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CORPORATE INFORMATION
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FINANCIAL HIGHLIGHTS

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Revenue 88,209 76,097

Adjusted Gross Profit (1) 60,399 52,050

Adjusted Net Profit (2) 45,202 36,856

Adjusted Gross Profit margin 68.5% 68.4%

Adjusted Net Profit margin 51.2% 48.4%

Adjusted earnings per share (in RMB) (3) 0.297 0.292

Adjusted items

Share-based compensation expenses (in cost of revenue) 17,686 1,302

Cash bonus (in cost of revenue) 735 —

Listing expenses (in administrative expenses) 20,821 10,992

Foreign exchange losses (in finance expense) 8,393 —
  

Notes

(1) The gross profit of the Group for the six months ended June 30, 2017 amounted to RMB42.0 million. The adjusted gross 

profit is calculated as gross profit for the period, excluding the impact from share-based compensation expenses and cash 

bonus incurred under the incentive scheme of the Company (“Adjusted Gross Profit”).

(2) The Group recorded a net loss of RMB2.4 million for the six months ended June 30, 2017. The adjusted net profit 

is calculated as profit for the period, excluding the impact from non-recurring expenses including (i) share-based 

compensation expenses, (ii) cash bonus incurred under the incentive scheme of the Company, (iii) listing expenses, and (iv) 

foreign exchange losses related to the bank deposit of the net proceeds from the Listing (as defined below) (collectively, the 
“Non-recurring Expenses”) (the “Adjusted Net Profit”).

(3) The losses per share of the Group for the six months ended June 30, 2017 amounted to RMB 0.103. The adjusted earnings 

per share are calculated as net profit attributable to the owners of the Company for the period per share, excluding the 

impact from the Non-recurring Expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND PROSPECTS

The shares of Hospital Corporation of China Limited (the “Company”, together with its subsidiaries, the “Group”, 

“our” or “we”) was successfully listed on the Main Board of the Stock Exchange on March 16, 2017 (the “Date of 

Listing”) (the “Listing”). During the first half of 2017, we actively explored development opportunities emerge from 

the core of the national structural reforms within the healthcare system, amidst the macro environment brought 

by the comprehensive and deepening reform efforts in the Chinese healthcare system. We continue to uphold our 

development strategy of expansion through undergoing mergers and acquisitions and digging into the existing 

business operations to unearth value-adding and innovative services models, as a result, we have achieved 

promising results from the enhanced medical service quality and operating efficiency of the Group.

Our revenue increased by 15.9% from RMB76.1 million for the six months ended June 30, 2016 to RMB88.2 

million for the same period of 2017. Our Adjusted Net Profit for the six months ended June 30, 2017 was RMB45.2 

million, representing an increase of 22.6% from the corresponding period in 2016. The sustaining steady business 

development of the Group lays a firm foundation for our future expansions in building a national medical services 

network.

Driven by various factors such as universal medical insurance coverage, growth in per capita disposable income, 

aging population in China and the Group’s adherence to the basic principle of satisfying the healthcare needs of 

the general public, the Group concentrates on common diseases, frequently re-occurring diseases and chronic 

diseases. In addition, the Group also expands our scope of services to provide healthcare management services, 

rehabilitation services, in-home medical services and geriatric services. With the guidance of the effective strategies 

of the Group, the medical institutions manage or operate by us proactively set out plans to improve the quality 

and scope of the medical services they offer. In response to the gro
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Results of Operations

Revenue

Our revenue increased by 15.9% from RMB76.1 million for six months ended June 30, 2016 to RMB88.2 million for 

the same period of 2017. The table below sets forth the Group’s revenue by segment and by services category for 

the periods indicated:

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

General hospital services

– Pharmaceutical sales 12,980 9,286

– Treatments and general hospital services 4,258 3,725

Hospital management services

– Management services fee 70,207 62,430

– Other services fee 764 656
  

88,209 76,097
  

General hospital services

The Group’s revenue from the general hospital services segment for the six months ended June 30, 2017 was 

RMB17.2 million, increased by 32.5% from RMB13.0 million for the same period of 2016. The revenue of the 

Group’s general hospital services primarily derives from individual patients for the periods ended June 30, 2017 

and 2016. The increase in revenue of the Group’s general hospital services was in line with the increase in in-

patients and out-patients visits and increase in average revenue per patient in Shanghai Fuhua Hospital Co., Ltd. 

(“Fuhua Hospital”). Fuhua Hospital’s out-patient visits increased from 28,557 in first half of 2016 to 30,632 in first 

half of 2017, and its in-patient visits increased from 289 in first half of 2016 to 314 in first half of 2017. The average 

revenue per in-patient increased from RMB12,944.8 for the six months ended June 30, 2016 to RMB16,476 for the 

same period in 2017 and the average revenue per out-patient increased from RMB324.6 for the six months ended 

June 30, 2016 to RMB393.8 for the same period in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Hospital management services

The Group’s revenue from the hospital management services segment increased by 12.5% from RMB63.1 million 

for the six months ended June 30, 2016 to RMB71.0 million for the same period of 2017, while the aggregate 

management service fee rate that we charged Shanghai Yangsi Hospital (“Yangsi Hospital”) remained stable at 

22.12% and 21.12% for the six months ended June 30, 2016 and 2017, respectively. The increase in revenue of 

the Group’s hospital management services segment was primarily due to the 19.1% increase in the revenue of 

Yangsi Hospital from RMB295.8 million for the six months ended June 30, 2016 to RMB352.4 million for the six 

months ended June 30, 2017. The increase in Yangsi Hospital’s revenue was offset in part by the fact that Shanghai 

Weikang Investment Management Co., Ltd. (“Weikang Investment”) became subject to a 6% value-added tax 

from May 2016, as opposed to business tax that it was previously required to pay; this change in taxation reduced 

Weikang Investment’s management service fees that we recognized as revenue because the Group reports revenue 

net of value-added tax.

Cost of Revenue

The Group’s cost of revenue for the six months ended June 30, 2017 was RMB46.2 million, increased by RMB20.9 

million from RMB25.3 million for the same period of 2016 mainly due to an increase of Non-recurring Expenses 

charged to the cost of revenue, which includes th
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance Expenses

The Group’s finance expenses for the six months ended June 30, 2017 was RMB8.4 million (first half of 2016: nil). 

The finance expenses comprised of the foreign exchange losses related to the bank deposit of the net proceeds 

from the Listing and the full exercise of the over-allotment option.

Profit before Tax and Income Tax Expenses

As a result of the foregoing, the Group’s profit before tax for the six months ended June 30, 2017 was RMB7.4 

million, decreased by 79.4% from RMB35.8 million for the same period of 2016.

The Group’s income tax expenses for the six months ended June 30, 2017 was RMB9.8 million, decreased by 

13.0% from RMB11.3 million for the same period of 2016. The Group’s income tax expenses amounted to 14.8% 

and 11.1% of our revenue for the six months ended June 30, 2016 and 2017, respectively, representing a decrease 

of 3.7 percentage points due to the decrease in deferred income tax.

Adjusted Net Profit

The Group recorded a net loss of RMB2.4 million for the six months ended June 30, 2017, showing a decrease of 

RMB27.0 million from a net profit of RMB24.6 million for the same period of 2016, mainly due to the impact of the 

Non-recurring Expenses. The Non-recurring Expenses of the Group include (i) share-based compensation expenses 

related to share-based payment schemes, (ii) cash bonus under the incentive scheme of the Company, (iii) listing 

expenses, and (iv) foreign exchange losses related to bank deposits of the net proceeds from the Listing and the 

full exercise of the over-allotment option. The Non-recurring Expense3d7ruTj
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group’s primary uses of cash in the first half of 2017 were for working capital and purchase of available-for-

sale financial assets and structured deposits. As at June 30, 2017, the Group did not have any borrowings or 

banking facilities and we had cash and cash equivalents of RMB456.6 million (as at December 31, 2016: RMB129.3 

million). The directors of the Company (the “Directors”) believe that, after taking into account the financial resources 

available to us, including internally generated funds and the net proceeds from the Listing and the full exercise of 

the over-allotment option, we have sufficient working capital for our requirements. As at June 30, 2017, the Group 

did not have any material contingent liabilities or guarantees.

Available-for-sale Financial Assets
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10 HOSPITAL CORPORATION OF CHINA LIMITED

CORPORATE GOVERNANCE AND OTHER INFORMATION

USE OF PROCEEDS FROM THE LISTING

The shares of the Company were listed on the Main Board of the Stock Exchange on March 16, 2017. The net 

proceeds from the global offering and the over-allotment option were approximately HK$465.6 million. As at June 

30, 2017, the Company has used none of the net proceeds. As at June 30, 2017, the Company has no intention to 

use the proceeds contrary to the descriptions as stated in the Prospectus. 

EXPOSURE TO FOREIGN EXCHANGE RISK

The Group’s businesses are primarily located in Mainland China and nearly all transactions are conducted in 

Renminbi. The functional currency for all of our operating subsidiaries is Renminbi. As a result, we believe that the 

foreign exchange risk to our financial performance is low.

PLEDGE OF ASSETS

No assets of the Group were pledged as security for bank borrowing as at June 30, 2017.

MATERIAL INVESTMENTS

The Group did not make any material investments during the six months ended June 30, 2017.

MATERIAL ACQUISITIONS AND DISPOSALS

The Group did not have any material acquisitions or disposal of subsidiaries or associated companies during the six 

months ended June 30, 2017.

EVENTS AFTER THE REPORTING PERIOD

The Company has entered into a letter of intent to purchase 70% equity interests in each of (1) a for-profit general 

services hospital in Zhejiang province, (2) a company that is principally engaged in the supply of medicines, and 

scha
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CORPORATE GOVERNANCE AND OTHER INFORMATION

INTERIM DIVIDEND

The board of Directors has recommended that no interim dividend be declared in respect of the six months ended 

June 30, 2017.

INTERESTS AND SHORT POSITIONS OF DIRECTORS AND CHIEF EXECUTIVE

As at June 30, 2017, the interests or short positions of our Directors and chief executives in the Shares, underlying 

Shares and debentures of the Company or its associated corporations (within the meaning of Part XV of the 

Securities and Futures Ordinance (the “SFO”)) which were required (i) to be notified to the Company and the Stock 

Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they 

were taken or deemed to have under such provisions of the SFO), or (ii) to be entered into the register required to 

be kept by the Company pursuant to Section 352 of the SFO, or (iii) as otherwise notified to the Company and the 

Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model 

Code”) set out in Appendix 10 to the Listing Rules were as follows:

Name of Director Nature of interest

Number of

Shares or

underlying

Shares

Approximate

percentage of

shareholding

interest(3)

Mr. Zhao John Huan Interest in controlled corporation 97,000,000 70.19%

Deemed interest(1) 2,500,000 1.81%

Mr. Zhang Xiaopeng Interest in controlled corporation(2) 2,860,000 2.07%

Notes:

(1) The Shares held by Midpoint Honour and pledged in favor of Hony Capital 2008 Management Limited.

(2) Including the Shares held by Midpoint Honour and pledged in favor of Hony Capital 2008 Management Limited.

(3) As of the date of this report, the total number of issued shares of the Company was 138,194,000.

Save as disclosed above, as of June 30, 2017, so far as is known to the Directors or chief executives of the 

Company, none of the Directors or the chief executives of the Company had any interests or short positions 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 (i) to be notified to the Company S tthifiee were reeete e of 
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CORPORATE GOVERNANCE AND OTHER INFORMATION

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS

As at June 30, 2017, the following persons (other than the Directors and chief executives of the Company) had or 

were deemed or taken to have an interest and/or short positi
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Notes:

(1) Aggregating the Shares held by Midpoint Honour and pledged in favor of Hony Capital 2008 Management Limited.

(2) Hony Capital Fund V. L.P. is an exempted limited partnership formed under the laws of the Cayman Islands as an 

investment vehicle. The general partner of Hony Capital Fund V, L.P. is Hony Capital Fund V GP, L.P., whose general 

partner is Hony Capital Fund V GP Limited. Hony Capital Fund V GP Limited is wholly owned by Hony Group Management 

Limited, 80% equity interest of which is held by Hony Managing Partners Limited, which in turn is wholly owned by 

Exponential Fortune Group Limited. Exponential Fortune Group Limited is held as to 49% by Mr. Zhao John Huan.

(3) Anhui Zhong’an Health Elderly Care Services Industry Investment Partnership (Limited Partnership) is a limited partnership 

formed under the laws of the PRC as an investment vehicle. The general partner of Anhui Zhong’an Health Elderly Care 

Services Industry Investment Partnership (Limited Partnership) is Anhui Zhong’an Health Investment Management Co., Ltd. 

(“Anhui Zhong’an”). Anhui Zhong’an is jointly held as to 50% by Hefei Kangyang Capital Management Partnership (Limited 

Partnership) and as to 45% by Anhui Investment Group Holdings Co., Ltd.. Mr. Li Yuan is the general partner of Hefei 

Kangyang Capital Management Partnership (Limited Partnership).

(4) As of the date of this report, the total number of issued shares of the Company was 138,194,000.

SHARE-BASED PAYMENT SCHEMES

Share Subscription Agreement

On March 31, 2016, the Company entered into a share subscription agreement (the “Share Subscription 

Agreement”) with certain members of the management (collectively, the “Management Subscribers”), their 

respective investment holding companies, Midpoint Honour Limited (a shareholder of the Company collectively 

owned by the Management Subscribers) (“Midpoint Honour”), Hony Capital 2008 Management Limited (a 

management company established by Hony Capital and an affiliate of the Company), and Vanguard Glory, a 

shareholder of the Company.

Pursuant to the Share Subscription Agreement, the Company allotted and issued 300 new ordinary shares to 

Midpoint Honour (the “Subscription Shares”), representing 3% of the Company’s then issued ordinary shares for 

RMB31,152,000. Pursuant to the Share Subscription Agreement and the amendment agreements, Midpoint Honour 

is subject to lock-up restrictions and shall put back the subscription shares to us, when any one of the management 

subscribers resign with our consent, with a consideration equal to the Subscription Consideration plus interests 

where available (the “Put Back Consideration”). As a result, it is accounted for as a share option scheme in 

accordance with relevant accounting standards, under which the Management Subscribers were granted 300 share 

options and the Group receives services from the Management Subscribers. The exercise price of the granted 

options is equal to the Put Back Consideration. The granted share options were considered as equity-settled share-

based payment to the subscriber. The share-based compensation expense related to the Share Subscription 

Agreement of RMB1,302,000 and RMB2,223,000 was recognized as “cost of revenue” for the six months ended 

June 30, 2016 and 2017, respectively.

Options are conditional on the employees completing the first year and second year’s services, which are the 

vesting period. The options are exercisable starting 12 months or 24 months from the Date of Listing. Details of the 

Share Subscription Agreement were set out in the Prospectus.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

Pre- IPO Share Appreciation Rights Scheme

At the end of June 2016, the key terms and conditions of a share appreciation rights scheme prior to the initial 

public offering (the “Pre-IPO SARs Scheme”) were discussed with all employees’ concerned. The employees 

concerned were also informed that the Pre-IPO SARs Scheme was subject to board approval, which was obtained 

in November 2016.

On November 28, 2016, the Board of the Company approved the Pre-IPO SARs Scheme which enables the 

Company to grant share appreciation rights to Mr. Zhang Xiaopeng, Mr. Zang Chuanbo, Ms. Ding Yue, Ms. Kan 

Ruihan (collectively referred to as the “Pre-IPO SARs Grantees”).

Pursuant to the Pre-IPO SARs Scheme, the Company granted 2,500,000 notional shares to the Pre-IPO SARs 

Grantees entitling them to receive cash payments based on the appreciation of the notional shares over a vesting 

period starting on June 30, 2016. Share-based compensation expenses related to the Pre-IPO SARs Scheme of 

RMB2,030,000 was recognized as “cost of revenue” for the six months ended June 30, 2017 (first half of 2016: nil).

Service Contract with Mr. Lu Wenzuo

Pursuant to t ni Wang (en-US)/MCID 681 >>BDC 
BT
/T1_1 1 Tft
(B)Tj
((a)Tj(4/5>>BDC 
BT
/j
(u)TjS
0.678 0 Td
(u)Tj
0.586o)Tj
0.577 0 Td
(eTj
(W)Tj
(an4 Td
(e)Tj
0.54 0 0.345 0 TA 681 >>BDC 
BT
/TTj
0.67 )Tj
(i)Tj
(69(u)TjS
060)/MCID 681 >>BD0 Td
(t)Tj
0.345 0 Td
(o)Tj
0.60)Nj
0.577 0 Td
(0)308/MCID 681 >>BD0 Td
(t)TjLC 
BT
/j
(u)TjS
0 Td
(u)Tj
0.586 81 >>BD0 Td
(t)TjW0.345 0)Tj
0.54 0 Td
(h)Tj
0.363 0 Td
(s)Tj
0.53 0z Td
(s)1(u)TjS
0 Td
(u)Tj
0.586 67 i69(,Td
(0)308/MCID 681 >>BD0 Td
(t)TjN1 >>BD7j
(n)Tj
(0 Td
(h)Tj
0.363 w1 >>BD788/MCID 681 >>BD0 Td
(t)TjD 683 >>BDC 
BT
/
0.60)Nj
0.577 0 0 Td )Tj
(n)Tj
( 0 Td
(62( )Tj
0.399 08n)Tj
0.586 81 >>BD0 Td
(t)TjH1 >>BD7j
(n)Tj
(67 )Tj
(i)Tj
(69(l0 Td )Tj
(n)Tj
( 0 Td
(62( )Tj
0. 0 Td )Tj
(n)Tj
(0 Td
(s)Tj
0.53 0g7 )Tj
(i)Tj
(69(>>>BDTd
( )Tj
0.81 >>BD0 Td
(t)TjLC 
BT
/j
(u)TjS
 0 Td )Tj
(n)Tj
( 0 Td
(c8( )Tj
0. 0 Td )Tj
(n)Tj
(0 0.345 0 TA 681 399 08n)Tj
0.586  0 Td
(62( )Tj
0.,Td
(0)308/MCID 681 >>BD0 Td
(t)Tj0 Td
(r)Tj
0.363 0 Td
(s)Tj
0.53 081 >>BD0 Td
(t)Tj 0 Td )Tj
(n)Tj
(0 Td
(s)Tj
0.53 0 0 Td
(62( )Tj
0. 0 Td )Tj
(n)Tj
(
0.60)Nj
0.577 0399 08n)Tj
0.586 n4 Td
(e)Tj
0.54 0 0.345 0 TA 681 >>BDC 
BT
/TTj
0.w1 >>BD788/MCID 6 Td
(o)Tj
0.60)/M67 )Tj
(i)Tj
(69(l0 Td )Tj
(n)Tj
(l0 Td )Tj
(n)Tj
(y>>BDTd
( )Tj
0.0 Td
(P41
/TTj
0.67 )Tj
(i)Tj
(69(w1 >>BD788/MCID 60 Td
(s)Tj
0.53 0399 08n)Tj
0.586  0 Td(e)Tj
0.54 0 Td
( )Tj
0.373 0 Td
(o)Tj
0.574(z)Tj
(u)Tj
(o)Tj
ET
EMC 
/Span <</Lang41S)/MCID 68s(r)Tj
(.)Tjb(.)Tj
( )Tj
(f)Tjd( )Tj
(f)Tja(a)Tj
(c)Tjy0 Td(e)Tj
4.86j
0.54 0 Td
(j
(s)Tj
(t)T1.18
(n)Tj
(0 0.3)Tj
0.426 -0.053 T1.7
(n)Tj
(086 Tm
(S)Tj
( )Tjp(f)Tja(a)Tjn(c)Tjy0 Td(e)Tj
4.64j
0.586 
(3)Tj )Tj9j
(i)Tj
(z)Tj
(e)Tj0.54 0 Td
( )Tj
0.373 0 Td
(o)Tj
0.575l)Tj
())Tj
(.)Tj
ET
EMC 
/Spa191.6324ng41S)/MCID 68Nj
0.426 -0.w0 Td(e)Tj
2Njj
0.54 0P(a)Tj
(c)Tj
(f)Tjd( )Tjee)Tj0.54 0 Td
( )Tj
0.373 0 Td
(o)Tj
0.576(z)Tj
(u)Tj
(o)Tj
ET
EMC 
/Spa234.79Lang41S4c)TjD 68)Tj
(e)Tj
(v)Tj
(e)Tj
(n)
(2)Tj
>>BDC 
57
0.688 0 Td
(m
(S)Tj
(e)Tjd( )Tj
(f)Tjt( )Tj
(f)Tj
(S)Tj
(e)Tj( )Tj
(()Tjl(c)Tjy0 Td(e)Tj
5.94
(n)Tj
(g(a)Tj
(c)Tja(a)Tjn(c)Tjtj
0.426 -0. 0 Td(e)Tj
 <<5j
0.586 n4 TdDC 
BT
/T1_0 t(c)Tja(a)Tji(a)Tjn(c)Tje)Tj
 <34Td
(t)Tj0 Td
j
(,)Tj
(0)Tjr6 -0. 0 Td(s(c)Tje)Tj
 <5j
0.586 a(a)Tjn(c)Tj 0 Td(e)Tj
1.99j
0.54 0s 0.3)Tj
0.4
(0)Tjr6 -0.26 -0.053 T2.775
0.586 a(a)Tjp(a)Tjp(a)Tj
(,)Tj
(0)Tj
(0)Tj
(f)Tja(a)Tjt( )Tj
(f)Tj
(S)Tj
(e)Tje)Tj
5.86j
0.54 0
(c)Tj
(f)Tjg 0.3s(c)Tjeeoact ouo

hsrr



15Interim Report 2017

CORPORATE GOVERNANCE AND OTHER INFORMATION

CHANGES TO DIRECTORS’ INFORMATION

The Directors confirm that no information is required to be disclosed pursuant to Rule 13.51B(1) of the Listing 

Rules.

EMPLOYEE AND REMUNERATION POLICIES

As at June 30, 2017, the Group had 119 full-time employees (as at June 30, 2016: 118). We provide wages, 

employee-related insurance and employee benefits to our employees. Remuneration packages for our employees 

mainly consist of base salary, welfare and bonus. For the six months ended June 30, 2017, the total employee 

benefits expenses (including Directors’ remuneration) were RMB31.7 million (first half of 2016: RMB12.9 million).

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company has adopted the code provisions as set out in the Corporate Governance Code (the “
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16 HOSPITAL CORPORATION OF CHINA LIMITED

CORPORATE GOVERNANCE AND OTHER INFORMATION

AUDIT COMMITTEE

The unaudited results and the condensed consolidated financial statements of the Group for the six months ended 

June  
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF HOSPITAL CORPORATION OF CHINA LIMITED

(incorporated in Cayman with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 18 to 50, which comprises the interim 

condensed consolidated balance sheet of Hospital Corporation of China Limited (the “Company”) and its 

subsidiaries (together, the “Group”) as at June 30, 2017 and the related interim condensed consolidated statements nd 
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18 HOSPITAL CORPORATION OF CHINA LIMITED

INTERIM CONDENSED CONSOLIDATED STATETIONSMSEDASANS

Six months ended June 30,

Note 2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Revenue 7 88,209 76,097

Cost of revenue (46,231) (25,349)
  

Gross profit 41,978 50,748

Selling expenses — (1)

Administrative expenses (28,252) (16,038)

Other (losses)/gains—net 8 (232) 522

Other income 9 1,623 569
  

Operating profit 15,117 35,800

Finance income 10 662 49

Finance expense 10 (8,393) —
  

Profit before income tax 7,386 35,849

Income tax expense 11 (9,819) (11,287)
  

(Loss)/Profit for the period (2,433) 24,562

Other comprehensive income — —
  

Total comprehensive income for the period (2,433) 24,562
  

Attributable to:

Owners of the Company (12,291) 16,462

Non-controlling interests 9,858 8,100
  

Total comprehensive income for the period (2,433) 24,562
  

(Losses)/Earnings per share from (loss)/profit 

 attributable to owners of the Company

– Basic and diluted (losses)/earnings per share (in RMB) 12 (0.103) 0.167
  

The notes on pages 23 to 50 are an integral part of these interim condensed consolidated financial information.
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

Note

June 30, 

2017

December 31, 

2016

RMB’000 RMB’000

(Unaudited) (Audited)

ASSETS

Non-current assets

Property, plant and equipment 13 21,438 22,630

Intangible assets 13 1,080,325 1,082,071

Deferred income tax assets 21 244 276

Other receivables, deposits and prepayments 15 548 —
  

Total non-current assets 1,102,555 1,104,977
  

Current assets

Available-for-sale financial asset 5.3 (a) 80,933 —

Inventories 1,485 1,847

Trade receivables 14 5,172 4,575

Other receivables, deposits and prepayments 15 708 8,570

Amounts due from related parties 16 41,778 38,276

Cash and cash equivalents 456,556 129,332

Structured deposits 30,000 —
  

Total current assets 616,632 182,600
  

Total assets 1,719,187 1,287,577
  

EQUITY

Equity attributable to owners of the Company

Share capital 17 123 65

Share premium 17 404,021 —

Treasury shares 17 (3) (2)

Reserves 18 1,060,802 1,058,416

Retained earnings 48,306 60,597
  

1,513,249 1,119,076

Non-controlling interests 51,725 41,867
  

Total equity 1,564,974 1,160,943
  

The notes on pages 23 to 50 are an integral part of these interim condensed consolidated financial information.
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

Note

June 30, 

2017

December 31, 

2016

RMB’000 RMB’000

(Unaudited) (Audited)

LIABILITIES

Non-current liabilities

Deferred income tax liabilities 21 37,375 36,465

Accruals, other payables and provisions 20 2,866 19,442
  

Total non-current liabilities 40,241 55,907
  

Current liabilities

Amounts due to related parties 16 4,697 3,855

Trade payables 19 3,622 4,631

Accruals, other payables and provisions 20 100,191 57,838

Current income tax t inc
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the Company

Note

Share 

capital

Treasury 

Share

Share 

premium

Reserves 

(Note 18)

Retained 

earnings Sub-total

Attributable 

to non-

controlling 

interests

Total 

equity

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Balance at January 1, 2017 65 (2) — 1,058,416 60,597 1,119,076 41,867 1,160,943

Comprehensive income

– (Loss)/Profit for the period — — — — (12,291) (12,291) 9,858 (2,433)

Repurchase and cancellation 

 of ordinary shares 17(a) (65) 2 — 63 — — — —
Issuance of ordinary shares 

 to the then shareholders 17(a) — — — — — — — —
Capitalization issue 17(b) 89 (3) (86) — — — — —
Issuance of new ordinary 

 shares upon global offering 

 and exercise of over-

 allotment option 17(c) 34 — 434,827 — — 434,861 — 434,861

Share issuance cost 17(c) — — (30,720) — — (30,720) — (30,720)

Share-based payments — — — 2,323 — 2,323 — 2,323
        

Balance at June 30, 2017 123 (3) 404,021 1,060,802 48,306 1,513,249 51,725 1,564,974
        

(Audited)
Balance at January 1, 2016 — — — 1,044,847 45,200 1,090,047 38,492 1,128,539

Comprehensive income

– Profit for the period — — — — 16,462 16,462 8,100 24,562

Issuance of new 

 ordinary shares 17 2 — 31,150 — — 31,152 — 31,152

Share-based payments — — —

1,044,847

�{

31044,847

�{

31044,847

�{847ymen�{ 
/Spar47e

�{
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Six months ended June 30,

Note 2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Cash flows from operating activities

Cash generated from operations 42,727 142,276

Income tax paid (7,818) (18,172)

Interests received 662 49
  

Net cash generated from operating activities 35,571 124,153
  

Cash flows from investing activities

Purchase of property, plant and equipment (775) (10,880)

Purchase of available-for-sale financial asset 5.3(a) (93,100) —

Increase of structured deposits (30,000) —

Proceeds from disposal of available-for-sale financial asset 5.3(a) 12,2(s)Tj
ET
EM0)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 ACCOUNTING POLICIES– continued

(a) Impact of standards issued but not yet applied by the Group

 The following new standards, amendments and interpretations to existing standards which have been 

issued but are effective for the fiscal year beginning on or after January 1, 2018 and have not been early 

adopted by the Group:

Effective for annual 

periods beginning 

on or after

IFRS 9 Financial instruments January 1, 2018

IFRS 15 Revenue from contracts 

 with customers

January 1, 2018

IFRS 16 Lease January 1, 2019

Amendments to IFRS 2 Classification and Measurement of 

 Share-based Payment 

 Transactions

January 1, 2018

Amendment to IFRS 10 and IAS 28 Sale or Contribution of assets 

 between an investor and its 

 associate or joint venture

Deferred

(i) IFRS 9 Financial instruments

 IFRS 9 Financial Instruments addresses the classification, measurement and derecognition of 

financial assets and financial liabilities, introduces new rules for hedge accounting and a new 

impairment model for financial assets. The Group has decided not to adopt IFRS 9 until it becomes 

mandatory on 1 January 2018.

 The Group does not expect the new guidance to have a significant impact on the classification and 

measurement of its financial assets for the following reasons:

• The debt instruments that are currently classified as available-for-sale (AFS) financial assets 

appear to satisfy the conditions for classification as at fair value through other comprehensive 

income (FVOCI) and hence there will be no change to the accounting for these assets.

• Debt instruments currently classified as held-to-maturi
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 ACCOUNTING POLICIES– continued

(a) Impact of standards issued but not yet applied by the Group– continued

(i) IFRS 9 Financial instruments– continued

 The new hedge accounting rules will align the accounting for hedging instruments more closely 

with the Group’s risk management practices. As a general rule, more hedge relationships might 

be eligible for hedge accounting, as the standard introduces a more principles-based approach. 

However, at this stage the Group does not expect to identify any new hedge relationships. 

Currently, the Group has no existing hedge relationships. Accordingly, the Group does not expect 

a significant impact on the accounting for hedging relationships.

 The new impairment model requires the recognition of impairment provisions based on expected 

credit losses (ECL) rather than only incurred credit losses as is the case under IAS 39. It applies to 

financial assets classified at amortized cost, debt instruments measured at FVOCI, contract assets 

under IFRS 15 Revenue from Contracts with Customers, lease receivables, loan commitments and 

certain financial guarantee contracts.

 The new standard also introduces expanded disclosure requirements and changes in presentation. 

These are expected to change the nature and extent of the Group’s disclosures about its financial 

instruments particularly in the year of the adoption of the new standard.

(ii) IFRS 15 Revenue from contracts with customers

 The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18 which 

covers revenue arising from the sale of goods and the rendering of services and IAS 11 which 

covers construction contracts.

 The new standard is based on the principle that revenue is recognised when control of a good or 

service transfers to a customer.

 The standard permits either a full retrospective or a modified retrospective approach for the 

adoption. The new standard is effective for first interim periods within annual reporting periods 

beginning on or after 1 January 2018. The group will adopt the new standard from 1 January 2018.

 Management is currently assessing the effects of applying the new standard on the Group’s 

financial statements and has identified the following areas that are likely to be affected:

• bundle sales – the application of IFRS 15 may result in the identification of separate 

performance obligations which could affect the timing of the recognition of revenue

• accounting for costs incurred in fulfilling a contract – certain costs which are currently 

expensed may need to be recognised as an asset under IFRS 15, and

• rights of return – IFRS 15 requires separate presentation on the balance sheet of the right to 

recover the goods from the customer and the refund obligation.



26 HOSPITAL CORPORATION OF CHINA LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

3 ACCOUNTING POLICIES– continued

(a) Impact of standards issued but not yet applied by the Group– continued

(iii) IFRS 16 Leases

 IFRS 16 was issued in January 2016. It will results in almost all leases being recognized on the 

balance sheet, as the distinction between operating and finance leases is removed. Under the 

new standard, an asset (the right to use the leased item) and a financial liability to pay rentals are 

recognized. The only exceptions are short-term and low-value leases.

 The accounting for lessors will not significantly change.

 The standard will affect primarily the accounting for the Group’s operating leases. As at the 

reporting date, the Group has non-cancellable operating lease commitments of RMB13,850,000. 

However, the Group has not yet determined to what extent these commitments will result in the 

recognition of an asset and a liability for future payments and how this will affect the Group’s profit 

and classification of cash flows.

 Some of the commitments may be covered by the exception for short-term and low-value leases 

and some commitments may relate to arrangements that will not qualify as leases under IFRS 16.

 The standard is mandatory for first interim periods within annual reporting periods beginning on 

or after 1 January 2019. At this stage, the Group does not intend to adopt the standard before its 

effective date.

(iv) Amendment to IFRS 10 and IAS 28

 The amendments address an inconsistency between IFRS 10 and IAS 28 in the sale and 

contribution of assets between an investor and its associate or joint venture. A full gain or loss 
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4 ESTIMATES

 The preparation of interim financial information requires management to make judgements, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets and 

liabilities, income and expense. Actual results may differ from these estimates.

 In preparing this condensed consolidated interim financial information, the significant judgements made by 

management in applying the Group’s accounting policies and the key sources of estimation uncertainty were 

the same as those that applied to the consolidated financial statements for the year ended December 31, 

2016.

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

5.1 Financial risk factors

 The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk 

and fair value interest rate risk), credit risk and liquidity risk.

 The interim condensed consolidated financial information do not include all financial risk management 

information and disclosures required in the annual financial statements, and should be read in 

conjunction with the Group’s annual financial statements as at December 31, 2016.

 There have been no changes in the risk management policies since year end.

5.2 Liquidity risk

 Compared to year end, there was no material change in the contractual undiscounted cash out flows for 

financial liabilities.
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5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation

 The table below analyses the Group’s financial instruments carried at fair value as at June 30, 2017 by 

level of the inputs to valuation techniques used to measure fair value. Such inputs are categorised into 

three levels within a fair value hierarchy as follows:

•   Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

•   Inputs other than quoted prices included within level 1 that are observable for the asset or liability, 

either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

•   Inputs for the asset or liability that are not based on observable market data (that is, unobservable 

inputs) (level 3).

 The following table presents the Group’s financial assets that are measured at fair value at June 30, 

2017.

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Assets

Available-for-sale 

 financial assets

- Monetary funds with 

 floating rates — 80,933 — 80,933
    

Total assets — 80,933 — 80,933
    

 There were no transfers between levels 1, 2 and 3 during the period.

 At December 31, 2016, there is no financial instruments of the Group is required to be measured at fair 

value.
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5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation– continued

(a) Financial instruments in level 2

 The following table presents the changes in level 2 instruments for the year ended 31 December 

2016 and the six months ended 30 June 2017, respectively.

Monetary funds 

with floating rates

Six months 

ended June 30, 

2017

Six months 

ended June 30, 

2016

RMB’000 RMB’000

(Unaudited) (Audited)

Opening balance — —

Addition 93,100 —

Settlements (12,200) —

Gains recognised in profit or loss 33 —
  

Closing balance 80,933 —
  

Total gains for the period included in profit or loss 

 under ‘Other income’ 33 —
  

Changes in unrealised gains or losses for the period 

 included in profit or loss at the end of the period — —
  

 Financial instruments in level 2 were monetary funds with floating rates treated as available-for-

sale financial assets held by the Group which were effective on June 12, 2017 and June 13, 2017, 

respectively and part of them were redeemed on June 16, 2017 and June 22, 2017, respectively. 

The fair value of the monetary funds held by the Group is approximate to the book value and 

relevant fair value gain/loss and financial impact of changes in interest rate are minimal because of 

the short term duration from the effective days to June 30, 2017.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.3 Fair value estimation– continued

(b) Financial instruments in level 3

Wealth management 

contract with floating rates

Six months 

ended June 30, 

2017

Six months 

ended June 30, 

2016

RMB’000
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5 FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS– continued

5.4 Fair value of financial assets and liabilities measured at amortised cost

 The fair value of the following financial assets and liabilities approximate their carrying amounts:

• Trade receivables

• Other receivables, deposits and prepayments

• Amounts due from related parties

• Cash and cash equivalents

• Structured deposits

• Trade payables

• Accruals, other payables and provisions (excluding non-financial liabilities)

• Amounts due to related parties

6 SEGMENT INFORMATION
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

6 SEGMENT INFORMATION– continued

(b) Hospital management services

 The Group provides comprehensive management services to Yangsi Hospital under hospital 

management agreements and receives management service fee.

(c) Unallocated

 The BDC 
BT
/T1_1
ET
EMdTj
0.423 0 Td
(s)Tj
0.552Tj
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6 SEGMENT INFORMATION– continued

 Segment information about the Group’s reportable segment is presented below:-continued

General 

hospital 

services

Hospital 

management 

services Unallocated Total

RMB’000 RMB’000 RMB’000 RMB’000

(Audited)

Six months ended June 30, 2016

Revenue from external customers 13,011 63,086 — 76,097
    

EBITDA (209) 49,995 — 49,786

Depreciation (289)
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7 REVENUE

Six months ended June 30,

ii7
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8 OTHER (LOSSES)/GAINS—NET

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Foreign exchange (losses)/gains (195) 523

Medical compensation (14) —

Others (23) (1)
  

(232) 522
  

9 OTHER INCOME

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Government grants and subsidies (a) 1,500 569

Interest income on monetary funds and wealth management products 123 —
  

1,623 569
 

 si
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12 (LOSSES)/EARNINGS PER SHARE

(a) Basic (Losses)/Earnings Per Share

 Basic (losses)/earnings per share is calculated by dividing the (loss)/profit attributable to owners of the 

Company by the weighted average number of ordinary shares in issue for the year excluding ordinary 

shares purchased by the Company.

Six months ended June 30,

2017 2016

(Unaudited) (Audited)

Total (loss)/profit attributable to owners of the Company (RMB’000) (12,291) 16,462

Weighted average number of ordinary shares in issue (in thousands) 118,860 98,430
  

Basic (losses)/earnings per share (in RMB) (0.103) 0.167
  

 In determining the weighted average number of ordinary shares, the one share issued upon incorporation 

and 9,699 shares issued in 2016 were treated as if they have been in issue since February 21, 2014.

 In addition, the weighted average number of ordinary shares in issue was adjusted by additional 300 

shares which were issued to Midpoint Honour on March 31, 2016.

 On December 4, 2016, the Company repurchased and subsequently cancelled 14 out of 300 ordinary 

shares. The remaining 286 shares held by Midpoint Honour were treated as treasury share due to the 

amendments of the Subscription Agreement on December 4, 2016 and January 23, 2017.

 On January 3, 2017, the Company allotted and issued 9,986 ordinary shares of a par value of HK$0.001 

each to the then existing shareholders in proportion to their respective shareholdings in the Company at 

a consideration equal to the par value of HK$0.001 each and credited as fully paid, and 9,986 ordinary 

shares of a par value of US$1.00 each of the Company were repurchased at a price of HK$0.001 each 

and cancelled.

 On March 16, 2017, capitalization issue of 99,850,014 shares was effective. Accordingly, the weighted 

average number of ordinary shares in issue have been adjusted retrospectively as if it was effective from 

the date of the beginning.

 On March 16, 2017, the Company was listed on the Main Board of the Stock Exchange of Hong Kong 

Limited with the global offering of ordinary shares of HK$0.001 each of the Company, including, a public 

offering in Hong Kong of 3,333,600 shares and an international offering of 30,000,400 shares.

 On April 13, 2017, the Company issued 5,000,000 ordinary shares pursuant to the full exercise of the 

over-allotment option.

(b) Diluted (Losses)/Earnings Per Share

 The Company ng n.
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13 PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Property,

plant and

equipment

Other

intangible

assets Goodwill

RMB’000 RMB’000 RMB’000

(Unaudited)

Six months ended June 30, 2017

Net book value

Opening amount as at January 1, 2017 22,630 123,207 958,864

Additions 516 — —

Disposals — — —

Depreciation and amortisation (1,708) (1,746) —
   

Closing amount as at June 30, 2017 21,438 121,461 958,864
   

(Audited)

Six months ended June 30, 2016

Net book value

Opening amount as at January 1, 2016 23,625 126,487 958,864

Additions 2,323 — —

Disposals — — —

Depreciation and amortisation (1,767) (1,728) —
   

Closing amount as at June 30, 2016 24,181 124,759 958,864
   

14 TRADE RECEIVABLES

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Trade receivables 5,681 5,213

Less: provision for impairment of trade receivables (509) (638)
  

Trade receivables – net 5,172 4,575
  

 The carrying amounts of the Group’s trade receivables are denominated in RMB and approximate their fair 

values.
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14 TRADE RECEIVABLES – continued

 As at June 30, 2017 and December 31, 2016, the ageing analysis based on invoice date of the trade 

receivables was as follows:

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

1 - 90 days 2,751 4,514

91 - 180 days 2,542 —

181 days – 1 year 388 —

Over 1 year — 699
  

5,681 5,213
  

15 OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Prepayments for rental 347 331

Prepayments for construction 81

31,t 017
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16 BALANCES WITH RELATED PARTIES

 As at June 30, 2017 and December 31, 2016, the balances with related parties are unsecured, interest free, 

receivable/repayable on demand and are denominated in RMB.

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Amounts due from related parties

 – Trade in nature

  Yangsi Hospital 41,678 38,175

 – Others

  Vanguard Glory Limited 57 46

  Midpoint Honour Limited 27 30

  Grand Roc Holdings Limited 8 13

  Han Prestige Limited 8 —

  Marco Alliance Ltd. — 12
  

Total 41,778 38,276
  

 As at June 30, 2017 and December 31, 2016, the ageing analysis based on trading date of the trade 

receivables was as follows:

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Within 30 days 41,678 38,175

30 to 90 days — —

90 to 180 days — —

More than 180 days — —
  

41,678 38,175
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16 BALANCES WITH RELATED PARTIES – continued

 As at June 30, 2017, none of the trade receivables was individually determined to be impaired (2016: nil).

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Amounts due to related parties

– Others

 Yangsi Hospital 4,136 2,937

 Vanguard Glory Limited 561 918
  

4,697 3,855
  

 Amounts due to non-controlling shareholders of subsidiaries was recorded in other payables (Note 20).

 Their carrying values due as at June 30, 2017 and December 31, 2016, approximate their fair values.
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17 SHARE CAPITAL, TREASURY SHARES AND SHARE PREMIUM
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17 SHARE CAPITAL, TREASURY SHARES AND SHARE PREMIUM – continued

(a) Purs 
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19 TRADE PAYABLES

 An ageing analysis, based on invoice date, of trade payables as at the consolidated balance sheet dates are 

as follows:

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Less than 90 days 3,595 4,604

91 to 180 days — —

181 days to 1 year — —

Over 1 year 27 27
  

3,622 4,631
  

 The carrying amounts of trade payables are denominated in RMB. The carrying amounts approximate their 

fair values due to their short-term maturities.

20 ACCRUALS, OTHER PAYABLES AND PROVISIONS

As at

June 30,

As at

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Accrued employee benefits 6,219 11,217

Share-based payments 34,805 19,442

Payables to management subscribers 30,591 30,234

Accrued professional service fee in respect of the listing 21,984 6,839

Advance from third parties 158 167

Duty and tax payables other than corporate income tax 2,648 2,647

Payables to non-controlling shareholders of subsidiaries

 and withholding tax 2,549 5,357

Others 4,103 1,377
  

Total accruals, other payables and provisions 103,057 77,280
  

Less: non-current portion 2,866 19,442
  

Current portion 100,191 57,838
  

 The carrying amounts of accruals, other payables and provisions are denominated in RMB. The carrying 

amounts approximate their fair values.
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21 DE
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21 DEFERRED INCOME TAX– continued

 Deferred income tax liabilities

Intangible

assets

Withholding

tax Total

RMB’000 RMB’000 RMB’000

(Unaudited)

Balance at January 1, 2017 (30,758) (5,707) (36,465)

Credited/(charged) to profit or loss 432 (1,342) (910)
   

Balance at June 30, 2017 (30,326) (7,049) (37,375)
   

(Audited)

Balance at January 1, 2016 (31,622) (5,447) (37,069)

Credited/(charged) to profit or loss 432 (3,546) (3,114)
   

Balance at June 30, 2016 (31,190) (8,993) (40,183)
   

22 DIVIDENDS

 The board of directors of the Company does not declare any dividends for the six months ended June 30, 

2017 (six months ended June 30, 2016: nil).

23 COMMITMENTS

(a) Operating lease commitments

 The Group had future aggregate minimum lease payments in respect of land and buildings under non-

cancellable operating leases as follows:

Six months

ended June 30,

Year ended

December 31,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Not later than one year 4,357 2,376

Later than one year and not later than five years 9,493 7,834

Later than five years — 1,038
  

13,850 11,248
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24 SIGNIFICANT RELATED PARTY TRANSACTIONS

 Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party 

or exercise significant influence over the other party in making financial and operating decisions. As a result, 

Yangsi Hospital is considered to be related as the Group has participated internal governance body of Yangsi 

Hospital. Other parties are also considered to be related if they are subject to common control, common 

significant influence or joint control. Members of key management and their close family member of the Group 

are also considered as related parties.

 The directors of the Company are of the view that the following parties that had transactions or balances with 

the Group are related parties:

Name Relationship with the Group

Shanghai Yangsi Hospital Certain employees or directors of the Group are

 Yangsi Hospital’s internal governance body members

Vanguard Glory Limited Parent company

Hony Capital Fund V, L.P. Ultimate controlling shareholder

Hony Capital Management (Tianjin) L.P. Related party of ultimate controlling shareholder

Grand Roc Holdings Limited Related party which is owned by Mr. Zhang

Midpoint Honour Limited Related party which is owned by the management subscribers

Marco Alliance Ltd. Related party of ultimate controlling shareholder

Han Prestige Limited Related party of parent company

 The Group has exercised significant judgements in determining whether the Group has control over Yangsi 

Hospital. After assessment, the management concluded that the Group does not obtain the decision making 

power over the internal governance body to direct the relevant activities of Yangsi Hospital, so the Group 

does not control and thus does not consolidate Yangsi Hospital.

 The following significant transactions were carried out between the Group and its related parties for the 

periods ended June 30, 2017 and 2016. In the opinion of the directors of the Company, the related party 

transactions were carried out in the normal course of business and at terms negotiated between the Group 

and the respective related parties.
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24 SIGNIFICANT RELATED PARTY TRANSACTIONS – continued

(a) Significant transactions with related parties

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Management Service fee

–Yangsi Hospital 70,207 62,430
  

(b) Balances with related parties

 Balances with related parties as at June 30, 2017 were disclosed in Note 16.

(c) Key management compensation

 Key management includes directors and senior managements. The compensation paid or payables to 

key management for employee services is shown below:

Six months ended June 30,

2017 2016

RMB’000 RMB’000

(Unaudited) (Audited)

Wages, salaries an

bl
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25 EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

(a) Proposed acquisition

 On August 10, 2017, the Company entered into a legally binding letter of intent in relation to a proposed 

acquisition (‘Proposed Acquisition’). Pursuant to the letter of intent, the Company and the vendors 

have agreed on the conditions precedent, refundable deposit and exclusivity period of the Proposed 

Acquisition. On August 30, 2017, the refundable deposit amounting to RMB120,000,000 (‘Deposit’) has 

been paid into an escrow account and any of the Deposit shall not be transferred or appropriated from 

the escrow account without the consent of the Company and the vendor’s representative. The terms 

and conditions of the Proposed Acquisition are still being negotiated.

(b) Disposal of a subsidiary

 On August 9, 2017, the board of the Company discussed and approved the disposal of the 80% equity 

interest in Fuhua Hospital, which is indirectly held by the Company through Weikang Investment.

 On August 23, 2017, Weikang Investment entered into a sale and purchase agreement with Shanghai 

Hongfa Enterprise (Group) Co., Ltd. in relation to the disposal of the entire equity interest in Fuhua 

Hospital for a total consideration of RMB43,000,000 (‘Disposal’). Following the completion of the 

Disposal, Fuhua Hospital will cease to be a subsidiary of the Company.
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