFQTRE-—SRERBRG - NE
EZTRNBRBHIMERGD ME B HE
R RERM BEEBARAN2017
F12021 BEBETRIDBEH 5%

E1F

EFORERBBARRAENTE2HE
BEHELRRE B R EE
HE o LB SRHIERDAEE R
BRTEBR MDA MER

RERFIER D AR EFE
AR RE RO A RSB N E
BRAXFAXNBEEERRMEBER -
MXEARKEEERANETEEE
BT A AR AR IR O 1 x4 B B &t B A
RENZBED  TRSAZSZBMR
0 BEEZFBAO LRI BB
2 ERRBR/FABRLNGRE
BRBRHERDABERAL - B
EE A LB B BRER HE
Befn BB at 215 A2 MR B TR HI1E
BT HBER -

R

EEMEZRAABARANHRRH
AR EM AR EHRR R EER
HERNTARRTRLEFTETRS
BT  BASRIER IR RE
AT B 1A IR B 1 B 0 7 B 1 R A o R
BT ERAXEAXIMNBERDHOR
B SRR FEAE L RERD
N



)
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(10)

Vesting and Lapse

A RSI Participant shall be entitled to receive the award shares held by the Trustee
in accordance with the vesting schedule. Details of the vesting schedule, vesting
conditions and terms of lapse of the grant will be stipulated in individual award

letters to be sent to the RSI Participants by the Company.

Voting Rights

The Trustee shall not exercise the voting rights in respect of any Shares held under

the trust including but not limited to the award shares.
Duration and Termination

The RSI Scheme shall be effective from the 21 December 2017 and shall continue
in full force and effect for a term of 10 years or such date of early termination
as determined by the Board provided that such termination shall not affect any

subsisting rights of any RSI Participant.

Alteration of the RSI Scheme

The RSI Scheme may be altered in any respect from time to time by a resolution of
the Board provided that such alteration shall not affect any subsisting rights of any
RSI Participants.

As at 31 December 2017, an aggregate of 5,404,000 Shares were held by the RSI Trustee,

representing approximately 0.71% of the Shares in issue as at the date of this annual

report. As at the date of this annual report and during the year ended 31 December 2017,

no award shares has been awarded or agreed to be awarded under the RSI Scheme, nor

has any awarded shares been cancelled.

(10)
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT POSITIONS IN TERERAQATRGREBRG 2ERZR

SHARES AND UNDERLYING SHARES OF THE COMPANY

PR
R

As at 31 December 2017, so far as was known to any Director or chief executive of the ROI7E12A318 - BARAESHEET
Company, the following persons (other than the Directors and chief executive of the ~— BABMA * MTAZ(TMERARFEERE
Company) had interests and/or short positions in the Shares or underlying Shares which ZTBAR )RR SAEBR G P EEREE 5
would fall to be disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of REEBROIEXVEE 2 R 358 2 ESUERAK
the SFO or as recorded in the register required to be kept by the Company under section NARBEHCHNA R AIRIEE 5 &S 5D

336 of the SFO.

Long positions in Shares

Name of Shareholder

RR#EEEHB

Homecare!"

Ms. Zhang Qing Hua®
REFRLO

Honeycare International Investment Limited

TK Harmony®

Shanghai Taiyuan®

EBHRRO

Beijing Taikang Investment
Management Co,, Ltd.®)

ITRBEREEERRARC

Taikang Assets Management Co,, Ltd.®

ZREEERAREEARC
Taikang Life Insurance Co,, Ltd.®)

ZEASRRAREEAR

Nature of interest

EEHE

Beneficial owner
ERBEAA
Interest of spouse
AiBfER
Beneficial owner
ExBEBA
Beneficial owner
ERBEAA
Interest of controlled
corporation

R LB #ER
Interest of controlled
corporation

R LB ER
Interest of controlled
corporation

R EE#ER
Interest of controlled
corporation
RIEEEER
Beneficial owner

BEHEAA

EBHRATAFELELMAZER R

NN
R o

REBHER

Number of Shares held

Approximate percentage

of shareholding

HRRHHE HERBAE 2L %
218,252,390 2878
218,252,390 2878

61824518 8.15
78,621,620 1037
78,621,620 1037
78,621,620 1037
78,621,620 1037
78,621,620 1037
121,875,507 1607



Approximate percentage

Name of Shareholder Nature of interest Number of Shares held of shareholding

BRREEEB BEHE BEROHE FRBAOB DL %

Taikang Insurance Group Inc.¥ Interest of controlled 200,497,127 2644
corporation

ZERBREBRNBRAF RimEEER

Harmony Care® Beneficial owner 46,243975 6.10
BRBBA

Mr. Lin Yuhua® Interest of controlled 46,243,975 6.10
corporation

MEFERLS RiE#R

Mr. Lin Yurong® Interest of controlled 46,243975 6.10
corporation

MEEREE® RiE R

Notes: Pt -

l. 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. TK Harmony is directly wholly-owned by Shanghai Taiyuan which is in turn owned as to
99.99% by Taikang Life Insurance Co., Ltd. which is owned as to 100% by Taikang Insurance
Group Inc. Beijing Taikang Investment Management Co., Ltd. is the General Partner of
Shanghai Taiyuan 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. Therefore, each of Shanghai
Taiyuan, Beijing Taikang Investment Management Co., Ltd., Taikang Assets Management
Co,, Ltd, Taikang Life Insurance Co,, Ltd. and Taikang Insurance Group Inc. is deemed to be
interested in the Shares held by TK Harmony and Taikang Insurance Group Inc. is deemed to

be interested in the Shares held by Taikang Life Insurance Co., Ltd.
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4. As far as was known to the Directors, Harmony Care is owned as to 61.36% by Mr. Lin
Yurong and 38.64% 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 2017, 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 and the Restricted Share Incentive
Scheme, at no time during the year ended 31 December 2017 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.

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

During the Review Period, there was no connected transaction of the Group which has to

be disclosed in accordance with the Listing Rules.

Related party transactions that occurred during the Review Period, as set out in Note 38
to the consolidated financial statements in this annual report, also fall under the definition
of connected transactions under Chapter [4A of the Listing Rules and are fully exempt

from shareholders’ approval, annual review and all disclosure requirements.
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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.

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 and the Restricted Share Incentive Scheme as
disclosed on pages 47 to 54 of this annual report, no equity-linked agreements were

entered into by the Company, or existed during the Review Period.

EVENTS AFTER THE REVIEW PERIOD

On 5 February 2018, HarMoniCare Management, Shanghai Medea Hospital Investment
Group Co., Ltd. (E/BXEDEHRIRELEFR D A]) and other cooperation
parties (the “Cooperation Partners”) have entered into a supplemental agreement
to the cooperation agreement in relation to the establishment and operation of Wuxi
HarMoniCare Hospital. Pursuant to the supplemental agreement, the parties agreed
that the estimated total investment amount for Wuxi HarMoniCare Hospital would be
RMB160.0 million. The Cooperation Partners had granted a loan in the amount of RMB8.0
million to Wuxi HarMoniCare Hospital and HarMoniCare Management agreed to extend
a loan of RMBI152.0 million to Wuxi HarMoniCare Hospital at an interest rate separately
agreed by the parties. As of the date of this annual report, HarMoniCare Management
had granted a loan in the amount of RMBI19.5 million to Wuxi HarMoniCare Hospital
and will make available a further loan of RMB32.5 million to Wuxi HarMoniCare Hospital.
Please refer to the announcements dated || October 2016 and 5 February 2018 on the
websites of the Stock Exchange and the Company for further details.
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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.

AGM AND CLOSURES OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the 2018 AGM to be held on
Tuesday, 12 June 2018, the register of members of the Company will be closed from
Thursday, 7 June 2018 to Tuesday, 12 June 2018, both dates inclusive, during which period
no transfer of Shares will be registered. In order to be eligble to attend and vote at the
2018 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
Wednesday, 6 June 2018.

CORPORATE GOVERNANCE

The Corporate Governance Report is set out on pages 61 to 75 of this annual report.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries 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 best 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 2017. 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, 20 March 2018
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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.

In the opinion of the Directors, throughout the year ended 3| December 2017, the
Company has complied with all applicable code provisions as set out in the CG Code,
save and except for code provision A.2.I which states that the roles of chairman and
chief executive 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” 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 year ended 31 December
2017.

The Company has also established 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

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 Committee)
Ms. Fang Lan (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)

The biographical details of the Directors are set out in the section headed “Directors and
Senior Management” on pages 30 to 36 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

Code provision A.2.1 of the CG Code stipulates that the roles of chairman and chief
executive should be separate and should not be performed by the same individual. Mr. Lin
Yuming is the Chairman and President (equivalent to chief executive) 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 year ended 31 December 2017, 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 A4.l of the CG Code stipulates that non-executive directors shall
be appointed for a specific term, subject to re-election, whereas code provision A4.2
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.
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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 subject to renewal upon expiry
of the terms and terminable by either party by giving one month’s written notice to the

other party.

In accordance with the Articles of Association, all Directors are subject to retirement
by rotation and re-election at the 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 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.
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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.

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. Interally-facilitated briefings for Directors
would be arranged and reading material on relevant topics would be provided to
Directors where appropriate. All Directors are encouraged to attend relevant training

courses at the Company's expenses.
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During the year ended 31 December 2017, Mr. Lin Yuming attended four courses
organized by Cheung Kong Graduate School of Business covering a wide range of topics
including the past and future of Japanese style corporate innovation, strategic thinking
and innovation, the way to corporate set up and development, and to look into the
future of enterprises and entrepreneurs from the perspective of government policy and
social development. Mr. Lin Yuming also read articles on overall budget management
and intemnal control. Mr. Fang Zhifeng, Mr. Zhao Xingli, Mr. Lin Yuguo, Mr. Qiu Jianwei
and Mr. Xu Jun had browsed the training webcast launched by the HKEx on Duties of
Directors and Role and Function of Board Committees. Mr. Kong Aiguo attended a
course organized by the Shenzhen Stock Exchange on Further Training to Independent
Directors of Listed Companies. Being a professor in corporate finance, Mr. Kong Aiguo
also read lots of articles and books on corporate governance. Ms. Fang Lan attended
the KRMA micro-consultation training course organized by Shanghai Krdream in relation
to the corporate strategic planning, the strategic budget management and the strategic
budget implementation and evaluation. Mr. Cai Jiangnan read The Innovator's Prescription
— The Way How Revolutionary Innovation Changed Medical Services ( BI¥T&BIE A

BB AT IR B8 1E) and The Qi Pu Blue Book on 2015 to 2016 Chinese Health
Industry Innovation Platform (BUSREREIFTEE) : 2015201 6P BEIRFEEXEIF T A
FERENE)

Relevant reading materials including legal and regulatory update have been provided to

the Directors for their reference and studying.

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 the website of HKEx (www.

hkexnews.hk) and are available to the 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.
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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 concemns
about possible improprieties in financial reporting, interal control or other matters of the

Company.

The Audit Committee held two meetings to review the annual financial results and report
in respect of the year ended 31 December 2016, the interim financial results and report
in respect of the six months ended 30 June 2017, 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 concems about

possible improprieties.

The Audit Committee also met the external auditors twice during the year ended 3|
December 2017.

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 five times during the year ended 31 December 2017
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 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.
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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.

The Nomination Committee met once during the year ended 31 December 2017 to
review the structure, size and composition of the Board and the independence of the
independent non-executive Directors and to consider the qualifications of the retiring
Directors standing for election at the AGM. 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 year ended 31 December 2017, 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 the 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 BEEvHERR

The attendance record of each Director at the Board and Board committee meetings and EEEHREALDAIRNEBZ217F12A31H1E
AGM of the Company held during the year ended 31 December 2017 is set out in the FERIESSRESZECCRMRER
table below: FRGZHRELHEHFIN T

Attendance/Number of Meetings

HERER ERRE

Audit  Remuneration Nomination Annual
Name of Director Board Committee Committee Committee General Meeting
EEns Exg BHRZEET FMZEEE REZEE RRAEAS
Executive Directors
HiTEE
Mr. Lin Yuming 8/8 N/A N/A /1 11
MEREE NER NER
Mr. Fang Zhifeng 8/8 N/A N/A N/A 11
NEEEE TEM NER NEMA
Mr. Zhao Xingli 8/8 N/A 5/5 N/A 11
L NER NEA
Non-executive Directors
FHITEE
Mr. Lin Yuguo 8/8 N/A 5/5 N/A 11
MEBR %L i NEH
Mr. Qiu Jianwei 7/8 22 N/A N/A 11
BEfEEE NER NERA
Mr. Xu Jun 8/8 N/A N/A [/1 11
BRELLE NER NER
Independent Non-executive Directors
BUHHATEE
Mr. Kong Aiguo 8/8 212 5/5 [/1 [/1
HEBRSLAE
Ms. Fang Lan 718 212 5/5 [/1 [/1
HERL
Mr. Cai Jiangnan 6/8 212 5/5 [/1 11

EImksE



The attendance record of Mr. Qiu Jianwei at the Board meeting by his alternate is set out

below:

Name of Alternate Director Board
BRESHS Exg
Mr. Xu Jun 1/8
REEE

Apart from regular Board meetings, the Chairman also held a meeting with the non-
executive Directors (including independent non-executive Directors) without the

presence of executive Directors during the year ended 31 December 2017.

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 willing 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 “Risk Management System", “Anti-Fraud Management

System”, “Internal Control Manual”, etc, and carries out risk management according to

relevant systems.

BRELENEFTSERNDFELH(MRNE
EALRE) BT :

Number of Meetings

SERY
Audit  Remuneration Nomination
Committee Committee Committee
ENERE FMzEE REZEE
N/A N/A N/A
N N N

BRERBRTEFTE SR REZE0017F12
A3BLLFE  ERMEFATEF(BESE
UMTESR) BT - RUBERTEFHROE

=3
i

EREERAHER
ESEAREEBAREERABEZ R
NRBAERBZEE - ZEZRNEEER
MIEHRRAREEREBRE 2R - B2
TEREARERMSBRIELAEMIFBY
R

EZeRRRAATERERARAREKE
BB EABEAENEREE RIZE - YR
ERABEARCRRERERABELRR

ENREEHDESCACEEEYEEER
it BT REREREERABELRS o

ARREHE(EREEHNE) (REKER
#E) - (RERE S F M )F - LREAREFE
PITEREET( -



The Risk Control and Audit Department of the Company is responsible for organizing and
implementing the development of the “Internal Control Manual” and conducting training
and publicizing within the Group, and conducting targeted internal control evaluation of
its subordinate units and preparing internal control evaluation reports to the management
for review. It is also responsible for organizing, coordinating and supervising functional
departments of the Company and business personnel of each unit to carry out risk
identification and risk assessment in key business areas of healthcare industry, assess the
possibility and effects of risks, and provide treatment plans and monitor risk management

progress.

The Risk Control and Audit Department also conducts status assessment tests on major
risk points of key business operations and major risk areas of key business matters in
accordance with the Group's requirements; and reviews the control points in each
process, analyzes the risks that may exist in each control point and describes control
measures in detail. [t performs audit regularly on all units and business departments,
incorporates potential fraud risk points into regular audit and conducts extended
investigations on the potential fraud risks existed in each unit; and evaluates and responds

to key risk matters and reviews the development and implementation of relevant systems.

The Risk Control and Audit Department also assists in developing “Major Risk
Management and Control Measures” and organizing relevant functional departments and
units in our headquarter to conduct evaluation of the Company’s major risks, follows up
major risks and reports to the management in a timely manner. The units and departments
that have encountered related risk matters should identify and analyze related risks
through weekly meetings, monthly business meetings, ad hoc meetings etc. and actively

take countermeasures to resolve existing risks.

Based on the “Internal Control Manual" and other guidance notes, the Risk Control
and Audit Department conducts targeted interal control evaluation on the design and
implementation of interal control of its subordinate units and issues internal control

evaluation reports.

The Risk Control and Audit Department issues an “Internal Audit Report” on related
areas to the Audit Committee every six months to review relevant matters, which
includes summary of risk management and anti-fraud work, development and operation of

internal control system and audit and other work etc.
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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.

The management has confirmed to the Board and the Audit Committee on the
effectiveness of the risk management and internal control systems for the year ended 31

December 2017.

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 year ended 3|
December 2017, and considered that such systems are effective and adequate. The annual
review also covered the financial reporting, intemal 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 year ended 31 December 2017.

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 101 to 107 of this annual report.

AUDITOR’S REMUNERATION

The remuneration paid to the external auditor of the Company, Messrs. Deloitte Touche

Tohmatsu, for the year ended 31 December 2017 is set out below:

Service Category

R R

ERRY
FFEZ IR

Audit Services

Non-audit Services

COMPANY SECRETARY

Mr. Chen Wei, being the Vice President, and Ms. Siy Ling Lung of Tricor Services Limited,
external service provider, are the joint company secretaries of the Company. Ms. Siy was
appointed as the joint company secretary in place of Ms. Ng Sin Yee, Clare following Ms.
Ng's resignation as joint company secretary on 25 October 2017. Ms. Siy'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 Shareholders’ interests and rights, separate resolution will be proposed for
each substantially separate issue at general meetings, including the election of individual
Director. 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.

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.
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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: chenwei789@ | 88.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 year ended 3| December 2017, 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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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Rk -#HE2RERBE

As the largest private obstetrics and gynecology specialty hospital group in the PRC, the
Company and its subsidiaries have been consistently dedicated to providing high quality
gynecologic, obstetric, pediatric and other relevant healthcare services. Harmonicare is
expanding its main businesses in both upstream and downstream directions, including
eugenic genetic screening, post-partum medical recovery, medical beauty, and high-end
post-natal care services. We entered into a strategic cooperation agreement with the
Research Institute of Fudan University in Ningbo and the Affiliated Hospital of Nantong
University to conduct in-depth cooperation in the field of ancillary reproductive treatment
and explore the development of the hospital alliance model. Harmonicare focuses on the
development on the well-being of mothers and infants and actively participates in social
activities for public welfare undertakings. We have won the China Charity Award ({E4
R A5 for two consecutive years. In accordance with the requirements of the core
system of the National Health Commission, Harmonicare prionitized 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.

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF
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Fuffilling 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, strengthening energy
consumption and pollution emissions, 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 customers’ interest,
proactively integrate corporate social responsibility into corporate governance and explore
and fulfill the social responsibilities according to its own situation at a strategic level and for
attaining a sustainable development. In 2017, under the leadership of the Board, the Group
persisted in advancing business innovation and management promotion, consolidating
the market position of its core businesses, 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.

THE SCOPE OF THE REPORT

In the Report, “environmental, social and governance” refers to matters related to
the two subject areas under Appendix 27 “Environmental, Social and Governance
Reporting Guidelines” (the “Guidelines”) of the Listing Rules, namely “Environmental
(Subject Area A)" and “Social (Subject Area B)". For the governance part please
refer to the Governance Report in the Annual Report 2017 of the Company.

The environmental, social and governance information in the Report covers
the main business scope of the headquarters of Harmonicare and its subsidiary
companies, excluding associated companies, joint ventures, joint-stock corporations,
newly-built hospitals and Nantong Hemeijia Hospital (as the newly-built hospitals
were not yet in business and Nantong Hemesijia Hospital was incorporated into the
merger in August 2017, the above related data will be included in the disclosure

scope of the comprehensive performance indicator system of the Group in 2018).
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This report covers the period from | January 2017 to 31 December 2017.

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

Harmonicare.

STAKEHOLDER ENGAGEMENT

The Company actively communicates with stakeholders, finds out their needs on a

timely basis, and responds to them proactively. With regard to the characteristics

of our businesses, our major stakeholders include government regulators, investors/

shareholders, customers, suppliers, employees and communities.

Stakeholders
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Government regulators
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BEE/BE

Customers
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Expectation and aspiration
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BB .

HERERRE

lIl.  ENVIRONMENT

Emissions

The Group mainly provides medical service, during which our pollutants
mainly include medical waste and medical wastewater. In compliance with
“Medical Waste Management Regulations” ( (EEEEWEZIEH) ),
"Medical Waste Management Measures for Medical and Health Institutions”
((BEGFEHERREYEREIE) ), "Disinfection Management
Measures” ( CHEEEHLE) ) and relevant laws and regulations, our
hospitals drew up related regulations explicitly stipulating the classification
of and collecting containers used for medical waste and the requirement
and related process of storage, transfer and disposal of the same to prevent
the spread of contagious disease and environmental pollution arising from

medical waste.

Medical waste

Medical waste, such as used cotton balls, bandage, disposable medical
devices, after-surgery waste products, expired drugs, is generated during
the diagnosis, treatment and immunization of patients. The Group has
formulated and strictly implemented the Medical Waste Management
System accordingly. It regulates the handling of medical waste in the process
of temporary storage, transportation and disposal in hospitals, prevents the
damage to the environment and spread of diseases, in order to effectively
protect human health and safety. The medical waste generated by the
Group's hospitals will be centralized and delivered to the qualified medical

treatment companies for delivery and disposal by type.

236/

AEBTEXBRBERY €&
ERRTIBEAMNSANAER
ENREESK - RE(BEEE
BEERENERMEXEREY
ERGONCESEEMNE)FHE
ERAR - BREITE T HEHE -
HHERTBREDNDBRUES
& T BINEBERNE R
nig - BIEABEENERERR

ERMRRSRER -
BEEYD
ERENETPNDH BRI R

REBBETELNERBOR
BB —RUBESE M
MEEm  BRNERS - KEF
T T(ERENERHE)ARRER
RHIEHT  REBRENERR
MERGFR  EXNEEBRYE
MEHRRELRE  BRKR -
BHRREARRENESZS -
AEEBERMELNERENS —
RHERENBEREYREARSD
BETEERKE -

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RiIE - HERERBSE

The following table shows the amount of medical waste generated by the

Group in the years set out:

iR M Bk g B A wt

STATISTICS OF EMISSION OF MEDICAL WASTE
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As the generation of medical waste is proportional to customers' visits to
hospitals and the demand in clinical business, it is expected that medical
waste may increase along with the growth of hospital revenue, such as the
use of disposable consumables (repeated use is strictly prohibited). We will
strengthen our management and continue to improve the management and

control of medical waste.

Woastewater

Hospital wastewater includes domestic wastewater, wastewater containing
pathogenic microorganisms, and wastewater containing various toxic
chemicals. In order to prevent the pollution to the environment by
wastewater from hospitals, the Company has standardized the construction
and operational management of hospital wastewater treatment facilities,
and has enabled hospitals’ meeting of wastewater discharge standards.
The Company has established the “Wastewater Treatment Management
System” in accordance with “Water Pollution Prevention and Control Law
of the People’s Republic of China" ( (R ZEAREFMEIKSEBEE) )

TREFINFARFEAEEELN
BREVE

0.0014

0.0012

0.001

0.0008

RERRMNELEEPIIRMD
EXBAXBOR R - BB
BEY R e BRI AERM
ERRBY W REEMER
(BRIBHBEHEER) - HFIHRMR
BE - BETEERRYEL -

5K

BRUSKEEEESK SRR
EWEEK - 2R BLEFHNG
KE o RITIEBRHERSKERE
EERG  ARRE T BRSKE
BRmOESNETER  REB
o m KR IBERAER - REB(PE
ARHEFBUIKFRFAEN R EA
RAMBEERRIRE) RAA
fEBR#EERR STKEERER



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIE - HERERBWE

and “Law of the People’s Republic of China on Prevention and Treatment
of Infectious Diseases” ( (B AR HEMBERmHEIAE) ), and as an
effort to support the implementation of “Wastewater Discharge Standard of
Medical Institutions” ( { EEBHEREK)5 R PIBERUZZE) ). It clearly specified
that we should dispose wastewater properly; carry out daily disinfection
and measurement of residual chlorine; keep the wastewater discharge
system operative and smooth; and assure that unsanitized or non-detoxified

wastewater is not discharged.

The following table lists the amount of wastewater discharged by the

Group's hospitals during the years indicated:
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STATISTICS OF DISCHARGE OF WASTEWATER
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As the generation of wastewater is proportional to customers' visits to hospitals and the
need in clinical business, it is expected that emission of wastewater may increase along
with the growth of hospital revenues. The Group's hospitals conduct regular examination
of the condition of wastewater treatment to ensure proper treatment of wastewater. We
will strengthen our management and continue to improve the control and treatment of

the wastewater.

2. Use of Resources 2.
The main areas of resources consumption of the Group's hospitals are
electricity, water and petroleum. The Group has established energy
management measures based on objective energy data, and monitors,

analyzes and controls the use.
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Electricity 2 |

The electricity consumption of our hospitals mainly comes from air BReOENEREERENZEH

conditioning, water heating, lighting and high-power medical equipment. Kig RARSRENERERE
£o

The following table lists the electricity consumption of the Group for the TRIFINARFELAEEEER

years indicated: BREEML

STATISTICS OF ELECTRICITY CONSUMPTION
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: . o AEBEHYRENRERE
The Group's electricity conservation initiatives include:
() HETHAEXEHERZE .
RERERFER  RER
REE- B BHfRx

FEETE:

(1) Establish management standards for electrical equipment, and stipulate
management standards for electricity usage in terms of voltage,

current, and utilization rate according to the types of electrical loads;

Q) BIERRDERABAER
LEDE R FHhEEPRE
BEHAZEHA

(2)  Gradually replace high-power lighting with LED lamps and replace the

aged central air conditioners with hanging air conditioners;

(3) BATHERKERARKE
iR = BRKER

&

(3)  Inspect the office and hospital departments every day after work to

ensure lights are tumed off properly;
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Carry out energy-saving promotion targeted at employees and
require them to tumn off lights not in use and electrical facilities and

equipment in a timely manner;

Make full use of natural lighting and minimize the use of lighting in

public areas such as entrance halls and passageways;

Regulate the use of central air conditioning according to the actual
situation in the hospital - approval is needed and it shall be controlled

by a timer and turned on and off by sessions;

Turn on summer chillers and maintain a moderate temperature of 26

degrees in the public areas and wards of hospitals;

Analyze the actual consumption trend of each hospital on a monthly
basis, sum up experience in a timely manner, find the cause of
abnormalities, and make adjustment or improvement in a timely

manner;

In order to ensure power safety, the maintenance department will

inspect the power lines regularly to prevent power leakage accidents.

Water

The consumption of water in the hospitals mainly comes from cooling

equipment, plumbing, landscaping, washing during medical procedures, water

purification systems, and domestic water.

The following table lists the Group's water consumption in the years

indicated:
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KGRI B AFHE

STATISTICS OF WATER CONSUMPTION
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The Group's water conservation initiatives include:

(1) Arrange special personnel to inspect all water facilities and carefully
check for any cases of “evaporating, emitting, dripping or leaking of
liquid”, and repair or replace the leaking equipment in time to ensure

the normal functionality of the equipment;

(2)  Replace with water-saving showers and close the small valves in public

areas and toilets to control water volume;

(3)  Regulate the opening and closing hours of fountains and pools;

(4)  Carry out regular maintenance and replacement of water facilities
and equipment in the hospitals (central air-conditioning, kitchen

equipment, etc.);

(5)  Organize awareness promotion for all employees on water

conservation awareness.

Petroleum
The fuel consumption of the hospitals mainly consists of the use of official

cars and ambulances.

The table below lists the Group's consumption of petroleum in the years

indicated:
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RIME AR B AR R

STATISTICS OF PETROLEUM CONSUMPTION
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The Group's fuel conservation initiatives include:
, , . . , (1
(1) Standardize the use of official vehicles, improve the efficiency of

vehicles in use, reduce management costs, promote green travel, and

maximize the use of vehicle resources;

(2)  Strictly regulate the use of vehicles strictly in accordance with relevant

provisions of the hospitals. Application and approval for the use of a

car is necessary;
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(3)  The driver must record the mileage, refuelling volume and refuelling
expense for every use, which will be strictly monitored. The official
hospital vehicles shall operate with a driving record table, and the use
of a vehicle shall require a filled “official vehicle application form™: the
odometer on the vehicle will be checked to ensure it matches the
previous car record on the record table. The mileage, time, location,

purpose, etc. will be recorded after use.

Environment and natural resources

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” ( { EE/ZEHRE
KB RIBERUEAE) ) (GB18466-2005) and “Disinfection Management
Measures’ ( CHZEIRME) ). Meanwhile, we disinfect wastewater and
human waste of patients with contagious disease or patients with suspected
contagious disease in accordance with regulations, and conduct safe disposal

control in accordance with national standards. Our staff is also encouraged

to take actions that are accountable to the environment in workplace.
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In 2017, there have been no related matters in the industry in which the
Group operates that have significant impact on the environment and natural

resource.

V.  SOCIAL

Employment

The Group regards employees as its most important and valuable assets for
corporate development, and believes that retaining technical professionals
and outstanding management personnel is of paramount importance to
the human resources management. In accordance with the relevant laws
and regulations such as Labour Law and Labour Contract Law. We have
established and implemented relevant systems such as the Remuneration
Management System and the Labour Contract Management System.
The Group seeks to provide the working environment in harmony and
in order for employees. 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. We focus on personal development,
the work environment and co-governance, and strive to achieve sustainable

improvement on recruitment and talent retention.

In 2017, 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.

In order to retain talent, the Group has formulated the following
measures:
(1) When recruiting, we strictly follow the “recruitment and employment

process” to ensure the high quality of personnel;

(2)  Provide a good working and learning environment, and equip the

hospitals with advanced medical facilities and equipment;
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2.1

(3)  Establish a good remuneration and benefit system and a reasonable
performance appraisal plan, and formulate a reasonable vacation

system;

(4)  Establish a good incentive mechanism and career development space,
combined with the actual situation of the hospitals to maximize the

development platform;

(5)  Carry out diversified cultural activities, create a harmonious working
atmosphere, and promote a large family-style working environment
that supports mutual help, mutual respect, mutual solidarity, and

friendship.

Health and Safety

The Group strictly abides by relevant laws and regulations, including the
Administrative Measures on Radiotherapy ( (BT BEEERIRE) ), the
Prevention and Control of Occupational Diseases Law of the People's
Republic of China ( (P ZEARLMBIBZERPAE) ), the Law on
Licensed Physicians of the People’s Republic of China ( {2 AR £AE
HEERNZE) ) and the Tort Law of the People’s Republic of China ( {#
EARANBREEEZE) ).

In 2017, the Group was not prosecuted for any fatal occupational incident.

To ensure the health of employees, the Group has adopted the following

measures:

(1) Employees are required to provide a medical examination report
for the past three months to eliminate communicable diseases and
diseases that the State stipulates are not suitable for corresponding

positions;
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(2)  The hospitals provide free health check once a year for the
employees, monitors the health status of employees, and give

corresponding suggestions and measures in a timely manner;

(3)  As a prevention of needlestick injuries, surgical knife cuts, splashes
of blood or laboratory reagents or specimens into the eyes, etc,
occupational precautions and treatment have been well in place by
hospital to ensure occupational safety of employees. Precautions
against exposure to infectious diseases and high-risk operations must
be performed to provide employees with preventive measures.

Requirements in the “Professional Health Protection for Medical Staff"
((BHEABBEGEDE) ) must be strictly followed;
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AIDS, Hepatitis B, and Hepatitis C are considered major infectious
diseases. Therefore, health check-ups are performed annually for
workers who have direct contact with blood, infectious diseases,
and dangerous substances. For employees who are involved in the
classification and collection, transportation, temporary storage, and
disposal of medical waste, which have high exposure to infection,

must undergo an annual health check;

Radiation protection measures are provided to personnel engaged in

radiation work and exposure to radiation.

To ensure the safety of employees, the Group has adopted the following

measures:

()

@)

Work-related injury insurance has been arranged for all employees.
Employees suffering from work-related accidents (such as falling, injury
from sharp utensil, and traffic accidents during commuting) can enjoy
full-paid sick leave, and apply for reimbursement of medical expenses

according to related regulations;

The hospitals provide necessary equipment, facilities, and training
for employees who handle medical waste, and establish a system to
provide guidance on the classification and collection of medical waste,
as well as treatment methods, accident prevention, and response

measures after the occurrence of an accident;

The hospitals have established a system to ensure that the operation
of the public equipment is always in a good state, so as to reduce
various risks caused to the employees due to failure of public

equipment, as well to improve the reliability of its safe operation;
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(4)  The hospitals provide employees with training on fire safety, personal
and property safety, and have formulated a system to guide the

protection of safety incidents and emergency measures;

(5)  The Group has established a healthy and safe hospital culture,
and regularly conducts health and safety education and training,
strengthens employees’ health and safety awareness, and provides

employees with a healthy and safe working environment;

(6)  The hospitals have established a security shift mechanism and general
shift mechanism to settle the conflicts between doctors and patients

and prevent medical disturbance cases.

Development and Training

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. The Group constantly
encourages employees to continuously improve their quality through training,
so as to build a high quality and professional management team that meets
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.

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
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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.

There were no violations of labor standards that had a material adverse

effect on the Group during 2017.

Supply Chain Management

The Group's suppliers mainly include agents and distributors of
pharmaceuticals and medical devices. The Group attaches great importance
to managing the environmental and social risks of the supply chain, and
has developed and strictly implemented the Management System for
Supplier Evaluation and the Management System for New Supplier and
Category Approval in accordance with the Pharmaceutical Administration
Law of the People's Republic of China ( (% AR KB &R ERE
%) ), Administrative Measures on the Supervision of the Distribution of
Pharmaceutical Products ( (ZEmiRiBEEERIE) ), Regulations on
the Supervision and Administration of Medical Devices ( B &5
BERED]) ) and other relevant laws and regulations. The qualification

evaluation system has reached a 100% coverage.

Product Responsibility

The Group adheres to the “customer-centric” principle and integrates
with the requirements of the National Health Commission’s core hospital
system to continuously improve the quality of medical care, improve the
standards of medical services, and fully protect customers' safety. Our smiling
service, customer satisfaction survey, and the establishment of customer
complaint channels are all aimed at providing customers with professional,

interationalized, and family-oriented high-end medical services.
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6.1

In 2017, the Group did not have any violations of the rules governing the
use of the Group's products and services that had a significant impact on the

Group.

Customer satisfaction and complaints

The Group's hospitals have a customer service department (the “CS
department”), which is responsible for collecting customers' feedback and
formulating the “Customer Service Management System”. Customers may
complain or provide feedback through multiple channels such as personal
visit, telephone, email, and suggestion box. After receiving the complaint, the
customer service staff shall identify the content of the complaint as soon as
possible, and work to provide a solution in the shortest time and give the
customer a satisfactory response. For example, the Group's subordinate
Shenzhen HarMoniCare Hospital ranked as Shenzhen's most satisfactory
hospital in the gynecology category in 2017, winning the honor for two

consecutive years and has been widely recognized by the public.

The Group' hospitals attach great importance to customers’ complaints and
feedback and will actively respond to the feedback through the following

measures:

(1) Carry regular training on in-hospital services, and supervise, coordinate

and assess the overall quality of service in a hospital;

(2)  Strengthen the service quality management of various departments,
explain to the customers with patience, and comfort the customers’

emotions;

(3)  Enrich the waiting areas and leisure comers, and provide refreshment

services in order to ease customers’ waiting anxiety;
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The hospital leadership will conduct regular inspections to find the

problems and provide guidance in a timely manner;

Continuously improve the CS department related working system and
the internal service procedures according to the development trend

of the medical service industry;

Develop response plans to identify and resolve hidden complaints in a

timely manner, so as to improve customer satisfaction.

Customer privacy protection

The Group's hospitals focus on the protection of customer privacy during

the process of providing medical services and keeping customers” medical

records. In order to protect customer privacy, the following regulations are

formulated and the hospital is required to strictly observe:

()

The Group's hospitals have a medical management department that
specializes in the management of medical records. The hospitals
strictly abide by the Provisions on the Administration of Medical
Records in Medical Institutions ( ( BEMEREEEHRTE) ) in
creating, maintaining, reviewing, duplicating, sealing, or unpacking and
preserving customers’ medical records. They are not allow to access,
process, or lose the medical records at their will, without the consent

of the clients themselves or their families;

The Group also organizes regular training to raise employees’ privacy
awareness and guide them to pay attention to customer privacy
protection, and emphasize that they are not allowed to discuss
customer-related issues in public places (halls, canteens, elevators,

etc);

The employees will draw the curtain or close the door or put on the

“Inspection in progress, please wait" sign when treating customers;

6.2

4 BREIETRLE K&
BHMBEL RS

G) BEBETERENERS
% THTESERMEEL
fEHIE - BIEAHHIZ R
B

6) FIEEHATR KEZFRIL
BREFES  ESRFM
IER

EFRILRE

AEERGEBERY FPEER
LHBERIERPRILNRE
RRERPRNL  BHETUTR
E - WERBRERREST

(1

$ EERRAEKERE
CEMRAREEE B

VF%%< %%%FW
BEEHAE) HEPE

BOETTRIE - iR ‘%F’?Eﬁi
BE - BmHIIFH IRE
ABEPEASRERE
TERESERESH &

2Bk EL

$$Eﬁﬁﬂiﬁﬁm'ﬁ
REINEFRILER
EEFPRILRE $E@ﬁ
Ba(KE - RE  BBE)
AmEE PR BERE

m Eﬂ]h’ :|U

BREEPRUELEM
BEMRED  FHRINGE
AR



4)  The hospitals' information system sets the authority according to the
P Y Y g
position level, access to and extraction of customer information will

not be allowed without authorization.

Anti-corruption

The Group strictly adheres to relevant laws and regulations including the
Company Law of the People’s Republic of China, 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 has formulated an anti-corruption
management system based on the actual situation, and established phone
line and email for complaints and reports which are published on the website
by all units. Employees and business partners may make anonymous reports

through dedicated phone line and email.

The Group has a risk control and audit department that assists the
Company's management in establishing a sound internal control system
through routine auditing, risk management and internal control evaluation to
prevent fraud. Reports in respects of employees or outsiders in real names
or anonymously are subject to anti-fraud investigations, and such cases are

reported to the Board of Directors in a timely manner.

It is forbidden for medical staff to accept red pockets in the Group's
hospitals. Medical staff are not allowed to privately receive any form of
payment or benefits from customers. It also requires all medical staff to

report to management on all cases of customers giving red pockets.

In 2017, 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 were forced to be terminated or stopped performance

due to corruption related non-compliance.
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8.1.

Community investment

The Group adheres to the values of “Building Humanistic Medical Care

and Creating a Brand of 100 Years”, and is committed to contributing to

the community, supporting education, culture and art and other charitable

activities with love. Intemally, the Group establishes a favorable platform for

volunteer services. And extemnally, the Group spared no effort to facilitate a

harmonious society by focusing on environmental protection, promoting the

development on the wellbeing 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.

Charity activities

()

@)

©)

In the China Charity Festival, Harmonicare was awarded with the
“Annual Responsible Brand Award" by the Organizing Committee for

two consecutive years;

The Group's hospitals jointly launched a large-scale charity activity,
namely “Mother's Love in 10 Square Metres” with UNICEF and
opened “Mother's Love in 10 Square Metres” breastfeeding room
at multiple cities across the country to provide a convenient
breastfeeding place for local breastfeeding mothers so as to give more

support and respect to breastfeeding mothers;

Regarding the “Love Donation Ceremony for Study Aid for Making
Dreams Come True" for 2017 organized by the Red Cross Society of
Nangang District, Harbin, the Heilongjiang HarMoniCare Hospital of
the Group, as a love unit that has always been committed to charity
activities, has made contributions and donations to |0 poor students
with excellent results in the 73rd and the 37th secondary schools in
Harbin City,
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)

For the purpose of promoting Epidural Anaesthesia, Harmonicare
cooperates with the No Pain Labor & Delivery-Global Health
Initiative, an American organization to explore Epidural Anaesthesia
technology that suits China's national conditions, and achieved
preliminary results on 8 March 2017 - co-published the “White
Paper on Painless Childbirth in China”, formulating the technical
specifications for Epidural Anaesthesia and outlining the work
responsibilities of the staff at all levels in details, and interpreting
the anomalies that may arise during the Epidural Anaesthesia and
measures. It is a guidance for Epidural Anaesthesia of obstetrics, and
also supports the charity channel “Epidural Anaesthesia in China” at
Tencent.com. which describes the advantages of Epidural Anaesthesia
to the expectant mothers. The hospitals of the Group sent blessings

to the pregnant women in relation to their respective professions;

Based on the “International Fertility Dance Festival” event, The
Group's Shenzhen HarMonicare Hospital challenges the Guinness
World Records in a brand new form once again, setting the
benchmark for the Shenzhen Materity Campaign again and creating

miracles.

8.2  Free medical clinic activities

()

Fuzhou Modern Hospital has successively delivered lectures on
excellent pregnancy and health for residents in Minhou Art School,
Minhou Dayuan Village Committee, Minhou Jingxi Town, Minhou
Nanyu Town, Minhou Shangjie Town, Minhou Shanggan Town,
Minhou Qingkou Town, Qipu Village Committee, Wufeng Street

Service Centre, and Huada Street Service Centre in Fuzhou City;
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)

Wuhan Modem Hospital has successively provided residents with free
clinic services such as measurement of blood pressure in a number of
communities including the Yinggian community, Renshou community,
Laojiao community, Xianghe community and Nanxiang community in

Wuhan City.

8.3  Health and Safety Seminar

()

@)

On Il March 2017, the Group's Shenzhen HarMoniCare Hospital
cooperated with Bliss Mom to hold a “Birth memory & happiness
sharing session” with breeding experts from the Asia-Pacific region in
the international conference room of Kexing Science Park in Nanshan
District in Shenzhen City. Professor Akira lkegawa, a birth memory
expert in Japan, shared healthy pregnancy with hundreds of pregnant

women on the spot;

On 4 June 2017, the Group's Beijing HarMoniCare Hospital
cooperated with Deepcare to hold the “Sino-American Exchange
Conference for Helping Pregnancy” in the conference hall of Beijing
HarMoniCare Hospital. The experts from China and USA were
invited to answer any doubts and uncover the mystery of in vitro

fertilization;

On 16 September 2017, Shenzhen HarMoniCare Hospital specially
organized the “Reproductive experts in assisting pregnancy in
Shenzhen" activity to help the majority of patients to quickly
understand the reasons for infertility and find out the best pregnancy
plan. In this activity, Professor Zhuo Lewen, a famous doctor in
China South was invited to cooperate with the experts of Shenzhen
HarMoniCare Hospital to provide medical treatment for the benefit

of infertility families in Shenzhen.
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84  Awards and accolades
(1) On 1 January 2017, Wuhan Modern Hospital was named as an
enterprise that “abides by the contract and emphasizes credit” by the

Industrial and Commercial Bureau of Qiaokou District;

(2)  On 8 March 2017, Heilongjiang HarMoniCare Hospital won the
honorary title of “Wuyi Demonstration Post in Harbin" and the
vice president won the honorary title of the "Most Beautiful Female

Employee in Harbin”;

(3)  On 19 July 2017, at the China Hospital Development Conference
for 2017 held in Hangzhou, Beijing HarMoniCare Hospital, one of
the high-end brands of the Group, won the “2016 Private Hospital
Network Brand Hot List (Top 50)" and the “2016 Private Hospital
New Media List (Top 50)" awards.

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.

According to the new disclosure requirements of the HKEX's Environmental, Social
and Governance Reporting Guidelines, the Group will continue to perform day-to-
day management of information on environmental, social and goverance reporting

in order to comply with the new disclosure requirements.
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Deloitte.

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 108 to 253, which comprise the consolidated statement of financial position
as at 3| December 2017, 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 2017, and of its
consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (“IFRSs") issued by
the International Accounting Standards Board (“IASB") 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 (“HKICPA").
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 HKICPA's 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period.
These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.
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Key audit matter

HREGER

How our audit addressed the key audit matter

EEZERNMNEEHREREE

Fair value determination of medical license acquired in business combination

BEREBAHTRECBEARZAFE

We identified the fair value determination of medical license separately
identified in the acquisition of subsidiary as a key audit matter due to
the significance of the balance of recognised medical license. Judgements
and use of assumptions are involved in estimating the fair value of
medical license.

BEEHEEERNREMBARREEEN  BRAR A FHERH
REZER  WIHARECRABERARIEAREMN - 5t BE
BB DFEY KA RRBER -

As of the acquisition date, the purchase method of accounting for
business combinations requires the Group to recognise, separately
from goodwill, the fair value of identifiable assets acquired, the
liabilities assumed and any non-controlling interest in the acquiree. The
management's application of the recognition principle and conditions
result in recognising some assets and liabilities that the acquiree had not
previously recognised as assets and liabilities in its consolidated financial
statements.

HEWERY  XBAMHCBES ERR ERERMK
BRBAEE  FIAEAGRMKET 2 TMFERELD A
FEERENRAER - EEERAERRALIGHSREBET
BEITERR BN EENAENMBRRTERA/EERE
f&o

Our procedures in relation to the fair value determination of medical
license acquired in the acquisition included:
BEEREERUBTNBRENRIATEETZERE
T

o Evaluating the independent external valuer's competence,

objectivity and qualification.

o HEBMIMNBREERMZBEN  FEMKRED -

o Evaluating, with the assistance of our internal valuation
specialists, the appropriateness of the valuation methodology
and key assumptions as follows:

. BERBEEERALTZHBET - AT L XER
EREREERRELEE

- compound growth rate by reference to the valuation
report from the independent external valuer;

-  S2ZLFUHEHEMEAZAERSFEERER
&

- long-term revenue growth rate by reference to the

long-term inflation rate of Ching;

-  S2EZhERMBKREFERAKREER

= discount rate used in valuing the medical license, based
on cost of equity and risk premium, industry market
available data, specific risks of the Company.
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Key audit matter How our audit addressed the key audit matter

HRELER EEZERNMNEERREREE

Fair value determination of medical license acquired in business combination

BERFBAMTRECBREARZAFE

The fair value of medical license recognised at the acquisition date of @ Evaluating the appropriateness of other key assumptions and

respective business combination entered into by the Group is disclosed inputs, including the financial forecast and useful life of medical
in notes 18 and 34 to the consolidated financial statements. license by comparing them to historical performance and
R EEEMETREEGRAHZBER BRI BENRL comparable industry data.
R ENEGE BRI 18 R34 HE - o EBEFTRANATHERTRHEBETLERMAGEME
RERLBAYE (BRVBEIREBEARERSY)
Details of the significant judgements applied and assumptions used LEINT

in estimating the fair value of medical license at the acquisition dates
of respective business combination entered into by the Group are
disclosed in note 4 to the consolidated financial statements.

fEarn EREMENTSEXBAMHIUERNERIE LA
FEMERABAHERARBRR FREREAMERRME
AHE -

The management involved independent external valuer to assist
determining the application of valuation methodology and key
assumptions used in the acquisition that results in the recognition of
medical license as other intangible assets to the consolidated financial
statements. The key assumptions include compound growth rate, long-
term revenue growth rate, discount rate, financial forecast and useful
life of medical license.
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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 issued by the
IASB, and the disclosure requirements of the Hong Kong Companies Ordinance, and for
such interal 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 altermnative but to do so.

Those charged with governance are responsible for overseeing the Group's financial

reporting process.
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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.

*  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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the directors.

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 concem. 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 concem.

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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

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.

The engagement partner on the audit resulting in the independent auditor's report is Tung

Wai Lung Ricky.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2018
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For the year ended 3| December 2017

BZE017F 12 A3 BILFE

Revenue

Cost of sales and services

Gross profit

Other income

Other gains and losses

Selling and distribution expenses
Administrative expenses

Other expenses

Share of loss of associates

Profit before tax

Income tax expense
Profit for the year

Other comprehensive income

Item that may be reclassified
subsequently to profit or loss:

Share of other comprehensive income

of associates

Other comprehensive income

for the year, net of income tax

Total comprehensive income

for the year
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HE MIRF A

E£F
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Hfth Yok &2 B 18
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FREMEZEBRA
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FREARA
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Notes
gz
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Year ended

31/12/2016

HE2I6%F

2A3IBILFE

RMB000

AREFT

924,151 859,701
(496,548) (439,713)
427,603 419988
13,063 18,339
(16,554) 27,258
(242,422) (214931)
(138,905) (123,177)
(4,213) (2,768)
(4,625) (823)
33,947 123,886
(4,509) (26,615)

29,438 97271
42 228

42 228
29,480 97499



CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME (CONTINUED)

mEeEaRHEMEEKRFER @)

For the year ended 31 December 2017

BENI7ENA3IBLEE

Year ended Year ended
3171212017 31/12/2016
BE20I7F BE0I6F
12831 ALLEE 12831 BIEFE
Notes RMB000 RMB000
B =T AREFT AREFT
Profit for the year attributable to: A& EIEFATE :
Owners of the Company VAN ZS N 27,394 95,708
Non-controlling interests AR 2,044 1,563
29,438 97271
Total comprehensive income UTEFREFALAE
for the year attributable to: LN
Owners of the Company ZAUNGIEZSUN 27,436 95,936
Non-controlling interests R R 2,044 1,563
29,480 97,499
Earnings per share BRER
— Basic and diluted (RMB cents) —EAREE
(BBRARES) 14 3.6l 12,53

ANNUAL REPORT 2017
2017 F§



At at 31 December 2017
R2017F 128318

Non-current assets

Property, plant and equipment

Land use right

Goodwill

Other intangible assets

Interests in associates

Prepaid rental

Rental deposits

Deferred tax assets

Financial assets designated
as at fair value through
profit or loss (“FVTPL")

Other long-term assets

Current assets

Inventories

Loan receivables

Trade receivables
Prepayments, deposits and

other receivables

Amounts due from related parties

Time deposits

Cash and cash equivalents

FRBEE
ESNAENE T
T E R
HE
HinEWEE
N NI 5
AR
HeRe
ELEHIREE
EERERTFEA

BHseMEE

([BRFEFARR])

EttRHEE

=N

\;/ |
=
FEWER
B 5 WA
BN BER
H b AR
FE MR B 73 3OR
EHER
ReRRSEFEY

PEE

Notes
B &E

15
6
17
18
20

21

22
23

24
25
26

27
38
28
28

300,784
119,156
122,283
136,180
27,342
10,299
54,277

99,723
81,989

952,033

22,300
130,957
46,295

134,162
29,378
45,000

466,995

875,087

3171212016
2016F 12431 H
RMB000
AREFT

253262
49,302
95,793

7,628
1222
9,281
33,080

48,000

497,568

24,583
5,000
29,086

56,327
4015
115,000
951,996

[,186,007



Current liabilities
Trade payables
Other payables and accruals
Amounts due to a related party
Tax payables

Provision

Net current assets
Total assets less current liabilities

Non-current liabilities
Accrued rental expenses

Deferred tax liabilities

Net assets

Capital and reserves
Share capital

Share premium and reserves

Equity attributable to
owners of the Company

Non-controlling interests

Total equity
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The consolidated financial statements on pages 108 to 253 were approved and authorised

for issue by the board of directors on 20 March 2018 and are signed on its behalf by:

Lin Yuming
MEHR
Director

e

Notes
B sE

29

38

31

21

32

At at 31 December 2017
RNI7E12A318

31/12/2016
2016%F12A31H
RMB000
AREFT
16,020 16,552
128,543 141,300
924 70,253
21,990 24087
900 1,053
168,377 253,245
706,710 932,762
1,658,743 1,430,330
28,710 31,438
47,925 15511
76,635 46,949
1,582,108 1,383,381
598 598
1,353,507 1,388,500
1,354,105 1,389,098
228,003 (5717)
1,582,108 1,383,381

FIBEEIELGAVBRRNEETS
R2018F3 R0 B ERKRETZLHUTE

EHRERBE

Fang Zhifeng
FEdE
Director

5%



CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

n‘l_\ é *E é

#E

For the year ended 3| December 2017

HENI7E N A3 BULEE

Attribute to owners of the Company

ARARERAARE
Statutory
surplus Retained
Treasury Translation reserve profts Non-
share Share reserve (note i) (Accumulated controling
Share Share Other reserve option (note i) HE losses) interests
apal - premim  reserve BE  oreere JBEE  EHEE  GEAE S FER Total
Re  RfEE ReRE  ROBE BRERE W) (%) (BRER) o BEEG @it
RMBOGD  RMBOOO  RMBUMD  RMBOOO  RMBOMO  RMBOW)  RMBOW  RMBU  RMBOW  RYBUM  RMBOW
NERTT NEETT ARETT ARETT ARETT ARETT ARETR ARETR ARETR ARETR AEETR
Blance at | January 2016 WIEEIAIBMES 608 134771 14885 - 46% =S (T 1408909 26 141095
Proft or he year ERHE - - - - - - — %8 95708 15 977l
Other comprefensive income EREHRZERA
forthe year - - - - - PUL] - - 08 - m
Appropriations ] - - - - - - 19202 (1920 - - -
Dividends paid to non-controling XNTHEREGNRS
interests - - - - - - - - - (128 (128
Dividends recognised as distrbution ARNRORE
(note 13) (13) - (42057) - - - - - - (42057) - (4207)
Shares repurchased and cancelled BEEEFEZRD
(note 32) () (1) (s0418) - - - - - - (S0428) - (50428)
Transaction costs attributable to BEEBRELRANA
repurchase of ordnary shares - (209) - - - - - - (209 - (209
Boenses recognied onequiy seted LM E MR AEEE)
share-based payments (5 8a 2 A%
(note 33) () - - - - 0 - - - 0 5 %
Acquision of non-cortroling nterestn -~ EEBNER B - - mm - - - = - Bm G (080
Fuzhou Modem Hosptal (note i) W3R (ki)
Acquistion of a non-wholly owned KB ENBAT
subsidary - = - - - - - - - (233) (233)
Balance at 3| December 2016 WI6E 1231 ANES 5% 1300087 (8,188) - 4% m 10476 19241 138909 677 1383381

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY (coNTINUED)
mEEREHR @

For the year ended 3| December 2017

Attribute to owners of the Company

BENI7E12A3 BLLEE

ARARERAARSE
Statutory
surplus~ Retained
Treasury Translation reserve profits Non-
share Share reserve (note i) (Accumulated controling
Share Share Other reserve option (note i) HE losses) interests
apial - premim  reserve BE  reere JBEE  BHEE  REHE S FER Total
Ba  RHEE  REEE  ROBE BREEE  (MR)  (ME)  (RHER) CHIN 71 it
RMBOGD RMBOO  RMBUMD  RMBOOO  RMBOMO  RMBOW)  RMBOW  RMBU  RMBOW  RYBUM  RMBOW
ABETR ARBTA ARETT ABETL ARETR ARBTT ARBTT ARETE ARBTA ARETT AREFE
Balance at | January 2017 WITEIRIANES 5% 1300087 (8188) - 4656 PUL] 70476 19241138909 (5717 1383381
Proft or he year ERiE - - - - - - - T UM wWh 94
Other comprefensive income EREHRZERA
for the year - - - - 4 - - bl - Q
Appropriaions B - - - - - - 63%9 (6339) - - -
Dividends recognised s distrbution ARARORE
(note 13 (H313) L) - - - - - - 9 )
Purchase of shares under RERMERR
Restrcted Share Incentive BERE
Scheme (note 3) BERD (W) - - - (136%) - - - - (13650) - (1360)
Reversal of equity-setted BOANRELEEZRD
sharecbased payments note 3) Xf (HE33) - - - (465%) - - SN 1) 6) {4
Acquisition of non-controling Wesammes (M)
interest (note iv) - - (6202) - - - - - (6202) (885) (7087)
Recogniton of non-controlingnterest ~ EERBED 1
in Zhengzhou HerMoniCare EhtsihEs
Hospital (note v) CED) - - - - - - - - - 14400 14400
Acquiston of a non-wholly owned WEF2ENEAT
absidiry (note ) (H34) - - - - - - - = IV V]
Adustments tonon-controlingnterest ~ SEIETRIER AR - - - - - - - - n 3
Balance at 31 December 2017 WITENA3IBHES 598 1264166 (143%0) (13650 - m 76815 029 1354105 08003 1582108




For the year ended 3| December 2017
BEWITF AN BLFE

Notes:

(il

Exchange differences arising on foreign currency translation of a foreign associate are

recognised in other comprehensive income.

According to 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 China Accounting Standards (“CASs"), to the
statutory surplus reserve until the reserve balance reaches 50% of the registered capital. The
statutory surplus reserve can be utilised, 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.

On 9 September 2016, Guiyang HarMoniCare Hospital acquired 16% non-controlling interest
of Fuzhou Modern Hospital at a consideration of RMB28,800,000. The consideration was fully
paid in October 2016.

On 10 April 2017, Guiyang HarMoniCare Hospital acquired 3.5% non-controlling interest of
Guiyang Modem Hospital at a consideration of RMBI,131,000. On 22 May 2017, Guiyang
HarMoniCare Hospital acquired 3% non-controlling interest of Guangzhou Woman Hospital
at a consideration of RMB2,620,000. On 27 May 2017, Guiyang HarMoniCare Hospital
acquired 4.5% non-controlling interest of Chongging Liren Hospital at a consideration of
RMB2,486,000. The consideration with a total amounts of RMB6,237,000 was fully paid in
October 2017.

On 23 December 2017, Guiyang HarMoniCare Hospital acquired 3% non-controlling interest
of Chongging Wanzhou HarMoniCare Hospital at a consideration of RMB850,000. The

amount of consideration payable for acquisition of non-controlling interest is RMB850,000.

Zhengzhou HarMoniCare Hospital was set up on | March 2017 with injection of share
capital amounting to RMB36,000,000, including non-controlling interest of RMB 14,400,000.

bt

(i)

BE-REIRERRIZEXZERAMS
ek R R, ©

REPEARKME ( [HE] ) RAER
AEETEMBLRNAKERAA 25
ARARETELR G EAFEZRES
BRENEN I EREETRRREE BE
REFEREEEEMERN50% o LIRERE
WER ETRBRRBETANEHEZZAA
MR ERIENMEMES - EZRETF
(ERFER & AR #925% ©

R2016F9F9H » EBMEERIERM
BREF 6% ERBEZ  REABARE
28,800,0007T ° ZREER2016F 108 BHX
e

R201764R 108 - ERFNEBRUKEER
RRER3SeNEERER  RERARE
[,131,0007C ° B2017F5 820280 « ERFEE
BRUEE BN & T B3 M I RS - KRB
AAREE26200007T  R201755A270 - &
HREBRRKESERABR4S%HIFER
B REABARE2486,0007T - R ERHE
ANE#6,237,0007C7201 74 10 B BB o

R2017F 128238 EGMEBRIEEE
BMAMER e EERER  RBEAAR
#850,0007T - W EREGHENRES
%8 A AR¥850,0007T °

BNAMERBER20I17438 1 BR - BAE
B8 A ARE36,000,0007C @ B IE IR AR AE
= AR 14,400,0007T °



Profit before tax
Adjustments for:
Depreciation of property,
plant and equipment
Amortisation of other intangible assets
Amortisatoin of land use right
Share of loss of associates
Gains on disposal of interests
in an associate
Loss on disposal of property,
plant and equipment, net
Impairment recognised on trade and
other receivables
Foreign exchange losses (gains)
(Income) expenses recognised on equity

settled share-based payments

Interest income from bank deposits
Interest income from certificates of deposit
Interest income from loan receivables
Interest income from amounts due
from an associate
Net gain arising on financial assets
designated as at FVTPL

Net gain arising on bank financial products

Operating cash flows before movements in

working capital
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For the year ended 3| December 2017
BEWITE AN ALFE

Year ended

3171212016

HE016F

2R3 BIEEE

RMB00O

ANREFT

33,947 123,886
51,200 39471
7,454 4201
1,019 —
4,625 823
(60) -
357 918
2,476 [

20,336 (22,184)
(4,708) 25

(8,301) (15374)

— (628)
(774) —
(539) —

(3,391) (332)

(3,283) (5771)
100,358 125,146



For the year ended 3| December 2017
BEWITENANBLEFE

Year ended
3171212016
BEWI6F
12A31 BILERE
RMB00O
AERBTFT
Movements in working capital ZEEARED
Decrease (increase) in inventories BERL(EM) 3,639 (408)
(Increase) decrease in trade receivables B HEYGR
(S8 n)R > (16,899) 8343
(Increase) decrease in prepayments, BRZ - Re kEM
deposits and other receivables FEUGHRIR ()R (27,397) 3730
Increase in amounts due from & L B e 7 5ROE
related parties & (363) (15)
Decrease in trade payables B S EMNTIER S (4,39) (12,786)
Decrease in other payables H AR08 K st
and accruals BRAS (13,324) (5842)
Increase in amounts due to JE 1 B 5 5RIR
a related party )l 269 655
(Increase) decrease in rental deposits MERe(EmR> (999) 201
Decrease in accrued rental expenses SRR (1,657) (612)
(Decrease) increase in provision BECRL)EM (153) 231
Cash generated from operations gemERe 39,078 118,643
Income taxes paid BERMEH (29,525) (28,643)
Interest received from bank deposits BRBRITERZAE 9,141 15892
Net cash generated from operating activities /& & & BIFT1F R &5 18,694 105,892



Cash flows from investing activities

Purchases of property,
plant and equipment

Proceeds from disposal of property,
plant and equipment

Purchase of other intangible assets

Purchase of certificates of deposit

Interest income from certificates of deposit

Redemption of certificates of deposit

Purchase of bank financial products

Redemption of bank financial products

Redemption (placement) of time deposits

Acquisition of investments in associates

Deposit for acquisitions of businesses

Advance to Heilongjiang HarMoniCare
Hospital

Net cash (outflow) inflow on acquisitions
of subsidiaries

Capital contribution from
non-controlling interests

Deposits paid for proposed acquisitions
of businesses

Loans to third parties

Withdrawal of loan from third parties

Payments to acquire financial assets
designated as at FVTPL

Loans to associates

Withdrawal of loan from an associate

Net cash (used in) generated from

investing activities

RERBFMERERE

BEVE  BELR

FREZHEHRA
BOFRE
BARITEY %75
BORTE EH
B (7RO EHER
WERBZ AR ZRE
WEEBN RS
AREIAXERE A
ERFA
WEMB AR
Re(RIL)RAFE
FRERERIEE

REUBERB MRS
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For the year ended 3| December 2017
BEWITE AN ALFE

Year ended

3171272016

HZE016F

2R3 BLEFE

RMB00O

ANREFT
(119,936) (46,288)
176 93
(1,189) (4019)
— (523.291)

— 628

— 848,160
(340,000) (1,133,440)
343,283 [,139211
70,000 (115,000
(25,002) (8223)
(44,643) —
— (11,000)
(25,084) 12,756
14,400 —
(35,000 (9,000)
(120,957) (5,000)
5,000 —
(48,000 (48,000)
(29,000 (4,000)
4,000 —
(351,952) 93,587



For the year ended 3| December 2017
BEWITF AN BLFE

Cash flows from financing activities
Consideration paid for acquisitions of
non-controlling interest in subsidiaries
Dividends paid
Repayments to related parties
Repayments to third parties
Purchase of ordinary shares,

including transaction costs
Net cash used in financing activities

Net (decrease) increase in cash and

cash equivalents

Cash and cash equivalents at the beginning
of the year

Effect of foreign exchange rate changes, net

Cash and cash equivalents at the end of
the year represented by bank balances

and cash

BERPMERERE
WERM B AR 2R
ERDARE
EREE
ERTHB
BRTE=S
BALER
BEIXZHA

BEZHMARTFR

ReRREEEY
Gl B h3 e

FONRERALEEY

EXZHPEFE

FREERALEEY
RITHEGIAE

Year ended

3171212016

HE016F

2R3 BIEEE

RMB0OO

NEETT
(6,237) (28,800)
(37,849) (43,698)
(69,598) (45,000)
(4,000) —
(13,650) (50,637)
(131,334) (168,135)
(464,592) 31,344
951,996 901,994
(20,409) 18,658

466,995 951,996



GENERAL INFORMATION

The Company is 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 address of the registered office of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KYI-1111, Cayman Islands, and its
principal place of business is located in the PRC. The Company is an investment
holding company and the Group are principally engaged in provision of specialised
hospital services, especially in obstetrics and gynaecology and supply chain business

in the PRC.

The shares of the Company have been listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) with the effect from 7 July 2015.

The consolidated financial statements are presented in Renminbi (“RMB"), which is

also the functional currency of the Company.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE
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For the year ended 3| December 2017
BENI7F2A3NBILEE

APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”)

Amendments to IFRSs that are mandatorily effective for the current year

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

year.

Amendments to IAS 7 Disclosure Initiative
Bl &R 758 (BT ) R’Eq1E
Amendments to IAS 12
REHERE 125 (BFTA)
Amendments to IFRS 12

Bl B EAERSE 1258 (BFT )

Except as described below, 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.

Amendments to IAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in the current year.
The amendments require an entity to provide disclosures that enable users of
financial statements to evaluate changes in liabilities arising from financing activities,
including both cash and non-cash changes. In addition, the amendments also require
disclosures on changes in financial assets if cash flows from those financial assets

were, or future cash flows will be, included in cash flows from financing activities.

Specifically, the amendments require the following to be disclosed: (i) changes
from financing cash flows; (ii) changes arising from obtaining or losing control of
subsidiaries or other businesses; (iii) the effect of changes in foreign exchange rates;

(iv) changes in fair values and (v) other changes.

A reconciliation between the opening and closing balances of these items is
provided in note 39. Consistent with the transition provisions of the amendments,
the Group has not disclosed comparative information for the prior year. Apart
from the additional disclosure in note 39, the application of these amendments has

had no impact on the Group's consolidated financial statements.
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REFERHERNERHBREER
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Recognition of Deferred Tax Assets for Unrealised Losses

AR EEERETECHEEE

As part of the Annual Improvements to IFRSs 2014-2016 Cycle.
1ER BB S # &2ER) 2014 F 2 2016 FIE.Z F/Z 2 # 8 —H 7
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APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

New and revised IFRSs in issue but not yet effective

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

FE R RSB T B IR AT I S 2 R
(TEIFR IR s 28 1) ()
8 5 1B 18 AR 4 Rz 7 3T I AR 48 5T B B

I

P |REER

The Group has not early applied the following new and revised IFRSs that have AREVRERERZEATIEBMER

been issued but are not yet effective.

IFRS 9
BIPR B RS R AR 9 5%
IFRS 15
EFR A B RS AR 155
IFRS 16
EFRE B RS R AR 1657
IFRS 17
BIFREI RS R AR 175
IFRIC 22

BRMBRE2BREGREE NS
IFRIC 23
BRMBRERBEESREZ %
Amendments to IFRS 2

BB S s 2R 2 5 (B RT AX)
Amendments to IFRS 4

Bl RS LR 455 (BRI A)

Amendments to IFRS 9
BIRR B H S5 RIS 9 SR (IERT A )

HRZ FE] R FT B R B A S5 £ R o

Financial Instruments’

EHTA

Revenue from Contracts with Customers and the related Amendments'

BEPZEXK = REBETE

Leases?

HE*

Insurance Contracts*

RBEEH

Forejgn Currency Transactions and Advance Consideration’

IEXGRENAE

Uncertainty over Income Tax Treatments’

i T HEE It

Classification and Measurement of Share-based Payment Transactions'

LR BEBONAR 52D ERTE!

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts'

BGRB8 EERE 45 RE A AR — BBl 9 B R A B )
FoHETHITA

Prepayment Features with Negative Compensation’

RERWENE N TR



For the year ended 3| December 2017
BENI7F2A3NBILEE

2. APPLICATION OF NEW AND REVISED INTERNATIONAL 2. FEREET RIS ET B BR B 3R &5 2
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

Amendments to IFRS 10 and IAS 28

BB HHRELEANE 05 RERE
F28F(ETX)

Amendments to IAS 19

RETERE 195 (BRTA)

Amendments to IAS 28

BIRR @ EH R 28 5% (AT )

Amendments to IAS 28

REEERIE 285 (BT A)

Amendments to I1AS 40

e T ERIE 4055 (BRI K)

Amendments to IFRSs

BIRRBT S s 2R (B T AX)

Effective for annual periods beginning on or after | January 2018
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Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture’
REZHEBEN AR E SRR FEEN L EXK

Plan Amendment, Curtailment or Settlement?

STEIEET - ARt )E 18

Long-term Interests in Associates and Joint Ventures®

REERFRE S RO R

As part of the Annual Improvements to IFRS Standards 20/4-2016 Cycle'
1EREIBR AT B B & 2B R 2014 5F 2 2016 FAEHZ FIRA#E ) — 55
Transfers of Investment Property’

BEREYDE'

Annual Improvements to IFRS Standards 2015-2017 Cycle?

BRI B R EER 2015 FE 2017 FERZ FRAE?

R2018F I A I B2 BRABEFEH

2

2 Effective for annual periods beginning on or after | January 2019 2 R2019F | I B2 ERIAKFE
A

} Effective for annual periods beginning on or after a date to be determined 3 RNETEHIZEARBNEEHEE
J

" Effective for annual periods beginning on or after | January 2021 4 R2021 I A I Bz BRBHFEER
R

Except as described below, the directors of the Company do not anticipate that BTIXEraE - KRARESTEHIER

the application of all other new and amendments to IFRSs and Interpretations

issued but not yet effective will have a material impact on the Group's consolidated

financial statements.
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APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

IFRS 9 Financial Instruments
IFRS 9 introduces new requirements for the classification and measurement
of financial assets, financial liabilities, general hedge accounting and impairment

requirements for financial assets.

Key requirements of IFRS 9 which are relevant to the Group are:

. all recognised financial assets that are within the scope of IFRS 9 are required
to be subsequently measured at amortised cost or fair value. Specifically,
debt investments that are held within a business model whose objective is to
collect the contractual cash flows, and that have contractual cash flows that
are solely payments of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business model whose
objective is achieved both by collecting contractual cash flows and selling
financial assets, and that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding, are generally measured at fair value
through other comprehensive income (“FVTOCI"). All other financial
assets are measured at their fair value at subsequent accounting periods. In
addition, under IFRS 9, entities may make an irrevocable election to present
subsequent changes in the fair value of an equity investment (that is not
held for trading) in other comprehensive income, with only dividend income

generally recognised in profit or loss.

For the year ended 3| December 2017
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For the year ended 3| December 2017
BENI7F2A3NBILEE

2.

APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

IFRS 9 Financial Instruments (Continued)

with regard to the measurement of financial liabilities designated as at fair
value through profit or loss, IFRS 9 requires that the amount of change in
the fair value of the financial liability that is attributable to changes in the
credit risk of that liability is presented in other comprehensive income, unless
the recognition of the effect of changes in the liability's credit risk in other
comprehensive income would create or enlarge an accounting mismatch in
profit or loss. Changes in fair value attributable to a financial liability's credit
risk are not subsequently reclassified to profit or loss. Under IAS 39 Financial
Instruments: Recognition and Measurement, the entire amount of the change
in the fair value of the financial liability designated as fair value through profit

or loss is presented in profit or loss.

in relation to the impairment of financial assets, IFRS 9 requires an expected
credit loss model, as opposed to an incurred credit loss model under IAS 39.
The expected credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at each reporting
date to reflect changes in credit risk since initial recognition. In other words,
it is no longer necessary for a credit event to have occurred before credit

losses are recognised.
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APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

IFRS 9 Financial Instruments (Continued)
Based on the Group's financial instruments and risk management polices as at 31
December 2017, the directors of the Company anticipate the following potential

impact on initial application of IFRS 9:

Classification and measurement

. Debt instruments classified as loan receivables carried at amortised cost as
disclosed in note 25: these are held within a business model whose objective
is to collect the contractual cash flows that are solely payments of principal
and interest on the principal outstanding. Accordingly, these financial assets
will continue to be subsequently measured at amortised cost upon the

application of IFRS 9;

. All other financial assets and financial liabilities will continue to be measured

on the same bases as is currently measured under IAS 39.

For the year ended 3| December 2017
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For the year ended 3| December 2017
BENI7F2A3NBILEE

APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

IFRS 9 Financial Instruments (Continued)

Impairment

In general, the directors of the Company anticipate that the application of the
expected credit loss model of IFRS 9 will result in earlier provision of credit losses
which are not yet incurred in relation to the Group's financial assets measured at
amortised costs and other items that are subject to the impairment provision upon

application of IFRS 9 by the Group.

Based on the assessment by the directors of the Company, if the expected
credit loss model were to be applied by the Group, the accumulated amount of
impairment loss to be recognised by Group as at | January 2018 would be slightly
increased as compared to the accumulated amount recognised under IAS 39 mainly
attributable to expected credit losses provision on trade receivables, deposits, and
other receivables and amounts due from related parties. Such further impairment
recognised under expected credit loss model would reduce the opening retained

profits and increase the deferred tax assets at | January 2018.
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APPLICATION OF NEW AND REVISED INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”) (Continued)

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

IFRS |5 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 |5 will
supersede the current revenue recognition guidance including IAS 18 Revenue,
IAS I'l 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

For the year ended 3| December 2017
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For the year ended 3| December 2017
BENI7F2A3NBILEE

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 (Continued)

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.

In 2016, the IASB issued Clarifications to IFRS 15 in relation to the identification of
performance obligations, principal versus agent considerations, as well as licensing

application guidance.

The directors of the Company anticipate that the application of IFRS I5 in the
future may result in more disclosures, however, the directors of the Company do
not anticipate that the application of IFRS |5 will have a material impact on the

timing and amounts of revenue recognised in the respective reporting periods.
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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 interpretations when it becomes effective.

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 while
other operating lease payments are presented as operating cash flows. Upon the
application of 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 by the Group.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

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 6 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 6.

As at 31 December 2017, the Group has non-cancellable operating lease
commitments in respect of premises leased for hospitals and offices amounted to
RMB612 million as disclosed in note 35. A preliminary assessment indicates that
these arrangements will meet the definition of a lease. Upon the application of IFRS
16, the Group will recognise a right-of-use asset and a corresponding liability in

respect of all these leases unless they qualify for low value or short-term leases.
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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)

In addition, the Group currently considers refundable rental deposits paid of RMBI0
million as rights under leases to which IAS |7 applies. Based on the definition of
lease payments under IFRS 16, such deposits are not payment relating to the right
to use the underlying assets, accordingly, the carrying amounts of such deposits may
be adjusted to amortised cost and such adjustments are considered as additional
lease payments. Adjustments to refundable rental deposits paid would be included

in the carrying amount of right-of-use assets.

Furthermore, the application of new requirements may result in changes in

measurement, presentation and disclosure as indicated above.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

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 at
the end of each reporting period as explained in the accounting policies set out

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 |7, and
measurements that have some similarities to fair value but are not fair value, such
as net realisable value in IAS 2 /nventonies or value in use in IAS 36 Impairment of

Assets.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of preparation (Continued)

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.

For financial instruments which are transferred at fair value and a valuation
technique that unobservable inputs is to be used to measure fair value in
subsequent periods, the valuation technique is calibrated so that the results of the

valuation technique equals the transaction price.

In addition, for financial reporting purposes, fair value measurements are categorised
into Level |, 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 | 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 |,

that are observable for the asset or liability, either directly or indirectly; and

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

The principal accounting policies are set out below.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis 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;

. is exposed, or has rights, to variable returns from its involvement with the

investee; and
. 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.

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 control 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 and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on

consolidation.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group's ownership interests in existing 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
and the non-controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries, including re-attribution of relevant reserves between
the Group and the non-controlling interests according to the Group's and the non-

controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling interests are
adjusted, and the fair value of the consideration paid or received is recognised

directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that
subsidiary and non-controlling interests (if any) are derecognised. 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 to profit or loss or transferred to another

category of equity as specified/permitted by applicable IFRSs).

For the year ended 3| December 2017
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 recognised and measured in accordance with IAS

12 Income Taxes and IAS |9 Employee Benefits respectively;

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 re-assessment, the net amount of the identifiable assets
acquired and liabilities assumed exceeds 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 interest in the acquiree (if any), the excess is recognised

immediately in profit or loss as a bargain purchase gain.

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 are initially measured at the non-controlling interests" proportionate
share of the recognised amounts of the acquiree’s identifiable net assets or at fair
value. 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations (Continued)

When the consideration transferred by the Group in a business combination
includes assets or liabilities resulting from a contingent consideration arrangement,
the contingent consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business combination. Changes
in the fair value of the contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments are adjustments that arise from
additional information obtained during the ‘measurement period’ (which cannot
exceed one year from the acquisition date) about facts and circumstances that

existed at the acquisition date.

The subsequent accounting for the contingent consideration that do not qualify as
measurement period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement is accounted for
within equity. Contingent consideration that is classified as an asset and a liability
is remeasured to fair value at subsequent reporting dates, with the corresponding

gain or loss being recognised in profit or loss.

When a business combination is achieved in stages, the Group's previously held
equity interest in the acquiree is remeasured to fair value at the acquisition date (i.e.
the date when the Group obtains control), and the resulting gain or loss, if any, is
recognised in profit or loss. Amounts arising from interests in the acquiree prior to
the acquisition date that have previously been recognised in other comprehensive
income are reclassified to profit or loss where such treatment would be appropriate

if that interest were disposed of.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations (Continued)

If the initial accounting for a business combination is incomplete by the end of the
reporting period in which the combination occurs, the Group reports provisional
amounts for the items for which the accounting is incomplete. Those provisional
amounts are adjusted during the measurement period (see above), and additional
assets or liabilities are recognised, to reflect new information obtained about facts
and circumstances that existed at the acquisition date that, if known, would have

affected the amounts recognised at that date.

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 group 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.

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 group 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 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 on a pro-rata basis based on the carrying amount of each

asset in the unit (or group 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
(or any of the cash-generating unit within group of cash-generating units in which

the Group monitors goodwill).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments 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. Changes in net assets of
the associate other than profit or loss and other comprehensive income are not
accounted for unless such changes resulted in changes in ownership interest held by
the Group. When 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.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

&3 BE ()
N AT RE
BEATEASEHETEEAYESN
WER- BAVENEERSRERY
SNBHRAEAR  BAFIHIRR
R HIZSEE -

BELRNFEREERABRAER
BIEMARGEMBIRE o HERER
SHAROBERAMBRARERE
EREUBERTHABX I REHEA

MEREHBRER  BREERZE
REERBNRENSRRAELGE M
BRAKRER - HREHBBARR
EEEGHERAMBRREM2EK
o BERARAFEE(MERRREMS
EWR)v@QEﬁA$~%#ﬁ%@E
BYREEMBRERERZEHASE
Bl o MASBEEEHE D RNEES
BEMFZHEAARRZ(BREEERER
EERBERAREFEDINEMR
B ) - AR B R E AT
HithE8E - AEEEREEETIET
BEEEREE QAN RIS EREN
B8 -

E

N

BERRNBREBRRETKABER
AlE BENEDEAR - WBREE R
ANRER ERREKABEASE
EHERRETOAENEERABERY
FENER ORIABEE  LIAK
BHRENKREER o AN&E RG] # 5
BERBBENATFERHREKAN
ERHBLEHFGER - DERKEZ
BRENPRNBENER



For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments 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 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.

When a group entity transacts with an associate of the Group, profits and losses
resulting from the transactions with the associate are recognised in the Group's
consolidated financial statements only to the extent of investments in the associates

that are not related to the Group.

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 not yet to be

rendered are deferred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

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.

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:

. 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;

. it is probable that the economic benefits associated with the transaction will

flow to the Group; and

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

measured reliably.

Interest income is accrued on a time apportionment 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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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leasehold land and building

When the Group makes payments for a property interest which includes both
leasehold land and building elements, the Group assesses the classification of each
element 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 property is accounted as an operating lease. Specifically, the entire
consideration (including any lump-sum upfront payments) are allocated between
the leasehold land and the building elements in proportion to the relative fair
values of the leasehold interests in the land element and building element at initial

recognition.

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

property is generally classified as if the leasehold land is under finance lease.

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)

For the purposes of presenting the consolidated financial statements, the assets and
liabilities of the Group's operations are translated into the presentation currency of
the Group (i.e. RMB) using exchange rates prevailing at the end of each reporting
period, income and expenses items are translated at the average exchange
rates for the period. 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).

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are added to the cost of those
assets until such time as the assets are substantially ready for their intended use or

sale.

Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing

costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which

they are incurred.

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.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Retirement benefit costs

The employees of the Group are members of state-managed retirement benefit
schemes, and 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.

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. Al
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 transactions

Share options granted to 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 of the equity-settled share-based payments determined at the grant
date without taking into consideration all non-market vesting conditions 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 based
on assessment of all relevant non-market vesting conditions. The impact of the
revision of the original estimates, 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Share-based payment arrangements (Continued)

Equity-settled share-based payment transaction (Continued)

Share options granted to employees (Continued)

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 profits.

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 goodwil.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Deferred tax (Continued)

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.

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 assets and liabilities 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment
Property, plant and equipment other than construction in progress as described
below are stated at cost less subsequent accumulated depreciation and subsequent

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.

Depreciation is recognised so as to write off the cost of assets 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 each 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.

Other intangible assets

Other intangible assets acquired separately

Other intangible assets with finite useful lives that are acquired separately are
carried at costs less accumulated amortisation and any accumulated impairment
losses. Amortisation 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.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other intangible assets (Continued)

Other intangible assets acquired in a business combination

Other intangible assets acquired in a business combination are medical licenses
recognised separately from goodwill and are initially recognised at their fair value at

the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, other intangible assets acquired in a business
combination with finite useful lives are reported at cost less accumulated
amortisation and any accumulated impairment losses, on the same basis as other

intangible assets that are acquired separately.

Derecognition of other intangible assets

An intangible asset is derecognised on disposal, or when no future economic
benefits are expected from use or disposal. Gains and 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.

Impairment on tangible and other intangible assets other than goodwill

At the end of the reporting period, the Group reviews the carrying amounts of its
tangible and other 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 relevant asset is estimated
in order to determine the extent of the impairment loss (if any). Other intangible
assets not yet available for use are tested for impairment at least annually, and

whenever there is an indication that they may be impaired.

TESHHR(E)

Hit B &E (&)
REBEHBBHEBELEE
REBAHNBLBUNBHERINOE
HEFEERBREIR  BREWEA
HIR) DR (R A E AR DR HERR

RBHERK  REFAHUBOASR
BRAERFHNEMETEETIRK
ARBGBERENRGREBRZ
% REREFPREEVEERR -

RIEBAHGELEE

BVEEEHER R BHERILESR
EEEARRGEMNERE K LR - B
BERIBRAELENUENBRELE
FERRFRREERRECHNER
AR YNEERITERREREER o

AR REMENEE (BXREN)BE
RESHR ARERFEEARATE
AERZEVRAMENEENERE
B URETAEINIRBRASEE
ELRERR - WEEZEHR A
AEBEEMAKE SR AEERE
BERE(WE) - HARAHEERNEM
BYEAEZEVEFRRHBRAERERN
FREETRERH -



SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of tangible and other intangible assets other than goodwill
(Continued)

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. When 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 (or a cash-generating

unit) 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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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of
inventories are determined on a first-in first-out method. Net realisable value
represents the estimated selling price for inventories less all estimated costs

necessary to make the sale.

Provision

Provision is 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 that 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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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets

Financial assets are classified into the following specified categories: financial
assets at FVTPL 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. All regular way purchases or sales of financial assets are recognised and
derecognised on a trade date/settlement date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery of assets within the

time frame established by regulation or convention in the marketplace.

Effective interest 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.

Financial assets at FV'TPL
Financial assets are classified as at FVTPL when the financial asset is (i) held for

trading, or (i) it is designated as at FVTPL.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

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 41.

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, deposits and other receivables,
amounts due from related parties, loan receivables, certificates of deposit, time
deposits and cash and cash equivalents) are measured at amortised cost using the

effective interest method, less any impairment.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

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 when 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.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as default or delinquency in interest or principal

payments; or

. 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.

For financial assets carried at cost, the amount of the impairment loss is measured
as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market rate of return for
a similar financial asset. Such impairment loss will not be reversed in subsequent

periods.
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For the year ended 3| December 2017
BENI7F2A3NBILEE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

The carrying amount of the financial asset is reduced by the impairment loss directly
for all financial assets with the exception of trade receivables. deposits 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 trade receivables, deposits and other receivables are
considered uncollectible, it is written off against the allowance account. Subsequent

recoveries of amounts previously written off are credited to profit or loss.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)

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, issue or cancellation of the Company's own equity instruments.

Effective interest 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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
HmEMBHRERMETE @

For the year ended 3| December 2017
BENI7F2A3NBILEE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's
obligations are discharged, cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and the consideration paid

and payable is recognised in profit or loss.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

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 amounts 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
estimate is revised if the revision affects only that period, or in the period of the

revision and 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 the reporting period, that may have
a significant risk of causing a material adjustment to the carrying amounts of assets

and liabilities within the next financial year.

Initial recognition of other intangible assets in business combination

The business combination was related to the Group's acquisition of 51% equity

interests in Nantong Hemeijia Hospital as disclosed in note 34.

As of the acquisition date, the purchase method of accounting for business
combinations requires the Group to identify assets acquired, the liabilities assumed
and any non-controlling interest in the acquiree and estimate their fair values.
The Group's application of the recognition principle and conditions resulted
in recognising some assets and liabilities that the acquiree had not previously
recognised as assets and liabilities in its financial statements. A medical license
was separately identified and estimated a fair value of RMB46,600,000 in 2017 as

disclosed in notes 18 and 34.

Determination of the fair value of medical licenses requires the use of significant
judgements and assumptions on estimating compound growth rate, long-term
revenue growth rate, and the discount rate, financial forecast and useful lives of

medical licenses valuation.
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For the year ended 3| December 2017
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KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continued)

Estimated useful lives and impairment of medical licenses

The Group’s management determines the estimated useful lives, residual values
and the amortisation method in determining the related amortisation charges for its
medical licenses. This estimate is based on the management’s best estimate of the
useful lives of medical licenses of similar nature and functions. The management will
increase the 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. Actual economic useful lives may differ from estimated economic
useful lives. Periodic review could result in a change in amortisation period and

therefore amortisation charge in the future periods.

In addition, the management assesses impairment whenever events or changes in
circumstances indicate that the carrying amount of medical licenses may not be
recoverable. When the recoverable amounts of medical licenses differ from the
original estimates, adjustment will be made and recognised in the period in which

such event takes place.
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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 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 2017, the carrying amount of goodwill was RMB122,283,000 (2016:
RMB49,302,000). Details of the recoverable amount calculation are disclosed in

note 9.
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KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continued)

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 2017, the
carrying amount of deferred tax assets were approximately RMB54,277,000 (2016:
RMB33,080,000). Further details are contained in note 21.

Impairment of loan receivables, trade receivables and other receivables

In determining whether there is an 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
conditions. 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 future cash flows are less than expected, a material impairment loss may arise.
The carrying amount of the loan receivables, the trade receivables and other

receivables are disclosed in note 25, 26 and 27.
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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 31. 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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

5. REVENUE 5. Wi
Revenue represents the amount received or receivable from provision of WaERHENERRELHEEERK
specialised hospital services and supply of pharmaceuticals and medical devices B8R AR T 0 B U SRR TR R A
business, net of discount and sales related taxes, are as follows: KA EREHE - WM
Year ended Year ended
3171212017 3171212016
BENI7F BE0165F
12831 BLLEE 2A3IRIEERE
RMB'000 RMB000
ARE T AEETT
Specialised hospital services: ERIBBR -
Provision of healthcare services REERG 792,731 745,876
Sales of pharmaceuticals and medical devices 5% % & B R i 95,071 87952
Supply of pharmaceuticals and R R BERERE
medical devices business 36,349 25,873
924,151 859,701

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



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 services
Revenue derived from specialised hospital services, especially in obstetrics

and gynecology, provided at hospitals within the Group.

(i) Supply of pharmaceuticals and medical devices business
Revenue derived from sales of pharmaceuticals and medical devices other

than those supply as part of the specialised hospital services.

For the year ended 3| December 2017
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For the year ended 3| December 2017
BENI7F2A3NBILEE

6. SEGMENT INFORMATION (Continued)

Segment information about the Group's operating and reportable segment is

presented below.

For the year ended
3| December 2017
External revenue

Inter-segment revenue

Segment revenue

Eliminations
Consolidated revenue

Segment results

Unallocated results
Profit before tax

As at 31 December 2017
Segment assets

Goodwill

Unallocated assets
Elimination of inter-segment

receivables
Consolidated assets

Segment liabilities
Unallocated liabilities
Elimination of inter-segment

payables

Consolidated liabilities

BE0I7E12R31 BLEEE

INF MR 887,802
EleR —

7 E M ER

Eaf|

887,802

o>
Bk

it

ZF

N

DEFEE

ANEHEE

74,458

BRIEAI R

R2017F 12831 H

NWEE 791,700
BHE 122,283
AOBMEE

P B P TR IR 4 8

582,822

6. DHWER(E)
AEBEERAREDBRBODHE
BEFMT

36,349
46,678

924,151
46,678

83,027 970,829

(46,678)
924,151

8,972 83,430

(49,483)

33,947

64,125 855,825
— 122,283
1,368,232

(519,220)
1,827,120

42,760 625,582

138,650

(519.220)

245,012



6.  SEGMENT INFORMATION (Continued)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BEN7F A3 BLFE

Other segment information

Amounts included in the

measure of segment results:
Depreciation and amortisation

Unallocated depreciation and

amortisation

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

HipnHEH

AAEDBRETANEE -

FrEREH
AAECHTE R
HEDE  BERR
HERFE
FERBEEL M)

AAEIFRBDEERZM
EHRTIBE2REE
RYEFENBRE

TEHAREE

FIEHRIX

2 EEF (H)

Supply of

pharmaceuticals

and medical

Specialised devices business
hospital services HEZRK Total
SN B R BRERIEEY At
hospital services devices business Total
RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT
55,155 697 55,852
3,821
356 I 357
339,080 31 339,111
1,141
2,030 2,479 4,509




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BENI7F2A3NBILEE

6.  SEGMENT INFORMATION (Continued) DEER (E)
Supply of
pharmaceuticals
and medica
Specialised devices business
hospital services S m & Total
ERIRE RS BRI st
RMB 00O RMB 00O RMB 00O
ANEBTFT ANEETFT ANEETFT
For the year ended BZ2016F 12831 BLEE
31 December 2016
External revenue AR 833,828 25,873 859,701
Inter-segment revenue MR — 42326 42326
Segment revenue o E 833,828 68,199 902,027
Eliminations 2k (42,326)
Consolidated revenue el 6 859,701
Segment results NEEE 110,331 7375 117,706
Unallocated results AP EER 6,180
Profit before tax IR 25t A ) 123,886
As at 3| December 2016 R20l6F 12831 A
Segment assets DEEE 569,822 46,062 615,884
Goodwil BE 49,302 = 49,302
Unallocated assets AOBMEE 1,434,022
Elimination of inter-segment P35 & I I8 4 85
receivables (415,633)
Consolidated assets HREE 1,683,575
Segment liabilities aR=iy= 575,771 31,758 607,529
Unallocated liabilities ANEEEE 108,298
Elimination of inter-segment BB < FRIB 1 81
payables (415,633)
Consolidated labilities HARRE 300,194

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERERAH



6. SEGMENT INFORMATION (Continued)

Other segment information

Amounts included in the
measure of segment results:

Depreciation and amortisation

Unallocated depreciation and
amortisation

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

L D EE R

N

AAEDBEREANSE

FrEREH
RABHE R

HENE  WERR
HERFER
FREEEE M)

AAEIFRBEEZM

EHREBELRKE

RUEHEA LR
FHAHLE
il

Specialised
hospital services
SR BB AR
RMB000
ARETT

39,312

823

173,187

24,742

Note: Non-current assets consist of property, plant and equipment, land use right, other

intangible assets and goodwill.

For the year ended 3| December 2017
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2EER (H)

Supply of
pharmaceuticals
and medical

devices business

HEER K Total
BRERMER BEr
RMB000 RMB000
AREFT AREFT
939 40,251

3421

95 918

4278 |77 465

2,345

[,873 26615
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For the year ended 3| December 2017
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SEGMENT INFORMATION (Continued)

Segment revenue reported above represents revenue generated from both
external and inter-segment customers. During the years ended 31 December 2017
and 2016, 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 and reportable 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 central
administration costs, directors’ emoluments and share of loss of associates not
directly related to the respective segment, which represents the intemally 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
results 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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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BEN7F A3 BLFE

7. OTHER INCOME 7. HitgA
Year ended Year ended
31/12/2017 3171272016
BZ2017F BZ016%F
2R3 ALEE 12A31BIEFE
RMB’000 RMB000
AREFT ARETFT
Interest income from bank deposits BITERZMEKA 8,301 15,374
Government grants LI 6 B 1,602 723
Interest income from loan receivables FEME KA B A 774 —
Interest income from amounts it Gl /NG
due from an associate FBUA 539 —
Interest income from certificates of deposit 17 5k#8 < F S WA — 628
Others Hit 1,847 1,614
13,063 18,339
8.  OTHER GAINS AND LOSSES 8. Hitk&ERES
Year ended Year ended
31/12/2017 3171272016
BZ2017F BZ016%F
12A3I BLEFE 12A31 BIEFE
RMB’000 RMB000
ARE T AEETT
Foreign exchange (losses) gains X (B8 ) e (20,336) 22,184
Net gain arising on financial assets designated #87E A& A T Ezt ABR.Z
as at FVTPL TREEEL CWEFR 3391 332
Net gain arising on bank financial products ~ $RYTIREIZE fn 2 W 5 58 3,283 5771
Impairment recognised on trade and B9 KA EYIR
other receivables R RME (2,476) an
Loss on disposal of property, plant HEWE  BEREED
and equipment, net BRFE (357) 918)
Others Hith (59) —
(16,554) 27,258




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
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9. OTHER EXPENSES 9. Hffix
Year ended Year ended
31/12/2017 31/12/2016
BE0I17F BZ016%F
2R3 BLEE 12831 BILEFE
RMB000 RMB000
ARB T AEBTT
Medical disputes expenditure BRSNS 1,784 1,166
Penalty expenditure AL 930 518
Acquisition-related costs WEE MR 650 —
Provision for medical disputes BRAGRE 358 776
Others Hit 91 308
4213 2,768

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



0. PROFIT BEFORE TAX

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

Cost of inventories recognised as expense

BR AR NFERA

Depreciation of property, plant and equipment 1% ~ iR R BiTE

Amortisation of other intangible assets

Amortisation of land use right
Total depreciation and amortisation

Operating lease rentals in respect of
rental premises
Directors' emoluments (note 12)
Other staff costs
Salaries and other allowance
Retirement benefit contribution
(notes 12 and 37)
Expenses on the Share Option Scheme
(notes 12 and 33)

Total staff costs

Auditor's remuneration

Ht A E A
T 356 PR MR B 5

FEREHREE

HEMFEEANCEEERS
EXHM (M 12)
Hifg BAA
e R HE 2R
RIKERI R
(B3 12 }2.37)
il g B T
(P& 12 F233)

R EE
S

For the year ended 3| December 2017
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BR Bt A1 A
AEEFAFBED R TSR :

Year ended

3171212016

HZ2l6%F

RA3IBLEEE

RMB000

AREFT

140,351 124,345
51,200 39471
7,454 4,201
1,019 —
59,673 43,672
78,461 68,319
348 2,384
312,772 276516
31,762 28,443

(3,165) (450)
341,717 306,893

2,610 2,900



For the year ended 3| December 2017
BENI7F2A3NBILEE

Enterprise income tax (“EIT")

Current tax in the PRC
Under provision in prior years

Deferred tax (note 21)

INCOME TAX EXPENSE

CEMER(REMER])
BN AT IR
BEFERETR
EEFE(fE21)

Total income tax recognised in profit or loss P18 & FER M FT{S 1 48 58

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

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 current year (2016
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% (2016: 25%) except as stated below.

In accordance with the approval from the local taxation bureau of Yubei
District, Chongging City (EETaIILEM T HH D) Yubeidishui nafushuitong
No.[2018]327 (811t b8 43 R B4 #8201 8]3275%) (2016: Yubeidishui nafushuitong
No[2017]1171 (a3b AR 4 ARELB[2017]1 171%R)), Chongqing Liren Hospital was
entitled to a preferential income tax rate of 5% for the year ended 31 December
2017 (2016: 15%).

Friesimx

Year ended

31/12/2016

BZE20I6F

A3 BIEEE

RMB'000

AREFT

26,924 31,457
242 457
(22,657) (5,299)
4,509 26,615

ARRIANAEEESEMALNEHRR
AN

MR AEBRAEE L ERANEEF
SHROERHAE  RTEAFREEF
BHEEQ0I6EF &)

BEFECERGHE(CEMGH
EDREBBEH - BT XA E N -
AEERAEMPENB AR EER
EMEHIERA25%(2016F : 25%) °

BEEETALERHHBEBE L8
om0 3 4 B 4% BR A 3820181327 5% (2016
F bR AR [2017]11715%)
ERBEABRREZE2017F12A31H
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INCOME TAX EXPENSE (Continued)

In accordance with the approval from the local taxation bureau of Nan'an
District, Chongging City (EE ™ FF R H%5/3) Nandishuinanshuitong
No.[2017]13818(Fa X R R4 iB[2017]138185%%) (2016: Nandishuinanshuitong
No.[2016]2892(R 054 FE FE38[2016]28925%)), Chongging Modern Hospital was
entitled to a preferential income tax rate of 15% for the year ended 31 December

2017 (2016: 15%).

Under the EIT Law and Implementation Regulation of the EIT Law, the statutory
EIT rate of Chongging Wanzhou HarMoniCare Hospital is 25% (2016: 15%)
In accordance with the approval from the local taxation bureau of Wanzhou
District, Chongging City (BB & M & #1775 % /3), Wanzhoudishuigaoshuitong
No.[2016]482(& M Fi 1% 8[2016]14825%), Chongqing Wanzhou HarMoniCare
Hospital was entitled to a preferential income tax rate of 15% for the year ended
31 December 2016.

In accordance with the approval from the local taxation bureau of Fuling District,
Chongaing City(EE /a5 75 /3) Fudishuichengshuitong No 20171966
(BB B[201719665%) (2016: Fudishuichengshuitong No[2016]144 (it
T ER8[2016]1445%)), Chongging Fuling HarMoniCare Hospital was entitled to
a preferential income tax rate of 15% for the year ended 31 December 2017 (2016:
15%).

In accordance with the approval from the local taxation bureau of Nanming
District, Guizhou City (&M BRI 5 55 /), Filing Documents of Enterprise
Income Tax Preferential ttems (2017) (2016: Shuitong No.[005]01 (%3 [005]01
5%)), Guiyang HarMoniCare Hospital was entitled to a preferential income tax rate

of 15% for the year ended 31 December 2017 (2016: 15%).

In accordance with the approval from the local taxation bureau of Yunyan District,
Guizhou City (EMMEAE T FHERE) Yundishuishuitong No.[2018] 5667(E
H BB IB[2018] 56675%) (2016: Yundishuishuitong No.[2017] 5499(E b FiHi i@
[201715499%%)), Guiyang Modern Hospital was entitled to a preferential income
tax rate of 5% for the year ended 3| December 2017 (2016: 15%).

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

FrEHim < (&)

BEEETHRRELHHBEBE DO
X 7 i B A B #[2017]13818%5(2016
F:EHERB0162892%) EE
BREEVREZ2017FNAINBLF
EEREX IS%HEZMERNEQ06
F115%) e

BECEMGHREEMSHE M
8 EEEMAMEBRAEEREM
BRHEEE25%(2016%F : 15%) ° R
EEMEMNBHAHERELNRXE
M ER R R 2016148257 - EEEMAE
ERRBZE2016F12A3BLEFES
BEEX 15%MBEMEHE -

BESEMERRLAREBE LT
S B 4 B 3B [20171966 5% (2016 4F
B 2016]14455) - EEZR
MEBRNEZ2017FNRA3IBLEEF
EEREXIS%HEZMERNEQ0I6
F15%) e

BEEMNTHEAERLFRERCEMS
MERBEEHERH(Q017)(2016F
BE[0051015%)  EGMEBRREZRE
WI7FENABULEFEERER I5%H]
BEAEHEQ0I6F : 15%) °

BEEMNTEEE M FBEHE LA
N EHMFIF®B[2018]56675% (2016 F : &
HF 20171549958 ) - ERFABRR
BEWI/ENANBLEFEERER
15% VB BPIEHE (20165 - 15%) ©



For the year ended 3| December 2017
BENI7F2A3NBILEE

1. 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:

Profit before tax B 754 BT 1

BS%HEANE
e ERTENTIE
AT A MBS 2

Tax at applicable EIT rate at 25%

Tax effect of expenses not deductible for
tax purposes

AERVBEBRNORETE

PR ERAHERTRER

Tax effect of tax losses not recognised
Utilisation of tax loss previously

not recognised
Tax effect of the preferential income tax rate BEFTEHENTH BT E
Tax effect of deductible temporary differences 7R3 A] F0)5 i = 2B 1)

not recognised b %
Utilisation of deductible temporary differences E)f LRI R HER
previously not recognised AR RER
Under provision in respect of prior years BEFERETR
Tax effect of income not taxable for BARBHAD
tax purpose e

Others (note i) A (Pt i)

Income tax expense B HRX

. FEHEX(E)
FRNHBE

M EA 2 E

ﬁ%%ﬁwﬂfﬂ%@T

33,947

8,487

8,020

7,353
(3.076)

(2.822)
2,060

(587)

242

(15,168)

4,509

Year ended
31/12/2016
HZE0I16F
A3 BLEEFE
RMB000
AEETT

123,886

30,972

3773

2503
(1,686)

(2.998)
47

(136)

457
(7,136)

439

26615



1. INCOME TAX EXPENSE (Continued)

Notes

0

(i

Under the EIT Law, withholding tax is also imposed on dividends declared and paid
to non-PRC resident in respect of profits eared by the PRC subsidiaries from |
January 2008 onwards. Deferred tax has not been provided for in the consolidated
financial statements in respect of temporary differences attributable to retained profits
of the PRC subsidiaries amounting to RMB211,497,000 as at 31 December 2017
(2016: RMB156,124,000), 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.

Others is an amount of RMBI5, 168,000 tax effect in relation to unused tax losses and
deductible temporary differences from Heilongjiang HarMoniCare Hospital. In 2017,
Heilongjiang HarMoniCare Hospital generated taxable profits and the management
reassessed whether sufficient future taxable profits and taxable temporary differences
will be available. As a result, the Group recognised deferred tax assets in this year
(2016: Others is an amount of RMB439,000 deferred tax recognised previously in

relation to unused tax losses that were expired in 2016).

. Fis
Bzt -

()

(i)

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

BB (8)

BBECEREHE - B2008F 1 A
A 8 BN 8 A Bt B R B ) SE R
BERERRRMRETARMNEN
e mRARENEHEREENE
1657 B oS 2 AR A RARRF AT
BERE - M ERNGE B RET M
20174 12 A31 B BIHE 2 8RS A
HEENEREEARE21,497,000
JT (20165 © AR 156,124,0007T)
FHREERIE -

Hit ABBEE TMERRAKRE A
BBEERAINAEREROTREY
2 ARHEEI5,168,0007T ° 20174 -
BRIMEBRAERSHE B8
BEITERRERE A T ER
BAERERH YR EEAHEA o
At NEBRARF ERRELTFIE
BE (20165 : At RARFEER
EIR2016F B BMIETERIBARE
439,0007T) °



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

12. EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID 2. EBRAUBESHFALEHH
EMPLOYEES
Executive directors, non-executive directors and five highest employees BTES  FHETESRENUESHFA
T
The emoluments paid or payable to directors were as follows: ENHENTEZNHMOT

For the year ended 31/12/2017
BE0I17F 12831 BLEEE

Retirement
Salaries and benefit scheme Share-based
allowances contribution payment Total
RIKER
FeRERR ATEIRR B3 #at
RMB'000 RMB'000 RMB000 RMB’000

ARETFT ARETT ARETT ARETFT

Executive directors (note i): MATER (M) -
Mr. Lin Yuming (#% X B9) MR E A 5T A (R ET i)
(note il 512 7 — 519
Mr. Zhao Xingli (f5£17) HE N %L 387 12 (682) (283)
Mr. Fang Zhifeng (77 58%) Palis: 3ikad 362 I (861) (488)
Non-executive directors: FHTES -
Mr. Lin Yuguo (#REE) MEBEE — — - —
Mr. Qiu Jianwei (EB3E(E) R EE — — - —
Mr. Xu Jun (]RE) "ERE — — - -
Independent non-executive BUFRTES
directors (note ii): CEIE
Mr. Kong Aiguo (FLE EX) HLEELE 200 — — 200
Ms. Fang Lan (3 &) HEZL 200 — — 200
Mr. Cai Jiangnan (221 ) EImkE 200 — — 200
Total Mgt 1,861 30 (1,543) 348

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



2. EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID

EMPLOYEES (Continued)

Executive directors, non-executive directors and five highest employees

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)

e BRI E @

For the year ended 3| December 2017
BEN7F A3 BLFE

12. EERIURESHFALHH(E

HTES  FUTESRIABSHFA

(Continued) + (&)
For the year ended 31/12/2016
HZWI6F12A31BIEFE
Retirement
Salaries and benefit scheme Share-based
allowances contribution payment Total
RIREF
e kR AT EIHER Bt s st
RMB000 RMB000 RMB000 RMB000
AEETT ARBTT AEETT AEETT
Executive directors (note i): MATER (M) -
Mr. Lin Yuming (P EER)
(note il R E A 5L A (B EE i) 511 7 — 518
Mr. Zhao Xingli (482 77) HENEE 399 12 210 621
Mr. Fang Zhifeng (77 58%) Pabis: 3ikad 373 7 265 645
Non-executive directors: FHITES
Mr. Lin Yuguo (PREE) MEBEE — — — -
Mr. Wang Lin (E3R) (note iv)  EARFEE(HI V) — — — —
Mr. Qiu Jianwei (T E2(E) lilfegtes
(note iv) (BT iv) — — — —
Mr. Xu Jun (fRE) (note iv) GERE (M) — — — -
Independent non-executive BUFRNTES
directors (note ii): CEIE
Mr. Kong Aiguo (FLE &) HLEBLE 200 — — 200
Ms. Fang Lan (77 &) hERL 200 — — 200
Mr. Cai Jiangnan (35T ) gEImkE 200 — — 200
Total S 1,883 26 475 2,384




NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
HmEMBHRERMETE @

For the year ended 3| December 2017
BENI7F2A3NBILEE

2.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID
EMPLOYEES (Continued)

Executive directors, non-executive directors and five highest employees
(Continued)

Notes:

(i) 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.

(i) The independent non-executive directors” emoluments shown above were mainly for

their services as directors of the Company.

(iif) M. Lin Yuming was appointed as the chief executive of the Company from 26 August
2014 and his emoluments disclosed above include those for services rendered by him

as the chief executive.

(iv)  Mr. Qiu Jianwei and Mr. Xu Jun were appointed as non-executive directors after Mr.

Wang Lin resigned on 2| December 2016.

HARMONICARE MEDICAL HOLDINGS LIMITED
MEBRERARLA

12.

ESRAURSHALHH(E)

HTES  FUTESRIABSHFA
(%)

(ii)

ERARATESNMEIRARE
HARRARASRBEREEAWNR
RN -

LRARBUFRTESOMEER
AREEEADAESARHEORS
2B -

MWEBREERWI4F8A26BEETE
ADBRZITREE - EXAREZHK
ZHeBEREATRAEHMRMHR
BzB&

BRERERGEREHTRLER
2016F 12821 BEHEREZ T AR
TEE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e BRI E @

For the year ended 3| December 2017
BEN7F A3 BLFE

12. EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID 2. EBERTUSEHFALHH(E)
EMPLOYEES (Continued)
Employees’ emoluments EEHM
Of the five individuals with the highest emoluments in the Group, one of them BZEWITENEINBILEE A&
(2016: one) is director of the Company for the year ended 3| December 2017 FRSEHEATH  ER—2(2064F :
whose emoluments are included in the disclosures above. The emoluments of the —ZVARNTEE  EHEMEBEDR L
four (2016: four) individuals were as follows: YHE W AT (0165 : WK 7 &
BmT
Year ended Year ended
3171212017 3171272016
220175 HZ2016F
12831 ALLFE 12A31RIEFE
RMB'000 RMB000
AR¥ T AREFT
Salaries and allowance e Rk 2,048 1,565
Performance related bonuses RIAATEAT 222 1,001
Contributions to retirement benefits schemes iR @ Fll5TE] 5% 42 92
Expenses on the share-based payment RO ZHFEX — 43
2,312 2,701
The number of these highest paid employees whose remuneration fell within the ¥WN TN TERNSESEHES AZW
following band is as follows: T
Year ended Year ended
317122017 3171272016
BZ2017F BZE20165F
12A31BLLEE 12A31RILFE
RMB'000 RMB000
AR¥ T ARETFT
Nil to HKD 1,000,000 Z £ 1,000,000 7T 4 4

During the years ended 31 December 2017 and 2016, 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.

B ZE207F R2016F 128318 It &
B BEEENEIRERZEME
M AEETENESIRARRTA
T RNEMMEERMARSE BRI
INGEE- B3 g



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

3. DIVIDENDS 3. RE
Year ended Year ended
3171272017 3171212016
BZ2017F BZ20165F
12A31 BLLFE 12A31B EFE
RMB000 RMB000
AREFT ARETFT
Dividends recognised as distributions during % AR &2 K HI AR E
016 FREBE - BK
the year 2016 Final - RMB5.0 cents ARES09
(2015: RMB5.5 centts) per share (20155 : AR#559) 37,921 42,057

RRERLERE  EZS2TEEZRER
017F 1283 BIEFERNRBKE -

Subsequent to the end of the reporting period, the Board doesn't recommend any

payment of a final dividend for the year ended 31 December 2017.

4. EARNINGS PER SHARE 14. BREF
FR ARABEEAEBEEREARE
SERA R TYISETE

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:

Year ended Year ended
3171212017 3171272016
BE2017F BZE20165F
12A3IBEFE 12A31BLFE
RMB000 RMB000
ARBFT ANRETT
Earnings 25
Earnings for the purpose of basic and REtESRER LB ERT
diluted earnings per share, representing ZBA(ARRBHEEA
profit for the year attributable to JE{h 2 FAME)
owners of the Company 27,394 95,708

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



For the year ended 3| December 2017
BZ0I7FNA3NBILEE

I4. EARNINGS PER SHARE (Continued) 4. SREFN(E)
Number of shares ROHE
Year ended
3171272016
=S
016F12A31RILFE
RMB000
ARETFT
Weighted average number of ordinary BT EBRERR
shares for the purpose of basic and EE RN g
diluted eamings per share TEikEE 758,402 763,844

The weighted average number of ordinary shares for the purpose of basic and REFEERERREERMN 2 METHE
diluted earnings per share has been adjusted without taking into account the ~— REIE BN Bt kBB E2017F 12A31 H
shares purchased and held by the trustee of Company’s Restricted Share Incentive I FEBARAREE R BB EETHE

Scheme for the year ended 31 December 2017. FAABBIHANRGNIER TELAE -
There is no dilution factor in 2017. The computation of diluted earnings per share ROI7TERFHEBEEIE RW0I7TE - Bk
in 2017 is same with basic eamings per share. BERN A B REGRERENER -

The computation of diluted earnings per share in 2016 does not assume the RWOICEFREBRMNZ A BT RRERE
exercise of the Company's share options granted under the share option scheme BREERE AR ABRERTE(ME
(note 33), because the exercise prices of those options were higher than the 33) RARZERREZITEERNALR
average market price for the Company's shares for 2016. R 2016 F 2 FHTIE



For the year ended 3| December 2017
BENI7F2A3NBILEE

5. PROPERTY, PLANT AND EQUIPMENT

COST
At | January 2016
Additions

Transfer

Acquired on acquisition of

a subsidiary

Disposals

At 31 December 2016
Additions

Transfer

Acquired on acquisition of

a subsidiary (note 34)

Disposals
At 3| December 2017

ACCUMULATED
DEPRECIATION

At | January 2016

Charge for the year

Eliminated on disposals

At 3| December 2016
Charge for the year

Eliminated on disposals
At 31 December 2017

CARRYING AMOUNTS
At 31 December 2016

At 31 December 2017

A

0I6FIAIH

NE

BE

Wi — KB AR
BA

HE

2016F 128318
AE

BE

W —RMB AR
BN 34)
HE

20176124318

ZHTE
W0I6FIAIH
FAXHE
HE R 88

2016%12A831H
FAYH
HE RIS

20175128318

REE
2016%12A831H

20176124318

Leasehold
land and
buildings

HELH

RigF

RMB 000

ARETFT

25171

12,063

37234

7923
1,390

9313
1,697

11,010

27921

26224

Leasehold
improvement
HEME
K
RMB'000
ARETFT

165617
648
50,989

8,134

226,388
15,750
7904

884

250926

81,446
20010

101,456
29518

130974

124932

119,952

Medical

equipment

BRI
RMB'000
ARBFR

151473
14710

7466
(2836)

170813
20,131

6,141
(2,049)

195036

74472
13,788
(.164)

86,096
1586
(1.990)

99,967

84717

95,069

5. Y% BERSKE

Motor

vehicles

at:d
RMB'000
ARETFT

11,743

29
(868)

[1,166
1,672

785
(467)

13,156

9597
746
(816)

957
94|
(442)

10,026

1,639

3,130

Furniture

and fixtures

FRARKE
RMB'000
ARBTFR

49,588
3,602

363
2017)

51,536
3573

543
(3.501)

52,151

38,859
3537
(1730)

40666
3,183
(3052)

40,797

10,870

11,354

Construction

in progress

EETR
RMB'000
ABEFT

38075
28160
(63052)

3,183
42860
(7.904)

6916

45,055

3183

45,055

Total

st
RMB'000
ARMF R

441,667
48,120

16,254
(721)

500,320
83986

15,269
(6017)

593,558

212297
39471
4710)

247058
51,200
(5:484)

292,774

253262

300,784



PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, except for 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 10 - 30 years

Leasehold improvement Over the shorter of the lease term

and estimated useful lives up to 10 years

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

As at 31 December 2017, the carrying amounts of property, plant and equipment
without the property certificate were approximately RMBI|,114,000 (2016:
RMBI1,762,000).

As at 31 December 2017, the costs of the property plant and equipment, which
have been fully depreciated but still in use were approximately RMB4,654,000 (201 é:
RMB1,292,000).

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

W - BERRE(R)
g - BERREER (RRTEE
93 RS BERER FRRES
HAEFENT -

ME T REF 102304
MEMEEE REREERE

|0 FRfEEHAT A

FHPNREE
BERIE 10
AE 4B 6EF
RERRE 3E6EF

RI7TENAINB BEMEZREN
NE - BERRBZEEEHNARA
K ®11,1140007L(2016F : A B &
11,762,0007C) °

RN17F12A318 EXEHERD
ERRAZDE BERXENKED
BAREE46540007T(2016F : AR
1,292,0007T) °



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

6.

LAND USE RIGHT

6. i

Land use right

+ {5 R
RMB000
AREFr
COST B
As at | January and 31 December 2016 RNI6FIAIBRIZA3IA —
Acquired on acquisition of a subsidiary(note 34)  RUKEEHTE A Ak i A (Fi5E34) 120,175
As at 31 December 2017 R2017F 12431 H 120,175
ACCUMULATED AMORTISATION Rit#es
As at | January and 31 December 2016 RNI6FIAIBRIZA3IA —
Charge for the year FRZH 1,019
As at 31 December 2017 R2017F 12831 H 1,019
CARRYING AMOUNTS fREE
At 31 December 2016 R2016F 12431 H —
At 31 December 2017 R2017F 1231 H 119,156

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERERAH



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

AR RM T @

For the year ended 3| December 2017
BEN7F A3 BLFE

17. GOODWILL 7. &

Goodwill

EE

CosT AR
Asat | January 2016 R2016F1 A1 H —
Arising on acquisition of a subsidiary RIE — R B A AR ESE 49,302
Asat | January 2017 R20I7F1A1H 49,302
Avrising on acquisition of a subsidiary (note 34) P — PR 8 8 e 2 A (P 3T 34) 72,981
As at 3| December 2017 R2017F 1231 H 122,283
IMPAIRMENT A
As at | January and 31 December 2016 RNI6FIAIBRIZA3IA —
As at 3| December 2017 R2017F 124318 —
CARRYING AMOUNTS RHEE
At 31 December 2016 20165 12A31 R 49,302
At 3| December 2017 2017 12A31 R 122,283

ANNUAL REPORT 2017
2017 F#&



For the year ended 3| December 2017
BENI7F2A3NBILEE

8. OTHER INTANGIBLE ASSETS

COST

As at | January 2016
Addition

Acquired on acquisition of a

subsidiary

As at | January 2017
Addition
Acquired on acquisition of a

subsidiary (note 34)
As at 31 December 2017

ACCUMULATED
AMORTISATION

As at | January 2016

Charge for the year

As at 3| December 2016
Charge for the year

As at 31 December 2017

CARRYING AMOUNTS
At 31 December 2016

At 31 December 2017

5%

R2016F 1 A1 H

ANE

RIS — R KB 2 Al
BA

20171 A1 H

NE

RIEE — KK B A Bk
BA(KEE34)

R2017F 12431 H

B
M2016F 1 A1 H
FRZH

R2016F 128318
FRZH

R2017%F 12 A31 8

IREE
R2016F 128318

R2017%F 12 A31 8

Software

LA
RMB'000
ARETT

7,044
4234

11,278
974

267

12519

3618
88|

4499
882

5381

6,779

7,138

18.

Trademark

[
RMB'000
ARETFRT

33,200

33,200

33,200

2,766
3,320

6,086
3,320

9,406

27,114

23,794

HitEREE

Medical licenses

BRYUR
RMB'000
ARETT

(note)

(Hfaz)

61,900

61,900

46,600

108,500

3,252

3,252

61,900

105,248

Total

st
RMB000
ARE TR

40244
4234

61,900

106,378
974

46,867

154219

6,384
4,201

10,585
7454

18,039

95,793

136,180



OTHER INTANGIBLE ASSETS (Continued)

Note:

In 2017, the amount of medical license identified and derived from the acquisition of Nantong
Hemeijia Hospital was RMB46,600,000 (In 2016, the amount of medical license identified and
derived from the acquisition of Heilongjiang HarMoniCare Hospital was RMB61,900,000).

Management considered that the above other intangible assets have finite useful
lives. Such other intangible assets are accordingly amortised on a straight-line basis

over the following periods:

Software

it
Trademark
A

Medical licenses

BENR
IMPAIRMENT TESTING ON GOODWILL

For the purposes of impairment testing, goodwill set out in note |7 have been
allocated to two individual cash generating units (“CGUs"). The carrying amounts

of goodwill as at 31 December 2017 allocated to these units are as follows:

Goodwill

Heilongjiang HarMoniCare Hospital REIAEER
Nantong Hemeijia Hospital HENERER

During the year ended 3| December 2017, management of the Group determines

that there is no impairment of any of its CGUs containing goodwill.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

HitEREE ()
DEE

R20175F - FRERKERBNER B
NEHERERSE A ARKE46,6000007T
(F2016%F « FFRWEEERTMERRR
MEVSH B EER S E A ARKE61,900,000
JT) o
EEERRLNMEMENEEABAR
AERAFS ZEEMBEREERLR
TYIEMRE GEEH

5-10 years
5-105
10 years

104
25 years
256

R L (B

RREAERME - MEI7MEREE S
REMERENReELEL(REEE
B HER017F12A3IBHK
HAEARENTZEEN

e
317122016
2016F 12831 R
RMB000
ANBEFT
49,302 49,302
72,981 —
122,283 49302

HEWT7ENAIRBALEE KEE
EEEErHERSRENEMREEL
B ERE o



For the year ended 3| December 2017
BENI7F2A3NBILEE

9.

IMPAIRMENT TESTING ON GOODWILL (Continued)

The basis of the recoverable amounts of the above CGUs and their major

underlying assumptions are summarised below:
Unit A- Heilongjiang HarMoniCare Hospital

The recoverable amount of this unit has been determined based on a value in
use calculation. That calculation uses cash flow projections based on financial
budgets approved by management covering a 5-year period, and discount rate
of 13.5%. Unit A’s cash flows beyond the 5-year period are extrapolated using a
steady 3% growth rate. This growth rate is based on the forecast inflation rate of
China, considering that the growth rate will not exceed the forecast inflation rate
of the country. Other key assumptions for the value in use calculations relate to
the estimation of cash inflows/outflows which include budgeted sales and gross
margin, such estimation is based on the unit's past performance and management's
expectations for the market development. Management believes that any
reasonably possible change in any of these assumptions would not cause the
aggregate carrying amount of Unit A to exceed the aggregate recoverable amount
of Unit A.

Unit B- Nantong Hemeijia Hospital

The recoverable amount of this unit has been determined based on fair value less
cost of disposal calculations determined using the income approach. The level of
the fair value hierarchy into which the fair value measurement is categorised in its
entirety is level 3. These calculations use cash flow projections based on financial
budgets approved by the management covering a 8-year period, such estimation
is based on the group of CGUs' past performance and the management's
expectations for the market development. Cash flows beyond the 8-year period
are extrapolated using an estimated weighted average growth rate of 3%. The
cash flows are discounted using a post-tax discount rate of 13.5%. The discount
rate reflects specific risks relating to the business. The management believes that
any reasonably possible change in any of these assumptions would not cause
the aggregate carrying amount of the group of CGUs to exceed the aggregate
recoverable amount of the group of CGU:s.

R RUE R A ()
TR eELEM RO BHEER
HI ZMBERERSANT -

EfiA-REINXER

ZEM KR E S HREE R EER
BET - A EERREBEEREMR AR
ESFHMNIBEENRERBARIER
%L%%Wﬁ°$ﬁAmttw5¢$m
RentERRTEHERE 3% o i
ETB§F¢IWEWL%THW 3%
BREXIGBATENBABRE - 5
Mﬁ@ﬁﬁ%ﬁ@%%@“ﬁ&ﬁ%m
)\//)\L Bt (REEEHERER)
BRGANDERZEMNBERTELE
BEAMSEROBMHEL - EEER
REMZERRNEMSEALEDT
TeRREMLANAAREEBBELA
HAaRATREEE -
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20. INTERESTS IN ASSOCIATES

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

AR RM T @

For the year ended 3| December 2017
BEN7F A3 BLFE

20. REZEQARzER

31/12/2017 31/12/2016

2017F 12831 B 20165128318

RMB000 RMB000

AREFT ANEETFT

Cost of investments in associates REHE AR KA 32,460 8223
Share of post-acquisition losses and AMEWEERERK

other comprehensive income Hith 2 HE M (5,118) (595)

27,342 7,628

ANNUAL REPORT 2017
2017 F



For the year ended 3| December 2017

BZE017F12A31 BILFE

20. INTERESTS IN ASSOCIATES (Continued)

Details of each of the Group's associates at the end of the reporting period are as

follow:

Name of entity

BREE

Hibaby (note)
A& (M)

Harmonicare International

Medical Group Limited
XFEREREEARA

Selford
ERRE

Beijing DeepHealthcare
Management and

Consultation Co,, Ltd

IR EREREEAARRAR

Shenzhen DeepHealthcare
Overseas Medical
Service Co,, Ltd
A BRI EEREERLD

Country of
incorporation/
registration
AL,
AEMER

Mainland China
B

Hong Kong
&

Mainland China
B At

Mainland China
B At

Mainland China
H B At

Principal place

of business

TEERBE

Mainland China
FEIAH

Hong Kong
Bk

Mainland China
B A

Mainland China
B A

Mainland China
B A

Proportion of
ownership interest

held by the Group

AEBTEE
Z e R L
2017 2016
20175 20165
49.47% 51%
30% 30%
20% 0%
30% 0%
40% 0%

Proportion of Voting

rights held
by the Group
rEERER
ZRRRELLA
2017 2016
201745 2016
49.47% 51%
30% 30%
20% 0%
30% 0%
40% 0%

Principal activity

FTEER

Assisted maternity consultant

management consulting

PERREEGN

IVF International referral

platform

AERRERED

Technical extension service
provision of enterprise

[T products and services
AR ¢ ARt
IR ATEREMIEI
WETER  BHR
HRE

IVF International referral

platform

AEEREREDT

IVF International referral

platform

AERRERBDT



20. INTERESTS IN ASSOCIATES (Continued)

Note: The Group holds 51% of the issued share capital of Hibaby. However, under the
Articles of Association of Hibaby, the Company has no control over it. The directors
of the Company consider that the Group does have significant influence over Hibaby

and it is therefore classified as an associate of the Group.

The Group transferred 1.53% of the issued share capital of Hibaby to a natural person
in 2017, and RMB60,000 of disposal gain is recognised.

Summarised financial information of material associates
Summarised financial information in respect of the Group's material associates is set
out below. The summarised financial information below represents amounts shown

in the associate’s financial statements prepared in accordance with IFRSs.

All the associates are accounted for using the equity method in the consolidated

financial statements.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

REE QT 2 ()

fioit - AEBERFAARBSI%EHTHRAR - A
i REFSIBEz AREAE - £
RIS E BT HE - AAREEERD
AEBHIEBUBEATEN  H6
HENBRIGEZBENRT -

R20178  AEEKHEBI.53%E
BARAEZET—REAA LR
HE IS AR E600007T °

EABERNTZMBERBE
BRASEERRERACMBENE
ZHEN T - TXHBEHBRE 2 5B
ERAREERPBERE LR Y
BRRFAIN 2SR -

FIEBE DR RABEEANGRHE
RENE



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e T BRI E @

For the year ended 3| December 2017
BENI7F2A3NBILEE

20. INTERESTS IN ASSOCIATES (Continued) 20, REEQTZHED(E)
Summarised financial information of material associates (Continued) EABENRAZHBERNSE(E)
Hibaby AR

317122017 31/12/2016

2017F 12831 B 2016F 12731 H

RMB'000 RMB000

AREFT ARETFT

Current assets MEEE 37316 12,547
Non-current assets FrREEE 36,012 453
Current liabilities nEAE (30,864) (4373)
Non-current liabilities FRBEE — -
Year ended Year ended

31/12/2017 3171212016

BZ2017F BZ0I16%F

12A3I BLEFE 12A31 BIEFE

RMB000 RMB 000

AREFT AEETT

Revenue Yz 9 —
Loss from continuing operations SEREEBER (6,163) (1,374)
Post-tax loss from discontinued operations B4 IF IR B — —
Loss for the year FREE (6,163) (1,374)
Other comprehensive income for the year ~ FREAIZEUA — -
Total comprehensive expense for the year ~ FAZERALBEE (6,163) (1374)

Dividends received from the associate

during the year

FR B E QAR

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERERAH



20. INTERESTS IN ASSOCIATES (Continued)

Reconciliation of the above summarised financial information to the carrying

amount of the interest in the associate recognised in the consolidated financial

statements:
Net assets of Hibaby HENEEFR
Proportion of the Group's ownership AEERIN AR AR
interest in Hibaby =LA
The Group's share of net assets of Hibaby AEEN A ANEEFHE
Carrying amount of the Group's AEERH AR
interest in Hibaby ZERHEE

Aggregate information of associates that are not individually material

The Group's share of loss from AEBENORHBLEEBER
continuing operations

The Group's share of other AEENEEMEEBA
comprehensive income

The Group's share of total AEEHE2E(AX)
comprehensive (expense) income LNt

Aggregate carrying amount of AEERZERE AR

the Group's interests in these associates Bmz At REE

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

20. REFEDEzED(E)
TR HERRRENESPHRRE
BR BE R RE  RAECHE -

31/122016
2016F12A31H

RMB000

AEBFT

42,464 8,627
49.47% 51%
21,007 4400
21,007 4,400

ERFEABEAT 2 EREHR

Year ended
31/12/2016
HE0I16F
2A3IBLEE
RMB000
ANEETFT

(1,537) (122)

42 228

(1,495) 106

6,335 3,228



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BENI7F2A3NBILEE

21. DEFERRED TAX ASSETS/LIABILITIES 2. BEHEEEBE

For the purpose of presentation in the consolidated statement of financial position, AREEMBRARNEFME - & T
certain deferred tax assets and liabilities have been offset. The following is the EERBEERAGCHEE - U BR
analysis of the deferred tax balances for financial reporting purposes: EHEOERENIBEERMEZAITWT -

31/12/2017 3171212016

2017F 128318 20165124318

RMB'000 RMB00O

ARE T ANEETFT

Deferred tax assets ERTRIEAE 54,277 33,080
Deferred tax liabilities BEHIEAE (47,925) (15511)
6,352 17,569

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERERAH



2|. DEFERRED TAX ASSETS/LIABILITIES (Continued)

The following are the major deferred tax assets and liabilities recognised and

movements thereon during the current and prior years:

Accrued

staff costs

EitEaAE

R8I0

AEBFT

At | anary 016 H0I6EI1818 1176
Credt (charge) toproft orloss STAER

(BREM) -

Acquston of shsdares ~ SEEHERR -

At | anary 2017 A07EIAI 1176
Credi charge) o proftorloss 5T AR

(EB&T%) ()

Acquistion of subsidires YENELE -

t31 Deceber 217 H0I7E1A3IR 1140

Note: The balance represents the non-deductible advertisement expense that exceeds the

annual deduction allowed by the EIT Law. This deductible temporary differences is

Fair value
Adjustment
on property,
plant and
equipment,
land use right
and other
intangble
assets from
acquisitions

of sbsidaries
LT PE
it
HERRE
THRRER
BlErEE
nAvEEE
AMBow
AR#TL

(15511)

(15511

|40
(38

(#195)

Tax

[osses

HEkR
AR
AEETT

9

(#9)

4488

4468

Accrued
rental

€Xpenses

EirRefx
1]
ARETT

3346

b

34

allowed to be set-off against income from subsequent taxable years.

Advertisement
expenditure

(note)

26004

16513

Q517

21.

Unrealised
profit
from

intra-group

transaction

§EERA
RERAE

RMBO0D
ARETT

1430

18

1,658

(15

1953

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

EEHEEE BEE)
RAFERBEFEMER L RELTHK
BEENABREZSOT -

Provision

fife
A8
ARETT

0

18

1)

JIA)

M

Allowance

for doubtful
debts Others Total
REAE 4 it

R8O RBO) R8O
ARRTR  AREFT ARETR

b g] yp]

5 6 5%
- - (15511
2l 0 17569
0 ) 0657
- - (3
bl4 % 437

EREBBLEMBIEM AR
FRABEN AR ESF
X oo AR E B R A S A
RERHEFRARA -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

21.  DEFERRED TAX ASSETS/LIABILITIES (Continued) 2. EEHEEE/BEE)
Deferred tax assets have not been recognised in respect of the following items: BERIBEET BHER TIEE
3171212017 31/12/2016
201712831 H 20165 12431 H
RMB000 RMB000
AREFT ANEETFT
Tax losses REEE 71817 54710
Deductible temporary differences ARERERE 42,203 35,371
114,020 90,081
No deferred tax asset has been recognised in relation to those tax losses and B A O TR AR R Y B 8 R R R A 2R
deductible temporary differences due to the unpredictability of future profit streams RETKAIREA R AE ATE S AT )
of the relevant subsidiaries and it is not probable that taxable profit will be available AREEE MUERZEHEBER
against which the tax losses can be utilised. AR E R ZRERRLEHREE -
The tax losses will be expired as follows: BBEEIBRERNAT -
3171212017 31/12/2016
201712831 H 20165 12431 H
RMB'000 RMB000
AREFT AEETT
2017 20175 — 12,305
2018 2018% 11,904 11,904
2019 2019%F 9,343 9,343
2020 2020 10,850 10,850
2021 2021 10,308 10,308
2022 2002 F 29412 —
71817 54,710

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



22.

Loan to Wuxi HarMoniCare Hospital

FINANCIAL ASSETS DESIGNATED AS AT FVTPL

BT EHNEBR 2EN

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 based on the actual capital fully paid up by the equity owners.

In October 2016, pursuant to the Agreements, the Group entered into a loan
agreement (* the Loan Agreements I") 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.

22.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

EEARAVEGABGEZEHEE

3171212016
2016F 12431 H
RMB000
AEEFT

99,723 48,000

99,723 48,000

RWICFIOR FEBREHMER
Tz BEEE AT — DA ERER—
ErRhE(ZEHE]) BEZZH
2 AEEREHNZFRNEHNERR
RHER@ AR 64,0000007C + 1E78
FARREMEE TRHEENE T A
E REESNEBRER2019F6A
J0BATMAEBENR - ZERHEHN
X8 2 80%RIEEEM - REZZW
FOARERREAE TN ZEEEREN
Hep =18 () BREFHREER : QR
BERERBEFBRABHNEER
IR Q) RREREABRAZH
BARRE S EHNEERT 2 80% M
1 o

R216F 108 REZZHE  ~5E
HEHNEBRIV-HERGR(E
HmED EE0016F 128318 K
CEREMESNEBRXNEMEER
o BEA AR 480000007 « ZER
BEEBIIRITEEMEA475%:E - &
R2019% 6 A30 AEIH -



For the year ended 3| December 2017
BENI7F2A3NBILEE

22.

FINANCIAL ASSETS DESIGNATED AS AT FVTPL (Continued)

In April 2017, the Group entered into a supplementary agreement (“the
Supplementary Agreement ") modified the payment clause of the Loan
Agreement I, which stipulates that the Group would pay the remaining amount of
RMB 16,000,000 to Wuxi HarMoniCare Hospital ten days after the supplementary

agreement was signed.

According to the Agreements signed in October 2016, the Group will provide a
loan to Wuxi HarMoniCare Hospital at 80% of investment amount that exceeds
RMB80,000,000. In June 2017, pursuant to the Agreements, the Group entered
into a new loan agreement (“the Loan Agreement II") with an aggregate amount

RMB32,000,000 to Wuxi HarMoniCare Hospital.

As at 31 December 2017, Wuxi HarMoniCare had not obtained the medical
license and had not commenced operation. The loan granted under the two loan
agreements and two supplementary agreements contain embedded derivatives and

is designated as a financial asset at FVTPL upon initial recognition.

22.

EEARAVEG ARG ZEHEE
(%)
M2017F47  REBR LTS

(TR 1]) - 58| 0 RFE
TER] EFREAREARRERT
165 & 18 + RS A A1 S AN Sk B e 4R 1k 0
ERARMK 16,0000007T ©

RER2016F 10 ARENZ S HE
SERAESHNXBREHERERE

B A R 80,000,000 TTH B85 ) 80% B E
o MWNITF6R BEZSHE
SRV ERBE(ERBZEID @

EHMEERITMHATE AR 32000000

7E°

R2017F128318 - EHMEERH
ADGEEHR bAFABEER - RE
MRERBEERRNERGAKENE

HEERAXTETR  UENSER
BRETARATEF A AEG ERE
go



23. OTHER LONG-TERM ASSETS

Deposit for acquisitions of businesses (note) U R (Fi5E)
Advance purchase of property, BENE  HERR

plant and equipment

Note: At 26 May 2017, the Company entered into an agreement with SH.T Healthcare
Group to acquire 36% equity interest of Shangrao S.H.T Healthcare Industry
Investment Co., Ltd. with a contribution of RMB37,600,000. By the end of 2017, the
Company has paid RMB32,600,000 to SH.T Healthcare Group and this transaction
has not been completed as changes in the registration are not accomplished and a

key medical license has not been acquired.

At |6 November 2017, the Company entered into an acquisition agreement with
Mr. Zhuo Guohua, the controlling shareholder of Beijing Huafu Hospital. According
to the agreement, the Company would acquire the 51% equity interest of Beijing
Huafu Hospital from Mr. Zhuo with a total consideration of RMB12,043,000. By the
end of 2017, this business transaction has not been completed as certain transferring

condition in the acquisition agreement has not been achieved.

23.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

HRHPEE
317122016
2017F 12831 R
RMB000
AREFT
44,643 —
37,346 —
81,989 —

WisE : BR2017F5R268 © RARIESH.T
Healthcare R BT % - MHE A
R #37,600,0007T B i Shangrao S.H.T
Healthcare Industry Investment Co., Ltd.
HI36%MHE « R2I07FE - ARRE
FIS.H.T Healthcare 2B X AR
32,600,000 * R HRTHEEE D
FE HARDGIEEZDR B2
BRI KT

R20I17F11A168  AARHERE
T8 e B9 2 AR AR R £ B2 S AR T v K
B o BEZBE  AAFHNE
RBARE12,043,0007TA 4 NE
L REFER NS I %BE - R2017F
K- BREERENE TERGEEE
RER  MREEBRIHARTH °



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e T BRI E @

For the year ended 3| December 2017
BENI7F2A3NBILEE

24. INVENTORIES 24, BE
3171212017 31/12/2016
2017512831 H 2017 12831 H
RMB000 RMB000
ARKEFTT AREFT
Pharmaceuticals B 14,748 15,940
Medical devices and consumables BENGNEEREY 7,552 8,643
22,300 24,583
25. LOAN RECEIVABLES 5. BUER
3171212017 31/12/2016
2017512831 H 2017F 12831 H
RMB’000 RMB000
ARKEFTT AREFT
Interest-free loan receivables EEERER 120,957 —
Fixed-rate loan receivables TREWER 10,000 —
Variable-rate loan receivables FEEWER — 5,000
130,957 5,000
Analysed as o
Current BN ER 130,957 5,000
Non-current JERNER - —

Individual loan receivable is significant and terms and conditions of each loan

receivable are disclosed separately. All of the loan receivables are unsecured credit

borrowings.

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF

EREARBREFREEERERZ &
RRGHEBRE - MARKETSR
EEMERER -



25. LOAN RECEIVABLES (Continued)

Loan receivables comprise:

fixed-rate

loan receivable (i)
EBRMER()

variable-rate

loan receivable (i)

2 BRI )

Term of

borrowing

B F

From 23 January
2017 to 31 December 2018
201791 A23822018F 12A31H

From 4 July 2016 to
30 June 2017

201657 848 &201756A30H

interest-free loan receivable (i) Non-fixed term

% BREUE A i)

interest-free

loan receivable (i)

% B WS TGl

EEEFH

From 24 April 2017 to
23 April 2018
20174 A24HE2018%4 4238

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

25. BUWEN(E)

BREREE:
Carrying amount
Effective RREE
interest rate 31/12/2017 31/12/2016
BRAE 2017F 128318 2016F 12831 H
RMB'000 RMB000
ARKETT AREFT
10,000 —
8%
Prevailing bank borrowing — 5,000
interest rate stipulated by the
People's Bank of China
REARRITRE ZHITR
TEERIE
— 110,957 —
— 10,000 —

Notes: Btk
(i) The loan is made to a company controlled by an employee. (i)
(i) On 16 November 2017, the Group entered into an Acquisition Agreement with (ii)

the controlling shareholder of Beijing Huafu Hospital and Beijing Huafu Hospital,

pursuant to which the Group agreed to acquire the 51% equity interest of Beijing

Huafu Hospital. The Group has agreed to make a loan to Beijing Huafu Hospital

which will be used towards the repayment of the borrowing from Mr. Zhuo Guohua,

the controlling shareholder of Beijing Huafu Hospital. The Group expects to discuss

the repayment arrangement of the loan with Beijing Huafu Hospital after it becomes

profitable.

REERDRGET —BREAEH
—RRA] e

R2017F11A16R » REBE RE
T B8 BT 2 PR AR AR R R 3k R 2 T B8 B =T
VRERE Bt AEERERE
I RERERS I%KE - AREERE
Mt RERBREE-ZER MR
SEFBAREERE L AERBR
ZERBRREBELEZER - K
EEAR L RERNBRRFBEE
RELEERZBREHE -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BENI7F2A3NBILEE

25.  LOAN RECEIVABLES (Continued) 25. EWER(E)
Notes: (Continued) Mzt - (4B)
(i) (Continued) (i) (%)
The Group paid the loan to Beijing Huafu Hospital in three batches with no fixed REBD =Mt REFER I
repayment deadline and details are as follows: SRETEFBR2ER  HEW
T~
Amount
]
RMB’000
Time of payment ENSTE ARETFT
13 July 2017 2017878138 37957
30 November 2017 20175 11 A30H 15,000
20 December 2017 20174F 12 H20H 58,000
110957
(i) The loan is made to a third party company. iy FHEEFRHT-HEE=FAF -

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



26. TRADE RECEIVABLES

The Group allows a credit period of approximately 60 days to 180 days for the
specialised 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:

Less than 90 days EINTIPN
91 to 180 days 91 £ 180K
181 days to | year 18I RE | F
Over | year B E

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 is as follows:

181 days to | year I8l XE | &
Over | year HBiE I E

26.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

ESRWRE
AEERRARRENBR R REKER
BREERBEFENEER KD
REOEI80K  MIHEEmXBRRIE
HEERRRARREMN0OZEIOK

TXEFRER R A2 LG R
R RN E 2 RIGIRRE DT

317122016

2016F 12831 H

RMB000

AREFT

42,255 21,480
635 5287

2,726 629
679 1,690

46,295 29,086

HRTXHARBECBHERERENES
FBYRE - ARAEZRBFESEF
BEMEELBFHAEEEE 1
EREFPHNEERBE - ARAIEETH
AHERERES A NERFERBERPH
EERE -

BEAHEBRREE S ERFIENRE D
T

3171212016
2016F 12831 H
RMB000
AEEFT

2,726 629
679 1,043

3,405 1,672



For the year ended 3| December 2017
BENI7F2A3NBILEE

26. TRADE RECEIVABLES (Continued)

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
the credit quality of the trade receivables from the date that the credit was initially

granted up to the end of each reporting period.

Movements in the allowance for doubtful debts:

Asat | January 2016 016F1A1AH
Addition 120

Amounts written off as uncollectible A SEN AT B KR
As at 3| December 2016 2016F 12431 H
Addition 0

Amounts written off as uncollectible A SH AT U R ROR

As at 31 December 2017 2017%F12A31 8

26.

B 5 EWHEE)
ERHERRENE 5 KA R R
BB RBRT O ERE TER
1%[51?’2\ TR N EW A ?ﬁiz}&‘iﬁ
RUZHHRENEFPHEERLBER
mHIARE - %BAQEV\&&EAZH
ERBEHREFRUFENEELE
TEBAEEY BARRAEFENBEE
KRR AT AR A BRI ERS -

REREEE

RMB000
AEETT

763
[11

@n

783
1224
#2)

1,965



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BEN7F A3 BLFE

27. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 7. EAR REREMERRER
3171272017 3171212016
201712831 B 20165 12 A31 H
RMB'000 RMB00O
AREFT ARETFT
Deposit paid for the proposed acquisitions  fer i EHE L e
of businesses (note) (BF=E) 44,000 9,000
Prepaid rental BERMEE 41,571 22,38
Prepayments to suppliers R RN E 35,678 17,195
Deposits to suppliers NFHER RS 8,177 1,849
Consideration receivable for interests
of an associate BERAIEGNERRE 2,031 1,266
Interest receivable IR & 1,313 1,173
Other receivables H o TR 1,392 3463
134,162 56,327
Note: Deposit paid for the proposed acquisitions of businesses represents a due diligence Wist - BEMUBEB 2 ENRENR20174
deposit to the counterparty for proposed acquisitions of businesses in relation to A3 ARERRBEERRERE 2
hospital services as at 31 December 2017. The deposit will be refunded if the Group EBMRSHFHIIN EREER
choose not to acquire the equity interest of the target after the due diligence. % MARERBRESREETR

BEGEE AZEEHTERE -

Movement in the allowance for doubtful debts RAREBEED

RMB000

AREFT

As at | January 2016 016F1 A1 100
Addition 2m -
Amounts written off as uncollectible FHSE AT IR FRIB —
As at 31 December 2016 201612 A31 B |00
Addition 120 1,252
Amounts written off as uncollectible SN AT B IR (98)

As at 31 December 2017 2017%F 12 A31 B 1,254




NOTES TO THE CONSOLIDATED
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For the year ended 3| December 2017
BENI7F2A3NBILEE

28. TIME DEPOSITS AND CASH AND CASH EQUIVALENTS 8. EHERRRERREEEY
31/12/2017 3171212016
201712831 B 20165 12 431 H
RMB'000 RMB000
AREFT AEETT
Cash and cash equivalents denominated in: ~ EA T EEEHENR
EREEHEEY
~RMB - AR 169,931 578,453
-UsD —X7 266,046 282,652
- HKD —BT 31,018 90,891
466,995 951,996
Bank balances carried interest at prevailing market rates which range from 0.01% to R2017F12A318 - RITHE#HIAR
1.30% per annum as at 31 December 2017 (2016: 0.30% to 3.80%). THSEMENF00I1%ZE 130%(2016
1 030% £380%)5H 8 °
Most of the bank balances denominated in RMB were deposited with banks in the RE D AARBEEHERRITHEBRTRF
PRC. B % 4R1T -
3171212017 3171212016
2017 12831 H 20165 12 431 H
RMB000 RMB000
AREFT ARETFT
Time deposits denominated in: BUATEEAENTHER
~RMB - AR 45,000 115,000
As at 31 December 2017, the bank deposits of RMB45,000,000 carried interest at R217F12A318 - fRITERARE
variable rates which range from 1.00% to 3.90% per annum (2016: 1.80% or 1.95%), 45,000,000 7T A 3% 8 F M A F 1.00% &
with original maturity of more than three months. 3.90%(2016%F : 1.80%3k 1.95%)&H & + [R

FIHERA=EANULE -

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BEN7F A3 BLFE

29. TRADE PAYABLES 29. EZERRE
31/12/2017 31/122016
2017&12A318 2016F12A31H
RMB’000 RMB 000
ANE¥ETFT AREFT
Trade payables BHREMNHIE 16,020 16,552

Trade payables are non-interest bearing and are normally granted on 0 to 90

days credit term. An aging analysis of the Group's trade payables, as at the end of

reporting period, based on the goods received date, is as follows:

EHRNFERLE  BEE0ENKRM
EEH NEREHR  2EBRLE
BEAZSIME HENFIERESTNT

31/1212017 3171212016

2017F 128318 2016F 127318

RMB’000 RMB000

ARB T AREFT

Within 90 days 90RA 13,342 13,790
91 to 180 days PIESEFN 924 251
181 days to | year 18I RE | 5 811 2511
Over | year 1AL 943 —
16,020 16,552

ANNUAL REPORT 2017
2017 F#&



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 3| December 2017
BENI7F2A3NBILEE

30. OTHER PAYABLES AND ACCRUALS

30. HEARERESER

3171272017 3171212016

2017F 12831 B 20165 12 A31 A

RMB'000 RMB00O

AREFT AEETT

Advances from patients WA 75,173 95,441

Staff cost payables & B AR 31,522 29,110

Construction fee payables ENEEER 4,078 2,682

Accrued rental expenses fEEt Y 3,043 1,970

Accrued operating expenses FEst2 &R 2,133 1,672

Other PRC tax payables H e BE 1,471 324

Deposit from suppliers HEELES 1,073 185

Consideration payable for acquisition W IR S RN AE

of non-controlling interest 850 —

Loan payable B ER 500 4,500
Consideration payable for acquisition WE—ENEL R EARE

of a subsidiary — 598

Others it 8,700 4818

128,543 141,300

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERERAH



31.  PROVISION

As at | January 2016 R2016F1 A1 B
Provision B

Payments 5

As at 31 December 2016 R2016F 12431 H
Provision B

Payments (NES

As at 31 December 2017 R2017F12A31 H

The Group s involved as defendants in certain medical disputes arising from its
normal business operations. The directors of the Company assess the exposure
and an outflow of economic benefits on certain major medical disputes existed at
the end of the reporting period based on the best estimate of the management

and the opinion of the external legal advisors.

31

For the year ended 3| December 2017
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B

Provision for medical
dispute claims
BRAUDRERE
RMB 00O
ARETFT

822
776
(545)

1053
358
511)

900

AEERAEXBEEIENETER
ApMIERRSE - ARAIEEREEE
ERREMR RIMNEERBERNERF
BREHRETIBRERUDNEAR K

@ T[S 2
EMER

o



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e T BRI E @
For the year ended 3| December 2017
BE07F 2R3 ALFEE
32. SHARE CAPITAL
The Company and the Group

32.

BA

ARARFEE

Nominal value

Number of shares per share Share capital
Rin g BHEE A
HKD HKD
BT BT
Authorised HE
At | January 2016 (note i) 201651 A1 B(HE) 1,140,000,000 1,140,000
Increase in authorised ETE ARG — -
share capital
At 31 December 2016 and 2017 72016 5 [ 2017 F
127313 [,140,000,000 [,140,000
Issued but not fully paid BRTERMRE
On incorporation (note ii) Al AASIC ) | 0.001 —
New issuance (note i) BT (e 99,359,492 0001 99,359
Transfer to issued and BERED BT RAR (M)
fully paid (note ii) (99,359,493) (99,359)
At | January 2016 R2016F 1 A1 H — —
At 31 December 2016 and 2017 722016 6 22017 F
12A31 8 — —
Issued and fully paid BRTRAR
At | January 2016 20161 A1 H 770,324,085 0.001 770,324
Shares repurchased and B0 RoT sHAR AR (P aT i)
cancelled (note i) (11,906,000) 0.001 (11,906)
At 31 December 2016 R2016F 124318 758,418,085 758418
At 31 December 2017 R2017F 124318 758,418,085 758418

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



For the year ended 3| December 2017
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32. SHARE CAPITAL (Continued) 32. BRA(H)
The Company and the Group (Continued) ERRRAKE(E)
2016
20165
RMB000
ARETFT
Presented as EXTI) 598 598
The Board announced that on 2| December 2017, it resolved to adopt the BEE2R0I7FNABEMRZERE
Restricted Share Incentive Scheme as a means to recognise the contribution of and MEtEl - ZET AR B 8 AR E AR
provide incentives for the key management of the Group and persons who made SEIZEBABRYREEELRES
special contribution to the Group. As at 31 December 2017, no award has been BERHATLT - BE2017F12A318 -
made under the Restricted Share Incentive Scheme. During the year, the trustee of BEIDECREFERLE - FA R
the Restricted Share Incentive Scheme purchased shares of the Company pursuant HIERG BB EE T ERARER
to the Restricted Share Incentive Scheme. AR R B T BB AR R BRI -
Price per share
Number of ordinary BRERK Aggregate
Month of purchase shares Highest Lowest consideration paid
BAR®G EBR¥A BS i BRAKE
HK$ HK$ HK$000
BT BT TIET
December 5,404,000 3.15 286 16,081
12H
Presented as RMB 000
255 ARETT
13,650
During the year, apart from the above transaction, neither the Company nor any FR-RERRFUIN ARBHEE
of its subsidiaries had purchased, sold or redeemed any of the Company’s listed AMBERARTEBE  HEXBEOAL

secunities. B LT ES o



For the year ended 3| December 2017
BENI7F2A3NBILEE

32.

SHARE CAPITAL (Continued)

The Company and the Group (Continued)

Notes:

M

(i)

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 HKDO0.00I per share. On 9 June 2015, the
Company increased its authorised share capital to HKD 1,140,000 divided into
,140,000,000 shares of HKDO0.00I each.

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 Investment Limited (“Mighty Sky”), at a total consideration of
RMB240,304,000, which was fully paid on 16 March 2015.

Mighty Sky is owned by CCBI Investments Limited (“CCBI Investments”). The ultimate
beneficial owner of CCBI Investments is China Construction Bank Corporation, which
is also the ultimate controlling shareholder of CCB International Capital Limited
("CCBI"). CCBI was the underwriter and the joint sponsor when the Company was
listed. Immediately before the completion of the Global Offering, Mighty Sky held
8.00% equity interest in our Company.

In May and July 2016, a total of | 1,906,000 ordinary shares had been repurchased on

market and subsequently cancelled by the Company.

32.

B (&)
ARARAFEE (F)

Fft

(@)

(i)

2014588260 - ARERHEHSHT
MR AEREEREERA AT
AR 81 4380,000,000 % B AX I {E0.00 |
BILERM © 2015F6A98 + A7)
BEEERAILE 140,000 7T 5
£1,140,000,000R R EE0.001 BT
g o

AR AREREERERR
H)Homecare B E AR 7] — R AR B
REARD ©

2014 128 » AR FD Bl RHomecare
K Mighty Sky Investment Limited
( [Mighty Skyl ) 1790,152,7878%
59,206 7050810 - BREAARYE
240,304,0007C * 201563 A 16A 1

=
/B °

Mighty SkyFICCBI Investments Limited

( [CCBI Investments] ) &&%A -
REERBITRNDAERDFACCEI
Investments RIS EREBA » TR
BREBEMERAA ( [RRE
1) BREERRR - BRER A
AREBETHNBHBLEERE
A o BEZIREETHAT - Mighty Sky
FHAADRB00%MKIE

WI6F5SARTA - ARBCHTHRE
B R EKEHE K11,906,0008 &}
% °



33.

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 six 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 two directors of
the Company, four 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 three years.
The share options will be vested when the certain performance conditions stated

below are met.

At 31 December 2017, the number of share options expected to vest was nil.

33.

For the year ended 3| December 2017
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ERESE
AREIRERW0ISF6AIBBBZRK
RRBRRMERE BB RES
g ZAEMEIEAMARNKLRES
EERMRE  BREA NGNS
BREREE6F - REBRETE K
AEEFEANAERES (REART
EXRAKEREES)RLBERE - BRE
FEIBR20I5F7 878 BIARRRH
PBER AT R _ET B ER) AR

R0I5F7R  ARAIEEEHAER—
HEEBREBRAEEBERAEL
ETHERE ZZ56ERARABRE
EERRREE AL ARRRRERE
KB ARARANBARIETES -
BEERESE SERARAERL
ARRIERENRITEESRTIOET
READNALBER RNI5F7H
ARREZRRREEABARER
9339600 BRER AR A RANEL
Ala TEESHER6T742001 i K
1 o BRERBBBEL AR ARIFR
REZEHE BT - BREMRTX
iz B FRBIGHEERESE

R2017F 128318 BHEEENE
gL E AT -



For the year ended 3| December 2017
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33. SHARE OPTION SCHEME (Continued)

The share options are exercisable according to the following arrangement:

Grant date

B A

Vesting condition

BERHT

Tranche | July 2015 (I Revenue increase by 5% and net profit
attributable to the owners of the Company,
excluding the non-recurring expenses
as defined in the Share Option 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
HEWSENRARILEERERE
EN14F12A3 BEFEZ RS HRIE
5% RALDREE ARG EFR(TE
REREEESE 2 FEE MRS EN
20% :

2 RARARENEBHANEARR

£t 015878 ()

33, BRREEI(E)
BRI T O BT

Locked-up Period
and Unlocking Date

RENRBERS

The date which is |2
months from the grant

date

Unlocking
portion

)

4,834,140, 30% of the
total share options

granted

G BERERE 12188 48341400 « 5B &M

2B

B EBH30%



33. SHARE OPTION SCHEME (Continued)

Tranche |l

—it

Tranche Ill

F=H

Grant date

RHAH

July 2015

20157 A

July 2015

2015%F7A

Vesting condition

BE Rt

()

@)

Revenue increase by 10% and net profit
attributable to the owners of the Company,
excluding the non-recurring expenses
as defined in the Share Option Scheme,
increase by 25% for the year ended
31 December 2016, compared to the
corresponding amounts for the year ended
31 December 2015;

Individual performance during the vesting
period set by the Company

BE016F NA3ALFEREREAS
20156 12 A3 Eliﬁﬁzifﬁﬁéé%ﬁm
0% RAREIHER NS FEFE(T
R %ﬁiﬂm%z#i«ﬁﬁﬁﬂi)iiJD
25%
RARARRENZEBHANEARER
Revenue increase by 5% and net profit
attributable to the owners of the Company,
excluding the non-recurring expenses
as defined in the Share Option Scheme,
increase by 30% for the year ended
31 December 2017, compared to the
corresponding amounts for the year ended
31 December 2016;

Individual performance during the vesting
period set by the Company
BZEWI7ENA3REFREREREE
16F 12431 BIEFE 2 HESBEEM

15% R AR A GEE ARMENBFETE
REBREEEE 2 FEEMERS)EN

30% :
RARRRTENHBARNNEARR

For the year ended 3| December 2017

HBE017F 12831 BILEE

33. BRESEI(E)

Locked-up Period
and Unlocking Date

HEMREERAY

The date which is 24
months from the grant

date

EFH ARt m24EA 56398301

Z B

The date which is 36
months from the grant

date

AEH RS H6EA 56398301

2B

Unlocking
portion

BERD

5,639,830, 35% of the
total share options

granted

B R
R BH35%

5,639,830, 35% of the
total share options

granted

EERE
FE A 4B 21 35%
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For the year ended 3| December 2017
BENI7F2A3NBILEE

33. SHARE OPTION SCHEME (Continued)

(1) The following table discloses the movement of share options held by the

Eligible Grantees

33, BRREEI(E)

() TREBSEREARAFMEENE
RENZE

Number of options for the year ended 31/12/2017
BE0I7F 1283 AEFENBRERE

Balance
atbeginning  Granted during  Forfeited during Lapsed during Balance at end
Share options of the year the year the year the year of the year
SRR FAER FRRE FRRY FREX FRER
Directors: EF:
Mr. Fang Zhifeng (77 5:38) it i 672,000 - - (672,000) -
Mr. Zhao Xingl (# 17) BENEE 532000 - - (532.000) -
Subtotal Gt 1204000 — - (1,204000) -
Members of the senior management: BREEEHE -
Mr. Li Wenfeng (2 3C) FYBEE 529,760 - - (529.760) -
Mr. Ren Jinhui (£ £18) (i b 308000 - - (308000) -
Subtotal Gt 837,760 — - (837,760) -
Certain employees HTES 1,912,855 - (139,860) (1,772995) -
Total @5t 3954615 - (139,860) (3814,755) -

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



For the year ended 3| December 2017
BZ0I7FNA3NBILEE

33. SHARE OPTION SCHEME (Continued) 33, ERESHE(E)
(1) The following table discloses the movement of share options held by the () THREBSEREABAFREENE
Eligible Grantees (Continued) RENEE

Number of options for the year ended 31/12/2016
BE0I6FN2A3 ALFENBRERE
Balance

atbeginning  Granted during  Forfeited during Lapsed during Balance at end

Share options of the year the year the year the year of the year
Bk &R FREH FRRHK FRAXK EREH
Directors: EF:
Mr. Fang Zhifeng (77 532) hERLE 1,344,000 - - (672,000) 672,000
Mr. Zhao Xingli (1)) BENEE 1,064,000 - - (532000) 532,000
2,408,000 - - (1,204,000) 1,204,000
Members of the senior management: BREEEHE -
Mr. Su Jianging (&R i2%) (Note) HRiE () 1,995,000 — (1,995,000) — —
Mr. Li Wenfeng (23 ) ZXEEE 1,059,520 - - (529.760) 529,760
Mr. Ren Jinhui (FE£18) (R e 616,000 — — (308,000) 308,000
Mr. Chen Longzhen (PR 8) REELE 459,200 - - (229,600) 229,600
4129720 - (1,995,000) (1,067360) 1,067,360
Certain employees ETEE 4645690 - (1,279,180) (1,683,255) 1,683,255
Total @&t 11183410 - (3274,180) (3954615) 3954615
Note: Mr. Su Jianging resigned his position as a vice president of the Company on 30 ik M20165F6A308 « &EE%
June 2016. ERHEARRRIBIEH -
The exercise price is HKD7.| per share option and is determined by the TEEBARBHBRETI BT B

directors of the Company. ADRESFERE °



For the year ended 3| December 2017
BENI7F2A3NBILEE

33. SHARE OPTION SCHEME (Continued)

(2)  The estimated fair value of the share options granted on the date of grant.

Share options

Tranche |
Tranche |l

Tranche Ill

SRR E

‘5%% lﬁUdi 5°|d¥
Mol

Directors

Bz
HKD
BT

324
3.56
3.82

(3)  The approach of determining the fair value of the share options is as

follows:

33, BRREEI(E)

2) REHABRHOBRENGE D

7

Chief executives
BRETBAR
HKD

BT

324
3.56
3.82

Certain employees
HTEE

HKD

BT

263
3.14
353

(3) EERREAFENGENT

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:

Exercise price (HKD)
Dividend yield
Risk-free interest rate
Year to expiration
Expected volatility

Suboptimal exercise factor

R ATRE B B B
BRI A T - R
RLTENSERERDENEE
BRI - BRENEERET
TEBRRNETRENED - O

Directors

Bz

TREERL) 7.
R Bz 0%
g e o P 1.37%
BERF H 556
TRHER IR 60.82%
RETERZ 25

BRHANEENT -
Chief executives Certain employees
BETHRAR ETEE
7.1 7.1
0% 0%
1.37% 1.37%
5.56 5.56
60.82% 60.82%
25 1.5



33. SHARE OPTION SCHEME (Continued)

@)

The approach of determining the fair value of the share options is as
follows: (Continued)

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.

At the end of the reporting period, the Group revises its estimates of the
number of options that are expected to ultimately vest. The impact of the
revision of the original estimates, if any, is recognised in the profit or loss
over the remaining vesting period, with a corresponding adjustment to the

share options reserve.

As the performance conditions of Tranche Ill was not satisfied, the
corresponding share options were not vested in accordance with the Share
Option Scheme. The number of share options expected to vest is nil at
31 December 2017. During the year, the Group reversed an expense of
RMB4,708,000 (2016: RMB25,000 expense recognised) for the relevant

tranche, the performance conditions of which were not expected to be met.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

33. BRESEI(E)

3)

EERRELFENTENT ()

BRI ER A LR AR T @R
ERERNFHELREETE - B
HhERnBERFHEREESEL
BB RAR BRI  TTRERA)
ROIRERRR T EFLAE -

R|EHR - AREETELYEY
ERFBNBRERE 25 €
ARG NEE (DA RFIRE
BHRN B MR THERERE
HREFLARRE -

AREZBRRAGRERRERK
FHBRERBERES LR
RE - BHR2017F12A3185
BERBREZAAZH -FN - H
RESAES R KRR GHEEE
B AEERZSHRBEERZA
K #4708,0007T(2016%F - EHR
Fxz AR 250007T)
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34.

Cash paid
Committed/paid capital injection

ACQUISITION OF SUBSIDIARIES

Provisional Amounts for Acquisition of Nantong Hemeijia Hospital

On 31 July 2017, the Group acquired 51% of equity interests of Nantong Hemeijia
Hospital for a consideration of RMB32,000,000 and effecting a capital injection of
RMB267,755,000 (an amount of RMB88,000,000 has been paid by the end of the
year) into Nantong Hemeijia Hospital. This acquisition has been accounted for using
the purchase method. The provisional amount of goodwill arising as a result of
the acquisition was RMB72,981,000. Nantong Hemeijia Hospital is engaged in the
provision of specialised hospital services. Nantong Hemeijia Hospital was acquired

s0 as to continue the expansion of the Group's specialised hospital services.

According to the performance commitment of the acquisition agreement, the
Group's management considered Nantong Hemeijia Hospital could achieve
performance requirements in the next few years, so the acquisition-date fair value

of contingent consideration was worthless.

Consideration transferred and capital injected

ExfiRe
B&#/BRALE

Acquisition-related costs amounting to RMB650,000 have been excluded from the
consideration transferred and have been recognised as an expense in the current
year, within the other expense line item in the consolidated statement of profit or

loss and other comprehensive income.

The estimated fair values of the identifiable assets acquired and liabilities assumed
as of the acquisition date, are preliminary, pending final evaluation of certain assets,
and therefore are subject to revisions that may result in adjustments to the values

presented below.

34.

U BB B A R
WEREENEREBRNEELE
WI7F7A3NB AEEUREAR

%32,000000t W EERBEMER BB
SI%MHE - WREBENERERTEA
R#267755000 L(FEAEEZTAR
% 88,000,0007T ) o it I8 U B £R B Uk R
EAE - AUBEENHEAARE
72981,0007C - FBAMER B EHR
BRRS  AEBUBHANERER
NEBET R EER BT

RERBEHZANEOAE AEEE
EERREBNEXEBRARBETE
HEHER  HRBEHNIARER
FELESS -

CEERERCEAESR

RMB000
ARETFTT

32,000
267,755

299,755

EEBERECMRUERARFIARY
6500007C * RWBEABAACRAFHE
nEaRakEtERkERDHAH
X —BERRFEX °

REERE  ETEEERTHERRT
b BRI BRI BERIAEREYD
SR A FERER - B A EEHA
TIREBENHBE -



34. ACQUISITION OF SUBSIDIARIES (Continued)

34.

Provisional Amounts for Acquisition of Nantong Hemeijia Hospital (Continued)

Assets acquired and liabilities assumed at the date of acquisition are as follows:

Property, plant and equipment
Land use right

Other intangible asset
Inventories

Trade receivables

Prepayments, deposits and other receivables (note)
Cash and cash equivalents (note)
Loan receivables

Rental deposits

Trade payables

Other payables and accruals

Tax payables

Deferred tax liabilities

VERN NG
TR
Hth B EE

#E

B 5 WA

BAR - 2E R E M RKER (M)
RehReFEN(ME)
FEURE R

HeRE

BHRNTR

Htp e sUR KRB
FERIBIR

EERIAAES

Note: The Group made RMB267,755,000 capital injection including RMB88,000,000 which

has been paid and disclosed in cash and cash equivalents. The remaining amounts

RMB 179,755,000 is contained in prepayments, deposits and other receivables.

The provisional aggregate fair value of property, plant and equipment, land use right

and other intangible assets at the date of acquisition amounted to RMB182,311,000.

These fair values are estimated by independent external valuers. The carrying

amounts of these property, plant and equipment, land use right and other intangible

assets acquired amounted to RMB46,815,000 at the date of acquisition.

For the year ended 3| December 2017
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Bk LR (E)
WEEENERBRNEESHE(A)
RUBAMNERBEERERIESE
mE :

RMB000
AEETT

15,269
120,175
46867
1356
1534
194315
95514
10,000
19
(3.864)
(2,062)
(594)
(33.874)
444,655

BisE - AEEFAMARE2677550007 &
SOREXNEERESRELSE
Wi E H) A R H88,000,0007T © FIgRIR
BAR179,7550007T st AR -
Be REMBEKZIE -

RIEEBE W% BEREE L
FREAREMETEENG XL TE
EEAARE 1823110007 ° ZEQF
BB INRE L i E A fh 5T BT o PAUKER
BE ZEME BERSRE Lk
AENREREEMEYEENREE
ABAR 468150007 °
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34. ACQUISITION OF SUBSIDIARIES (Continued)

Provisional Amounts for Acquisition of Nantong Hemeijia Hospital (Continued)

Goodwill arising on acquisition:

Consideration RE
Plus: non-controlling interests o SRR

(49% in Nantong Hemeijia Hospital) (EBAMERERA49%)
Less: net assets acquired " ERBEEFE
Goodwil BE

Goodwill arose in the acquisition of Nantong Hemeijia Hospital because the cost of
the combination included a control premium. In addition, the consideration paid for
the combination effectively included amounts in relation to the benefit of expected
synergies, revenue growth, future market development and the assembled
workforce of Nantong Hemeijia Hospital. These benefits are not recognised
separately from goodwill because they do not meet the recognition criteria for

identifiable other intangible assets.

None of the goodwill arising on this acquisition is expected to be deductible for tax

purposes.

Net cash outflow on acquisition:

Cash and cash equivalents acquired BREREIREEEY
Cash consideration paid ExfHeRE

L4 ) PNGITE )
KREBNERERENEESR(F)
KRELENEE

RMB000
ARETFTT

299,755

217,881
444,655

72,98

WEMBNXZERELHERARA
A B2 ZHIEEE - KRizih B
XHAEHREERERRARHLHA
Yogs - WAER - RRTHERNES
HRNERERNANERNERE - L
AR m e A Bp e B A E
MR EMAKEEDER D&

| A
A5+ °

TRARBELNEERAHISETH
HHRL ©

KB REFRL
RMB000
AEEF T
7514
(32,000)

(24,486)



34.

ACQUISITION OF SUBSIDIARIES (Continued)

Provisional Amounts for Acquisition of Nantong Hemeijia Hospital (Continued)

Impact of acquisitions on the results of the Group

Included in the profit for the year is RMB6,974,000 attributable to the additional
business generated by Nantong Hemeijia Hospital. Revenue for the year included

RMB37,748,000 generated from Nantong Hemeijia Hospital.

Had the acquisition been completed on | January 2017, total group revenue for
the year would have been RMB969 million, and profit for the year would have
been RMB37 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 |

January 2017, 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 2017, the directors of the Company have
calculated depreciation of plant and equipment acquired and amortisation of land
use right and other intangible assets 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.

34.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

iR KR 2 R ()
KREBNERERENEESR(H)
KREFREREZFE

HEMXRBERELEZMNBEARS
6974,0007C 5t A F AA B o F Al s
BREBNXZEREL ZHEARE
37,748,000 7T ©

WA ER2017FIAIBTK - FRE
B’ a AR 969,000,000 © &
FRFESAARE370000007T © #%iE
ZERHEMFA AP RBEHKBEER
017F | A BREK - 2EEMERES
ZWRREEEE  TIRIERKRES
AR o

M E R 2017FFEETHE - ADF
EENETAREES |Wm R EE
RRREBREHOSANRELEZATE
(MIERBEATBERETRRZEE
BHAEHERERE RS E I TERT
b RAENEMEY EE B -



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
HmEMBHRERMETE @

For the year ended 3| December 2017
BENI7F2A3NBILEE

35. OPERATING LEASES 35.

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

Keng

AEEEREEA

RESHR  ARERETTHELE
HEMBRKEREMNFAEIHE W

follows: T
31/12/2017 3171212016
2017 12831 B 2016%F 12831 H
RMB000 RMB000
AREFT AEET T
Minimum lease payments under REMERBEMEERNK -

operating leases:
Within one year —FRx 89,433 77,855
In the second to fifth year FERF 297,644 265490
After five years L& 225,023 107,206
612,100 450,551

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.

HARMONICARE MEDICAL HOLDINGS LIMITED
MEBRERARLA

MEHENTAREARERERRD
ERMONERNOES - RFRAN
HHEEERIZ220F  AREE T2
AR AEE RELE -



36. CAPITAL COMMITMENTS

Capital expenditure in respect of acquisition ~ FLUXEEI % « BB K &E
of property, plant and equipment RHENEESNSSY
contracted for but not provided in the BEBEHENEARAZ
consolidated financial statements

Capital expenditure in respect of acquisition ~ FA4R & BT TSR & pL ke

of property, plant and equipment mE - BERRED
authorised but not contracted for in REBRTHNERHAS

the consolidated financial statements

37. 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 3| December 2017 amounted to RMB31,792,000 (2016: RMB28,469,000).

36.

37.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

BARIE
31/122016
2016F12A31H
RMB000O
ARBFT
271,886 1,638
38
271,924 1,638
RKERHEK

AEETEEEATERNEENEK
ERRWBAGEIKE o RAE] B
BRRIAERRENFEXNRBALAR
KRBT EIRT  UBNEERAAE
HE - AEEHRKENGENE—F
EEMEL R EMMZK - BE20175F 12 A
3B EEERRI HARKERIAAR
BARM317920007T(2016%F : AR
28,469,000 7T )



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e BHRRME @

For the year ended 3| December 2017
BENI7F2A3NBILEE

38. RELATED PARTY TRANSACTIONS

(a) Name and relationship

Name

#8

38. BEARS
) BERBEE

Relationship

&

From | January 2016 to 31 December 2017
B2016F 1 AIBE2017512A31 8

Bosheng Medical
BEBE

Xining Modern Hospital of Obstetrics and Gynaecology Co., Ltd.
(AERRFBEBR QA (Xining Modern Hospital”)
(HERKBERER])

Hebei Modern Woman Hospital Co., Ltd.
(TIEBR R ZF B AR R A]) (“Hebei Modern Woman Hospital”)
(MR Rz 7B )

Hibaby
(S184)

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF

Company controlled by Mr. Lin Yuming
AR EREEER 2 AT

Company controlled by Mr. Lin Yurong, a shareholder of

the Company
AR AIRRAERE LR 2 2 A

Company controlled by Mr. Wu Yaping, a close family member of

Mr. Lin Yuming
HREFEEMERARE IR ZRZ AT

Associate

i UN



38. RELATED PARTY TRANSACTIONS (Continued)

(@) Name and relationship (Continued)

Selford
(BEBB\)

Xiandai Maternity Hospital of Nanchong Co,, Ltd
(ARBRGEBRERAT)
(“Xiandai Maternity Hospital of Nanchong™)
(RARFERR])

Leshan Modern Women Hospital Co,, Ltd
#LBRERFERRARRF]) (“ Leshan Modem Women Hospital”)
(TRURRFERR])

Gansu Taihetang medicine Co,, Ltd
(HRAMZBEEREFAR]) (“Gansu Taihetang medicine *)
([HBAMERE])

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

38. BEAIRZ(E)
@) EBREZE)

Associate
Hﬁi FLUAN Ej

EE=NAN

Company controlled by Mr. Su Donggj, a close family member of

Mr. Lin Yuming

HHLEAEMEREEZAR) BRZ AT

Company controlled by Lin Yurong, a close family member of
Mr. Lin Yuming
A ER(MEREE ORI ER 2R

Company controlled by Lin Yurong, a close family member of
Mr. Lin Yuming
A ER(MERELEORER DA



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

e T BRI E @

For the year ended 3| December 2017
BENI7F2A3NBILEE

38. RELATED PARTY TRANSACTIONS (Continued)

(b) Related party transactions

38. BABARS (&)
(b) BEIXS

Year ended Year ended
31/12/2017 3171212016
BENI7F BEWI65F
2R3 BLEFE 2R3 BIEFE
RMB'000 RMB'000
AREFT ARETFT
Sales of pharmaceuticals AT &7 E Sm
medical devices and consumables to: BER R b SRR
Xining Modem Hospital AERRER 4,766 223
Leshan Modern Women Hospital ZURRGEER 1,160 —
Xiandai Maternity Hospital of Nanchong HRRRRESRR 271 —
Hebei Modern Woman Hospital AL R T B 251 267
Gansu Taihetang medicine Co,, Ltd HBEANEB L
BREERT 255 —
Heilongjiang HarMoniCare Hospital (note) BETRERR (FaE) N/A T iE F 5299
6,703 5,789
Rental expense to Bosheng Medical EREEREEER 269 655

Bzt - REBER20165F 128318
W R T A= B P 6995%
P o

Note: The Group acquired 95% equity interests of Heilongjiang
HarMoniCare Hospital on 31 December 2016.

AERGRAKEEERH
B2 IR T B AR E K5
AR AEIFETT ©

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.

HARMONICARE MEDICAL HOLDINGS LIMITED
MEBRERARLA



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

#r 6 B 3% 3R 3R MY 5T ()

For the year ended 3| December 2017
BEN7F A3 BLFE

38. RELATED PARTY TRANSACTIONS (Continued) 8. BHARZ(E)
(c)  Related party balances () BELEER
Amounts due from related parties P& W B Bt 5 O
31/12/2017 3171272016
2017512831 B 20165 12A31 B
RMB'000 RMB00O
ARE T AERETT
Trade in nature E5ME
Amounts due from Xining Modem Hospital ~ F& U7 % 3R K 17 2= B e ;008 360 15
Gansu Taihetang medicine HBAME 8% 18 —
Total Mgt 378 15
The following is an aged analysis of amounts due from related parties which ATRERERRENEZAHN
is trade in nature based on the invoice date at the end of each reporting o ERKEN T RIERER D
period: i
3171212017 3171212016
2017 12831 B 20165 12431 H
RMB000 RMB000
AREFT ARETFT
Not past due A 378 5
The above receivable from the related company is unsecured, interest-free iR E A B A R
and within the credit period at 31 December 2017. 2B HZFIBER2017F 124311



For the year ended 3| December 2017
BENI7F2A3NBILEE

38. RELATED PARTY TRANSACTIONS (Continued) 38.

(c)  Related party balances (Continued)

Amounts due from related parties (Continued)

Non-trade in nature

Amounts due from associates [ U N R OB
Hibaby g8
Selford EAR

As at 31 December 2017, the balance includes a loan to Hibaby amounting
to RMB19,000,000 with fixed interest rate 8%, RMB10,000,000 of which
is due on 30 June 2018, RMB9,000,000 of which is due on 31 December
2018. And the loan made to Selford amounting to RMB10,000,000, which is
interest free and due on 16 May 2018 .

Amounts due to a related party

Trade in nature B8
Amounts due to Bosheng Medical ERNEAERERIR

The balance is unsecured, interest-free and has no fixed terms of repayment.

BHAR S (E)
(c) BREHEER(E)
FE U BB 5 FROE ()
FESMHE
317122016
2016F 12831 H
RMB000
AREFT
19,000 4,000
10,000 —
29,000 4,000

R2017F 128318 BHBER
gl B WE A K% 19,000,000 T2
B REEMES%:TS - He
AR 10,000,000 7720185 6 A
308 38 - A R #9,000,000 7T 7
2018F 12 A3IBEHE - YO HER
ERBEL AR 1000000072
EX REERMN20I18F5H 16
AE|E

FE{SBAE 5 FB
317122016
2016F 12831 H
RMB000
AREFT
924 655

B

FREAEER 28 ERETE
5 o

i



38. RELATED PARTY TRANSACTIONS (Continued)

(c)  Related party balances (Continued)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)

#r 6 B 3% 3R 3R MY 5T ()

For the year ended 3| December 2017
BEN7F A3 BLFE

38. BEAIRZ(E)
(c) BEBAE&HRE)

Amounts due to a related party (Continued) FE W BA R 5 R ()
Non-trade in nature FEZHE
31/12/2017 3171272016
2017512831 20165124318
RMB'000 RMB 00O
AREFT ANEETFT
Amounts due to Bosheng Medical ENEEBERE — 69,598
Heilongjiang HarMoniCare Hospital repaid RMB69,598,000 to Bosheng REIMEBRN2017FRABAE
Medical in 2017. As at 31 December 2017, the total balance of amounts due BEEEARK9,5980007T « B

to Bosheng Medical is RMB924,000.

(d)  Compensation of key management personnel

017F 128318 ERELER
BEA LA AR 9240007T ©

(d FEEBAEHHE

The remuneration of directors and other members of key management FR -BEZRTIEEEE 2 EMK
during the year was as follows: BZHMmMT
Year ended Year ended
3171212017 31/12/2016
SEPIIVE:S HZ20165
12A31 BLLEE A3 ALEFE
RMB000 RMB000
AREFT AEETFT
Salaries and allowance e k2 2,623 3324
Contributions to retirement benefits schemes  RIREFI T EIHE 5K 52 41
Share-based payment Rt <+t (2,617) 13
58 3,378

Further details of the director's emoluments are included in note |2.

EZHM E—TRHEBEENME
[2°



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

39. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING 39.

ACTIVITIES

The table below details changes in the Group's liabilities arising from financing

activities, including both cash and non-cash changes. Liabilities arising from financing

activities are those for which cash flows were, or future cash flows will be, classified

in the Group's consolidated statement of cash flows as cash flows from financing

REZBMELRENEE

TRADASERBZHMELRER
2% BRASRIREEY - BER
PHELABENRERED KIARE
ERERRALEGARERERD R

activities. REBEBGEHRERENAE -
Amounts Other payables
due to arising from
related parties financing activities Total
BERBMEL
FER BRI 508 HiENFUR 5t
RMB'000 RMB'000 RMB'000
AEETT AEETT AEETT
At | January 2017 R2017F1 A1 H — — —
Financing cash flows RERERE (69.598) (41,849) (111,447)
Consideration payable for acquisition W SE R R (B
of non-controlling interest — 850 850
At 31 December 2017 R2017412 431 H (69,598) (40999) (110597)

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



40. SUBSIDIARIES

() Details of the subsidiaries directly and indirectly held by the Company at the end of (h

the reporting period are set out below.

Name of subsidiaries

WEAREH

Tai He Tang
(A#E)

Wuhan Modern Hospital

(FERAER)

Chongging Modern Hospital

(EERREBR)

Chongging Liren Hospital.

(EEBARER)

Guiyang Modem Hospital

(EGRREBER)

Guangzhou Woman Hospital

(BM%FBk)

Place and date of
incorporation/
establishment
SR,
B3R B

The PRC
PE

The PRC

19 December 2005
hE
200512198

The PRC

31 March 2006
hE
2006534318

The PRC

13 April 2006

P E
2006544 138

The PRC

5 April 2007
HE
200744 A5H

The PRC

16 July 2008
PE
200874 168

Issued and fully paid
ordinary share capital/

registered capital
ERTRERLER
BE/EREE

RMBS5, 100,000
AEREES,100,0007T

RMB10,000,000
AE10,000,0007T

RMB21,000,000
AE21,000,0007T

RMB4,210,000
AE#42100007T

RMB2,560,000
AE#2,560,0007T

RMB10,000,000
AE10,000,0007T

40. MIBALF

AR

Equity interest

attributable to the Group

AEBEGRE
31 December 3| December
2017 2016
2017F 20165
12A31H 12A31H
% %
100 100
100 100
100 100
100 955
100 965
100 97

For the year ended 3| December 2017

HBE017F 12831 BILEE

BEWHRRDNAEELBERE 2 HE
BEMT -

Principal activities

FREH

Supply of Pharmaceuticals

and medical devices business

HEERRBEREXH

Provision of Specialised

hospital services

R E R B AR

Provision of Specialised

hospital services

R E R B AR

Provision of Specialised

hospital services

R E R B AR

Provision of Specialised

hospital services
R AR B AR

Provision of Specialised

hospital services

R AR B AR



For the year ended 3| December 2017
BENI7F2A3NBILEE

40. SUBSIDIARIES (Continued)

Name of subsidiaries

WEAR AR

Chongging Bosheng Hospital Management Co, Ltd.
(EEBERRERARAT)
(“Chongging Bosheng Management”)
([EBEAER])

Chongging Wanzhou HarMoniCare Hospital

(EEEMMEER)

Guiyang HarMoniCare Hospital

(EBMxER)

Chongging Fuling HarMoniCare Hospital

(EREREMEER)

Shanxi Wo De Investment Co,, Ltd.
(LEREREBRAT)
(“Shanxi Wo De Investment.”)

(ERERE] )

Fuzhou Modem Hospital

(BIMERBE)

Place and date of
incorporation/
establishment
AR
Rt B

The PRC
H

25 August 2008
2008F8A25H

The PRC
27 March 2009
H
2009F3A278

The PRC
25 May 2009

H
200954258

The PRC

26 June 2009

i
20096 H26H

The PRC

26 October 2009
i

2009 10H26H

The PRC

4 January 2010
P E

201061 A4R

Issued and fully paid
ordinary share capital/
registered capital
BRTRHREEER
BE/EREL

RMBI,000,000
AR 1,000,0007T

RMB6,000,000
AR 6,000,0007T

RMB 0,000,000
AR 10,000,0007T

RMB10,000,000
AE10,000,0007T

RMBI7,800,000
AR 17,800,0007C

RMB25,000,000
AE#25,000,0007C

40. MEBLDE(E)

Equity interest

attributable to the Group

rEBEERE
31 December 31 December
2017 2016
2017F 20165
12A31H 12831R
% %
100 100
100 97
100 100
965 965
100 100
99 29

Principal activities

TEEH

Holding company

NG

Provision of Specialised

hospital services

RUERER RS

Holding company and
provision of Specialised
hospital services
ERAR RRH

SR BRERY

Provision of Specialised

hospital service

R E R B AR

Holding company

BRAR

Provision of Specialised

hospital services

R R B AR



40. SUBSIDIARIES (Continued)

Name of subsidiaries

WEAR AR

Shenzhen HarMoniCare Hospital

(RYIMEEE)

Beijing HarMoniCare Hospital

(EmmxeEk)

Harmonicare Medical Group Limited

(“Harmonicare Medical")

NEBBEEEERAR ( [MERE] )

HarMoniCare Management

(MEBEER)

Harmonicare Medical Investment Limited

(“Harmonicare”)

Place and date of
incorporation/
establishment
AR,
Rt B

The PRC
29 July 2010

i
2010674298

The PRC
14 June 2011
HE
2011F6A 148

Hong Kong

15 July 2015
BB
2015577 15H

The PRC
31 July 2015
HE
2015874318

the British Virgin
Islands (“The BVI")
27 August 2015
RERERES

([REERE

gl)
2015%8H27H

Issued and fully paid
ordinary share capital/
registered capital
BRTRHREEER
RA/EREX

RMB40,000,000
AR #40,000,0007T

RMB40,000,000
AR #40,000,0007T

HKD10,000
10,0007

RMB882,000,000/

RMB1,250,000,000
AR 1882,000,0007T,/
ARH1,250,000,00075

UsDo.00!
000137

40.

Pt 2 ) ()

Equity interest

attributable to the Group

rEBEERE
31 December 31 December
2017 2016
2017F 20165
12A31H 12831R
% %
92 92
100 100
100 100
100 100
100 100

For the year ended 3| December 2017

HBE017F 12831 BILEE

Principal activities

TEEH

Provision of Specialised

hospital services

RUEERER RS

Provision of Specialised

hospital services

RUEERER RS

Holding company
B

Holding company

ERAT

Holding company
ERAR



For the year ended 3| December 2017
BENI7F2A3NBILEE

40. SUBSIDIARIES (Continued)

Place and date of
incorporation/
establishment
AR
Rt B

Name of subsidiaries

WEAR AR

The BVI
27 August 2015
EREREE

201587278

Galaxy Power Solution Limited

Sharp Charm Limited
(“Sharp Charm”)
Sharp Charm Limited

( [Sharp Charm] )

Hong Kong

5 September 2015
BB

201559 A5H

Beijing He An Da Management Consulting Co,, Ltd. ~ The PRC
L RETEERHKABR ) 13 November 2015
(“Bejjing HAD") i

([ERa%El ) 2015F 118138
Heilongjiang HarMoniCare Hospital The PRC
(BRETAMEER) 20 May 2010
i
2010%5H20R
Xiamen HarMoniCare Hospital The PRC

(EFfEZR)

26 September 2016
G2
20165F9A26R

Issued and fully paid
ordinary share capital/
registered capital
BRTRHREEER
RA/EREX

UsD200
200% 7T

HKD100
1007&7T

RMB682,000,000/

RMB1,050,000,000
AR H682,000,0007T,
AR 1,050,000,0007T

RMB 0,000,000
AR 100000007T

RMB 9,800,000/
RMB20,000,000
AEH19,8000007T,/
AR #20,00000075

40.

P 2 ) ()

Equity interest

attributable to the Group

rEBEERE
31 December 31 December
2017 2016
2017F 20165
12A31H 12831R
% %
100 100
100 100
100 100
95 95
99 99

Principal activities

TEEH

Holding company
RO

Holding company
RO

Holding company
RO

Provision of specialised

hospital services
BRUFHERRT

Inactive
Emax



40. SUBSIDIARIES (Continued)

Name of subsidiaries

WEAR AR

Zhengzhou HarMoniCare
Hospital (Note iii)
(@R (P

Nantong Hemeijia Hospital

(ARNERER)

Notes:

(i) Al the subsidiaries established in the PRC are registered as limited liability companies
under the PRC law.

Place and date of
incorporation/
establishment
AR,
Rt B

The PRC
| March 2017
HE

0I7F3A81R

The PRC

29 September 2007
i
2007994298

Issued and fully paid
ordinary share capital/
registered capital
BRTRHREEER
RA/EREX

RMB36,000,000/
RMB50,000,000
AEH36,0000007T,/
AR #50,00000075

RMB36,734,700
AREE36,7347007C

(i) None of the subsidiaries had issued any debt securities at the end of the year.

(i) Zhengzhou HarMoniCare Hospital was registered on | March 2017.

40. B E(E)

Equity interest

attributable to the Group

AEEEERE
31 December 31 December
2017 2016
2017%F 20165F
128318 12A318
% %

60 N/ATE A

51 NATEH

For the year ended 3| December 2017

HBE017F 12831 BILEE

Principal activities

TEEH

Inactive

EEex

Provision of specialised

RUER B RS

()  PABRPEEMAZEMELR TSR
BHEEREMABRAR -

(i REFEEREHENBRARD®?T

EEHES

o

(iy  EBMAMEBFAKIRN201743A18 -



For the year ended 3| December 2017
BENI7F2A3NBILEE

40. SUBSIDIARIES (Continued) 40. MR (&)
(2)  Details of non-wholly owned subsidiaries that have material non-controlling Q) BEEAFERERNIEZENE
interests. The table below shows details of non-wholly-owned subsidiaries of RAFE - TRIGAKERRE
the Group that have material non- controlling interests: ARFEERERNIEZEMBE LA F
fh
Place of Proportion of
incorporation and\ ownership interests and
principal place voting rights held Profit allocated to Accumulated
of business by non controlling interests non controlling interests non controlling interests
ML IR *ERRRABHAERS
IREXNY REARELH PETFERERHNE PHE S b

3120017 31122006 3171202017 31122006 3111202017 31/12/2016
WI7E 2016 E WITE WI6E WITE WI6E
A3A  12A31B  12A3IB NRANA  12A31B  12R3IA
RMBUOO RMBUO0O RMBUO0O RMBU0O

AEEFL  ANEETT AREFT ARETFT

Nantong Hemeijia Hospital Mainland China 49% N/A 3417 N/A 221,298 N/A
HENXZER hEIRL 49% MR 3417 TER 221,98 TR
Zhengzhou HarMoniCare Hospital Mainland China 40% N/A (2097) N/A 12,303 N/A
MNMEER PEA 40% TR (2097) T 12,303 TR

Individually immaterial subsidiaries with
non-controlling interests 233,601 N/A
ERER R EENFEANE LR 233,601 MR



40. SUBSIDIARIES (Continued)

Summarised financial information in respect of each of the Group's subsidiaries that

has material non- controlling interests is set out below. The summarised financial

information below represents amounts before intragroup eliminations.

Nantong Hemeijia Hospital

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity attributable to owners of the Company

Non-controlling interests

RBEE
FRBDEE
mREBAE
FRBEE
RARHA NEG R
SR

40.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

Pt 2 ) ()

TXEIAEBEREAFEREDH
EMBARMMBEMMR - THIMK
BB EESERNRARYHEANEE

EENXRER

268,193
229,018
(12,090)
(33,492)
230,33

221,298



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

40. SUBSIDIARIES (Continued) 40. KB
Year ended 31/12/2017
BE20I7F12A3 BLEE
RMB000
AREF
Revenue Yeza 37,748
Expenses Fx (30,774)
Profit for the year FRHE 6,974
Profit attributable to owners of the Company ARRREAEGEFE 3,557
Profit attributable to the non-controlling interests of HENERBRIFEREREGTE
Nantong Hemeijia Hospital 3417
Profit for the year FRHE 6,974
Other comprehensive income for the year FREMZERA —
Total comprehensive income attributable to owners AREHEAEEZERALSRE
of the Company 3,557
Total comprehensive income attributable to the HBEMERBRIEERER
non-controlling interests of Nantong Hemeijia Hospital EE2EBA LR 3417
Total comprehensive income for the year FREEBALEE 6,974

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



40. SUBSIDIARIES (Continued)
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AR RM T @
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40. KMEBAT(HE)

Zhengzhou HarMoniCare Hospital LPIRIES 15

31/12/2017

201712831 B

RMB000

AREFT

Current assets MEEE 22,127
Non-current assets ERBDEE 9,012
Current liabilities nEaE (227)
Non-current liabilities FERBEE (154)
Equity attributable to owners of the Company AREEEB AR 18,455
Non-controlling interests R R 12,303

ANNUAL REPORT 2017
2017 F#&
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40. SUBSIDIARIES (Continued) 40. KMEBAT(E)

Year ended 31/12/2017
BEWI7ENAIBLEE

RMB000
ARETFT

Revenue I zs _
Expenses Fx (5.242)
Loss for the year FRER (5.242)
Loss attributable to owners of the Company ARRRAANEEESR (3,145)
Loss attributable to the non-controlling interests of M AR BRI R R R

Zhengzhou HarMoniCare Hospital (2,097)
Loss for the year FRER (5.242)
Other comprehensive income for the year FREMZERA —
Total comprehensive expense attributable to AREHEAEEZERT AR

owners of the Company (3,145)
Total comprehensive expense attributable to M AERR R EREE R ER XA

the non-controlling interests of

Zhengzhou HarMoniCare Hospital (2,097)
Total comprehensive expense for the year FREEFEHE (5,242)

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



41.  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

Categories of the financial instruments

Financial assets: SREE -
Loans and receivables ER KK FIR
(Including time deposits and cash and cash (BEEHFTUAK
equivalents) ReRkREe%EED)
Financial assets designated as at FVTPL EERRATETA
BazeREE
Financial liabilities: TRAE:
Amortised cost BERR

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, time deposits, cash and cash equivalents, trade payables, other payables
and amounts 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:

41.

For the year ended 3| December 2017
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SRTIARERERER

SRIAER
317122016
20165128318
RMB000
AREFT
775,538 1,121,848
99,723 48,000
32,144 99,588

SREREEAERBX
AEENTIECRIABERKER
BHRWGR - EtURTIE - U
TR EEREATEFARREZ
TREE EHEHR - RERREFE
W BHEMNFE BMEARER
EN—2BEIRE - ZFERIAN
AERAEMERE  BZFeRIA
HEMNEREETSAR  EERR R
nBETER - TXHIREZFER
MK - ARAESERREEZER
f - BER M A RUREUE B 1616 -

o

B

kT
AEBEBIZEMIINERAR LA ERE
% ABEIMT



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (CONTINUED)
e IR R M )

For the year ended 3| December 2017
BENI7F2A3NBILEE

41.  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 4. SRIARSHEREE(H)
(Continued)
Financial risk management objectives and policies (Continued) CREBEEEERBR(E)
Currency risk BxmEz
The Group undertakes certain financing transactions in foreign currencies, which ARELUINETTUETRERS At
expose the Group to foreign currency risk. The directors of the Company manage A INERRE o RATES T EZI
its currency risk by closely monitoring the movement of the foreign currency rates BEXZHAEEAEE@E  EHE
and considering hedging significant foreign currency exposure should such need HBAFER ESTEZRETEAIMNE
arise. BB o
The carrying amounts of the Group's foreign currency denominated monetary EWEHR AEEUIIEFENES
assets as at the end of each reporting period are as follows: BRENRAENAT
Assets
BE
3171212017 3171212016
20175128318 20165 12A31H
RMB000 RMB000
ARETFT AEHTT
usb = 266,046 282,652
HKD BT 31,018 90,891
297,064 373543

HARMONICARE MEDICAL HOLDINGS LIMITED
MEXBRERERAF



41.  FINANCIAL INSTRUMENTS AND 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% s 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 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 profit for the year, and the amounts below would be negative.

Profit for the year FREAE
usD XL
HKD BT

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

SRTIARSRERERE(E)

SREREERERIK(E)
HBEDH
AEEIEEEBETRETAAREE
ZREHER o

TREINAEEAHARKEETRET
[ 2 32 061 5% KO BURE #F 15 © 5% 1) 8L
EUHERRRESHINEERQE R aE
BT - HREDMERERFEN
BAENEEIER - YRS%HIMNEER
FHHELSFEREANFRAARE
MABRER - TRAMIIEHART AR
B SR TT B TT B B 5% B M B B PR
e AREZBBERAERE - FF
MEEXSEEARNTE M TilE

Year ended
3171272016
BZE20165F
2A3IAEFE
RMB 000
AEETFT

13,302 14,133
1,551 4,545



For the year ended 3| December 2017
BENI7F2A3NBILEE

41.

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Financial risk management objectives and policies (Continued)

Interest rate risk

The Group is exposed to cash flow interest risk in relation to variable-rate bank
balances (see note 22 and 28), 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.

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 (2016: 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 (2016: 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 2017 would increase/decrease by RMB2,680,000 (2016: increase/
decrease RMB5,380,000). This is mainly attributable to the Group's exposure to

interest on its variable rate bank balances.

41.

ERIARSRAEREE(E)

SREREERERIK(H)
FIEEE

AEBEHERAERTSNXRFRZ
FRRITAERRIE22 X 28)HEAMNE
EmENEER - AEBRAMTEER
MEEREEBBE  BARFTUMEE
HEhER  BRESEYEEMEY
HRIZER -

FIEHBETHF
ATBREDMDRBEREHRIFITE
TAZAXERNET - RREBEI N
BRINGEHRIABTERTAR
EGEET o FREBRIE NSO ERER
(20164 : SOTEER)  RREEBHM
RE B LEFMTE o

fii F R 38 40/ 5 SOE E B (2016 F
SOEEH)EMAAEMEERETE
AlAEEHZ2007F12838LF
EzBEMNBEEN/ HLARE
2,6800007C(2016%F - A1,/ HA AR
#5,380,0007C) ' W EEHRAEEE

B EE BRITARZ FIZRBAE -



4l.

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(Continued)

Financial risk management objectives and policies (Continued)

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

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 matenial individual debt at the end of each 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 include time
deposits in banks, financial designated as FVTPL and loan receivables (note 22 and
25). However, the credit risk on cash and these liquid assets is limited because the

majority of the counterparties are banks with good reputation.

41.

For the year ended 3| December 2017
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SRTIARSRERERE(E)

SREREERERIK(E)
EEmERE

AEERRFUFHABTEEMRE
BHBRANRREERRREGEMHK
MAEFIIEBERREBEENKRE
E o

BREEERR  FARFEFHR N
BEMEEERE EEERLAME
iR BARRREREREBHE
Beltsh ARAEFREREHRE
MEEABUEHMNAKEEE Bk
AR E R D AR E B R R
e Al ARREFR/AKENE
BRRA R -

AEERYRPEENEEETRAR
BEFHRRBINERER  HEAR
AFEFABSZEREENREYE
(B EE22 225) « 281 - HRAZER
FHFREBRENRT  HRAERZ
ERPEENEERRAR -



For the year ended 3| December 2017
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41.  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 41.

(Continued)

Financial risk management objectives and policies (Continued)

Liquidity risk

ERIARSRAEREE(E)

SREREERERIK(H)
REETEE

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.

As at 3| December 2017
Financial liabilities

Trade payables

Other payables

Amounts due to a related

company
Total

As at 3| December 2016
Financial liabilities

Trade payables

Other payables

Amounts due to a related

company

Total

R2017F 128318
Ea=N

B HEMNRIE
Hfth e UE

HREERT

el
S

]

R2016%F 128318
Ea =N

B HEMNRIE

H At EUE

HRBERRA

Bt

On demand
or within
one month
BRERH
REPEIA
RMB000
ARETT

13,697
8,754

924

23,375

14,152
7433

70,253

91,838

EERDEcARE AEEEEER
ERERERRRANRE AT EE
NEEKY NEREAKEZENRS
BV BRESRERINTE - ER

REZDAEREERTIENR
PETKR -

TRERE -

Over | month
but within

3 months

| Z3{8A
RMB000
ARMFr

2,323
6,446

8,769

2,400
5,350

7,750

Total
undiscounted
cash flows
RERRE
RERHE
RMB000
AEETFT

16,020
15,200

924

32,144

16,552
12,783

70,253

99,588

TRFMANEBIEITE S A A BORIER
ARNEY  ZRBBEENAKE A
NRNEFAHENERABHORYERR

Carrying

amount

fREE
RMB000
AREFIT

16,020
15,200

924

32,144

16,552
12,783

70,253

99,588



41.  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

(Continued)

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 purposes.

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.

An analysis of the Group's financial asset measured at fair value as at 31

December 2017 and 2016 are as follows:

Fair value as at Fair value as at

Financial assets 31/12/2017 31/12/2016

R2017F 128318 R2017F128318

CREE AN S| AN

Loan to Wuxi HarMoniCare RMB99,723,000 RMB48,000,000
Hospital

RTEHNEBR 2 EX AE#997230007T AR 48,000,0007T

The fair value was determined with reference to the recent transaction price at 3|
December 201 6. Valuation technique is changed as there is no recent transaction

price which can be referred to at 31 December 2017.

(i) Except detailed in the item above, the directors of the 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.

For the year ended 3| December 2017
BZ0I7FNA3NBILEE

4. SRIERSHEREE(R)

SMIAZATEHE
() AEEREEEEULNTLETEZ

Fair value

hierarchy

AVEER

Level 2

E-H

THMEEZDFE
PHBHREBOME  HE/ED
Fast AR eMEBEIRES
HRZNTEFAE -

TREFABNAETSREES
AT URATEFEOARE
ATEHBZHAMEZ TBER
EHBAATERRZAN -

REBR2017FR2016F 12 A3
HRAFEFEZSREEN TN
T

Valuation technique(s)

and key input(s)

EERMRETESABE

The fair value is estimated by
discounting future cash flows using
the appropriate discounted rate.
RFERMEZFRREERSE
RITBERER

016F 128318 A HENL2RE#BR
ARGBRET - AFARNREANRE
RO SEHE - MEERER2017F
12431 REEEL -

(i)

Br LR B AT E SN - RRE]
EERANRENRREHKAA
ENEREENERAANREE
EEAFEMEE
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42.

43.

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 owners 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

owners 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.

SUBSEQUENT EVENTS

In February 2018, the Group entered into a supplementary agreement (“‘the
Supplementary Agreements II") with the equity owners of Wuxi HarMoniCare
Hospital modified the total investment from RMB80,000,000 to RMBI60,000,000.
According to the Supplementary Agreements Il, the Group agreed to extend a loan
of RMBI152,000,000 to Wuxi HarMoniCare Hospital. Up to 20 March 2018, the
Group has provided loans with total amount of RMBI 19,500,000 and promised to
lend RMB32,500,000 in future to Wuxi HarMoniCare Hospital.

42.

43.

EXEBER
AEBMEATEBERERAL
BERELs AREABLERER
KEE ARARAIBAEAFREAE
o FR - AEENEEREESTE -

ARENESREREFER (BREN
BB SOE  HRAEMREFEN R
RARHA NE L ©

ARAEZEFRRAEARE - A0
RESHERNBEPEREAKAL A
BRAXHEBNER - REEEENR
& ARESEARITHR - BIIME
BRBOREEBEREEARENE
BYE-

EEAREE

RWIBF2LA AEEEREHMER
ERRITUHEZGERZ(HEHE
) ZHABEERELSBERARYE
80,000,000 7T 58 5 A & % 160,000,000
Lo BEFERHE AEBRENE
) 0155 B br 2 f B A K% 152,000,000
Lo BEW0I8F3AWRE A5ER
MEHNEBRRLASERAARE
119,5000007C 2 & 5+ I 2 58 R R
—SREHNEBREHEFIARE
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For the year ended 3| December 2017
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44, STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE 44. FDRMBRREERRFERE
COMPANY
31/12/2017 31/12/2016
2017F 128318 2016F 12831 H
RMB'000 RMB000
ARKEFTT AREFT
Non-current asset FERBEE
Investments in subsidiaries (note i) KB RRIRE (PH) 955,223 958,676
Current assets TEEE
Cash and cash equivalents RekReEEY 305,138 381,773
Prepayments, deposits and other TR - ke LEM 1,482 1,137
receivables JFEU IR
Amounts due from subsidiaries NG E ] 339 339
306,959 383,249
Current liabilities mEaE
Amounts due to subsidiaries FERI B A B3R 17,621 17323
Other payables H b JE{5RIA 306 335
17,927 | 7,658
Net current assets REEESE 289,032 365,591
Total assets less current liabilities BEERABAR 1,244,255 1,324,267
Net assets BEFE 1,244,255 1,324,267
Capital and reserves BEARKf#E
Share capital (note ii) BRA (i) 598 598
Share premium and reserves (note ii) it amB K& (FaEi) 1,243,657 1,323,669
Total equity miEs 1,244,255 1324267
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For the year ended 3| December 2017
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44. STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE 4. FRAMBRRERGERE (8

COMPANY (Continued)

Notes: BsE -

() Asat 3| December 2017, the Company's balance of investments in subsidiaries ()  M2017F128318 - KRARNEA
represents its investment cost of USD$,195,000 (2016: USD6,195,000), the deemed Rl 2 R EE B BERERKA6,195000
investments arising from the waiver of amounts due from subsidiaries amounting E7T (20164 1 6,195,000%E7T)
to RMB917,224,000 (2016: RMB915,969,000) pursuant to the relevant written BEAATIEE 2 HESEERL
statlements made by the Company and thle deemed in.vestments arising from the G PEIH B D BB A 7 B R
equity settled share based payments amounting to RMB nil (2016: RMB4,708,000). & ARHE9172240007 (20162 :

ARH915969,0007T) RIAERE
BEZRODINEEZBRIEREAR
o (20165 + AKH4,708,000
) e
(i) (i
Attribute to owners of the Company
NG PN/
Treasury Share  Retained profits
Share Share share option (Accumulated
capital premium reserve reserve losses) Total
REME
B BEE  ERREE  BRERE  (RHER) @t
RMB00O RMB00O RMB00O RMB0OO RMB00O RMB00O
ARETT  AREFT  ARETT  AEEFT  ARETT  AEETT
Balance at | January 2016 BR2016F 1 A1 BEVES 608 1394771 - 4683 (8,153) 1,391,909
Profit and total comprehensive RN
income for the year 2EMAEE = — = = 25027 25027
Dividends recognized as distribution RED RS - (42057) — - — (42057)
Shares repurchased and cancelled B R R G (10) (50418) = = = (50428)
Transaction costs attributable to BRLBRES - (209) — - = (209)
repurchase of ordinary shares REHA
Recognition of equity-settled RIARIELEZ LA
share-based payments Rl REENH - - — 25 - 25
Balance at 3| December 2016 20165 12831 R0 598 1,302,087 = 4708 16874 1324267

HARMONICARE MEDICAL HOLDINGS LIMITED

MEBRERBRARE
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44. STATEMENT OF FINANCIAL POSITION OF THE COMPANY 44, ERRAFHMBEMRRERRRE (B)
(Continued)
Notes: (Continued) Mot - (&)
(i) (Continued) (il (&)

Attribute to owners of the Company

FAREEAES
Treasury Share  Retained profits
Share Share share option (Accumulated
capital premium reserve reserve losses) Total
REFE
e koaE - EEREE  BRERE (RFHER) asr
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARETR  ARWTR  ARETR ARBTR  ARETR ARETR

Balance at | January 2017 R20175 | A | BV 598 1,302,087 - 4,708 16,874 1,324,267
Profit and total comprehensive FERMER

income for the year FERALE = = = = (23,733) (23,733)
Dividends recognised as distribution RRD LIRS, — (37,921) — — — (37,921)
Purchase of shares under HRIRIR A AR 7 A D — = (13,650) = = (13,650)

Restricted Share Incentive Scheme SHERERD
Recognition of equity-settled ROARIERE S DA

share-based payments Rl RERRHR = = = (4,708) = (4,708)
Balance at 3| December 2017 0174612831 B & 598 1,264,166 (13,650) — (6,859) ,244,255

ANNUAL REPORT 2017
2017 F#&



“"AGM"
[BRAFAE]

“Articles of Association”

[Ei240R) )

“Audit Committee”
[EZZET]

“Beijing HarMoniCare Hospital”

BlFRIES-{

“Beijing Huafu Hospital”

[ REfF 8 |

“Board" or “Board of Directors”

=3

“Bosheng Medical”

[MEAEE]

“CG Code”

[EERTH

“China” or “PRC"

[

“Chongging Liren Hospital”

[EEEARRK]

annual general meeting of the Company

AREBRREFAE

the articles of association of the Company adopted on 9 June 2015 which became effective
on the Listing Date
ARARN20I5F6 AIRFKAIR i AHERNERAA

the audit committee of the Board

ETQENZEE

Beijing HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (1t R M3 52 Ebx
BT, a limited liability company established in the PRC, a wholly-owned subsidiary of

our Company

ERMEFRERERAR  EFERINERAR - RERAI2EHE AT

Beijing Huafu Women and Children Hospital Co., Ltd. At REfTiR R ER AR AR, a
limited liability company established in the PRC
ItRERFERERBRAR  EREKIZHAERAR

the board of Directors of the Company
AAREZEE

Bosheng Medical Investment Co,, Ltd. (B4 BEIRE RN BR A F)), 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 51.1% of the
equity interest in Bosheng Medical

BERBERERNERAR AFERINRNERAR  RATEARLRINES
MEEBRRMEREEREELEBES L IXNREMARAR CBEAL

the Corporate Governance Code as set out in Appendix 14 to the Listing Rules

AR 4B EERTAI

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 of
the PRC and Hong Kong

REARANE  SRAFHEMS[PEINRAILIBRELE - PEBRMRHTHE
EE®

Chongging Dushi Liren Hospital Co, Ltd. (EE & T EA Bt AR 2 A)), a limited liability
company established in the PRC, a wholly-owned subsidiary of our Company
EEHTEABRERAR AREKUNERAR  AEAREZ2EMBAR



“Chongging Fuling HarMoniCare
Hospital”

[BEEREMERR

“Chongging Modern Hospital”

[EERNERK]

“Chongging Wanzhou HarMoniCare
Hospital”

[BEEMNMEER

“Company” or “our Company" or

“Harmonicare”

INSIEARONGIRERIES - §:d

“Controlling Shareholder(s)"

MR R ]

“Corresponding Period”

(A

“Deepcare”

“Directors”

(&%)

“Fuzhou Modemn Hospital”

[ R B )

Chongging Fuling HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (EE 5k
FMEFERR AR A F), a limited liability company established in the PRC, a non-wholly-
owned subsidiary of our Company

ERERNERERRERAR  ATEKUNAERAR  AEAAZEZEMNBL
A

Chongging Modern Woman Hospital Co,, Ltd. (EEIRRZ FERARAF)), a limited
liability company established in the PRC, a wholly-owned subsidiary of our Company
BEARZFERARLR  AFERUNERAR - BARRZ2ERB AR

Chongging Wanzhou HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (EE &
A FE B AR A F]), a limited liability company established in the PRC, a wholly-

owned subsidiary of our Company

ERFEMNRRERBRERRAA  AREXINERAA  ARAARZ2ENBAR

Harmonicare Medical Holdings Limited, an exempted company incorporated in the Cayman
Islands with limited liability on 26 August 2014
MEBBREREBAR - R2014F8A26 FEREHETMAUNERRERE T

A

has the meaning ascribed thereto under the Listing Rules

REAEMRRIFTE THRE

the year ended 31 December 2016
HZ016F 12831 BIEFE

Shenzhen DeepHealthcare Overseas Medical Service Co,, Ltd. (RIIEEGINEEREH
[R72R]), a limited liability company established in the PRC, an associated company of our

Company
RIEHBIIEBERBARAR > RPBKINERAE] - BARR ZHERE]

directors of the Company
ARAES

Fuzhou Modern Woman Hospital Co., Ltd. (f@/MRRIFERFL AR A7), a limited
liability company established in the PRC, a non-wholly-owned subsidiary of our Company

BNARREBRERLAR - ATFEKUNAERAR - AARARZEZENBLR



“Global Offering”

[2IREE ]

“GMP Certificate”
[GMP &

“Group”, “our Group”, “we" or “us”

(8] [R&E R %M

“GSP Certificate”
[ GSP R &

“Guangzhou Woman Hospital”
[ M 2+ B )

“Guiyang HarMoniCare Hospital”

[EEREER ]
“Guiyang Modem Hospital”
Bk

“Harmony Care”

[ Harmony Care ]

“HarMoniCare Management”

[MxBEEE]

"Heilongjiang HarMoniCare Hospital”

[EBEETAMEER

initial public offering of the Shares and listing of the Group on the Stock Exchange on 7 July
2015
AEER015F7A7ARBRAERAREERD &

The Good Manufacturing Practices for Pharmaceutical Products Certificate

(BREEESEEREEE)

the Company and its subsidiaries

ARERAKBAR

The Good Supply Practices for Pharmaceutical Products Certificate

(EmReE 88 EREEE)

Guangzhou Woman Hospital Co., Ltd. (EMZFEFLBRAF]), a limited liability
company established in the PRC, a wholly-owned subsidiary of our Company
BMNZFERERAR  EREAKINERRA AR Z2ENBAF

Guiyang HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (EF5HIZE1R & Bt
BBRAF)), a limited liability company established in the PRC, a wholly-owned subsidiary of

our Company

BEBRNXREBRARAR  AREEMKLNERLE  RAREZ2EMB LA

Guiyang Modern Woman Hospital Co,, Ltd. (EfSIRRZFERLER A A), a limited
liability company established in the PRC, a wholly-owned subsidiary of our Company
ERRRALTFBRABRAR  EREKUNERAF - BARFZ2ENBAF

Harmony Care International Investment Limited

Harmony Care International Investment Limited

HarMoniCare Medical Management and Consulting Co,, Ltd. (MEEZEERZEANFRA
A)), a limited liability company established in the PRC, a wholly-owned subsidiary of our
Company

MEBEEEZARRLF  EPEKUNERAF AERRZ2EMBLAA

Heilongjiang HarMoniCare Obstetrics and Gynecology Hospital Co., Ltd. (B8 T MZER
EBFBR AT, a limited liability company established in the PRC, a non-wholly-owned

subsidiary of our Company

RRINZFEBRARLR  ERRKUNARAR  AARRIEZEMNBAR



“Hibaby"
(gl 28]
“Homecare”

[ Homecare ]

“HKEX"
[BRR B

“Hong Kong" or “HK"
(B4

“IFRSs"
[ BIFR B 75 o 5 2 Al

“Independent Third Party(ies)"

BYFE=7]

“PO”
[ERRHEE]

war

Mci

“Listing Date”
[E RS

“Listing Rules”

[ EmRal]

“Model Code”

[E2sral]

Hibaby Healthcare Co., Ltd. (BlEBHEEREEBR A R]), a limited liability company
established in the PRC, an associated company of our Company

JEBREEEARAR  RPBEKINERAR - BALDRZBELE

Homecare Interational Investment Limited

Homecare International Investment Limited

Hong Kong Exchanges and Clearing Limited
BRER D REEMBRAR

the Hong Kong Special Administrative Region of the PRC
PEARBRHIITHER

International Financial Reporting Standards

BRI 4 o 2

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

EEM RAPNMBARARESEEABEANES  THARKTIERR(LT
RAFERE BERE(LMRAAERS)OEARAF

initial public offering of the Company'’s shares
AREBRNERLREE

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 * BfA ZE@MBEIR DY - AL B REBAEULI

SRMEAS > A RRERBNERORENZE

the date on which dealings in the Shares first commenced on the Stock Exchange i.e. 7 July
2015
B ERRENBRAEE 2 BH(E2015F7A78)

the Rules Governing the Listing of Securities on the Stock Exchange, as amended from time

to time

B A s E AR A (BT EHERT)

the Model Code for Securities Transactions by Directors of Listed Issuers contained in

Appendix |0 to the Listing Rules
LEHRAEE 0B LM BTAESETEFISNEESTA



“Nantong Hemeijia Hospital”

[FEs@ANE R &b ]

“Nomination Committee”

[REZEE]

“ob-gyn"
[RE ]

“Prospectus”

[ ER]

“Remuneration Committee”

[HMZEE)

“Restricted Share Incentive Scheme”

or “RSI Scheme”

[ B 6l P R bt 281

“Review Period”

[ BB |

“RMB"
[ARHE]

“Selford"”

E-{1E)

“SFO”

[ LA ]

“Shanghai Taiyuan”
[ EEZR]

“Shanxi Modern Hospital”
[P A B ]

Nantong Hemeijia Obstetrics and Gynecology Hospital Co., Ltd. (FABHFEKIFER}
BT AR AR]), a limited liability company established in the PRC, a non-wholly-owned
subsidiary of our Company

MBNERRENBRERAR  EPRKINAERLAF  AEARFFZEMNBL
A

the nomination committee of the Board

ExgR%ZRe

obstetrics and gynecology

M RER

the prospectus dated 25 June 2015 issued by the Company
AARTIBHOBEA0155 ¢ A 25 BHBRER

the remuneration committee of the Board
ExefiEEe

the restricted share incentive scheme of the Company approved and adopted by the Board
on 2| December 2017
EEGR017F 12821 Bi/E KRR AR RR SR ( HEhEt 2

the period from | January 2017 to 31 December 2017
2017F 1 A1 RE20175 12731 HEE

Renminbi, the lawful currency of the PRC

ARE - pEAE S

Selford Medical Technology (Beijing) Co., Ltd. (BRBEERE (JtR) BRARF), a
limited liability company established in the PRC, an associated company of our Company

EREEENR (ER) ARQE] RPEBEKINERLDA] - SAREZEE AR

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as

amended, supplemented or otherwise modified from time to time

BARHERT ~ R IAEM S MERNBBEGIF 571 EEH L AR KB

Shanghai Taiyuan Jiangen Equity Investment Fund (Limited Partnership)
LEFRBREEREABLEX(BRER)

Shanxi Modern Obstetrics and Gynecology Hospital Co., Ltd.
WARRGERRAREELNT



“Share(s)"

[ fn

“Shareholder(s)"
[R5 ]

“Share Option Scheme”

[Tl

“Shenzhen HarMoniCare Hospital"

DRYIFE B

“Stock Exchange”

[ 2P |

“Tai He Tang"

[AMZE ]

“TK Harmony"
[ TK HarmonyJ

“Written Guidelines”
[£m#ES]

“Wuhan Modern Hospital”

[EEHR A B

share(s) with par value of HK$0.00! each in the capital of the Company
AR BB GREE0.001 BT

holder(s) of the Share(s)
BiFAEA

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
ARRMRBERRN2015F6 A9 R@BHN - HRERA R RANBRETE(ER
T REAER)

Shenzhen HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (&Y IIF13E1R 2 R} 2
BT AR 2 7), previously known as “Shenzhen HarMoniCare Gynecology Hospital Co., Ltd.
(RYIFNELFRIEPL)", a limited liability company established in the PRC, a non-wholly-
owned subsidiary of our Company

AYINERTHBEREARRR FIEAYNMEFRER) - EPRKIOBRAF - B
ARRFZEMBRA

The Stock Exchange of Hong Kong Limited
BREBMARIMERAF

Shanxi Tai He Tang Pharmaceuticals Co., Ltd. (IUFERFIEEEZEBFR R A, a limited
liability company established in the PRC, a wholly-owned Subsidiary of our Company
WAAMEERBRDE]  ERBEKUNERAR - AELRRI2EN B AR

TK Harmony Limited
TK Harmony Limited

written guidelines on securities transactions by employees

BEETESXHNERES

Wuhan Modern Obstetrics and Gynecology Hospital Co., Ltd. (BVERRIGEERBR
A7), a limited liability company established in the PRC, a wholly-owned subsidiary of our
Company

BERAREBRARAR  ERERKUINERAF - BARFRZE2ENB AR



“Wuxi HarMoniCare Hospital”

[EHNEER i

“Xiamen HarMoniCare Hospital”

[EFIA g ) 15
“YoY"
(125 ] 15

"Zhengzhou HarMoniCare Hospital'

[EBH AN B8P | 15

Wuxi HarMoniCare Obstetrics and Gynecology Hospital Co. Ltd. (FESHFIEIREER A
fR2&]), a limited liability company established in the PRC, independent of the Company

and its connected persons

EONEREBRARAR  APERUMBERAF  BURARARABEAL

Xiamen HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (& PIF1ZE17 578
Pt BBR AT, a limited liability company established in the PRC, a non-wholly-owned

subsidiary of our Company

EFNEERBRERAR EPEKINERAR ARREE2EMNBLAR

year-on-year

BEFREML

Zhengzhou HarMoniCare Gynecology and Paediatrics Hospital Co., Ltd. (Z8/H 1 fl1ZEH
ST ETAMRATR]), a limited liability company established in the PRC, a non-wholly-owned

subsidiary of our Company

ENTHEFEZBRARDE  EPRKINARAR - RARRIFZEMNBAR

In this annual report, the terms “associate”, “connected person”, “subsidiary” and
“substantial shareholder” shall have the meanings ascribed to such terms in the Listing
Rules, unless the context otherwise requires. The English names of the companies

established in the PRC are for identification purposes only.

ERFRT  BRXERBMEN  THEAL
[BEAL] THEARIRITBRRRIEES
EHRAFME T AFARNRE « EFERL
GOVNCIES @R ELn T Rl
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