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Principal Financial Data and Indicators

For the year ended December 31,

2023 2022 2021 2020 2019
RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000

(Restated) (Restated)
Revenue 1,596,266 1,484,903 1,297,430 989,012 860,692
Profit before income tax 99,182 15,605 95,691 83,509 55,523
Income tax expenses 12,250 26,574 54,831 30,662 -17,295
Net profit 86,932 -10,969 40,860 52,847 38,228
Net profit attributable to shareholders of the Company 85,948 -24,221 44,036 64,961 57,289
Non-controlling interests 984 13,252 -3,176 -12,114 -19,061

As of December 31,

2023 2022 2021 2020 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Restated) (Restated)
Total assets 3,047,687 2,637,787 2,377,955 2,161,262 2,117,352
Total liabilities 1,639,481 1,311,885 1,097,676 946,349 855,843
Total equity 1,408,206 1,325,903 1,280,279 1,214,913 1,261,509
Equity attributable to shareholders of the Company 1,265,065 1,201,585 1,208,264 1,122,248 1,164,484
Non-controlling interests 143,141 124,318 72,015 92,665 97,025




Dear Shareholders,

First of all, on behalf of the Board of Directors of Wenzhou Kangning Hospital Co., Ltd., | am pleased to present the annual
report of the Group for the year ended December 31, 2023.

In 2023, the world witnessed an unprecedented upheaval of a century, accelerating its evolution, while the economic
landscapes at home and abroad remained ever unpredictable. As the healthcare sector undergoes profound changes, new
norms and orders are gradually taking shape. The COVID-19 pandemic, spanning three years, has had profound and
enduring effects on China’s entire private healthcare industry. Concurrently, it catalyzed a widespread awakening of public
health consciousness and unleashed a surge in demand for healthcare services accumulated during the pandemic, leading to
a swift resurgence in the private healthcare sector.

From a macro perspective, since the release of the Opinions on Deepening Reform of the Medical and Health Care Systems
by the State Council in 2009, the country has consistently emphasized encouraging and guiding social capital to develop the
medical and healthcare industry, actively promoting the development of non-public medical and healthcare institutions, and
proposing a moderate reduction in the proportion of public medical institutions, forming a pattern of mutual promotion
and common development between public and non-public hospitals. In particular, after the promulgation of the 14th
Five-year National Health Plan, the planning for the private medical industry focused on continuing to guide and support
the development of rehabilitation, nursing, mental health, and other fields by social forces, and encouraging the group
development of private medical institutions. Against this backdrop, the Group has proactively aligned with the trends,
flexibly seized upon new situations and opportunities, and strategically positioned itself for the transformation towards
specialized chain clusters. Guided by the values of “Respecting Life and Serving Humbly’”, we are resolutely committed
to forging a path of development characterized by “specialization and differentiation”. Our focus is on expanding
and strengthening our specialty in mental health, intensifying efforts to empower the elderly medical care sector, and
comprehensively driving forward the high-quality development of the medical group.

In 2023, the Group delivered a strong performance. During the Reporting Period, the total revenue of the Group reached
RMB1,596.3 million, representing an increase of 7.5% as compared with that of 2022, with the operating revenue of our
self-owned hospitals reaching RMB1,485.2 million, representing an increase of 8.7% as compared with that of 2022.
During the Reporting Period, the net profit attributable to the shareholders of the Company amounted to RMB85.9
million, turning losses into profits compared to 2022, with a net asset return rate of 7.0%. Over the past year, the Group
has adhered to the principle of “prudent expansion and financial optimization™, carefully selecting M&A and investment
project targets, acquiring controlling stakes in Loudi Kangning Hospital, Dongkou Lening Hospital, and Chengdu Yining
Hospital, further expanding the Group’s medical network coverage nationwide. The number of self-owned hospitals under
our umbrella increased from 29 at the end of 2022 to 32 at the end of 2023, and the number of beds in operation rose from
9,688 at the end of 2022 to 11,268 at the end of 2023. Additionally, while continuously expanding the market, the Group
also actively extended the industrial chain network, including upgrading and optimizing the internet hospital platform,
strengthening the building of a pharmaceutical supply chain, researching and developing diversified additional products, etc.



In 2023, the Group continued to strengthen the long-term effectiveness of internal control management. Building upon the
improvement and perfection of the internal control system, we implemented a supervisory mechanism, conducting internal
inspections on a trial basis at controlling hospitals, shareholding companies, and functional departments. Based on role
management, we carried out multi-dimensional and full-process standardized management activities to ensure the legal and
compliant operation and governance of the Group.

In 2023, the Group released its Five-Year Shareholder Return Plan (2023-2027), reflecting our robust confidence in
the healthcare service market. Combining our business development strategies and financial growth targets, we aim to
reciprocate the long-term support of our shareholders. It is planned that during the period of 2023 to 2027, profits will
be distributed annually in cash, with a minimum of 30% of the profit attributable to the shareholders of the Company for
that year, gradually increasing this ratio to 50%. This underscores the Group’s confidence in industry development and
performance expectations. Going forward, the Group will continue to refine its modern corporate system and corporate
governance framework, further enhancing investor relations management. We are committed to providing greater
convenience for investors, especially small and medium-sized investors, to participate in corporate governance, thereby
creating steady long-term investment value.

With the wind at our backs on this journey of thousands of miles, we stride forth to meet challenges anew. In the future, the
Group will embark from a new and higher starting point, guided by the core values of “Respect and Safeguard Life, Serve
with Humility”. We will uphold tradition while embracing innovation, steadfast in our belief as we aim to become steadfast
practitioners of “Healthy China”, dedicated to the great cause of Kangning’s century-old legacy, striving and fighting!

GUAN Weili
Chairman

Zhejiang, the PRC
April 23, 2024



BUSINESS REVIEW AND OUTLOOK

Psychiatric Specialized Medical Service Industry and Geriatric Healthcare Industry in China
Psychiatric Specialized Medical Service Industry

The psychiatric health and mental health field, being strongly associated with people’s physical and mental health, have a
profound impact on the economic and social development. As a major public health and livelihood issue, it is also a key
area and important topic inescapable in the full implementation of the strategy of “Healthy China”.

With rapid economic and social development along with accelerating pace of life, mental health problems, including
common mental disorders and psychological and behavioral problems such as depression and anxiety disorders, have
been rising year by year. Psychological stress events and accidents or incidents caused by patients with mental disorders
occur from time to time, while there is an urgent need to strengthen the disease intervention for specific groups such
as Alzheimer’s disease and children with autism, indicating that the efforts to support mental health still face serious
challenges. The main reasons are, firstly, mental health resources are still lacking; secondly, the daily screening mechanism
for patients with severe mental disorders has not been fully developed yet; thirdly, the community rehabilitation service
system for mental disorders is still incomplete; fourthly, the establishment of the social psychological service system is still
on the experimenting exploration stage; fifthly, the public awareness towards common mental disorders such as anxiety and
depression and psychological and behavioral problems is low, and social prejudice still exists.

On October 25, 2016, the Central Committee of the Chinese Communist Party and the State Council issued the “Healthy
China 2030 Planning Outline”, which proposes to strengthen the construction and standardized management of mental
health service system, increase the publicity of mental health awareness, improve mental health literacy, strengthen the
intervention in common mental disorders such as depression and anxiety and psychological and behavioral problems,
and improve early detection and timely intervention of psychological problems in key groups. It also proposes to enhance
the report, registration and rescue management of patients with severe mental disorders, fully promote community
rehabilitation services for mental disorders, and improve the intervention ability and level of treating psychological
problems caused by emergencies. By 2030, the level of intervention in the prevention and treatment of common mental
disorders as well as the detection of psychological and behavioral problems is expected to be significantly improved.



On December 18, 2019, 12 departments including the National Health Commission and Publicity Department issued the
Healthy China Action — Child and Adolescent Mental Health Action Plan (2019-2022), which puts forward the stage
goals for the indicators related to child and adolescent mental health. It promotes the basic establishment of a social
environment beneficial to children and adolescents’ mental health, so as to form a mental health service model connecting
schools, communities, families, media, and medical and healthcare institutions, implement preventive intervention measures
for children and adolescents with psychological and behavioral problems and mental disorders, strengthen psychological
counseling of key groups, aiming to lay an important foundation for the improvement of children and adolescents’ health
and wellness and the co-building and co-sharing of Healthy China.

On September 9, 2021, the State Council promulgated the National Human Rights Action Plan (2021-2025), which
proposes the deep implementation of the Healthy China initiative to ensure the provision of comprehensive lifecycle health



On February 22, 2023, the Department of Moral Education under the Ministry of Education of the People’s Republic of
China released its work priorities for 2023, which proposes to upgrade the dynamic monitoring function of the information
platform for the management, dynamic analysis, and consultation and guidance of college students’ mental health, in order
to provide strong support for the precise development of students’ mental health education. Moreover, it emphasizes the
need to further strengthen mental health education, conduct psychological assessments of all new college students, and

establish a system for the intervention of severe psychological conditions, so as to promote school-hospital collaboration.

On February 23, 2023, the General Office of the Central Committee of the Communist Party of China and the General
Office of the State Council issued the Opinions on Further Deepening Reform to Promote the Healthy Development of
the Rural Medical and Health System, which encourages social forces to establish clinics, outpatient departments, private
hospitals, etc., to provide diversified medical services for rural residents, and participate in undertaking the government’s
purchase of public health services.



agemen

Geriatric Healthcare Industry

As China’s economy rapidly evolves and its demographic makeup undergoes transformation, the challenge of aging is
gaining increasing prominence. According to the United Nations’ World Population Prospects 2022, it is projected that
by 2050, China’s population aged 60 and above will surpass 500 million, constituting a remarkable 38.81% of the total
population, marking China’s shift towards a severely aging society. The aging population in China presents both challenges
and significant opportunities. With the rise in the elderly population and the escalating demand for healthcare services, the
market for elderly healthcare in China is poised for continuous expansion, sustaining a high growth trajectory. A range of
recent government policies aimed at encouraging private capital’s involvement in elderly healthcare have not only provided
robust backing for the development of the elderly healthcare industry but have also instilled considerable confidence in its
future prospects.

On February 3, 2015, 10 departments including the Ministry of Civil Affairs and the National Development and Reform
Commission jointly issued the Implementation Opinions on Encouraging Private Capital to Participate in the Development
of Elderly Care Services to support the participation of private capital in the elderly care sector’s development, promote the
integration of medical and elderly care services and improve investment and financing policies.

On November 18, 2015, the General Office of the State Council forwarded the Guiding Opinions on Promoting the
Integration of Medical Health and Elderly Care Services, which advocates for the establishment of integrated medical and
elderly care institutions by social forces. The document also encourages social forces to establish integrated medical and
elderly care institutions as well as professional medical institutions dedicated to elderly rehabilitation and care through
market-oriented approaches to address the health and care needs of the elderly. Furthermore, it recommends that plans
related to medical health and elderly care should incorporate opportunities for engaging social forces in the establishment of
integrated medical and elderly care institutions.

On July 4, 2015, the State Council issued the Guiding Opinions of the State Council on Vigorously Advancing the “Internet
Plus” Action, outlining the development objectives, development forms, main directions, development environment and
guarantee conditions for the smart healthcare and elderly care sectors. The document has also proposed the establishment
of a community-based elderly care information service network platform by leveraging existing Internet resources and social
forces to provide in-home elderly care services such as nursing, health management, and rehabilitation care.



On March 17, 2016, the General Office of the Communist Party of China Central Committee and the General Office of
the State Council issued the Opinions on Establishing and Improving the Implementation Mechanism of the Outline of the
National “13th Five-Year” Plan, which fosters social forces in establishing healthcare service institutions, propels equal
treatment for non-profit private hospitals and public hospitals, and actively encourages the integration of medical services
with elderly care provisions.

On October 25, 2016, the Communist Party of China Central Committee and the State Council issued the “Healthy
China 2030 Planning Outline”, which prioritizes enhancing health services for key demographics, promoting healthy
aging, boosting the integration of medical and elderly care services, and providing the elderly with comprehensive health
and elderly care services covering inpatient care during the treatment period, rehabilitation care, daily living support
during stability, and hospice care. The document also encourages the establishment of integrated medical and elderly care
institutions by social forces.

On January 25, 2017, the State Council issued the Notice on the National Population Development Plan (2016-2030),
highlighting the imperative to speed up the enhancement of the system for elderly care services rooted in home-based
support, bolstered by community resources, supplemented by institutional aid, and incorporated with medical care services
and expand the availability of elderly care services and products, in response to the accelerating trend of population aging.

On January 9, 2017, the State Council issued the Notice on the “13th Five-Year Plan” for Deepening the Reform of
Pharmaceutical and Healthcare Systems, which explicitly supports the establishment of integrated medical and elderly care

institutions by social forces.

On March 6, 2017, the State Council issued the “13th Five-Year Plan”









On February 7, 2022, 15 departments, including the National Health Commission, Ministry of Education, and Ministry of
Science and Technology, jointly issued the “14th Five-Year Plan” for Healthy Aging, calling for vigorous promotion of the
development of new industries, new formats, and new business models in the field of elderly health. It also proposed that
local governments incorporate elderly health planning into the overall economic and social development plan, making the
promotion of the elderly health industry and its development an important way to deepen supply-side structural reforms
and improve people’s well-being.

On May 21, 2023, the General Office of the Central Committee of the Chinese Communist Party and the General Office of
the State Council issued the Opinions on Promoting the Construction of the Basic Elderly Care Service System, emphasizing
the fundamental role of basic elderly care services in ensuring that the elderly are properly cared for. Advancing the
construction of the basic elderly care service system is a crucial task in implementing proactive strategies to address
population aging and achieving equal access to basic public services. It also calls for the implementation of preferential
policies to support the development of elderly care services and encourages social participation in providing basic elderly
care services.

On January 15, 2024, the General Office of the State Council issued the Opinions on Developing the Silver Economy to
Enhance the Well-being of the Elderly, presenting 26 measures across 4 aspects. This marks the first specialized document
issued by the state to support the development of the silver economy. The document highlights that the silver economy
encompasses a wide range of economic activities aimed at providing products or services to the elderly and preparing for the
aging stage, with broad coverage, long industrial chains, diverse business models, and enormous potential.



WENZHOU KANGNING HOSPITAL CO., LTD.
2023 ANNUAL REPORT

Management Discussion and Analysis

Business Review

In 2023, following the shift of China’s COVID-19 epidemic prevention and control phase, the macroeconomy saw
recovery and development. In the post-epidemic era, there has been an increasing demand in people’s mental health and
psychological needs, with the aging population prompting the public to raise their health management awareness. National
and local governments persist in introducing policies that encourage social forces to engage in mental health, elderly care
and other sectors. Adhering to the principle known as “keeping righteousness and innovation while seeking progress on top
of stability (D000, 00 OO)”, the Group always remains true to its original aspiration of meeting healthcare needs of
patients and deeply cultivates in the field of psychiatric specialty healthcare, while expediting the Company’s presence in the
elderly healthcare sector, strengthening compliance and quality control practices and consolidating corporate connotation
construction, and is committed to providing more comprehensive and higher quality health services for patients.

During the Reporting Period, the Group’s overall business was robust and displayed enduring endogenous momentum.
During the Reporting Period, the Group recorded total revenue of RMB1,596.3 million, representing an increase of 7.5%
as compared with that of 2022. Among them, the revenue from operating its owned hospitals amounted to RMB1,485.2
million, representing an increase of 8.7% as compared with that of 2022. During the Reporting Period, the Group’s
net profit attributable to shareholders of the Company amounted to RMB85.9 million, returning to profit over the
corresponding period in 2022, and the return on equity was 7.0%. As of December 31, 2023, the number of the Group’s
owned hospitals increased to 32 (December 31, 2022: 29), including an independently established internet hospital (Yining
Psychology Internet Hospital), and the number of operating beds increased to 11,268 (December 31, 2022: 9,688).

Psychiatric Healthcare Business

The Group has always been focusing on satisfying the continuously growing multi-level and diversified demand for
psychiatric health of the patients, constantly strengthening the refined management model of the Group, and improving its
medical quality control and service level. The Group expanded and strengthened the psychiatric specialized business by the
way of online and offline integration and dedicated to be professional guardian of psychiatric health. During the Reporting
Period, the performance of the Group’s mature hospitals such as Wenzhou Kangning Hospital, Cangnan Kangning Hospital
and Yueging Kangning Hospital showed steady growth with an increase in both of outpatient and inpatient revenue. In
particular, the advantages of Qingtian Kangning Hospital, Yongjia Kangning Hospital and Jinyun Shuning Hospital in
development space were released quickly after being relocated to new sites. The development of Quzhou Yining Hospital,
Chun’an Kangning Hospital, Pujiang Yining Hospital and Changchun Kanglin Psychological Hospital in the growth period
showed a rebound trend, and further consolidated the basic business of the Group. Furthermore, the regional management
model of the Group has increasingly demonstrated agglomeration effects, with its owned hospitals in the Taizhou and Haixi
regions achieving stable year-on-year growth. As the impact of the pandemic eliminated and standards of local medical
insurance payment increased, the operating performances of three hospitals, namely the Huainan Kangning Hospital, Heze
Yining Hospital and Guanxian Yining Hospital, were markedly improved with profitability gradually recovering. However,
Beijing Yining Hospital and Shenzhen Yining Hospital incurred losses due to factors such as relatively high property costs,
prompting the Group to consider adopting a comprehensive solution to address these issues.



During the Reporting Period, the Group acquired 51% equity interest in Loudi Kangning Hospital and 51% equity interest
in Dongkou Lening Hospital, as well as acquired a controlling interest in Chengdu Yining Hospital through mergers and
acquisitions, which expanded its strategic network layout in the psychiatric field and further enhanced the Group’s business
scale and market competitiveness.

Elderly Healthcare Business

On January 15, 2024, the State Council promulgated the Opinions of the General Office of the State Council on Developing
the Silver Economy and Improving the Well-being of the Elderly (Guobanfa [2024] No. 1) {0 00000000 O0OO
000000000 NOODO[2024]1 O)), proposing 26 measures across four aspects. As the first specialized document
issued by the country to support the development of the silver economy, the document states that the silver economy is the
collective of a series of economic activities such as providing products or services to the elderly and preparing for the old
age, involves a wide range of areas and features a long industrial chain, diverse business forms, and enormous potential.

According to the development strategy layout for transformation of specialized chain cluster, the Group has continuously
increased investment in the elderly healthcare sector since 2016. Leveraging the advantages of collectivization management
and taking the integrated medical and nursing model as the core, the Group is committed to providing comprehensive and
multi-level health services for the elderly and the elderly patients with disability, dementia, and chronic diseases, etc. As
of December 31, 2023, the Group has opened six elderly hospitals, with one health care project under construction and
approximately 2,540 beds available, generating an healthcare business income of approximately RMB427.1 million in
2023, accounting for 28.8% of the Group’s revenue from the operation of owned hospitals, making a promising foundation
for the implementation of the development strategy for the elderly healthcare sector. Among them, the business of mature
elderly hospitals such as Geriatric Hospital and Wenzhou Cining Hospital grew steadily. Pingyang Changgeng Yining
Hospital and Yueqing Yining Hospital, acquired in 2021 and 2022, respectively, recorded remarkable performance with
a faster growth in revenue as compared to 2022, while the business development of Cangnan Yining Nursing Center and
Wenzhou Ouhai Yining Elderly Hospital, both opened in 2022, was in line with expectations, as they were still in a fast
ramp-up period.

Business Highlights

During the Reporting Period, the Group actively conducted grading assessments for owned hospitals to promote the
coordinated development of medical quality, medical services, and scientific research and teaching in a comprehensive
manner, and to provide patients with higher-quality medical services while better meeting the multi-level and diverse health
needs of psychiatric patients. Notably, Wenzhou Kangning Hospital, being our flagship hospital, successfully completed the
re-evaluation for Grade IIIA psychiatric specialty hospitals in Zhejiang in the fourth cycle, and Linhai Kangning Hospital,
Cangnan Kangning Hospital, Pingyang Kangning Hospital, Pingyang Changgeng Yining Hospital, Yongjia Kangning
Hospital, Yueqing Kangning Hospital and Qingtian Kangning Hospital under the Group all passed the evaluation for
Grade 1IB hospitals in Zhejiang in the fourth cycle. Moving forward, the Group will continue to assess its owned hospitals
and assign grades on an individual basis to constantly enhance its comprehensive competitiveness and further reinforce its
competitive standing in the market.






Financial Review

The Group recorded revenue of RMB1,596.3 million during the Reporting Period, representing an increase of 7.5% as
compared with 2022. Among them, the revenue from operating its owned hospitals amounted to RMB1,485.2 million,
representing an increase of 8.7% as compared with 2022. During the Reporting Period, the gross profit margin of its owned
hospitals was 25.4% (2022: 23.9%). The overall gross profit of the Group increased to RMB411.1 million, representing
an increase of 16.5% as compared with 2022. During the Reporting Period, net profit attributable to shareholders of the
Company for the Reporting Period amounted to RMB85.9 million, returning to profit as compared with that of 2022.
The net cash generated from operating activities of the Group amounted to RMB265.0 million (2022: RMB227.2 million),
representing an increase of 16.6% as compared with 2022.

Revenue and Cost of Revenue

The Group generates revenue mainly through the following three ways: (i) revenue from operating its owned hospitals; (ii)
revenue from other healthcare related business; and (iii) other revenue not related to healthcare business.

The table below sets forth a breakdown of total revenue for the periods indicated:

For the year ended
December 31,

2023 2022

(RMB’000) (RMB’000)

Revenue from operating owned hospitals 1,485,161 1,366,817
Revenue from other healthcare related business 105,756 110,018
Other revenue not related to healthcare business 5,349 8,068
Total revenue 1,596,266 1,484,903

Revenue and cost of revenue from operating its owned hospitals

Revenue from operating its owned hospitals consists of fees (“Billing Revenue™) charged for outpatient visits and
inpatient services at the Group’s various hospitals, which can be divided into treatment and general healthcare services
and pharmaceutical sales, as well as variable considerations for medical services provided by the Group, including medical
insurance settlement differences and the estimated unrecoverable charges for offering medical services by the Group to
extremely deprived community members, low-end patients who are impoverished due to illness and other persons with
special difficulties stipulated by the people’s government at or above the county level pursuant to relevant policies. The net
amount after deducting the variable considerations from the Billing Revenue is recorded as operating revenue of the Group.



The table below sets forth a breakdown of the Billing Revenue of the Group’s owned hospitals adjusted to operating
revenue for the periods indicated:

For the year ended
December 31,

2023 2022

(RMB’000) (RMB’000)

Billing Revenue from owned hospitals 1,537,406 1,425,005
Less: Variable considerations 52,245 58,188
Revenue from operating owned hospitals — net 1,485,161 1,366,817

For the Reporting Period, the Group’s Billing Revenue from its owned hospitals amounted to RMB1,537.4 million,
representing an increase of 7.9% as compared with 2022, which was mainly due to an increase in treatment and general
healthcare services revenue driven by a higher outpatient visits and inpatient visits. During the Reporting Period, the
variable considerations amounted to RMB52.2 million, representing a decrease of RMB5.9 million from 2022, the
proportion of the variable considerations to Billing Revenue decreased to 3.4% (2022: 4.1%).



The table below sets forth a breakdown of the Billing Revenue, cost of revenue and gross profit of the Group’s owned
hospitals for the periods indicated:

For the year ended
December 31,

2023 2022

(RMB’000) (RMB’000)

Billing Revenue from owned hospitals 1,537,406 1,425,005
Cost of revenue 1,107,920 1,040,115
Gross profit 429,486 384,890

During the Reporting Period, Billing Revenue from the Group’s owned hospitals increased by RMB112.4 million as
compared with 2022, mainly due to the increase in Billing Revenue from Wenzhou Kangning Hospital, Wenzhou Oubhai
Yining Geriatric Hospital, Yongjia Kangning Hospital, Yueging Yining Hospital, Wenzhou Cining Hospital and Pingyang
Changgeng Yining Hospital and Cangnan Yining Hospital, as well as the newly acquired Loudi Kangning Hospital and
Dongkou Lening Hospital. During the Reporting Period, the gross profit of the Group’s owned hospitals on Billing Revenue
basis increased by 11.6% as compared with 2022, mainly due to the increase in inpatient bed-days while controlling costs.



The table below sets forth a breakdown of Billing Revenue of the Group’s owned hospitals by inpatients and outpatients for
the periods indicated, with relevant operating data:

For the year ended
December 31,

2023 2022
Inpatients
Inpatient bed as at period end 11,268 9,688
Effective inpatient service bed-day capacity 4,112,820 3,536,120
Utilization rate (%6) 84.4 88.7
Number of inpatient bed-days 3,471,366 3,134,950
Treatment and general healthcare services
revenue attributable to inpatients (RMB’000) 1,146,473 1,061,798
Average inpatient spending per bed-day on
treatment and general healthcare services (RMB) 330 339
Pharmaceutical sales revenue attributable to inpatients (RMB’000) 172,590 156,512
Average inpatient spending per bed-day on pharmaceutical sales (RMB) 50 50
Total inpatient revenue (RMB’000) 1,319,063 1,218,310
Total average inpatient spending per bed-day (RMB) 380 389
Outpatients
Number of outpatient visits 500,570 527,050
Treatment and general healthcare services revenue
attributable to outpatients (RMB’000) 68,199 58,089
Average outpatient spending per visit on treatment
and general healthcare services (RMB) 136 110
Pharmaceutical sales revenue attributable to outpatients (RMB’000) 150,144 148,606
Average outpatient spending per visit on pharmaceutical sales (RMB) 300 282
Total outpatient revenue (RMB’000) 218,343 206,695
Total average outpatient spending per visit (RMB) 436 392
Total treatment and general healthcare services revenue (RMB’000) 1,214,672 1,119,887

Total pharmaceutical sales revenue (RMB’000) 322,734 305,118




During the Reporting Period, inpatient Billing Revenue amounted to RMB1,319.1 million, representing an increase of
8.3% as compared with that of 2022, primarily due to the number of the Group’s inpatient bed-days increased by 10.7%,
which was driven by the increase in the inpatient bed-days of Wenzhou Ouhai Yining Geriatric Hospital, Yongjia Kangning
Hospital, Wenzhou Cining Hospital, Pingyang Changgeng Yining Hospital and Yueqing Yining Hospital. The proportion
of inpatient Billing Revenue to Billing Revenue from owned hospitals was 85.8% (2022: 85.5%).

During the Reporting Period, outpatient Billing Revenue amounted to RMB218.3 million, representing an increase of 5.6%
as compared with 2022, primarily due to the decrease of outpatient visits by 5.0% and an increase in average outpatient
expenditure of 11.2%. The proportion of outpatient Billing Revenue to Billing Revenue from owned hospitals was 14.2%
(2022: 14.5%).

During the Reporting Period, due to the increase of both inpatient and outpatient business, Billing Revenue from treatment
and general healthcare services increased by 8.5% as compared with 2022, and increased to 79.0% (2022: 78.6%) of
Billing Revenue from owned hospitals; Billing Revenue from pharmaceutical sales increased by 5.8% as compared with
2022, accounting for 21.0% (2022: 21.4%) of Billing Revenue from owned hospitals, of which: the ratio of inpatient
pharmaceutical sales to total inpatient Billing Revenue increased to 13.1% (2022: 12.8%), the ratio of outpatient
pharmaceutical sales to total outpatient Billing Revenue decreased to 68.8% (2022: 71.9%).

Cost of revenue of the Group’s owned hospitals primarily consisted of pharmaceuticals and consumables used, employee
benefits and expenses, depreciation of right-of-use assets, depreciation and amortization, canteen expenses and testing fees.

The table below sets forth a breakdown of cost of revenue of the Group’s owned hospitals for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Pharmaceuticals and consumables used 365,896 339,777
Employee benefits and expenses 435,287 390,107
Depreciation of right-of-use assets 31,319 33,584
Depreciation and amortization 89,752 99,553
Canteen expenses 65,183 63,747
Testing fees 21,092 20,295
Others 99,391 93,052

Cost of revenue of owned hospitals 1,107,920 1,040,115




During the Reporting Period, the cost of revenue of the Group’s owned hospitals increased to RMB1,107.9 million,



During the Reporting Period, consolidated gross profit margin of the Group increased to 25.8% (2022: 23.8%), of which
the gross profit margin of owned hospitals businesses increased by 1.5 percentage points from 2022.

Tax and Surcharge

During the Reporting Period, the tax and surcharge of the Group amounted to RMB6.5 million (2022: RMB5.0 million).

Selling Expenses

During the Reporting Period, the selling expenses of the Group amounted to RMB17.1 million (2022: RMB15.0 million).
The selling expenses accounted for 1.2% of the revenue from operating owned hospitals of the Group (2022: 1.19%).

Administrative Expenses

During the Reporting Period, administrative expenses of the Group primarily consist of employee benefits and expenses,
depreciation and amortization, consultancy expenses, travelling expenses and other expenses. The table below sets forth a
breakdown of administrative expenses of the Group for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Employee benefits and expenses 117,426 111,252
Depreciation and amortization 29,101 24,761
Consultancy expenses 19,853 29,187
Travelling expenses 4,725 4,359
Others 41,921 36,328
Total administrative expenses 213,026 205,887

During the Reporting Period, the administrative expenses of the Group amounted to RMB213.0 million, representing an
increase of 3.5% as compared with that of 2022, which was mainly due to an increase in employee benefits and expenses of
5.5% compared to 2022. The proportion of the administrative expenses to the revenue from operating owned hospitals of
the Group was 14.3% (2022: 15.1%).



Research and Development Expenses

During the Reporting Period, the Group’s research and development expenses mainly consisted of clinical research,
development of informatization software and construction of Internet hospital platform. The following table sets forth a
breakdown of the Group’s research and development expenses for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Clinical research 20,552 18,899
Development of informatization software 8,436 9,803
Construction of Internet hospital platform 3,427 4,053
Others 51 273
Total 32,466 33,028

During the Reporting Period, the Group’s research and development expenses amounted to RMB32.5 million (2022:
RMB33.0 million), representing a decrease of 1.7% as compared with 2022. The proportion of research and development
expenses to the revenue from operating owned hospitals of the Group was 2.2% (2022: 2.4%).

Finance Expenses — Net

Our finance income includes interest income from bank deposits and foreign exchange gains, and the finance expenses
include borrowing interest expense, the interest expenses on lease liabilities and unrecognized financial charges. The table
below sets forth a breakdown of our finance expenses for the periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Interest income -5,266 -2,762
Foreign exchange gains -4 -78
Borrowing interest expense 30,180 33,214
Interest expenses on lease liabilities 9,755 11,936
Unrecognized financial charges 5,694 1,180
Others 1,093 820

Finance expenses — net 41,452 44,310




During the Reporting Period, the net finance expenses of the Group amounted to RMB41.5 million, representing a decrease
of RMB2.9 million as compared with that of 2022, of which, borrowing interest expense decreased by 9.1% as compared

with that of 2022, mainly due to the decrease in bank loans of the Group. The unrecognized financial charges increased by
RMB4.5 million, mainly due to the increase in financial lease liabilities.

Investment Income

Our investment income consist of share of losses of investments accounted for using the equity method, gains arising from
disposal of long-term equity investment and investment gains from disposal of trading financial liabilities. The table below
sets forth a breakdown of our investment income for the periods indicated:

For the year ended
December 31,

2023 2022
(RMB’000) (RMB’000)
Share of losses of investments accounted for
using the equity method -6,465 -15,927
Gains arising from disposal of long-term
equity investment 698 18,063
Investment gains from disposal of
trading financial liabilities -300 -
Fund dividends - 714
-6,067 2,850

During the Reporting Period, our losses of investments amounted to RMB6.1 million. Among the said amount, there was
attributable investment loss of RMB6.5 million accrued under the equity method. Additionally, the acquisition of Chengdu
Yining Hospital resulted in a one-time write-down of RMB6.8 million in the carrying value of the Group’s long-term equity
investments accrued under the equity method.

Credit Impairment Losses

During the Reporting Period, credit impairment losses amounted to RMB9.4 million (2022: RMB25.2 million).



Non-Operating Income and Non-Operating Expenses

Our non-operating income mainly consists of government grants and donations received. Non-operating expenses mainly
consist of losses on scrapping of non-current assets, donation expenses, and expenses for medical disputes. The table below
sets forth a breakdown of our non-operating income and non-operating expenses for the periods indicated:

For the year ended
December 31,
2023 2022
(RMB’000) (RMB’000)

Government grants 566 55
Donations received 5,975 7,436
Other non-operating income 3,004 1,063
Non-operating income 9,545 8,554
Losses on scrapping of non-current assets 291 1,588
Donation expenses 4,494 3,928
Expenses for medical disputes 3,380 1,754
Other non-operating expenses 3,201 2,071
Non-operating expenses 11,816 9,341

During the Reporting Period, the non-operating income of the Group amounted to RMB9.5 million, representing an
increase of RMB1.0 million as compared with that of 2022, mainly due to the increase in insurance compensation income
by RMBO0.9 million as compared to 2022. During the Reporting Period, the non-operating expenses of the Group increased
to RMB11.8 million, mainly attributable to the increase in medical disputes expenses by RMB2.1 million as compared to
2022.

Income Tax Expense

During the Reporting Period, income tax expense amounted to RMB12.3 million (2022: RMB26.6 million), representing
a decrease of 53.9% as compared with that of 2022. In 2023 and 2022, our actual tax rate was 12.4% and 170.3%,
respectively, and the lower actual tax rate in 2023 was mainly due to the use of deductible losses of the deferred income tax
assets unrecognized in the previous period.



Financial Position

Inventory

As of December 31, 2023, inventory balances amounted to RMB60.6 million (as of December 31, 2022: RMB58.3 million),
mainly including the medical inventory and turnover materials.

Accounts Receivables

As of December 31, 2023, the balance of accounts receivables amounted to RMB420.4 million (as of December 31, 2022:
RMB382.8 million), representing an increase of 9.8% as compared with that of December 31, 2022, mainly due to the
increase in operational income of the Group’s owned hospital.

During the Reporting Period, accounts receivables turnover days of the Group’s owned hospitals businesses were 46 days
(2022: 42 days).
Other Receivables and Prepayments

As of December 31, 2023, other receivables and prepayments increased to RMB79.5 million (as of December 31, 2022:
RMB69.4 million).

Other Non-current Financial Assets

As of December 31, 2023, the balance of other non-current financial assets was RMB65.1 million (as of December 31,
2022: RMB63.1 million).

Construction in progress

As of December 31, 2023, the balance of construction in progress was RMB187.0 million (as of December 31, 2022: the
balance of construction in progress was RMB152.5 million), and the new constructions in progress were mainly the new
construction project of Lucheng Yining Hospital and the new construction project of Linhai Cining Hospital.

Right-of-use Assets

As of December 31, 2023, right-of-use assets decreased to RMB189.1 million (as of December 31, 2022: RMB190.4
million), mainly attributable to depreciation of right-of-use assets.

Accounts Payables

As of December 31, 2023, accounts payables increased to RMB110.1 million (as of December 31, 2022: RMB85.8 million).



Receipts in Advance and Contract Liabilities

As of December 31, 2023, receipts in advance and contract liabilities increased to RMB26.6 million (as of December 31,
2022: RMB29.9 million).
Other Payables

As of December 31, 2023, other payables increased to RMB150.3 million (as of December 31, 2022: RMB72.2 million),
mainly due to the increase of completed but unsettled construction project funds of RMB54.2 million for Quzhou Yining
Hospital and Linhai Cining Hospital.

Liquidity and Capital Resources

The table below sets forth the information as extracted from the consolidated cash flow statements of the Group for the
periods indicated:

For the year ended

December 31,
2023 2022
(RMB’000) (RMB’000)
Net cash generated from operating activities 265,033 227,221
Net cash used in investing activities -215,017 -273,615
Net cash generated from financing activities 96,107 116,178
Net increase in cash and cash equivalents 146,127 69,861

Net Cash Generated from Operating Activities

During the Reporting Period, net cash generated from operating activities amounted to RMB265.0 million, primarily
consisting of net profit of RMB85.9 million, adjustments of RMB9.4 million for credit impairment losses and asset
impairment losses and adjustments of RMB159.4 million for depreciation and amortisation of various assets. Changes in
working capital resulted in cash inflow of RMB13.9 million.

Net Cash Used in Investing Activities

During the Reporting Period, net cash used in investing activities amounted to RMB215.0 million, primarily due to the
amount of RMB179.7 million for purchasing property, plant and equipment, including the investments in the infrastructure
of Lucheng Yining Hospital, Quzhou Yining Hospital, Linhai Cining Hospital, Jinyun Shuning Hospital, and Longquan
Kangning Hospital and the renovations of Pingyang Changgeng Yining Hospital.



Net Cash Generated from Financing Activities

During the Reporting Period, net cash generated from financing activities amounted to RMB96.1 million.

Significant Investment, Acquisition and Disposal

The Group had no significant investment, acquisition and disposal during the Reporting Period.

As of the Latest Practicable Date, the Group did not receive any specific plan with authorisation from the Board on
significant investment in or acquisition of capital assets.

Indebtedness
Bank Borrowings

As of December 31, 2023, the balance of bank borrowings of the Group amounted to RMB864.7 million (as of December
31, 2022: RMB616.5 million), primarily attributable to repayment of borrowings of RMB357.7 million and an increase in
borrowings of RMB605.9 million during the Reporting Period.

Contingent Liability

As of December 31, 2023, the Group had no contingent liability or guarantees that would have a material impact on the
financial position or operation of the Group.

Asset Pledge

During the Reporting Period, the Group’s Wenzhou Kangning Hospital pledged property ownership Wenfang Quanzheng
Lucheng District No. 826751, Wenfang Quanzheng Lucheng District No. 826750, Zhe (2016) Wenzhou Real Estate
Rights No. 0010144, Zhe (2016) Wenzhou Real Estate Rights No. 0010142, and Zhe (2021) Wenzhou Real Estate Rights
No. 0081628, to China CITIC Bank Wenzhou Ouhai Sub-branch and China Minsheng Bank Wenzhou Branch, and Zhe
(2017) Cangnan County Real Estate Rights No. 0018361 to China ICBC Bank Wenzhou Ouhai branch for obtaining a
bank loan. As of December 31, 2023, the balance of such pledged loan was RMB260.0 million. Wenzhou Lucheng Yining
hospital pledged the real estate property with certificate number of Zhe (2020) Wenzhou Real Estate Rights No. 0068897
to China BOCOM Wenzhou Commercial City Sub-branch. As of December 31, 2023, the balance of such pledged loan
was RMB75.1 million. Jinyun Shuning Hospital pledged the real estate property with certificate number of Zhe (2023)
Jinyun Real Estate Rights No. 0000180 to Zhejiang Jinyun Rural Commercial Bank Wuyun Sub-branch. As of December
31, 2023, the balance of such pledged loan was RMB25.0 million. Quzhou Yining Hospital pledged the real estate property
with certificate number of Zhe (2022) Quzhou Real Estate Rights No. 0045588 to China CITIC Bank Wenzhou Renmin
Road Sub-branch. As of December 31, 2023, the balance of such pledged loan was RMB37.7 million.



Lease Liabilities

The lease liabilities of the Group primarily consist of operating lease arrangements. As of December 31, 2023, the present
values of unsettled lease payments under non-cancellable lease agreements, after deducting an amount of RMB28.6 million
which is due within one year, were RMB163.2 million.

Financial Instruments

Financial instruments of the Group consist of accounts receivable, other non-current financial assets, other receivables, cash
and cash equivalents, bank borrowings, accounts payable and other payables. The Company’s management manages and
monitors these risks to ensure effective measures are implemented in a timely manner.

Exposure to Fluctuation in Exchange Rates

The Group deposits certain of its financial assets in foreign currencies, which mainly involve risks of fluctuations in the
exchange rate of HKD against RMB. The Group is therefore exposed to foreign exchange risks accordingly.

As of December 31, 2023, the Group has not used any derivative financial instruments to hedge against its exposure to
currency risks. The management of the Company manages the currency risks by closely monitoring the movement of the
foreign currency rates, and will consider hedging against significant foreign currency exposures should such need arise.

Gearing Ratio

As of December 31, 2023, the Group’s gearing ratio (total liabilities divided by total assets) slightly increased to 53.8% (as
of December 31, 2022: 49.7%), mainly due to an increase of bank borrowings.

Employees and Remuneration Policy

As of December 31, 2023, the Group had a total of 4,765 full-time employees (as of December 31, 2022: 4,196 full-
time employees). During the Reporting Period, employees’ remuneration (including salaries and other forms of employee
benefits) amounted to approximately RMB607.4 million (2022: RMB529.4 million). The average employees’ remuneration
is RMB127.5 thousand per year (including social medical insurance scheme and housing grant scheme borne by the Group).
The remuneration is determined with reference to the salary level in the same industry and the qualifications, experience
and performance of an employee.



Equity Incentive Scheme

In order to fully mobilize the enthusiasm of senior management and core technical personnel of the Group, the Company
drafted the Equity Incentive Scheme for the Year 2018 of Wenzhou Kangning Hospital Co., Ltd. (the “Equity Incentive
Scheme”), which was considered and approved at the annual general meeting of the Company for the year 2017 which has
been convened on June 13, 2018. In order to meet the requirement of ascertained share capital for the Company’s A share
listing application in the future, the Board of the Company considered and approved the resolutions regarding, among
others, further amendments to the Equity Incentive Scheme to cancel the performance assessment requirements and the
Company’s obligation to repurchase the locked Incentive Shares under the Equity Incentive Scheme, at the board meeting
held on June 24, 2021. Unless otherwise specified, capitalized terms used below shall have the same meanings as those
defined in the announcement of the Company dated May 29, 2018, the supplementary circular dated May 30, 2018, the
circular dated May 14, 2021, the announcement dated June 18, 2021 and the announcement dated June 25, 2021.

In respect of the Equity Incentive Scheme, the participants of the first actual grant comprised a total of 165 persons, with
1,818,529 incentive shares granted. The participants of the second phase of the actual grant comprised a total of 23
persons, with 180,516 incentive shares granted. The participants (including connected persons) of the third phase of the
actual grant comprised a total of 13 persons, with 540,229 incentive shares granted. As of the date of this annual report,
a total of 8 participants exited, corresponding to a total of 79,274 incentive shares. The participants of the actual grant
under the Equity Incentive Scheme comprised 193 persons, and all 2,460,000 incentive shares proposed to be granted have
been granted on April 16, 2021. The incentive shares granted accounted for 3.2976% of the total issued share capital of
the Company as of the date of this annual report. The incentive shares were unlocked at one time after 48 months from the
date of the grant, and the grant price was RMB10.47 per Share.



The details of the Equity Incentive Scheme are as follows:

€

€

Purposes

The Equity Incentive Scheme has been formulated to further refine the corporate governance structure of the
Company, establish and optimise the Company’s long-term incentive and restraint mechanism, attract and motivate
professional management talents and core personnel, fully mobilize their enthusiasm and creativity, effectively
enhance core team cohesion and core corporate competitiveness, better mobilize the enthusiasm of employees
of the Group, and effectively integrate Shareholders’ interests, the Company’s interests and interests of the core
team members so that the parties will make joint efforts for the Company’s long-term development and ensure the
realization of the Company’s development strategy and operation objectives. The Equity Incentive Scheme has been
developed on the precondition of fully safeguarding Shareholders’ interests pursuant to the principle of benefits being
in proportion to contributions and in accordance with provisions of the relevant laws, administrative regulations
and regulatory documents including the PRC Company Law and the Articles of Association.

Scope of the Participants
(a) Scope of the Participants

All Participants shall be employed in the Group and have signed labor contracts or employment contracts
with the Group during the appraisal period of the Equity Incentive Scheme.

Participants shall include the Directors, Supervisors, senior management of the Group (including the general
manager), core technical (business) personnel, and other persons who, in the opinion of the Board, shall be
incentivized, and the Board shall determine the Participants and the amount of equity to be granted within 36
months upon consideration and approval of the Equity Incentive Scheme at a general meeting.

(b) List of the Participants under the Equity Incentive Scheme

The specific list and subscribed capital contribution of the Participants shall be selected and assessed by the
Board.



©

Description of equity to be granted under the Equity Incentive Scheme

@

(b)

©

Form of equity to be granted under the Equity Incentive Scheme

The Company will set up the employees’ shareholding platform through the formation of a limited
partnership, and the employees’ shareholding platform will hold the Incentive Shares for and on behalf of
the Participants. When Incentive Shares are granted to the Participants, the Participants shall subscribe for
corresponding interests in the limited partnership and contribute capital at the grant price, and indirectly
become a Shareholder of the Company. The Participants are prohibited from transferring, pledging or
otherwise disposing their respective Incentive Shares during the lock-up period. Incentive Shares to be
granted to the Participants are entitled to the corresponding rights upon registration, including but not
limited to dividend distribution and voting rights. The aforementioned rights are not subject to lock-up
period. Upon the expiry of the lock-up period, unless otherwise agreed, Participants who have fulfilled the
unlocking conditions can dispose the unlocked Incentive Shares by transferring their respective interests in
the Partnership.

Source and category of the Shares subject to the equity to be granted under the Equity Incentive Scheme

The Incentive Shares under the Equity Incentive Scheme comprise the non-tradable and non-listed Domestic
Shares to be issued to the employees’ shareholding platform by the Company.

Amount of equity to be granted under the Equity Incentive Scheme and its percentage of the total share
capital of the Company

Participants are proposed to be granted up to 2,460,000 Shares under the Equity Incentive Scheme,
representing 3.30% of the Company’s total share capital as at the date of this report, and accounting for
4.45% of the total number of non-tradable and non-listed Domestic Shares.



4)

®)

Validity period, locked-up period and unlocking period arrangement of the Equity Incentive Scheme

@

(b)

©

Validity period of the Equity Incentive Scheme

The validity period of the Equity Incentive Scheme shall be 10 years from the date of approval at the annual
general meeting for the year 2017 (i.e. April 26, 2018), unless it is terminated in accordance with the relevant
provisions of the Equity Incentive Scheme. As of the date of this report, the remaining validity period of the
Equity Incentive Scheme is approximately 4 years.

Locked-up period of the Equity Incentive Scheme

The locked-up period of the Incentive Shares granted to the Participants is 48 months, calculated from the
date the Participants are granted the Incentive Shares.

Unlocking period arrangement of the Equity Incentive Scheme

Incentive Shares under the first grant shall be unlocked in one go after 48 months (June 28, 2022) from
the date of the first grant (June 29, 2018); Incentive Shares under the reserved grant shall be unlocked
concurrently with those under the first grant unless the circumstances are exceptional where the amendment
plan shall be made under the Equity Incentive Scheme.

Granting procedures of the Equity Incentive Scheme

®

(i)

(iii)

(iv)

V)

The general partner of the Partnership and the Participants shall sign the Partnership agreement to stipulate
the rights and obligations of both parties.

The Company will issue the “Demand Note” to the Participants on the Grant Date.

The Participants will sign the “Demand Note” and return one of the originals to the Company.

Within the period specified by the Company, the Participants will pay the funds used to subscribe for
Incentive Shares (calculated based on the grant price) to the accounts designated by the Company according
to the requirements of the Company.

The Company will prepare a management register of the Equity Incentive Scheme according to the entering

into of agreements and subscription by the Participants, setting out names of Participants, numbers of Shares
granted, grant date, amount of payment and the sequential number of Partnership agreements, etc.



(6)

Grant Price of the Equity Incentive Shares and basis for determination

@

(b)

©

The Grant Price of the Equity Incentive Shares: the Grant Price of the Incentive Shares under the first grant
shall be RMB10.47 per Share; the Grant Price of the Incentive Shares under the reserved grant shall be
RMB10.47 per Share.

Basis for determination on the Grant Price of the Equity Incentive Shares

Based on the fundamental purpose of promoting the development of the Company and safeguarding the
interests of Shareholders, the Grant Price of RMB10.47 of Equity Incentive Shares under the Incentive
Scheme has been determined in accordance with the principle of “incentives with emphasis and effectiveness
(00000000 O)”and with comprehensive reference to the following factors:

(i) as at the date of the approval of the Equity Incentive Shares by the Board (i.e. May 29, 2018), the
trading price of the Company’s H Shares was approximately HK$40.00 per Share (equivalent to
approximately RMB32.50 per Share); and

(i) the number of Equity Incentive Shares granted this time and the incentive effects.

Grant Price of the Equity Incentive Shares at a discount or premium

The Grant Price of the Incentive Shares under the Equity Incentive Scheme represents approximately 32.22%
of the aforementioned trading price of the Company’s H Shares, that is RMB10.47 per Share.



For the year ended December 31, 2023, the changes in the Incentive Shares granted under the Equity Incentive Scheme are

as follows:
Balance of
Balance of Balance of Vested Incentive Shares
Closing Price  Vesting Incentive Shares Incentive Shares Granted  (Unlocked) ~ Cancelled Lapsed Granted but not
before the  Date Grant Grantedbutnot  Grantedand  duringthe  duringthe  duringthe  duringthe  Vested asat
Dateof ~ Date of Grant (Unlocking Price Vestedasat ~ Vestedasat  Reporting  Reporting ~ Reporting  Reporting  December 31,
Name/Category of Grantee ~ Grant (HKD) Date) (RMB)  January 1,2023  January 1, 2023 Period Period Period Period 2023
Director
Ms. WANG Lianyue June 18, 35.95 June 28, 1047 - 248,328 - - - - -
2021 2022
Suypervisor
Mr. XIE Tigfan Jung 18, 3595 June 28, 1047 - 4716 - - - - -
2021 2022
Others
Mr. XU Yi (spouse of June 18, 35.95 June 28, 1047 - 28,653 - - - - -
Ms. WANG Hongyue) 2021 2022
Ms. WANG Hongyue June 18, 3595 June 28, 10.47 - 95,511 - - - - -
(younger sister of 2021 2022
Ms. WANG Lianyue)
Ms. WANG Biyu (niece of ~ June 18, 3595 June 28, 1047 - 4716 - - - - -
Ms. WANG Lianyueand 2021 2022
Ms. WANG Hongyue)
Ms. XU Qunyan (younger ~ June 18, 35.95 June 28, 1047 - 4776 - - - - -
sister of Mr. XU i) 2021 2022
Mr. GUAN Weilu June 18, 3595 June 28, 1047 - 19,102 - - - - -
(younger brother of 2021 2022
Mr. GUAN Weili)
Mr. SUN Fangjun June 18, 3595 June 28, 1047 - 14,321 - - - - -
2021 2022
Mr. SUN Hongho (nephew  June 18, 3595 June 28, 1047 - 30,563 - - - - -
of Ms. WANG Lianyue 2021 2022
and Ms. WANG
Hongyue)
Ms. ZHANG Linghui June 18, 35,95 June 28, 10.47 - 4,776 - - - - -
(sister-in-law of 2021 2022

Mr. GUAN Weil)



Balance of

Balance of Balance of Vested Incentive Shares

Closing Price  Vesting Incentive Shares Incentive Shares ~ Granted ~ (Unlocked) ~ Cancelled Lapsed Granted but not

before the Date Grant Grantedbutnot ~ Grantedand  duringthe  duringthe  duringthe  duringthe  Vested asat

Dateof  Date of Grant (Unlocking Pricc Vestedasat  Vestedasat  Reporting  Reporting  Reporting ~ Reporting  December 31,

Name/Category of Grantee ~ Grant (HKD) Date) (RMB)  January 1,2023  January 1, 2023 Period Period Period Period 2023

Senior management August 20, 38.80 June 28, 1047 - 133,715 - - - - -
2018 2022

Core technical personnel ~ August 20, 38.80 June 28, 1047 - 1,684,814 - - - - -
2018 2022

August 26, 36.00 June 28, 1047 - 142311 - - - - -
2019 2022

Other employees (total) ~ August 26, 36.00 June 28, 1047 - 38,204 - - - - -
2019 2022

Total - 2,454,632 - - - - -

H Share Award and Trust Scheme

To attract, motivate and retain extensively skilled and experienced “core backbone members of the technicians and
management” to continuously strive for the continuing operation and development of the Company in the future, in
accordance with the requirements of the PRC Company Law and other relevant laws, administrative regulations, regulatory
documents and the Articles of Association, the Company has formulated the H Share Award and Trust Scheme, which was
considered and approved by the first extraordinary shareholders’ general meeting of the Company convened on September
27, 2023. Unless the context otherwise requires, terms used hereinafter shall have the same meanings as those defined in the
circular of the Company dated September 8, 2023 and the announcement of the Company dated September 27, 2023.

Pursuant to the H Share Award and Trust Scheme, a Trust Deed will be entered into between the Company and the Trustee.
Pursuant to the Trust Deed, the Trust will be constituted to service the H Share Award and Trust Scheme whereby the
Trustee shall assist with the administration of the Scheme and shall, subject to the relevant provisions of the Trust Deed and
upon the instruction of the Company, acquire H Shares through on-market transactions and such Shares shall be acquired
by the Trust through the funds transferred by the Company and shall be retained and disposed of by the Trustee at the
Company’s instructions. Such H Shares under the Scheme shall not exceed 5% (being 3,730,015 shares) of the total share
capital of the Company following the date on which the mandate of the Scheme is approved or at the date on which the
approval of updating the limit is obtained. The Awards granted to the Selected Participants shall be held by the Trustee on
trust for the benefit of the Selected Participants, and the Trustee shall, for the purposes of vesting of the Award and upon
the instruction of the Board and/or the Delegatee, release from the Trust the Award Shares to the Selected Participants
or sell the number of Award Shares so vested through on-market transactions at the prevailing market price and pay the
Selected Participants the proceeds arising from such sale in accordance with rules and relevant provisions under the Trust
Deed.



During the Reporting Period, no Award Shares were granted pursuant to the H Share Award and Trust Scheme, therefore,
no Award Shares were cancelled or lapsed during the Reporting Period.

A summary of the H Share Award and Trust Scheme is as follows:

Purposes

a) To attract, motivate and retain extensively skilled and experienced “core backbone members of the technicians and
management” to continuously strive for the continuing operation and development of the Company in the future;

b)  To deepen the reform on the Company’s remuneration system, and to develop and constantly improve the interests
balance mechanism among the Shareholders, the operational and executive management; and

¢)  To recognize the contributions of the management and long-term employees of the Company including the Directors;
to encourage, motivate and retain the management and long-term employees of the Company whose contributions are
beneficial to the continual operation, development and long-term growth of the Company; and to provide additional
incentive for the management and long-term employees of the Company by aligning the interests of employees,

management, Shareholders to that of the Company as a whole.

Participants

a)  Eligible medical staff working in the Company and/or its subsidiaries;
b)  Directors (other than independent non-executive Directors);

C)  Supervisors;

d)  Senior management; and

e)  Key management members of the Company and/or its subsidiaries.



agemen

Scheme limit

The limit under the H Share Award and Trust Scheme is 3,730,015 H Shares, representing 5% of the total issued shares of
the Company as at the Latest Practicable Date.

Maximum entitlement of each Participant

The total number of Award Shares granted to all eligible persons under the H Share Award and Trust Scheme and any
other share plans of the Company (including the Award Shares cancelled under the terms of the H Share Award and Trust
Scheme, but excluding any Award Shares forfeited) shall not exceed 1% of the share capital in issue of the Company from
time to time.

Vesting period

The share award of H Shares granted under the H Share Award and Trust Scheme will be vested in the vesting period as
specified in the Award Letter of each Participant approved by the Board and/or the Delegatee.

Purchase price

The purchase price of all the Award Shares under the H Share Award and Trust Scheme will be determined by the Board
and/or its authorized persons in their sole discretion at the time of granting the relevant Award (and shall be set out in the
Award Letter). The purchase price was determined after taking into account, among other things, the closing price of the
H Shares, the purpose of the H Share Award and Trust Scheme and the characteristics and circumstances of each eligible
person. Save as aforesaid, no other payable on application or acceptance of any Award under the H Share Award and Trust
Scheme and there is no period within which payments or calls must or may be made or loans for such purposes must be
repaid.

Remaining validity period of the Scheme

The H Share Award and Trust Scheme shall be effective from the Adoption Date (i.e. September 27, 2023) with the period
of validity for ten years. As of the Latest Practicable Date, the remaining validity period of the H Share Award and Trust
Scheme is 9 years and 5 months.

Employee Training Program

The Company put great emphasis on the training and development of medical personnel, proactively establish “in-hospital
teaching” base and promote the coordinated development of medical practice, education and research. The Company
formulates annual plans for relevant employee training, ward clinical diagnosis and treatment teaching and annual plan
of various management trainings according to the job requirements of each professional position, and devote to provide
employees with pre-job training (such as stress management and workplace relations and on-the-job professional knowledge
training) to continuously improve their professional quality.




The Board is pleased to present this annual report and the audited consolidated financial statements of the Group for the
year ended December 31, 2023.

Principal Activities

The principal activities of the Group are operating a network of healthcare facilities that primarily focus on providing
psychiatric specialty care and elderly rehabilitation service across various regions in China. Details of the principal activities
of the principal subsidiaries of the Company are set out in “Notes to the Financial Statements — Interests in other entities —
Interest in subsidiaries — Structure of the Group” of this annual report.

Descriptions of the relationship between the Group and its employees, clients and suppliers are set out in “Management
Discussion and Analysis — Employees and Remuneration Policy” and “Report of the Board — Major Customers and
Suppliers’ of this annual report, respectively.

Business Review

The business review on the Group is set out in the “Management Discussion and Analysis” of this annual report. The
future development of the Group and the major risks and uncertainties that the Group may be exposed to are set out in
“Management Discussion and Analysis — Business Outlook” of this annual report.

Financial Highlights and Results

The operating results and summary of assets and liabilities of the Group for the year ended December 31, 2023 are set out
in the “Financial Highlights” of this annual report. The Group’s financial results for the year ended December 31, 2023 are
set out in the consolidated income statement of this annual report.

Investor Relations

Please refer to the section headed “Corporate Governance Report — Communication with Shareholders and Investor
Relations™ of this annual report.

Environmental Policies

The Group is conscious of its environmental protection obligations and actively seeks to implement eco-friendly
technologies and solutions where feasible. With respect to medical waste management, the Group has engaged qualified
third parties to arrange proper disposal for all of its healthcare facilities in accordance with applicable laws and regulations.
Those applicable laws and regulations have no material impact on the business operation of the Group. Details of the
environmental policies of the Company is set out in the Environmental, Social and Governance Report separately published
by the Company in due course, which can be accessed and downloaded at the website of the Company and HKEXnews
website of the Hong Kong Stock Exchange.



Compliance with Relevant Laws and Regulations

The Company continues to review its current systems and procedures, emphasizes and strives to comply with the
PRC Company Law, the Hong Kong Listing Rules, the SFO, applicable Hong Kong Companies Ordinance, and other
relevant laws and regulations which have a significant impact on the Company. The Company endeavors to safeguard its
Shareholders’ interests, enhance corporate governance and strengthen the functions of the Board of Directors.

Laws and regulations that have a significant impact on the operation of the Group include but are not limited to the Mental
Health Law of the PRCIU 0000000 OO0 OO D, the Law of the People’s Republic of China on the Promotion
of Basic Medical and Health Care( U 0O OJ0OO0O00OO0OO0O0O0OOO00OOOOOD, the Management Regulations of
Medical Institutionsl 0 000 0O 00O O 0 and the Rules for the Implementation of Management Regulations of Medical
Institutions OO 00000000 OOD.



Dividend

The Board of Directors has recommended the payment of a Proposed Final Dividend. The Proposed Final Dividend is
intended to be in the form of a cash dividend to be paid to the shareholders in the form of a cash dividend of RMB3 (inclusive
of tax) per 10 shares of the Company based on the number of 74,600,300 shares of the Company in issue as at December
31, 2023, with the total proposed cash dividend amounting to RMB22,380,090 (inclusive of tax), representing 26.0% of
the net profit attributable to shareholders of the parent company as set out in the consolidated statement of accounts for
the Reporting Period (the total amount of interim dividend and Proposed Final Dividend for 2023 is RMB29,840,120,
representing 34.7% of the net profit attributable to shareholders of the parent company as set out in the consolidated
statement of accounts for the Reporting Period). The Proposed Final Dividend will be denominated and declared in RMB,
payable in RMB to holders of Domestic Shares and in HKD to holders of H Shares. The exchange rate for the Proposed
Final Dividend payable in HKD is the average of the benchmark exchange rates of HKD against RMB as announced by the
People’s Bank of China for the five business days prior to the date of declaration of the Proposed Final Dividend (i.e. the
date of the AGM of the Company). The distribution plan of final profit for the year 2023 is subject to the consideration and
approval of the Company at the AGM of the Company.

Subject to the approval of the Proposed Final Dividend by the Shareholders at the forthcoming AGM, the expected payment
date of the Proposed Final Dividend shall be no later than June 28, 2024. The Company will, in due course, announce the
date of the AGM of the Company, the time of the closure of the register of members of the H Shares for the purpose of
determining the list of Shareholders entitled to attend and vote at the AGM of the Company and to qualify for the Proposed
Final Dividend.

For the year ended December 31, 2023, none of the Shareholders has waived or agreed to waive any dividends.

Tax Reduction or Exemption

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China and its implementing regulations, which came
into effect on January 1, 2008, the Company is required to withhold and pay on behalf of the shareholders of non-resident
enterprises whose names appear on the register of members of the Company’s H-shareholders the enterprise income tax at
a rate of 10% on the distribution of cash dividends. Any H Shares registered in the name of non-individual shareholders
(including in the name of HKSCC Nominees Limited, other nominees, agents or trustees or other orgams



If the individual holders of H Shares are Hong Kong or Macau residents or residents of the countries which had an agreed
tax rate of 10% for the cash dividends to them with the PRC under the relevant tax agreement, the Company should
withhold and pay individual income tax on behalf of the relevant Shareholders at a rate of 10%. Should the individual
holders of H Shares be residents of the countries which had an agreed tax rate of less than 10% with the PRC under the
relevant tax agreement, the Company shall withhold and pay individual income tax on behalf of the relevant Shareholders
at a rate of 10%. In this case, if the relevant individual holders of H Shares wish to reclaim the extra amount withheld due
to the application of 10% tax rate, the Company can apply for the relevant agreed preferential tax treatment provided that
the relevant Shareholders submit the evidence required by the notice of the tax agreement to Computershare Hong Kong
Investor Services Limited. The Company will assist with the tax refund after the approval of the competent tax authority.
Should the individual holders of H Shares be residents of the countries which had an agreed tax rate of over 10% but less
than 20% with the PRC under the tax agreement, the Company shall withhold and pay the individual income tax at the
agreed actual rate in accordance with the relevant tax agreement. In the case that the individual holders of H Shares are
residents of the countries which had an agreed tax rate of 20% with the PRC under the tax agreement, or which has not
entered into any tax agreement with the PRC, or otherwise, the Company shall withhold and pay the individual income tax
at a rate of 20%.

Share Capital

Details of the movements in the share capital of the Company during the Reporting Period are set out in “Note V to the
Financial Statements — note (XXXIII) to the consolidated financial statements” of this annual report.

Reserves

Details of movements in the reserves of the Group during the Reporting Period are set out in the “Consolidated Statement
of Changes in Owners’ Equity and Note V to the Financial Statements — notes (XXXIV), (XXXVI) and (XXXVII) to the
consolidated financial statements™ of this annual report.

Distributable Reserves

As of December 31, 2023, the distributable reserves of the Group were RMB312.0 million.

Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the Group during the Reporting Period are set out in “Note
V to the Financial Statements — note (XI) to the consolidated financial statements” of this annual report.



Major Customers and Suppliers

For the year ended December 31, 2023, the Group’s largest customer and five largest customers aggregately contributed to
0.8% and 2.7%, respectively, of the Group’s total revenue. For the year ended December 31, 2023, the Group’s five largest
customers contributed to less than 30% of the Group’s total revenue for the year. The major customers of the Group are
the patients of our owned hospitals. Due to the uniqueness of the business and high liquidity of patients of medical business,
our Company has no reliance on large customers.

For the year ended December 31, 2023, the total purchase of the Group’s largest supplier and five largest suppliers
aggregately accounted for 8.8% and 26.8%, respectively, of the Group’s total purchases of pharmaceutical products,
medical consumables and construction and renovation services.

None of the Directors, the Supervisors or any of their respective close associates (as defined under the Hong Kong Listing
Rules), or any Shareholders, which to the knowledge of the Directors, owning more than 5% of the Company’s issued share
capital has any interests in the Group’s five largest customers or suppliers for the year ended December 31, 2023.

Securities Issuance

During the Reporting Period, the Group did not issue any securities.

Debentures in Issue

For the year ended December 31, 2023, the Group did not issue any debentures.

Equity-linked Agreements

For the year ended December 31, 2023, no equity-linked agreements were entered into by the Group, or existed.

Donations

For the year ended December 31, 2023, the charitable contributions and other donations made by the Group amounted to
approximately RMB4.5 million in aggregate.

Subsidiaries

Details of the Company’s principal subsidiaries as of December 31, 2023 are set out in “Notes to the Financial Statements —
Interests in other entities — Interest in subsidiaries — Structure of the Group” of this annual report.



Directors

The Directors during the Reporting Period and as of the date of this annual report are:

Executive Directors

Mr. GUAN Weili (Chairman)
Ms. WANG Lianyue
Mr. WANG lJian (appointed on June 9, 2023)

Non-executive Directors

Mr. QIN Hao
Mr. LI Changhao

Independent Non-executive Directors

Ms. ZHONG Wentang

Ms. JIN Ling (appointed on June 9, 2023)

Mr. CHAN Sai Keung Hugo (appointed on June 9, 2023)
Mr. ZHAO Xudong (resigned on March 10, 2023)

Mr. LIU Ning (resigned on June 9, 2023)

Supervisors

The Supervisors during the Reporting Period and as of the date of this annual report are:

Mr. XU Ning (Chairman)

Mr. XU Yongjiu

Mr. XIE Tiefan

Mr. QIAN Chengliang

Ms. Zhang Yue (appointed on June 9, 2023)



Business Review and Analysis of Key Indicators of Financial Performance

For business review and analysis of key indicators of financial performance of the Group for the year ended December 31,
2023, please refer to the sections of “Financial Highlights” and “Management Discussion and Analysis” in this annual
report.

Directors’ and Supervisors’ Interests in Transaction, Arrangement or Contracts of
Significance

Save as disclosed in “Report of the Board — Connected Transaction” and “Notes to the Financial Statements — Related
parties and related party transactions” of this annual report, no transaction, arrangement or contracts of significance
to which the Company or any of its holding companies, subsidiaries or fellow subsidiaries, was a party and in which a
Director or a Supervisor, or any entity connected with any Director or Supervisor, had a material interest, whether directly
or indirectly, subsisted as of December 31, 2023 or at any time during the Reporting Period.

Controlling Shareholders’ Interests in Contracts of Significance

Save as disclosed in “Report of the Board — Connected Transaction” and “Notes to the Financial Statements — Related
parties and related party transactions” of this annual report, neither of the Controlling Shareholders or any of their
subsidiaries has or had a material interest, either directly or indirectly, in any contract of significance, whether for the
provision of services or otherwise, to the business of the Group to which the Company or any of its subsidiaries was a party
during the Reporting Period.

Management Contracts

During the Reporting Period, the Company did not enter into any management contracts with respect to the entire business
or the core business of the Company.



Non-competition Agreement

Pursuant to the Non-competition Agreement, each of the Controlling Shareholders has agreed not to, and to procure
that his/her respective close associate(s) (as appropriate) (other than the Group) not to, either directly or indirectly,
compete with the Group’s principal business (which is primarily to provide psychiatric care services and elderly healthcare
services through hospitals) and granted to the Group the option for new business opportunities, option for acquisitions
and pre-emptive rights. During the period from the date of the Non-competition Agreement to December 31, 2023, the
Company did not receive any Offer Notice (as defined under the section headed “Relationship with our Controlling
Shareholders™ in the Prospectus) from the Controlling Shareholders.

The Company has received confirmations from the Controlling Shareholders confirming their compliance with the
Non-competition Agreement for the year ended December 31, 2023 for disclosure in this annual report. The independent
non-executive Directors have also reviewed the Controlling Shareholders’ compliance with the Non-competition Agreement
for the year ended December 31, 2023.

Directors’ and Chief Executives’ Emoluments and Five Highest Paid Individuals

Particulars of the Directors’ and chief executives’ emoluments and five highest paid individuals for the year ended December
31, 2023 are set out in “Notes to the Financial Statements — Related parties and related party transactions” of this annual
report. The remuneration policy of the Company is set out in the section headed “Corporate Governance Report” of this
annual report.

No Director has waived or has agreed to waive any emoluments during the Reporting Period.

Directors’ Interests in Competing Business

During the Reporting Period, none of the Directors or their respective associates (as defined under the Hong Kong Listing
Rules) had engaged in or had any interest in any business which competes or may compete, either directly or indirectly, with
the business of the Group.



Directors’, Supervisors’ and Chief Executives’ Interests in Securities

As at December 31, 2023, the interests and short positions of the Directors, the Supervisors and the chief executives of the

Company in the Shares, underlying Shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to the Company and the Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/she is taken or
deemed to have under such provisions of the SFO), or which were required to be recorded in the register maintained by the
Company under section 352 of the SFO, or which were required to be notified to the Company and the Hong Kong Stock
Exchange pursuant to the Model Code were as follows:

Approximate

Approximate  Percentage of

Percentage in  the Company’s

Number ~ Total Number ~ Shares of the Total Issued

Name of Directors Class of Shares Nature of Interest of Shares of Shares  Same Class"!  Share Capital®

Mr. GUAN Weili® Domestic Shares Beneficial owner 18,350,250 (L)  22,044,750(L) 39.89% 29.55%
Interest of spouse 3,694,500 (L)

Ms. WANG Lianyue®  Domestic Shares Beneficial owner 3,694,500 (L)  22,044,750(L) 39.89% 29.55%
Interest of spouse 18,350,250 (L)

Mr. WANG Jian H Shares Beneficial owner 40,000 (L) 40,000(L) 0.20% 0.05%

Domestic Shares Beneficial owner 100,000 (L) 100,000(L) 0.18% 0.13%

Mr. XU Yongjiu® Domestic Shares Interest in a controlled corporation 4,540,000 (L) 4,540,000(L) 8.22% 6.09%

Notes:

(L):  Long position

(1)  The shareholding percentages are calculated on the basis of 55,260,000 Domestic Shares and 19,340,300 H Shares (an aggregate of
74,600,300 Shares) issued by the Company as at December 31, 2023.

(2)  Mr. GUAN Weili is the spouse of Ms. WANG Lianyue and therefore, Mr. GUAN Weili is deemed to be interested in the Domestic Shares
held by Ms. WANG Lianyue, and Ms. WANG Lianyue is deemed to be interested in the Domestic Shares held by Mr. GUAN Weili by virtue
of Part XV of the SFO.

(3)  Mr. XU Yongjiu holds 50% equity interest in Shanghai Jinxi Enterprise Management Center (Limited Partnership) (CO0O0O0OO0O0OO0O
(0 00 0)) and Shanghai Jinxi Enterprise Management Center (Limited Partnership) (0 000000000 (0 00O O)) is a general partner
of Wenzhou Jinning Equity Investment Partnership (Limited Partnership). Therefore, by virtue of Part XV of the SFO, Mr. XU Yongjiu is
deemed to be interested in all the Domestic Shares held by the above partnerships in the Company.



Save as disclosed above, as at December 31, 2023, to the knowledge of the Board, none of the Directors, the Supervisors or
chief executives of the Company had any interests or short positions in the Shares, underlying Shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were required to be: (i)
notified to the Company and the Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors, the Supervisors and the chief executives of the Company were taken or
deemed to have under such provisions of the SFO); (ii) or recorded in the register kept by the Company pursuant to Section
352 of the SFO; or (iii) notified to the Company and the Hong Kong Stock Exchange pursuant to the Model Code.

Interests of Substantial Shareholders

As at December 31, 2023, according to the register kept by the Company pursuant to Section 336 of the SFO and so far
as is known to, or can be ascertained after reasonable enquiry by the Directors, the following persons/entities (other than
the Directors, the Supervisors or chief executives of the Company) had an interest or short position which would fall to be
disclosed to the Company and the Hong Kong Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO, or be
directly or indirectly interested in 5% or more of the nominal value of any class of share capital carrying rights to vote on
all circumstances at general meetings of the Company:

Approximate

Approximate  Percentage of

Percentagein  the Company’s

Number of Shares of the Total Issued

Name Class of Shares  Nature of Interest Shares Same Class"  Share Capital")

Central Enterprises Rural Industry Domestic Shares ~ Beneficial owner 7,466,666 (L) 13.51% 10.00%
Investment Fund Co., Ltd.
(0OOODOODOODDOODOooD)

Shanghai Jinxi Enterprise Management Domestic Shares  Interest in a controlled corporation 4,540,000 (L) 8.22% 6.09%
Center (Limited Partnership)
(00000DD0DO@ODD)®
FAN Yin®@ Domestic Shares  Interest in a controlled corporation 4,540,000 (L) 8.22% 6.09%
SUN Jian®@ Domestic Shares  Interest in a controlled corporation 4,540,000 (L) 8.22% 6.09%
Shanghai Jinpu Jianfu Equity Domestic Shares  Interest in a controlled corporation 4,540,000 (L) 8.22% 6.09%
Investment Management Co., Ltd.
(bOooOooOOoOOOOOOOOD)@
Wenzhou Jinning Equity Investment Domestic Shares ~ Beneficial owner 4,540,000 (L) 8.22% 6.09%
Partnership (Limited Partnership)
(CoOOoDOOoDOODO(@ooOY)
XU Yi® Domestic Shares  Interest of spouse 5,785,350 (L) 10.47% 7.76%
Shanghai Tanying Investment L.P. Domestic Shares  Beneficial owner 4,519,003 (L) 8.18% 6.06%

(000D00O00000(@ooo))




Approximate

Approximate  Percentage of
Percentagein  the Company’s
Number of Shares of the Total Issued
Name Class of Shares Nature of Interest Shares Same Class”  Share Capital”
Shanghai Lejin Investment L.P. Domestic Shares  Interest in a controlled corporation 4,519,003 (L) 8.18% 6.06%
(0000O0000DO@ODDO)®
LIN Lijun Domestic Shares  Interest in a controlled corporation 6,506,309 (L) 11.77% 8.72%
Shanghai Loyal Valley Investment Domestic Shares  Interest in a controlled corporation 6,506,309 (L) 11.77% 8.72%
Management Co., Limited
(00DODODODOOODOD)
(formally know as Shanghai Shengge
Investment Management Co., Ltd)®
Wind Information Co., Ltd. Domestic Shares  Interest in a controlled corporation 3,333,000 (L) 6.03% 4.41%
(00000DO000000)
Shanghai Hehuayuan Enterprise Domestic Shares  Interest in a controlled corporation 3,333,000 (L) 6.03% 4.47%
Management Center (Limited Partnership)
(00000000000 (@OOn))
Wind Impact Equity Investment (Jiaxing) Domestic Shares  Beneficial owner 3,333,000 (L) 6.03% 4.47%
Partnership (Limited Partnership)
(00000DO000(@O)
0ooo@ooo))
(“Wind Investment™)
CITIC Securities Investment Limited Domestic Shares  Beneficial owner 2,780,000 (L) 5.03% 3.73%
(000D00000D0)
CITIC Securities Company Limited® Domestic Shares  Interest in a controlled corporation 2,780,000 (L) 5.03% 3.73%
OrbiMed Advisors LLC H Shares Investment manager 1,454,000 (L) 7.52% 1.95%
OrbiMed Capital LLC H Shares Investment manager 2,150,900 (L) 11.12% 2.88%
OrbiMed Partners Master Fund Limited H Shares Beneficial owner 1,279,900 (L) 6.62% 1.72%
OrbiMed Partners II, L.P. H Shares Beneficial owner 1,052,000 (L) 5.44% 1.41%
UBS Group AG H Shares Interest in a controlled corporation 1,029,400 (L) 5.32% 1.38%
ZOUHaili (0 0OO) H Shares Beneficial owner 1,680,000 (L) 8.69% 2.25%
WANG Hongyue® Domestic Shares  Beneficial owner 3,984,350 (L) 10.46% 7.76%
Interest in a controlled corporation 1,801,000 (L)
H Shares Beneficial owner 309,000 (L) 1.60% 0.41%







Directors’ and Supervisors’ Rights to Acquire Shares or Debt Securities

Save as the Equity Incentive Scheme, at no time during the Reporting Period was the Company or any of its subsidiaries
a party to any arrangement to enable the Directors, the Supervisors, or chief executives of the Company (including their
spouses or children under 18 years of age) to acquire benefits by means of acquisition of Shares in, or debentures of, the
Company or any other body corporate.

Connected Transaction

The Board confirms that, none of the related party transactions set out in “Notes to the Financial Statements — Related
parties and related party transactions” of this annual report constituted connected transactions or continuing connected
transactions under Chapter 14A of the Hong Kong Listing Rules. All of the connected transactions or continuing connected
transactions of the Company under Chapter 14A of the Hong Kong Listing Rules are in compliance with the relevant
disclosure requirements under Chapter 14A of the Hong Kong Listing Rules.

Purchase, Sale or Redemption of Listed Securities

During the Reporting Period, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Articles or the PRC Company Law which oblige the Company to
offer new Shares on a pro rata basis to existing Shareholders.

Bank Borrowings

Details of the bank borrowings of the Group as of December 31, 2023 are set out in “Note V to the Financial Statements —
notes (XX)O (XXVIII) and (XXIX) to the consolidated financial statements” of this annual report.

Asset Pledge

Details of the asset pledge of the Group as of December 31, 2023 are set out in “Note V(XIX) to the Financial Statements —
Assets with restricted ownership or right-of-use” of this annual report.

Corporate Governance

The Board is of opinion that, unless otherwise disclosed in this report, the Company has complied with all code provisions
and the recommended best practices under the CG Code throughout the Reporting Period and as of the Latest Practicable
Date. Principal corporate governance practices adopted by the Company are set out in the section headed “Corporate
Governance Report™ of this annual report.



Sufficiency of Public Float

Based on the information that is publicly available to the Company and within the knowledge of the Directors at the Latest
Practicable Date, the Company had maintained the minimum public float of the issued Shares as required under the Hong
Kong Listing Rules.

Closure of the Register of Members

For determining the entitlement to attend and vote at the AGM

The register of members of the Company will be closed from Monday, May 27, 2024 to Thursday, May 30, 2024,
both days inclusive, during which period no transfer of the Shares will be effected. In order to determine the identity of
Shareholders who are entitled to attend and vote at the AGM, all Share transfer documents accompanied by the relevant
Share certificates must be lodged with the Company’s H Share Registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not later than
4:30 p.m. on Friday, May 24, 2024.

Important Events after the Reporting Period

The important events after the Reporting Period are set out in “Notes XIV to the Financial Statements — Events after the
balance sheet date” of this annual report.

Audit Committee

The Audit Committee of the Board of Directors of the Company has reviewed the Company’s and the Group’s 2023 annual
results, and the audited consolidated financial statements for 2023 prepared in accordance with the China Accounting
Standards for Business Enterprises.

Auditor

The financial statements for the year have been audited by BDO China Shu Lun Pan Certified Public Accountants LLP
(“BDO™).



References are made to the announcements of the Company dated January 30, 2022 and December 16, 2022 and the
circular dated November 18, 2022.

As PricewaterhouseCoopers Zhong Tian LLP (“PwC’) noted significant cash flows issues during the relevant review
procedures performed in accordance with the requirements of the China Securities Regulatory Commission and did not
obtain adequate and reasonable explanations and evidence regarding their concerns about the above issues, PwC considered
that it was unable to determine the scope of subsequent audit work to be performed and to reasonably estimate the time
required to complete the audit work for 2021. Accordingly, PwC has resigned as the auditor of the Company with effect
from January 30, 2022.

With the recommendation of the Audit Committee, BDO was appointed as the auditor of the Company with effect from
January 30, 2022 to fill the casual vacancy following the resignation of PwC and to hold office until the conclusion of the
annual general meeting for the year 2021 of the Company.

As approved by the Audit Committee of the Board and the annual general meeting for the year 2021 of the Company held
on December 16, 2022, BDO was appointed as the auditor for the 2022 annual auditing of H Shares of the Company
and the 2022 legal auditing of the Company, to review the 2022 interim financial report of the Company prepared in
accordance with PRC Accounting Standards, to audit the annual financial statements for 2022 to be prepared by the
Company under PRC Accounting Standards for Business Enterprises, to conduct special review on the Company’s matters
before 2022 and necessary communication with the Company’s former auditors in accordance with the relevant provisions
of PRC Auditing Standards, and to perform other duties as required under the Hong Kong Listing Rules from the date
of the annual general meeting for the year 2021 to the conclusion of the annual general meeting for the year 2022 of the
Company in accordance with the PRC Company Law, the Hong Kong Listing Rules and other relevant provisions of laws,
regulations and the Articles.

Save as disclosed above, the Company has not changed its auditor in the past three years.

For and on behalf of the Board
GUAN Weili
Chairman

Zhejiang, the PRC
April 12, 2024



To the Shareholders:

In 2023, the Supervisory Committee, in strict accordance with the PRC Company Law, the Articles, the rules of procedure
of the Supervisory Committee and other relevant provisions, diligently and responsibly performed various duties and
obligations, and exercised their supervisory duties according to law. The Supervisory Committee effectively supervised the
standardization and effectiveness of corporate governance, the rationality and legitimacy of major decisions and important
operational activities of the Company, and the strategic and forward-looking decision-making of the Directors and senior
management personnel of the Company, thereby effectively safeguarding the legitimate rights and interests of the Company
and all Shareholders.

During the Reporting Period, the Supervisory Committee prudently reviewed the Company’s operation and development
plans, effectively monitored the Company’s financial activities and supervised the Company’s management in formulating
major policies and decisions, and provided reasonable suggestions and advice to the Board, to prevent any act that is
prejudicial to the interests of the Company and its shareholders.

The Supervisory Committee considers that the decision-making matters and processes of the Company during the year were
legal and effective, Directors and the senior management of the Company strictly complied with the laws and regulation
and the Articles, conscientiously implemented the resolutions of the general meetings and the Board meetings, the internal
control system of the Company has been improved, and the risk prevention and control capability of the Company has been
gradually enhanced.

In 2024, the Supervisory Committee will continue to strengthen its supervision of the Company to ensure that the
Company’s operations are compliance with laws and regulations. At the same time, the Supervisory Committee will
further enhance the professional ability, to facilitate better performance of its duties, thereby exerting the independence,
professionalism and effectiveness of the supervision of the Supervisory Committee and improving the level of corporate
governance.

For and on behalf of the Supervisory Committee
XU Ning
Chairman

Zhejiang, the PRC
April 12, 2024



Corporate Culture

Driven by the dual segments of psychiatric specialty and elderly healthcare services, the Group has established a treatment
service network “based in Wenzhou, intensively cultivated in Zhejiang and radiated across the nationwide” by adopting
a model of chain operation that integrates online and offline, striving to become a practitioner of “Health China”
undertakings.

Value
Respecting Life and Serving Humbly

We advocate the equality and preciousness of life, and we respect the uniqueness and sanctity of life, which are taken as our
supreme value. Reverence is a kind of respect deeply rooted in the heart, and an inner respect for life. Humility is a kind of
love, which is externalized in the conscious act of protecting life.

Vision
Professional guardian of psychiatric health

We are determined to become an excellent leader in the sector of psychiatric health who whole-heartedly protect people’s
psychiatric health and escort the development of a harmonious society with professional knowledge and skills.

Mission

Providing dignified healthcare services for people with mental disorders

Providing dignified healthcare services for people with mental disorders is not only what we are living for, but also our
responsibility and obligation. We will adhere to be a patient-centered organization, and provide high-quality healthcare

services that demonstrate personal dignity, professional quality and humanization, so that every patient can feel respect and
love.



The Board

Board Composition

As at the Latest Practicable Date, the Board comprises eight Directors, including three executive Directors, two non-
executive Directors and three independent non-executive Directors. The biographical details of the Directors are set out in
the section headed “Directors, Supervisors and Senior Management” of this annual report. The Board is responsible for the
overall management and supervision of the Company’s operation as well as the formulation of overall business strategies.
The term of office of the fourth session of the Board is three years. The term of office for these executive Directors, non-
executive Directors and independent non-executive Directors took effect from June 9, 2023 until the expiration of the term
of office of the fourth session of the Board, and they shall be eligible for re-election upon expiry of the term.

As at the Latest Practicable Date, the Board had met the requirements of Rules 3.10 and 3.10A of the Hong Kong Listing
Rules, which require the Company to appoint at least three independent non-executive Directors with at least one of them
possessing appropriate professional qualifications or the expertise in accounting or relevant financial management and
require the number of independent non-executive Directors to represent at least one-third members of the Board.

The Company has received annual confirmation of independence from each independent non-executive Director pursuant
to the requirements under the Hong Kong Listing Rules. All the independent non-executive Directors have confirmed their
independence in accordance with the independence guidelines as set out in Rule 3.13 of the Hong Kong Listing Rules and
the Company considers that each independent non-executive Director to be independent.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and professional skills to the Board, fulfilling the Board’s function in an efficient and effective
manner. Independent non-executive Directors are invited to serve on the Audit Committee, the Nomination Committee, the
Remuneration Committee and the Strategy and Risk Management Committee.

The CG Code requires the Directors to disclose to the Company the number and nature of offices held in public companies
or organizations and other significant commitments as well as their capacities and the time involved. The Directors have
agreed to disclose to the Company their other commitments in a timely manner.

The Company recognises that independence of the Board is a key element of good corporate governance. The Company
has established effective mechanisms, including but not limited to entitling the Directors and Committee members to seek
independent professional advice on matters relating to the Company where appropriate at the Company’s expense, to
ensure independent views and input are available to the Board. These mechanisms in place are subject to annual review by
the Board that underpins a strong independent Board.



Role and Function of and Delegation by the Board

The Board is responsible for the general power management and the business operation of the Company. It delegates
day-to-day operations of the Company to the executive Directors and the senior management within the control and the
authority framework set by the Board. The delegated functions and responsibilities are periodically reviewed by the Board.

The Board is in charge of the decision-making in all major matters of the Company, including the approval and monitoring
of all policy matters, overall strategies and budgets, internal control and risk management systems, material transactions (in
particular those that may involve conflict of interests), financial information, recommendation for appointment of Directors
and other significant financial and operational matters. For details, please refer to the Articles.

In addition, the Board also delegates the Audit Committee, the Nomination Committee, the Remuneration Committee and
the Strategy and Risk Management Committee of the Company various responsibilities as set out in their respective terms
of reference. Further details of these committees are set out in this annual report.

All Directors shall ensure that they perform duties in good faith, in compliance with applicable laws and regulations, and
act in the interest of the Company and its Shareholders at all times.

The Company has arranged appropriate liability insurance to indemnify its Directors in respect of legal actions against
them.

Chairman and Chief Executives

During the Reporting Period, Mr. GUAN Weili is an executive Director and the chairman of the Board, Ms. WANG
Lianyue is an executive Director and the general manager of the Company.

Relationship between Directors and Chief Executives

As of the Latest Practicable Date, Mr. GUAN Weili is the spouse of Ms. WANG Lianyue. Save as disclosed above, there are
no financial, business, familial or other material relationships among other members of the Board.

Role and Function of the Senior Management

The senior management is the execution body of the Company and is accountable to the Board. As of the Latest Practicable
Date, the senior management of the Company comprises seven members. Details of the composition and biographies of
the senior management are set out in “Directors, Supervisors and Senior Management” of this annual report. There is
a strict separation of powers mechanism between the Board and the senior management. The senior management is in
charge of operation management and the licy matters, oviltio tarhe appoharehe t]TJOerence. Furtscloity frazthe Board.
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Changes of Directors, Supervisors and Chief Executives

On March 10, 2023, due to his retirement and personal health reasons, Mr. ZHAO Xudong ceased to act as an independent
non-executive Director of the Company, the chairman of the Remuneration Committee and a member of the Nomination
Committee.

At the annual general meeting for the year 2022 of the Company on June 9, 2023, Mr. GUAN Weili and Ms. WANG
Lianyue were re-elected as executive Directors of the fourth session of the Board and Mr. WANG Jian was appointed as an
executive Director of the fourth session of the Board; Mr. QIN Hao and Mr. LI Changhao were re-elected as non-executive
Directors of the fourth session of the Board; Ms. ZHONG Wentang was re-elected as an independent non-executive
Director of the fourth session of the Board, and Ms. JIN Ling and Mr. CHAN Sai Keung Hugo were elected as independent
non-executive Directors of the fourth session of the Board. The terms of office of the aforesaid executive Directors, non-
executive Directors and independent non-executive Directors took effect from June 9, 2023.

From June 9, 2023, due to the expiration of his term of office, Mr. LIU Ning retired as an independent non-executive
Director of the Company, chairman of the Nomination Committee and members of the Audit Committee and the
Remuneration Committee.

At the annual general meeting for the year 2022 of the Company on June 9, 2023, Mr. QIAN Chengliang was re-elected
as an independent Supervisor of the fourth session of the Supervisory Committee, Mr. XU Yongjiu was re-elected as a
Supervisor representing the Shareholders of the fourth session of the Supervisory Committee and Ms. ZHANG Yue was
appointed as a Supervisor representing the Shareholders of the fourth session of the Supervisory Committee. The fourth
session of the Supervisory Committee also includes Mr. XU Ning and Mr. XIE Tiefan, the two employee representative
Supervisors who were re-elected at the employee representative meeting held on June 9, 2023 in the Company. The terms
of office of the aforesaid Shareholders’ representative Supervisors, independent Supervisor and employee representative
Supervisors took effect from June 9, 2023.

Save as disclosed above, as at the Latest Practicable Date, there had not been changes in Directors, Supervisors or chief
executives of the Company.






Corporate Governance Repor

Corporate Governance

The Company recognizes the value and importance of improving standard of corporate governance and is committed to
such objective. The Company has applied the principles as set out in the CG Code as its own code of corporate governance.
The Directors are of the opinion that, save as disclosed in this report, the Company had complied with all the code
provisions set out in the CG Code during the Reporting Period and up to the date of this annual report. The Company will
continue to review and enhance its corporate governance practice to ensure compliance with the CG Code.

From March 10, 2023, Mr. ZHAO Xudong has no longer served as an independent non-executive Director of the Company
and ceased to act as the chairman of the Remuneration Committee, and a member of the Nomination Committee of the
Board due to retirement and personal health reasons. Following the resignation of Mr. ZHAO Xudong, the number and
composition of the independent non-executive Directors of the Company did not meet the following requirements of the
Hong Kong Listing Rules that: (i) the Board shall include at least three independent non-executive directors under Rule 3.10
of the Hong Kong Listing Rules; (ii) the remuneration committee shall be chaired by an independent non-executive director
under Rule 3.25 of the Hong Kong Listing Rules; and (iii) the members of the nomination committee shall comprise a
majority of independent non-executive directors under Rule 3.27A of the Hong Kong Listing Rules. On March 10, 2023,
the Board considered and approved the nomination of Ms. JIN Ling as a candidate for an independent non-executive
Director of the Company, and the chairman of the Remuneration Committee and a member of the Nomination Committee
of the Board. The proposed election of Ms. Jin as an independent non-executive Director was approved by the Shareholders
at the annual general meeting for the year 2022 of the Company on June 9, 2023. Since then, the Company has complied
with the relevant requirements of Rule 3.10, Rule 3.25 and Rule 3.27A of the Hong Kong Listing Rules. For details, please
refer to the announcements of the Company dated March 10, 2023 and June 9, 2023.

Service Contracts of the Directors and Supervisors

Each of the Directors (including non-executive Directors) and Supervisors has entered into a service contract with our
Company for a term of which is three years.

The service contracts may be renewed in accordance with the Articles and applicable laws, rules and regulations. None of
the Directors or the Supervisors has entered or has proposed to enter into any service contracts with the Company which is
not terminable by the Company within one year without payment of compensation, other than statutory compensation.

Accounting Standards

The Company has been applying the China Accounting Standards for Business Enterprises since the financial year of 2017,
and has complied with the disclosure requirements in the Companies Ordinance (Chapter 622 of the laws of Hong Kong) (the
“Companies Ordinance”).

Accounting Policies

Accounting Policies

The financial statements are prepared in accordance with the Accounting Standard for Business Enterprises — Basic
Standard, and the specific accounting standards and the relevant regulations issued by the Ministry of Finance on
February 15, 2006 and in subsequent periods (hereafter collectively referred to as “the Accounting Standards for Business
Enterprises™).

The financial statements are prepared on a going concern basis. The new Hong Kong Companies Ordinance became
effective in March 3, 2014. Certain related matters in the financial statements have been disclosed according to requirements
of the Hong Kong Companies Ordinance.




Changes of Significant Accounting Policies

The changes of significant accounting policies are set out in “Note Il (XXXI) to the Financial Statements — Changes in
significant accounting policies” of this annual report.

Attendance at Board Meetings and General Meetings

The Company has adopted the practice of holding Board meetings for at least four times a year at approximately quarterly
intervals pursuant to provision C.5.1 of the CG Code. Notices of all regular Board meetings are given not less than fourteen
days prior to the meetings to provide all Directors with an opportunity to attend pursuant to provision C.5.3 of the CG
Code and relevant matters are included in the agenda of such meeting.

During the Reporting Period, the Company held 16 Board meetings and the attendance of the Directors at the Board
meetings was as follows:

Number of
Board meetings

Name of Directors convened/attended

Executive Directors

Mr. GUAN Weili (Chairman) 16/16
Ms. WANG Lianyue 16/16
Mr. WANG lJian (appointed on June 9, 2023) 717

Non-executive Directors
Mr. QIN Hao 16/16
Mr. LI Changhao 16/16

Independent non-executive Directors

Ms. ZHONG Wentang 16/16
Ms. JIN Ling (appointed on June 9, 2023) 717
Mr. CHAN Sai Keung Hugo (appointed on June 9, 2023) 717
Mr. ZHAO Xudong (resigned on March 10, 2023) 4/4
Mr. LIU Ning (resigned on June 9, 2023) 9/9

All Directors are provided with the agenda and relevant information in advance before the meeting. They have access to the
senior management members and the joint company secretaries of the Company at all time and, upon reasonable request,
can seek independent professional advice at the Company’s expense.

Minutes of the meetings are kept by the secretary to the Board with copies circulated to all Directors for reference and
record. Minutes of the Board meetings and committee meetings sufficiently record the details of the matters considered by
the Board and the committees and the decisions reached, including any concerns raised by the Directors. Draft minutes of
each Board meeting and committee meeting are sent to the Directors for comments within a reasonable time after the date
when a meeting is held. The minutes of the Board meetings are open to inspection by Directors.



During the Reporting Period, two general meetings were held and the attendance of the Directors at the general meeting
was as follows:

Number of
general meetings

Name of Directors convened/attended

Executive Directors

Mr. GUAN Weili (Chairman) 2/2
Ms. WANG Lianyue 2/2
Mr. WANG Jian (appointed on June 9, 2023) 1/1

Non-executive Directors
Mr. QIN Hao 2/1
Mr. LI Changhao 2/2

Independent non-executive Directors

Ms. ZHONG Wentang 2/2
Ms. JIN Ling (appointed on June 9, 2023) 1/1
Mr. CHAN Sai Keung Hugo (appointed on June 9, 2023) 1/1
Mr. ZHAO Xudong (resigned on March 10, 2023) 0/0

Mr. LIU Ning (resigned on June 9, 2023) 1/0




Board Committees

The Board has established four committees, namely the Audit Committee, the Nomination Committee, the Remuneration
Committee and the Strategy and Risk Management Committee, to handle particular affairs of the Board and the Company.
All Board committees of the Company are established with defined written terms of reference which have been uploaded
to the website of the Hong Kong Stock Exchange and that of the Company, and are provided with sufficient resources to
discharge their duties.

Audit Committee

The Company established the Audit Committee in compliance with Rule 3.21 and Rule 3.22 of the Hong Kong Listing
Rules, and its written terms of reference complies with the CG Code and the duties and functions delegated to the Audit
Committee by the Board. The primary responsibilities of the Audit Committee are reviewing and supervising the Company’s
financial reporting procedures, including proposing to appoint or change the external auditor; supervising the Company’s
internal control system and its implementation; the communication between the internal auditor and external auditor;
auditing financial information and its disclosure; reviewing the Company’s internal control system and auditing significant
connected transactions; nominating the heads of the internal audit department; and dealing with other matters authorized
by the Board.

As of the date of this report, the Audit Committee consists of two independent non-executive Directors, Ms. ZHONG
Wentang (chairman of the Audit Committee) and Ms. JIN Ling, and one non-executive Director, Mr. LI Changhao. Five
meetings of the Audit Committee were held during the Reporting Period to, among other matters, review the annual results
for the year 2022 and interim results for the year 2023 of the Group.

The attendance of the Directors at the meetings of the Audit Committee held during the Reporting Period was as follows:

Number of

meetings

Directors convened/attended
Ms. ZHONG Wentang (Chairman) 5/5
Ms. JIN Ling (appointed on June 9, 2023) 2/2
Mr. LI Changhao 5/5

Mr. LIU Ning (resigned on June 9, 2023) 3/3




Nomination Committee

The Company has established the Nomination Committee with its written terms of reference complies with the requirements
of the CG Code and the duties and functions delegated to the Nomination Committee by the Board. The primary
responsibilities of the Nomination Committee are preparing the procedures and criteria for determining the candidates
for Directors and the senior management of the Company and conducting preliminary reviews of their qualifications and
credentials, including offering the Board advice on its size and composition on the basis of the Company’s operating results,
assets and shareholding structure; reviewing the procedures and criteria for determining the candidates for Directors and the
general manager of the Company and making recommendations to the Board; looking for qualified candidates for Directors
and general manager; reviewing and making recommendations on the candidates for the Directors and general manager;
reviewing and making recommendations on the candidates for other senior management such as the vice general managers,
secretary to the Board and chief accountant which needs to be resolved by the Board; and dealing with other matters
authorized by the Board.

According to the nomination policy for Directors, the Nomination Committee shall submit recommendations and relevant
materials of the directorial candidate(s) to the Board for consideration, and the Board will decide whether to propose such
candidate(s) to the general meeting for election. Nomination by the Nomination Committee shall be based on merit and
having due regard for the benefits of diversity of the Board. The ultimate decision will be based on merit and contribution
that the selected candidate(s) will bring to the Company’s development.

As of the date of this report, the Nomination Committee consists of two independent non-executive Directors, Mr. CHAN
Sai Keung Hugo (chairman), Ms. JIN Ling, and one executive Director, Mr. GUAN Weili. Four meetings of the Nomination
Committee were held during the Reporting Period to, among other matters, review the independence of the independent
non-executive Directors and evaluate of the structures of committees under the Board.

The attendance of the Directors at the meetings of the Nomination Committee held during the Reporting Period was as
follows:

Number of

meetings

Directors convened/attended
Mr. CHAN Sai Keung Hugo (Chairman) (appointed on June 9, 2023) 0/0
Mr. GUAN Weili 4/4
Ms. JIN Ling (appointed on June 9, 2023) 0/0
Mr. LIU Ning (Chairman) (resigned on June 9, 2023) 4/4
Mr. ZHAO Xudong (resigned on March 10, 2023) 1/1

The Board adopts a board diversity policy and has discussed all measurable objectives set for its implementation. Please
refer to section “Corporate Governance Report — Board Diversity Policy” of this annual report for more details.



Remuneration Committee

The Company established the Remuneration Committee with its written terms of reference in compliance with the CG Code
and the duties and functions delegated to the Remuneration Committee by the Board. The primary responsibilities of the
Remuneration Committee are formulating the criteria for and conducting assessment on the Directors and senior management
as well as determining and reviewing the remuneration policies and plans for the Directors and senior management,
including formulating remuneration plans and proposals in accordance with the terms of reference of the Directors and
senior management and the importance of their positions as well as the remuneration benchmarks for the relevant positions
in other comparable companies; the remuneration plans and proposals include but not limited to criteria, procedures and
main assessment system for performance assessment, main proposals and regulations on reward and punishment; reviewing
and/or approving matters relating to share schemes under Chapter 17 of the Hong Kong Listing Rules; reviewing the
performance of the Directors and senior management and conducting annual assessment on their performance and results;
supervising the implementation of the remuneration policies of the Company; and dealing with other matters authorized by
the Board.

As of the date of this report, the Remuneration Committee comprises three independent non-executive Directors, Ms. JIN
Ling (chairman), Ms. ZHONG Wentang and Mr. CHAN Sai Keung Hugo. The Remuneration Committee has adopted the
second model described in paragraph E.1.2(c) of the CG Code (i.e. make recommendation to the Board on the remuneration
packages of individual executive Directors and senior management). Three meetings of the Remuneration Committee were
held during the Reporting Period to, among other matters, review the report of the general manager of the Company for the
year 2022 and the H Share Award and Trust Scheme.

The attendance of the Directors at the meeting of the Remuneration Committee held during the Reporting Period was as
follows:

Number of

meetings

Directors convened/attended
Ms. JIN Ling (Chairman) (appointed on June 9, 2023) 1/1
Ms. ZHONG Wentang 3/3
Mr. CHAN Sai Keung Hugo (appointed on June 9, 2023) 1/1
Mr. ZHAO Xudong (Chairman) (resigned on March 10, 2023) 0/0
Mr. LIU Ning (resigned on June 9, 2023) 2/2

The primary goal of the Group’s remuneration policy for executive Directors is to enable the Company to retain and
motivate executive Directors by aligning their remuneration with their individual performance. The remuneration package
includes basic salary, performance and/or discretional bonus and other benefits. The remuneration of non-executive
Directors and independent non-executive Directors mainly includes the Directors’ fee which is determined by reference to
their duties and responsibilities by the Board.

The emoluments of each Director for the year ended December 31, 2023 are set out in “Notes to the Financial Statements —
Related parties and related party transactions™ of this annual report.



Strategy and Risk Management Committee

The Company has established the Strategy and Risk Management Committee with its written terms of reference in
compliance with the duties and functions delegated to the Strategy and Risk Management Committee by the Board. The
primary responsibilities of the Strategy and Risk Management Committee include reviewing and making suggestions on
the Company’s long-term strategic plan and significant investment decisions; reviewing the Company’s risk management
policies and standards; and supervising and monitoring the Company’s exposure to legal risks.

As of the date of this report, the Strategy and Risk Management Committee consists of one executive Director, Mr. GUAN
Weili (chairman), one non-executive Director, Mr. QIN Hao, and one independent non-executive Director, Ms. ZHONG
Wentang. Two meetings of the Strategy and Risk Management Committee were held during the Reporting Period to,
among other things, review the report on internal control and risk management of the Group for the year 2022 and make
recommendations to the Board. The Strategy and Risk Management Committee has conducted an annual review regarding
internal controls and confirmed the effectiveness of the Group’s internal control system in the internal control and risk
management report.

The attendance of the Directors at the meeting of the Strategy and Risk Management Committee held during the Reporting
Period was as follows:

Number of

meetings

Directors convened/attended
Mr. GUAN Weili (Chairman) 2/2
Ms. ZHONG Wentang 2/2
Mr. QIN Hao 2/2

Board Diversity Policy

The Board has adopted a Board diversity policy and discussed all measurable objectives set for its implementation. The
Company recognizes and embraces the benefits of having a diverse Board with a view to enhancing its effectiveness
and achieving a high standard of corporate governance. It endeavors to ensure that the Board achieves a balance of
skills, experience and diversity of perspectives appropriate to the requirements of the Company’s business. The election
of candidates will be based on a range of diversity perspectives, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills, knowledge and length of service. The ultimate decision of
all Board appointments will be based on the capability of the selected candidate and his or her potential contributions to the
Board in the future. A summary is set out in the table below:



The Current Composition of the Board

Age Gender Years of service as Director
30 — 49 years (4 persons) Female (37.5%) 1 -5 years (5 persons)
50 and above (4 persons) Male (62.5%) 6 — 10 years (3 persons)

The Board currently comprises 3 female Directors and 5 male Directors. The Board is of the view that the existing gender
diversity in respect of the Board is sufficient, and that the nomination policy of the Company can ensure that there will be
a pipeline of potential successors to the Board which continues the existing gender diversity in the Board. The Nomination
Committee and the Board considered that, during the year ended December 31, 2023, the composition of the Board was
balanced and diversified.

Gender Diversity in the Workforce

As at December 31, 2023, the Group had a total of 4,765 employees (including senior management), of which 66.82%
were female employees and 33.18% were male employees. The Group has formulated the Recruitment Management
Measures 1] [0 0 O O O O [T During the recruitment process, the Group has always adhered to the principles of “fairness,
impartiality and openness” in considering the academic qualifications, working experience and skills of the applicants to
assess whether they have met the requirements of the employment positions. And background factors of the applicants, such
as gender, age, nationality, religion, family status, race, marital status and other categories protected by law, do not affect
the interviews, employment and job opportunities of the applicants.

Corporate Governance Functions

The Board is responsible for performing the corporate governance duties, including but not limited to:

(a) to review the Company’s compliance with the CG Code and disclosure in the corporate governance report;
(b) to develop and review the Company’s policies and practices of corporate governance;

(c) todevelop, review and monitor the code of conduct applicable to Directors and employees;

(d) to review and monitor the training and continuous professional development of Directors, Supervisors and senior
management; and

(e) to review and monitor the Company’s policies and practices on the compliance with legal and regulatory
requirements.

During the Reporting Period, the Board, through its special committees, performed the following corporate governance
functions: (1) enhanced the training for and the professional development of Directors and senior management; (2)
reviewed the code of conduct for Directors, Supervisors and employees; (3) continuously assessed and optimized corporate
governance and performed their duties in strict compliance with all of the requirements of corporate governance; and (4)
reviewed the corporate governance report.



Directors’ and Auditor’s Responsibilities for Financial Reporting in Respect of Financial
Statements

The Directors acknowledge their responsibility for preparing the consolidated financial statements for the year ended
December 31, 2023, which truthfully and objectively reflected the status of the Company and the Group and of the Group’s
results and cash flows. The Directors also acknowledge their responsibilities are to ensure that the consolidated financial
statements of the Group are published in a timely manner. The management of the Company has provided to the Board the
necessary explanation and information so as to enable the Board to carry out an informed assessment of the Company’s
consolidated financial statements that are submitted to the Board for approval. The Company provides all members of the
Board with the latest materials in relation to the Company’s results, status and prospects.

The Directors were not aware of any material uncertainties relating to any events or conditions which may cast a significant
influence upon the Group’s ability to continue as a going concern.

The statement prepared by the auditor of the Company regarding their reporting responsibilities on the consolidated
financial statements is set out in the Auditor’s Report of this annual report.

Risk Management and Internal Control

The Board is responsible for the risk management and internal control systems and reviews their effectiveness on an ongoing
basis. Such risk management and internal control systems are designed for managing risks rather than eliminating the
risk of failing to achieve business objectives, and can only provide reasonable but not absolute assurance against material
misstatement or loss.

The Company has a clearly defined management structure and process in place with specified terms of reference and
responsibilities to prevent unauthorized use or disposal of assets, maintain proper accounting records for the provision
of reliable financial information for internal use or for publications and the compliance of applicable laws, rules and



In order to protect Shareholders’ interests and assets, the Group has developed a risk management and internal control
system of comprehensiveness, clear hierarchies and reasonable division of duties to meet its needs and mitigate the risks.

The Audit Committee, established under the Board, is responsible for the supervision of internal audit, evaluation and
improvement of the internal control system of the Company, and risk evaluation of material investment projects operated
by the Company. The Strategy and Risk Management Committee is mainly responsible for studying and advising on the
Company’s long-term development strategy and material investment decision and performing the evaluation and control of
the overall risk of the Company. In addition, the Company has further formulated administrative measures on related party
transaction, which are implemented by the Audit Committee, in order to regulate related party transactions and control
risks in respect to related transactions. The Company has also established administrative measures on inside information
disclosure. If any potential inside information were disclosed to designated persons from different operating segments, such
persons shall determine to further upgrade and disclose as required. The Supervisory Committee monitors the internal
control implemented by the Board and the senior management. Segments of all levels complement and reinforce each other,
facilitating business development and risk management.

The Board reviews the effectiveness of the Group’s risk management and internal control system once per year. Upon
confirmation by the Audit Committee and the management, the Board believes that the risk management and internal
control system of the Group was sufficient during the year ended December 31, 2023, and that there were no matters of
major concerns relating to financial, operational or compliance controls.



Senior Management’s Remuneration

The details of the Company’s senior management are set out in the section headed “Directors, Supervisors and Senior
Management” in this annual report, whose remuneration band for the year ended December 31, 2023 is as below:

Remuneration band (RMB) Number of individuals
0-700,000 4 persons
700,001-1,400,000 3 persons

Auditor’s Remuneration

For the year ended December 31, 2023, the Group’s statutory auditor, BDO, provided annual audit services. During the
year ended December 31, 2023, the total fee paid/payable in respect of the audit and non-audit services provided by the
Group’s auditor is set out below:

Audit services RMB5,088,000

Non-audit services (mainly services for reviewing the 2023 interim financial report of the Company) RMB424,000

Joint Company Secretaries

Mr. WANG Jian and Mr. WONG Wai Chiu are the joint company secretaries of the Company. Mr. WONG Wai Chiu is
the associate director of SWCS Corporate Services Group (Hong Kong) Limited, a professional corporate service provider.
Mr. WONG Wai Chiu’s primary contact person at the Company was Mr. WANG lJian, the secretary to the Board and the
other joint company secretary.

During the Reporting Period, all of them undertook not less than 15 hours of relevant professional training in compliance
with Rule 3.29 of the Hong Kong Listing Rules.



Communication with Shareholders and Investor Relations

The Board believes that effective communication with investors is essential to build investors’ confidence and attract new
investors. The Group also recognizes the importance of transparency and timely disclosure of corporate information which
enables investors to make the most informed investment decision.’



If the Supervisory Committee agrees to convene an EGM or a class meeting, a meeting notice shall be published within
five days after receiving such request. Changes to the original proposal in the notice shall be approved by the relevant

Shareholders.

If the Supervisory Committee fails to publish the notice of an EGM within the specified period, it shall be deemed that the
Supervisory Committee does not convene or preside over a general meeting. Shareholders who individually or jointly hold
10% or more of the Shares for not less than 90 consecutive days may convene and preside over an EGM by themselves.
Necessary expenses of the general meeting held by the Supervisory Committee or Shareholders themselves shall be borne by
the Company.

Procedures for Shareholder(s) to Put Forward Proposals at a General Meeting

When a general meeting is convened by the Company, the Board, Supervisory Committee or Shareholders who individually
or collectively hold more than 3% of the Shares shall be entitled to put forward proposals to the Company.

Shareholders who individually or collectively hold more than 3% of the Shares may submit ad hoc proposals in writing to
the convener within 10 days before the convening of an EGM. The convener shall issue a supplemental notice of the general
meeting within 2 days upon receipt of the proposals and announce the contents of the ad hoc proposals. The contact details
for the submission of proposals are as follows:

Address:

No.1 Shengjin Road
Huanglong Residential District
Wenzhou, Zhejiang

the PRC

Fax: (86) 577 8878 9117
Email: ir@knhosp.cn

Procedures for Directing Shareholders’ Enquiries to the Board

Shareholders may at any time send their enquiries and concerns to the Board in writing through the secretary to the Board.
The contact details are as follows:

Address:

No.1 Shengjin Road
Huanglong Residential District
Wenzhou, Zhejiang

the PRC

Fax: (86) 577 8878 9117
Email: ir@knhosp.cn

Shareholders may also make enquiries with the Board at the general meetings of the Company.



Change in Constitutional Documents

During the Reporting Period, the Articles was not amended.

Dividend Policy

The Company has formulated its dividend policy. Where the Company distributes its after-tax profits of the current
year, it shall allocate 10% of the profits as the Company’s statutory common reserve. The Company may make no more
allocation should the accumulative balance of the Company’s statutory common reserve account for more than 50% of the
Company’s registered capital. Should the accumulative balance of the Company’s statutory common reserve be insufficient
to make up for the losses of the Company of the previous year, the current year’s profits shall first be used for making up
such losses before the statutory common reserve is allocated according to the provisions of the preceding paragraph. After
the Company has allocated the statutory common reserve from the after-tax profits, it may allocate a discretionary common 7ompany.Qqg:



ectors,

Directors

Executive Directors

Mr. GUAN Weili (O O O), aged 54, is the chairman of the Board and an executive Director of the Company. He is
primarily responsible for the overall business operation and strategic planning of the Company. He founded the Company
in February 1996 and became an executive Director since then. Mr. Guan was appointed as chairman of the Board and an
executive Director in September 2014 after the Company was converted into a joint stock limited liability company. Prior
to joining the Company, Mr. Guan served as a clinician at Wenzhou Mental Hospital (0 0 O O 0O 0O O ), a local hospital
in Wenzhou, from August 1987 to December 1993, where he was primarily responsible for the medical treatment of
psychiatric patients.

Mr. Guan graduated from Wenzhou Medical University (0 O 0O O 0O O) (previously known as Wenzhou Medical College
(000D 0)) in Wenzhou in August 1987, majoring in medical assistance. Mr. Guan obtained his senior business operator
certificate from Wenzhou Municipal Bureau of Personnel (O O O O O O ) in December 2007. Mr. Guan is the spouse of Ms.
WANG Lianyue and the brother-in-law of Mr. XU Yi.

Ms. WANG Lianyue (O O O ), aged 55, is the executive Director and general manager of the Company. She is primarily
responsible for the overall hospital operation and business development of the Company. She joined the Company in
January 1998 and has served as our general manager since September 2011 and our executive Director since April 2013.
Ms. Wang was appointed as our executive Director again in September 2014 after the Company was converted into a joint
stock limited liability company. Prior to joining the Company, from August 1988 to December 1997, she was a nurse at
Wenzhou Mental Hospital (O O O O O 0O O ), where she was primarily responsible for general patient care.

Ms. Wang received two associate degrees from Wenzhou Medical University (0 0O 0O 0O O) (previously known as
Wenzhou Medical College (O O O O O)) in Wenzhou in June 2004 and the Party School of Wenzhou Municipal Committee
of the Communist Party of China (0O OO OO O O) in Wenzhou in June 2002, where she majored in nursing and
economic administration respectively. She graduated from Online Education College of Xi’an Jiaotong University (0 O O
00000000o0O), through long-distance education, with a bachelor’s degree in law in July 2007. She also completed
part-time hospital management courses at the China Europe International Business School (O 0 O 0O O O O O) in Shanghai
in September 2006. She was accredited as secondary psychological consultant (0 O O 0 O O O) by the Ministry of Human
Resources and Social Security of China (0 0000 O 00O O O) in December 2004. Ms. Wang is the spouse of Mr. GUAN
Weili and the sister-in-law of Mr. XU Yi.




Mr. WANG Jian (O O), aged 39, is the executive Director, the vice general manager and the secretary to the Board of the
Company. He is primarily responsible for overseeing public affairs and investment relationship, corporate financing and
listing-related matters. Mr. Wang joined the Company in July 2014 and has served as the secretary to the Board of the
Company since then. Mr. Wang was appointed as the secretary to the Board of the Company again in September 2014
after the Company was converted into a joint stock limited liability company. Mr. Wang was appointed as the executive
Director and vice general manager of the Company in June 2023. Prior to joining the Company, from June 2009 to July
2014, he served as a staff member (O 0 ) and a senior staff member (O 0 0O O O) in the Xiamen Regulatory Bureau of
China Securities Regulatory Commission (0 000000000 0O0ODO OO O) where he was primarily responsible for
monitoring the corporate governance and information disclosure of listed companies in the Xiamen area. From February
2008 to March 2009, he was a senior auditor at Ernst & Young Hua Ming LLP (0 0 00000000 ((@O0000O00O)),
where he was primarily responsible for audit work. From August 2005 to February 2008, he served as an auditor and a
senior auditor at PricewaterhouseCoopers Zhong Tian CPAs Limited Company, where he was primarily responsible for
audit work.

Mr. Wang obtained a bachelor’s degree in management from Guanghua School of Management at Peking University (0 O
OO0O000000) in Beijing in July 2005, where he majored in business administration. Mr. Wang was recognized as a
non-practicing certified public accountant (0 0 0 0 0 0O 0O O O O) by the Chinese Institute of Certified Public Accountants
in April 2010 and was granted the legal professional qualification certificate by the Ministry of Justice of the PRC in March
2014.



Non-executive Directors

Mr. QIN Hao (O O), aged 33, joined the Group in June 2021. He has served as a vice president of investment of Shanghai
Loyal Valley Investment Management Co., Limited (00O OO0 00O O0O0ODO O), a private equity investment company
mainly invests in the fields of new consumption, healthcare and advanced manufacturing, is mainly responsible for the
investment in pharmaceutical and healthcare industry, since January 2022. He served as a senior investment manager of
Shanghai Loyal Valley Investment Management Co., Limited from June 2017 to December 2021.

Mr. Qin graduated from Peking University in June 2014 with a bachelor’s degree in medicine. He graduated from Fudan
University in June 2017 with a master’s degree in finance.

Mr. LI Changhao (O O 0), aged 34, joined the Group in October 2021. He has served as the president of the investment
team of SDIC Chuangyi Industry Fund Management Co., Ltd. (00000000 OO0 OO O) since January 2022,
mainly responsible for the investment in private equity projects. Mr. Li has served as a supervisor of Ningxia Yinxing
Energy Co.,, Ltd. (0 OO ODO0OOOOODOO), a company listed on the Shenzhen Stock Exchange (stock code: 000862)
and engaged in new energy power generation and new energy equipment engineering business, since October 2023. He has
served as a supervisor of Western Region Gold Co., Ltd. (1O OO OO0 OO O), a company listed on the Shanghai Stock
Exchange (stock code: 601069) and engaged in gold mining and smelting, iron ore mining and chrome ores mining, since
April 2023. He consecutively served as the investment manager and the vice president of SDIC Chuangyi Industry Fund
Management Co., Ltd. from May 2014 to December 2021. He has served as a supervisor of Yunnan Aluminum Co., Ltd.
(0 0D0OD0O00D00O0O0), acompany listed on the Shenzhen Stock Exchange (stock code: 000807) and engaged in bauxite
mining, alumina production, aluminium smelting, aluminium processing and production of carbon used in aluminium, since
January 2021.

Mr. Li graduated from Beijing University of Posts and Telecommunications with a bachelor’s degree in e-commerce and law
in September 2012. He graduated from Queen Mary University of London with a master’s degree in marketing in December
2013. Mr. Li was accredited as a chartered financial analyst (CFA) by the Chartered Financial Analyst Institute in 