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Environmental, Social and Governance Report

The board of directors (the “Board”) of Guangdong Kanghua Healthcare Co., Ltd.
(the "Company”, together with its subsidiaries, the “Group”) is pleased to present the
environmental, social and governance report of the Company for the year ended 3|
December 2016 (the "ESG Report”). The contents of the ESG Report are in compliance
with the relevant environmental, social and governance reporting guidelines set out in
Appendix 27 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The ESG Report covers the Group's self-owned hospitals located in the PRC, namely
Dongguan Kanghua Hospital Co., Ltd. (“Kanghua Hospital”) and Dongguan Renkang
Hospital Co,, Ltd. (“Renkang Hospital").

Any opinions or suggestions in relation to the ESG Report may be sent to the Company's

email address at: khh@kanghuagp.com.

. ENVIRONMENTAL, SOCIAL AND GOVERNANCE MANAGEMENT
SYSTEM

I.I' Core values in environmental, social and governance

The Group is committed to integrating corporate, social and environmental
responsibilities into various aspects of the Group's operations for achieving
sustainable development. To this end, the Group has implemented various

environmental, social and governance policies:

(@)  compliance with the requirements of the laws, rules and regulations

on the corporate environment, society and governance;

(b) promotion of the establishment and improvement of relevant
management systems and mechanisms in corporate environment,

society and governance;

() emphasis on delivering patient-centric healthcare services with the

highest possible ethical and professional standard;
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(d) active engagement with stakeholders to identify changing needs in

corporate, social and environmental aspect of the Group's operations;

and

(e)  encourages staff to save energy, cherish resources, support and

promote measures on energy-saving and emission reduction.

The Group has set up a special working group formed by the management

and hospital executives and managers of each hospital to promote the above

policies and prepare the relevant disclosures and report to the Board.

.2 The communication and responses among the stakeholders

As part of the Group's sustainable development objectives, the Group

maintains communication with stakeholders through various channels with

a view to proactively responding to stakeholders' requests and fostering the

Group's capability in fulfilling its environmental and social responsibilities:

Stakeholders
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Key issues

ITEEH

Investors/shareholders

BEE/BR

Government and

regulatory authorities

B R EE#E
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Shareholders’ general meetings, annual reports
and interim reports, results announcements,
corporate announcements, investors conferences
BRAE  FHRAFHRE  FELE
bEAE  REERE

Regular communications, field visits, meetings,

operating information disclosure and reporting
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P
By
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Corporate govemance and strategic development

and directions

rEERRBBRERLTM

Strict compliance with applicable laws and
regulations, license, maintaining and renewal
hospital classification, anti-corruption,
environmental protection, responsive to the
government's latest policies and directives on
healthcare
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Key issues

ITEEH

Staff

m
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Suppliers

()it

Patients

Community

it

Labour union, regular communications between
staff and management, staff activities, regular
in-house publications, trainings and education,
responsibility and accountability systems
BITe BTHEEETHER BT
mE - THARTY  BIEHE - 'L
FEEHIE

Due diligence, meetings, negotiations, regular
review of cooperation and quality check, internal
audit of procurements and prescriptions by

doctors

BRBE B WY THBEAER
EERE  FBRBERRBERS

Day to day operations and communications,
dedicated customer service, satisfaction surveys
and feedback, service complaints and response
systems
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Community activities, public health awareness
events, free medical consultations, regular in-
house publications, donations, supporting

charitable causes
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Staff retention, collegiality, quality standard,
ethical practice, career progression, development
and training, workplace health and safety, fair and
reasonable reward and punishment mechanisms
BTHE AFHEK DERE ERE
5o BERR BRERY - THEEME
REZ S - AIEATRH S

Stable and uninterrupted supply of quality
pharmaceuticals, medical consumables and
medical equipment on terms no less favourable
than market, proper qualifications and licenses,
service support and training on equipment,
anti-corruption, environmentally preferable
purchasing
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Clinical standard and the Group's reputation as
a quality and ethical healthcare services provider,
patient satisfaction, anti-corruption (e.g. refusing
“red packets”)
BASERAKBEEABERSEREE
ERRGRABNESR  BEREE
RER(MERMTE])

Improving the community's awareness of public
health and safety and the profile of the Group
as a socially responsible healthcare services
provider, addressing healthcare needs from the
underserved and unprivileged
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Key issues

ITEEH

Healthcare facilities

technical assistance to lower-tier hospitals, multi-

site doctor practice

BEME
ks BEZHRE

ENVIRONMENTAL PROTECTION

The Group regularly keeps track of the latest national and regional environmental laws
and regulations and adopts all necessary measures to comply with them. The Board
considers that wastewaters and solid wastes (particularly medical wastes) produced
by the Group's hospitals are particularly relevant to environmental protection. The
Group is compliant with applicable laws and regulations, including, the Law of the
PRC on the Prevention and Control of Water Pollution, the Regulations on Urban
Drainage and Sewage Treatment, the Regulations on the Management of Medical
Waste and the Law of the PRC on the Prevention and Control of Environmental
Pollution by Solid Waste. During the year ended 31 December 2016, the Group had

not been subject to any penalties in relation to environmental protection.

Developing sustainable best practices requires modification of staff behavior,
and this occurs most frequently through ongoing staff education. Education
and supporting processes are one of the most critical elements to effective
implementation of environmental protection initiatives and reduction in

environmental footprint.

Mutual cooperation and patient referrals,

HERERBAED M TRBRREHER

Delivery of optimal clinical solutions to address
the different needs of patients, referral of
patients requiring acute, complex and critical
care from lower-tier hospitals to the Group, the
Group's influential presence in the industry
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Wastewaters 2.1 /K
Hospitals discharge considerable amounts of chemicals and microbial agents Bl H)5KPERAENE
in their wastewaters. Many substances contained in the wastewaters, such ME R EDE o HKPEER
as chemicals, medicine residues as well as pathogenic resistant bacteria FEWE - ML BER - BYE
and viruses, resist normal wastewater treatment and could pose a danger BY  BRUEMERLRS - &
to public health and the environment if released untreated into the public BEFFHKEE  MARKRERE
sewer system. Due to the chemical and biochemical contaminants, the EADHTTKES - Al AR
wastewaters treatment requires specialised technologies and processes that BERRBEKBE - BMEE
cannot be feasibly conducted at the source. The Group engages a qualified REMEFEY  AKERER
and licensed service provider to process all of the wastewaters produced by ZEMNRMEBER - ZFRM
its hospitals. Before the wastewaters are processed by the service provider, KBRERE L AAAT - AEE
they are stored in dedicated facilities to ensure they will not contaminate the ZREERERENRBRER
primary water supply for human consumption and clinical use. BEHBREEMNMERK R
AKE R R RIE AT -
HEEHRESARGT - AEED
ERRE il UNHEI R e dE
() FRAE K AL FE o
The table below sets forth the discharge volume of wastewaters by the TREIRATRFREAEEER
Group's hospitals for the years indicated: B)5KEERE -
Change 2016 2015
& ZE-RE —T-R8F
Wastewaters discharge (ton) 5K EERT () +4.1% 358,743 344,655
Wastewaters discharge per BREREBN
gross floor area AIKHERR
(ton/gross floor area) (W8, BEMEE) -1.1% 1.09 .10
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The discharge of wastewaters is integral to the Group's clinical operations
and is expected to increase in line with business growth. The management
does not currently consider that it is feasible to implement any initiatives
or policies to control or reduce the amount of wastewaters discharge
without compromising sanity and clinical safety, which are of overriding
importance to public health and safety. The Group regularly reviews its
wastewaters treatment protocols with a view to ensuring there is no
inadvertent contamination of its water supply and that the wastewaters will
be properly handled by the hospitals before treated by the service provider.
The management believes that the wastewaters produced by the hospitals,
after properly treated by the service provider, will pose minimal risks to the

environment.

Hazardous solid wastes

Hospital operations generate a variety of solid medical wastes in the
diagnosis, treatment or immunization of patients or in research that can pose
a danger to public health and the environment if not properly treated and
disposed of. Materials containing pathogens are infectious can cause diseases

if exposed. These include:

. human anatomical waste: waste from surgery and autopsies on

patients with infectious diseases;

. sharps: disposable needles, syringes, saws, blades, broken glasses, nails

or any other item that could cause a cut; and

. pathological: tissues, organs, body parts, human flesh, fetuses, blood
and body fluids.

22

EIKBERR A & B R R S H 4
RES - B EREEEBERM
g EREERNRA BT

BEERBREE(HYA£E
ERZE2EBHEBR)BRTEN
R 845 S BUR AR T I SR )5
KEEMERAIT - AREEHR
AEEKEEAR - UBEREH
KAg LB 285 R RERS
h1ﬁ£@2m'ﬁm%mg‘

ERE - -EEERR BRE
EW%ﬁEHﬂ%%hﬁﬁ%%
ERIEME - HIRIBEK RN
THEB

HEEREY

BREBESENDE AR
FREEBRIARTIELSE

EEEEEY NTZERE
REE  HARGERRER
KEE - 2ARRENMEAS
it MRBESN  BIGHERKE
e REMERE

. ABBEEY: ALHE
%?W&En%ﬂm@
)

o I —IRMEETEE - R
B9 TR BEAHK
B ERREAARER
AGOm &

o JRE:/AK EHE HFB
WAL ABRCRE MR
MEER o



Environmental, Social and Governance Report

Non-infectious but hazardous wastes include:

. pharmaceuticals: drugs and chemicals that are retumed from wards,

spilled, outdated, contaminated, or are no longer required; and

. radioactive: wastes contaminated with radioactive substances used in

diagnosis and treatment of diseases.

The Group's hospitals have in place a comprehensive medical waste

management system:

I Identification and segregation of waste types: segregation of different
types of wastes at source (wards, operation theaters, laboratories,
examination rooms etc.) with color coding systems and clear
operation guidelines and handbooks, supervised by responsible
staff. Effective segregation diminishes total waste and the hospital's

environmental footprint;

2. Transport & storage of waste: use of puncture proof and leak proof
containers; bags are properly tied and sealed; use of special containers
for radioactive wastes; use of designated transport trolleys and timely
collection; and storage in covered areas remote from normal passages

with security measures to prevent unauthorized tempering;
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3. Identify the need for use of personal protective equipment: special
clothing, gloves, masks and eye protection identified and provided
to the healthcare works responsible for waste transportation and

disposal; and

4. Proper disposal of waste: collection and subsequent disposal by
qualified and licensed service provider (including incineration, landfill
or chemical/biochemical treatment, as appropriate to the type of
wastes) specialized in medical wastes disposal. On account of the

hazardous nature of these wastes, they are not typically recycled.

The table below sets forth the volume of hazardous solid medical wastes

produced by the Group's hospitals for the years indicated:

e IN AR EUNDE: £ 30
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Change 2016 2015
B —B-XE —T-HEF
Hazardous solid wastes (kg) B EEBEY(AT) +189% 365,880 307,036
Hazardous solid wastes per FRERRER
gross floor area BEERRED
(kg/gross floor area) (Afr/#EEE) +13.1% 1115 0986
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The discharge of wastewaters is integral to the Group's clinical operations
and is expected to increase in line with business growth. The management
does not currently consider that it is feasible to implement any initiatives
or policies to control or reduce the production of hazardous solid wastes
without compromising sanity and clinical safety, which are of overriding
importance. For example, many surgical tools, protective masks and gloves
and syringes are strictly for one-time use only; extending their use may
reduce waste production but is not clinically acceptable as it significantly
increases the risks of cross-infection among patients and staff. The Group
regularly reviews its waste management system with a view to ensuring
that all of the steps in the chain are properly followed with the safety of
the patients and staff as top priority. One of the key steps in managing
the hazardous wastes is proper identification and segregation because: (i)
this ensures no hazardous wastes are inadvertently mixed with domestic
wastes and disposed without proper treatment, potentially posing harm
to public safety and environment; and (ii) the service provider processes
the wastes collected according to the identification and segregation by the
hospitals. The hospitals have a responsibility and accountability system for
waste management at the source and provide regular trainings to the front-
line staff to ensure that the guidelines and handbooks are strictly adhered.
The management believes that the hazardous solid wastes produced by the
hospitals, after properly treated by the service provider, will pose minimal

risks to the environment.

Domestic wastes

The Group's operations generate domestic wastes that are non-infectious
and non-hazardous from the offices, dormitories, kitchens, rooms, including
bed linens, utensils, paper, etc. These wastes are identified and segregated at
source and are eventually collected, treated and recycled by general wastes

service providers.
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The table below sets forth the volume of domestic wastes produced by the

TREIRFIREFEREEE

Group's hospitals for the years indicated: EENEENRE -
Change 2016 2015
2 e
Domestic wastes (kg) RS (AT +4.0% 1,825,000 1,754,500
Domestic wastes per FREERR
gross floor area %iﬁi&
(kg/gross floor area) DT/ REEE) -1.1% 5.561 5624

The Group is conscientious about the environment and is committed to
the recycling of domestic wastes where feasible. This primarily includes the
recycling of paper, plastic, metal and glass. The Group mandates its staff
to segregate the domestic wastes into appropriate categories for proper
handling by the service provider. The Group also promotes “paper-less”
office, including double-sided or secondary paper printing except for official
documents, multimedia form of presentation in meetings and increasing
the use of office automation system to reduce administrative paperwork.
The hospitals have an engineering department to salvage any usable parts
or components from decommissioned equipment and furniture, such as
televisions, computers and hospital beds, before they are disposed of. The
Group may also donate obsolete but functional items, such as computers,
to various charitable organisations. In 2016, despite a considerable increase
in business volume, the Group's production of domestic wastes only had a
slight increase of 4%. The Group will continue to explore feasible initiatives

to reduce domestic waste production and enhance its recycling efforts.
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Energy consumption

Healthcare systems are among a community's largest consumers of energy.
Hospitals are open 24 hours a day and have sophisticated energy needs,
such as particular air flow controls and specialized heating, ventilation and air-
conditioning systems. The Group's hospitals” energy consumption primarily

includes electricity and water.

The table below sets forth the consumption of the Group for the years

RiE 8 RERES
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indicated: =1
Change 2016 2015
& —E-RE —T-AfF
Electricity (kilowatt-hours) BN(FRE) +7.7% 29,087,860 27014975
Electricity consumption intensity & FE58/E
(kilowatt-hours per (BEEEBETER)
gross floor area) +24% 88.6 86.6
Water consumption (ton) IKFE(HE) +35.0% 836,998 619,966
Water consumption intensity  7KFE3RJE
(ton per gross floor area) (BEEmEM) +28.3% 2.6 20

The hospitals” electricity consumption is primarily attributable to air-
conditioning, water heating, lighting and energy demanding medical
equipment such as MRI and X-ray. The Group's initiatives aimed at reducing

electricity consumption include:

. explore the feasibility of using air heat pump water heater and gas-
fired boiler;
. installation of inverter-type air-conditioning systems that are more

energy-efficient;
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. installation of high efficiency LED light sources;

. promote staff awareness and control measures ensure lights are off

when no one is using;

. an energy saving task force is set up to perform regular inspections
of air-conditioning systems and other electrical systems to ensure no

unintended or unusual usage;

. installation of motion-triggered lightning systems in escalators and
elevators;

. maximize the use of natural sunlight via roof windows;

. installation of automatic door closers in wards with a view to

increasing energy efficiency by limiting the amount of air movement

required, as well as the space that needs to be cooled; and

. gradually replace obsolete equipment with new equipment that are

certified for energy efficiency.

The hospitals’ water consumption is primarily attributable to cooling
equipment, plumbing fixtures, landscaping, medical process rinses, pure water
systems and domestic uses (sinks, showers, toilets). The Group's initiatives

aimed at reducing water consumption include:

. leak detection and repair;

. use of high-efficiency showerheads;

. use of low-flow plumbing fixtures;

. use of motion sensor-activated faucets and flow control;
. use of waterless medical vacuum pumps;
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. use of reject water produced in the reverse-osmosis process;

. use full loads in sanitizers, sterilizers and laundry washing machines,

consistent with infection control requirements; and

. minimize water use for irrigation with rain/soil moisture controllers

and only during times when wind and evaporation are lowest.

In 2016, the Group had a significant increase in water consumption due
to leakage in an underground water pipe of Kanghua Hospital. The Group
will continue to oversee the effectiveness of the above initiatives and
explore new and innovative ways to achieve water saving, which will in tumn

contribute to electricity saving.

Antibiotics prescription

Antimicrobial resistance is a global public health challenge, which is
aggravated by the overuse of antibiotics. Increased antimicrobial resistance
is the cause of severe infections, complications, longer hospital stays and
increased mortality. Antibiotics over-prescription is also potentially associated
with an increased risk of adverse effects, more frequent re-attendance and

increased medicalization of self-limiting conditions.

Inevitably, doctors at the Group's hospitals prescribe antibiotics to patients
from time to time. The Group is committed to the judicious prescription of

antibiotics by eliminating unnecessary or sub-optimal prescriptions.
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The Group's clinical governance tracks a number of parameters to gauge the AEENRRKAEEREENE
prescription of antibiotics as set forth in the table below: ERANET28 HBEHIT
% .
Change 2016 2015 Standard
Kanghua Hospital BEER g4 —E-XE —T-1F B

Rate of antibiotics prescription for  PI2BEME KR H X

Outpatients +2bp. 13.3% [1.3% =20%
Rate of antibiotics prescription for A RR T AR EZ
emergency treatment SRRt & 0.6 bp. 34.7% 35.3% =40%
Rate of antibiotics prescription for {XPT 2 EMAE R 7 X
inpatients +0.1 bp. 54.5% 54.3% = 60%
Change 2016 2015 Standard
Renkang Hospital CRERK & —B-R"E —T-1fF ReE

Rate of antibiotics prescription for  PI2BEMERRE H X

Outpatients +2.9 bp. 14.4% 17.4% =20%
Rate of antibiotics prescription for #IAEXER AR EE
emergency treatment R Bt 4.1 bp. 36.0% 40.1% =40%
Rate of antibiotics prescription for EfT BEMERREH
inpatients +1.3bp. 61.9% 60.6% =60%
The Group's initiatives to the judicious prescription of antibiotics include: AEEEEEERENAERES
DL
. providing education and clinical decision support to doctors and ° REEREERERAER
patients regarding the long-term and community-wide consequences AmEznRER2MEE
of overusing antibiotics; BROHE RERREX
o
. patients should be educated of the importance of following the use of s HEREEBREAFEAN
antibiotics according to prescription; EEMBEMN
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doctors should always follow the principle of rational, safe and

effective antibiotics prescription;

antibiotics should be prescribed only for bacterial infections whenever

possible and in the proper dose for the correct duration;

narrow spectrum antibiotics should be chosen whenever possible
to avoid destroying populations of beneficial bacteria along with the

disease-causing bacteria;

publish internal clinical guidelines for doctors to follow, especially for

common infections, with a view to improving antibiotics use;

rotating use of different classes of antibiotics where possible;

accountability systems to prompt responsible prescription of

antibiotics by doctors;

strictly prohibit any form of advantages or rebates provided by
pharmaceutical companies to incentivize doctors to prescribe more

antibiotics; and

regular communications with regulators and healthcare organizations,
including the Chinese Center for Disease Control and Prevention, to
understand the latest community threats and outbreaks with a view

to modifying antibiotics prescription strategy as appropriate.
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3. EMPLOYMENT

The success of the Group depends critically on its ability to attract, develop and

retain its staff. The Group adheres to fair and open recruitment practices, and

provides its staff with adequate protection of rights. During the year ended 3|

December 2016, the Group continued to strive for improvements and innovations

in staff support, development and training to create a safe and comfortable working

environment and provide a fair and collegial learning and development platform.

The Group prides itself on maintaining harmonious relationships with its staff in the
spirit of “Kanghua People”. As of 31 December 2016, the Group had a total of 2,345
(2015: 2,461) full-time staff.

3.1

Recruitment

Recruitment is an important component to the continuous growth of the
Group. The Group's recruitment process is merit based and is open to all
qualified personnel. In addition to internal recruitment by job promotion
and rotation, the Group also carries out external recruitment activities.
Healthcare professionals are highly sought after in Guangdong Province.
Therefore, the Group strategically extends its recruitment efforts to
other provinces in the PRC. The Group implements a series of internet
recruitment campaigns to reach a wide base of potential candidates and on-
campus recruitment drives in key medical schools and nursing schools in
multiple provinces to attract talent out of Guangdong Province. Teaching
affiliations with academic institutions enable the Group to identify potential
young healthcare professionals and recruit them early on. The Group
also has in place various referral schemes to identify potential candidates
from its existing staff's social networks. Referred staff generally has higher
retention rates and increased engagement. The Group audits and verifies
staff identify and background as part of the recruitment process to ensure no
child labor or forced labour is employed. Depending on the position being
hired, the Group also conducts background checks to ensure the veracity of
information provided by the potential candidate. The Group has adopted
a Recruitment Process Management Policy to standardize its recruitment

practice.
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The Group strictly abides by the relevant laws and regulations such as the
Labor Law of the PRC and the Labor Contract Law of the PRC, and enters
into labor contracts with its staff. Each of the Group's hospitals has adopted
a labor union to protect the rights and interests of its staff and encourage

them to participate in the management of the hospital's operations.

AEERRETHEBEERER
IR EARLMBESEEE) R
(FEARKEMBELEERZE) -
VBT VAHER - A5E
ERBRGEKLIENREER
TRAMRER  UHBHETRME

R M
BlgesE -

Equal opportunities employer 30 FERE#S
The Group is an equal opportunities employer. The Group provides AEERTERERET - A5E
equal opportunities to all staff in a fair, transparent and non-discriminatory REIBEBIHERAT - BH  EE
environment. Female staff has equal opportunities as male staff, and would BRBHEETSERE - LB
not prejudiced because of pregnancy. No religious or racial discrimination is ITHBEHESHETITSHE T
tolerated in recruitment and career development. SERERMRER - ERER
BEBRTIAZRIEARHK
TETRIBAR ©
As at 3| December 2016
BE-F-~Ft-A=t-A
Kanghua Hospital Renkang Hospital Total Staff
BEER —RER BmAH
Male Female Male Female Male Female
Age Group/Gender FwAaR R 3 I B I 3 z
Age 51 or above 51 AL 64 57 55 14 119 71
Age between 31 to 50 31 E50 5% 288 424 125 154 413 578
Age below 30 30 5%k T 196 772 50 236 246 1,008
548 1253 230 404 778 1,657
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Staff remuneration and retention

The Group's comprehensive staff remuneration and retention policy is
designed with a view to rewarding staff performance and long term staff
retention. It primarily includes: (i) economic components comprising basic
salary determined with reference to the individual's position, seniority and
length of service, performance bonus determined with reference to the
metrics specific to the individual's job function and other benefits; and (ii)
non-economic components comprising personal development, job challenge
and satisfaction, recognition, work environment, work safety and career
advancement. The Group regularly benchmarks against available market data
and adjusts its remuneration structure with a view to remaining competitive.
While financial incentives are an important factor in staff retention, the
Group recognizes that they alone are not enough to improve recruitment
and retention in a sustainable manner. Therefore, the Group places equal
emphasis on non-economic factors, in particular personal development,
work environment and collegiality. The Group's career advancement track is
transparent and achievable. The Group provides a platform and support for

its staff to undertake medical education and research in their field of choice.

With a view to retaining and developing talent, the Group actively identifies
high potential staff and provide them with additional training opportunities,
industry exposure and an accelerated career track. By providing training for
new skills and tuition reimbursement for external courses, the Group's staff
will feel valued, important and invested in the Group. The Group regularly
carries out staff appraisals to discuss achievements, strengths, and areas for
development, and to set personal objectives with a view to ensuring they
feel motivated and appreciated for their contribution. The Group maintains
open channels of communication with its staff to keep them informed of
the latest developments and provide them with opportunities to voice
their opinions. The Group also recognises that its healthcare professionals,
in particular doctors and nurses, may be subject to a high pressure and
demanding work environment from time to time due to their job nature,
which may result in attrition. The Group actively monitors the emotional

wellbeing of its staff and provide counselling and supporting arrangements

e

3.3

ETHMKEE
ALENEHEE THM KB TR
REERBETRALRHELE

i

BT - ZHMKEEEHE o%@
#H5 - BRBESZMEARL

BEREBRBERBEENERNS

& 2EEABESTERET
BB AEAL R B A8 A K (ii)
FRERD EFBEEAE
B TERBURREE - st
B TYERE - TIEZ2RBE
B AEETFHATTATSH
BREE  FABRHEZMERE 2

\

REHEF N - BRNFERZR
FETM-—EEBRER  BAK
BIRHD - B EREY A

RUAAFEMSERERETE
e Bt - REBRIKERIEL
BEREE tﬁ%1/@§)§% < T
RIERHRRE - REENBE
%ﬂﬁkk%ﬂﬂ°$%l%ﬁ
TRETERXF  NEHEE
BEHETBEHE LR -

BEREEAL  AEBERK
BREEGEI  MESRHESE
MBI E TR RBER
REFHBE - BBRIITREE
JIRIMNGREZB R - A5E
MEIKEEINaSEE  RH
HNESEENTRGNALEE -
AEETHHITE TTEUNH
PR B RE SR WRTE
EAERE - UHERE TEEFE

i 2% B B % 52 - AR ER

SHETHNRRBRRE f2
ERRTER  TRHESRER
SREBAER - ASENRH
B HEEZEAL LHRER



Environmental, Social and Governance Report

where appropriate. The Group regularly gauges the working hours of its staff
to identify any staff with excessive workloads and makes alternative staffing
arrangements if necessary. The Group aims to build a strong organisational
culture to cultivate a sense of belonging among its staff through various staff
functions and events. The Group believes that the creation of a healthy and
harmonious working environment will improve staff morale and productivity

in the long term.

In 2016, the Group began the year with 2,538 (2015: 2,482) full-time staff,
added 763 (2015: 744) full-time staff and lost 853 (2015: 688) full-time
staff during the year. The loss of staff in 2016 was primarily due to the
outsourcing of certain ancillary non-clinical functions of the Group's hospitals
to third party contractors. As at 31 December 2016, the Group had a total
of 2,448 (2015: 2,538) full-time staff. The attrition rate of full-time staff
(including doctors, nurses, administrative and other support staff) of the
Group for 2016 was 34.2% (2015: 27.4%). The attrition rate of doctors of
the Group for 2016 was 17.4% (2015: 28.6%)
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Training and development

The Group provides structured training and education programmes
to enable its staff to consistently deliver high quality services. These
programmes aim to equip the staff with a sound foundation of the medical
principles and knowledge as well as practical skills in their respective practice
area and foster a high standard of practice, organisation capability and vigilant
attitude. Regular internal and external mandatory trainings are organised for
medical staff to keep them abreast of the latest development in healthcare.
From time to time, the Group identifies and sponsors its staff with high
development potential to undertake further studies and professional training
in prestigious academic institutions and participate in industry conventions.
Medical teams also benefit from the experience and knowledge exchange
during seminars and sharing sessions regularly held. The Group's staff
are mandatorily assessed from time to time to ensure they meet the
required standard of competence. Through various training and education
programmes, the Group also aims to foster a proactive risk reporting culture
among staff, which is important in the early detection of clinical failure and

damage control.

The Group has adopted a Continuing Education and Training Management
Policy (#EX B 15| BEHIE ). The training system is supported by three

major components:

. the science and education department is primarily responsible for

training on clinical skills;

. the nursing department is primarily responsible for training on nursing

and patient caretaking skills; and

. the human resources department is primarily responsible for
comprehensive training on staff management capability, cultural values

and technical skills.
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The table below sets forth the number of training hours provided to the

Group's staff for the years indicated:

TREIRFARFERAEEE
THREMNSZIIRE

Change 2016 2015

9% —F-AE  —T-6F
Number of participants SLEAR +7.6% 21,453 19,930
Training man-hours (Hours) 53l TEF (/)\B) +40.8% 179,011 127,106
Workplace health and safety 35 IHREFMERKRZE

The Group highly values occupational safety and strives to eliminate potential
workplace health and safety hazards. The Group maintains an internal audit
and inspection program to ensure the safety of the hospital premises for
patients, the public and staff. The aim of the audit process is to ensure that
the workplace is continuously monitored and that deficiencies in relation
to set standards are remedied. The Group ensures that each of its hospital
departments is periodically inspected and audited for safety issues, such as
medical treatment safety, environment safety and occupational safety. The
Group actively encourages staff to report health and safety incidents and
risks on a no repercussion basis, and the learning from proactive monitoring
and findings from incident reviews is used to improve further and refine
training programmes, policies and working practices. For the year ended
31 December 2016, the Group had, in all material respects, complied with
applicable laws and regulations that have a significant impact on the Group
relating to providing a safe working environment and protecting employees

from occupational hazards.
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The Group conducts regular sanitisation to contain the potential spread of
infectious diseases at its hospitals. The Group has established surveillance
systems to closely monitor the prevalence of nosocomial infections at its
hospitals and ensure that such incidents are maintained at a very low level
in compliance with applicable standards. The Group also provides periodical
occupational safety education and training to augment its staff's awareness
of safety issues. The Group provides its staff with regular health assessment
to monitor their overall health. In particular, the Group adopts stringent
assessment protocols for its staff that are regularly exposed to high-risk
environments such as radiation and clinical wastes to ensure their exposure
is within acceptable safety limits. Such staff are provided with adequate
protective gears and are regularly required to take days off to minimize
the long term health effects of radiation. Each relevant staff is required to
follow specific procedures and guidelines laid down by the hospital, including
Medical Staff Occupational Exposure Protection and Reporting Policy.
From time to time, the Group engages third party experts to assess the

effectiveness of the hospitals' safety and protective measures.

The Group recognizes that medical violence has in recent years become a
workplace safety hazard faced by many medical professionals in the PRC.
In light of this, the Group has established internal guidelines and provided
trainings to better prepare its staff in handling such situations, including
a risk assessment of patient violence. The department of security is able
to dispatch security officers experienced in handling incidents of medical
violence. The Group also works closely with the police bureaus and law
enforcement agencies who will be able to dispatch officers in short notice to

the hospitals if necessary.
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The table below sets forth key health and safety information for the years

RiE 8 RERES

TREIRFAREFENTRRE

indicated: RZ2EH -
2016 2015
—E-XE —T-hfF

Number of staff contracting infections FREEBRAET AR

due to occupation = -
Number of staff deaths due to occupation ABEITETAZ - -
Number of staff disabilities due to occupation ~ FIBE 5% B T A [ -
Number of man-days lost due to FRXEEEREBELXIBRE 15.5 365.0

occupation related injuries or illness

SERVICE QUALITY 4 REEE
As embodied in the Group's motto “Empathic ® Virtuous Medical Practice” (& HMAEEREIBEERD « EEH
HERE ¢« EEHE), the Group adopts a patient-centric approach in treating all BIFERE AREERMAEERER
patients, the well-being of whom form the core of its values. The Group places a BREBAZBERPLONAR  BF
high priority on providing patients with consistently high quality service and support, ZREHBEZL AEEREER
which is crucial to its long-term success. The Group provides patient care in an REERE-ENEBERBES R
ethical manner, and at the best possible quality, taking into consideration patient EHHERARNEZEHEE - ZEI B
safety, patients’ satisfaction and service efficiency. ELr BEWMBEERRBHE K
SENATERNTA - LEA L
WEERBERHEEE -
Patient satisfaction and complaints 41 BEREERRF
The Group's hospitals have a dedicated customer service department to AEENBRREZERPRE
collect and gauge patient feedbacks. The customer service department is AN E Rt EBERE - BiB
an important component in ensuring that patient experience is positive FEER R RIEREE AR
through proactive outreach and responsive communication. The table below B IR E iR B A B ER
sets forth key operating data of the Group's customer service for the years MBZEMED o TREIIA
indicated: TNEEAREEPRENEEL
EHIE
Change 2016 2015
ZEx ZB-RF —T-hEF
Number of patients served RIEEE AR 23.1% 54,786 71,258
Customer service man hours R A LK & -234% 1,805,880 2,357,520

(’ﬁ
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The hospitals continuously review and streamline patient registration process
and provide regular staff customer-service training. The hospitals also
conduct patient satisfaction surveys. Such results serve to establish a baseline
to monitor changes in patient experience and satisfaction in specific area of

service delivery. These surveys primarily include:

. call back interviews with inpatients, outpatients and physical

examination patients;

. surveys delivered through short messaging services;
. on-site questionnaires; and
. comments collection boxes.

The Group also cooperates with third parties to conduct comprehensive

surveys and analytical studies from time to time.

The subjective nature of the healthcare industry means that the Group
occasionally receives patient complaints in the ordinary course of
business. The Group has implemented a standardised customer complaint
management at each of its hospitals with a view to promptly, accurately
and comprehensively collecting feedback from patients, addressing patients'
concerns, continuously improving clinical processes and ultimately delivering
service of the highest standard to patients. The Group generally classifies
patient complaints in three major categories of importance: (i) critical
complaints, which may involve deficiencies in clinical quality resulting in
adverse effects to patients, medical disputes attracting media attention and
intervention from regulatory authorities, extremely poor service attitude,
verbal abuses or assaults on patients, or any complaints regarding medical
ethics; (i) regular complaints, which may involve general service attitude,
environment, accommodation, hospital or inter-departmental processes
resulting in inconvenience to patients, billing error, repeated assessment,
pricing or lack of communication or language skills; and (iii) immaterial
complaints, which may involve mere service recommendations or trivial
comments, or complaints that are frivolous, vexatious or are primarily

attributable to the patients individual condition.
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The table below sets forth the number of each category of complaints

received by the Group for the years indicated:

HERERRE

TREIRRFEREEURE
M ERGREE -

Change 2016 2015

& —E-RE —T-RF

Number of critical complaints BEAKH +23.8% 26 21
Number of regular complaints — IR 29.8% 134 191
Number of immaterial complaints FEEHRF -7.0% 455 489
Total mst -123% 615 701

Patients may lodge a complaint by mail, telephone, touch-screen terminals
or in person. The Group has dedicated facilities to record the complaint
process on a confidential basis to safeguard the interests of all parties
involved and ensure that the complaint processes are conducted fairly
with proper records. The hospitals have a complaint office, a unit led by a
highly experienced hospital manager and dedicated to the management of
patient complainants. The complaint office acts as the complainant point of
contact, explains the complaint process to the complainants, directs patient
complaints to appropriate departments and governance committees for
detailed investigation and root-cause analysis, conducts in-depth fact-finding,
proactively oversees and manages the complaint processes, coordinates
and communicates with the parties involved, accurately records all relevant
findings on a confidential basis and formulates the appropriate replies to the
complainants. All initial complaints and views will be handled and responded
to directly by the complaint office. The Group is committed to resolving all
patient complaints in the shortest period of time, or on the spot, if possible,
though resolution of critical complaints generally requires a longer period
of time. For critical complaints involving clinical safety or possible health
implications, the Group proactively takes immediate actions to prevent and
minimise adverse effects on patients. The hospital policy mandates every
complaint to be properly lodged and processed through the system and
prohibits staff from reaching a private settlement with the complainants,
which may potentially place the hospital in a disadvantaged situation if such

complaints were to escalate further.
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The Group regards patient complaint management as an important
component for the continuous improvement of clinical safety and quality. The
Group treats each of the patients’ complaints seriously and regards them as
the best source for improvement. Complaint reports are regularly reported
to senior management for review. For every patient complaint, the Group
is committed to understanding its fact pattern and root cause, ascertaining
the responsible parties and areas of improvement. The hospitals organise a
monthly complaints analysis meeting to identify improvement areas in clinical
processes, make recommendations and ensure the relevant administrative
and clinical departments implement the necessary improvements promptly.
In addition, the hospitals organise a quarterly complaints sharing session on
the root cause of the complaints, improvement processes implemented and

lessons learnt with a view to cultivating a sense of vigilance among staff.

For critical complaints that may escalate into medical disputes, the complaint
office will notify the medical dispute contingency task force, headed by the
director and senior management of the hospital, to initiate the medical
dispute process involving a highly coordinated effort of various units of the
hospital. In 2016, most of the complaints were resolved amicably with only
a few of them escalated into medical disputes. In 2016, |5 medical disputes

cases (2015: 9) were materialized during the year.
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Service quality management
The Group's hospitals adopt a comprehensive service quality management

system consisting of the following key components:

. structure — the availability of clinical resources, including medical
equipment, hospital governance structure, human resources, bed to

staff ratio, clinical objectives, practice guidelines and standards;

. process — the clinical processes, including whether clinical procedures
are conducted according to the relevant specifications, work flow and

nosocomial infections; and

. outcome — patient's well-being after receiving service, including
efficacy of treatment, recovery progress, health conditions, satisfaction

and complications arising from treatments.

The service quality management system has a wide scope. In addition to
monitoring the quality of diagnosis (whether it is accurate, comprehensive
and prompt), the quality of treatment (whether is it effective, prompt,
thorough and of a reasonable duration), nosocomial infections control and
clinical deficiency (whether resulting injuries, harm or pain to patients that
could otherwise be avoided), the system also monitors clinical efficiency,
reasonableness of medical fees, the input-output relationship of applied
medical techniques, systematic services and continuum and community
feedback. Under this system, each hospital department is given quantifiable
service quality targets to achieve and parameters to monitor. Service quality
management and improvement is a continuous process. Any deficiency, once

identified, will be handled promptly with appropriate level of supervision.
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High standard of clinical governance maintains the Group's inpatient fatality
rate consistent with the risks inherent in hospital operations and industry.
As the Group increases its intake of patients with critical conditions and/or
require specialized and complex emergency procedures that carry higher
risks of unfavourable clinical outcome, its inpatient fatality rate may increase.

The table below sets forth the Group's inpatient fatality rate for the years

BEASENERBALTE

ﬁi%lﬁi%& TEME R R RS2
BEASEENEREEEER ARER
FIAEMESTFMISERS IFRRER

RN EE  HEERBARCERLEER -
TREIRARFEREEOERRBALT

indicated: K
Change 2016 2015
HE  —R-AF T HE
Total number of inpatient deaths ~ {EFTim AL T B E +184% 289 244
% of total inpatients HERBABBNBED T +003 bp. 0.51% 0.48%
Patient privacy protection 43 BEEBILRE
The Group's hospitals have a dedicated medical records management REENERR E%m B f%

department to handle patients’ medical records. The hospitals strictly
adhere to applicable laws and regulations in relation to patient privacy,
including Guangdong Province Medical Records Writing and Management
Specifications and Healthcare Institutions Medical Records Management
Rules. The hospitals have stringent protocols on the creation, maintenance,
reviewing and copying, sealing or unsealing and preservation of patient
medical records. These protocols are also design to ensure that the records
are not accidentally accessed, processed, erased, lost or used without
authorization. Patient medical records are generally kept for |5 years. Before
access to the relevant medical records is granted, patients or their families
will need to produce the original of the patient’s identity documents and a
signed consent letter. The medical administration department is responsible

for overseeing and auditing medical records management.

MR IEBENBRTE -

BB TRE %BETAEFW]LH%
ERER BR(ERERES
BMNEERE)(BERERE
BEMRE)  BRHUBEBRT
BRRVEIR - M ERIEER
BHEAFHRERET  FTHBES
2o %ERBMEERREHAL
BreBIMREN K2 B
bR RRIREREER - BF
BERCIBRRTFISF - HE
EERRBB LR - BEX
E%%H%ﬁjm$%%ﬁ B 1R
HRELEAEE BHHAERE

%&%%%%%fi °



Environmental, Social and Governance Report

The Group also promotes patient privacy awareness among staff by
conducting regular training and sharing sessions. Hospital staff are sensitive to
patient privacy and place additional emphasis on protecting patient privacy
during every aspect of the clinical processes. Save as required by applicable

laws and regulations, patient information can only be released with consent.

Each of the Group's hospitals has an information technology department
responsible for reviewing and implementing data protection measures in
accordance with relevant laws and regulations. The hospitals' resources that
store and manage patient data are physically disconnected from internet
access points to prevent external leakage and tempering activities. The
hospitals strictly adhere to grade three security requirements under the
Administrative Measures for the Graded Protection of Information Security.
The hospitals’ network security, system security and database security are
reviewed from time to time and are comprehensively audited at least once

every year to ensure the required standards are met.

The hospitals have formulated policies for privacy data administration
which sets out the overall responsibilities and procedures to ensure that
all users adhere to defined standards. The hospitals have promulgated
internal instructions setting out specific procedures regarding the handling
of documents containing patient data. Staff are also required to observe the
hospitals’ internal instructions on the security of computer systems (including
storage, processing, transmission and management of classified information,
data encryption and physical security of computer systems). Violation of the
above requirements will result in disciplinary actions. The hospitals provide
regular updates and trainings to staff on data protection to cultivate their
data protection awareness. Staff who need to have access to sensitive data
are also required to enter into a confidential undertaking with respect to any
patient data, operational, financial and other sensitive information that they

may CoOmMe across.
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HERERRE

The hospitals implement strong access controls to information. The degree
of access and control the staff has to sensitive information is determined
by reference to the relevance to their role, their post and/or seniority and
is reviewed from time to time. Any unnecessary or obsolete access rights
will be revoked immediately. All network actions are recorded on the
systems and continuously monitored for any irregularity. In the event of an
information security breach, such records will enable the hospitals to carry

out detailed investigations and damage control.

For the year ended 31 December 2016, the Group had, in all material
respects, complied with applicable laws and regulations that have a significant

impact on the Group relating to patient privacy.

Suppliers

The Group's suppliers primarily consist of agents and distributors of
pharmaceuticals, medical consumables and medical equipment. The Group
seeks to manage inventory risks by maintaining adequate inventories and
building strong relationships directly with suppliers. Suppliers are cautiously
selected for quality, reputation, price, product and service offerings and
delivery capability. The Group routinely assesses its suppliers” performance,
credit-worthiness, re-confirm their qualifications (such as GMP and/or GSP
Certificates, where appropriate) and ensure the compliance status and
quality of the supplies. The Group undertakes reasonable due diligence of its

suppliers’ qualifications, including;

. suppliers are required to provide all relevant qualification documents

and licenses for inspection;

. the procurement department is responsible for verifying the
genuineness, validity and scope of the qualification documents and

licenses;
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the qualification documents and licenses will be provided to the
relevant departments, including warehouse, medical equipment
department and pharmacy department for the relevant staff to take

note of the source of the supplies and their qualifications; and

the suppliers shall promptly produce any updates or changes to the

qualification documents and licenses.

The Group has adopted a stringent policy that prohibits suppliers from

contacting and offering rebates to doctors to solicit business. If any supplier is

found to be in violation, the Group will immediately terminate the business

relationship. The Group believes that such practice minimizes the risk of

corrupt practices, thereby safeguarding the quality of the supplies.

The Group has an internal rating system for its suppliers, which can broadly

be classified into:

0

(i

excellent suppliers: the Group should increase purchase volume, and

maintain stable relationship with, these suppliers;

mediocre suppliers: the Group should gradually reduce purchase

volume with, and pay closer scrutiny on, these suppliers; and

poor suppliers: these suppliers are blacklisted and the Group should
no longer purchase from them. These suppliers typically include those
who do not comply with the purchase agreement, have questionable
reputation, always misrepresent the product price, do not deliver the
required quantity at the required time, deliver supplies with inferior

quality, or show no improvement despite repeated warnings.
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The Group recognizes that purchasing products with reduced environmental
and human health impacts is vital to sustainable healthcare. The Group is
exploring various ways to achieve “environmentally preferable purchasing”
("EPP"), an act of purchasing products whose environmental impacts have
been considered and found to be less damaging to the environment and
human health when compared to competing products. EPP may be feasible
to achieve overall cost saving and waste reduction while meeting the needs
of patients. The Group may begin its EPP efforts by starting with a few
carefully targeted purchasing changes, and if feasible, expand the scope of
environmental purchasing to select as many environmentally sound, healthy
and safe products as a hospital can use. The Group believes that EPP may
become an important part of the process toward sustainable operations.
Downstream corrections of environmental or occupational health issues
are generally more costly — in terms of money, labor, technical complexity,
and adverse publicity — than prevention through EPP. By carefully selecting

products, a hospital may achieve:

. a significant reduction in overall impact on the environment, cost
reduction with lower purchase prices or changes that reduce or
eliminate waste disposal, hazardous waste, and/or the need for

worker safety measures;

. a healthier environment for patients and staff through reduced

exposure to hazardous substance; and

. opportunities for positive publicity and promotion.
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Any implementation of EPP is expected to be gradual, and may require
substantial changes to purchasing and clinical configuration of the hospital.
The Group will comprehensively assess the long-term benefits of EPP, clinical

feasibility and business considerations when making any purchasing changes.

In addition to the purchase of pharmaceuticals, medical consumables and
medical equipment, the Group also relies on various vendors for engineering
and renovation services at the hospital premises from time to time. The
Group uses its best efforts to ensure that these vendors are properly
qualified and will take all appropriate measures to protect the environment
both inside and outside the work site and limit harmful effects to the public
and property due to wastes, pollution, noise and other nuisances caused by
the engineering work. These vendors are expected to satisfy the applicable
requirements under the Labor Law of the PRC and the Labor Contract
Law of the PRC and provide the workers with adequate social security and
benefits under the relevant laws. The Group pays close attention on the
engineering work and may from time to time engage third-party supervision
to ensure that the engineering work meets the applicable national

engineering specifications and standards and environmental protection.

Anti-bribery and corruption risks

The PRC government has recently enhanced its anti-bribery efforts to
prevent improper payments and other benefits received by doctors,
staff and hospital administrators in connection with the procurement
of pharmaceutical and medical supplies and the provision of healthcare
services. In addition, Grade A Class Ill hospitals in the PRC, such as the
Group's Kanghua Hospital, are subject to particularly stringent requirements,
including as part of the criteria for such ratings, requiring all such hospitals to
(i) implement internal controls and risk management measures addressing
bribery and corruption risks; and (ii) undergo annual inspections from
relevant regulatory authorities as to their anti-bribery and corruption status.
The Group has implemented the following policies and procedures to

address potential bribery and corruption incidents:
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an anti-bribery function at the Group level led by the chief financial
officer of the Company. This function is in charge of developing
the overall framework of anti-bribery and corruption policies
and procedures and providing guidance and supervision towards
implementing them across every aspect of the Group's operations.
Each of the Group's hospitals will immediately report any suspected
incidents of bribery and corruption to the chief financial officer of
the Company, who will then carry out any further investigations if
necessary and determine the appropriate course of action. From time
to time, the Group provides training to its staff and updates on recent

anti-bribery and corruption issues and practices as they arise;

the Group has in place a robust whistle blower programme accessible
by staff and business partners, including a dedicated hotline and an
email address, to receive reports of alleged corruption on a no-
repercussion basis, with the option of anonymity. The Group has
established a zero-tolerance policy towards staff accepting any form
of bribes. Such policy is included in the staff handbook and code
of conduct. Any of the staff found in breach of anti-bribery and
corruption policy will be dismissed. The Group also takes appropriate
measures to discourage patients from offering any form of payment
or gift to staff for better or priority services, including displaying the

relevant policies and laws in prominent places in the hospital premises;
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the Group has close oversight over every aspect of the procurement
processes. The Group has established a systematic multi-tier approval
process involving various departments, dedicated governance
committees and management for different categories of procurement.
The procurement processes are segregated and no particular
individual or department has excessive authority, control or influence,
thereby minimising the risk of corruption or abuse. Before engaging
in any business relationship with a new supplier, the Group conducts
due diligence to obtain reasonable understanding of its background
and its connection with the Group, including how such supplier
was referred to the Group in the first place. The Group requires
its suppliers to agree to anti-bribery and corruption provisions in
the supply agreements. In particular, suppliers are prohibited from
soliciting business with the hospital staff directly. Any violation will
result in the Group's immediate business termination with such

suppliers; and

as part of the Group's key clinical governance, the Pharmaceutical
Administration and Therapeutics Committee at each of the
Group's hospitals regularly reviews drug prescription patterns. Any
unreasonable or inexplicable irregularities or red flags indicative of a
deliberate attempt to substantially increase the prescription of certain

drugs will be promptly reported and investigated.
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In line with requirements under applicable PRC laws and regulations,
the Group has established a strict “no red packet policy” for medical
professionals not to personally accept any form of payment or advantages
from patients in retum for more favourable treatments. The Group requires
all healthcare professionals to report to management of all instances of red
packets offered by patients. The table below sets forth the number and
monetary amount of red packets rejected by the healthcare professionals for

the years indicated:

Environmental, Social and Governance Report
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REERFEERIEROATE - AKER
REMNEBABHEBEENHERAER
K THELTUREERBBRE/ENE
B EO AR ANTIELLT R - AEE
REMBEBBABANEEERSBERH
AEN—IER - TRIIIFRFERIE
BABBUMABHE LR

Change 2016 2015

& —E-KE —T-RF

Number of red packets rejected BRAIBEE -17.7% 205 249
Total monetary amount involved (RMB)  FT# &R (ARE L) -20.8% 139,730 176410

For the year ended 31 December 2016, the Group had, in all material
respects, complied with applicable laws and regulations that have a significant

impact on the Group relating to bribery and corruption.

COMMUNITY BENEFIT PROGRAMMES

As encompassed in the motto “Empathic ® Virtuous Medical Practice” (& 4 &
2 ¢ BEHE), the Group regards social contribution as one of its core values.
The Group prides itself on being a socially responsible private hospital operator.
The Group demonstrates its commitment to community service through organized
and sustainable community benefit programmes primarily providing: (i) free and
discounted care to those unable to afford healthcare; and (i) services or education
designed to improve community health and increase access to healthcare. These

programmes are purposely designed to create meaningful impact by responding to

identified community needs, as opposed to being random acts of kindness.

BE-E-AETZAST-BLEE &
£ERRASRBIOFEEANE - o
FORBER BRI -

5. HERAE
BOEFOREREEERS B
HEIMESE AKERHEERME
REZLEERZ - AKBEUER
HHeREMREBRESEMMED
BR - AKEEBAAMNETREN
HERMAARIRERRY T2
RENRENINBEREROREIRE
HeBEMEBERERS © K& ()EEX
E AL 2 R N 0 08 B B A0 BR 7S 3
HE - ZEHENRFENERRR
RHPERERMIFEETERE
REAERNTE -



Environmental, Social and Governance Report
RiIE - HERERES

The Group has implemented a comprehensive framework for planning, delivering

and reporting its community benefit efforts, including the following elements:

sustainable infrastructure — the Groups has fostered a culture that supports
its community benefit initiatives and has in place operational elements that
sustain the community benefit programmes, such as clinical resources, staff,

budget and supporting policies and procedures;

plan for community benefit — through regular communication with public
health organizations and the community, the Group continuously assesses
and prioritizes community health needs and develops community benefit

programmes accordingly;

account for community benefit — the Group has established effective
administrative and accounting processes to account for and report

community benefit to its stakeholders; and

evaluate community benefit programmes — the Group assesses the quality,

effectiveness and impact of the relevant programmes and activities.
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In 2016, the Group organized numerous volunteer programmes and free clinics,
with a focus primarily on children and elderly people with limited health awareness
and/or access to affordable and adequate healthcare. The free clinics also
penetrated remote areas where basic healthcare resources are scarce. The table

below sets forth certain data of the Group's community benefit efforts for the years

indicated:
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Change 2016 2015
& —B-AE —E-AF
Volunteer activities BRRTED
Number of volunteer activities ELEHH +60.3% 319 199
Number of staff participants ZBEBT AR +92.3% 602 313
Total number of volunteer man-hours LERTEPABREH +56.0% 3,352 2,149
Free clinics REEY
Number of free clinics REEYRE +75.1% 310 177
Number of staff participants ZBBET AR +1254% 604 268
Estimated number of patients served P AR B & fh 5T AR +65.3% 12,802 7,744
Total number of free clinic man-hours REEYRITK +106.7% 2,282 1,104
Total amount of compensation provided R2EEESDH
to staff for participating in free clinics 8 TR {0 R
(RMB) BE(AR®BT) +241.2% 30,200 8,850
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THE STOCK EXCHANGE'S ENVIRONMENTAL, SOCIAL AND BIX(RE tERERBEE
GOVERNANCE REPORTING GUIDE CONTENT INDEX S| ))er‘-g?,l
Environmental A RiE
KPI
BEEN
EE
Aspect Al: Emissions
BEAI : HE
Types of emissions and respective The Group's hospital operations are not a significant source of Al
emissions data greenhouse gas emission Al2
B LA R AEEN B EL VIR ERBHRNEARR
Greenhouse gas emission in total
RERBAKNE
Total hazardous and non-hazardous Wastewaters produced: 358,743 tons (2015: 344,655 tons) Al3
waste produced and intensity FTEEAERE/K : 358,743 ( =T — A F : 344,655M) Al4

ELRENBERZNBERTE

Measures to mitigate emissions and

results achieved

BEHE R E MBI KSR R

Hazardous solid wastes produced: 365,880kg (2015: 307,636kg)
FELBZERERY 36588087

(ZZ—H%F : 307636 2fT)

Domestic wastes produced: 1,825,000kg (2015: 1,754,500kg)
FRELSSIEERY ¢ 1825000 3T

(ZZ—H%F : 17545002 /T)

The Group's hospital operations are not AlS

a significant source of greenhouse gas emission
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KPI
BREN
BE
Description of how hazardous and Handling Al6
non-hazardous wastes are handled, B

reduction initiatives and results achieved
MEEEERBEERENN L
REELEENERRABRER

Wasterwaters and hazardous solid wastes: handled by qualified

contractors licensed by environmental authorities

BKREEERERY - HERRAPIFINSER

EEERE

Domestic wastes: handled by eligible

contractors ti

hrough tendering

HRERY) AT ENARABREERE

Redluction initiatives

REELE

GOk TEpii

Domestic wastes: segregation and recycling; promoting staff

awareness and paper-less office initiatives; reuse of

components in decommissioned equipment and fumniture

HEBEEY  nBEREY  REETEZRNERR AR
BRENBREREREENAMT

Wastewaters and hazardous wastes: production of these wastes

is integral to clinical activities and maintaining a high clinical

standard and environment sanitation. The Group currently

considers it is not feasible to reduce the production of these

wastes without compromising clinical standards,

which are of

overriding importance

BKREERRY  #T2BRTIELESELREREY

RARBRERTERRBHLRE - AEEB RS

SEEEY
ERER

KEET#ETD

» BURPEY AV E AT

FIRET - M2REE



Environmental, Social and Governance Report

RiE 8 RERES

KPI
BREN
ER
Aspect A2: Use of Resources
BEA2: §REA
Direct and/or indirect energy consumption Electricity: 29,087,860 kw/hr (2015: 27,014,975 kw/hr) A2l
by type T 129087860 TR (ZT—HF : 27014975 TELE)
RENBHNER R IREERER
Water consumption in total Water consumption: 836,998 tons (2015: 619,966 tons) A22
WEKE FEKE 836998 ME(ZF—HF 1 619,966 M)
Energy use efficiency initiatives Efficiency improving initiatives A23
and results achieved Wz teHatdl A24

REREE AR aT 8 A B AR

Use of energy efficient light source, water heating,
air-conditioning and equipment; staff awareness; regular audit

of energy usage and inspection of energy demanding processes
EREAEAIR - KB - EHRRE  RRETER
EHERZERER BB RRFRIEF

Results achieved

Pz R

Energy consumption per gross floor area was increased by 2.4%
despite 16.6% growth in revenue and strong business growth
BEEERARREEEM24%  MKEER 166% A
EBRERY

The Group will continue to monitor the effectiveness

of the initiatives on a long term basis
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RIR - HERERKRE

KPI
BREN
EE
Water efficiency improving initiatives Efficiency improving initiatives
and results achieved W teH i1 8l
R ARG AT 8 R AT ERR Leak detection and repair; use of efficient and low flow plumbing
fixtures; motion sensor-activated faucets and flow control,
waterless medical vacuum pumps; use full loads in sanitizers,
sterilisers and laundry washing machines
BRRANEE  FRARH  BREEEBR
BERREKERR TSR  BREKEES
EmEBERESSR  RER IR
Results achieved
FrigfR
Water consumption increased significantly in 2016 due to
leakage in an underground pipe. The Group will continue to
monitor the effectiveness of the initiatives on a long term basis
FRBR T —ANFARE L REN T EENRIFAN
AEEBERERPEZE BN
Total packaging material used The Group's hospital operations do not involve significant use A25
for finished products of packaging materials
HEmAABEMHNEE AEENBLREEL NS RAEERBEENF
Aspect A3: The Environment and Natural Resources
BEA3: RERAARER
The significant impacts of activities on the The Group had no significant impact on the environment A3l

environment and natural resources

and the actions taken to manage them

EHRDHRBERARERNEATER

ERREREHETENTD

and natural resources during 2016

AEER - R"FHRENARERLEEATE
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RiE 8 RERES

Social B-#HE
KPI
Employment and Labour Practices BREN
ERRETHA i
Aspect Bl: Employment
EEBI : &R
Total workforce by gender, As of 31 December 2016: BI.I
employment type, BE-Z—XR"§+T-A=+—8:
age group and geographical region
WL - BERL - FiRER Total of number of staff of the Group: 2,448 (2015: 2,538)
L& % Pabol -3 St 2y AEENETAY 2448 A(ZT—HF 1 2538 A)
— by nature of work
—RIFHEESED
Doctors: 694 (2015: 597)
BE6AA(ZE-RF 1 597A)
Other medical, administrative and support staff: 1,754 (2015: 1,941)
HinE %  TRESEOET « 1754 A
(ZZ—HF: 1941 A)
— by gender
—RIERIE S
Male: 778 (2015: 815)
S 778 A(ZE—HF : 8I5A)
Female: 1,670 (2015: 1,723)
T 1L67T0AN(ZF—HF 1 1723A)
Employee attrition rate Attrition rate: 34.2% (2015: 27.4%) Bl2

EERALE

AR R 1 342%( —F—HRF : 274%)
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RIR - HERERKRE

KPI

Employment and Labour Practices RREN
ERREIER ER
Aspect B2: Health and Safety
EEB2: REEZ2
Relating to providing In2016: B2

a safe working environment —E-RF

and protecting employees Number of staff contacting infections due to occupation: O

from occupational hazards (2015: 0)

ARREELZ2TERSE
FRERERCBENRE

FBEEBRANETHE - OA(ZE—RF : 0A)

Number of staff deaths: 0 (2015: 0)
BTRTHE : OA(ZT—RF : 0A)

Number of staff disabilities due to occupation: | (2015: 0)
FEEREANETIHE | A(ZE—HF 0A)

Number of man-days lost due to occupation
related injuries or illness: 15.5 (2015: 365.0)
AREERGEEIRRERN THERTRE -
I55R(ZF—HF : 3650K)

Health and safety measures adopted:

ERMIIEREL 2

Regular audit and inspection of operating premises;
EHER R BEL SR

proactive risk reporting culture among staff;
EETIRFREIBRESE

continuous leaming from health and safety incidents and
improvement of processes;
RENRREZ2ENFEELRYNERFT
regular staff health and exposure assessment;
EHETT B TR RE T

provision of adequate protective gears;

Rt HNER

third party inspection and assessment; and
F=TRERFE R

adequate support to handle incidents of medical violence

BTRAIFARERERZNEMN
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KPI
Employment and Labour Practices RREAN
ERREIER ER
Aspect B3: Development and Training
FEEB3 : HEREH
Policies on improving In2016: B3

employees' knowledge and

skills for discharging duties at work
BRRITEEET TIEBE R ANE

ST )

Description of training activities

RIS VAR

“E-REF

Number of participants in training and development
programmes: 21,453 (2015: 19,930)
SMEYIRERBEENEIAR

20453 A(Z2—0%F 1 19930A)

Total number of training man-hours: 179,011 (2015: 127,106)
HAIRTE 179011 /E(ZF—FF : 127,106/)E)

The Group has a comprehensive Continuing Education and

Training Management Policy

AEERBE2ANEEHE HINEENE

Training activities include training on clinical skills; nursing and
patient caretaking skills; and comprehensive training on staff
management capability, cultural values and technical skills
BEE B IARARIEE - WA TR
URHETERREN - XEEERMRENZEE
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RE  #HERERESE

KPI
Employment and Labour Practices RREAN
RRRSTHHR iR
Aspect B4: Labour Standards
EEB4: BTER
Employment practices to avoid child The Group stringently complies with all national and local laws, B4.1
and forced labour including the Labor Law of the PRC and the Labor Contract
By 1L E T k5a i85 TH) R 1E A Law of the PRC;
AREERET VBRI TER B
(REARAMBELEEEZ)M(PEARKMESEHERE)
The Group conducts background checks and reasonable due
diligence on job applicants; and
AEEHBUAFTAETERBELAEEREFL M
labour unions are established to protect the rights and interests
of staff
RUTEUREE THEN RN
Steps taken to eliminate such During 2016, the Group had no non-compliance in this respect B4.2
practices when discovered RZZE—RF  AEEYELFENTEHRER
EERERBREERERABR
FEREREN 5 5
Aspect B5: Supply Chain Management
EmBS : HEREE
Policies on managing environmental The Group does not have a supply chain business B5

and social risks of the supply chain

B HEERNRIE MM G RBRER

AEEYEREHERER

It has a stringent criteria in selecting suppliers and conducts
reasonable due diligence to ensure that its suppliers

are appropriately qualified and licensed
HEMERER I ARABRBEELETAEERES
DGR EEESEENERKER

The Group will continuously assess the feasibility

of “environmentally preferable purchasing” (EPP)

AL E R A RIRKE (EPP) MAITTIE
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KPI
Employment and Labour Practices BREN
BRREIESR ER
Aspect Bé: Product Responsibility
BEBe : EmEIE
Percentage of total products sold Not applicable to the Group's hospital operations Bé. |
or shipped subject to recalls THEARKEEN B2 E
for safety and health reasons
EEXDERERBHETALEERERER
LZElEb Gol=payse
Number of products and service related In2016: B6.2
complaints received and —E-RF
how they are dealt with Number of critical complains: 26 (2015: 21)
REBNERMRBNRFHA BERFHAE  260R(ZF—RF 1 21R)
DA R RE % 775
Number of regular complaints: 134 (2015: 191)
KEEFEE  14R(ZF—0F : 191K)
Number of immaterial complaints: 455 (2015: 489)
O EE 455 R(ZF—HF : 489K)
The Group's hospitals have a comprehensive complaint
management system. In 2016, most of the complaints were
resolved amicably with only a few of them escalated
into medical disputes.
AEENBRRAZENTRERRG - — 1%
RBARFCEME - EF LB RRBEMY -
Practices relating to observing and The Group's hospital operations do not involve a significant B6.3

protecting intellectual property rights
B MR ABEEE BOED

degree of intellectual property rights
ARERNERSEYE Y RERIZENOMBERE
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Employment and Labour Practices

BREEIER

Quality assurance process

and recall procedures

EERTHBERERBKER

Consumer data protection
and privacy policies, how they are

implemented and monitored

HEBEERRERALBRE
REFTTE -

AR AREE AT

The Group's hospitals have a comprehensive service quality
management system consisting of structure, process and
outcome. It has a wide scope covering every aspect of
operations. Dedicated customer service department collects and
gauges patient feedback and ensures that patient experience

is positive through proactive outreach

and responsive communication.

AEENBRRABRERE  BFMEREANZE RS
HEEEAR HEEREME RELENSEIT -
EEEPRBHBAKERTERERE WA BTHNR
R A REREE R RIFER -

Patient medical records are kept in strict compliance with

applicable laws and regulations. The Group has stringent

protocols on accessing these records. The medical administration
department is responsible for overseeing and auditing

medical records management.
BEBRCEDERETERERERRRT - NEER
BRZELHENBRAE BEHEEERRERERLE
B o

The Group hospitals maintain a certain level of information

securnity infrastructure and implement strong access controls to
information. Regular audits on the infrastructure are carried

out to ensure relevant standards are met.

AEEBRAERS— mkrm1 B% 2 B R M N E i 4R E
BRHBREH - BeUARREETERERAERTE
HERE -

Staff are trained to be vigilant and sensitive about patient privacy.
Policies and guidelines are implemented to create working
processes that safeguard patient privacy.
BIEEIAHBERILRFE G LG - C B
EalUBR U REEERILBIIERE -

BR R
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KPI
Employment and Labour Practices BREN
BRREIESR ER
Aspect B7: Anti-corruption
BEB7: RES
Policies and compliance with relevant laws Policies and procedures include: B/

and regulations that have
a significant impact on
the issuer relating to bribery, extortion,

fraud and money laundering

AR LR - BR - MEFRARENBR
FETHETABEATENHEEARE
FARBI

anti-bribery function at Group level;

whistle blower programmes;

close oversight over procurement processes;
drug prescription patterns; and

no red packet policy

BELEFBE

AL BB 3 RAE -
BRHE
BYERRERE
ZYEEN R
BERABBR
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KPI

Employment and Labour Practices BREN
BRREIESR BE
Aspect B8: Community Investment
EmEBS: HERE
Focus areas of contribution In 2016, the Group organized numerous volunteer programmes B8.I
EIEREE and free clinics, with a focus primarily on children and elderly

people with limited health awareness and/or access to affordable

and adequate healthcare. The free clinics also penetrated remote

areas where basic healthcare resources are scarce.

—TRF - AREBARE R %I%F&ﬁ &5

TRETRREEERRER SBAESTAER

RABBRRBNZEREA - %ﬁayﬁx B|E

BRARBRORELRE -
Resources contributed In2016: B8.2
FPAER “T-RF

Number of volunteer man-hours: 3,352 (2015: 2,149)
SEETEYHASRE : 3352/ MF(ZF—1F : 2,149/)\8)

Number of free clinic man-hours: 2,282 (2015: 1,104)
REEDIKREE 2280/ \K(ZF—HF : |,104/K)

Total amount of compensation provided to staff

for participating in free clinics: RMB30,200 (2015: RMB8,850)
M2EPESDH B TIRHMREN A

AR® 302007 (=B —HF : AR¥88507T)
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