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DEFINITIONS

"2024 AGM”

“Ansteel General Hospital”

“Articles”
“Audit Committee”

“Board” or “Board of
Directors”

“CG Code”

“CITIC Capital”

“CITIC Capital (Tianjin)"

"CITIC CPL"

“CNTIC"

“Companies Ordinance”

“Company” or “Universal
Medical”

"“CULC”

"Director(s)”

the annual general meeting of the Company to be held in 2024

Ansteel Group General Hospital (¥zili£c /&~ R4 EF3), a leading Grade Il
Class A general hospital in Anshan City, Liaoning Province, the PRC

the articles of association of the Company
the audit committee of the Board

the board of Directors

the “Corporate Governance Code” contained in Appendix C1 (formerly
Appendix 14) to the Listing Rules

CITIC Capital Holdings Limited
CITIC Capital Equity Investment (Tianjin) Corporation Limited ({5 & A% #
KERR)RMDER QT

CITIC Capital Partners Limited

China National Technical Import & Export Corporation (47 B £ 17 # H O
£EABR A, a company incorporated in the PRC and a wholly-owned
subsidiary of GT-PRC

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong, which
has become effective from 3 March 2014), as amended, supplemented or
otherwise modified from time to time

Genertec Universal Medical Group Company Limited GBEFIRIKEEEEE
R 2 7R]) (formerly known as Universal Medical Financial & Technical Advisory
Services Company Limited (RIKEE ¢ mER T Z AR AR A7), Universal
Medical Services & Health Management Company Limited GREKEZE RIS A
FR/A&]) and Universal International Leasing Co., Limited GREREEHEGRE
2 A])), a company incorporated with limited liability under the laws of Hong
Kong on 19 April 2012

China Universal Leasing Co., Ltd. (FEIIRIKFAEHFRR A F]), a wholly foreign-
owned enterprise incorporated in China on 1 November 1984 and a wholly-

owned subsidiary of the Company

the director(s) of the Company

Genertec Universal Medical Group Company Limited



“Evergreen”

"ESG”

“Genertec Minmetals”

"GFOUp", “we" or “us”

"GT-HK”

"GT-PRC”

“GT-PRC Finance”

"GT-GMMT"

"GUHID"

"HKD"

“Hong Kong”

“Hospital Investment

Co., Ltd”

“Liaoning Xingye"

“Listing Rules”

DEFINITIONS

Evergreen021 Co., Ltd, a company incorporated under the laws of the
British Virgin Islands on 14 August 2014 with limited liability

environmental, social and governance

Genertec Minmetals Hospital Management (Beijing) Company Limited (3
TEEREREIER)ERAA)

the Company and its subsidiaries

Genertec Hong Kong International Capital Limited (R ET%EEE BB
EARBFR/AT]), a company incorporated under the laws of Hong Kong on
24 March 1994 with limited liability, an indirect wholly-owned subsidiary of
GT-PRC, and one of the controlling shareholders of the Company

China General Technology (Group) Holding Company Limited (7 B3 A $ 1i7
(EEERAMRE T A T), which is a state-owned enterprise under the direct
administration of the PRC central government, the ultimate controlling
shareholder of the Company

Genertec Finance Co., Ltd GBRARMEEMBEREE AR, a company
established in the PRC and held by GT-PRC and CNTIC as to 95% and 5%,
respectively

Genertec Technology Group Medical Management Technology Co., Ltd. (i@
AT EEEEEERHEERAT]), a company established in the PRC

Genertec Universal Healthcare Industry Development (Tianjin) Co., Ltd. (3B
IRMEREEZERKE)AMR AT, a limited liability company incorporated
in the PRC and a wholly owned subsidiary of the Company

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s Republic of
China

Genertec Universal Hospital Investment & Management (Tianjin) Co., Ltd. (&
FAIRBREE PR 1L B B 1B (RK)E) AR A A)), previously known as Wiseman Hospital
Investment Management (Tianjin) Co., Ltd. (MEBERERKEER(KE)E
[R2 7)), a wholly-owned subsidiary of the Company established in the PRC
in 2015

Liaoning Xingye Pharmaceutical Co., Ltd. (EE B2 EEER N\ 7)), a limited
liability company incorporated in the PRC and a subsidiary of the Company

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, as amended or supplemented from time to time

2023 Annual Report
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DEFINITIONS

“Million Surplus
Developments”

“Minmetals Shareholders”

“Model Code”

“Nomination Committee”

"PRC"” or “China”

“Prospectus”

“Remuneration Committee”

“Risk Control Committee”
“"RMB”

“Securities Dealing Code”

“Share(s)”
“Shareholder(s)”
“Share Option Scheme”
“Stock Exchange”
“Strategy Committee”
“TCM”

"uUsb”

“Xinxing Construction”

"Zhongxing Hospital”

u%u

Million Surplus Developments Limited (B & 2 & & [R 2 &), a company
incorporated in the British Virgin Islands with limited liability

Certain subsidiaries of China Minmetals Corporation (7B g5 E A R A 7))

the Model Code for Securities Transactions by Directors of Listed Issuers
contained in Appendix C3 (formerly Appendix 10) to the Listing Rules

the nomination committee of the Board

The People’s Republic of China, for the purpose of this report, excluding
Hong Kong, Macau and Taiwan

the prospectus issued by the Company on 24 June 2015
the remuneration committee of the Board

the risk control committee of the Board

Renminbi, the lawful currency of the PRC

the Company’s own code of conduct regarding directors’ and employees’
dealings in the Company’s securities

ordinary share(s) in the share capital of the Company

holder(s) of Shares

the share option scheme adopted by the Company on 31 December 2019
The Stock Exchange of Hong Kong Limited

the strategy committee of the Board

traditional chinese medicine

United States dollars, the lawful currency of the United States

China Xinxing Construction & Development Co., Ltd. (F B8 %7 832 2% 9 3%
BREMT AR, a state-owned enterprise which is ultimately beneficially

owned by GT-PRC

Beijing Zhongxing Hospital of China Xinxing Construction & Development
Co., Ltd. (PEIFTEERFAEAREMEL AL R BEERT)

per cent

Genertec Universal Medical Group Company Limited



COMPANY PROFILE

Genertec Universal Medical Group Company Limited GBFRIREKEEEBE B R A F]) (“Universal Medical”) is
controlled by a central state-owned enterprise and listed on the Stock Exchange in July 2015 (stock code:
2666) with focus on healthcare industry. China General Technology (Group) Holding Company Limited (-2
B3 R R T (2 E)IE R B PR E XA 7)), the controlling shareholder of the Company, is a backbone state-
owned enterprise under direct administration of the PRC central government.

Universal Medical has been fully engaged in China’s fast-growing medical and healthcare industry for
years. Leveraging core competencies in modern managerial idea, professional talent team, quality medical
resources, diversified financial strength as well as inclusive and enterprising corporate culture, we strive to
build up a trustworthy healthcare conglomerate focusing on medical services and supported by financial
services so as to gradually build a shared and win-win healthcare industrial ecosystem.

“Safequarding Health and Wellness through Quality Healthcare” is the business mission we always
implement. We give full play to the advantages of central state-owned enterprises in running medical
care, and provide people with quality medical services which are safe, effective, accessible, and
humanistic. Now we have 67 medical institutions distributed in 14 provinces and municipalities covering
Shaanxi, Shanxi, Sichuan, Liaoning, Anhui, Hebei, Beijing and Shanghai. Among these institutions, there
are five Grade Il Class A hospitals and 32 Grade Il hospitals, with a capacity of over 16,000 beds in total.

In the future, Universal Medical will firmly grasp the good opportunity of China’s medical healthcare

industry, actively respond to the “Healthy China” strategy, and industriously contribute the strength of
central state-owned enterprises to China’s healthcare undertakings.

2023 Annual Report
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STATEMENT FROM THE CHAIRWOMAN OF THE BOARD

Dear Shareholders,

Time forcefully engraved our firm steps forging ahead. In the past year, under the strong leadership of the
Party Central Committee with Comrade Xi Jinping at its core, we achieved a smooth transition in our COVID-19
response efforts across the country. We accomplished the main targets and tasks for economic and social
development and made steady progress in pursuing high-quality development. Having weathered the storm,
the Chinese economy is more resilient and dynamic than before. Faced with internal and external opportunities
and challenges, Universal Medical maintained strategic focus, proactively served for and integrated into the
new development pattern, and made steady progress in promoting the high-quality development of central
state-owned enterprises in running medical care and integration of industry and finance, striving to realize
our own value in serving the people’s needs for a better life. In 2023, the Company recorded a revenue
of RMB13,650 million, representing a year-on-year increase of 13.1%, a net profit of RMB2,199 million,
representing a year-on-year increase of 5.4%, and a return on total assets (ROA) of 2.8% and a return
on equity attributable to ordinary shareholders (ROE) of 13.63% respectively. The healthcare business in
particular achieved remarkable results, with its contribution to the total revenue keeping increasing, and the
net profit attributable to ordinary equity holders increasing by 45.8%. The indicators of our income and the
assets conditions have demonstrated steady and excellent performance, and our principal business made
steady progress in growth while ensuring stability, delivering an inspiring answer sheet for development.

In 2023, we scaled new heights with tenacity and persistence. Sticking to strategic goals and focusing
on value creation, we pushed forward the implementation of various tasks with unwavering determination
and courage to win and scored new achievements in the development of principal business. In terms of our
finance business, insisting on the functional positioning of serving the real economy and the development of
our principal business, we continued to strengthen the foundation, adjust the structure, eliminate risks, and
intensify and refine our efforts to further optimize our business structure in close alignment with customer
needs. As a result, our key operation indicators such as asset quality, profitability and so on remained at a
leading position in the industry, and the integration of industry and finance achieved new breakthroughs,
thus consolidating the foundations for high-quality development. As for the integrated healthcare sector,
focusing on meeting the multi-level and diversified medical and health needs of the people, we continued to
strengthen the internal strength and improve quality and efficiency, fully implement the goal of “comfortable
environment, top-notch services, advanced technology, and efficient operation”. We recorded steady
improvement in the “national appraisal” scores of our hospitals, made new achievements in the construction
of provincial and municipal key specialties, and accomplished the gradual improvement of refined operation
and management system. With the significant improvement of environment and services and the steady rise
of employee remunerations, the development model of central SOE in running medical care conglomerate
was gradually maturing through successful field tests. We achieved major breakthroughs in the specialties
and industry layout, and made remarkable progress in core capacity improvement of life cycle management
of medical equipment business, becoming the industry leader in the segmented market; we expedited the
external expansion trend of nephrology, oncology, ophthalmology, made solid progress in the exploration
of operation system and model for TCM and rehabilitation, piloted trials of smart medical care and home
care, and speeded up the construction of a shared and win-win health industry ecosystem.

2023 Annual Report



10

STATEMENT FROM THE CHAIRWOMAN OF THE BOARD

In 2023, we gathered strength and rallied momentum for innovations. Always taking digitalization
as an important driving force for innovation and development, we unswervingly promoted our
digital transformation. We adhered to the standardized and integrated hospital core system construction,
acted as a first-tier player for the building of smart hospitals; we realized gradual improvement of the data
middle-end functions with the further expansion of data coverage, enabled the interconnection of medical
and healthcare data across institutions and scenarios between doctors and patients; the service model of
the Internet health platform has been further improved, achieving a patient-centered, diversified and multi-
scenario health service model combining the intelligent medical diagnosis and treatment in the hospital and
health management outside the hospital. After years of continuous efforts, we already have the environment
and foundation for the sound development of digitalization. By integrating premium resources and
deepening industry layout, we are nurturing and strengthening new drivers of growth. We continued
to strengthen the integration of high-quality internal and external resources, actively supported the growth
of specialty disciplines and industry units, and speeded up efforts to build up the second growth curve
for our Company. Among them, the life cycle management of medical equipment business has achieved
leapfrog development, we successfully merged and acquired industry-leading enterprises, quickly completed
business and management integration, and achieved a significant increase in maintenance revenue and
profits by serving over 700 customers. Genertec Universal Medical Technology Services (Tianjin) Co., Ltd.
has obtained the national high-tech enterprise certification and passed various qualification certifications
such as technology-based small and medium-sized enterprises (SMEs) and young-eagle enterprises, and
has established cooperation with more than 10 internationally renowned manufacturers to provide strong
support for technological innovations. The core competitiveness of “efficient operations + specialized and
refinement technology” continued to emerge. Kept deepening reforms, innovating mechanisms, and
continuously improving management efficiency. We pushed forward the implementation of key tasks
in the new round of state-owned enterprise reform, further unleashed the driving forces for high-quality
development; we completed the implementation of six sets of regional integration plans to exert greater
value through win-win collaboration; proactively implemented the Work Plan for Improving the Quality of
Listed Companies Controlled by Central Enterprises and relevant requirements of the State-owned Assets
Supervision and Administration Commission of the State Council, incorporated market value management
into the long-term development strategy to improve core competitiveness, and promoted the common
growth of intrinsic value and market value.

Genertec Universal Medical Group Company Limited



STATEMENT FROM THE CHAIRWOMAN OF THE BOARD

In 2023, we stayed committed to our original aspiration and pursued the goodness. \We carried out
themed educational activities on studying and implementing Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era in a deep-going way, enhanced cohesion and forged solidarity through studying
and understanding these theories, made progress and achievements with concrete and hard-working efforts,
and ensured high-quality development under the guidance of high-quality party building. Insisting on putting
people and life first, we delivered medicine and healthcare services to grass-root people in villages, campuses,
enterprises and communities; we dispatched batches of doctors and nurses to Xinjiang, Tibet and countries
along the Belt and Road Initiatives (BRI) to implement “Genertec health, kindness-oriented, quality of
Central SOE” with solid actions. We engaged in public welfare activities to demonstrate our commitment to
fulfilling social responsibilities as a central state-owned enterprise. Xinyan Charity Fund has helped thousands
of patients in difficulties from Northeast China, Northwest China, northern Jiangsu province, Panzhihua-
Xichang area and other areas to access medical resources in urgent need. We innovated financial services
to promote green transformation, and granted multiple ESG loans and green loans in an effort to facilitate
the fulfillment of China’s carbon peak and carbon neutrality commitments and sustainable development of
economy and society. In addition, we made concrete efforts to work on important ESG issues such as carbon
emission reduction, climate change, rural vitalization, employee care, and modern corporate governance,
and accumulated rich field experiences in pursuing sustainable development.

2024 marks the 75th anniversary of the founding of the People’s Republic of China. It is a critical year for
the comprehensive implementation of the “14th Five-Year Plan” and also an important year for Universal
Medical to deepen reform and innovation and build a stronger and better healthcare conglomerate. We
will focus on strengthening core functions, improving core competitiveness, and better playing the “three
roles” (i.e. scientific and technological innovation, industrial control, and security support), and continuously
promote the implementation of the overall corporate development strategy based on value creation.
Focusing on stabilizing operations, adjusting structure, and controlling risks, we will fully leverage on our
advantages in medical resources and equipment management capabilities to provide customers with one-
stop financial solutions such as “finance lease + procurement management”, contributing to pursuing
high-quality development of the integration of industry and finance. Further advancing group management,
digital empowerment, and coordinated development, we will adopt more precise and powerful targeted
measures to achieve continuous improvement of the development capabilities of medical institutions, and
build new advantages for central state-owned enterprises in running medical care. Continuously pooling
resources, strengthening capabilities and building up systems, we will combine endogenous development
and extensional expansion, and build replicable operational capabilities and influential professional industry
brand of specialties. We will further implement actions for deepening and upgrading reforms, push forward
the modernization of the corporate governance system and capabilities, and fully unleash the motivation
and vitality to pursue development endeavors.

The arduous journey leads to unlimited awesome scenery and a willing heart makes possible a promising
future. Embarking on the new journey full of glory and dreams, Universal Medical will continue to uphold
fundamental principles and break new ground, stand on solid ground, seize every minute to take actions,
and strive to achieve higher quality, more efficient and more sustainable development. We will make greater
contributions to serving Healthy China and real economy, giving back to support and trust from customers,
shareholders, investors and local communities with concrete actions.

e

Peng Jiahong

Genertec Universal Medical Group Company Limited
Chairwoman of the Board, Executive Director

2023 Annual Report
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PERFORMANCE OVERVIEW

For the year ended 31 December
2023 20227 2021 2020 2019

RMB'000 RMB'000 RMB’000 RMB'000 RMB'000

Operating Results

Income 13,650,203 12,073,172 9,914,273 8,521,238 6,815,587
Healthcare business income™"? 7,832,842 6,372,252 4,608,377 3,623,001 2,046,942
Finance business income™2 5,882,032 5,721,203 5,307,546 4,899,669 4,768,645

Cost of sales (9,078,344) (7,578,878) (5,714,834) (4,967,263) (3,636,505)
Cost of healthcare business™ (6,763,527)  (5,581,491)  (4,022,583)  (3,243,661)  (1,757,074)
Cost of finance business™ (2,576,827)  (2,212,900)  (1,829,066)  (1,840,231)  (1,926,405)

Profit before tax 2,866,213 2,703,274 2,691,808 2,365,014 2,211,859

Profit for the year 2,199,072 2,085,948 2,030,469 1,813,910 1,634,392

Profit for the year attributable to owners of
the parent 2,020,918 1,888,417 1,835,233 1,647,537 1,488,736

Basic earnings per share (RMB) 1.07 1.00 0.99 0.96 0.87

Diluted earnings per share (RMB)* 0.99 0.93 0.91 0.96 0.87

Profitability Indicators

Return on total assets™ 2.80% 2.84% 3.09% 3.04% 3.11%
Return on equity® 13.63% 13.95% 15.37% 16.26% 16.65%
Net interest margin® 3.16% 3.67% 4.40% 4.27% 3.79%
Net interest spread® 2.64% 3.24% 3.91% 3.72% 3.28%

*
1

After taxes and surcharges
Before inter-segment offset

The potential dilutive shares of the Company include the shares to be issued under the share option scheme and

the shares convertible from the convertible bonds

The Company adjusted the relevant financial statements for the year of 2022 retrospectively due to the business

combinations under common control
Return on total assets = profit for the year/average balance of assets at the beginning and end of the year;

Return on equity = profit for the year attributable to owners of the parent/average balance of equity attributable
to owners of the parent at the beginning and end of the year;

Net interest margin = net interest income/average balance of interest-earning assets;

Net interest spread = average yield of interest-earning assets — average cost rate of interest-bearing liabilities.
Average balance of interest-earning assets is calculated based on the average balance of net lease receivables
and factoring receivables before provision as at each month end within the reporting period; average balance
of interest-bearing liabilities is calculated based on the average balance of bank and other borrowings and lease

deposits as at each month end within the reporting period.

Genertec Universal Medical Group Company Limited



Assets and Liabilities

31 December

2023
RMB'000

31 December
2022
RMB’000

PERFORMANCE OVERVIEW

31 December
2021
RMB'000

31 December
2020
RMB’000

31 December
PAKS)
RMB'000

Total assets 80,344,744 76,980,328 69,899,801 61,511,013 57,852,542
Net interest-earning assets 67,348,585 65,233,831 61,127,607 54,650,222 49,785,639
Total liabilities 59,976,786 57,259,507 52,276,546 46,545,678 44,405,334
Interest-bearing bank and other borrowings 47,649,600 46,911,383 44,172,571 39,981,341 38,002,843
Total equity 20,367,958 19,720,821 17,623,255 14,965,335 13,447,208
Equity attributable to owners of the parent 15,677,741 13,980,382 13,103,989 10,770,514 9,489,304
Net assets per share (RMB) 8.29 7.39 7.05 6.28 5.53
Financial Indicators
Debt ratio" 74.65% 74.38% 74.79% 75.67% 76.76%
Gearing ratio? 2.34 2.38 2.51 2.67 2.83
Current ratio® 1.02 1.06 1.33 0.94 1.10
Asset Quality
Non-performing assets ratio 0.98% 0.99% 0.98% 1.00% 0.90%
Provision coverage ratio® 284.55% 263.11% 238.29% 205.52% 198.46%
Write-off of non-performing assets ratio® 0.00% 7.00% 0.00% 9.34% 0.00%
Ratio of overdue interest-earning assets
(over 30 days)” 0.89% 0.86% 0.76% 0.94% 0.84%

M Debt ratio = total liabilities/total assets;

@ Gearing ratio = interest-bearing bank and other borrowings/total equity;

@ Current ratio = current assets/current liabilities;

@ Non-performing assets ratio = non-performing assets/net interest-earning assets;
® Provision coverage ratio = provision for interest-earning assets/non-performing assets;

© Write-off of non-performing assets ratio = written-off assets/non-performing assets at the end of the previous
year;

m Ratio of overdue interest-earning assets (over 30 days) is calculated based on net interest-earning assets which
are more than 30 days overdue divided by net interest-earning assets.

2023 Annual Report 1 3
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Universal Medical is a listed company controlled by a central enterprise and focusing on healthcare
industry. As of 31 December 2023, Universal Medical (i) operated 67 medical institutions, and
provided the public with quality medical services; (ii) provided various services such as life cycle
management of equipment, specialized medical care and medical digitization; and (iii) offered

comprehensive financial solutions centered on finance leasing.

In 2023, the Group continued to expand its footprint in the healthcare sector. The Group stepped
forward with keen determination to surmount tough difficulties, spared no efforts to push forward
the innovations and development of its businesses, and continued to give back to the society
and the Shareholders with steady growth in operating results. The Group recorded a revenue of
RMB13,650.2 million in total for the year, up by 13.1% as compared to the corresponding period of
the previous year. In particular, the healthcare business recorded a revenue of RMB7,832.8 million,
up by 22.9% as compared to the corresponding period of the previous year with the proportion as
to the total revenue increasing to 57.4%; the Group recorded a profit for the year of RMB2,199.1
million, up by 5.4% as compared to the corresponding period of the previous year, of which, the
healthcare business contributed RMB454.2 million, up by 20.6% as compared to the corresponding
period of the previous year; the Group recorded a profit attributable to owners of the parent of
RMB2,020.9 million, up by 7.0% as compared to the corresponding period of the previous year,
of which, the healthcare business contributed RMB365.4 million, up by 45.8% as compared to the
corresponding period of the previous year; and the Group recorded a return on total assets (ROA) of
2.80% and a return on equity attributable to ordinary shareholders (ROE) of 13.63%. The indicators
of income and the assets conditions have demonstrated steady and excellent performance. The
Group proposed a payment of dividend of HK$0.35 per Share for the year 2023, with the payout
ratio of 30%.

1.1 Integrated Healthcare Business Maintained Positive Development
Momentum

Medical institutions are not only our core resources to build a healthcare conglomerate, but
also the R&D and training center of the Group’s discipline operation, as well as the project
cultivation and commercialisation pool and the sharing center for basic resources and practice
of the industrial units. Giving full play to the advantages of central state-owned enterprises
in running medical care and group development, the Group enhanced the cultivation of core
capabilities of medical institutions, and spared no efforts in improving the service capability
and operation efficiency of the hospital group, so as to facilitate positive and continuous
development of the medical institutions, and develop itself into a central state-owned medical
group that embodies “comfortable environment, top-notch services, advanced technology and
efficient operation”.

Genertec Universal Medical Group Company Limited



MANAGEMENT DISCUSSION AND ANALYSIS

In terms of financial performance:

The results contributions of the consolidated medical institutions were included in “Integrated
healthcare business” segment under the “Healthcare business” segment in the Group’s
financial report. As of 31 December 2023, the Group had a total of 14,353 consolidated beds
(excluding the over 4,000 beds to be built in our internal planning). In 2023, the integrated
healthcare business segment maintained positive development momentum by continuously
strengthening internal strength and improving efficiency. It contributed to the Group a revenue
of RMB7,634.5 million for the year, up by 20.5% as compared to the corresponding period of
the previous year; recorded a profit for the year of RMB420.9 million in total, up by 14.7% as
compared to the corresponding period of the previous year; and consolidated net profit margin
of the medical institutions was 5.10%', up by 0.16 percentage point as compared to the
corresponding period of the previous year.

In terms of operation performance:

o Revenue from medical business recorded accelerated growth with continuous
increase in income per bed

Revenue from medical business contributed by the consolidated medical institutions for
the year 2023 amounted to RMB7,232.9 million, representing an increase of 10.0%
as compared to the corresponding period of the previous year, 2.4 percentage points
higher than the growth rate recorded in 2022. Due to the scale expansion in the number
of beds, especially the increase in the number of beds of Grade Ill Class A hospitals,
average income per bed increased to RMB510,000% in 2023 from RMB460,000 in
2022, representing an increase of 10.1% as compared to the corresponding period of
the previous year. Average income per bed of Grade Il Class A hospitals increased to
RMB700,000% in 2023 from RMB660,000 in 2022, representing an increase of 6.1% as
compared to the corresponding period of the previous year.

2

Without taking into account impact of special factors.
Without taking into account the impact of beds operated by the newly opened Fengdong Branch of XD Hospital
(FEEF(ERR)).

2023 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

e The Group recorded substantial increase in patient visits with enhanced admission
and treatment capabilities and significant improvement in operation efficiency

In 2023, amidst the improvement in external environment for the development of
healthcare business, we made great efforts to improve our treatment technologies
and optimise patient visit procedures, achieving certain results in group operation,
management and control. The Group recorded a substantial increase of 21.0% to 9.35
million patient visits of the medical institutions at different levels for the year as compared
to that of 2022 (without taking into account the visits for nucleic acid test in 2022).
With enhanced admission and treatment capabilities and an increase in the outpatient-
to-inpatient conversion rate, the hospitals recorded an increase of 21.0% to 0.44 million
inpatient visits based on discharge as compared to 2022. The number of surgeries
recorded a year-on-year increase of 14.0% to 85,900 as compared to 2022. With further
improvement in operation efficiency and service quality as well as patient treatment
experience, the average length of stay per inpatient visit decreased to 10.1 days in 2023
from 10.6 days in 2022. Meanwhile, driven by the significant increase in inpatient visits
based on discharge, the bed utilisation rate increased by 10 percentage points over 2022
to 90%?3, significantly improving the resource utilisation efficiency.

o We actively responded to China’s requirements for high-quality development of
public hospitals with further optimisation of cost structure

In the context of the expansion in centralised procurement of medical consumables and
deepening reform on medical insurance payment methods, we maintained sustainable
growth in revenue driven by rapid growth in business volume, and at the same time
placed a focus on the optimisation of cost structure. Through measures such as
enhancement of treatment capabilities, pursuit for optimisation and excellence, and
proper utilisation of medical consumables and medicine, the proportion of effective
medical revenue (BEEIMA(ELL) increased from 56.9% in 2022 to 58.5% in 2023,
and the ratio of healthcare business costs as to the revenue decreased by 0.6 percentage
point from that of 2022 due to our control on the costs and expenditures of each
business, effectively supporting profits increase of the healthcare sector.

Without taking into account the impact of beds operated by the newly opened Fengdong Branch of XD Hospital
(FAEEF(ERcR)).

The proportion of effective medical revenue as to medical revenue is calculated as below: effective medical
revenue/medical revenue = 100%. Effective medical revenue includes appointment income, bed income, diagnosis
income, surgery income, pharmaceutical service income, care income, examination income and laboratory
income. Medical revenue represents revenue from provision of medical service activities by the hospitals, including
outpatient revenue and inpatient revenue.
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1.2 The Group Accelerated the Deployment of Specialties and
Healthcare Industry Layout

With the business foundation and professional core talent team of our own hospital group, we
strived to build replicable capabilities of specialties and industry operation while serving internal
quality and efficiency enhancement, so as to create new growth drivers for the Company.
As of 31 December 2023, the result contribution of this business segment mainly comes
from providing hospital clients with life cycle management of medical equipment, discipline
operation and Internet-based healthcare services. In 2023, the Group accelerated business
development and completion of mergers and acquisitions through the parallel implementation
of endogenous development and extensional mergers and acquisitions for this segment, and
recorded consolidated revenue of RMB243.7 million in aggregate for the year, representing
an increase of 190.7% as compared to the corresponding period of the previous year; and
recorded profit for the year of RMB31.9 million in aggregate, representing an increase of
271.8% as compared to the corresponding period of the previous year.

We further strengthen and improve specialised medical services layout

o Nephrology: focusing on the core positioning of the full-course medical service for
kidney diseases, the Group strives to provide core professional services including
chronic disease management, the combination of TCM and western medicine, quality
control for hemodialysis and vascular access management through implementation of
standardized nephrology medical centres driven by digital operation capabilities for
specialised discipline, together with the coordinated regional 1+N layout of nephrology
specialist hospitals and chain hemodialysis centers, with an aim to meeting the medical
needs of patients with kidney disease. In 2023, the Group established a wholly-owned
business entity Universal Yuegu (GRERIRA) as the platform to provide nephrology medical
services, and empowered the implementation of full-course management approach
for kidney diseases in the 21 hospitals operated by the Group, recording a revenue of
RMB269.5 million from the integrated healthcare business segment, which represented an
increase of 18.9% as compared to the previous year. On the other hand, the Group has
completed the acquisitions of Beth Hesda (Chengdu) Nephrology Hospital (£t A (R #0)E
RERIEERE) and the hemodialysis centre of Haiyang Senzhikang Hospital (&5 %k 2 B
Bt) and continued to facilitate the acquisition programme of other specialist hospitals and
hemodialysis centres.
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o Oncology: in 2023, the Group cooperated with Mevion Medical Group (¥ 5 & & &
&), a leading international small-scale proton therapy equipment enterprise, to jointly
establish Universal Mevion (GRER#E5), a tumor precision medical service company, as
the sole platform to provide oncology radiotherapy services by both parties in the PRC,
with an aim to accelerating the establishment of leading accurate oncology diagnosis
and treatment business system and intelligent accurate oncology diagnosis and treatment
platform in the PRC. The Group, internally, promoted the refined operation of oncology
specialties, recording a revenue of RMB158.8 million from the integrated healthcare
business segment, representing an increase of 14.8% as compared to the corresponding
period of the previous year, while, externally, expanded the chain business scale through
investment/construction and facilitated the standardised, collaborative and efficient
development of oncology specialties.

Equipment life cycle management business achieved leaping development

Equipment life cycle management business covers maintenance services, medical equipment
digital operation and management, economic performance analysis, planning and procurement
consultancy, finance leasing, asset management, clinical support and other services, which
lays a solid foundation for the high-quality development, quality improvement and efficiency
enhancement as well as cost reduction and efficiency enhancement of the hospitals. Currently,
the equipment life cycle management market in the PRC has reached nearly RMB100 billion,
and its average growth rate is projected to be at least 10% in the coming ten years, of which
third party service companies accounted for approximately 30%. Given the highly fragmented
market player base with different service capabilities and service quality, the industry presents
great opportunities for consolidation and integration, and quality service providers are needed
to lead healthy development of the industry. While serving its internal and external hospital
clients, the Group has successfully completed the acquisition of Casstar Medical Technology
Wuxi Co., Ltd. (Sl BEEEZERITEIF AR A7) (“Casstar”) and Shandong Tuozhuang Medical
Technology Co., Ltd. (IUERFHE BRI AR A R]) and carried out in-depth integration focusing
on strategy, market, technology, management, talents, culture and other aspects to foster core
capability of “efficient operation + sophisticated technology”, with an aim to accelerating the
cultivation of leading industry brand of central state-owned enterprises. This business segment
has so far served 720 customers across the country with the assets under management of
nearly RMB20 billion in aggregate. This segment contributed to the Group a revenue of
RMB242.7 million in 2023, up by 241% as compared to the corresponding period of the
previous year, and recorded a profit for the year of RMB35.3 million, up by 208% as compared
to the corresponding period of the previous year.
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Genertec Universal Medical Technology Services (Tianjin) Co., Ltd. (i FH 2R Bk B8 & 5 il AR 7
(R#E)BBRAF]) and its operating subsidiaries are recognised as “national high-tech service
enterprises”, and have formed cooperation relationship with over ten domestic and overseas
well-known equipment manufacturers and will join hands with China Association of Medical
Equipment (PR EE2EFHWH ) to commence the formation of industry standards. Through
the enhancement of core capabilities and integration of external advantageous resources, the
Group is well positioned to become the leader of the sub-segment and play a pivotal role in
delivering the advantages of central state-owned enterprises in terms of technology innovations
and industry control.

The Group accelerated the digital transformation of the healthcare sector

The Group made great efforts to enhance its product capability and comprehensive digital
medical solution capability, and honed the three major systems namely intelligent healthcare,
smart management and smart service to provide integrated information system, data middle-
end platform/centre and Internet-based healthcare service platform and other products and
services for internal and external medical institutions, so as to promote data collection and
sharing within the hospital group and offer support for group operation and management.
Meanwhile, in a proactive effort to address the issue of ageing population and serve the silver
economy, and leveraging on the over 60 medical institutions with a capacity of 16,000 beds
operated by it, the Group continued to build an intelligent health and elderly care operation
and management system integrating healthcare — elderly care — family through standardised
construction and digital means. At the beginning of 2024, the Group completed the acquisition
of ShanDong JB Soft & Info Technology Co., Ltd. (LR & BE@BEEEMBMHER AT, a
leading enterprise in the intelligent elderly healthcare industry in the PRC. Both parties will
actively explore the development mode of the combination of health and elderly care by
deeply integrating digital technology with medical rehabilitation, disease prevention and elderly
healthcare, and build an intelligent health and elderly care service system integrating home —
community — institution, with an aim to cultivating a leading dwelling-based intelligent health
and elderly care brand in the PRC while empowering the high-quality development of its
hospital business, which is expected to develop into an independent business pipeline to create
greater value for the Company.
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1.3 Finance Business Recorded Steady Growth

The Group’s finance business mainly focuses on finance leasing business, and centered
on further exploration and development based on the development prospect, profitability,
revenue/risk profile, cashflow stability of the industry and other criteria. As the continuous
profit contributor of the Group, the finance business will always strive to maintain healthy and
steady development while ensuring asset security, serving as the cornerstone for the Group’s
sustainable development.

2023 marked another competitive and challenging year for the finance leasing industry.
By adhering to the functional position of serving the real economy and supporting the
development of its principal business, the Group devoted greater efforts to develop high-quality
customers, and continued to improve its financing management, achieving steady growth in
operating performance despite the negative impact of increasing offshore financing costs as a
result of interest rate hikes by the United States Federal Reserve. Revenue from finance business
for the year amounted to RMB5,882.0 million in aggregate, representing an increase of 2.8%
as compared to the corresponding period of the previous year. Profit for the year amounted
to RMB1,744.8 million, representing an increase of 2.1% as compared to the corresponding
period of the previous year. We continued to strengthen asset management while maintaining
steady operation, so as to keep good asset quality. As of 31 December 2023, our net interest-
earning assets reached RMB67,348.6 million, representing an increase of 3.2% as compared to
that at the beginning of the year; the non-performing asset ratio was 0.98%; the overdue ratio
(30 days) was 0.89%, and the provision coverage ratio was 284.55%.

Although the current domestic and international macro economic environment remains
surrounded with many uncertainties, the overall performance of finance business of the
Group exhibited strong stability in the previous year, with its key operation indicators such
as profitability, asset quality and financing costs remaining at a leading position in the
industry. Meanwhile, we'll make full use of the finance business to empower the development
of the healthcare industry, and proactively promote coordinated development as well as
transformation and innovation of its businesses, so as to lay a solid foundation for the high-
quality development of the Company.

1.4 Prospect for 2024

2024 will mark a crucial year for the Group to enhance its ability to create enterprise value
as well as to strengthen and optimise the medical and healthcare conglomerate. By grasping
every favourable opportunity and capitalising on all favourable conditions, the Group strives to
develop into a medical and healthcare conglomerate with financial service capabilities, featured
specialty services and differentiated industrial business advantages, and gradually unleashes the
value of its various business segments and assets, laying a solid foundation for the achievement
of serving a “Healthy China” and the corporate vision of “To Be A Trusted World-class
Healthcare Enterprise”, with an aim to creating greater returns for all Shareholders.
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Appendix:

1. The geographical location of medical institutions managed by the Group as of 31 December
2023
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2. The operating performance of the consolidated medical institutions during 2021 to 2023

2023
Visits in 2023 Medical business income in 2023 (RMB ten thousand) Average index

Total medical

business

income
Outpatient Outpatient (including Income  Outpatient  Inpatient
and Visits for and Medical ~financial ~ per bed fee per fee per
emergency medical ~ emergency  Inpatient examination  subsidy  (RMBien visit visit
Category Capacity ~ visits  Inpatient ~ examination income income income income) thousand) (Rm) (Rm)
Grade I 410 2708 18046 222375 88,958 170026 179 2,097 6 n 10751
Grade | 8617 4201034 23577 671510 131487 231960 1830 38331 u 306 8,800
Others (note] 1616 1254131 0158 137018 49,380 1283 2081 67,885 L) 3% 5519
Total 14353 8316010 441876 103693 26985 413209 BAS I3 50¢ n 9352
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2022

Visits in 2022 Medical business income in 2022 (RMB ten thousand) Average index

Total medical
business
income
Qutpatient Outpatient (including Income  Qutpatient ~Inpatient fee
and Vit for and Medical ~ financal ~ perbed feeper per
emergency medical  emergency  Inpatient examination  subsidy  (RMBiten visit visit
Category Capacity ~ visits**  Inpatient ~ examination income income income income)  thousand) (Rg) (RM)

Grade I 376 226798 12691 160,166 7% 1U39% 912 U394 66 1% 1134

Grade | 86% 3585869 216276 624519 138142 196589 18621 354469 4 18 9,090

Others (note) 1804 1,002,935 17249 81,465 41631 9,85 1697 59,386 3 415 5113

Total W26 6865602  3604% 86610 207567 350437 95% 657,768 4o pi 918
2021

Visits in 2021 Medical business income in 2021 (RMB ten thousand) Average index

Total medical

business

income
Qutpatient Qutpatient (including Income Inpatient
and Visits for and Medical ~ finandal ~ perbed Outpatient  feeper

emergency medical emergency  Inpatient examination  subsidy  (RMBten fee per visit visit

Category Capacity visits Inpatient ~ examination income income income income)  thousand) (RMB) (RMB)

Grade I 389 28476 14310 213133 060 148347 165 2858 62 % 11928
Grade | 8741 3994 44l IBeT 111518 192,889 14331 AN 3 284 8,994
Others (note) 188 984039 17352 158078 35528 9,198 2610 51,146 23 31 5647
Total 14454 778280 319 1488 29207 351034 159 611446 L 2% 9,855

Note: Including Grade | hospitals, community service centers and other non-rated medical institutions

* Without taking into account the impact of beds operated by the newly opened XD Hospital (F8% EB7),
the income per bed of Grade Ill hospitals amounted to RMB700,000, and the overall income per bed

amounted to RMB510,000

**  Qutpatient and emergency visits for 2022 has been calculated without taking into account the impact of

nucleic acid visits

Genertec Universal Medical Group Company Limited



MANAGEMENT DISCUSSION AND ANALYSIS

2. ANALYSIS OF STATEMENT OF PROFIT OR LOSS

2.1 Overview

In 2023, as the domestic economy rebounded, the Group adhered to its established business
strategies and made steady progress by seizing development opportunities and overcoming
all kinds of challenges. The Group continued to move forward in the field of medical and
healthcare, and achieved steady growth in our overall operating results. The Group recorded
a revenue of RMB13,650.2 million in total, representing an increase of 13.1% as compared
to the corresponding period of the previous year. Profit before tax was RMB2,866.2 million,
representing an increase of 6.0% as compared to the corresponding period of the previous
year. Profit for the year attributable to owners of the parent was RMB2,020.9 million,
representing an increase of 7.0% as compared to the corresponding period of the previous
year.

The following table sets forth the Group’s statement of profit or loss for the indicated years:

For the year ended
31 December

2023 2022*
RMB’000 RMB’'000 Change %
Income 13,650,203 12,073,172 13.1%
Cost of sales (9,078,344) (7,578,878) 19.8%
Gross profit 4,571,859 4,494,294 1.7%
Other income and gains 620,371 444,882 39.4%
Selling and distribution costs (397,168) (441,603) -10.1%
Administrative expenses (1,168,436) (913,997) 27.8%
Impairment of financial assets (192,099) (307,139) -37.5%
Loss on derecognition of financial assets
measured at amortised cost (1,624) (1,154) 40.7%
Financial costs (39,054) (35,645) 9.6%
Other expenses (534,016) (549,826) -2.9%
Share of (loss)/profit of associates (7,069) 12 -59008.3%
Share of profit of a joint venture 13,449 13,450 0.0%
Profit before tax 2,866,213 2,703,274 6.0%
Income tax expense (667,141) (617,326) 8.1%
Profit for the year 2,199,072 2,085,948 5.4%
Profit for the year attributable to
owners of the parent 2,020,918 1,888,417 7.0%
Basic earnings per Share (RMB) 1.07 1.00 7.0%
Diluted earnings per Share (RMB) 0.99 0.93 6.5%

* The Company adjusted the relevant financial statements for the year of 2022 retrospectively due to
the business combinations under common control
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2.2 Analysis of Business Revenue

In 2023, the Group recorded revenue of RMB13,650.2 million, among which the healthcare
business recorded revenue of RMB7,832.8 million, representing an increase of 22.9% as
compared to the corresponding period of the previous year, with its proportion to the total
revenue increasing to 57.4%, and the finance business recorded revenue of RMB5,882.0
million, representing an increase of 2.8% as compared to the corresponding period of the
previous year and accounting for 43.1% of the total revenue. The Group recorded gross
profit from operations of RMB4,571.9 million, among which the healthcare business recorded
gross profit of RMB1,069.3 million, representing an increase of 35.2% as compared to the
corresponding period of the previous year and a rise of 5.8 percentage points in proportion
from the corresponding period of the previous year, while the finance business recorded gross
profit from operations of RMB3,305.2 million, representing a decrease of 5.8% as compared to
the corresponding period of the previous year.

The following table sets forth the Group’s revenue from the two major business segments:

For the year ended 31 December

2023 2022
RMB'000 % of total RMB'000 % of total Change %
Healthcare business 7,832,842 57.4% 6,372,252 52.8% 22.9%
Finance business 5,882,032 43.1% 5,721,203 47.4% 2.8%
Offset (64,671) -0.5% (20,283) -0.2% 218.8%
Total 13,650,203 100.0% 12,073,172 100.0% 13.1%

The following table sets forth the Group’s gross profit from the two major business segments:

For the year ended 31 December

2023 2022
RMB'000 % of total RMB'000 % of total Change %
Healthcare business 1,069,315 23.4% 790,761 17.6% 35.2%
Finance business 3,305,205 72.3% 3,508,303 78.1% -5.8%
Offset 197,339 43% 195,230 43% 1.1%
Total 4,571,859 100.0% 4,494,294 100.0% 1.7%
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2.2.1 Healthcare business

The Group’s healthcare business includes integrated healthcare services as well as
specialties and healthcare industry business. In 2023, the healthcare business recorded a
revenue of RMB7,832.8 million, representing an increase of RMB1,460.6 million or 22.9%
as compared to the previous year, and recorded gross profit of RMB1,069.3 million,
representing an increase of RMB278.6 million or 35.2% as compared to the previous
year.

The following table sets forth the Group’s income from healthcare business:

For the year ended 31 December

2023 2022

RMB'000 % of total RMB'000 % of total ~ Change %

Healthcare business
Income from integrated

healthcare services 7,634,483 97.5% 6,334,658 99.4% 20.5%
Income from specialties and

healthcare industry 243,728 3.1% 83,844 1.3% 190.7%
Offset (45,369) -0.6% (46,250) -0.7% -1.9%
Total 7,832,842 100.0% 6,372,252 100.0% 22.9%

The following table sets forth the Group’s gross profit from healthcare business:

For the year ended 31 December

2023 2022

RMB'000 % of total RMB'000 % of total ~ Change %

Healthcare business
Gross profit from integrated

healthcare services 953,943 89.2% 750,387 94.9% 27.1%
Gross profit from specialties

and healthcare industry 121,523 11.4% 41,087 5.2% 195.8%
Offset (6,151) -0.6% (713) -0.1% 762.7%
Total 1,069,315 100.0% 790,761 100.0% 35.2%
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In 2023, the healthcare business of the Group showed a trend of growth momentum,
which was attributable to (i) the gradual improvement and positive growth of the overall
operation of the hospitals following the improvement of external environment for
development of the healthcare business; (ii) the Group’s continuous efforts to enhance
collaboration across various regions and constantly improve its core competency which
laid a further solid foundation for the development of the integrated hospitals, as well
as the improvement in the business scale and operation efficiency due to the combined
effect of upfront resource investments and improvement in operation and management;
and (iii) the rapid development of the specialties and healthcare industry business which
empowered the development of the internal hospitals by enhancing service capability
and further improved business layout through consolidation of external resources, which
facilitated the rapid development of its businesses.

22.1.1 Integrated healthcare business

Revenue from the Group’s integrated healthcare business comes from the integrated
healthcare services and supply chain business provided by the consolidated medical
institutions. Revenue from healthcare services mainly includes revenue generated
from the healthcare and examination, medicine and hygiene materials, physical
examination and other services provided for outpatients, emergency patients and
inpatients. Costs of healthcare services include costs of medicine and hygiene
materials, labor costs as well as depreciation and amortization expenses. In 2023,
this business recorded revenue of RMB7,634.5 million, representing an increase
of RMB1,299.8 million or 20.5% as compared to the corresponding period of
the previous year; and gross profit of RMB953.9 million, representing an increase
of RMB203.6 million or 27.1% as compared to the corresponding period of the
previous year.

2212 Specialties and healthcare industry business

Currently, the financial contribution of the specialties and healthcare industry
business mainly comes from the provision of life cycle management of medical
equipment, operation of specialty disciplines and Internet-based healthcare services
to medical institutions within and outside the Group. In 2023, this business recorded
a revenue of RMB243.7 million, representing an increase of RMB159.9 million or
190.7% as compared to the corresponding period of the previous year; and gross
profit of RMB121.5 million, representing an increase of RMB80.4 million or 195.8%
as compared to the corresponding period of the previous year. Looking forward,
the Group will continue to enhance its core competitiveness of the equipment life
cycle management business, and step up efforts to unleash the value of specialty
disciplines such as nephrology, oncology and ophthalmology as well as medical
digitalization and other healthcare industry business units.
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2.2.2 Finance business

The finance business segment includes comprehensive financial solutions centered on
finance leasing provided by us for customers, and services such as industry, equipment
and financing consulting, and department upgrades in medical institutions. In 2023,
the finance business segment recorded a revenue of RMB5,882.0 million, representing
an increase of 2.8% as compared to the previous year, and gross profit of RMB3,305.2
million, representing a decrease of 5.8% as compared to the previous year, which was
mainly attributable to impact of the interest rate hike policy implemented in the offshore
markets on the existing finance costs.

The following table sets forth the Group’s income from finance business:

For the year ended 31 December

2023 2022
RMB'000 % of total RMB’000 % of total
Finance business income 5,882,032 5,721,203 2.8%
Including:
Finance service 4,790,733 81.4% 4,621,389 80.8% 3.7%
Advisory service 1,025,941 17.4% 1,085,920 19.0% -5.5%

The following table sets forth the gross profit of the Group’s finance business:

For the year ended 31 December

2023 2022
RMB'000 % of total RMB'000 % of total Change %

Gross profit from

finance business 3,305,205 3,508,303 -5.8%
Including:

Finance service 2,214,256 67.0% 2,408,448 68.6% -8.1%

Advisory service 1,025,941 31.0% 1,085,920 31.0% -5.5%
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22.2.1 Finance service business

The income from finance service business of the Group is the interest income
generated by providing comprehensive financial solutions centered on finance
leasing for customers in public hospitals, urban public utility and other fields in PRC.
In 2023, under a complex and challenging external environment, and with the risk
control as a top priority, we stepped up efforts in developing quality customers and
continued to optimise our business portfolio, so as to steadily advance the finance
business segment. The Group recorded interest income of RMB4,790.7 million,
representing an increase of 3.7% as compared to the corresponding period of the
previous year, and our gross profit amounted to RMB2,214.3 million, representing
a decrease of 8.1% as compared to the corresponding period of the previous year,
which was mainly due to the increasing financing costs of existing foreign currency-
denominated loans as a result of interest rate hikes implemented by the United
States Federal Reserve.

The following table sets forth the Group’s finance service income by industry:

For the year ended 31 December

2023 2022
RMB'000 % of total RMB'000 % of total Change %
Healthcare 986,253 20.6% 1,455,050 31.5% -32.2%
Urban public utility 3,497,952 73.0% 3,014,839 65.2% 16.0%
Other 306,528 6.4% 151,500 3.3% 102.3%
Total 4,790,733 100.0% 4,621,389 100.0% 3.7%
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The following table sets forth the indicators of income from finance service business

of the Group:

31 December 2023 31 December 2022

Interest Interest

Average  income/ Average Average income!/ Average
balance  expense® yield®/ balance  expense? yield®/
RMB'000  RMB'000  cost rate® RMB'000 RMB'000  cost rate®

Interest-eaming assets 69,497,954 4,792,616 6.90% 64,254,363 4,638,604 1.22%
Interest-bearing liabilities 60,882,387 2,593,740 426% 57,434,520 2,283,030 3.98%
Net interest margin® - - 3.16% - - 3.67%
Net interest spread® - - 2.64% - - 3.24%

Interest income represents the interest income from finance service business;

Interest expense represents financial cost of capital for finance service business;

Average yield = interest income/average balance of interest-earning assets;

Average cost rate = interest expense/average balance of interest-bearing liabilities, taking
into account the effect of perpetual bonds;

Net interest margin = net interest income/average balance of interest-earning assets;

Net interest spread = average yield of interest-earning assets — average cost rate of
interest-bearing liabilities.

In 2023, the Group’s net interest spread of finance service business was 2.64%,

representing a decrease of 0.6 percentage point from 3.24% in the corresponding

period of the previous year. Net interest spread is the difference between average

yield of interest-earning assets and average cost rate of interest-bearing liabilities,

among which:

(1)

the average yield of interest-earning assets was 6.90%, representing a
decrease of 0.32 percentage point from 7.22% in the corresponding period
of the previous year. On the one hand, the overall profitability of the industry
recorded a decrease due to the impact of the policies and market environment,
and the average yield of the interest-earning assets showed an overall decrease
as compared to the corresponding period of the previous year. On the other
hand, faced with complicated financial environment at home and abroad,
the Group implemented strict risk control, selected high-quality projects,
took proactive initiatives to secure quality customers, made continuous
efforts to promote the establishment of a comprehensive risk management
system, constantly optimised business structure and facilitated high-quality
implementation of various projects.
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(2) the average cost rate of interest-bearing liabilities of the Group was 4.26%,
representing an increase of 0.28 percentage point from 3.98% for the
corresponding period of the previous year, which was mainly due to the impact
of interest rate hikes implemented by the United States Federal Reserve. During
the year, the Group continued to optimise its financing structure. Leveraging on
the current market environment where we experienced an overall recovery of
the PRC economy and relatively easy monetary policy, the Group took proactive
initiatives to obtain funding in the PRC at low costs, leading to a decrease of
0.49 percentage point in the average cost rate for onshore loans as compared
to that at the end of last year. The Group stepped up efforts to make early
repayment of its existing foreign currency loans in a timely manner during the
year and has made early repayment for an amount of approximately USD715
million in aggregate, leading to steady decrease in the scale of its foreign
currency financing, down by 11.0 percentage points from that at the end of
last year. In addition, the Group sought for proper opportunity to conduct
interest rate swap transaction in the amount equivalent to approximately
USD557 million, with the interest rate risk hedging ratio further increasing to
54.87%. Control on funding cost is one of the Group's core advantages to
carry out our finance business, and we will continue to deepen cooperation
with financial institutions, make great effort in building efficient financing
channels, accelerate the improvement of a diversified financing system, and
reasonably and effectively control financing costs on the premise of ensuring
sufficient capital liquidity.

2222 Advisory services business

The Group's advisory services business includes industry, equipment and financing
advisory services as well as clinical department upgrade advisory services. Leveraging
on our expanding resources platform, and in accordance with the characteristics
of clients’ operation at each stage, we provided them with valuable, flexible
and diversified comprehensive services comprising finance services, equipment
replacement, technology and management advice, clinical department upgrade
advisory so as to improve the technical service capabilities and management
efficiency of customers, thereby strengthening finance customers’ stickiness. In
2023, the Group recorded gross profit from advisory services of RMB1,025.9 million,
representing a decrease of 5.5% as compared to the corresponding period of the
previous year.
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2.2.4

MANAGEMENT DISCUSSION AND ANALYSIS

Operating cost

In 2023, the Group’s sales and distribution costs amounted to RMB397.2 million,
representing a decrease of 10.1% as compared to the previous year, which was mainly
due to the year-on-year decrease in sales and distribution costs as the labour costs of
certain staff of the finance business were transferred to administrative expenses as a
result of re-designation of their positions in the second half of 2022.

Administrative expenses amounted to RMB1,168.4 million, representing an increase of
27.8% as compared to the previous year, which was mainly attributable to the increase
of labour costs. Administrative expenses from finance business segment amounted to
RMB498.1 million, accounting for 42.6% and representing an increase of 28.2% as
compared to the previous year. Administrative expenses from healthcare business segment
amounted to RMB676.1 million, accounting for 57.9% and representing an increase of
27.2% as compared to the previous year.

Profit before tax

In 2023, the Group recorded profit before tax of RMB2,866.2 million, representing an
increase of RMB162.9 million or 6.0% as compared to the previous year.

2.2.5 Profit for the year attributable to owners of the parent

In 2023, the Group recorded profit for the year attributable to owners of the parent of
RMB2,020.9 million, representing an increase of RMB132.5 million or 7.0% as compared
to the previous year.
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2.2.6 Operating revenue from acquired medical institutions

As of 31 December 2023, the Group had completed the acquisition of 63 medical
institutions. The operation performance of such acquired medical institutions during the
consolidation period is set out below.

In 2023, the acquired medical institutions of the Group recorded revenue of RMB7,465.8
million during the consolidation period, representing an increase of RMB1,281.8 million or
20.7% as compared to the corresponding period of the previous year; and recorded profit
for the year of RMB336.2 million, representing an increase of RMB47.5 million or 16.4%
as compared to the corresponding period of the previous year.

The following table sets forth the profit or loss of the acquired medical institutions of the
Group during the consolidation period:

For the year ended

31 December

2023 2022

RMB’000 RMB’000 Change %
Revenue 7,465,781 6,183,985 20.7%
Costs (6,577,644) (5,474,515) 20.2%
Gross profit 888,137 709,470 25.2%
Other income and gains 143,123 149,520 -4.3%
Selling and distribution costs (5,379) (5,263) 2.2%
Administrative expenses (621,160) (517,594) 20.0%
Impairment on financial assets (2,771) (613) 352.1%
Other expenses (18,311) (8,964) 104.3%
Share of profit of an associate 140 9 1457.3%
Financial costs (15,313) (12,853) 19.1%
Profit before tax 368,466 313,712 17.5%
Income tax expense (32,308) (25,035) 29.1%
Profit for the year 336,158 288,677 16.4%
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3. FINANCIAL POSITION ANALYSIS

3.1 Overview of Assets

As at 31 December 2023, the Group’s total assets was RMB80,344.7 million, representing an
increase of 4.4% as compared to the end of the previous year. In particular, our restricted
deposits was RMB691.0 million, representing a decrease of 11.2% as compared to the end of
the previous year and accounting for 0.9% of the total assets; our cash and cash equivalents
was RMB2,849.0 million, representing an increase of 5.3% as compared to the end of the
previous year and accounting for 3.5% of the total assets; our loans and accounts receivables
was RMB67,261.9 million, representing an increase of 3.7% as compared to the end of the
previous year and accounting for 83.7% of the total assets.

The following table sets forth the assets analysis of the Group for the dates indicated:

31 December 2023 31 December 2022

RMB'000 % of total RMB000 % of total  Change %

Restricted deposits 690,972 0.9% 778,303 1.0% -11.2%
Cash and cash equivalents 2,848,973 3.5% 2,705,342 3.5% 5.3%
Inventories 431,141 0.5% 388,052 0.5% 11.1%
Loans and accounts receivables 67,261,890 83.7% 64,882,838 84.4% 3.7%
Prepayments, other receivables

and other assets 1,310,526 1.7% 1,333,618 1.8% -1.7%
Property, plant and equipment 4,391,417 5.5% 3,820,299 4.9% 14.9%
Other intangible assets 161,266 0.2% 79,173 0.1% 103.7%
Investment in a joint venture 496,472 0.6% 486,195 0.6% 2.1%
Investment in associates 107,123 0.1% 28,769 0.0% 272.4%
Deferred tax assets 702,163 0.9% 742,551 1.0% -5.4%
Derivative financial assets 263,970 0.3% 232,154 0.3% 13.7%
Right-of-use asset 1,161,459 1.4% 1,154,794 1.5% 0.6%
Goodwill 286,538 0.4% 102,253 0.1% 180.2%
Financial assets at fair value through

profit or loss 216,641 0.3% 245,987 0.3% -11.9%
Financial assets at fair value through

other comprehensive income 14,193 0.0% - - 100.0%
Total 80,344,744 100.0% 76,980,328 100.0% 4.4%
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The following table sets forth the assets of the Group by business segment for the dates

indicated:
31 December 2023 31 December 2022
RMB'000 % of total RMB’000 % of total Change %
Healthcare business 14,807,996 18.4% 13,888,399 18.0% 6.6%
Finance business 73,018,465 90.9% 68,811,920 89.4% 6.1%
Inter-segment offset (7,481,717) -9.3% (5,719,991) -7.4% 30.8%
Total 80,344,744 100.0% 76,980,328 100.0% 4.4%

3.1.1 Restricted deposits

As at 31 December 2023, the Group had restricted deposits of RMB691.0 million,
representing a decrease of 11.2% as compared to the end of the previous year. Restricted
deposits mainly comprised restricted project refunds from factoring business, fix-term
deposits and financing deposits.

3.1.2 Cash and cash equivalents

As at 31 December 2023, the Group had cash and cash equivalents of RMB2,849.0
million, representing an increase of 5.3% as compared to the end of the previous year.
The balance of cash and cash equivalents will be gradually applied in accordance with the
Group's business plan.

3.1.3 Loans and accounts receivables

As at 31 December 2023, the balance of the Group's loans and accounts receivables
was RMB67,261.9 million, representing an increase of 3.7% as compared to the end of
the previous year. The net interest-earning assets was RMB65,463.6 million, accounting
for 97.3% of the loans and accounts receivables; and net accounts receivables was
RMB1,756.8 million, accounting for 2.6% of the loans and accounts receivables.

3.13.1 Interest-earning assets

In 2023, the Group strengthened its risk management and control in a prudent
manner, and expanded the lease business with caution while ensuring asset security.
As at 31 December 2023, the Group’s net interest-earning assets was RMB67,348.6
million, representing an increase of RMB2,114.8 million or 3.2% as compared to the
end of the previous year.
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Net interest-earning assets by industry

In 2023, the Group continued to lay emphasis on risk prevention and control of
interest-earning assets. The Group focused on further exploration and development
in the fields such as public hospitals and urban public utility based on the
development prospect, profitability, revenue/risk profile, cash flow stability of the
industry and other criteria, and on the basis of effective control of risks, it actively
explored finance lease business in new sectors.

The following table sets forth the net interest-earning assets by industry:

31 December 2023 31 December 2022

RMB'000 % of total RMB'000 % of total Change %

Healthcare 12,418,950 18.4% 17,346,262 26.6% -28.4%
Urban public utility 50,106,877 74.4% 45,147,968 69.2% 11.0%
Others 4,822,758 7.2% 2,739,601 4.2% 76.0%
Net interest-earning assets 67,348,585 100.0% 65,233,831 100.0% 3.2%

Less: Provision for interest-
earning assets (1,884,973) (1,694,751) 11.2%

Net value of interest-earning
assets 65,463,612 63,539,080 3.0%
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The maturity profile of the net interest-earning assets

The Group formulated reasonable business investment strategies according to its
strategic plan so as to ensure sustainable and steady cash inflow. As at 31 December
2023, the maturity profile of the Group’s net interest-earning assets was relatively
balanced.

The following table sets forth the maturity profile of the net interest-earning assets:

31 December 2023 31 December 2022

RMB'000 % of total RMB'000 % of total ~ Change %

Within 1 year 24,832,825 36.9% 22,983,482 35.2% 8.0%
1-2 years 20,054,386 29.8% 18,688,243 28.7% 7.3%
2-3 years 12,902,305 19.1% 13,573,846 20.8% -4.9%
Over 3 years 9,559,069 14.2% 9,988,260 15.3% -4.3%
Net interest-earning assets 67,348,585 100.0% 65,233,831 100.0% 32%

Quality of interest-earning assets

The Group has been implementing robust asset management policies and
continuously adopting stringent and prudent asset classification policies. As at
31 December 2023, the Group had non-performing assets of RMB662.4 million,
representing an increase of RMB18.3 million as compared to 31 December 2022.
The Group continuously improved its risk management system, adopted effective risk
prevention measures and stepped up efforts to recover non-performing assets. As at
31 December 2023, the Group's non-performing assets ratio was 0.98%.
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The following table sets forth the classification of five categories of the net interest-
earning assets of the Group:

31 December 2023 31 December 2022

RMB'000 % of total RMB'000 % of total ~ Change %

Pass 60,239,150 89.45% 58,052,407 88.99% 3.8%
Special attention 6,446,992 9.57% 6,537,307 10.02% -1.4%
Substandard 435,705 0.64% 510,044 0.78% -14.6%
Doubtful 133,198 0.20% 105,038 0.16% 26.8%
Loss 93,540 0.14% 29,035 0.05% 222.2%
Net interest-earning assets 67,348,585 100.00% 65,233,831 100.00% 3.2%
Non-performing assets'" 662,443 644,117 2.8%
Non-performing assets ratio 0.98% 0.99%

m Non-performing assets are defined as those interest-earning assets having objective
evidence of impairment as a result of one or more events that occur after initial
recognition and that event has an impact on the future cash flows of interest-earning
assets that can be reliably estimated. These interest-earning assets are classified as

“substandard”, “doubtful” or “loss”.

@ The non-performing assets ratio is the percentage of non-performing assets over net

interest-earning assets as at the dates indicated.

Note: Please refer to “Management Discussion and Analysis — 7. Risk Management” in this

annual report for more details of the five-category classification.
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Ratio of overdue interest-earning assets

In 2023, the Group implemented prudent risk control and asset management
policy, maintaining a stable performance of the risk management system. As at 31
December 2023, the overdue ratio (over 30 days) was 0.89%, increased by 0.03
percentage point as compared to 0.86% at the end of the previous year.

The following table sets forth the ratio of the Group’s interest-earning assets
overdue for over 30 days:

31 December 31 December

2023 2022

Overdue ratio (over 30 days)® 0.89% 0.86%

m Calculated as net interest-earning assets (overdue for over 30 days) divided by net
interest-earning assets.

Provision for interest-earning assets

As at 31 December 2023, the Group’s provision coverage ratio was 284.55%,
representing an increase of 21.44 percentage points as compared to the end of
the previous year. With the expansion of its business, the Group’s management
believes that it is imperative to take prudent measures to protect the Group against
systematic risks and move towards the international standards and practices. As
such, the Group’s asset provision coverage maintained an upward trend.
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The following table sets forth the breakdown of provisions by the Group's
assessment methodology:

As at 31 December 2023

Stage 3

Stage 1 Stage 2 (Lifetime

(12-month (Lifetime expected

expected expected  credit loss-
credit loss) credit loss) impaired) Total
RMB’000 RMB’000 RMB'000 RMB’'000

Net interest-earning assets 60,239,150 6,446,992 662,443 67,348,585
Provision for interest-earning assets (945,255) (591,420) (348,298)  (1,884,973)
Net value of interest-earning assets 59,293,895 5,855,572 314,145 65,463,612

As at 31 December 2022

Stage 3

Stage 1 Stage 2 (Lifetime

(12-month (Lifetime expected

expected expected credit loss-
credit loss) credit loss) impaired) Total
RMB’000 RMB'000 RMB'000 RMB'000
Net interest-earning assets 58,052,407 6,342,938 838,486 65,233,831
Provision for interest-earning assets (688,107) (639,852) (366,792) (1,694,751)
Net value of interest-earning assets 57,364,300 5,703,086 471,694 63,539,080
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Write-off of interest-earning assets

The following table sets forth the write-off of interest-earning assets as of the dates

indicated:

31 December 31 December
2023 2022
RMB’000 ‘ RMB’'000
Write-off - 42,064

Non-performing assets as at the end
of last year 644,117 601,062
Write-off ratio® - 7.00%

m The write-off ratio is calculated as the percentage of amount written-off of bad debts of
interest-earning assets over the net non-performing assets as at the end of the previous
year.

Asset-backed securities related assets, etc.

In 2023, the Group sold interest-earning assets with a cumulative principal of
approximately RMB5,456 million through the asset-backed securities business,
all of which belonged to urban public utility. The Group will actively expand the
asset-backed securities business in the future based on the needs of business
development. As at 31 December 2023, the balance of the subordinated shares
held by the Group for the asset-backed securities business was RMB201.0 million.
As an asset management service provider for off-balance sheet assets, the Group
implemented prudent asset management policies in the manner of on-balance sheet
assets and strengthened asset process monitoring. The quality of off-balance sheet
assets was steady as at 31 December 2023, with no significant abnormality in asset
quality.

As at 31 December 2023, the balance of the Group’s assets with continuing
involvement was RMB309.5 million. In accordance with the accounting standards,
for the above-mentioned asset-backed securities business, the Group continued to
bear risks due to credit enhancement measures such as self-held subordinate shares.
The Group recognised continuing involvement in assets and liabilities.
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3.132 Accounts receivable

As at 31 December 2023, the Group’s net accounts receivables was RMB1,756.8
million, representing an increase of RMB414.9 million or 30.9% as compared to the
end of the previous year. The increase in accounts receivables was mainly due to the
increase in revenue from healthcare business segment.

3.1.4 Other assets

As at 31 December 2023, the Group’s balance of property, plant and equipment was
RMB4,391.4 million, representing an increase of RMB571.1 million as compared to
the end of the previous year, which was mainly due to the increase in the balance of
property, plant and equipment from the renovation and expansion works of the Group's
affiliated medical institutions.

As at 31 December 2023, the balance of the Group’s investment in joint ventures was
RMB496.5 million, which was the investment in Sichuan Huankang Hospital Management
Co., Ltd. (PO)I3RFEEEF & I8 A 7]); the balance of investment in associates was RMB107.1
million, which was the investment in Genertec Digital Health Technology (Beijing) Co., Ltd.
(BRI EEREHFTRFRAER)BR A7), GT-PRC Healthcare Company Limited (B R
@B ZEEFE AR A7) and Beijing Tongrentang Anshan Traditional Chinese Medicine
Hospital Co., Ltd. Qb RECE# LR EERER A F).

As at 31 December 2023, the Group’s balance of goodwill was RMB286.5 million,
including goodwill of RMB182.5 million arising from the acquisition of Casstar, goodwill
of RMB58.9 million arising from the acquisition of Xi‘an XD Group Hospital (755 & B &5,
goodwill of RMB32.3 million arising from the acquisition of Pangang Xichang Hospital (2
i 75 2 E&PFr), goodwill of RMB9.2 million arising from the acquisition of Shaanxi Huahong
Pharmaceutical Co., Ltd. (BEPGZE4T B 225 R 2 7)), goodwill of RMB1.8 million arising
from the acquisition of Beth Hesda (1K), goodwill of RMB1.0 million arising from the
acquisition of Xianyang Caihong Hospital (Rif%# #L2Ft) and goodwill of RMBO0.8 million
arising from the acquisition of Ansteel General Hospital by the Group.
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3.2 Overview of Liabilities

As at 31 December 2023, the Group’s total liabilities amounted to RMB59,976.8 million,
representing an increase of RMB2,717.3 million, or 4.7%, as compared to the end of the
previous year. The balance of interest-bearing bank and other borrowings amounted to
RMB47,649.6 million, representing an increase of RMB738.2 million, or 1.6%, as compared
to the end of the previous year, accounting for 79.4% of the total liabilities; balance of
other payables and accruals amounted to RMB8,882.8 million, representing an increase of
RMB1,315.0 million, or 17.4%, as compared to the end of the previous year, accounting for
14.8% of the total liabilities.

The following table sets forth the Group’s liabilities as at the dates indicated:

31 December 2023 31 December 2022

RMB’000 % of total RMB'000 % of total  Change %

Interest-bearing bank and other

borrowings 47,649,600 79.4% 46,911,383 81.9% 1.6%
Trade and bills payables 2,988,673 5.0% 2,294,424 4.0% 30.3%
Other payables and accruals 8,882,765 14.8% 7,567,833 13.3% 17.4%
Derivative financial instruments 26,608 0.1% 120,802 0.2% -78.0%
Tax payable 119,641 0.2% 84,097 0.1% 42.3%
Other non-current liabilities 309,499 0.5% 280,968 0.5% 10.2%
Total 59,976,786 100.0% 57,259,507 100.0% 4.7%

42 Genertec Universal Medical Group Company Limited



MANAGEMENT DISCUSSION AND ANALYSIS

3.2.1 Interest-bearing bank and other borrowings

Since the beginning of this year, despite the complicated economic environment at
home and abroad, the Group was fully committed to the new development concept, and
stepped up its efforts to build a new development pattern and establish a diversified,
stable financing system at multiple levels with multiple channels. The Group has made
continued efforts to enrich its financing varieties, optimise the financing structure, and
strengthen the innovation of financing tools to maintain its competitive edge on the debt
side. In the direct financing market, the Group introduced several new types of bonds
including medium-term notes for rural revitalization, asset-backed securities for high-
quality development of the Yellow River basin, renewable green asset-backed special
project and perpetual medium-term notes, boasted ever closer ties with its investors and
continuously increased the number of stable investors by issuing multiple tranches of
long- and short-term bonds in the interbank market and the Shanghai Stock Exchange in
a timely and efficient manner. In the indirect financing market, the Group focused on core
financial institutions such as large state-owned commercial banks, joint-stock commercial
banks, city commercial banks and foreign banks, and conducted extensive, in-depth and
long-term cooperation in the direction of finance and industry in an active response to
polices of banks. With the implementation of the ESG loan, green loan and merger and
acquisition loan projects, the Group recorded substantial increase in the scale of credit
facilities. Meanwhile, the Group continued to keep a keen watch on the international
market and steadily promoted offshore syndicated and bilateral loans business to strongly
support diversified and stable funding resources.

The Group's interest-bearing bank and other borrowings were mainly used to finance the
capital requirement of our finance lease business. As at 31 December 2023, the balance
of the Group’s interest-bearing bank and other borrowings was RMB47,649.6 million,
representing an increase of RMB738.22 million or 1.6% as compared to that as at 31
December 2022. The borrowings of the Group are dominated in RMB, USD and HKD.

Breakdown of interest-bearing bank and other borrowings by type:

31 December 2023 31 December 2022
RMB'000 % of total RMB000 % of total Change %
Bank loans 26,415,315 55.4% 24,280,248 51.8% 8.8%
Due to related parties 4,445,739 9.3% 4,092,920 8.7% 8.6%
Bonds 16,458,383 34.6% 17,548,288 37.4% -6.2%
Other loans 330,163 0.7% 989,927 2.1% -66.6%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%
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As at 31 December 2023, the balance of the Group’s bank loans amounted to
RMB26,415.3 million, which accounted for 55.4% of the total interest-bearing bank
and other borrowings, representing an increase of 3.6 percentage points as compared
to 51.8% as at 31 December 2022. The Group continuously made efforts in domestic
credit market and strengthened its cooperation with banks in width and depth, with the
proportion of balance of bank loans increased.

Breakdown of interest-bearing bank and other borrowings by currency:

31 December 2023 31 December 2022
RMB'000 % of total RMB'000 % of total Change %
RMB 38,504,534 80.8% 32,720,554 69.8% 17.7%
usb 6,090,920 12.8% 10,419,838 22.2% -41.5%
HKD 3,054,146 6.4% 3,770,991 8.0% -19.0%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%

As at 31 December 2023, the balance of the Group's interest-bearing bank and other
borrowings denominated in RMB was RMB38,504.5 million, which accounted for 80.8%
of its total interest-bearing bank and other borrowings, representing an increase of 11.0
percentage points as compared to 69.8% as at 31 December 2022. Affected by the
increasingly tightened monetary policy in overseas market, the Group reduced the scale
of foreign currency financing in a timely and appropriate manner, continued its diversified
financing strategy, and at the same time objectively managed the foreign exchange risk
with foreign exchange derivatives.

Breakdown of the interest-bearing bank and other borrowings by region:

31 December 2023 31 December 2022
RMB'000 % of total RMB'000 % of total Change %
Domestic 37,804,534 79.3% 32,020,554 68.3% 18.1%
Overseas 9,845,066 20.7% 14,890,829 31.7% -33.9%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%
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As at 31 December 2023, the Group's domestic financing balance was RMB37,804.5
million, accounting for 79.3% of the total interest-bearing bank and other borrowings,
representing an increase of 11.0 percentage points as compared to 68.3% as at 31
December 2022. Taking advantage of the relatively loose monetary policy in domestic
market, the Group proactively explored domestic financing channels and vigorously
promoted domestic RMB financing.

Breakdown of the current and non-current interest-bearing bank and other borrowings:

31 December 2023 31 December 2022
RMB’000 % of total RMB'000 % of total Change %
Current 22,537,605 47.3% 20,802,790 44.3% 8.3%
Non-current 25,111,995 52.7% 26,108,593 55.7% -3.8%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%

As at 31 December 2023, the total balance of the Group’s current interest-bearing bank
and other borrowings amounted to RMB22,537.6 million, which accounted for 47.3%
of its total interest-bearing bank and other borrowings, representing an increase of 3.0
percentage points as compared to 44.3% at the end of the previous year. On the premise
that sufficient liquidity is maintained, the Group optimised maturity structure of financing
to obtain more low-cost funds, therefore, the overall structure of assets and liabilities
remained stable and favorable.

Breakdown of the secured and unsecured interest-bearing bank and other borrowings:

31 December 2023 31 December 2022

RMB’'000 % of total RMB'000 % of total Change %
Secured 8,431,837 17.7% 6,174,875 13.2% 36.6%
Unsecured 39,217,763 82.3% 40,736,508 86.8% -3.7%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%

As at 31 December 2023, the Group’s total secured interest-bearing bank and other
borrowings amounted to RMB8,431.8 million, which accounted for 17.7% of its total
interest-bearing bank and other borrowings, representing an increase of 4.5 percentage
points as compared to 13.2% at the end of the previous year. The Group’s secured assets
were mainly interest-earning assets. In order to expand financing channels, cultivate
different financing entities, and diversify financing resources, the proportion of the
secured interest-bearing bank and other borrowings was slightly increased.
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Breakdown of the direct financing and indirect financing in interest-bearing bank and

other borrowings:

31 December 2023 31 December 2022
RMB'000 % of total RMB’000 % of total Change %
Direct financing 16,689,509 35.0% 17,770,641 37.9% -6.1%
Indirect financing 30,960,091 65.0% 29,140,742 62.1% 6.2%
Total 47,649,600 100.0% 46,911,383 100.0% 1.6%

As at 31 December 2023, the total balance of the direct financing of the Group’s
interest-bearing bank and other borrowings amounted to RMB16,689.5 million, which
accounted for 35.0% of its total interest-bearing bank and other borrowings, representing
a decrease of 2.9 percentage points as compared to 37.9% at the end of the previous
year. The Group continued to cultivate and refine its presence in both the direct financing
market and indirect financing market. The stable and balanced financing structure secured
ample funding for the Company’s development.

3.2.2 Other payables and accruals

Other payables and accruals primarily comprise the collection of payments related to
asset-backed securities, the lease deposits paid by customers, the accrued interests on
borrowings, as well as the accrued salary and welfare payables. As at 31 December 2023,
other payables and accruals amounted to RMB8,882.8 million in total, representing an
increase of RMB1,314.9 million as compared to the end of the previous year, mainly due
to increase in the collection of payments related to asset-backed securities and lease
deposits of the Group.

3.3 Shareholders’ Equity

As at 31 December 2023, the Group’s total equity was RMB20,368.0 million, representing an
increase of RMB647.1 million or 3.3% as compared to the end of the previous year, among
which the non-controlling interests were RMB3,017.8 million, representing a decrease of
RMB1,062.2 million or 26.0% as compared to the end of the previous year, which was mainly
due to the decrease of non-controlling interests from the acquisition of equity interest in
Genertec Minmetals.
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The following table sets forth the equities as of the dates indicated:

31 December 2023 31 December 2022
RMB’'000 % of total RMB'000 % of total Change %
Share capital 5,297,254 26.0% 5,297,254 26.9% 0.0%
Equity attributable to holders of
convertible corporate bonds™ 75,486 0.4% 75,486 0.4% 0.0%
Reserves 10,305,001 50.6% 8,607,642 43.6% 19.7%

Equity attributable to owners of

the parent 15,677,741 77.0% 13,980,382 70.9% 12.1%
Equity attributable to holders of

renewable corporate bonds? 1,672,433 8.2% 1,660,414 8.4% 0.7%
Non-controlling interests 3,017,784 14.8% 4,080,025 20.7% -26.0%
Total 20,367,958 100.0% 19,720,821 100.0% 3.3%

(1

On 25 March 2021, Genertec Universal Medical Development (BVI) Co., Ltd., a wholly-owned
subsidiary of the Company, issued convertible bonds in an aggregate principal amount of USD150
million, which are guaranteed by the Company and bear the interest rate of 2% per annum. The
net proceeds raised from the issue of the convertible bonds, after deduction of the related expenses,
were approximately USD148 million. On 16 June 2023, the conversion price of the convertible bonds
was adjusted from HKD6.28 to HKD6.09 due to declaration and payment of final dividends by the
Company.

On 28 June 2021, CULC, a wholly-owned subsidiary of the Company, issued the renewable
corporate bonds of an aggregate principal amount of RMB500 million in the PRC, with a basic term
of two years from 29 June 2021. CULC will, at the end of the agreed basic term and each extended
period, be entitled to an option to extend the term of the bonds. The bonds are with a fixed interest
rate of 5.1%. The issue price is RMB100 per bond, which is equal to 100% of the principal value
of the corporate bonds. The Group redeemed these renewable corporate bonds in full on 29 June
2023.

On 25 October 2021, CULC issued the renewable corporate bonds of an aggregate principal amount
of RMB670 million in the PRC, with a basic term of two years from 25 October 2021. CULC will, at
the end of the agreed basic term and each extended period, be entitled to an option to extend the
term of the bonds. The bonds are with a fixed interest rate of 4.83%. The issue price is RMB100 per
bond, which is equal to 100% of the principal value of the corporate bonds. The Group redeemed
these renewable corporate bonds in full on 25 October 2023.
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On 22 December 2022, CULC issued the renewable corporate bonds of an aggregate principal
amount of RMB480 million in the PRC, with a basic term of one year from 22 December 2022.
CULC will, at the end of the agreed basic term and each extended period, be entitled to an option
to extend the term of the bonds. The bonds are with a fixed interest rate of 5%. The issue price
is RMB100 per bond, which is equal to 100% of the principal value of the corporate bonds. The
Group redeemed these renewable corporate bonds in full on 22 December 2023.

On 27 March 2023, CULC issued the renewable corporate bonds of an aggregate principal amount
of RMB300 million in the PRC, with a basic term of two years from 27 March 2023. CULC will, at
the end of the agreed basic term and each extended period, be entitled to an option to extend the
term of the bonds. The bonds are with a fixed interest rate of 4.8%. The issue price is RMB100 per
bond, which is equal to 100% of the principal value of the corporate bonds.

On 29 June 2023, CULC issued the renewable corporate bonds of an aggregate principal amount
of RMB600 million in the PRC, with a basic term of two years from 29 June 2023. CULC will, at the
end of the agreed basic term and each extended period, be entitled to an option to extend the term
of the bonds. The bonds are with a fixed interest rate of 4.3%. The issue price is RMB100 per bond,
which is equal to 100% of the principal value of the corporate bonds.

On 7 September 2023, CULC issued the renewable corporate bonds of an aggregate principal
amount of RMB500 million in the PRC, with a basic term of one year from 7 September 2023. CULC
will, at the end of the agreed basic term and each extended period, be entitled to an option to
extend the term of the bonds. The bonds are with a fixed interest rate of 3.38%. The issue price is
RMB100 per bond, which is equal to 100% of the principal value of the corporate bonds.

On 27 December 2023, CULC issued the perpetual medium-term notes of an aggregate principal
amount of RMB250 million in the PRC, with a basic term of two years from 27 December 2023.
CULC will, at the end of the agreed basic term and each extended period, be entitled to an option
to extend the term of the notes. Such notes will have a fixed coupon rate during the first term. At
the end of the first term and each extended period, the coupon rate is subject to reset. The issue
price is RMB100 per note, which is equal to 100% of the principal value of the notes.
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CASH FLOWS ANALYSIS

In 2023, the Group’s net cash inflow from operating activities amounted to RMB4,994.0 million,
representing an increase of inflow of RMB2,961.9 million as compared to that of the previous
year, which was mainly due to the increase in the inflow amounts as a result of the increased
scale in asset-backed securities business. Net cash outflow from investing activities amounted to
RMB1,059.0 million, representing an increase of outflow of RMB937.6 million as compared to that
of the previous year, primarily due to the additional investments as well as acquisitions and mergers
made during the year. Net cash outflow from financing activities amounted to RMB3,793.6 million,
representing an increase of outflow of RMB2,217.2 million as compared to that of the previous year,
primarily due to the redemption of corporate bonds and acquisition of minority interest.

The following table sets forth the cash flows for the years indicated:

For the year ended

31 December

2023 2022
RMB’000 RMB'000 Change %

Net cash flows generated from operating

activities 4,993,965 2,032,068 145.8%
Net cash flows used in investing activities (1,058,997) (121,398) 772.3%
Net cash flows used in financing activities (3,793,636) (1,576,418) 140.6%
Effect of exchange rate changes on cash and

cash equivalents 2,299 (25,248) -109.1%
Net increase in cash and cash equivalents 143,631 309,004 -53.5%

CAPITAL MANAGEMENT

The primary objective of the Group’s capital management activities is to ensure that it maintains
healthy capital ratios, so as to support the Group’s business and maximise its shareholders’ value.
The Group uses debt ratio and gearing ratio to monitor its capital status. As at 31 December 2023,
no change was made to the Group’s objectives, policies or processes for capital management.
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Debt ratio

31 December

2023
RMB’000

31 December
2022
RMB’000

Total assets 80,344,744 76,980,328
Total liabilities 59,976,786 57,259,507
Total equity 20,367,958 19,720,821
Debt ratio 74.65% 74.38%

Gearing ratio

31 December
2023

RMB’000

31 December
2022
RMB'000

Interest-bearing bank and other borrowings 47,646,600 46,911,383
Total equity 20,367,958 19,720,821
Gearing ratio 2.34 2.38

As at 31 December 2023, the Group’s debt ratio and gearing ratio decreased slightly as compared
to the end of the previous year.

CAPITAL EXPENDITURE

The Group's capital expenditure primarily consists of expenditure on the purchase of medical
equipment, other equipment expenditure relating to the Group’s operating lease business,
construction expenditure on hospital projects and expenditure relating to office facilities. In 2023,
the Group had capital expenditure of RMB896.8 million.

RISK MANAGEMENT

The Group's principal financial instruments include interest-earning assets, trade receivables, trade
payables, interest-bearing bank and other borrowings, and cash and cash equivalents. The main
purpose of cash and cash equivalents and interest-bearing bank and other borrowings is to finance
the Group's operations while other financial assets and financial liabilities such as trade receivables
and trade payables are directly related to the Group’s operating activities.

The Group is exposed to various types of market risks in the ordinary course of business, primarily
including interest rate risk, currency risk, credit risk and liquidity risk.
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7.1 Interest Rate Risk

Interest rate risk is the risk arising from the fluctuation of financing instrument or future
cash flows as a result of changes in market interest rates. The Group’s exposure to the risk
of changes in market interest rates primarily relates to the Group's interest-bearing bank and
other borrowings and interest-earning assets.

A principal part of the Group’s management of interest rate risk is to monitor the sensitivity of
projected net interest income under varying interest rate scenarios (simulation modeling). The
Group aims to mitigate the impact of prospective interest rate movements which could reduce
future net interest income, while balancing the cost of such risk mitigation measure.

The following table sets forth a sensitivity analysis on the Group's profit before tax affected by
a reasonably possible change in interest rate, with all other variables unchanged. The sensitivity
of the profit before tax is the effect of the assumed changes in interest rates on profit before
tax, based on the financial assets and financial liabilities held at the end of each reporting
period subject to repricing within the coming year.

Increase/(decrease)

in profit before tax

31 December 31 December
2023 2022
RMB’000 RMB’000

Change in base points
+100 base points (98,220) (41,915)
-100 base points 98,220 41,915

7.2 Currency Risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in exchange rates. The Group’s exposure to the risk of changes in
foreign exchange relates primarily to the financing activities of the Group.

The Group conducts its business mainly in RMB, with certain financing activities denominated
in USD and other currencies pegged to the USD. The Group’s currency risk mainly arises from
the transactions denominated in currencies other than RMB. In order to control currency risk,
the Group adopted prudent currency risk management strategies which hedges risk exposures
one by one under comprehensive risk exposure management. It proactively hedged against
foreign exchange exposure based on the currency and terms through using the operation of
financial instruments such as forward exchange rate. As of 31 December 2023, the Group's
exposure to foreign exchange risk amounted to approximately USD1,283.2 million, USD1,282.3
million or 99.9% of which had been hedged against by various financial instruments. Thus, the
Group's exposure to foreign exchange risk is basically covered.
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The table below sets forth a sensitivity analysis on the Group’s profit before tax affected by a
reasonably possible change in exchange rate:

Increase/(decrease)

in profit before tax

Change in 31 December 31 December

exchange rate 2023 2022

% RMB’000 RMB’'000

If RMB strengthens against USD/HKD ) 78 (349)
If RMB weakens against USD/HKD 1 (78) 349

The exchange rate of RMB to USD is managed under a floating exchange rate system. The HKD
exchange rate has been linked to the USD and therefore the exchange rate of RMB to HKD
has fluctuated and will fluctuate in line with the changes in the exchange rate of RMB to USD.
The analysis calculates the effect on profit before tax of a reasonably possible movement in the
currency rate against RMB, with all other variables held constant.

7.3 Credit Risk

Credit risk is the risk of loss arising from a lessee’s or counterparty’s inability to meet its
obligations. The Group enters into transactions only with recognised and creditworthy third
parties. In accordance with the policy of the Group, the Group examines and verifies the
credit risk of all customers with whom the Group has credit transactions. Besides, the Group
monitors and controls the interest-earning assets regularly to mitigate the risk of significant
exposure to bad debts. Other financial assets of the Group include cash and bank deposits,
accounts receivables and other receivables. The credit risk of these financial assets arises from
the counterparty’s inability to meet its obligations. The maximum exposure to credit risk equals
to the carrying amounts of these assets.

In determining the classification of its interest-earning assets, the Group applies a set of
criteria pursuant to its internal policies. These criteria are designed to assess the likelihood
of repayment by the borrower and the collectability of principal and interest on the interest
earning assets of the Group. Interest-earning assets classification criteria of the Group focus on
a number of factors, to the extent applicable, and include the following criteria:
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Classification criteria

Pass. There is no reason to doubt that the loan principal and interest will not be repaid by
the lessee in full and/or in a timely manner. There is no reason whatsoever to suspect that the
interest-earning assets will be impaired.

Special Mention. Even though the lessee has been able to pay the lease payments in a timely
manner, there are still some factors that could adversely affect its ability to pay. These factors
include changes in economy, policies and regulations and industry environment, changes in
property structures, significant negative events and significant fall in key financial indicators
occurred to lessees, sharp lag of infrastructure projects behind the original plan, or heavy
overrun of budget, impact of changes in core asset value on repayment abilities of the lessees,
as well as emerging of position relating to guarantors impacting their financial and operating
conditions. In addition, the Group takes into account impacts of subjective factors on asset
quality such as changes in repayment willingness of the lessees, for example, if payments have
been overdue and the financial position of the lessee has worsened, then the interest-earning
assets for this lease contract should be classified as special mention or lower.

Substandard. The lessee’s ability to pay the principal and interests of the interest-earning
assets is in question as it is unable to pay the principal and interests of the lease payment in
full with its operating revenues and the Group is likely to incur losses notwithstanding the
enforcement of any guarantees. For example, if a lease payment that has been categorised as
special mention continues to be overdue for a period of time, then the interest-earning assets
for this lease contract should be classified as substandard or lower.

Doubtful. The lessee’s ability to pay is in question as it is unable to make lease payments in
full and on a timely basis with its operating revenues. Notwithstanding the enforcement of
any guarantees underlying the lease contract, the Group is likely to incur significant losses. For
example, if a lease payment that has been categorised as substandard continues to be overdue
for a period of time, the interest-earning assets for this lease contract shall be classified as
doubtful or lower.

Loss. After taking all possible steps or going through all necessary legal procedures, lease
payments remain overdue or only a very limited portion has been recovered. For example, if a
lease payment that has been categorised as doubtful continues to be overdue for a period of
time, the interest-earning assets for this lease contract shall be classified as a loss.
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Asset management measures

Under the overall risk management framework, the Group fully participated in the asset
management works, with multi-sectorial coordination and collaboration, to maintain the safety
of assets and improve the asset quality. During the whole process of each of the finance lease
project, the Group took risk management measures to monitor the quality of its asset portfolio,
the quality of the assets underlying its leases and the efficiency of its credit assessment
workflow. These measures are integrated into on-going asset management efforts of the
Group with the following key features:

Continuously improving the management process after the lease and regularly monitoring the
asset portfolio

The Group continued to improve the management process after lease and strengthened the
coordination of various departments to ensure the rent collection and the collateral security, as
well as enhancing asset quality. During the year, the Group constantly monitored the collection
of rental payments from our customers. For projects with overdue lease receivables, we would
adopt a variety of measures to collect the overdue receivables, and collect data to facilitate our

classification of risky assets.

On-site customer visits

The Group formulated and implemented an annual on-site visit plan and inspected the business
development and financial conditions of its customers on a continuing basis, during which
cross-selling opportunities could also be explored for providing more value-added services.
Through on-site visits, the customers would be urged to pay the rent on time more consciously
and they would be more willing to communicate with the Group.

Material events handling and reporting procedures

The Group implemented a material events reporting system. If any material adverse event
occurs to customers, a responsible department should take the lead and collaborate and
coordinate with various departments to actively respond to the situation. Meanwhile, such
event would need to be reported to the senior management and the Board.
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Regular assessments on asset quality and update on reclassification

The Group adopted the expected credit loss model to classify its assets related to interest
earning assets. Under this categorization system, the Group’s assets related to interest-earning
assets are divided into five categories, namely “pass”, “special mention”, “substandard”,
“doubtful” and “loss”. The last three categories of assets are considered as non-performing
assets. The Group applied a series of criteria in determining the classification of each of its
assets, which focus on a number of factors, including (1) the customer’s ability to make lease
payments; (2) the customer’s payment history; (3) the customer’s willingness to make lease
payments; (4) the collateral provided for the lease; and (5) the possibility of legal enforcement
in the event of delinquent lease payments. The Group closely monitored the asset quality by
focusing on the aforementioned factors, and would decide whether to reclassify such assets
and adopt appropriate measures to improve their management. The Group has also established
concrete management measures for making relevant provisions for impairment to the extent
such impairment is reasonably envisaged.

Credit Risk Analysis
Analysis on the industry concentration of interest-earning assets

Credit risk is often greater when lessees are concentrated in one single industry or geographical
location or have comparable economic characteristics. Customers of the Group are diversely
located in different regions of the Chinese mainland, and its lessees are from different

industries as follows:

31 December 2023 31 December 2022

RMB’000 % of total RMB'000 % of total
Healthcare 12,418,950 18.4% 17,346,262 26.6%
Urban public utility 50,106,877 74.4% 45,147 968 69.2%
Others 4,822,758 1.2% 2,739,601 4.2%
Total 67,348,585 100.0% 65,233,831 100.0%

Although the customers of the Group are mainly concentrated in the healthcare industry and
urban public utility industry, there is no significant credit risk concentration within the Group
as healthcare industry relates closely to people’s basic livelihood and is weakly correlated to
the economic cycle, the development fundamentals of urban public utility are sound, and
systematic risks are under control.
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The data of exposure to credit risk arises from loans and accounts receivables, other
receivables, derivative financial instruments and credit commitments. The analysis of financial

assets which are neither past due nor impaired is as follows:

31 December 31 December

2023 2022

RMB’000 RMB’'000

Net interest-earning assets 66,498,898 63,848,757
Accounts receivables 1,756,800 1,341,858
Other receivables 501,158 403,197
Derivative financial assets 263,970 232,154
Notes receivable 41,478 1,900

7.4 Liquidity Risk

Liquidity risk is the risk arising from funds not being available to meet liabilities as they fall due.
This may arise from mismatches in amounts or duration with regard to the maturity of financial
assets and liabilities.

The Group manages its liquidity risk through daily, monthly and quarterly monitoring with
the following objectives: maintaining flexibility in funding by keeping sufficient available loan
facilities or loan commitments provided by banks and other financial institutions, making
projections of cash flows and evaluating the appropriateness of current asset/liability position,
and maintaining an efficient internal funds transfer mechanism.

The table below summarises the maturity profile of the Group’s financial assets and liabilities

based on the contractual undiscounted cash flows:

Within 3 3t0 12 1to5 Over 5
On demand months months years years Infinite
RMB'000

31 December 2023

Total financial assets 3103504 10,201,521 21,317,899 46,921,596 - 2778 81,547,298
Total financial liabilities (107,548)  (7,709,850)  (22,435,101)  (30,083,157) (553,448) - (60,889,104)
Net liquidity gap” 2,995,956 2491671 (1,117,202) 16,838,439 (553,448) 2,778 20,658,194
31 December 2022

Total financial assets 2,970,800 9,503,281 19578237 46,974,024 - - 79,026,342
Total financial liabilities (1,114,778) (4971019  (20298,737)  (31,465,210) (215,228) - (58,064,972)
Net liquidity gap" 1,856,022 4,532,262 (720,500) 15,508,814 (215,228) - 20961370
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M A positive liquidity gap indicates financial assets are more than financial liabilities and there is no
funding gap, while a negative net liquidity gap indicates otherwise.

The Group will reasonably arrange the term of financial liabilities to control the liquidity risk.

PLEDGE OF GROUP ASSETS

As at 31 December 2023, the Group had interest-earning assets of RMB8&,799.2 million and cash of
RMB671.9 million pledged or paid to banks to secure the bank borrowings.

MATERIAL INVESTMENTS, ACQUISITIONS AND DISPOSALS

On 30 July 2022, Hospital Investment Co., Ltd. and Genertec Minmetals entered into (i) an equity
transfer agreement with Minmetals Shareholders, pursuant to which Hospital Investment Co., Ltd.
(as the purchaser) had conditionally agreed to acquire, and Minmetals Shareholders (as vendors)
had conditionally agreed to sell a total of 44% of the equity interest in Genertec Minmetals held
by Minmetals Shareholders, for a total consideration of RMB1,096.2 million; and (ii) an equity
transfer agreement with CITIC Capital (Tianjin), pursuant to which Hospital Investment Co., Ltd.
(as the purchaser) had conditionally agreed to acquire, and CITIC Capital (Tianjin) (as the vendor)
had conditionally agreed to sell 10% of the equity interest in Genertec Minmetals held by CITIC
Capital (Tianjin), at nil consideration. The acquisition had been completed on 1 March 2023. Upon
completion of the transactions, Genertec Minmetals was owned as to 100% by Hospital Investment
Co., Ltd., and accordingly, became an indirect wholly-owned subsidiary of the Company.

On 11 August 2023, Genertec Universal Medical Technology Services (Tianjin) Co., Ltd. (GEBAIREK
BEBERITARS(RE)BRAF]) (a wholly owned subsidiary of the Company) entered into an equity
transfer agreement (the “Equity Transfer Agreement”) with Casstar and its seven shareholders.
Pursuant to the Equity Transfer Agreement, Genertec Universal Medical Technology Services (Tianjin)
Co., Ltd. conditionally agreed to acquire an aggregate of 85% of the equity interest in Casstar from
the seven shareholders of Casstar, for a consideration of RMB467.5 million. Upon completion of this
transaction, Casstar would become an indirect non-wholly owned subsidiary of the Company and
the financial results of Casstar will be consolidated into the financial statements of the Group.

Save as disclosed above, there were no significant investments held, nor were there any material
disposals of subsidiaries during the year ended 31 December 2023.
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10. CIRCUMSTANCES INCLUDING CONTRACTUAL OBLIGATIONS,
CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

10.1 Contingent Liabilities

31 December 31 December

2023 2022
RMB’000 RMB'000

Legal proceedings - -
Claimed amounts - -

10.2 Capital Commitments and Credit Commitments

The Group had the following capital commitments and credit commitments as at each of the
dates indicated:

31 December 31 December

2023 2022
RMB’000 RMB'000

Capital expenditure under signed contracts but not
appropriated® 864,754 1,690,434
Credit commitments? 2,069,000 2,530,000

m Capital expenditure under signed contracts but not appropriated during the year mainly represents
unpaid amounts for medical equipment under contracts signed by hospitals and the unpaid amounts
for construction and operation projects contracted by hospitals.

@ Credit commitments refer to the amount, conditional and revocable, under approved lease contracts
but not appropriated by settlement date.
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11. HUMAN RESOURCES

As of 31 December 2023, we had a total of 21,089 employees, representing an increase of 554
employees or 2.7% as compared to 20,535 employees as of 30 June 2023, which is mainly due to
the transfer of employees from acquired hospitals.

We have a highly-educated and high-quality work force, with about 64.86% of our employees
holding bachelor’s degrees and above, about 6.48% holding master’s degrees and above, about
40.11% with intermediate title and above, and about 13.44% with senior vice title and above as of
31 December 2023.

We have established and implemented a flexible and efficient employee incentive compensation
plan to link the remuneration of our employees to their overall performance and contribution to
the Group. We have established a performance-based remuneration and award system based on
their overall performance and accomplishment of work targets. We promote employees based on
their positions, service term and overall performance by categorising them into professional or
managerial group, which provides our employees with a clear career development path. We perform
a comprehensive performance evaluation over our employees at different positions and levels on an
annual basis according to business objective obligations and achievement of key objectives.

In accordance with applicable PRC regulations, we have made contributions to social security
insurance funds (including pension insurance, medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance) and housing funds for our employees. We also
provide other insurance plans for eligible employees such as supplementary pension, additional
medical insurance and accident insurance in addition to those required under the PRC regulations.
As of 31 December 2023, the Group complied with all statutory social insurance and housing fund
obligations applicable to the Group under the PRC laws in all material respects.
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CORPORATE GOVERNANCE CULTURE

The Company is committed to ensuring that its affairs are conducted in accordance with high ethical
standards. This reflects its belief that, in the achievement of its long-term objectives, it is imperative to act
with probity, transparency and accountability. By so acting, the Company believes that shareholder wealth
will be maximised in the long term and that its employees, those with whom it does business and the
communities in which it operates will all benefit.

Corporate governance is the process by which the Board instructs management of the Group to conduct
its affairs with a view to ensuring that its objectives are met. The Board is committed to maintaining and
developing robust corporate governance practices that are intended to ensure:

- satisfactory and sustainable returns to Shareholders;

—  that the interests of those who deal with the Company are safeguarded;

—  that overall business risk is understood and managed appropriately;

—  the delivery of high-quality products and services to the satisfaction of customers; and
—  that high standards of ethics are maintained.

CORPORATE GOVERNANCE PRACTICES

The Board has been committed to achieving good corporate governance standards.

The Board believes that good corporate governance standards are essential in providing a framework
for the Company to safeguard the interests of Shareholders and to enhance corporate value and
accountability. The Company’s corporate governance practices are based on the principles and code
provisions as set out in the CG Code contained in Appendix C1 to the Listing Rules and the Company has
adopted the CG Code as its own code of corporate governance.

In the opinion of the Directors, the Company has complied with all applicable code provisions as set out
in the CG Code throughout the year ended 31 December 2023 save for the deviation from code provision

B.2.2 which is explained in the relevant paragraph of this Corporate Governance Report.

The Board will from time to time, review and enhance its corporate governance practices to ensure that
the Company continues to meet the requirements of the CG Code.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Securities Dealing Code on terms no less exacting than the Model Code as
set out in Appendix C3 to the Listing Rules.

The Securities Dealing Code applies to all Directors and to all employees of the Company and/or its
subsidiaries who, because of such office or employment, are likely to possess inside information in relation
to the Company or its securities, receive the code and are informed that they are subject to its provisions.

Specific enquiry has been made to all the Directors who have confirmed that they have complied with the
Model Code and the Securities Dealing Code throughout the year ended 31 December 2023.

No incident of non-compliance of the Securities Dealing Code by the relevant employees was noted by
the Company.

BOARD OF DIRECTORS

The Company is headed by an effective Board which assumes responsibility for its leadership and control
and be collectively responsible for promoting the Company’s success by directing and supervising the
Company'’s affairs. Directors take decisions objectively in the best interests of the Company.

The Board has a balance of skills, experience and diversity of perspectives appropriate to the requirements
of the Company’s business and regularly reviews the contribution required from a Director to perform
his/her responsibilities to the Company and whether the Director is spending sufficient time performing
them that are commensurate with their role and the Board responsibilities. The Board includes a balanced
composition of executive Directors and non-executive Directors (including independent non-executive
Directors) so that there is a strong independent element on the Board, which can effectively exercise
independent judgement.

Board Composition

The Board currently comprises eleven members, which consists of three executive Directors, four non-
executive Directors, and four independent non-executive Directors.

The Board comprises the following directors during the year ended 31 December 2023:

Executive Directors:

Ms. Peng Jiahong (Chairwoman)

Mr. Wang Wenbing (Chief Executive Officer)
Ms. Wang Lin@

Mr. Yu Gang®
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Non-executive Directors:

Mr. Chan Kai Kong (Vice-chairman)
Mr. Tong Chaoyin

Mr. Xu Ming

Mr. Zhu Ziyang

Independent Non-executive Directors:
Mr. Li Yinquan

Mr. Chow Siu Lui

Mr. Xu Zhiming

Mr. Chan, Hiu Fung Nicholas

Notes:

m Resigned with effect from 21 June 2023
@ Appointed with effect from 25 July 2023

The list of directors (by category) is also disclosed in all corporate communications issued by the Company
pursuant to the Listing Rules from time to time. The independent non-executive Directors are expressly
identified in all corporate communications pursuant to the Listing Rules.

Ms. Wang Lin, who has been appointed as an executive Director during the financial year ended 31
December 2023, has obtained the legal advice referred to in Rule 3.09D of the Listing Rules/on Hong
Kong law as regards the requirements under the Listing Rules that are applicable to her as a director of
a listed issuer and the possible consequences of making a false declaration or giving false information
to the Stock Exchange on 1 August 2023, and she has confirmed she understood her obligations as a
director of a listed issuer.

The biographical information of the Directors is set out in the section headed “Biography of Directors” on
pages 82 to 90 of this annual report.

None of the members of the Board is related to one another.

Chairwoman and Chief Executive Officer

The positions of chairwoman and chief executive officer are held by Ms. Peng lJiahong and Mr. Wang
Wenbing respectively. The chairwoman provides leadership and is responsible for the effective functioning
and leadership of the Board. The chief executive officer focuses on the Company’s business development
and daily management and operations generally. Their respective responsibilities are clearly defined and
set out in writing.
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Independent Non-executive Directors

During the year ended 31 December 2023, the Board at all times met the requirements of the Listing
Rules relating to the appointment of at least three independent non-executive Directors representing
at least one-third of the Board with one of whom possessing appropriate professional qualifications or
accounting or related financial management expertise.

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

Board Independence Evaluation

The Company has established internal policies (including but not limited to the Articles, Policy for the
Nomination of Directors, and Terms of Reference of the Remuneration and Nomination Committee) to
ensure that the Board has access to independent views and opinions. These policies cover the Company’s
procedures and selection criteria for the election and appointment of directors (including independent
non-executive directors), the mechanism for directors to abstain from voting on relevant proposals
considered by the Board, and the authority of the independent board committee to engage independent
financial advisors or other professional consultants. The Company has reviewed the implementation and
effectiveness of the aforesaid mechanisms and believes that the aforesaid mechanisms can ensure the
independent views and opinions of the Board.

The objectives of the internal policies are to improve Board effectiveness, maximise strengths, and identify
the areas that need improvement or further development, clarify what actions of the Company need to
be taken to maintain and improve the Board performance, for instance, addressing individual training and
development needs of each Director.

Appointment and Re-election of Directors

Code provision B.2.2 states that every director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years.

Each of the executive Directors has entered into a service contract with the Company for a term of three
years. Each of the non-executive Directors and independent non-executive Directors has entered into a
letter of appointment with the Company for a term of three years and is subject to retirement provision
pursuant to the Articles.

Except for executive Directors, at each annual general meeting, one-third of the Directors or the number
which is nearest to and is at least one-third, shall retire from office by rotation and be eligible for re-
election. The executive Directors are not subject to retirement provision of the Articles, but the Articles
shall not prejudice the power of shareholders in general meeting to remove any such Director. To ensure
continuity of leadership and stability for growth of the Company, the Board is of the view that the
executive Directors should hold office on a continuous basis.
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Responsibilities, Accountabilities and Contributions of the Board and
Management

The Board is responsible for leadership and control of the Company and is collectively responsible for
directing and supervising the Company’s affairs.

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

All Directors, including non-executive Directors and independent non-executive Directors, have brought
a wide spectrum of valuable business experience, knowledge and professionalism to the Board for its
efficient and effective functioning. The independent non-executive Directors are responsible for ensuring a
high standard of regulatory reporting of the Company and providing a balance in the Board for bringing
effective independent judgement on corporate actions and operations.

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

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

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

Continuous Professional Development of Directors

The Directors shall keep abreast of regulatory developments and changes in order to effectively perform
their responsibilities and make comprehensive and informed contribution to the Board.

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

Directors should participate in appropriate continuous professional development to develop and refresh
their knowledge and skills. Internally-facilitated briefings for Directors would be arranged and reading
materials on relevant topics would be provided to Directors where appropriate. All Directors are
encouraged to attend relevant training courses at the Company’s expenses.
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During the year, all the Directors have participated in continuous professional training, including reading
guidance materials provided and published by the Stock Exchange.

BOARD COMMITTEES

The Board has established five committees, namely the Audit Committee, the Remuneration Committee,
the Nomination Committee, the Risk Control Committee and the Strategy Committee to oversee particular
aspects of the Company’s affairs. All Board committees of the Company are established with specific
written terms of reference which deal with their authorities and duties. The terms of reference of the
Audit Committee, the Remuneration Committee and the Nomination Committee have been posted on the
websites of the Stock Exchange and the Company, respectively.

The list of the chairman and members of each Board committee is set out under “Corporate Information”
on page 2 of this annual report.

Audit Committee

The Audit Committee consists of one non-executive Director, and two independent non-executive
Directors, namely Mr. Li Yinquan, Mr. Chow Siu Lui and Mr. Tong Chaoyin. Mr. Li Yinquan is the
chairman of the Audit Committee.

The terms of reference of the Audit Committee are no less exacting than those set out in the CG Code.
The main duties of the Audit Committee include monitoring the integrity of the Company’s financial
statements, annual report and interim report, and reviewing significant financial reporting judgements
contained therein; reviewing the Company’s financial controls, risk management and internal control
systems; making recommendations to the Board on the appointment, re-appointment and removal of
external auditor, and approving the remuneration and terms of engagement of external auditor, as well
as reviewing arrangements which can be secretly utilized by employees of the Company, to raise concerns
about possible improprieties in financial reporting, internal control or other matters.

The Audit Committee is also responsible for performing the functions set out in the code provision
A.2.1 of the CG Code which include developing and reviewing the Company’s policies and practices
on corporate governance and make recommendation to the Board; reviewing and monitoring the
Company’s policies and practices on compliance with legal and regulatory requirements; reviewing and
monitoring the training and continuous professional development of directors and senior management
of the Company; and reviewing the Company’s compliance with the CG Code, the Model Code and the
Securities Dealing Code adopted by the Company from time to time and the disclosure in the Corporate
Governance Report to be contained in the Company’s annual reports.
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During the year, the Audit Committee held two meetings to review the annual financial results and
reports in respect of the year ended 31 December 2022 and the interim financial results and reports in
respect of the six months ended 30 June 2023, respectively. The Audit Committee also passed written
resolutions during the year to resolve matters relating to the audit fees and terms of engagement of the
external auditor.

Together with all the other Directors, the Audit Committee also reviewed the Company’s corporate
governance policies and practices, Directors’ time commitments and contribution, training and continuous
professional development of Directors and senior management, the Company’s policies and practices on
compliance with legal and regulatory requirements, the compliance of the Model Code and the Securities
Dealing Code, and the Company’s compliance with the CG Code and disclosure in this Corporate
Governance Report, as well as the effectiveness of the shareholders’ communication policy.

The Audit Committee met with the external auditor twice during the year for reviewing the Company’s
annual and interim financial results.

Remuneration Committee

The Remuneration Committee currently consists of two non-executive Directors and three independent
non-executive Directors, namely Mr. Chow Siu Lui, Mr. Chan Kai Kong, Mr. Xu Ming, Mr. Li Yinquan and
Mr. Xu Zhiming. Mr. Chow Siu Lui is the chairman of the Remuneration Committee.

The terms of reference of the Remuneration Committee are no less exacting than those set out in the
CG Code. The primary functions of the Remuneration Committee include making recommendations
to the Board on the Company’'s policy and structure for the remuneration of all Directors and senior
management and establishing a formal and transparent procedure for developing the remuneration policy;
making recommendations to the Board on the remuneration packages of individual executive Directors
and senior management; and ensuring that no Director or any of his/her close associates is involved in
deciding his/her own remuneration and/or approving matters relating to share schemes under Chapter 17
of the Listing Rules.

During the year, the Remuneration Committee met once to review the Company’s policy and structure for
the remuneration of all Directors and senior management, the remuneration packages of the executive
Directors and senior management of the Company and the remuneration of non-executive Directors as
well as the service contracts of the executive Directors and the renewed letters of appointment of the
non-executive Directors. The Remuneration Committee also passed written resolutions during the year
to recommend to the Board the appointment of new Director and reviewed the service contract. During
the year, the Remuneration Committee approved (i) the lapse of the second batch of the share options
granted under the Share Option Scheme and (ii) the cancellation of the third batch of the share options
granted under the Share Option Scheme due to the unfulfilled certain conditions pursuant to the Share
Option Scheme.
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The Company’s remuneration policy is to ensure that the remuneration offered to employees, including
Directors and senior management, is based on skill, knowledge, responsibilities and involvement in the
Company’s affairs. The remuneration packages of executive Directors are also determined with reference
to the Company’s performance and profitability, the prevailing market conditions and the performance
or contribution of each executive Director. The remuneration for the executive Directors comprises basic
salary, pensions and performance/discretionary bonus. Executive Directors shall receive options to be
granted under the Company’s share option scheme. The remuneration policy for non-executive Directors
and independent non-executive Directors is to ensure that non-executive Directors and independent non-
executive Directors are adequately compensated for their efforts and time dedicated to the Company’s
affairs, including their participation in Board committees. The remuneration for the non-executive
Directors and independent non-executive Directors mainly comprises Director’s fee which is determined
with reference to their duties and responsibilities by the Board. Non-executive Directors and independent
non-executive Directors shall not receive options and share awards to be granted under the Company’s
share option scheme and share award scheme. Individual Directors and senior management have not
been involved in deciding their own remuneration.

Nomination Committee

The Nomination Committee consists of one executive Director, one non-executive Director and three
independent non-executive Directors, namely Ms. Peng Jiahong, Mr. Xu Ming, Mr. Li Yinquan, Mr.
Chow Siu Lui and Mr. Chan, Hiu Fung Nicholas. Ms. Peng Jiahong is the chairwoman of the Nomination
Committee.

The terms of reference of the Nomination Committee are no less exacting than those set out in the
CG Code. The principal duties of the Nomination Committee include reviewing the structure, size and
composition of the Board; identifying individuals suitably qualified to become members of the Board
and selecting or making recommendations to the Board on the selection of individuals nominated for
directorship; making recommendations to the Board on the appointment, re-appointment and succession
planning of Directors; and assessing the independence of independent non-executive Directors, as well as
reviewing the board diversity policy and the Director Nomination Procedures.

Board Diversity Procedure

The Board has adopted a board diversity policy which sets out the approach to achieve diversity on the
Board in terms of skills, professional experience, educational background, knowledge, expertise, culture,
independence, age and gender. The Company recognises and embraces the benefits of having a diverse
Board to enhance the quality of its performance. In accordance with the board diversity policy, a truly
diverse Board will include and make good use of differences in the skills, regional and industry experience,
background, race, gender and other qualities of directors. These differences will be taken into account in
determining the optimum composition of the Board. All Board appointments will be based on merit while
taking into account diversity (including gender diversity). The Nomination Committee will review the board
diversity policy, as appropriate, to ensure the effectiveness of the policy. The Nomination Committee will
discuss any revisions that may be required and recommend any revision to the Board for consideration
and approval.
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An analysis of the Board’s current composition based on the measurable objectives is set out below:

Gender Age Group
Male: 9 Directors 21-30: 1 Director
Female: 2 Directors 41-50: 3 Directors

51-60: 4 Directors
61-70: 3 Directors

Designation Educational Background
Executive Directors: 3 Directors Business Administration: 3 Directors
Non-executive Directors: 4 Directors Accounting and Finance: 5 Directors

Independent Non-executive Directors: 4 Directors Legal: 2 Directors
Other: 1 Director

Nationality Business Experience

Chinese: 11 Directors Accounting & Finance: 4 Directors
Legal: 1 Director
Experience Related to the Company’s Business:
6 Directors

The Nomination Committee and the Board considered that the current composition of Board is sufficiently
diverse.

The Nomination Committee will review the Board Diversity Policy, as appropriate, to ensure its
effectiveness.

Gender Diversity

The Company values gender diversity across all levels of the Group. The following table sets out the
gender ratio in the workforce of the Group, including the Board and senior management as at the date
of this annual report:

Level Female Male
Board 18.2% 81.8%
(2) 9)

Senior Management 57.14% 42 .86%
(4) (3)

Other employees 71.82% 28.18%
(15,141) (5,941)

Overall workforce 71.81% 28.19%
(15,145) (5,944)

* The total number of employees (excluding board members) of the Group is 21,089, in which there is overlap
between the board and the senior management.
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The Board considers that the above current gender diversity is satisfactory, and the Company expects to
maintain the current gender ratio going forward.

Director Nomination Procedures

The Nomination Committee has adopted a set of nomination procedures under the terms of reference
of the Nomination Committee for selection of candidates for directorship. The Nomination Committee
evaluates candidate(s) based on the criteria by reference to the Company’s business and corporate
strategy and recommend desirable candidate(s) for directorship(s) to the Board, which include character,
qualifications (including professional qualifications, skills, knowledge, experience and diversity of
perspective that are relevant to the Company’s business and corporate strategy), independence by
reference to the Listing Rules (for appointment of independent non-executive Director) and Board diversity
policy. The Nomination Committee will review annually the terms of reference and the effectiveness in
the discharge of its duties and to make recommendation to the Board any changes it considers necessary.

The nomination process set out in the Director Nomination Procedure is as follows:

Appointment of New Director

(i)  The Nomination Committee and/or the Board may select candidates for directorship from various
channels, including but not limited to internal promotion, re-designation, referral by other member
of the management and external recruitment agents.

(i)  The Nomination Committee and/or the Board should, upon receipt of the proposal on appointment
of new Director and the biographical information (or relevant details) of the candidate, evaluate such
candidate based on the criteria as set out above to determine whether such candidate is qualified
for directorship.

(iii) I the process yields one or more desirable candidates, the Nomination Committee and/or the Board
should rank them by order of preference based on the needs of the Company and reference check
of each candidate (where applicable).

(iv) The Nomination Committee should then recommend to the Board to appoint the appropriate
candidate for directorship, as applicable.

(v)  For any person that is nominated by a Shareholder for election as a Director at the general meeting
of the Company, the Nomination Committee and/or the Board should evaluate such candidate based

on the criteria as set out above to determine whether such candidate is qualified for directorship.

Where appropriate, the Nomination Committee and/or the Board should make recommendation to
Shareholders in respect of the proposed election of Director at the general meeting.

2023 Annual Report

69



70

CORPORATE GOVERNANCE REPORT

Re-election of Director at General Meeting

(i)  The Nomination Committee and/or the Board should review the overall contribution and service to
the Company of the retiring Director and the level of participation and performance on the Board.

(i) The Nomination Committee and/or the Board should also review and determine whether the retiring
Director continues to meet the criteria as set out above.

(iii)  The Nomination Committee and/or the Board should then make recommendation to Shareholders in
respect of the proposed re-election of Director at the general meeting.

Where the Board proposes a resolution to elect or re-elect a candidate as Director at the general
meeting, the relevant information of the candidate will be disclosed in the circular to Shareholders and/or
explanatory statement accompanying the notice of the relevant general meeting in accordance with the
Listing Rules and/or applicable laws and regulations.

During the year, the Nomination Committee met once to review the structure, size and composition of
the Board and reviewed and disclosed the board diversity policy and the nomination policy; to discuss and
recommend to the Board the appointment of new Director, re-election of the retiring Directors and to
assess the independence of the independent non-executive Directors in accordance with the Listing Rules
and the Articles. The Nomination Committee considered that the structure of the Board is reasonable
and an appropriate balance of diversity perspectives of the Board is maintained and has not set any
measurable objective for implementing diversity on the Board. The Nomination Committee also considered
that the Directors are rich in knowledge and experience and their outstanding skills in their respective
expertise can meet the development needs of the Company.

Risk Control Committee

The Risk Control Committee consists of one executive Director and two non-executive Directors, namely
Mr. Zhu Ziyang, Mr. Wang Wenbing and Mr. Tong Chaoyin. Mr. Zhu Ziyang is the chairman of the Risk
Control Committee.

The principal duties of the Risk Control Committee include conducting research on and making
recommendations to the Board on the Group's risk management and control systems, ensuring
development and maintenance of the these systems, reviewing and approving risk management policies
and guidelines, undertaking an annual review of the risk management framework, monitoring the
implementation of risk management measures and procedures and reviewing the effectiveness of the
Group's risk management and internal control systems.
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During the year, the Risk Control Committee met once to review the effectiveness of the risk
management and internal control systems and the internal audit function. It has reviewed the risk
management system and framework, the risk management and internal control strategy as well as the
2023 risk management work plan. These include management strategy, systems precautions, process
optimization and implementation of risk management measurements. The Risk Control Committee
believed that the Group’s risk management and internal control systems are well-established as the
Company had established appropriate risk identification, control and prevention systems in relation to
different risk categories which ensure effective risk management and internal control systems of the
Group. The Company should continue to strengthen its risk management and internal control systems.
The Risk Control Committee also identified some possible risks faced by the Company and suggested
precautionary measures to manage these risks.

Strategy Committee

The Strategy Committee currently consists of one executive Director and two non-executive Directors,
namely Ms. Peng Jiahong, Mr. Chan Kai Kong and Mr. Zhu Ziyang. Ms. Peng Jiahong is the chairwoman
of the Strategy Committee.

The principal duties of the Strategy Committee include conducting research on and making
recommendations to the Board on the Group’s mid-term and long-term strategies and their feasibility,
conducting research and making recommendations to the Board on the Group’s investment plans, major
business decisions and investment earnings forecast and evaluating and monitoring the implementation of
the strategy, plans and measures adopted by the Committee.

During the year, the Strategy Committee met once to discuss the strategy and business development
of the Company. The Strategy Committee agreed with the development strategy strategic direction and
expected a bright prospect. The Strategy Committee also advised the Company that it should enhance
the strategic guidance and assessment in hospitals, improve the hospital operational capability and brand
influence and pay continuous attention to striking a balance between public interest and the commercial
interest of the medical services. The Strategy Committee also suggested that the Company should further
explore innovative measures for state-owned enterprises in running medical care, so as to gain a leading

position in the industry.
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ATTENDANCE RECORD OF DIRECTORS AND COMMITTEE MEMBERS

The attendance records of each Director at the meetings of the Board, Audit Committee, Remuneration
Committee, Nomination Committee, Risk Control Committee and Strategy Committee and at the general
meetings held during the year are set out below:

Attendance/Number of Meetings during the tenure of directorship

Audit Remuneration  Nomination  Risk Control Strategy

Name of Director Board  Committee =~ Committee = Committee ~ Committee ~ Committee 2023 AGM 2023 EGM
Peng Jiahong 1010 N/A N/A n N/A 11 1 1
Wang Wenbing 1010 N/A N/A N/A n N/A 1n 7n
Wang Lin* 5/5@ N/A N/A N/A N/A N/A N/A? 7n
Chan Kai Kong 1010 N/A 7n N/A N/A 1 n 7n
Tong Chaoyin 1010 22 N/A N/A 17N N/A 1 1
Xu Ming 1010 N/A 17n N/A N/A N/A 1n n
Zhu Ziyang 10110 N/A N/A N/A 1N 11 1 1
Li Yinquan 1010 2 n n N/A N/A 1n 17n
Chow Siu Lui 1010 22 17n 1 N/A N/A 1 1
Xu Zhiming 9/10 N/A n N/A N/A N/A n 7n
Chan, Hiu Fung

Nicholas 1010 N/A N/A N/A N/A N/A n 1n
Yu Gang® 4740 N/A N/A N/A N/A N/A 1 N/AD

Notes:

i Resigned with effect from 21 June 2023
uf3 Appointed with effect from 25 July 2023

Up to 21 June 2023
Since 25 July 2023

s

Apart from the regular Board meetings, the chairwoman of the Board Peng Jiahong also held a meeting
with the independent non-executive Directors without the presence of other Directors during the year.
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Independent non-executive Directors and non-executive Directors have attended general meetings to gain
and develop a balanced understanding of the view of Shareholders.

DIRECTORS" RESPONSIBILITY IN RESPECT OF THE FINANCIAL
STATEMENTS

The Directors have acknowledged their responsibility for preparing the financial statements of the
Company for the year ended 31 December 2023 with the support of the accounting and finance team.

The Directors have prepared the financial statements in accordance with the Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants. Appropriate
accounting policies have also been used and applied consistently except the adoption of revised standards,
amendments to standards and interpretation.

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

The statement of the external auditors of the Company about their reporting responsibilities on the
financial statements is set out in the independent auditors’ report on pages 127 to 131 of this annual
report.

DEED OF NON-COMPETITION OF THE CONTROLLING SHAREHOLDER

Reference is made to the non-competition undertakings given by GT-PRC in favour of the Company
disclosed in the Prospectus. GT-PRC has confirmed to the Company that it has complied with the non-
competition undertakings during the year. The independent non-executive Directors have conducted such
review for the year, and also reviewed the relevant undertakings and are satisfied that such undertakings
have been complied with.

RISK MANAGEMENT AND INTERNAL CONTROL

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

The Board conducts a review on the internal control system of the Group on an annual basis and has the
responsibility to maintain an effective internal control system in order to safeguard the Group’s assets and
shareholders’ interests. The Board also reviews and monitors the effectiveness of the risk management
and internal control systems on a regular basis to ensure that the systems in place are adequate.
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Sound and improved risk management and internal control systems

The Group has comprehensive risk management and internal control systems. The internal control
system of the Group fully complies with the requirements under COSO (The Committee of Sponsoring
Organizations of the Treadway Commission) Enterprise Risk Management Framework and the guidelines
provided by the Hong Kong Institute of Certified Public Accountants in relation to risk management.
Meanwhile, by drawing experience on benchmark firms and taking into account the actual circumstances
and business characteristics of the Group, a control framework has been developed to evaluate the
effectiveness and appropriateness of its internal control and risk management systems, which provides
reasonable assurance in relation to operational effectiveness, reliability of its financial reports and
compliance with laws and regulations.

Audit department carrying out internal audit function

The Company has set up an audit department with guaranteed independence in terms of its organization,
staffing and work. In performing its duties, the audit department may inspect all business and meet
relevant personnel without restrictions.

Through the use of systematic and standardized audit procedures and approaches as well as
regular procedures of assessment on internal control and risks, the audit department evaluates the
comprehensiveness and effectiveness of the internal control system of the Group on an ongoing basis.
It reviews the risks identified, identifies potential risks in operation and makes recommendations on
management improvement to ensure effective performance of the control system and foster continuous
healthy development of the Group.

Features of risk management and internal control systems

The Board identifies risk appetite and level of risk based on features of the industry in which the Group
operates, so as to ensure comprehensive and effective risk management and internal control systems.
The management of the Company implements policies formulated by the Board in relation to risk
management and internal control. The management of the Company is also responsible for identifying
and evaluating risks as well as design, operation and supervision of effective risk management and
internal control systems. The management assures soundness and effectiveness of systems whereas the
Board supervises and holds the management accountable.

Effectiveness of the risk management and internal control systems

Taking into account the result of annual internal control evaluation and risk prioritization carried out
annually, the audit department formulates an annual plan for internal audit and discusses with the
management to determine the annual plan for internal audit and deployment of resources.
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During the year, the audit department has enhanced supervision of the finance business by initiating audit
work on the finance business and mitigating operational risks. In the meantime, the audit department
has conducted economic responsibility audit of affiliated hospitals which elevates the overall management
of the Group. In order to ensure normal functioning of internal control system, the audit department
provides regular or irregular reports on audit work to the management.

To address the issues identified in an audit, the audit department would make recommendations
for rectification and request relevant units to make commitments, specify plans and approaches for
improvements and ensure implementation. The audit department would monitor and follow up the
implementation of its recommendations to ensure improvements are made.

In 2023, in accordance with the Basic Rules for Corporate Internal Control ({ {>% A 3042 #i & K 18
#)) jointly promulgated by Ministry of Finance of the PRC, China Securities Regulatory Commission,
National Audit Office of the PRC, China Banking Regulatory Commission and China Insurance Regulatory
Commission on 2008, we reviewed the rectification work for internal control issues during internal
control assessment in 2022. With emphasis on key areas of concerns and processes, relevant departments
analyzed various internal control points relating to the business processes and unearthing defects and
weaknesses of the internal control system for improvements in a timely manner. It ensures operations
and management in compliance with laws and regulations as well as truthfulness and completeness of
financial reports and relevant information, enhancing the efficiency and effectiveness of operation and
safeguarding strategic development of the Group.

With a comprehensive internal control system, the Group has continuously enhanced its capability of
risk management and control. Since the Company established the Risk Prevention and Control and
Compliance Committee, the comprehensive risk management system has been gradually built and
improved based on the principle of steady operation, to constantly promote the risk prevention and
control work coordinated by various departments. At the beginning of the year, major risks for the year
were analyzed according to the internal and external environment, and for each type of substantial risks,
the Group has developed monitoring indicators. Related departments are responsible for identification and
analysis on relevant risks to determine corresponding risk strategies based on risk tolerance. The office of
the Risk Prevention and Control and Compliance Committee carried out monitoring and follow-up on risk
management regularly, and the risks faced by each business unit and its risk management and control
system capabilities are reflected to the management, so as to minimize losses and enhance the Group's
capability against risks. In 2023, the Group recorded no major risk incidents, reflecting the effectiveness
of the Group’s risk management measures.
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The Board, as assisted by the Risk Control Committee, assessed the effectiveness of the systems by
reviewing the work and findings of the internal audit function. Based on the review results and findings
of the management and Risk Control Committee, the Board considered the risk management and internal
control systems of the Group are adequate and effective for the year.

Inside information

The Company has developed an effective monitoring system for inside information and reporting
processes to ensure prompt identification and evaluation of material information and submission of
the same to the Board for determining whether to disclose such information. The Company has strictly
complied with the Inside Information Provisions (as defined under the Listing Rules) under the SFO and the
Listing Rules. Through the implementation of Manual on Disclosure of Inside Information and Information
Necessary to Avoid a False Market ({##EEAZEHE R 2 /ERTSAHEHEESLEMFMS) in June 2015,
all personnel involved have been aware of such requirements which ensure all market participants could
obtain same information on an equal and simultaneous basis.

Whistleblowing Policy

The Company has in place the Whistleblowing Policy and system for employees of the Company and
those who deal with the Company to raise concerns, in confidence and anonymity, with the Audit
Committee about possible improprieties in any matters related to the Company. The Whistleblowing
Policy is available on the website of the Company.

Anti-Corruption Policy

The Company has also in place the Anti-Corruption Policy to safeguard against corruption and bribery
within the Company. The Company has an internal reporting channel that is open and available for
employees of the Company to report any suspected corruption and bribery. Employees can also make
anonymous reports to the internal anti-corruption department/internal audit function, which is responsible
for investigating the reported incidents and taking appropriate measures. The Company continues to carry
out anti-corruption and anti-bribery activities to cultivate a culture of integrity, and actively organizes anti-
corruption training and inspections to ensure the effectiveness of anti-corruption and anti-bribery. The
Anti-Corruption Policy is available on the website of the Company.

During the year ended 31 December 2023, the Company held 14 anti-corruption trainings and briefings
to all employees. There were no material non-compliance cases in relation to bribery and corruption.

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

During the year ended 31 December 2023, the remuneration paid or payable to the Company's external
auditor, Ernst & Young, is set out below:

Service Category Fees Paid/Payable
RMB’000

Audit Services 3,515
Non-audit Services 3,716
Interim financial statements review service fees 1,649
Asset-backed securities business related service fees 1,181
Tax related service fees 417
Bond issue related service fees 469
Total 7,231

COMPANY SECRETARY

Ms. Ng Wai Kam of Tricor Services Limited, an external service provider, has been engaged by the
Company as company secretary. Her primary contact person at the Company is Ms. Peng Jiahong
(chairwoman of the Board).

For the year ended 31 December 2023, Ms. Ng Wai Kam has undertaken not less than 15 hours of
relevant professional training respectively in compliance with Rule 3.29 of the Listing Rules.

SHAREHOLDERS' RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution should be proposed for each
substantially separate issue at general meetings, including the election of individual directors. All
resolutions put forward at general meetings will be voted on by poll pursuant to the Listing Rules and poll
results will be posted on the websites of the Company and the Stock Exchange respectively after each
general meeting.
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Right to Call a General Meeting

General meetings may be convened by the Directors on requisition of shareholder(s) of the Company
representing at least 5% of the total voting rights of all the shareholders having a right to vote at general
meetings or by such shareholder(s) who made the requisition (as the case may be) pursuant to Sections
566 and 568 respectively of the Companies Ordinance. Shareholders should follow the requirements and
procedures as set out in the Companies Ordinance for convening a general meeting.

Putting Forward Proposals at General Meeting

Pursuant to Section 615 of the Companies Ordinance, shareholders representing at least 2.5% of the
total voting rights of all shareholders; or at least 50 shareholders (as the case may be) who have a right
to vote at the relevant annual general meeting, may request to circulate a resolution to be moved at an
annual general meeting. Shareholders should follow the requirements and procedures as set out in the
Companies Ordinance for circulating a resolution for annual general meeting. Written request can be sent
by post to the Company’s registered office address at Room 702, Fairmont House, 8 Cotton Tree Drive,
Central, Hong Kong or by email at ir@um.gt.cn.

Putting Forward Enquiries to the Board

Shareholders may send written enquiries or requests to the Company for putting forward any enquiries to
the Board. Contact details are as follows:

Address:  Room 702, Fairmont House, 8 Cotton Tree Drive, Central, Hong Kong
(for the attention of the Board of Directors)
Email: ir@um.gt.cn

Shareholders are also welcome to make enquiries via the online enquiry form available on the Company's

website at www.umcare.cn.

For the avoidance of doubt, Shareholders must lodge their questions together with their detailed contact
information (including full name, contact details and identification) for prompt response from the
Company if the Company deems appropriate. Shareholders’ information may be disclosed as required by

law.
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COMMUNICATION WITH SHAREHOLDERS AND INVESTORS/
INVESTOR RELATIONS

The Company considers that effective communication with Shareholders (both individual and institutional,
and in appropriate circumstances, the investment community at large) is essential for enhancing investor
relations and ensuring ready, equal and timely access to balanced and understandable information about
the Company (including financial performance, strategic goals and plans, material developments and
governance) by investors.

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

The Company endeavours to maintain an on-going dialogue with Shareholders and in particular, through
annual general meetings and other general meetings. Board members, in particular, the chairmen of
Board committees or their delegates, appropriate management executives and external auditors will use
all reasonable efforts to attend annual general meetings and to answer Shareholders’ questions.

On 29 December 2023, the Company convened an extraordinary general meeting, at which resolutions
in respect of (i) the continuing connected transactions under the 2024 Deposit Service Framework
Agreement and the proposed annual caps thereof, (i) the continuing connected transactions under
the 2024 Factoring Service Framework Agreement and the proposed annual caps thereof, and (iii)
the proposed amendments to the Articles of Association were disclosed in the announcements of the
Company dated 23 November 2023 and 5 December 2023 and the circular of the Company dated 11
December 2023.

Shareholders’ Communication Policy

The Company has in place a Shareholders’ Communication Policy. The policy aims at promoting effective
communication with Shareholders and other stakeholders, encouraging Shareholders to engage actively
with the Company and enabling Shareholders to exercise their rights as Shareholders effectively. The
Board reviewed the implementation and effectiveness of the Shareholders’ Communication Policy and the
results were satisfactory.

The Company has established a number of channels for maintaining an on-going dialogue with its
Shareholders as follows:
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(a)

(b)

(c)

(d)

Corporate Communication

“Corporate Communication” as defined under the Listing Rules refers to any document issued or to
be issued by the Company for the information or action of holders of any of its securities, including
but not limited to the following documents of the Company: (a) the Directors’ report, annual
accounts together with a copy of the auditor’s report and, where applicable, its summary financial
report; (b) the interim report and, where applicable, its summary interim report; (c) a notice of
meeting; (d) a listing document; (e) a circular; and (f) a proxy form. The Corporate Communication
of the Company will be published on the Stock Exchange’s website (www.hkex.com.hk) in a timely
manner as required by the Listing Rules. Corporate Communication will be provided to Shareholders
and non-registered holders of the Company’s securities in both English and Chinese versions
or where permitted, in a single language, in a timely manner as required by the Listing Rules.
Shareholders and non-registered holders of the Company’s securities shall have the right to choose
the language (either English or Chinese) or means of receipt of the Corporate Communication (in
printed form or through electronic means).

Announcements and Other Documents pursuant to the Listing Rules

The Company shall publish announcements (on inside information, corporate actions and
transactions etc.) and other documents (e.g. Articles of Association) on the Stock Exchange’s website
in a timely manner in accordance with the Listing Rules.

Corporate Website

Any information or documents of the Company posted on the Stock Exchange’s website will also
be published on the Company's website (www.umcare.cn). Other corporate information about the
Company’s business developments, goals and strategies, corporate governance and risk management
will also be available on the Company’s website.

Shareholders’ Meetings

The annual general meeting and other general meetings of the Company are primary forum for
communication between the Company and its Shareholders. The Company shall provide Shareholders
with relevant information on the resolutions(s) proposed at a general meeting in a timely manner
in accordance with the Listing Rules. The information provided shall be reasonably necessary to
enable Shareholders to make an informed decision on the proposed resolution(s). Shareholders
are encouraged to participate in general meetings or to appoint proxies to attend and vote at the
meetings for and on their behalf if they are unable to attend the meetings. Where appropriate or
required, the Chairman of the Board and other Board members, the chairmen of board committees
or their delegates, and the external auditors should attend general meetings of the Company to
answer Shareholders’ questions (if any). The chairman of the independent board committee (if
any) should also be available to answer questions at any general meeting to approve a connected
transaction or any other transaction that is subject to independent Shareholders’ approval.
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Shareholders’ Enquiries
Enquiries about Shareholdings

Shareholders should direct their enquiries about their shareholdings to the Company's share
registrar, Computershare Hong Kong Investor Services Limited, via its online holding enquiry service
at https://www.computershare.com/hk/en/online_feedback, or call its hotline at +852 2862 8555,
or go in person to its public counter at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong.

Enquiries about Corporate Governance or Other Matters to be put to the Board and the Company

The Company will not normally deal with verbal or anonymous enquiries. Shareholders may send any
enquiries to the Board by email: ir@um.gt.cn or by post to Room 702, Fairmont House, 8 Cotton
Tree Drive, Central, Hong Kong (for the attention of the Board of Directors).

Webcast

Webcasts of the Company’s interim and annual results briefings are available.

Other Investor Relations Communication Platforms

Investor/analysts briefings, roadshows (both domestic and international), media interviews, marketing
activities for investors and specialist industry forums etc. will be launched on a regular/required basis.

Amendments to Constitutional Documents

During the year, the Company amended its Articles. Details of the amendments are set out in the circulars
dated 25 April 2023 and 11 December 2023 to the Shareholders. An up-to-date version of the Articles
is also available on the websites of the Stock Exchange and the Company respectively. Shareholders may

refer to the Articles for further details of their rights.
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BIOGRAPHY OF DIRECTORS

AND SENIOR MANAGEMENT
DIRECTORS

The Board of the Group is responsible and has general powers for managing and leading the Group’s
business. Our Board consists of three executive Directors, four non-executive Directors and four
independent non-executive Directors.

Ms. Peng Jiahong - Executive Director, Chairwoman of the Board

Ms. Peng Jiahong (&21£4T %2 ), aged 53, is an executive Director, the chairwoman of the Board, chairwoman
of each of the Strategy Committee and the Nomination Committee. She is primarily responsible for
leading and chairing the Board and providing advice and participating in meetings of the Board in
connection with matters requiring Directors’ consideration and/or approval, and she is also responsible for
planning development strategy, business and management system of the Group. Ms. Peng was appointed
as a Director on 22 December 2014 and was re-designated as an executive Director and deputy general
manager of the Company on 6 March 2015, and appointed as the vice-chairwoman of the Board and
chief executive officer of the Company on 30 November 2018, and was re-designated as a chairwoman
of the Board and appointed as a chairwoman of the Nomination Committee on 27 August 2021. She
served as the chief financial officer of the Company from December 2014 to December 2019. Ms. Peng is
also a director of certain subsidiaries of the Company. Ms. Peng has several years’ working experience in
financial services and financial management, including 18 years in medical financing services.

Before joining the Group, Ms. Peng worked as the manager of the finance department from August
1993 to August 2006 in CNTIC and she was mainly responsible for management of financing, fund risk,
budgeting and financial reports preparation.

Ms. Peng joined the Group in August 2006 as a deputy general manager of the finance department of
CULC. She was then promoted to become the general manager of the finance department of CULC in
September 2008. She has been the chief financial officer and the deputy general manager of CULC and
the Company since December 2009 and July 2012 respectively. She was appointed as a director of CULC
and the Company in December 2014 respectively.

Ms. Peng graduated from the University of International Business and Economics CEFMEEE 5 AE),
China with a bachelor's degree in Professional Accounting in June 1993. She also obtained an EMBA
Degree from Tsinghua University (G2 KX28), China in June 2012. She was qualified as a senior accountant
(B EETED) in December 2006 by the Appraisal and Approval Committee for Professional & Technical
Qualification of GT-PRC (BARMEBEEXRMERTELZES).

Ms. Peng is the sole beneficial owner and sole director of Evergreen. Evergreen is a shareholder of the

Company and held about 0.40% of the total number of issued shares of the Company as at 31 December
2023. By virtue of the SFO, Ms. Peng is deemed to be interested in the Shares owned by Evergreen.
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Mr. Chan Kai Kong — Non-executive Director, Vice-Chairman of the Board

Mr. Chan Kai Kong (PR M5t %), aged 54, was appointed as the vice-chairman of the Board, non-
executive Director and a member of each of the Remuneration Committee and the Strategy Committee
with effect from 22 June 2022. He is primarily responsible for providing advice on matters requiring
Directors’ discussion and/or approval and participating in meetings of the Board.

Mr. Chan has extensive experience in financing and investment. Mr. Chan has been a non-executive
director of Frontier Services Group Limited (5t 2 REER AR A A]), the shares of which are listed on the
Stock Exchange (stock code: 0500), since February 2021. Mr. Chan joined CITIC Capital Holdings Limited
(FR{EE ANIERR AR A7) in 2005, and he is the chief financial officer and a senior managing director. He
is also an investment committee member of various funds of Trustar Capital, the private equity business
of CITIC Capital Holdings Limited. Mr. Chan was a vice president of the direct investment department
at Government of Singapore Investment Corporation (AN BAT1& & A F]) from 2001 to 2005 and an
investment professional at International Finance Corporation (BIBR & 822 &)) from 1997 to 2000. He
previously worked for Deloitte and had corporate finance experience with both listed companies and
merchant bank.

Mr. Chan obtained a master’s degree in finance in 1997 from the London Business School (ff %% &%)
and a bachelor degree in business administration in 1991 from The Chinese University of Hong Kong.

EXECUTIVE DIRECTORS

Mr. Wang Wenbing - Executive Director, Chief Executive Officer

Mr. Wang Wenbing (£3CE4), aged 50, was appointed as an executive Director, the chief executive
officer of the Company and a member of the Risk Control Committee on 13 September 2021. He
is primarily responsible for implementing the resolutions of the Board and presiding over the overall
operation management and overall operation of the Group.

Mr. Wang has extensive experience in corporate governance. From December 2016 to November 2019,
Mr. Wang served as the deputy general manager of the Company. From October 2020 to September
2021, Mr. Wang served as the director of the financial center of GT-PRC. He served as the general
manager and party secretary of GT-PRC Finance from November 2019 to September 2021 and a director
and deputy general manager of GT-PRC Finance from December 2012 to December 2016. Mr. Wang
worked in the financial management department of GT-PRC from September 2006 to December 2012,
serving as a deputy general manager of accounting department (in charge of work) and the manager of
capital management department successively. He was the manager of the finance department of Genertec
ltalia S.R.L. ((FEEBERFIMTEBEAFIZAT]) from September 2004 to September 2006, and the manager
of the finance department of Genertec Europe Temax GmbH (GBRAEMTEUMNEISE AR AR from May
2002 to September 2004. He worked in China National Technical Import and Export Corporation (4 B4
1T H D 482 7)) from July 1996 to May 2002 and his last position in that company was the chief of the
finance department.
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Mr. Wang obtained a bachelor’s degree in accounting from the Central University of Finance and
Economics (R EF£EKE2) in July 1996. He obtained a master’s degree in accounting from the Postgraduate
Section of the Research Institute for Fiscal Science of the Ministry of Finance (BfIEXZREfEREIEMITAT,
currently known as Chinese Academy of Fiscal Sciences (% BBFBREIEFFEFR)) in September 2008 and
a master's degree in finance from School of Finance at Central University of Finance and Economics (-
REFE KRB L FEPT) in December 2016. Mr. Wang obtained a senior international finance manager (&=
M BIPR B 75 E 12 AM) certificate from the International Financial Management Association (BIBR B/ 75 1 #
) in August 2007. He was qualified as a senior accountant (&#&&&A0) in October 2017 and a senior
economist (= AR 4ERN) in October 2020, respectively, by the Appraisal and Approval Committee for
Professional & Technical Qualification of GT-PRC.

Ms. Wang Lin — Executive Director

Ms. Wang Lin (E#%Z 1), aged 49, is an executive Director. She is primarily responsible for work of party
committee and human resources affairs of the Group. Ms. Wang was appointed as an executive Director
on 25 July 2023.

Ms. Wang has extensive experience in corporate governance. She served as a director and deputy general
manager of General Technology Group Health and Elderly Care Sector Co., Ltd. CRRRMEBEEREES
EEXAR AR, "GT-HECS”), a subsidiary of GT-PRC from August 2022 to July 2023, and served as
the party secretary of GT-HECS from December 2022 to July 2023. From May 2019 to August 2022,
she held several positions in a subsidiary of GT-PRC specialized in inspection, testing and certification,
including the leader of the business group of inspection, testing and certification, the director and the
general manager. From January 2020 to September 2021, she served as a director of China Automotive
Engineering Research Institute Co., Ltd (P )R8 TRIAERRMRHDER AT, a company listed on the
Shanghai Stock Exchange (stock code: 601965).

Ms. Wang obtained a bachelor’'s degree (majored in organization work (#R8 T{EZ= %)) in July 1999
from Xi‘an Political College (FAZBAEFT), where she also received her master’s degree (majored in
organization work (## T{EE %) and part-time) in February 2006. Ms. Wang was qualified as a senior
engineer (&4 T#26M) in December 2018 by the State Administration for Market Regulation of China (7
EARANBEERTSEEERER).

OTHER NON-EXECUTIVE DIRECTORS

Mr. Tong Chaoyin — Non-executive Director

Mr. Tong Chaoyin (EBIR5TA), aged 59, was appointed as a non-executive Director and a member of
the Audit Committee on 14 May 2021 and was appointed as a member of the Risk Control Committee
on 13 September 2021. He is primarily responsible for providing advice on matters requiring Directors’
discussion and/or approval and participating in meetings of the Board.
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Mr. Tong has extensive experience in corporate governance. Mr. Tong has served as a director of China
Meheco Co., Ltd. (F R B 2@EEEZNKHD AR Q7)) (whose shares are listed on the Shanghai Stock
Exchange (stock code: 600056)) since May 2021. He has been a director of GT-PRC Healthcare Company
Limited, a subsidiary of GT-PRC, since August 2021.He served as a general manager assistant and the
board secretary of GT-PRC from February 2010 to August 2019 and December 2018 to March 2021,
respectively. From October 2005 to December 2018, Mr. Tong served in several positions in China Xinxing
Group Co., Ltd. (FEFELLEBE HRR F T AR, previously known as China Xinxing Corporation (Group) (1
Bl 37 (5 [E) 48~ 7)), a wholly-owned subsidiary of GT-PRC), including general manager, secretary of the
Party Committee (2ZE72) and chairman of the company. From December 2001 to October 2005, Mr.
Tong served as the general manager of China Xinxing Real Property Development Company (F B#TEHE
F 3R AT, currently known as REIFTERE EEEBREFE A A, a subsidiary of China Xinxing Group Co.,
Ltd.). From July 1989 to December 2001, Mr. Tong served in several positions in China Xinxing Group
Co., Ltd., including vice president of the Legal and Audit Department (%t 382150 &) and head of the
Legal Consulting Department (A 2B EE K).

Mr. Tong graduated from Nankai University (8 AZ) in July 1986 with a bachelor’s degree in law, and
graduated from China University of Political Science and Law (FBEBUEAER) in July 1989 with a master’s
degree in law. He obtained the certificate of senior economist granted by China Xinxing Group Co., Ltd.
in October 1996, and was qualified as Level-One In-house Legal Counsel ({>%— @ AR2EEM) by GT-PRC
in September 2010.

Mr. Xu Ming - Non-executive Director

Mr. Xu Ming (#&RB), aged 59, was appointed as a non-executive Director and a member of each of
the Remuneration Committee and the Nomination Committee with effect from 22 June 2022. He is
primarily responsible for providing advice on matters requiring Directors’ discussion and/or approval and
participating in meetings of the Board.

Mr. Xu has extensive experience in corporate governance. Mr. Xu has been the general manager of
Genertec Hong Kong International Capital Limited (A iTSEETBRFEEARHFRAF]), a subsidiary of
the Company’s controlling shareholder, GT-PRC, since September 2018. From August 2008 to February
2020, Mr. Xu served as a director of China Meheco Group Co., Ltd. (P EREFEEXRMHERAF),
the shares of which are listed on the Shanghai Stock Exchange (stock code: 600056). From July 1998 to
September 2018, Mr. Xu successively served as a department manager, a vice general manager and the
general manager of the financial management department of GT-PRC.

Mr. Xu received a master's degree in business administration (part-time) from Tsinghua University (B2 X
E) in January 2013 and a bachelor’s degree in accounting from Beijing Institute of Business (13 & £F%)
in June 1988. Mr. Xu was qualified as a senior accountant (S € 5Af) in August 2002 by Appraisal and
Approval Committee for Professional & Technical Qualification of GT-PRC.
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Mr. Zhu Ziyang — Non-executive Director

Mr. Zhu Ziyang (5285 75 4E), aged 28, was appointed as a non-executive Director, chairman of the
Risk Control Committee and a member of the Strategy Committee with effect from 7 July 2021. He is
primarily responsible for providing advice on matters requiring Directors’ discussion and/or approval and
participating in meetings of the Board.

Mr. Zhu has been a non-executive director of Ping An Healthcare and Technology Company Limited (whose
shares are listed on the Main Board of the Stock Exchange (stock code: 1833)) since December 2021.
He has been the vice president of Hopson Development International Limited (whose shares are listed
on the Main Board of the Stock Exchange (stock code: 0754)) (“Hopson Development”) since July 2021,
responsible for operation of the Group’s technology sector. He has been a non-executive director of YSB
Inc. (whose shares are listed on the Main Board of the Stock Exchange (stock code: 9885)) since February
2021. He has also been the head for the medical sector of Guangdong Yuanzhi Technology Group
Co., Ltd. (ERTTAEHEEREABRAF]). Mr. Zhu served as the assistant to the principal of the strategy

&

committee (B{EEZ B = £ {FB1IE) of Hopson Development.

Mr. Zhu obtained his bachelor’s degree in management from Beijing Institute of Technology (It ¥ T X
E2) in June 2017. Mr. Zhu is a nephew of Mr. Chu Mang Yee (k% K), a substantial shareholder of the
Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Li Yinquan - Independent Non-executive Director

Mr. Li Yinquan (Z5|R54), aged 69 was appointed as an independent non-executive Director with
effect from 9 June 2015. He is also the chairman of the Audit Committee. He was appointed as a
member of each of the Remuneration Committee and the Nomination Committee on 13 September 2021.
He is primarily responsible for providing advice on matters requiring Directors’ discussion and/or approval
and participating in meetings of the Board.

Mr. Li has served as an independent non-executive director of Million Cities Holdings Limited (whose
shares are listed on the Main Board of the Stock Exchange (stock code: 2892)) since June 2018, an
independent non-executive director of Hong Kong Shanghai Alliance Holdings Limited (whose shares are
listed on the Main Board of the Stock Exchange (stock code: 1001)) since July 2018. Mr. Li has served
as an independent non-executive director of China Everbright Bank Company Limited (whose shares are
listed on the Main Board of the Stock Exchange (stock code: 6818) and the Shanghai Stock Exchange (stock
code: 601818)) since June 2020. Mr. Li has served as an independent non-executive director of Mainland
Headwear Holdings Limited (whose shares are listed on the Main Board of the Stock Exchange (stock
code: 1100)) since September 2023 and of China Agri-Products Exchange Limited (whose shares are listed
on the Main Board of the Stock Exchange (stock code: 0149)) since April 2024.
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Mr. Li successively served as the general manager of the financial department, chief financial officer and
vice president of China Merchants Group, and the chief executive officer of China Merchants Capital
Investment Co., Ltd during 2000 to 2017. He served as an executive director of China Merchants Port
Holdings Company Limited (formerly known as China Merchants Holdings (International) Company
Limited) (whose shares are listed on the Main Board of the Stock Exchange (stock code: 144)) from June
2001 to March 2015 and a non-executive director of China Merchants Bank Co., Ltd. (whose shares are
listed on the Main Board of the Stock Exchange (stock code: 3968) and the Shanghai Stock Exchange (stock
code: 600036)) from April 2001 to June 2016. He was an executive director of China Merchants China
Direct Investments Limited (whose shares are listed on the Main Board of the Stock Exchange (stock code:
133)) from July 2008 to April 2017. He was an independent non-executive director of Lizhi Inc. (whose
shares are listed on the NASDAQ Stock Market (stock code: LIZI)) from January 2020 to June 2021 and an
independent non-executive director of Kimou Environmental Holding Limited (whose shares are listed on
the Main Board of the Stock Exchange (stock code: 6805)) from July 2019 to December 2022.

Mr. Li was awarded a bachelor’'s degree in Economics from Shaanxi Institute of Finance and Economics
(BRPRBA 4 E2F), China in July 1983. He was then awarded a master’s degree in Economics from the PBC
School of Finance, Tsinghua University (5E X2 RHEO S FLEF) (formerly known as Graduate School
of the People’s Bank of China (B A RIEITRITERAAZFT)) in July 1986. In October 1988, Mr. Li
obtained a master’s degree in Banking and Finance for Development from Finafrica Institute in Milan,
ltaly. In August 1989, he was qualified as a senior economist by the Appraisal and Approval Committee
for Professional & Technical Qualification of the Agricultural Bank of China.

Mr. Chow Siu Lui - Independent Non-executive Director

Mr. Chow Siu Lui (8F/\&%c4), aged 63, was appointed as an independent non-executive Director with
effect from 9 June 2015. He is also the chairman of the Remuneration Committee and a member of each
of the Nomination Committee and the Audit Committee. He is primarily responsible for providing advice
on matters requiring Directors’ discussion and/or approval and participating in meetings of the Board.

Mr. Chow has a wealth of experience in fund raising and initial public offering activities in Hong Kong
and in accounting and financial areas. He was the partner of VMS Investment Group (HK) Ltd. from 2012
to April 2023 and he was responsible for providing advice on issues regarding fund raising, pre-IPO group
restructuring and due diligence exercises for investment projects. Prior to that, Mr. Chow was in service
with KPMG Hong Kong for about 28 years and was admitted as one of its partners in 1995. He was then
mainly responsible for initial public offering advisory services and assisting in fund raising activities in local
and overseas stock exchanges.
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Mr. Chow is now an independent non-executive director of Futong Technology Development Holdings
Limited (whose shares are listed on the Main Board of the Stock Exchange (stock code: 465)), China
Everbright Greentech Limited (whose shares are listed on the Main Board of the Stock Exchange (stock
code: 1257)), China Tobacco International (HK) Company Limited (whose shares are listed on the Main
Board of the Stock Exchange (stock code: 6055)), and AGTech Holding Limited (whose shares are listed
on the Main Board of the Stock Exchange (stock code: 8279)), respectively. Mr. Chow acted as an
independent non-executive director of Sinco Pharmaceuticals Holdings Limited (whose shares are listed
on the Main Board of the Stock Exchange (stock code: 6833)) from September 2015 to November 2018,
Fullshare Holdings Limited (whose shares are listed on the Main Board of the Stock Exchange (stock code:
607) from December 2013 to December 2021, Shanghai Dazhong Public Utilities (Group) Co., Ltd. (whose
shares are listed on the Main Board of the Stock Exchange (stock code: 1635)) from April 2016 to May
2022 and Global Cord Blood Corporation (formerly known as “China Cord Blood Corporation”) (whose
shares are listed on the NASDAQ Stock Market (stock code: CO)) from November 2019 to September
2022. Mr. Chow acted as a non-executive director of Renrui Human Resources Technology Holdings
Limited (whose shares are listed on the Main Board of the Stock Exchange (stock code: 6919)) from
January 2018 to April 2023.

Mr. Chow was awarded a Professional Diploma in Accountancy from the Hong Kong Polytechnic
University (formerly known as Hong Kong Polytechnic), Hong Kong in November 1983. By profession, Mr.
Chow became a fellow of the Association of Chartered Certified Accountants in July 1991, the Chartered
Governance Institute and The Hong Kong Chartered Governance Institute both in October 2009, and the
HKICPA in December 1993.

Mr. Xu Zhiming - Independent Non-executive Director

Mr. Xu Zhiming (FF=%5BA5E4), aged 62, was appointed as an independent non-executive Director and
a member of the Remuneration Committee on 22 June 2022. He is primarily responsible for providing
advice on matters requiring Directors’ discussion and/or approval and participating in meetings of the
Board.

Mr. Xu Zhiming has extensive experience in corporate governance, he is a founding partner of China
Broadband Capital (& # & 7). From August 1999 to December 2001, Mr. Xu successively served as
an executive director of China Resources Enterprise, Limited (358&I2GFR A 7)), an executive director
of China Resources (Beijing) Land Limited (¥t =& #HG R A 7)), the managing director and chief
operating officer of China Resources Logic Limited (2% B) 2t A& R 2 7). From January 2002 to May
2005, Mr. Xu successively served as a senior consultant of TOM Group Ltd. (TOMEBEHFR A F]), and an
executive director and chief operating officer of TOM Online Inc. (TOMEARAB R A R]). From July 2016 to
November 2022, Mr. Xu served as an independent non-executive director of B EHMNDBR AT, the
shares of which are listed on the Stock Exchange (stock code: 3958) and the Shanghai Stock Exchange
(stock code: 600958). From November 2021 to September 2022, Mr. Xu served as an independent non-
executive director of Tianjin Capital Environmental Protection Group Company Limited CKZEIZIRREE
1D AR A7), the shares of which are listed on the Stock Exchange (stock code: 1065) and the Shanghai
Stock Exchange (stock code: 600874).
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Mr. Xu received a doctoral degree in economics from University of Manchester in the United Kingdom
(B S BHETHFRE) in February 1993, a master’s degree in industrial economy from Chinese Academy
of Social Science (FEItEHFIEFR) in July 1986 and a bachelor’s degree in astrophysics from Peking
University (365X KE8) in July 1983.

Mr. Chan, Hiu Fung Nicholas, MH, Jp — Independent Non-executive Director

Mr. Chan, Hiu Fung Nicholas (FREEIE%4), aged 50, was appointed as an independent non-executive
Director and a member of the Nomination Committee on 22 June 2022. He is primarily responsible for
providing advice on matters requiring Directors’ discussion and/or approval and participating in meetings
of the Board.

Mr. Chan is currently a practising solicitor in Hong Kong and has over 20 years of experience in the legal
practice. Mr. Chan has been working at Squire Patton Boggs (815 BIE2RTE5FM) since April 1999
and has been a partner of it since September 2005. Prior to that, he served as an associate at Deacons
(BBREEMERFT). Mr. Chan has ample listed company board experience, having served as (i) an
independent non-executive director of China Merchants Port Holdings Company Limited (37 B8 02
EBR 7)), a company listed on the Stock Exchange (stock code:00144), since December 2022, (i) an
independent non-executive director of Million Cities Holdings Limited (B¥IEMABRAF]), a company
listed on the Stock Exchange (stock code: 2892), since December 2021, (iii) an independent non-executive
director of Pangeaea Connectivity Technology Limited (GREGEFEI AR AR]), a company listed on the
Stock Exchange (stock code: 1473), since January 2021, (iv) an independent non-executive director of
Q P Group Holdings Limited (5B &EBEZERAMR AR]), a company listed on the Stock Exchange (stock
code:1412), since December 2019, and (v) an independent non-executive director of Sa Sa International
Holdings Limited G535 BIFRIER AR /A R]), a company listed on the Stock Exchange (stock code:0178),
since September 2019.

Mr. Chan graduated from the University of Melbourne, Australia (B AF|3ER A KE), in March 1997
with a degree of bachelor of laws and a degree of bachelor of science. Mr. Chan was admitted as a
solicitor in Hong Kong in May 1999. He was also admitted as a solicitor of Australia Capital Territory,
the State of Victoria in Australia and England and Wales in June 1997, October 2000 and October 2007,
respectively. He was appointed as a China-Appointed Attesting Officer (FEIZEAE A) by Ministry of
Justice of the People’s Republic of China (7 AR £ FIE a/A3D).

Mr. Chan has been appointed to serve as the Director to lead the operations of AALCO Hong Kong
Regional Arbitration Centre since May 2022. The centre was established by agreement between the
Central People’s Government of the People’s Republic of China and the Asian-African Legal Consultative
Organization, an intergovernmental organization established in 1956 and now with 47 member countries.
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Mr. Chan has served as the director of Hong Kong Cyberport Management Company Limited (& &1
BB AR and the chairman of the Knowledge Transfer Committee of The Chinese University of
Hong Kong, since April 2024 for a term of two years, respectively. He has been appointed as an Executive
Committee of the Council and a member of the Audit and Risk Management Committee of The Chinese
University of Hong Kong respectively from April 1, 2024 to March 31, 2026. He has also been appointed
as the chairman of the Advisory Committee for the Innovation and Technology Fund under the Innovation
and Technology Commission of the Government of the HKSAR (B 455117 R BT AIFTEHERE 8137 &
B ELSFHAZEE) in June 2023. Mr. Chan has been appointed as a member of the Committee on
Innovation, Technology and Industry Development of the Government of the HKSAR in March 2023 for a
term of two years. He was also appointed as a member of the Communications Authority, an independent
statutory body established under the Communications Authority Ordinance (Cap. 616), in March 2023,
and the tenure of the appointment is two years with effect from April 2023. Mr. Chan is appointed for a
three years term to serve as a council member of The Chinese University of Hong Kong from June 2022.
Mr. Chan served as a council member of The Hong Kong University of Science and Technology (&F#&RH%
RE) from April 2016 to March 2022. He was appointed as a member to the Legal Aid Services Council (/&
ZIEBRTB) from September 2018 to August 2022. Mr. Chan has been appointed as a member of the
Hospltal Governing Committee of Castle Peak Hospital and Siu Lam Hospital (5 1L &kt &/ MEERE A

B &) since April 2019. He served as chairman of eBRAM International Online Dispute Resolution Centre
Limited (—FH B4 _EfHFAF L), an independent and not-for-profit organisation under Hong Kong law
as a company limited by guarantee. Mr. Chan was appointed as a representative of the 13th National
People’s Congress of the PRC in 2019 and was elected as the Hong Kong Deputy to the 14th National
People’s Congress in 2023. He was awarded the Medal of Honour from the Government of the HKSAR (&
EERIITH R BTS2 ) in July 2016 and has also been appointed as a Justice of the Peace (A F##H+)
by the Government of the HKSAR in July 2021.

SENIOR MANAGEMENT

For the biographical details of Ms. Peng Jiahong, Mr. Wang Wenbin and Ms. Wang Lin, please refer to
the section headed “— Directors”.

Ms. Wang Shinan (£ 55@) — Chief Accounting Officer, General Counsel

Ms. Wang Shinan (582 1), aged 41, was appointed as the chief accounting officer of the Company
in April 2023, and the general counsel of the Company in June 2023. She is also a director of Genertec
Universal Medical Development (BVI) Co., Ltd., and the chairwoman of Genertec Universal Mevion Medical
Science and Technology (Tianjin) Co., Ltd. (& ﬁﬁiiﬁ Bl BER (K2) BRAR).

Prior to joining the Group, Ms. Wang worked as the secretary of the Discipline Inspection Committee
and a member of the Party Committee of Genertec Capital Co., Ltd. (RREFITEEE RG] A7) from
November 2022 to April 2023, and the secretary of the Discipline Inspection Committee, deputy general
manager and a member of the Party Committee of Genertec Investment Management Co., Ltd. (B
RiTEEREEEAR A7) from August to November 2022. From July 2004 to August 2021, she held
various positions in the finance department of Genertec International Trading Corporation GRFEEIRE 5
AR EF(ERT]), the financial management department of GT-PRC, and Genertec Asset Management Co.,
Ltd. CRRRMTEEEEEE AR AF), including the manager of the accounting management department
and a deputy manager of the finance department, etc.

Ms. Wang obtained a bachelor’s degree in management in 2004 from Renmin University of China ([
AERRE), where she also received her master’s degree in accounting in 2015. Ms. Wang was qualified
as a senior accountant (A Z&EN) in November 2015 by the Appraisal and Approval Committee for
Professional & Technical Qualification of GT-PRC.
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The Board is pleased to present the Directors’ Report of the year 2023 together with the audited financial
statements of the Group for the year ended 31 December 2023.

PRINCIPAL BUSINESS ACTIVITIES

The Group is a leading medical and health conglomerate in China. Our business can be divided into two
major sectors, i.e. hospital group business and finance business.

BUSINESS REVIEW

Part of the business review as required under Schedule 5 of the Companies Ordinance is included in the
section headed “Management Discussion and Analysis” in this annual report on pages 14 to 59 and such
contents form part of this Directors’ Report.

In addition, the Group's policies and performance in environmental, social and governance aspects, and
compliance with relevant laws and regulations has been disclosed in the 2023 Environmental, Social and
Governance Report separately published by the Company.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2023 are set out in the consolidated statement
of profit or loss on page 132 of this annual report.

The Board recommended the payment of a final dividend of HKDO.35 per Share for the year ended 31
December 2023 (the “2023 Final Dividend”), which is subject to the approval of the Shareholders at
the 2024 AGM. Subject to the approval of the Shareholders at the 2024 AGM, the 2023 Final Dividend is
expected to be paid to the eligible Shareholders by no later than 31 July 2024.

A circular containing, among other things, further information in respect of the 2024 AGM and the
proposed distribution of the 2023 Final Dividend will be dispatched to the Shareholders in due course.

DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”), which aims to set out the
principles and guidelines that the Company applies to the declaration and distribution of dividends to
the Shareholders. The Company may by ordinary resolution declare dividends as the Directors consider
appropriate. The determination to pay dividends will be based on the Company’s profits, cash flows,
financial condition, capital requirements and other conditions that the Board deems relevant. No dividend
shall be payable except out of the profits or other distributable reserves of the Company available for
distribution. Except as otherwise provided by the Articles or the rights attached to Shares or the terms of
issue thereof, all dividends shall be declared and paid according to the amounts paid up on the Shares on
which the dividend is paid. The Company may pay dividends by any method that the Directors consider
appropriate.
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CLOSURE OF REGISTER OF MEMBERS

The notice of the 2024 AGM will be published and dispatched to Shareholders in accordance with the
requirements of the Listing Rules and the Articles of Association. The Company will announce the period
of closure of register of members in the notice of the 2024 AGM to be issued or the announcement to
be otherwise issued.

PROPERTY, PLANT AND EQUIPMENT

The movements in the Group's property, plant and equipment for the year are set out in Note 12 to the
financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in Note 30 to the financial
statements.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any listed securities of
the Company during the year ended 31 December 2023.
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RESERVES

Details of the movements in the reserves of the Group and the Company during the year are set out in
the consolidated statement of changes in equity on pages 137 to 140 of this annual report and Note 31
to the financial statements, respectively.

As at 31 December 2023, the reserves of the Company available for distribution to Shareholders
amounted to approximately RMB8,050.3 million.

DIRECTORS

During the financial year ended 31 December 2023 and up to the date of this report, our Directors were
as follows:

Executive Directors

Ms. Peng Jiahong

Mr. Wang Wenbing

Ms. Wang Lin (appointed with effect from 25 July 2023)
Mr. Yu Gang (resigned with effect from 21 June 2023)

Non-executive Directors

Mr. Chan Kai Kong
Mr. Tong Chaoyin
Mr. Xu Ming

Mr. Zhu Ziyang

Independent Non-executive Directors

Mr. Li Yinquan

Mr. Chow Siu Lui

Mr. Xu Zhiming

Mr. Chan, Hiu Fung Nicholas
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DIRECTORS OF SUBSIDIARIES

Name of Subsidiaries Directors of our subsidiaries as at 31 December 2023

1 CULC Peng Jiahong
2 Genertec Universal International Financial Leasing (Tianjin) Peng Jiahong

Co., Ltd. (RARRHERREBERDERAF)

3 Genertec Universal Medical Technology Services (Tianjin) Co., Ltd. Wang Fang

(BRRHREFRMRERDERAF)

4 Hospital Investment Co., Ltd. Peng Jiahong
5  Genertec CREC (Beijing) Hospital Management Co., Ltd. Guo Xiaolian
(EATECLRBRERERAF) Qiu Cheng
Xue Wugiang
Zeng Xi
Li Zheng
6  Xi'an Ronghui Hospital Construction Management Co., Ltd. Zhu Jiawei

(AZREBREREEARAF)

7 Shaanxi Huahong Pharmaceutical Co., Ltd. Wang Fang

(RAEMEEERAR)

8  Genertec Universal Medical Development (BVI) Co., Ltd. Wang Shinan

9  Sichuan Zhonggi Health Industry Co., Ltd Yu Chao
()| RERREXERAR)
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Name of Subsidiaries Directors of our subsidiaries as at 31 December 2023

10 Genertec Universal Medical (Xi'an) Co., Ltd.
(BRARKERAR)BRLRA)

11 Yantai Harbour Hospital Co., Ltd.
(BB BRERLR)

12 Genertec Universal Xi'an Aero-Engine Hospital (Xi‘an) Co., Ltd.

(BRRREMERER)ERAF)

13 Genertec Ansteel Hospital Management Co., Ltd.
(BAENBERERERAR)

14 Genertec Universal Caihong (Xianyang) Hospital Management Co.,

Ltd. (BARRF LR ERERERAR)

15 Genertec Universal CREC (Xi'an) Hospital Management Co., Ltd.

(BRRRTEHAER BREEZERAF)

16 Genertec Universal Medical Technology Advisory (Yantai) Co., Ltd.

(BRRHREFERNEAER)BRAR)

17 Genertec Universal Medical Science and Technology (Hainan) Co.,

Ltd. RARKBEERR(BR)ERAR)

Guo Xiaolian

Du Wenzhao
Wang Shuangquan
Wang Shuo

Li Zheng

Guo Xiaolian
Wang Yantao
Zhang Jian
Meng Fanxue
Yong Weijie
Lu Na

Guo Xiaolian

Peng Jiahong
Liu Xin

Liu Chuan
Ping Shouguo
Guo Xiaolian

Guo Xiaolian
Kang Pengjiang
Zhang Bing
Wang Shuo

Li Zheng

Guo Xiaolian
Qiu Cheng

Li Zheng
Zeng Xi

Xue Wugiang

Meng Fanxue

Li Huaming
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20

21

22

23

24

25

26

27

28

Name of Subsidiaries

Shaanxi CREC Elderly Care Management Co., Ltd
FRAREHZEEEFRAA)

Chengdu Genertec Jindian Hospital Management Co., Ltd.
(KEBARERRERERAA)

Genertec Ansteel (Anshan) Health Industry Co., Ltd.
(ERERELBEEEERAF)

Liaoning Xingye

Genertec Minmetals

Shaanxi CREC Occupational Health Technology Services Co., Ltd.

(RE EREFERMRBEERAR)

Genertec Universal (Tianjin) Hospital Group Co., Ltd.
BRBRRRR)BREEERAR)

GUHID

Genertec Universal NORINCO (Xi'an) Hospital Management Co.,
Lid. (BRARKEI(AER)EREEERAA)

Genertec Universal (Xi'an) Health Hospital Management Co., Ltd.

(BRRRERRREREEERAF)

Genertec Universal Chinacoal (Handan) Hospital Management Co.,

Ltd. CRARRTR(BE) Bl EZERAA)

Directors of our subsidiaries as at 31 December 2023

Qiu Cheng

Li Zheng

Ding Xin

Wang Yunfeng

Guo Xiaolian

Liang Xiaoxia

Peng Jiahong

Peng Jiahong

Wang Shuo
Chen Hong
Kang Yanping

Wang Shuo
Sun Anzhi
Dong Huiling
Guo Xiaolian
Ren Chao

Wang Fang
Huang Zhijie
Liu Guiyin

Bi Zhenli

Zhou Yongmei
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Name of Subsidiaries Directors of our subsidiaries as at 31 December 2023

29  Genertec Universal Huayang Shanxi Health Industry Co., Ltd.

30

31

32

33

34

(BRRFERURERERERAR)

Yangquan Tianhetang Pharmacy Co., Ltd.
(GRIAMZZEEFRAR)

Liangshanzhou Huankang Hospital Management Co., Ltd.

(RILMREBEREEERAR)

Liangshanzhou Panxin Health Management Co., Ltd.

(RILNEFRREBERLA)
Beijing Huankang Hospital Management Co., Ltd.

ERRRBREEERAF)

Beijing Guotong Huankang Hospital Management Co., Ltd.
ARERRRERERERATF)

Jia Zhiwen

Zhang Zhen

Guo Xiaolian
Wang Wei

Liu Ziyuan

Wang Fang
Zhang Donghong

Feng Juan

Zhang Hongjun
Yu Chao

Li Zheng

Xiao Jiankun
Du Zhuozhuang

Xiao Jiankun
Guo Xiaolian
Bao Zongyu

Guo Xiaojuan

Guo Xiaolian

BIOGRAPHICAL DETAILS OF THE DIRECTORS

Biographical details of the Directors are set out on pages 82 to 90 of this annual report.
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DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

As at 31 December 2023, none of the Directors had a service contract with the Company or any of
its subsidiaries which is not terminable within one year without payment of compensation other than
statutory compensation.

The Directors’ remuneration is determined with reference to the remuneration of the comparable
companies, the Directors’ time contribution, duties and responsibilities and individual performance as well
as the results of the Group.

Executive Directors

Ms. Peng Jiahong entered into a service contract with the Company, pursuant to which she agreed to act
as an executive Director for an initial term of five years with effect from 22 December 2014. Ms. Peng
Jiahong's service in the Company was extended for three years on 22 December 2019 and was further
extended for another three years commencing from 22 December 2022. Pursuant to the resolutions in
writing of the shareholders passed on 10 June 2015 and the board resolutions passed on 30 October
2019 and 26 April 2022, respectively, the form and substance of the service contracts (including the
duration thereof) made between Ms. Peng Jiahong and the Company were approved.

Mr. Wang Wenbing entered into a service contract with the Company as an executive Director, pursuant
to which he was appointed on 13 September 2021 and would hold office until the commencement of
the next annual general meeting of the Company following his appointment, and then shall be eligible
for re-election at that general meeting. Pursuant to the Shareholders’ approval at the Company’s 2022
annual general meeting on 7 June 2022 (“2022 AGM"), such service contract was extended for three
years commencing from the 2022 AGM.

Ms. Wang Lin entered into a service contract with the Company as an executive Director, pursuant to
which she was appointed on 25 July 2023 and would hold office until the commencement of the next
annual general meeting of the Company following her appointment, and then shall be eligible for re-
election at that general meeting.

Mr. Yu Gang resigned as an executive Director with effect from 21 June 2023.

The aggregate amount of the basic annual salaries paid to Ms. Peng Jiahong, Mr. Wang Wenbing and
Ms. Wang Lin by the Company in 2023 is approximately RMB3.26 million. In addition, each of the
executive Directors is also entitled to a discretionary management bonus taking into consideration the
financial performance of the Group and the relevant executive Director’s individual contribution to the
Group for the financial year concerned. An executive Director may not vote on any resolution of Directors
regarding the amount of the management bonus payable to him/her.
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Non-executive Directors and Independent Non-executive Directors

Each of Mr. Chan Kai Kong and Mr. Xu Ming entered into a letter of appointment with the Company
on 22 June 2022, pursuant to which each of them was appointed as a non-executive Director with
effect from the signing date of their corresponding letter of appointment and would hold office until the
commencement of the next annual general meeting of the Company following their appointments, and
then shall be eligible for re-election at that general meeting. Pursuant to the Shareholders’ approval at
the Company’s 2023 annual general meeting on 7 June 2023 (“2023 AGM"), each of Mr. Chan Kai Kong
and Mr. Xu Ming was re-elected as a non-executive Director. Mr. Tong Chaoyin entered into a letter of
appointment with the Company as a non-executive Director, pursuant to which he was appointed since
14 May 2021, and he shall hold office until the conclusion of the next annual general meeting of the
Company following his appointment, and shall then be eligible for re-election at that general meeting.
Pursuant to the Shareholders’ approval at the Company’s 2021 annual general meeting on 8 June 2021,
such letter of appointment was extended and he shall hold office until the commencement of third
annual general meeting of the Company following the extension. Mr. Zhu Ziyang entered into a letter
of appointment with the Company as a non-executive Director, pursuant to which he was appointed
since 7 July 2021, and he shall hold office until the conclusion of the next annual general meeting of the
Company following his appointment, and shall then be eligible for re-election at that general meeting.
Pursuant to the Shareholders’ approval at the 2022 AGM, such service contract was extended and he
shall hold office until the commencement of third annual general meeting of the Company following the
extension.

Each of Mr. Xu Zhiming and Mr. Chan, Hiu Fung Nicholas entered into a letter of appointment with
the Company on 22 June 2022, pursuant to which each of them was appointed as an independent
non-executive Director with effect from the signing date of the letter of appointment and would hold
office until the commencement of the next annual general meeting of the Company following their
appointments, and then shall be eligible for re-election at that general meeting. Pursuant to the 2023
AGM, each of Mr. Xu Zhiming and Mr. Chan, Hiu Fung Nicholas was re-elected as an independent non-
executive Director. Each of Mr. Li Yinquan and Mr. Chow Siu Lui has respectively entered into a letter
of appointment with the Company on 6 March 2021 to extend his service in the Company for a term of
three years commencing from 9 June 2021.

The non-executive Directors are not entitled to any director’s fee. Each of the independent non-executive
Directors is entitled to a director’s fee of HKD400,000 per annum.

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received an annual confirmation of independence pursuant to Rule 3.13 of the Listing
Rules from each of the independent non-executive Directors and the Company considers that each of the
independent non-executive Directors, namely Mr. Li Yinquan, Mr. Chow Siu Lui, Mr. Xu Zhiming and Mr.
Chan, Hiu Fung Nicholas, is independent.
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DIRECTORS’ AND SENIOR MANAGEMENT’'S REMUNERATION

Details of the remuneration of the Directors and the senior management of the Group for the year ended
31 December 2023 are set out in Note 7 and Note 8 to the consolidated financial statements of the
Company, respectively. The remuneration of two senior management personnels fell within the band from
HKD3,500,001 to HKD4,000,000. one senior management personnel’s remuneration fell within the band
from HKD6,500,001 to HKD7,000,000.

PERMITTED INDEMNITY PROVISION

In accordance with the definition of section 469 of the Companies Ordinance, the permitted indemnity
provision in relation to the director’s and officer’s liability insurance was in force during the financial year
ended 31 December 2023 and remains in force as at the date of this report.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

The Company has entered into certain continuing connected transaction framework agreements with
GT-PRC and/or its associates, as set out in the section headed “Continuing Connected Transactions” on
pages 110 to 121 of this annual report.

In addition, on 31 December 2023, CULC entered into a partnership agreement with, among others,
GT-PRC and certain associates of GT-PRC in respect of, among other things, the formation of a limited
partnership investment fund. Details of the transaction were set out in the Company’s announcements
dated 22 December 2023 and 2 January 2024. On 25 December 2023, Hospital Investment Co., Ltd.
entered into a transfer agreement with a wholly owned subsidiary of GT-PRC, pursuant to which Hospital
Investment Co., Ltd. agreed to acquire the interests of the target hospitals held by such subsidiary of GT-
PRC. Details of the transaction were set out in the Company’s announcement dated 26 December 2023.
On 19 July 2023, CULC (as the lessee) entered into a lease agreement with a wholly owned subsidiary
of GT-PRC (as the lessor) to lease certain properties. Details of the transaction were set out in the
Company’s announcement dated 19 July 2023. On 12 May 2023, the Company, Hospital Investment Co.,
Ltd. and Xinxing Construction (a subsidiary of GT-PRC) entered into a cooperation agreement to establish
a joint venture (the “Joint Venture”). Upon the establishment of the Joint Venture, its registered capital
will be held by Hospital Investment Co., Ltd. and Xinxing Construction as to 66% and 34%, respectively,
and the Joint Venture will be accounted as a subsidiary of the Company. On 30 May 2023, an affiliated
hospital of the Joint Venture (as the lessee) entered into a lease agreement with Xinxing Construction
(as the lessor) to lease certain properties. Details of the transactions were set out in the Company’s
announcement dated 30 May 2023. On 3 March 2023, GUHID entered into an agreement with GT-PRC
and certain subsidiaries of GT-PRC to establish a joint venture. Details of the transaction were set out in
the Company’s announcement dated 3 March 2023. Mr. Tong Chaoyin and Mr. Xu Ming hold positions
in GT-PRC or its close associates, but they do not hold any management position within the Company
and are not involved in the daily management of the Company.
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Save as disclosed above, no Director or an entity connected with a Director had a material interest, either
directly or indirectly, in any transactions, arrangements or contracts of significance to the business of the
Group to which the Company, the controlling shareholder of the Company or their respective subsidiaries
was a party during the year.

COMPETING BUSINESS

The compliance of the Company’s controlling shareholder of the non-competition undertakings (the
“Non-competition Undertakings”) entered into in favour of the Company on 10 June 2015 is set out in
the Corporate Governance Report.

During the year ended 31 December 2023, none of the controlling shareholder of the Company or its
close associates was considered to be interested in businesses which compete or are likely to compete,
either directly or indirectly, with the core businesses as defined in the Non-competition Undertakings.

During the year ended 31 December 2023, Mr. Tong Chaoyin and Mr. Zhu Ziyang, each a non-executive
Director, had interests in the following business, which is considered to compete or be likely to compete,

either directly or indirectly, with our businesses:

Interest in the Nature of the

Name of Directors Name of Company Competing Business Competing Business

Tong Chaoyin GT-PRC Healthcare Company Limited Director Medical and healthcare business
Zhu Ziyang Ping An Healthcare and Technology Non-executive director Medical and healthcare business
Company Limited

As each of Mr. Tong Chaoyin and Mr. Zhu Ziyang was not a member of our executive management
team, we do not believe that their respective interests in the above business as a director would render
us incapable of carrying on our businesses independently from GT-PRC Healthcare Company Limited and
Ping An Healthcare and Technology Company Limited.

Save as disclosed above, during the year ended 31 December 2023, none of the Directors or their
respective close associates was considered to be interested in businesses which compete or are likely to
compete, either directly or indirectly, with our businesses.

DISCLOSURE REQUIRED UNDER RULE 13.18 OF THE LISTING RULES

As at 31 December 2023, other than the circumstances as disclosed in the Prospectus, and the
announcements of the Company dated 8 September 2021, 27 July 2023 and 15 December 2023,
respectively, there were no other circumstances that give rise to a disclosure required under Rule 13.18 of
the Listing Rules.
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PENSION SCHEME

Details of the pension scheme of the Company are set out in the paragraph headed “Post-Retirement
Benefit Obligations” in Note 29 to the financial statements.

EQUITY-LINKED AGREEMENTS

Other than the Share Option Scheme as disclosed below, no equity-linked agreements were entered into
by the Company during the year ended 31 December 2023 or subsisted at the end of the year ended 31
December 2023.

SHARE OPTION SCHEME

On 31 December 2019, the Company adopted the Share Option Scheme, which falls within the ambit of,
and is subject to, the regulations under Chapter 17 of the Listing Rules. The purpose of the Share Option
Scheme is to, among others, (i) further refine the corporate governance structure of the Company; (ii)
establish a complete remuneration system, promote the Company’s incentive and disciplinary mechanism,
and encourage the initiative and commitment of its directors, senior management, and key employees;
and (i) attract and retain talents to strive for the long-term development of the Company.

The scope of the participants of the Share Option Scheme should be determined after taking into account
the actual situation of the Company, in accordance with, among others, the Listing Rules, other applicable
laws and regulations, and the Articles. The participants should in principle be limited to the Directors,
senior management and other key employees of the Company who have direct impact on the Company’s
overall development.

The total number of Shares which may be issued upon exercise of all the options to be granted under
the Share Option Scheme shall not in aggregate exceed 171,630,458 Shares, representing (i) 10%
of the Company’s issued share capital as at the date of approval of the Share Option Scheme by the
Shareholders at the extraordinary general meeting held on 31 December 2019, and (i) approximately 9.07%
of the Company’s issued share capital as at the date of this report.

The maximum number of Shares which are issued and may be issued upon exercise of all options (including
exercised and outstanding Options) granted to any participant within any 12-month period shall not
exceed 1% of the issued share capital of the Company, unless being approved by the Shareholders at a

general meeting.
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The Share Option Scheme shall be valid and effective for a period of ten years commencing from the
adoption date, under which the first phase of the Share Option Scheme shall be valid for a period of five
years. The Company may initiate a new phase of the Share Option Scheme two years after the effective
date of the former one, subject to the relevant approvals. The vesting period of the options granted is 24
months from the grant date. Upon satisfaction of the relevant performance conditions and subject to the
evaluation results of the participants, the participants are able to exercise their options in accordance with
the arrangement specified in the terms of the Share Option Scheme, within 36 months after the expiry
of the vesting period. Any option that remains unexercised upon expiry of such 36 months-period will
automatically lapse.

An offer of the grant of the option shall be made to a participant and such offer shall remain open
for acceptance by the participant concerned for a period of 21 days (as determined by the Board from
time to time) from the date upon which the offer is made. An offer of the grant of the option shall be
deemed to have been accepted and the option to which such offer relates shall be deemed to have been
granted and to have taken effect when a duplicate letter comprising acceptance of offer duly signed by
the participant with the number of Shares clearly stated therein, together with a remittance in favour of
the Company of HKD1.00 as consideration for the grant thereof is received by the Company.

The exercise price of the share options granted under the Share Option Scheme shall be such price as
determined by the Board in accordance with the requirements of the SASAC and the Stock Exchange,
which shall not be less than the higher of (i) the closing price of the Shares on the Stock Exchange as
stated in the Stock Exchange's daily quotations sheet on the grant date; (ii) the average closing price of
the Shares on the Stock Exchange as stated in the Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the grant date; and (iii) the nominal value of the Shares (if any).

On 31 December 2019, as approved by the Board, the Company granted share options to certain
eligible participants to subscribe for an aggregate of up to 16,065,000 ordinary Shares, representing
approximately 0.936% of the issued share capital of the Company as at the effective date, at the price
of HKD5.97 per Share, as the first phase of the Share Option Scheme. Such grant of options has taken
effect since 2 January 2020. Among the 16,065,000 options granted, a total of 2,644,000 options were
granted to two Directors and the acceptance letters have been signed. Details of the options granted to
the Directors are set out as follows:

Number of Shares to be issued upon

Name of Directors Position full exercise of the options granted

Ms. Peng Jiahong Executive Director and Chairwoman of the Board 1,322,000
Mr. Yu Gang Executive Director (resigned with effect from 21 June 2023) 1,322,000
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Vesting period of the options granted on 31 December 2019 is 24 months from 31 December 2019.
Upon satisfaction of the relevant performance conditions and subject to the evaluation results of the
grantees and the terms of the first phase of the Share Option Scheme, the Grantees would be able to
exercise their options after the expiry date of the vesting period (the “Expiry Date”) and according to the
schedule as set out below:

i. one-third of the options granted would be exercisable within the period starting from the first
trading date immediately after the Expiry Date, and ending on the last trading date of the 36-month
period after 31 December 2019;

ii. one-third of the options granted would be exercisable within the period starting from the first
trading date immediately after the end of the abovementioned 36-month period, and ending on the
last trading date of the 48-month period after 31 December 2019; and

iii.  one-third of the options granted would be exercisable within the period starting from the first
trading date immediately after the end of the abovementioned 48-month period, and ending on the
last trading date of the 60-month period after 31 December 2019.

Details of the options granted under the Share Option Scheme and those remained outstanding as at 31
December 2023 are as follows:

Number of Options
Outstanding Outstanding
as at Exercised Cancelled Lapsed During as at
1 January During the During the the Report 31 December Exercise
Name of Option Holders 2023  Report Period  Report Period Period 2023 Price @
Directors
Ms. Peng Jiahong 881,333 - 440,666% 440,667% 0 HKD5.97%
Mr. Yu Gang (resigned with
effect from 21 June 2023) 881,333 - 440,666 440,667° 0 HKD5.97%
Other Employees 6,373,338 - 3,678,34299 2,694,996 0 HKD5.97%
Total 8,136,004 - 4,559,674236) 3,576,33014%) 0
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Notes:

m Representing the higher of: a. the closing price of HKD5.97 per Share as stated in the Stock Exchange’s daily
quotations sheet on the effective date; and b. the average closing price of HKD5.746 per Share as stated in
the Stock Exchange’s daily quotations sheets for the five trading days immediately preceding the effective date.
Closing price of the Shares immediately before the effective date is HKD5.90 per Share.

@ Pursuant to the Share Option Scheme, one-third of the options originally granted were cancelled due to the
unfulfilled certain conditions.

@ Due to resignation of certain grantees during the year ended 31 December 2023, 983,334 options were
cancelled.
@ Pursuant to the Share Option Scheme, one-third of the options originally granted were lapsed automatically on

31 December 2023.

® Due to retirement of Mr. Yu Gang, 440,666 options were cancelled in July 2023 and 440,667 options were
lapsed in December 2023.

The Board considers that it is not appropriate to state the value of the options granted pursuant to
the Share Option Scheme as if they were granted at the date of this annual report. The Board believes
that any statement regarding the value of the options as at the date of this annual report will not be
meaningful to the Shareholders and to a certain extent would be misleading to the Shareholders, taking
into account the number of variables which are crucial for assessing the value of the options which have
not been determined.

Details of the impact of the options granted under the Share Option Scheme on the consolidated financial
statements since the grant date of such options and the subsequent financial periods are set out under

Note 39 to the consolidated financial statements in this report.

A summary of the terms of the Share Option Scheme has been set out in the circular of the Company
dated 12 December 2019.

MANAGEMENT CONTRACTS

No contract concerning the management or administration of the whole or any substantial part of the
business of the Group was entered into or subsisted during the year.
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ARRANGEMENTS FOR THE DIRECTORS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in “Share Option Scheme”, at no time during the year were there any arrangements to
which the Company, its holding company, or any of its subsidiaries or fellow subsidiaries is a party that
would enable the directors or their respective spouse or children under 18 years of age to acquire benefits
by means of the acquisition of shares in or debentures of the Company or any other corporate entity.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN THE SHARES

As at 31 December 2023, the following persons (other than a Director or chief executive of the Company)
had an interest or short position in the Shares or the underlying Shares as recorded in the register of the
Company required to be kept under Section 336 of the SFO:

Long Positions in the Shares and the underlying Shares:

Approximate

Number of percentage of interest

Name of Shareholders Nature of interest Shares interested held in the Company

GT-HK (Note 1) Beneficial owner 681,373,395 36.02%
GT-PRC (Note 1) Interest of controlled corporation 744,851,700 39.38%
Trustar Capital Holdings Limited (Note 2)  Interest of controlled corporation 191,349,753 10.12%
CP Management Holdings Limited (Note 2) Interest of controlled corporation 191,349,753 10.12%
Zhang Yichen (Note 2) Interest of controlled corporation 191,349,753 10.12%
CITIC Capital (Note 2 and 3) Interest of controlled corporation 233,342,753 12.34%
Chu Mang Yee (Note 4) Interest of controlled corporation 245,629,081 12.99%
Sounda Properties (Note 4) Beneficial owner 4,806,000 0.25%

Interest of controlled corporation 240,823,081 12.73%
Meta Group Limited (Note 4) Interest of controlled corporation 169,835,081 8.98%
Sounda Hopson Technology Investment Interest of controlled corporation 169,835,081 8.98%

Limited (Note 4)

Sounda Hopson Technology Holdings Interest of controlled corporation 169,835,081 8.98%

Limited (Note 4)
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Notes:

1. Among the 744,851,700 Shares, 681,373,395 Shares are registered under the name of GT-HK and 63,478,305
Shares are registered under the name of China General Consulting & Investment (Hong Kong) Co., Limited
("CGCI-HK"). The entire issued share capital of GT-HK is ultimately owned by GT-PRC and the entire issued
share capital of CGCI-HK is directly held by China General Consulting & Investment Co., Limited, which in turn,
is wholly owned by GT-PRC. By virtue of the SFO, GT-PRC is deemed to be interested in a total of 744,851,700
Shares held by GT-HK and CGCI-HK.

2. CCP Leasing Il Limited, a wholly owned subsidiary of CITIC Capital China Partners IV, L.P., is interested in
191,349,753 Shares, which arises from the entering into a subscription agreement in relation to subscription of
convertible bonds in the amount of USD150 million with the Group on 29 December 2020. The general partner
of CITIC Capital China Partners IV, L.P. is CCP IV GP Ltd. CCP IV GP Ltd. is a wholly owned subsidiary of CCP
Ltd., which is wholly owned by Trustar Capital Partners Limited. Trustar Capital Partners Limited is indirectly
wholly owned by Trustar Capital Holdings Limited through Trustar Capital Company Limited. Trustar Capital
Holdings Limited is held as to 49% and 51% by CITIC Capital and CP Management Holdings Limited (of which
Mr. Zhang Yichen holds more than one-third voting power), respectively. By virtue of the SFO, Trustar Capital
Holdings Limited, CITIC Capital, CP Management Holdings Limited and Mr. Zhang Yichen are deemed to be
interested in the 191,349,753 Shares directly held by CCP Leasing Il Limited.

3. Other than the 191,349,753 Shares mentioned above, CITIC Capital is also interested in another 41,993,000
Shares, which are indirectly held by CITIC Capital (Tianjin) through its wholly owned subsidiary, Infinite Benefits
Limited. CITIC Capital (Tianjin) is held as to 62.31% by Prestige Way Limited, a wholly owned subsidiary of
Prestige Way Holdings Limited. Prestige Way Holdings Limited is a wholly owned subsidiary of CITIC Capital MB
Investment Limited, which is wholly owned by CITIC Capital. By virtue of the SFO, CITIC Capital is deemed to be
interested in the 41,993,000 Shares.

4. Among the 245,629,081 Shares, (i) 4,806,000 Shares are directly held by Sounda Properties Limited (“Sounda
Properties”); (ii) 169,835,081 Shares are directly held by Million Surplus Developments; and (iii) 70,988,000
Shares are directly held by Hopson E-Commerce Limited (“Hopson E-Commerce”).

Sounda Properties is wholly owned by Mr. Chu Mang Yee. By virtue of the SFO, Mr. Chu Mang Yee is deemed
to be interested in the 4,806,000 Shares held by Sounda Properties.

Million Surplus Developments is wholly owned by Meta Group Limited, which in turn, is indirectly owned as to
80% by Sounda Hopson Investment Holdings Limited (“Sounda Hopson Investment”) through Sounda Hopson
Technology Holdings Limited and Sounda Hopson Technology Investment Limited. Sounda Properties holds
100% of the equity interest in Sounda Hopson Investment. By virtue of the SFO, Mr. Chu Mang Yee is deemed
to be interested in the 169,835,081 Shares held by Million Surplus Developments.

Hopson E-Commerce, through Hopson Capital International Limited, is indirectly wholly owned by Hopson
Development International Limited. Hopson Development International Limited is wholly owned by Hopson
Development Holdings Limited, which in turn, is owned as to 53.75% by Sounda Properties. By virtue of the
SFO, Mr. Chu Mang Yee is deemed to be interested in the 70,988,000 Shares held by Hopson E-Commerce.

Therefore, Mr. Chu Mang Yee is deemed to be interested in a total of 245,629,081 Shares.
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Save as disclosed above, as at 31 December 2023, the Directors were not aware of any person who had
any interests or short positions in any shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO) which were recorded in the
register required to be kept under section 352 of the SFO or otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

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

As at 31 December 2023, the interests of the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and any of its associated corporations (within
the meaning of Part XV of the SFO) which were recorded in the register required to be kept under section
352 of the SFO or otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code were as follows:

Long positions in Shares

Approximate

percentage

Number of interest
of Shares held in the

Nature of interest Position interested Company

Ms. Peng Jiahong" Interest of controlled Executive Director 7,617,400 0.40%
corporation
Mr. Chan Kai Kong Beneficial owner Non-executive 30,000 0.00%
Director
Note:

m Ms. Peng Jiahong is the sole legal and beneficial owner of Evergreen which is the beneficial owner of the said
7,617,400 Shares. By virtue of the SFO, Ms. Peng is deemed to be interested in the Shares owned by Evergreen.

Save as disclosed above, as at 31 December 2023, none of the Directors and chief executive of the
Company had any interests or short positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were
recorded in the register required to be kept under section 352 of the SFO or otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.
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PUBLIC FLOAT

Based on the information publicly available to the Company and as far as the Directors are aware as
at the date of this report, at least 25% of the total issued share capital of the Company is held by the
public pursuant to the Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

The customer base of the Group mainly consists of patients, hospitals and other public institutions.
Customers of the Group also include medical equipment suppliers for whom the Group acts as exclusive
sales agent and provides equipment in-licensing services. Suppliers of the Group primarily consist of
financial institutions that provide the Group with loan facilities and other forms of financing and medical
supplies and medical equipment suppliers.

The information of the customers and suppliers is as follows:

Percentage of the total income

(before business taxes and surcharges)
for the year ended 31 December 2023

Five largest customers 2%
The largest customer 1%

Percentage of the total

cost of sales for the year ended
31 December 2023

Five largest suppliers 6%
The largest supplier 2%

As far as the Directors are aware, none of the Directors, their close associates or shareholders holding
more than 5% of the issued Shares of the Company had any interest in the five largest customers or five
largest suppliers of the Group.

EMPLOYEES

As at 31 December 2023, the Group had a total of 21,089 employees, while it had a total of 20,077
employees as at 31 December 2022.

For the year ended 31 December 2023, the Group did not experience any strikes or significant labor
disputes which materially affected the operation of the Group. The Group maintained good relationship
with its employees.
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CONTINUING CONNECTED TRANSACTIONS

The Group entered into certain continuing connected transactions with GT-PRC and its associates, as
defined in the Listing Rules, which are subject to the disclosure requirements under Chapter 14A of the
Listing Rules. The Company confirms that it has complied with the disclosure requirements in accordance
with Chapter 14A of the Listing Rules for these continuing connected transactions.

The Group has complied with the pricing policy of the Group in respect of the continuing connected
transactions for the year ended 31 December 2023.

GT-PRC holds approximately 39.38% of the total issued Shares through its wholly-owned subsidiaries and
is the controlling shareholder of the Company. Therefore, GT-PRC and its associates constitute connected
persons of the Company.

Medical Consumables Sales Framework Agreement and Pharmaceuticals
Sales Framework Agreement

On 30 November 2022, Liaoning Xingye entered into a medical consumables sales framework agreement
(the “Medical Consumables Sales Framework Agreement”) with Shenyang Aerospace Hospital (BF&fnK
2B7) (“Shenyang Aerospace”) (an associate of GT-PRC), pursuant to which, Liaoning Xingye would sell
medical consumables to Shenyang Aerospace from time to time in accordance with the terms thereof. The
Medical Consumables Sales Framework Agreement commenced from 30 November 2022 to 31 December
2023.

On 1 January 2023, Liaoning Xingye entered into a pharmaceuticals sales framework agreement (the
“Pharmaceuticals Sales Framework Agreement”) with Shenyang Aerospace, pursuant to which, Liaoning
Xingye would sell pharmaceuticals to Shenyang Aerospace from time to time in accordance with the
terms thereof. The Pharmaceuticals Sales Framework Agreement commenced from 1 January 2023 to 31
December 2023.

The Group is an integrated healthcare products provider offering a variety of medical consumables and
pharmaceuticals. The Group could provide such products to GT-PRC and its associates, leveraging the
advantages of geographical location and transportation convenience to provide such products, so as to
efficiently and conveniently meet the demand of GT-PRC and its associates (mainly medical institutions)
for the procurement of pharmaceuticals and medical consumables, and to deepen the synergies of
resources among the central state-owned enterprises.
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For the period from 30 November 2022 to 31 December 2022 and the year ending 31 December 2023,
the total contract amount under the medical consumables sales agreement(s) to be entered into between
Liaoning Xingye and Shenyang Aerospace was not expected to exceed RMBO0.2 million and RMB2.0
million, respectively. Pursuant to the announcement of the Company dated 30 October 2023, for the year
ended 31 December 2023, the annual caps had been revised to RMB6.0 million (“Revised Annual Caps |").
The Revised Annual Caps | were based on the positive trend in Shenyang Aerospace’s demand for medical
supplies including medical consumables. For the year ended 31 December 2023, the actual transaction
amount under the Medical Consumables Sales Framework Agreement did not exceed the annual caps
thereunder.

For the year ending 31 December 2023, the total contract amount under the pharmaceuticals sales
agreement(s) to be entered into between Liaoning Xingye and Shenyang Aerospace was not expected to
exceed RMB4.0 million. Pursuant to the announcement of the Company dated 30 October 2023, for the
year ending 31 December 2023, the annual caps had been revised to RMB8.0 million (“Revised Annual
Caps II"). The Revised Annual Caps Il were based on the positive trend in Shenyang Aerospace’s demand
for medical supplies including pharmaceuticals. For the year ended 31 December 2023, the actual
transaction amount under the Pharmaceuticals Sales Framework Agreement did not exceed the annual
caps thereunder.

Please refer to the Company’s announcement dated 30 October 2023 for the details of the Medical
Consumables Sales Framework Agreement, the Pharmaceuticals Sales Framework Agreement and the
annual caps thereunder.

The Digitalization-based Procurement Framework Agreement

On 27 October 2023, the Company entered into a digitalization-based product and service procurement
framework agreement (the “2023 Digitalization-based Procurement Framework Agreement”) with GT-
PRC, pursuant to which, the Company and/or its subsidiaries will purchase relevant digitalization products
and/or services from GT-PRC and/or its associates. For the period from 27 October 2023 to 31 December
2023, the total amount payable by the Group for products/services procurement from GT-PRC and/or
its associates was not expected to exceed RMB59.0 million. For the year ended 31 December 2023, the
actual transaction amount under the 2023 Digitalization-based Procurement Framework Agreement did
not exceed the annual cap thereunder.

To renew the 2023 Digitalization-based Procurement Framework Agreement, the Company entered into
a digitalization-based product and service procurement framework agreement (the “Digitalization-based
Procurement Framework Agreement”) with GT-PRC on 23 November 2023. The Digitalization-based
Procurement Framework Agreement would come into effect from 1 January 2024 until 31 December
2026 and may be renewed by mutual consent.
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The Company entered into the Digitalization-based Procurement Framework Agreement because it can
make maximum use of the advantages of the medical digital technology platform of GT-PRC, which can
not only enhance the efficiency of system construction and reduce the cost of external procurement, but
also enable the Group to use the professional products of upgraded iterative computation and highly
efficient and customized services more quickly under the premise of saving its own upgrading research
and development cost and manpower cost.

For the three years ending 31 December 2024, 2025 and 2026, the total amount for digitalization-based
products/services procured by the Group from GT-PRC and/or its associates is not expected to exceed
RMB120.0 million, RMB120.0 million and RMB125.0 million, respectively. The above proposed annual cap
are based on the following factors: (i) the historical transaction amounts and the expected transaction
amounts for the procurement of digitalization-based products and services by the Company from GT-
PRC and its associates in the future; (ii) the high demand for internet techniques and service, and the
Group's expectation on achieving high-quality development of the medical sector and grasp the initiative
of digital transformation, all of which will result in the Group’s growing demand for the procurement
of digitalization-based and services; and (iii) the expected increase in the production or trade costs of
relevant products and the labor costs of relevant services with reference to the general growth trend in
digital industrialization.

Please refer to the Company’s announcement dated 30 October 2023 relating to the 2023 Digitalization-
based Procurement Framework Agreement, and the Company’s announcement dated 23 November 2023
relating to the Digitalization-based Procurement Framework Agreement.

The Digitalization-based Sales Framework Agreement

On 27 October 2023, the Company entered into a digitalization-based product and service sales
framework agreement (the “2023 Digitalization-based Sales Framework Agreement”) with GT-PRC,
pursuant to which, the Company and/or its subsidiaries will provide relevant digitalization products and/or
services to GT-PRC and/or its associates. For the period from 27 October 2023 to 31 December 2023, the
total amount payable by GT-PRC and/or its associates was not expected to exceed RMB23.0 million. For
the year ended 31 December 2023, the actual transaction amount under the 2023 Digitalization-based
Sales Framework Agreement did not exceed the annual cap thereunder.

To renew the 2023 Digitalization-based Sales Framework Agreement, the Company entered into a
digitalization-based product and service sales framework agreement (the “Digitalization-based Sales
Framework Agreement”) with GT-PRC on 23 November 2023. The Digitalization-based Sales Framework
Agreement would come into effect from 1 January 2024 until 31 December 2026 and may be renewed
by mutual consent.

The Company entered into the Digitalization-based Sales Framework Agreement, so that the Group’s

self-developed Internet health platform would also leverage on the synergies with GT-PRC to expand its
external sales channels and obtain more profit returns.
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For the three years ending 31 December 2024, 2025 and 2026, the total sales amount for digitalization-
based products and/or services provided by the Group to GT-PRC and/or its associates is not expected
to exceed RMB13.0 million, RMB16.0 million and RMB20.0 million, respectively. The above proposed
annual caps are based on the following factors: (i) the historical transaction amounts and the expected
transaction amounts for the procurement of digitalization-based products and/or services by GT-PRC and
its associates in the future; (ii) the high demand for digitalization-based products and services, and digital
construction of GT-PRC, all of which will result in GT-PRC's growing demand for the procurement of
digitalization-based products and services; and (iii) the expected increase in the production or trade costs
of relevant products and the labor costs of relevant services with reference to the general growth trend in
digital industrialization.

Please refer to the Company’s announcement dated 30 October 2023 relating to the 2023 Digitalization-
based Sales Framework Agreement, and the Company’s announcement 23 November 2023 relating to the
Digitalization-based Sales Framework Agreement.

Medical Related Product Procurement Framework Agreement

The Company and GT-PRC entered into a product procurement framework agreement on 10 November
2020 (the “2021 Product Procurement Framework Agreement”). For the year ended 31 December 2023,
the actual transaction amount did not exceed the annual cap under the 2021 Product Procurement

Framework Agreement.

To renew the 2021 Product Procurement Framework Agreement, the Company entered into a medical
related product procurement framework agreement (the “Medical Related Product Procurement
Framework Agreement”) with GT-PRC on 23 November 2023, pursuant to which the Company and/or its
subsidiaries will purchase medical related products and ancillary logistics and warehousing services from
GT-PRC and/or its associates. The Medical Related Product Procurement Framework Agreement would
come into effect from 1 January 2024 until 31 December 2026 and may be renewed by mutual consent.
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The Company entered into the Medical Related Product Procurement Framework Agreement because
GT-PRC and its associates have abundant business resources and extensive experience in integrating and
introducing international advanced technology and major equipment, as well as rich hospital resources.
All import and export companies under GT-PRC are largescale state-owned enterprises engaged in the
importation of equipment and instruments in the PRC. In addition, pharmaceutical, medical consumable
and equipment manufacturing companies under GT-PRC are also leaders in their respective sectors.
With leveraging the advantage of centralized procurement of resources integration of each medical
platform of GT-PRC, the Group can effectively reduce the procurement cost of supply chain, unify the
management standard, guarantee the quality of procurement and supply, strengthen the centralized and
unified management of medical supply chain of pharmaceuticals and medical consumables, and promote
the centralized procurement and supply management across various segments under the management
of the Company to realize complementary advantages and achieve win-win cooperation. The Company
has maintained a long-term cooperative relationship with GT-PRC and its associates. Leveraging on such
cooperative relationship, the Company believes that continuing to procure products from GT-PRC and its
associates is more efficient and can better satisfy the Group’s need for providing customized services to
customers.

For the three years ending 31 December 2024, 2025 and 2026, the total amount for medical related
product procured from GT-PRC and/or its associates by the Group is not expected to exceed RMB266.0
million, RMB307.0 million and RMB328.0 million, respectively. The above proposed annual caps are based
on the following factors: (i) the historical transaction amounts for the procurement of pharmaceuticals,
medical consumables, equipment and devices by the Company from GT-PRC and its associates; (ii) the
development of the Group’s clinical department upgrade services to help hospitals in the PRC establish,
modernize and upgrade their clinical department capabilities in medical areas with high and growing
demand, and the Group’s growing supply chain business under hospital group business, all of which
will result in the Group’s growing demand for the procurement of medical equipment and devices
and medical consumables and medicine; (iii) the policy developments leading to an expanded scope of
centralized procurement, which may further result in an increase in the procurement business with GT-
PRC and/or its associates; (iv) the expected increase in the number of medical institutions within the
Group which may enter into collaborative relationship with GT-PRC and/or its associates; and (v) the
expected increase in the production or trade costs of relevant products with reference to the general
growth trend in healthcare industry.

Please refer to the Company’s announcements dated 10 November 2020 and 30 October 2023 for the
details of the 2021 Product Procurement Framework Agreement and the annual caps thereunder, and
the Company’s announcement 23 November 2023 relating to the Medical Related Product Procurement

Framework Agreement.
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Property Lease Framework Agreement

The Company and GT-PRC entered into a property lease framework agreement on 10 November 2020
(the “2021 Property Lease Framework Agreement”). For the year ended 31 December 2023, the actual
transaction amount did not exceed the annual cap under the 2021 Property Lease Framework Agreement.

To renew the 2021 Property Lease Framework Agreement, the Company entered into a property lease
framework agreement (the “Property Lease Framework Agreement”) with GT-PRC on 23 November
2023, pursuant to which the Company and/or its subsidiaries will lease properties from GT-PRC and/
or its associates for office and warehousing purposes and purchase miscellaneous property services
accordingly. The Property Lease Framework Agreement would come into effect from 1 January 2024 until
31 December 2026 and may be renewed by mutual consent.

The Company entered into the Property Lease Framework Agreement because it has been leasing certain
properties from GT-PRC and/or its associates for office and warehousing purposes and purchasing
miscellaneous property services accordingly. Compared to independent third parties, GT-PRC and its
associates (especially Genertec Real Estate Management Co., Ltd. GBARMEEMEERHIR A7),
a professional property management company affiliated to GT-PRC) have better understanding of the
Group's requirements for office and warehousing properties. In addition, relocating the Company's
warehouses to other premises would also incur unnecessary expenses.

For the three years ending 31 December 2024, 2025 and 2026, total annual rental payable by the
Group to GT-PRC and/or its associates is not expected to exceed RMB96.0 million, RMB17.0 million, and
RMB17.0 million, respectively, and for each of the three years ending 31 December 2024, 2025 and
2026, total amount payable by the Group to GT-PRC and/or its associates for miscellaneous property
services is not expected to exceed RMB14.0 million. The above proposed annual caps are based on the
following factors: (i) the total property area leased by the Group from GT-PRC and its associates as of the
date of the Property Lease Framework Agreement; (ii) the unit rental stipulated in separate property lease
agreements between the Group and GT-PRC or its associates, which is normally adjusted by GT-PRC and
its associates on an annual basis with reference to the prevailing market conditions; and (iii) the estimated
demand for office premises which may be leased from GT-PRC or its associates for daily operation of the
Group.

Please refer to the Company’s announcement dated 10 November 2020 relating to the 2021 Property

Lease Framework Agreement, and the Company’s announcement 23 November 2023 relating to the
Property Lease Framework Agreement.
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Medical Equipment Integrated Service Framework Agreement

The Company and GT-PRC entered into a medical equipment integrated service framework agreement on
10 November 2020 (the “2021 Medical Equipment Integrated Service Framework Agreement”). For the
year ended 31 December 2023, the actual transaction amount did not exceed the annual cap under the
2021 Medical Equipment Integrated Service Framework Agreement.

To renew the 2021 Medical Equipment Integrated Service Framework Agreement, the Company entered
into a medical equipment integrated service framework agreement (the “Medical Equipment Integrated
Service Framework Agreement”) with GT-PRC on 23 November 2023, pursuant to which the Company
and/or its subsidiaries will provide medical equipment maintenance and hosting services to GT-PRC and/or
its associates. The Medical Equipment Integrated Service Framework Agreement would come into effect
from 1 January 2024 until 31 December 2026 and may be renewed by mutual consent.

The Company is an integrated healthcare services provider offering a variety of solutions, including
maintenance and hosting services for medical equipment. In ordinary course of business of the Company,
GT-PRC and its associates would like to cooperate with the Company in medical equipment maintenance
and hosting from time to time, to reduce maintenance cost and maximize utilization rate of medical
equipment.

For the three years ending 31 December 2024, 2025 and 2026, the total amount of services for medical
equipment maintenance and hosting provided by the Group to GT-PRC and/or its associates is not
expected to exceed RMB200.0 million, RMB200.0 million and RMB200.0 million, respectively. The above
proposed annual caps are based on the following factors: (i) the expected future demand of GT-PRC and
its associates for equipment maintenance and hosting services based on the total quantity of equipment
they currently hold or are expected to hold, as well as a sufficient buffer to cater for any surge in
demand for such services. With the number of medical institutions within GT-PRC increasing year by year
(there are currently at least 300 medical institutions), the Company anticipates to expand the number of
customers within GT-PRC; (ii) the Company continues to expand its service scope pertaining to medical
equipment maintenance and hosting services, which will broaden the service scope that the Group is
able to provide to GT-PRC and its associates; and (iii) the estimated increase in the fees charged for these
services due to inflation and the expected increase in costs.

Please refer to the Company’s announcement dated 10 November 2020 relating to the 2021 Medical
Equipment Integrated Service Framework Agreement, and the Company’s announcement 23 November
2023 relating to the Medical Equipment Integrated Service Framework Agreement.

Construction Service Framework Agreement

The Company and GT-PRC entered into a construction service framework agreement on 10 November
2020 (the “2021 Construction Service Framework Agreement”). For the year ended 31 December 2023,
the actual transaction amount did not exceed the annual cap under the 2021 Construction Service
Framework Agreement.

Genertec Universal Medical Group Company Limited



DIRECTORS’ REPORT

To renew the 2021 Construction Service Framework Agreement, the Company entered into a construction
service framework agreement (the “Construction Service Framework Agreement”) with GT-PRC on
23 November 2023, pursuant to which, subject to the tender process adopted by the Company and/
or its subsidiaries from time to time and the results thereof, GT-PRC and/or its associates will provide
construction services to the Company and/or its subsidiaries. The Construction Service Framework
Agreement would come into effect from 1 January 2024 until 31 December 2026 and may be renewed
by mutual consent.

GT-PRC and/or its associates provide construction services in various cities in the PRC. The Company
expects that GT-PRC and/or its associates would participate in competitive tender process for the Group’s
construction works in the PRC as construction contractor from time to time, and subject to the results
and terms of the relevant tender, GT-PRC and/or its associates may provide construction services to the
Group. Taking into account their experience in construction works, the entering into the Construction
Service Framework Agreement would provide the Group with a more diverse base of contractors to
participate in the construction works of the Group, and if upon successful tender awarded to GT-PRC
and/or its associates, could assure the quality of the construction works of the Group up to standards,
effectively enhance the quality of construction services and management efficiency, and reduce costs and
management risks.

For the three years ending 31 December 2024, 2025 and 2026, the total contract amount under the
potential construction service agreement(s) to be entered into between the Group and GT-PRC and/
or its associates is not expected to exceed RMB260.0 million, RMB280.0 million and RMB220.0 million,
respectively. The above proposed annual caps are based on the following factors: (i) the estimated total
contract amount of potential new construction projects of the Group during the period commencing from
1 January 2024 and ending on 31 December 2026, with reference to the total investment amount of the
Group’s new construction projects for such period and the number of the Group’s expected construction
projects for such period; (ii) the estimated total contract amount of the Group’s construction projects for
which the Group expects GT-PRC or its associates would participate in competitive tender process from
time to time taking into account of the numbers and size of the potential new construction projects of
the Group; (iii) the estimated tender success rate for GT-PRC and/or its associates in the constructions
projects planned to be held by the Group during 2024 to 2026. Considering that there should be no less
than three bidders participating in the tender process of each project, which is required by the applicable
rules and regulation in the PRC and the internal control measures adopted by the Group, it is estimated
that the tender success rate of GT- PRC and/or its associates would be approximately 33.3%, assuming
each bidder participating in the tender with equal probability of winning; and (iv) the prevailing market
prices of construction materials and the labor costs in the year of 2023 with reference to the inflation
rate.

Please refer to the Company’s announcements dated 10 November 2020 and 1 March 2022 and the
circular dated 26 November 2020 for the details of the 2021 Construction Service Framework Agreement
and the annual caps thereunder, and the Company’s announcement 23 November 2023 relating to the
Construction Service Framework Agreement.
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Medical Supplies Sales Framework Agreement

On 23 November 2023, the Company entered into a medical supplies sales framework agreement (the
“Medical Supplies Sales Framework Agreement”) with GT-PRC, pursuant to which the Company and/or its
subsidiaries will provide medical related products and ancillary logistics and warehousing services to GT-
PRC and/or its associates. The Medical Supplies Sales Framework Agreement would come into effect from
1 January 2024 until 31 December 2026 and may be renewed by mutual consent.

The Group has abundant medical supplies resources and it has maintained a long-term cooperative
relationship with GT-PRC and its associates. The Company expects that GT-PRC and/or its associates
would procure medical supplies from the Group from time to time. In ordinary course of business of GT-
PRC and/or its associates, the Group could provide such products to them, leveraging the advantages
of geographical location and transportation convenience to provide such products, so as to efficiently
and conveniently meet the demand of GT-PRC and/or its associates (mainly medical institutions) for the
procurement of medical consumables, pharmaceuticals, medical equipment and devices, and to deepen
the synergies of resources among central state-owned enterprises.

For the three years ending 31 December 2024, 2025 and 2026, the total sales amount for digitalization-
based products and/or services provided by the Group to GT-PRC and/or its associates is not expected
to exceed RMB29.0 million, RMB35.0 million and RMB40.5 million, respectively. The above proposed
annual caps are based on the following factors: (i) the existing sales amount of medical consumables and
pharmaceuticals to GT-PRC and/or its associates, details of which has been disclosed in the Company’s
announcement dated 30 October 2023; (ii) the expected transaction amounts and demand for GT-PRC
and/or its associates in the future; and (iii) the Company continues to expand its service scope pertaining
to medical supplies, which will broaden the scope that the Group is able to provide to GT-PRC and its
associates.

Please refer to the Company’s announcement 23 November 2023 relating to the Medical Supplies Sales
Framework Agreement.

Catering Procurement Framework Agreement

On 23 November 2023, the Company entered into a catering procurement framework agreement (the
“Catering Procurement Framework Agreement”) with GT-PRC, pursuant to which GT-PRC and/or its
associates will provide catering services to the Company and/or its subsidiaries. The Catering Procurement
Framework Agreement would come into effect from 1 January 2024 until 31 December 2026 and may be
renewed by mutual consent.

As disclosed in the Company’s announcement dated 19 July 2023, the Company expects to relocate
certain of its office buildings to properties owned by GT-PRC, which provides ancillary catering services
to occupants. Compared with operating a separate canteen by the Group to its employees after the
relocation, procuring GT-PRC's catering services would be more convenient and cost-effective to the
Group.
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For the three years ending 31 December 2024, 2025 and 2026, the total amount for catering services
procurement from GT-PRC and/or its associates by the Group is not expected to exceed RMB20.0 million,
RMB23.0 million and RMB25.0 million, respectively. The above proposed annual caps are based on the
following factors: (i) the number of the Group’s employees who are expected to consume the catering
services from GT-PRC and/or its associates, the applicable price per meal in the canteen operated by GT-
PRC and/or its associates, and the expected increase in such number in the future; and (ii) the expected
increase in costs such as the increase in labor costs and raw material costs.

Please refer to the Company’s announcement 23 November 2023 relating to the Catering Procurement
Framework Agreement.

Physical Examination Service Framework Agreement

On 23 November 2023, the Company entered into a physical examination service framework agreement (the
“Physical Examination Service Framework Agreement”) with GT-PRC, pursuant to which the Company
and/or its subsidiaries will provide physical examination services to GT-PRC and/or its associates. The
Physical Examination Service Framework Agreement would come into effect from 1 January 2024 until 31
December 2026 and may be renewed by mutual consent.

The Company has acquired and is operating certain affiliated hospitals from GT-PRC. These hospitals are
expected to continue providing physical examinations to employees of the original promoters of these
hospitals, who are associates of GT-PRC. This continuation is anticipated due to the familiarity of both the
original promoters and their employees with the physical examination services provided by these hospitals.
In addition, the Group’s hospitals may provide physical examination services to group members of GT-PRC

from time to time.

For the three years ending 31 December 2024, 2025 and 2026, the total transaction amount of services
provided by the Group to o GT-PRC and/or its associates is not expected to exceed RMB29.0 million,
RMB34.0 million and RMB39.0 million, respectively. The above proposed annual caps are based on the
following factors: (i) the historical amount of physical examination services purchased by the original
promotors within the hospitals acquired from GT-PRC; and (ii) the estimated demand for physical
examination services of GT-PRC and/or its associates from these hospitals.

Please refer to the Company’s announcement 23 November 2023 relating to the Physical Examination

Service Framework Agreement.
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Discipline Development and Operation Service Framework Agreement

On 23 November 2023, the Company entered into a discipline development and operation service
framework agreement (the “Discipline Development and Operation Service Framework Agreement”) with
GT-PRC, pursuant to which the Company and/or its subsidiaries will provide discipline development and
operation services to GT-PRC and/or its associates. The Discipline Development and Operation Service
Framework Agreement would come into effect from 1 January 2024 until 31 December 2026 and may be
renewed by mutual consent.

The Company has abundant experience in healthcare industry. In ordinary course of operation of
medical institutions, GT-PRC and its associates would like to cooperate with the Company in discipline
development and operation from time to time, to better unleash the value of specialty disciplines.

For the three years ending 31 December 2024, 2025 and 2026, the total transaction amount of services
for discipline development and operation provided by the Group to GT-PRC and/or its associates is not
expected to exceed RMB30.0 million, RMB30.0 million and RMB30.0 million, respectively. The above
proposed annual caps are based on the following factors: (i) the scope of services and estimated incurred
value provided by the Company and/or its subsidiaries; and (i) the estimated demand for discipline
development and operation services of GT-PRC and/or its associates.

Please refer to the Company’s announcement 23 November 2023 relating to the Discipline Development
and Operation Service Framework Agreement.

Factoring Service Framework Agreement

On 23 November 2023, the Company entered into a factoring service framework agreement (the “Factoring
Service Framework Agreement”) with GT-PRC, pursuant to which the Company and/or its subsidiaries will
provide factoring services to GT-PRC and/or its associates. The Factoring Service Framework Agreement
would come into effect from 1 January 2024 until 31 December 2026, subject to the independent
Shareholders’ approval at the extraordinary general meeting, and may be renewed by mutual consent.

Certain members of the Group are principally engaged in providing commercial factoring service. It is
expected that the Group would provide commercial factoring service to GT-PRC and/or its associates in
the near future as the revenue generated from the factoring service can provide an additional source of
income for the Group. The demand for factoring service from GT-PRC and/or its associates represents
an opportunity for the Group to expand its commercial factoring business to a wider customer base
and achieve better economies of scale. The Group’s factoring service is beneficial to GT-PRC and/or its
associates as factoring services will provide them with immediate funding for working capital and business
development and help optimize their assets structure, increase capital efficiency. Furthermore, the Group
is able to provide factoring service to GT-PRC and/or its associates in a more convenient and efficient
manner as compared to other third parties because of our long-term business relationship.
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For each of the three years ending 31 December 2024, 2025 and 2026, the total factoring financing
amount is not expected to exceed RMB1.0 billion, and the total amount of factoring service charge and
handling charge is not expected to exceed RMB60.0 million. The above proposed annual caps are based
on the following factors: (i) the demand for commercial factoring services of GT-PRC and/or its associates
as estimated by the Group based on the information available to the Group, as well as a sufficient buffer
to cater for any surge in demand for factoring loans from GT-PRC and/or its associates; (i) the Group's
capacity to offer commercial factoring services, which has shown consistent growth in recent years; and (iii)
the market rate of interests and fees for factoring services.

Please refer to the Company’s announcement 23 November 2023 and circular dated 11 December 2023
relating to the Factoring Service Framework Agreement.

Deposit Service Framework Agreement

On 23 November 2023, the Company entered into a deposit service framework agreement (the “Deposit
Service Framework Agreement”) with GT-PRC, pursuant to which GT-PRC and/or its associates will provide
deposit services to the Company and/or its subsidiaries. The Deposit Service Framework Agreement would
come into effect from 1 January 2024 until 31 December 2026, subject to the independent Shareholders’
approval at the extraordinary general meeting, and may be renewed by mutual consent.

GT-PRC and its associates (especially GT-PRC Finance, a non-bank financial institution approved and
regulated by the PBOC and the NAFR) are dedicated to strengthen centralized management of corporate
group funds and increase utilization efficiency. GT-PRC Finance has been serving as a fund management
platform to help centralize management and more efficiently allocate funds for the Group, and has
acquired in-depth knowledge about the Company over the years and good understanding on the capital
structure, business operation, capital requirements and modes of cash flows of the Company. Considering
that GT-PRC is able to anticipate the Company’s business needs and provide customized services for the
Company, the Company expects to continue the existing business relationship with GT-PRC Finance and
may seek similar deposit service from other qualified members of GT-PRC based on the Group’s business
needs in the future. Moreover, entering into the Deposit Service Framework Agreement will not prevent
the Group from using financial services from independent commercial banks in China. The Group may still
select at its own discretion independent commercial banks in China to act as its financial service provider
as it deems fit and in the interest of the Group.

For each of the three years ending 31 December 2024, 2025 and 2026, the maximum daily deposit
balance (including accrued interest) of the Group placed with GT-PRC is not expected to exceed RMB1.6
billion. The above proposed maximum daily deposit balance (including accrued interest) is based on: (i)
the Group’s maximum daily deposit balance with GT-PRC Finance for the two years ended 31 December
2021 and 2022, and the nine months ended 30 September 2023; (ii) the increasing trend of the historical
revenue of the Group; (iii) the expected cash flows from the Group’s financing activities, including debt
financing; and (iv) the expected net increase in cash inflow to the Group in the following years, which is
likely to lead to an increase in the Group’s demand for deposit services from GT-PRC and/or its associates.
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Please refer to the Company’s announcement 23 November 2023 and circular dated 11 December 2023
relating to the Deposit Service Framework Agreement.

CONNECTED TRANSACTIONS

During the year ended 31 December 2023, the Group entered into certain connected transactions which
are subject to the requirements under Chapter 14A of the Listing Rules. The Company confirms that it
has complied with the disclosure requirements in accordance with Chapter 14A of the Listing Rules for
these connected transactions.

Formation of GT-GMMT

On 3 March 2023, GUHID, GT-PRC, Aerospace Medical & Healthcare Technology Group Co., Ltd. (fi <
BEEEBEREEBARAA) (“Aerospace Medical & Healthcare Technology”), GEM Flower Healthcare
Investment Holding Group Co., Ltd. (BEAEEERE BN ELEREREGRAF]) (“GEM Flower Healthcare”)
and Genertec Guozhong Healthcare Group Co., Ltd. (Bl RIE S E B R A 7)) ("Genertec Guozhong
Healthcare”) executed an agreement (the “Agreement”) to establish the GT-GMMT. Pursuant to the
Agreement, the registered capital of GT-GMMT will be RMB1 billion, among which, (i) GUHID would
contribute RMB50 million, (ii) GT-PRC would contribute RMB450 million, (iii) Aerospace Medical &
Healthcare Technology would contribute RMB300 million, (iv) GEM Flower Healthcare would contribute
RMB150 million and (v) Genertec Guozhong Healthcare would contribute RMB50 million. Upon the
establishment of GT-GMMT, its registered capital will be held by GUHID, GT-PRC, Aerospace Medical
& Healthcare Technology, GEM Flower Healthcare and Genertec Guozhong Healthcare as to 5%,
45%, 30%, 15% and 5%, respectively, and GT-GMMT would not be accounted as a subsidiary of the
Company.

As at the date of the Agreement, GT-PRC was the controlling shareholder holding approximately 38.89%
of the entire issued capital of the Company and was therefore a connected person of the Company.
Each of Aerospace Medical & Healthcare Technology, GEM Flower Healthcare and Genertec Guozhong
Healthcare, as a subsidiary of GT-PRC, was a connected person of the Company pursuant to the Listing
Rules. As such, the formation of GT-GMMT constituted a connected transaction of the Company under
Chapter 14A of the Listing Rules. Please refer to the announcement of the Company dated 3 March 2023
for further details.

Entering into the Lease Agreement |

On 30 May 2023, Zhongxing Hospital (as the lessee) entered into a lease agreement (the “Lease
Agreement ") with Xinxing Construction (as the lessor) to lease certain properties with a term of 20
years. Pursuant to the Lease Agreement |, Zhongxing Hospital was provided with a rental-free period for
two years. After the rental-free period, the preferential rental will be RMB442,600 for the third year. The
annual rental payable for the fourth year will be RMB1.05/day/m? (tax inclusive) and RMB1,582,900 in
aggregate for the year. Starting from the fourth year, the rental will be increased by 5% every three years
based on the previous year’s basis.
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As at the date of the Lease Agreement I, GT-PRC was the controlling shareholder holding approximately
38.89% of the entire issued capital of the Company. Xinxing Construction was a subsidiary of GT-PRC,
and therefore was a connected person of the Company pursuant to the Listing Rules. In accordance with
HKFRS 16, the Company would recognize right-of-use assets in its consolidated statement of financial
position in respect of the lease of properties under the Lease Agreement |. Accordingly, the transaction
under the Lease Agreement | would be regarded as an acquisition of assets by the Company from Xinxing
Construction and would constitute a one-off connected transaction for the Company under Chapter 14A
of the Listing Rules. Please refer to the announcement of the Company dated 30 May 2023 for further
details.

Entering into the Lease Agreement Il

On 19 July 2023, CULC (as the lessee) entered into a lease agreement (the “Lease Agreement II”) with
Genertec Asset Management Co., Ltd. CBARMEREEEIEFMRAF]) (“"GT-PRC Asset Management”)
(as the lessor) to lease certain properties for a term of three years from 1 January 2024 to 31 December
2026 with a rental of RMB3.82/day/m? (tax inclusive).

As at the date of the Lease Agreement Il, GT-PRC was the controlling shareholder holding approximately
38.89% of the entire issued capital of the Company. GT-PRC Asset Management was a wholly owned
subsidiary of GT-PRC, and therefore was a connected person of the Company pursuant to the Listing
Rules. In accordance with HKFRS 16, on 1 January 2024, the Company will recognize right-of-use assets
in its consolidated statement of financial position in respect of the lease of properties under the Lease
Agreement Il. Accordingly, the transaction under the Lease Agreement Il would be regarded as an
acquisition of assets by CULC from GT-PRC Asset Management and would constitute a one-off connected
transaction for the Company under Chapter 14A of the Listing Rules. Please refer to the announcement
of the Company dated 19 July 2023 for further details.

Acquisition of Hospitals

On 25 December 2023, Hospital Investment Co., Ltd. and GT-PRC Medicine Holding Co., Ltd. (@A 1T &
B 5 BT BR A F]) ("GT-MH") entered into a transfer agreement (the “Transfer Agreement”), pursuant
to which Hospital Investment Co., Ltd. agreed to acquire, and GT-MH agreed to sell the total assets and
liabilities of Beijing Xincai Hospital (At ¥+ EF%), Luoyang Hechai Hospital (&F5A4€EFT) and No.408
Hospital (MO \%x), and the 100% equity interests of Chongging Dadukou Changzheng Hospital Co.,
Ltd. (BB XE AR ER AR AQF), Luoyang Yikangyuan Elderly Care Co., Ltd. (R MEFEEEFEERS
FR /A &]) and Beijing Guotong Huankang Hospital Management Co., Ltd. Jt REBIREEREE AR A F)
for a consideration of RMB116.56 million. Upon the completion of such acquisition, the financial results
of the relevant hospitals would be consolidated into the financial statements of the Group.

As at the date of the announcement in relation to the above acquisition, GT-PRC was a controlling
shareholder holding approximately 39.38% of the entire issued capital of the Company. GT-MH was a
subsidiary of GT-PRC, and therefore a connected person of the Company pursuant to the Listing Rules. As
such, the above acquisition constituted a connected transaction of the Company under Chapter 14A of
the Listing Rules. Please refer to the announcement of the Company dated 26 December 2023 for further
details.
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Formation of a Fund

On 31 December 2023, CULC entered into a partnership agreement (the “Partnership Agreement”) with
GT-PRC, GT-PRC's three associates and another three state-owned entities in respect of, among other
things, the formation of a fund (the “Fund”) for investment in life and health industry. Pursuant to the
Partnership Agreement, the total capital commitment to the Fund is RMB2 billion, among which, the
total amount of capital to be contributed by CULC is RMB50 million, being 2.50% of the total capital
commitment to the Fund. The general manager of the Fund is Genertec Venture Capital Co., Ltd. (B
TRl ZERXEBR A7), a wholly-owned subsidiary of GT-PRC.

As at the date of the above transaction, GT-PRC was a controlling shareholder holding approximately
39.38% of the entire issued capital of the Company, and therefore GT-PRC and its associates are
connected persons of the Company pursuant to the Listing Rules. As such, the above transaction
constituted a connected transaction of the Company under Chapter 14A of the Listing Rules. Please refer
to the announcement of the Company dated 2 January 2024 for further details.

RELATED PARTY TRANSACTIONS

During the year ended 31 December 2023, certain related parties entered into transactions with the
Group which are disclosed in Note 38 “Related Party Transactions” to the consolidated financial
statements of the Company. Save as disclosed in the sections headed “Continuing Connected
Transactions” and “Connected Transactions”, the Board confirmed that none of these related party
transactions constitutes a connected transaction or a continuing connected transaction that is subject to
disclosure requirements under chapter 14A of the Listing Rules.

CONFIRMATION OF INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant to Rule 14A.55 of the Listing Rules, the continuing connected transactions disclosed in the
section headed “Continuing Connected Transactions” have been reviewed by the independent non-
executive Directors, who confirmed that the aforesaid continuing connected transactions were entered
into:

(@) in the ordinary and usual course of business of the Group;

(b) on normal commercial terms or better; and

(¢) in accordance with the relevant agreements governing them on terms that are fair and reasonable
and in the interests of the Shareholders as a whole.
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CONFIRMATION OF THE AUDITORS

Ernst & Young, the auditors of the Company, has been engaged to report on the connected transactions
of the Company disclosed in accordance with Hong Kong Standard on Assurance Engagements 3000
(Revised) Assurance Engagements Other Than Audits or Reviews of Historical Financial Information and
with reference to Practice Note 740 Auditor’s Letter on Continuing Connected Transactions under the
Hong Kong Listing Rules issued by the Hong Kong Institute of Certified Public Accountants. The Board
has received an unqualified letter from Ernst & Young in accordance with Rule 14A.56 of the Listing Rules
containing its findings and conclusion on the aforesaid continuing connected transactions of the Group,
stating that Ernst & Young has not noticed anything that causes it to believe that any of these continuing
connected transactions:

(@) has not been approved by the Board;

(b) was not, in all material respects, in accordance with the pricing policies of the Group for the
connected transactions involving the provision of goods or services by the Group;

() was not entered into in accordance with the relevant agreements governing such continuing
connected transactions in all material aspects; and

(d) has exceeded the relevant annual caps for the financial year ended 31 December 2023.

AUDIT COMMITTEE

During the year, the Company had complied with Rule 3.21 of the Listing Rules, and it comprised three
members, including Mr. Li Yinquan (chairman), Mr. Chow Siu Lui and Mr. Tong Chaoyin, among whom,
Mr. Li Yinquan and Mr. Chow Siu Lui are independent non-executive Directors (including one independent
non-executive director who possesses appropriate professional qualifications or expertise in accounting or
relevant financial management).

The Audit Committee had discussed with the management and reviewed this annual report and the
financial results of the Group for the year ended 31 December 2023.

The consolidated financial statements of the Company which are prepared in accordance with Hong

Kong Financial Reporting Standards for the year ended 31 December 2023 have been audited by Ernst &
Young, the auditors of the Company.

DONATIONS

During the year ended 31 December 2023, the Group made charitable donations in the amount of
RMB6.0 million.
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AUDITORS

The Company re-appointed Ernst & Young as its auditors in 2023. The Company has not changed the
appointment of its auditors in the past three years. The proposals of re-appointing Ernst & Young as the
Company's auditors will be put forward at the Company’s 2024 AGM for consideration and approval of
the Shareholders.

COMPLIANCE WITH LAWS AND REGULATIONS

For the year ended 31 December 2023, the Group is in compliance with the relevant laws and regulations
that have a significant impact on the Group in all material respects.

THE PUBLICATION OF THE ANNUAL REPORT

This annual report, in both English and Chinese versions, is available on the Company’s website at
www.umcare.cn and the website of the Stock Exchange at www.hkexnews.hk.

Shareholders who have chosen or have been deemed consent to receive the corporate communications of
the Company via the Company’s website, and who for any reason have difficulty in receiving or gaining
access to the corporate communications posted on the Company’s website will promptly upon request be
sent the annual report in printed form free of charge. Shareholders may at any time change their choice
of the means of receipt and language(s) of corporate communications.

Shareholders may request for printed copy of the annual report or change their choice of means of
receipt and language of the corporate communications by sending at least a 7-day notice in writing
to the Company’s share registrar, Computershare Hong Kong Investor Services Limited, at 17M
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong or by sending an email to
unimedical.ecom@computershare.com.hk.

On behalf of the Board

Peng Jiahong
Chairwoman of the Board

Hong Kong
18 April 2024
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INDEPENDENT AUDITOR’S REPORT

To the members of Genertec Universal Medical Group Company Limited
(Incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of Genertec Universal Medical Group Company
Limited (the “Company”) and its subsidiaries (the “Group”) set out on pages 132 to 304, which comprise
the consolidated statement of financial position as at 31 December 2023, and the consolidated statement
of profit or loss, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 December 2023, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA"”) and have been
properly prepared in compliance with the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs"”) issued by the
HKICPA. Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results of our audit procedures, including
the procedures performed to address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.
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KEY AUDIT MATTER

Allowance for impairment of loans
and accounts receivables

Asat 31 December 2023, the Group’s loans and accounts
receivables consisted of lease receivables, receivables
arising from sale-and-leaseback arrangements,
factoring receivables, accounts receivable and notes
receivable, and accounted for 84% of the Group's total
assets. The assessment of impairment of such loans
and accounts receivables in our audit was considered
to be a matter of most significance as it required
the application of judgement and use of subjective

assumptions by management.

HKFRS 9 requires the use of the "expected credit loss"
("ECL") model for the measurement of impairment of
financial assets. In order to measure the impairment
of loans and accounts receivables under HKFRS 9,
management should use judgement, assumptions
and estimation techniques in aspects such as judging
significant increases in credit risk, estimating the
parameters for measuring ECLs and determining the
forward-looking adjustments.

The related disclosures are included in notes 2.4, 3,
20 and 43 to the consolidated financial statements.

Genertec Universal Medical Group Company Limited

HOW OUR AUDIT ADDRESSED
THE KEY AUDIT MATTER

We gained an understanding of and tested the key
controls over the approval and recording of loans
and accounts receivables and impairment assessment.

We adopted a risk-based sampling approach in
our tests of the allowance for impairment of loans
and accounts receivables. We selected samples of
performing loans considering the size, risk factors and
industry trends for our tests on the reasonableness
of loan grading and measurement of impairment.

We assessed management’'s forecast of future
repayments and current financial conditions of the
lessees in relation to non-performing assets, based on
historical experience, value of collateral and observable
external data. We evaluated the methodologies,
inputs and assumptions used by the Group in the
calculation of the expected credit losses.

We assessed the adequacy of the disclosures about
the allowance for impairment of loans and accounts
receivables included in the consolidated financial
statements.



INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises
the information included in the Annual Report, other than the consolidated financial statements and our
auditor’s report thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for
overseeing the Group’s financial reporting process.

2023 Annual Report
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INDEPENDENT AUDITOR’S REPORT

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Our report is made solely to you, as a body, in accordance with section 405 of
the Hong Kong Companies Ordinance, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these consolidated financial statements.

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

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

involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

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

° Evaluate the overall presentation, structure and content of the consolidated financial statements,

including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

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

We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, actions taken to
eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Benny Bing Yin Cheung.

Ernst & Young

Certified Public Accountants
Hong Kong

27 March 2024
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2023

2023

RMB’000

2022
RMB'000
(restated)

REVENUE 5 13,650,203 12,073,172
Cost of sales (9,078,344) (7,578,878)
Gross profit 4,571,859 4,494,294
Other income and gains 5 620,371 444,882
Selling and distribution costs (397,168) (441,603)
Administrative expenses (1,168,436) (913,997)
Impairment losses on financial assets, net (192,099) (307,139)
Loss on derecognition of financial assets measured at

amortised cost (1,624) (1,154)
Other expenses (534,016) (549,826)
Finance costs (39,054) (35,645)
Share of profits and losses of:

A joint venture 13,449 13,450

Associates (7,069) 12
PROFIT BEFORE TAX 6 2,866,213 2,703,274
Income tax expense 9 (667,141) (617,326)
PROFIT FOR THE YEAR 2,199,072 2,085,948
Attributable to:

Owners of the parent 2,020,918 1,888,417

Non-controlling interests 88,735 126,128

Other equity instruments 89,419 71,403

2,199,072 2,085,948

EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE PARENT 11
Basic (expressed in RMB per share) 1.07 1.00
Diluted (expressed in RMB per share) 0.99 0.93

Genertec Universal Medical Group Company Limited



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2023

2023 2022

RMB’000 RMB’000
(restated)

PROFIT FOR THE YEAR 2,199,072 2,085,948

OTHER COMPREHENSIVE INCOME/(LOSS)

Other comprehensive income/(loss) that may be
reclassified to profit or loss in subsequent periods:
Cash flow hedges:
Effective portion of changes in fair value of hedging

instruments arising during the year 18 28,631 417,262

Reclassification adjustments for losses/(gains) included
in the consolidated statement of profit or loss 445,861 (973,972)
Income tax effect (86,388) 105,134
388,104 (451,576)

Exchange differences on translation of foreign
operations 742 5,092

Net other comprehensive income/(loss) that may be
reclassified to profit or loss in subsequent periods 388,846 (446,484)

Other comprehensive (loss)/income that will not be
reclassified to profit or loss in subsequent periods:
Actuarial (losses)/gains on the post-retirement benefit
obligations, net of tax 29 (194) 1,371

Net other comprehensive (loss)/income that will not be
reclassified to profit or loss in subsequent periods (194) 1,371

OTHER COMPREHENSIVE INCOME/(LOSS) FOR
THE YEAR, NET OF TAX 388,652 (445,113)

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,587,724 1,640,835

Attributable to:

Owners of the parent 2,409,665 1,442,634
Non-controlling interests 88,640 126,798
Other equity instruments 89,419 71,403

2,587,724 1,640,835
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2023

NON-CURRENT ASSETS

31 December
2023

RMB’000

31 December
2022
RMB’000
(restated)

1 January

2022
RMB’000
(restated)

Property, plant and equipment 12 4,391,417 3,820,299 2,539,460
Right-of-use assets 13(a) 1,161,459 1,154,794 794,916
Goodwill 14 286,538 102,253 102,253
Investment in a joint venture 15 496,472 486,195 476,015
Investments in associates 16 107,123 28,769 4,284
Financial assets at fair value through

profit or loss 17 171,279 245,987 366,470
Derivative financial instruments 18 - 100,544 6,915
Loans and accounts receivables 20 41,543,421 41,404,185 39,518,628
Prepayments, other receivables

and other assets 21 625,652 654,962 507,510
Deferred tax assets 28 702,163 742,551 561,193
Equity investments designated at fair value

through other comprehensive income 2,778 - -
Other intangible assets 161,266 79,173 46,183
Total non-current assets 49,649,568 48,819,712 44,923,827
CURRENT ASSETS
Inventories 19 431,141 388,052 272,278
Loans and accounts receivables 20 25,718,469 23,478,653 21,049,339
Prepayments, other receivables

and other assets 21 684,874 678,656 369,064
Derivative financial instruments 18 263,970 131,610 -
Restricted deposits 22 690,972 778,303 954,862
Cash and cash equivalents 22 2,848,973 2,705,342 2,396,338
Financial assets at fair value through

profit or loss 17 45,362 - -
Debt investments at fair value through other

comprehensive income 23 11,415 - -
Total current assets 30,695,176 28,160,616 25,041,881

Genertec Universal Medical Group Company Limited



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2023

31 December = 31 December 1 January

CURRENT LIABILITIES

2023

RMB’000

2022
RMB’'000
(restated)

2022
RMB’000
(restated)

Trade and bills payables 24 2,988,673 2,294,424 1,140,380
Other payables and accruals 25 4,400,914 3,243,531 2,448,680
Interest-bearing bank and other borrowings 26 22,537,605 20,802,790 14,745,821
Derivative financial instruments 18 26,608 37,494 346,569
Tax payable 119,641 84,097 109,608
Total current liabilities 30,073,441 26,462,336 18,791,058
NET CURRENT ASSETS 621,735 1,698,280 6,250,823
TOTAL ASSETS LESS CURRENT LIABILITIES 50,271,303 50,517,992 51,174,650
NON-CURRENT LIABILITIES

Derivative financial instruments 18 - 83,308 207,648
Other payables and accruals 25 4,481,851 4,324,302 3,655,649
Interest-bearing bank and other borrowings 26 24,092,476 25,125,611 28,544,061
Convertible bonds — host debts 27 1,019,519 982,982 882,689
Other non-current liabilities 35 309,499 280,968 257,200
Total non-current liabilities 29,903,345 30,797,171 33,547,247
Net assets 20,367,958 19,720,821 17,627,403
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2023

31 December 31 December 1 January
2023 2022 2022

RMB’000 RMB’000 RMB’000
(restated) (restated)

EQUITY
Equity attributable to the owners
of the parent

Share capital 30 5,297,254 5,297,254 5,297,254
Equity component of convertible bonds 27 75,486 75,486 75,486
Reserves 31 10,305,001 8,607,642 7,730,056

15,677,741 13,980,382 13,102,796

Other equity instruments 40 1,672,433 1,660,414 1,661,840
Non-controlling interests 3,017,784 4,080,025 2,862,767
Total equity 20,367,958 19,720,821 17,627,403
Peng Jiahong Wang Wenbing
Director Director

1 3 6 Genertec Universal Medical Group Company Limited



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2023
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2023
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Year ended 31 December 2023

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2023

Share capital
RMB000
(Note 30)

At 31 Deember 2021
Adjustment for business
combination under

common control -

5,297,254

Equity
component
of comvertble
bonds
RVBI000
(Note 27)

75,486

(aptal
Teserve*
RMB1000
(Note 31)

Statutory
Teseve*
RVB000
(Note 31)

27,078 1,059,986

5491 f

Equity atinbutable to the ownersof the parent

Sharedised
COMpensaon
w*
RVB'000
(Note 31)

11,5%

General and
requlatory
Tesenves*
RVB'000
(Note 31)

757,880

Post-
refirement
benefit
resenve®
RVB000

Bxchange
fluctuation

resenve®
RVB'000
(Note 31)

Hedge
resenve®
RVB'000

27616 (34578)

Retained
profts*
RMBI000

Total
RMBI000

(6,685)

(1,193)

Non-
controling
Interests
RMB'000

Totdl

equiy
RMBI000

Other equity
nstruments
RVB'000
(Note 40)

(5,709) 5,887,380 13,103,989 1,661,840 2,857,426 17,623,255

-5 4

At 1 January 2022

(restated) 5,297 254

75,486

32,569 1,059,987

11,5%

157,880

7616 (34578)

(5709) 5,880,695 13,102,796 1,661,840 2,862,767 17,627 403

Profi forthe year
(restateq) -
Other comprehensive
income/oss)for
the year
Cash flow hedles,
net of tax -
Exchange diferences
on trandlaton of
foreign operations
Actuarial gains on the
post- retirement
benefit obligations,
net of ta -

(451,576) =

509 = =

1888417 1,888,417

- (451576)

-5

= 101

11403 126128 2,085,948

(451,576)

509

= 60 13N

Totl comprefensive
income for the year
(rstateq) -

Isue of enewable

corporate bonds -
Redemption of

renewable corporate

bonds -
Acquiston of

Subsicaries -
Acquisiton of non-

controling inteests =
Business combination

under common

control -
Distrbution paid to

folders of renewable

corporate bonds -
Dividends -
Recognition of eqity-

setfled share-based

naymens -
Appropriation of

statutory resenve -
Appropriation of general

and requlatory resenve -

- 193,567

49819

=

5092 (451,576) 101

1,888,417 1,442,634

(578512)  (578512)

= 44
193,567) =
(49.829) -

11403 126,798 1,640,835

480,000 - 480,000

(480,000) - (480,000)
- 1090280 1,090,280

- B

- 00 152%

(72829 - (89
- (195 (580477)

At 31 Decerber 2022

(restated) 5,297.254

75,486

45591 1,253,554

12,038

807,709

30,708 (486,154)

(5,008) 6,947,204 13,980,382 1,660414 4,080,025 19,720,811
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2023

CASH FLOWS FROM OPERATING ACTIVITIES

2023

RMB’000

2022
RMB’000
(restated)

Profit before tax 2,866,213 2,703,274
Adjustments for:
Finance costs and interest expense 2,353,562 2,034,271
Interest income (49,741) (44,567)
Share of profits and losses of a joint venture and
associates (6,380) (13,462)
Derivative financial instruments — transactions not
qualifying as hedges:
— Unrealised fair value gains, net (97,379) (6,389)
— Realised fair value gains, net (165,902) (122,176)
Depreciation of property, plant and equipment 434,632 360,937
Depreciation of right-of-use assets 46,580 56,676
Loss on disposal of property, plant and equipment,
net 333 5,737
Gain on disposal of intangible assets, net (10,584) -
Loss on disposal of right-of-use assets, net 358 -
Amortisation of intangible assets 27,453 24,436
Impairment of loans and accounts receivables and
other receivables 192,099 307,139
Equity-settled share-based compensation expense 1,059 442
Foreign exchange losses, net 507,345 533,962
Interest income from continuing involvement in
transferred assets (34,388) (29,595)
Gain on unlisted debt investments, at fair value (25,561) (12,810)
Fair value (gains)/losses from financial assets at fair
value through profit or loss (475) 483
Gain on bargain purchase - (950)
Special reserve — safety fund appropriation 124 -
Impairment of property, plant and equipment 35 -
Impairment of inventories 1,697 -
6,041,080 5,797,408
Decrease/(increase) in inventories 47,571 (56,223)
Increase in loans and accounts receivables (2,455,782) (4,519,646)
Increase in debt investments at fair value through other
comprehensive income (11,077) -
Decrease/(increase) in prepayments, other receivables
and other assets 34,654 (211,862)
Increase in amounts due from related parties (3,992) (11,955)
Increase in trade and bills payables 557,172 639,626
Increase in other payables and accruals 1,337,502 1,006,111
Increase in amounts due to related parties 91,233 25,409
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2023

2023 2022

RMB’000 RMB’000
(restated)

Net cash flows from operating activities before interest

and tax 5,638,361 2,668,868
Interest received 82,929 68,984
Income tax paid (727,325) (705,784)
Net cash flows from operating activities 4,993,965 2,032,068

CASH FLOWS FROM INVESTING ACTIVITIES
Realised gains/(losses) on derivative financial instruments

not qualifying as hedges 165,902 (112,828)
Realised gains on financial assets at fair value through
profit or loss 15,481 12,810

Cash paid for acquisition of property, plant and
equipment, intangible assets and other long term

assets (896,833) (617,870)
Proceeds from disposal of items of property, plant and

equipment 66 271
Acquisition of subsidiaries (292,988) 436,727
Business combination under common control (116,562) -
Dividends received from an associate 5 98
Dividends received from a joint venture - 3,270
Decrease in time deposits 150,000 23,000
Other receipt of investments 5,110 37,695
Purchase of financial assets at fair value through profit

or loss (264,000) -
Proceeds from disposal of financial assets at fair value

through profit or loss 254,822 120,000
Purchase of shareholding for associates (80,000) (24,571)
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2023

2023 2022
RMB’000 RMB’000
(restated)
Net cash flows used in investing activities (1,058,997) (121,398)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of renewable corporate bonds 1,645,647 480,000
Capital injections from non-controlling shareholders 10,779 2,200
Redemption of renewable corporate bonds (1,650,000) (480,000)
Increase in amounts due to related parties 2,745,975 2,440,069
Decrease in amounts due to related parties (2,597,516) (853,530)
Acquisition of non-controlling interests (1,180,042) (88)
Cash received from borrowings 42,981,740 30,555,791
Repayments of borrowings (42,067,861) (30,201,823)
Principal portion of lease payments (716,796) (1,127,872)
Interest paid (2,315,037) (1,980,460)
(Increase)/decrease in restricted deposits (53,987) 161,599
Dividends paid (591,999) (580,461)
Other cash receipts relating to financing activities 599,326 530,820
Other cash payments relating to financing activities (603,865) (522,663)
Net cash flows used in financing activities (3,793,636) (1,576,418)
NET INCREASE IN CASH AND CASH EQUIVALENTS 141,332 334,252
Cash and cash equivalents at beginning of year 2,705,342 2,396,338
Effect of exchange rate changes on cash and cash
equivalents 2,299 (25,248)
CASH AND CASH EQUIVALENTS AT END OF YEAR 2,848,973 2,705,342
ANALYSIS OF CASH AND CASH EQUIVALENTS
Cash and bank balances 3,539,945 3,333,645
Less: Restricted deposits (690,972) (628,303)
Cash and cash equivalents as stated in the
statement of financial position 22 2,848,973 2,705,342
Cash and cash equivalents as stated in the
statement of cash flows 2,848,973 2,705,342
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

1. CORPORATE AND GROUP INFORMATION

Genertec Universal Medical Group Company Limited (the "Company") is a limited liability company which
was incorporated in Hong Kong on 19 April 2012. Pursuant to the special resolutions of shareholders
dated 6 February 2015 and 10 June 2015, respectively, the Company changed its name from Universal
International Leasing Co., Limited to Universal Medical Services & Health Management Company Limited
and then to Universal Medical Financial & Technical Advisory Services Company Limited. Pursuant to the
special resolution of shareholders dated 5 June 2018, the Company changed its name from Universal
Medical Financial & Technical Advisory Services Company Limited to Genertec Universal Medical Group
Company Limited. The registered office of the Company is located at Room 702, Fairmont House, 8
Cotton Tree Drive, Central, Hong Kong. The Company’s shares have been listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) since 8 July 2015.

The Company and its subsidiaries (the "Group") are principally engaged in providing financing to its
customers under finance lease arrangements, the provision of advisory services, the sale of medical
equipment and goods, medical equipment leases under operating lease arrangements, the hospital
and healthcare management business, the provision of medical services, life cycle management of
equipment assets and the provision of other services as approved by the Ministry of Commerce of the
People’s Republic of China (the "PRC") in the Chinese Mainland.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

Place of Percentage of equity
incorporation/ Issued ordinary share/  interests attributable

registration and registered capital/ to the Company
Company name business start-up capital Direct  Indirect  Principal activities

hERREERRAD PRC/Chinese Mainland USD 968,887,616 100.00 - Financial leasing
(China Universal Leasing Co., Ltd.)

BRRRERMERE (R2) BRAR PRC/Chinese Mainland USD 150,000,000 2500 7500  Financial leasing
(Genertec Universal International Financial Leasing
(Tianjin) Co,, Ltd.)

BRRRERRERY (02) ARAR PRC/Chinese Mainland RMB 190,000,000 - 100.00  Medical technology
(Genertec Universal Medical Technology Services services
(Tianjin) Co,, Ltd.)

BRERERER (ABAERES) ARAT British virgin islands UsD1 10000 - Provision of financing

(Genertec Universal Medical Development (BVI)
Co., Ltd)
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

1. CORPORATE AND GROUP INFORMATION (CONTINUED)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Place of
incorporation/

Percentage of equity
interests attributable
to the Company

Issued ordinary share/
registered capital/

registration and

Company name

RRRRBRREER (R2) AR
(Genertec Universal Hospital Investment &
Management (Tianjin) Co., Ltd.)

BRNARERE (K2) BRAR *
(Universal Yuegu Medical Technology
(Tianjin) Co,, Ltd.)

BRBRERBRNS (KF) BRAR
(Genertec Universal Mevion Medical Science and
Technology (Tianjin) Co., Ltd.)

HRHERENREHARAR
(Casstar Medical Technology Wuxi Co., Ltd.)

BRERHR (hR) ARAF
(Puyuan Medical Technology Co., Ltd)

FERERRERERARA D
(Xi'an Ronghui Hospital Construction
Management Co., Ltd.)

RAZIREARAF

(Shaanxi Huahong Pharmaceutical Co., Ltd.)

RARR B ERARA T
(Anhui Huankang Hospital Management Co., Ltd.)

AR AIGRE R+
(Hefei Anhua Trauma Rehabilitation Hospital)

BB RR AR
(Yantai Harbour Hospital Co., Ltd.)

BRERERERLER (K%) BRARN
(Genertec Universal Healthcare Industry
Development (Tianjin) Co., Ltd.)

business

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

start-up capital

RMB 5,000,000,000

RMB 150,000,000

RMB 50,000,000

RMB 17,543,800

RMB 30,000,000

RIMB 400,000,000

RMB 100,000,000

RMB 50,000,000

RMB 24,850,000

RWMB 600,000,000

RMB 5,000,000,000

Direct

100.00

Indirect

100.00

100.00

51.00

85.00

100.00

100.00

98.00

100.00

100.00

65.00

Principal activities

Hospital management
Services

Medical technology
services

Medical technology
services

Medical technology
services

Medical technology
services

Hospital construction and
management services
Sale of medical related

goods

Hospital management
Services

Medical services

Medical services

Hospital management
services
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Company name

BRRR (R2) EREBARAF
(Genertec Universal (Tianjin) Hospital Group
Co., Ltd)

BARREE (A%) ARAF
(Genertec Universal Medical (Xi'an) Co., Ltd.)

BRERENER (BR) ARAT ()
(Genertec Universal Xi‘an Aero-Engine Hospital
(Xi'an) Co., Ltd.)

BRGNERERER AR
(Genertec Ansteel Hospital Management Co., Ltd.)

BRBRVAL (A1) BRERERAF
(Genertec Universal Caihong (Xianyang)
Hospital Management Co., Ltd.)

BRRIE (B%) BRERARAT
(Genertec Universal CREC (Xi'an) Hospital
Management Co., Ltd.)

BRTE (kR) BREBERAR
(Genertec CREC (Beijing) Hospital Management
Co., Ltd)

BRRREERNHN (Fa) ARAF
(Genertec Universal Medical Technology Advisory
(Yantai) Co., Ltd.)

BRBREENR (88) ARAR
(Genertec Universal Medical Science and
Technology (Hainan) Co., Ltd.)

RRRRERLARREXARAD
(Genertec Universal Huayang Shanxi
Healthcare Industry Co., Ltd.)

Place of
incorporation/

registration and
business

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

PRC/Chinese Mainland

Genertec Universal Medical Group Company Limited

Issued ordinary share/

registered capital/
start-up capital

RMB 2,600,000,000

RMB 1,000,000,000

RIMB 400,000,000

RIMB 980,830,000

RWB 380,000,000

RMB 200,000,000

RWB 200,000,000

RMB 1,000,000

RMB 10,000,000

RMB 1,380,000,000

Percentage of equity
interests attributable
to the Company

Direct  Indirect

- 100.00

= 63.00

- 100.00

= 52.63

= 51.00

= 51.00

= 65.00

- 100.00

= 51.00

Principal activities

Hospital management
Services

Hospital management
services

Medical services

Hospital management
services

Hospital management

Services

Hospital management
Services

Hospital management
services

Medical consutting

Medical consulting

Hospital management
services



NOTES TO FINANCIAL STATEMENTS

31 December 2023

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Company name

Place of
incorporation/

registration and
business

Issued ordinary share/

registered capital/
start-up capital

Percentage of equity
interests attributable
to the Company

Direct Indirect

1. CORPORATE AND GROUP INFORMATION (CONTINUED)

Principal activities

RBERR R e RARAR PRC/Chinese Mainland RMB 11,000,000 - 8151 Medical services
(Chengdu Genertec Jindian Hospital
Management Co., Ltd.)

BRRRET (BZ) BRERARLA PRC/Chinese Mainland RMB 38,775,700 - 5100 Hospital management
(Genertec Universal NORINCO (Xi'an) Hospital services
Management Co., Ltd.)

RARRE (08) BRERARDR PRC/Chinese Mainland RMB 50,897,300 - 7000 Hospital management
(Genertec Universal Chinacoal (Handan) Hospital services
Management Co., Ltd.)

BRRR (B%) RRERERARLR PRC/Chinese Mainland RMB 274,920,300 - 7275 Hospital management
(Genertec Universal (Xi'an) Health Hospital Services
Management Co., Ltd.)

BUNERBREBAR AT PRC/Chinese Mainland RMB 345,917,100 - 5100 Hospital management
(Liangshanzhou Huankang Hospital services
Management Co., Ltd.)

IRERER ERERAT PRC/Chinese Mainland RMB 3,903,300 - 60.00 Hospital management
(Beijing Huankang Hospital Management Co., Ltd.) services

RRIEERER (kR) BRAT PRC/Chinese Mainland RMB 1,393,484,200 - 10000  Hospital management
(Genertec Minmetals Hospital Management services
(Beijing) Co., Ltd.)

IRERPRERERERAT PRC/Chinese Mainland RMB 10,000,000 - 6600 Hospital management
(Beijing Huankang Zhongxing Hospital services
Management Co., Ltd.)

IRER REREBERAT PRC/Chinese Mainland RMB 1,000,000 - 10000  Hospital management
(Beijing Guotong Huankang Hospital services
Management Co., Ltd.)

AESERR PRC/Chinese Mainland RMB 99,215,200 = 63.00  Medical services
(Xi'an XD Group Hospital)

GRERN AR PRC/Chinese Mainland RMB 507,177,100 - 5115 Medical services

(Ansteel Group Hospital)
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

1.

CORPORATE AND GROUP INFORMATION (CONTINUED)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Company name

BRBRTERLRRR
(Genertec Universal CREC Xi'an Hospital)

RGRAL B
(Xianyang Caihong Hospital)

Basz (28) BREALARER
(Yangquan Coal Industry (Group) General Hospital)

BRRRP TN+
(Genertec Universal CREC Pizhou Hospital)

BRRREIEZER
(Genertec Universal NORINCO Xi'an Hospital)

BRRRAZ L RER
(Genertec Universal Xi‘an Beihuan Hospital)

ZmEER
(Pangang Group Xichang Hospital)

BRR R RENERE S Bl
(Genertec Universal Beijing Dongli Hospital of
Traditional Chinese and Western Medicine)

R
(Shanghai MCC Hospital)

BRILTRER
(Ma'anshan MCC17 Hospital)

BER RBRERAA
(Haiyang Senzhikang Hospital Co., Ltd.)

1R (KH) BRERARAA
(Beth Hesda (Chengdu) Nephrology Hospital

Co,. Ltd)

PR ER R ERRR AR R R+
(Beijing Zhongxing Hospital)

Place of

incorporation/ Issued ordinary share/
registration and registered capital/
business start-up capital
PRC/Chinese Mainland RMB 86,420,000
PRC/Chinese Mainland RMB 181,942,100
PRC/Chinese Mainland RMB 176,850,000
PRC/Chinese Mainland RMB 73,290,000
PRC/Chinese Mainland RMB 38,775,700
PRC/Chinese Mainland RMB 10,000,000
PRC/Chinese Mainland RMB 133,180,000
PRC/Chinese Mainland RMB 3,500,000
PRC/Chinese Mainland RMB 45,880,000
PRC/Chinese Mainland RMB 50,000,000
PRC/Chinese Mainland RMB 10,000,000
PRC/Chinese Mainland RMB 60,000,000
PRC/Chinese Mainland RMB 8,520,000

Genertec Universal Medical Group Company Limited

Percentage of equity
interests attributable
to the Company

Direct  Indirect

= 51.00

= 52.63

= 51.00

= 51.00

= 51.00

= 72.15

= 51.00

= 60.00

- 100.00

- 100.00

- 100.00

= 60.00

= 66.00

Principal activities

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services

Medical services
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

CORPORATE AND GROUP INFORMATION (CONTINUED)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Place of Percentage of equity
incorporation/ Issued ordinary share/ interests attributable

registration and registered capital/  to the Company
Company name business start-up capital Direct  Indirect  Principal activities

RmERRR=EGERIHBEEREE*  PRC/Chinese Mainland RMB 50,000 - 10000 Medical services
(Beijing Haidian District Xisangi Street Xincai
Community Healthcare Service Station)

MO\ B+ PRC/Chinese Mainland RMB 21,874,000 - 10000  Medical services
(No.408 Hospital)

EEAEORTEBRARAF PRC/Chinese Mainland RMB 8,000,000 - 100.00  Medical services
(Chongging Dadukou Changzheng Hospital
Co,, Ltd)

VRS DAk PRC/Chinese Mainland RMB 2,312,800 - 10000  Medical services
(Luoyang Hechai Hospital)

* Registered as a wholly-foreign-owned entity under PRC law
**  Registered as a Sino-foreign joint venture under PRC law
***  Registered as limited liability companies under PRC law

**** These institutions, as not-for-profit hospitals, cannot be registered as companies under PRC law. The sponsors
of these institutions have the respective obligations to contribute the start-up capital to such institutions.
Such start-up capital, once contributed, shall not be withdrawn by the sponsors. Given the charity nature
of the not-for-profit hospitals, the legal income of such hospitals shall only be used in line with its purpose
and within its business scope, and where applicable, in accordance with the articles of association of such
hospitals, and therefore, the net income is not distributable to their sponsors as dividends, which is different
from companies with shareholders who own the equity interests in the companies.

(i)  On 28 March 2023, the registered capital of Genertec Universal Xi‘an Aero-Engine Hospital (Xi‘an) Co., Ltd.
was decreased from RMB509,664,900 to RMB400,000,000.

(i)  On 14 September 2023, the Group cancelled the registration of Xi‘an Wanheng Medical Technology
Development Co., Ltd.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally

affected the results for the year or formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2. ACCOUNTING POLICIES
2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs") and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") and the Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for derivative financial instruments, financial assets at
fair value through profit or loss, equity investments and debt investments at fair value through other
comprehensive income which have been measured at fair value. These financial statements are presented
in Renminbi ("RMB") and all values are rounded to the nearest thousand except when otherwise
indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
for the year ended 31 December 2023. A subsidiary is an entity (including a structure entity), directly
or indirectly, controlled by the Company. Control is achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the investee and has the ability to affect those returns
through its power over the investee (i.e., existing rights that give the Group the current ability to direct
the relevant activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company
has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. The results of subsidiaries are consolidated from the date on which
the Group obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of
the parent of the Group and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control described above. A change in the
ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.1 BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, any non-controlling interest and the exchange fluctuation reserve; and recognises the fair
value of any investment retained and any resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive income is reclassified to profit or loss
or retained profits, as appropriate, on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Business combination under common control

On 12 May 2023, the Group and Genertec Universal Hospital Investment & Management (Tianjin) Co.,
Ltd., a wholly-owned subsidiary of the Group (“Hospital Investment Co., Ltd."”), entered into a cooperation
agreement with China Xinxing Construction & Development Co., Ltd. (“Xinxing Construction”) in
connection with the formation of Beijing Huankang Zhongxing Hospital Management Co., Ltd., whose
registered capital would be contributed by Hospital Investment Co., Ltd. with cash of RMB8,125,000
and Xinxing Construction with the assessed assets of Beijing Zhongxing Hospital, respectively (“Beijing
Zhongxing Hospital Acquisition”). Hospital Investment Co., Ltd. acquired a 66% equity interest in Beijing
Huankang Zhongxing Hospital Management Co., Ltd. The acquisition was completed on 1 July 2023.
Upon completion of the transaction, Beijing Huankang Zhongxing Hospital Management Co., Ltd. is
the promoter of Beijing Zhongxing Hospital. Beijing Huankang Zhongxing Hospital Management Co.,
Ltd. has become a subsidiary of the Group.

As Beijing Zhongxing Hospital and the Company are controlled by China General Technology (Group)
Holding Company Limited (“Genertec Group”), the Beijing Zhongxing Hospital Acquisition has been
accounted for based on the principles of merger accounting.

On 25 December 2023, Hospital Investment Co., Ltd. entered into an equity transfer agreement
with GT-PRC Medicine Holding Co., Ltd. (a wholly-owned subsidiary of Genertec Group) to acquire
100% equity interests of the target hospitals (i.e., Chongging Dadukou Changzheng Hospital Co.,
Ltd., Luoyang Hechai Hospital, Luoyang Yikangyuan Elderly Care Co., Ltd., No. 408 Hospital, Beijing
Guotong Huankang Hospital Management Co., Ltd. and Beijing Haidian District Xisangi Street Xincai
Community Healthcare Service Station) at a consideration of RMB116,561,000 (“Acquisition of the
target hospitals”). The acquisition was completed on 31 December 2023. Upon completion of the
transaction, Hospital Investment Co., Ltd. is the promoter of the target hospitals. Beijing Guotong
Huankang Hospital Management Co., Ltd. has become a subsidiary of the Group.

As the target hospitals and the Company are controlled by Genertec Group, the Acquisition of the
target hospitals has been accounted for based on the principles of merger accounting.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.1 BASIS OF PREPARATION (CONTINUED)

Business combination under common control (continued)

The consolidated financial statements of the Group have been prepared using the merger basis of
accounting as if the current group structure has been in existence throughout the years presented. The
opening balance at 1 January 2022 has been restated, with consequential adjustments to comparatives
for the year ended 31 December 2022. The details of the restated balances have been disclosed in
Note 33(a) to the consolidated financial statements.

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for the first time for the current year's
financial statements.

HKFRS 17 Insurance Contracts
Amendments to HKAS 1 and Disclosure of Accounting Policies
HKFRS Practice Statement 2
Amendments to HKAS 8 Definition of Accounting Estimates
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from

a Single Transaction
Amendments to HKAS 12 International Tax Reform — Pillar Two Model Rules

The nature and the impact of the new and revised HKFRSs that are applicable to the Group are
described below:

(a) Amendments to HKAS 1 require entities to disclose their material accounting policy information
rather than their significant accounting policies. Accounting policy information is material if,
when considered together with other information included in an entity’s financial statements,
it can reasonably be expected to influence decisions that the primary users of general purpose
financial statements make on the basis of those financial statements. Amendments to HKFRS
Practice Statement 2 Making Materiality Judgements provide non-mandatory guidance on how
to apply the concept of materiality to accounting policy disclosures. The Group has disclosed the
material accounting policy information in note 2 to the financial statements. The amendments
did not have any impact on the measurement, recognition or presentation of any items in the
Group's financial statements.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.2CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
(CONTINUED)

The nature and the impact of the new and revised HKFRSs that are applicable to the Group are

described below: (continued)

(b)

(c)

(d)

Amendments to HKAS 8 clarify the distinction between changes in accounting estimates and
changes in accounting policies. Accounting estimates are defined as monetary amounts in
financial statements that are subject to measurement uncertainty. The amendments also clarify
how entities use measurement techniques and inputs to develop accounting estimates. Since the
Group's approach and policy align with the amendments, the amendments had no impact on
the Group's financial statements.

Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a Single
Transaction narrow the scope of the initial recognition exception in HKAS 12 so that it no longer
applies to transactions that give rise to equal taxable and deductible temporary differences,
such as leases and decommissioning obligations. Therefore, entities are required to recognise a
deferred tax asset (provided that sufficient taxable profit is available) and a deferred tax liability
for temporary differences arising from these transactions. The Group has applied the amendments
on temporary differences related to leases as at 1 January 2022. The amendments did not have
any impact to the Group.

The Group has not yet applied the temporary exception during the current year because the entities
comprising the Group are operating in jurisdictions in which the Pillar Two tax law has not yet
been enacted or substantively enacted. The Group will disclose known or reasonably estimable
information related to its exposure to Pillar Two income taxes in the consolidated financial
statements by the time when the Pillar Two tax law has been enacted or substantively enacted
and will disclose separately the current tax expense or income related to Pillar Two income taxes
when it is in effect.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.3ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following revised HKFRSs, that have been issued but are not yet effective,
in these financial statements. The Group intends to apply these revised HKFRSs, if applicable, when
they become effective.

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and
HKAS 28 its Associate or Joint Venture®

Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback’

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current
(the “2020 Amendments”)"#

Amendments to HKAS 1 Non-current Liabilities with Covenants
(the “2022 Amendments”)"#

Amendments to HKAS 7 and HKFRS 7 Supplier Finance Arrangements'

Amendments to HKAS 21 Lack of Exchangeability?

1 Effective for annual periods beginning on or after 1 January 2024

2 Effective for annual periods beginning on or after 1 January 2025

3 No mandatory effective date yet determined but available for adoption

4 As a consequence of the 2020 Amendments and 2022 Amendments, Hong Kong Interpretation 5 Presentation

of Financial Statements — Classification by the Borrower of a Term Loan that Contains a Repayment on
Demand Clause was revised to align the corresponding wording with no change in conclusion

Further information about those HKFRSs that are expected to be applicable to the Group is described
below.

Amendments to HKFRS 10 and HKAS 28 address an inconsistency between the requirements in HKFRS 10
and in HKAS 28 in dealing with the sale or contribution of assets between an investor and its associate
or joint venture. The amendments require a full recognition of a gain or loss resulting from a downstream
transaction when the sale or contribution of assets constitutes a business. For a transaction involving
assets that do not constitute a business, a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated investor’s interest in that associate or
joint venture. The amendments are to be applied prospectively. The previous mandatory effective date
of amendments to HKFRS 10 and HKAS 28 was removed by the HKICPA. However, the amendments
are available for adoption now.

Amendments to HKFRS 16 specify the requirements that a seller-lessee uses in measuring the lease
liability arising in a sale and leaseback transaction to ensure the seller-lessee does not recognise any
amount of the gain or loss that relates to the right of use it retains. The amendments are effective for
annual periods beginning on or after 1 January 2024 and shall be applied retrospectively to sale and
leaseback transactions entered into after the date of initial application of HKFRS 16 (i.e., 1 January
2019). Earlier application is permitted. The amendments are not expected to have any significant impact
on the Group’s financial statements.

1 54 Genertec Universal Medical Group Company Limited



NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.3ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (CONTINUED)

Further information about those HKFRSs that are expected to be applicable to the Group is described
below. (continued)

The 2020 Amendments clarify the requirements for classifying liabilities as current or non-current,
including what is meant by a right to defer settlement and that a right to defer must exist at the
end of the reporting period. Classification of a liability is unaffected by the likelihood that the entity
will exercise its right to defer settlement. The amendments also clarify that a liability can be settled
in its own equity instruments, and that only if a conversion option in a convertible liability is itself
accounted for as an equity instrument would the terms of a liability not impact its classification. The
2022 Amendments further clarify that, among covenants of a liability arising from a loan arrangement,
only those with which an entity must comply on or before the reporting date affect the classification
of that liability as current or non-current. Additional disclosures are required for non-current liabilities
that are subject to the entity complying with future covenants within 12 months after the reporting
period. The amendments shall be applied retrospectively with early application permitted. An entity
that applies the 2020 Amendments early is required to apply simultaneously the 2022 Amendments,
and vice versa. The Group is currently assessing the impact of the amendments and whether existing
loan agreements may require revision. Based on a preliminary assessment, the amendments are not
expected to have any significant impact on the Group’s financial statements.

Amendments to HKAS 7 and HKFRS 7 clarify the characteristics of supplier finance arrangements and
require additional disclosure of such arrangements. The disclosure requirements in the amendments
are intended to assist users of financial statements in understanding the effects of supplier finance
arrangements on an entity’s liabilities, cash flows and exposure to liquidity risk. Earlier application of
the amendments is permitted. The amendments provide certain transition reliefs regarding comparative
information, quantitative information as at the beginning of the annual reporting period and interim
disclosures. The amendments are not expected to have any significant impact on the Group’s financial
statements.

Amendments to HKAS 21 specify how an entity shall assess whether a currency is exchangeable
into another currency and how it shall estimate a spot exchange rate at a measurement date when
exchangeability is lacking. The amendments require disclosures of information that enable users of
financial statements to understand the impact of a currency not being exchangeable. Earlier application
is permitted. When applying the amendments, an entity cannot restate comparative information. Any
cumulative effect of initially applying the amendments shall be recognised as an adjustment to the
opening balance of retained profits or to the cumulative amount of translation differences accumulated
in a separate component of equity, where appropriate, at the date of initial application. The amendments
are not expected to have any significant impact on the Group’s financial statements.
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term interest of generally not less than 20% of
the equity voting rights and over which it has significant influence. Significant influence is the power
to participate in the financial and operating policy decisions of the investee, but is not control or joint
control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.

The Group's investments in associates and joint ventures are stated in the consolidated statement of
financial position at the Group's share of net assets under the equity method of accounting, less any
impairment losses. Adjustments are made to bring into line any dissimilar accounting policies that may
exist.

The Group's share of the post-acquisition results and other comprehensive income of associates
and joint ventures is included in the consolidated statement of profit or loss and consolidated other
comprehensive income, respectively. In addition, when there has been a change recognised directly
in the equity of the associate or joint venture, the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes in equity. Unrealised gains and losses resulting
from transactions between the Group and its associates or joint ventures are eliminated to the extent
of the Group's investments in the associates or joint ventures, except where unrealised losses provide
evidence of an impairment of the asset transferred. Goodwill arising from the acquisition of associates
or joint ventures is included as part of the Group's investments in associates or joint ventures.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained
interest is not remeasured. Instead, the investment continues to be accounted for under the equity
method. In all other cases, upon loss of significant influence over the associate or joint control over
the joint venture, the Group measures and recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or joint venture upon loss of significant
influence or joint control and the fair value of the retained investment and proceeds from disposal is
recognised in profit or loss.

When an investment in an associate or a joint venture is classified as held for sale, it is accounted for
in accordance with HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations.
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Interests in joint operations

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement
have rights to the assets, and obligations for the liabilities, relating to the arrangement. Joint control is
the contractually agreed sharing of control of an arrangement, which exists only when decisions about
the relevant activities require the unanimous consent of the parties sharing control.

The Group recognises in relation to its interest in a joint operation:

o its assets, including its share of any assets held jointly;

o its liabilities, including its share of any liabilities incurred jointly;

o its revenue from the sale of its share of the output arising from the joint operation;

o its share of the revenue from the sale of the output by the joint operation; and

o its expenses, including its share of any expenses incurred jointly.

The assets, liabilities, revenues and expenses relating to the Group's interest in a joint operation are

accounted for in accordance with the HKFRSs applicable to the particular assets, liabilities, revenues
and expenses.

Business combinations and goodwiill

Business combinations are accounted for using the acquisition method. The consideration transferred
is measured at the acquisition date fair value which is the sum of the acquisition date fair values of
assets transferred by the Group, liabilities assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control of the acquiree. For each business
combination, the Group elects whether to measure the non-controlling interests in the acquiree at fair
value or at the proportionate share of the acquiree’s identifiable net assets. All other components of
non-controlling interests are measured at fair value. Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets

includes an input and a substantive process that together significantly contribute to the ability to
create outputs.
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Business combinations and goodwill (continued)

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives
in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at
its acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent consideration that is classified as
equity is not remeasured and subsequent settlement is accounted for within equity.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports in its financial statements provisional amounts for the
items for which the accounting is incomplete. During the measurement period, the Group retrospectively
adjusts the provisional amounts recognised at the acquisition date to reflect new information obtained
about facts and circumstances that existed as of the acquisition date and, if known, would have
affected the measurement of the amounts recognised as of that date. During the measurement period,
the Group also recognises additional assets or liabilities if new information is obtained about facts
and circumstances that existed as of the acquisition date and, if known, would have resulted in the
recognition of those assets and liabilities as of that date. The measurement period ends as soon as
the Group receives the information it was seeking about facts and circumstances that existed as of the
acquisition date or learns that more information is not obtainable. However, the measurement period
shall not exceed one year from the acquisition date.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred,
the amount recognised for non-controlling interests and any fair value of the Group’s previously held
equity interests in the acquiree over the identifiable assets acquired and liabilities assumed. If the sum of
this consideration and other items is lower than the fair value of the net assets acquired, the difference
is, after reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill
is tested for impairment annually or more frequently if events or changes in circumstances indicate that
the carrying value may be impaired. The Group performs its annual impairment test of goodwill as at
13 December. For the purpose of impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities of the Group are assigned to those units or groups of units.
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Business combinations and goodwill (continued)

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group
of cash-generating units) to which the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the carrying amount, an impairment loss
is recognised. An impairment loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units)
and part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or loss on
the disposal. Goodwill disposed of in these circumstances is measured based on the relative value of
the operation disposed of and the portion of the cash-generating unit retained.

Fair value measurement

The Group measures its derivative financial instruments, debt investments and equity investment at fair
value at the end of each reporting period. Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market for the asset or liability, or in the absence
of a principal market, in the most advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

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

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient

data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the
end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required
(other than inventories and deferred tax assets), the asset's recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset's or cash-generating unit's value in use and its fair value
less costs of disposal, and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, a portion of the carrying amount of a corporate asset
is allocated to an individual cash-generating unit if it can be allocated on a reasonable and consistent
basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the statement of profit or loss in the period in
which it arises in those expense categories consistent with the function of the impaired asset.
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Impairment of non-financial assets (continued)

An assessment is made at the end of each reporting period as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A previously recognised impairment loss of an asset other
than goodwill is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation) had no impairment loss been recognised
for the asset in prior years. A reversal of such an impairment loss is credited to the statement of profit
or loss in the period in which it arises, unless the asset is carried at a revalued amount, in which case
the reversal of the impairment loss is accounted for in accordance with the relevant accounting policy
for that revalued asset.

Related parties

A party is considered to be related to the Group if:
(@) the party is a person or a close member of that person’s family and that person
(i)  has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of the Group;
or
(b) the party is an entity where any of the following conditions applies:
(i)  the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third
entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the Group

or an entity related to the Group; and the sponsoring employers of the post-employment
benefit plan;
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Related parties (continued)

A party is considered to be related to the Group if: (continued)
(b) the party is an entity where any of the following conditions applies: (continued)
(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the
key management personnel of the entity (or of a parent of the entity); and

(vii) the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. When an item of property, plant and equipment is classified
as held for sale or when it is part of a disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with HKFRS 5.The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to the statement of profit or loss in the period
in which it is incurred. In situations where the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant
and equipment to its residual value over its estimated useful life. The principal annual rates used for
this purpose are as follows:

Category Annual depreciation rate

Transportation equipment 6.49% to 20.00%
Office equipment 4.85% to 19.40%
Electronic equipment 8.08% to 33.33%
Medical equipment 7.01% to 32.33%
Leasehold improvements 20.00% to 33.33%
Buildings 1.90% to 11.88%
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31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment and depreciation (continued)

Where parts of an item of property, plant and equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain
or loss on disposal or retirement recognised in the statement of profit or loss in the year the asset is
derecognised is the difference between the net sales proceeds and the carrying amount of the relevant
asset.

Construction in progress is stated at cost less any impairment losses, and is not depreciated. It is
reclassified to the appropriate category of property, plant and equipment when completed and ready
for use.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is the fair value at the date of acquisition. The useful lives
of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and assessed for impairment whenever there is
an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each financial year end.

Patents and licences
Purchased patents and licences are stated at cost less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of 5 to 10 years.

Research and development costs
All research costs are charged to the statement of profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset
will generate future economic benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development. Product development expenditure
which does not meet these criteria is expensed when incurred.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less accumulated
depreciation and any impairment losses, and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter
of the lease terms and the estimated useful lives of the assets as follows:

Leasehold land 38 years to indefinite useful life
Property and Equipment 2 to 20 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost

reflects the exercise of a purchase option, depreciation is calculated using the estimated useful
life of the asset.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Leases (continued)

Group as a lessee (continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase option reasonably certain to be
exercised by the Group and payments of penalties for termination of a lease, if the lease term
reflects the Group exercising the option to terminate the lease. The variable lease payments that
do not depend on an index or a rate are recognised as an expense in the period in which the
event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in lease payments (e.g., a change to future lease payments resulting from a change in an
index or rate) or a change in assessment of an option to purchase the underlying asset.

The Group’s lease liabilities are included in interest-bearing bank and other borrowings.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of properties
and equipment (that is those leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also applies the recognition
exemption for leases of low-value assets to leases of office equipment and laptop computers that
are considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense
on a straight-line basis over the lease term.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Leases (continued)

Group as a lessor
When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification)
each of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to each component on a relative
stand-alone selling price basis. Rental income is accounted for on a straight-line basis over the lease
terms and is included in revenue in the statement of profit or loss due to its operating nature. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income. Contingent
rents are recognised as revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental to ownership of an underlying
asset to the lessee are accounted for as finance leases. At the commencement date, the cost of the
leased asset is capitalised at the present value of the lease payments and related payments (including
the initial direct costs), and presented as a receivable at an amount equal to the net investment in the
lease. The finance income on the net investment in the lease is recognised in the statement of profit
or loss so as to provide a constant periodic rate of return over the lease terms.

When the Group is an intermediate lessor, a sublease is classified as a finance lease or operating lease
with reference to the right-of-use asset arising from the head lease. If the head lease is a short-term
lease to which the Group applies the on-balance sheet recognition exemption, the Group classifies
the sublease as an operating lease.

Sale-and-leaseback transactions

HKFRS 16 requires sale-and-leaseback transactions to be determined based on the requirements of
HKFRS 15 as to whether the transfer of the relevant assets should be accounted for as a sale. Upon
application of HKFRS 16, the Group applies the requirements of HKFRS 15 to assess whether a sale-
and-leaseback transaction constitutes a sale by a seller-lessee. For a transfer that does not satisfy the
requirements as a sale, the Group accounts for the transfer proceeds as receivables arising from sale-
and-leaseback arrangements within the scope of HKFRS 9. In accordance with the transition provision
of HKFRS 16, sale-and-leaseback transactions entered into before the date of initial application were
not reassessed but new requirements would partially impact the Group’s sale-and-leaseback transactions
entered into on or after the date of initial application.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets

Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Group's business model for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient of not adjusting the effect of a significant financing component, the
Group initially measures a financial asset at its fair value plus in the case of a financial asset not at
fair value through profit or loss, transaction costs. Trade receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient are measured at the
transaction price determined under HKFRS 15 in accordance with the policies set out for “Revenue
recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through
other comprehensive income, it needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI"”) on the principal amount outstanding. Financial assets with cash flows that are not
SPPI are classified and measured at fair value through profit or loss, irrespective of the business model.

The Group'’s business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial
assets in order to collect contractual cash flows, while financial assets classified and measured at fair
value through other comprehensive income are held within a business model with the objective of
both holding to collect contractual cash flows and selling. Financial assets which are not held within
the aforementioned business models are classified and measured at fair value through profit or loss.

Purchases or sales of financial assets that require delivery of assets within the period generally established

by regulation or convention in the marketplace are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets (continued)

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and
are subject to impairment. Gains and losses are recognised in the statement of profit or loss when the
asset is derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income (debt instruments)

For debt investments at fair value through other comprehensive income, interest income, foreign
exchange revaluation and impairment losses or reversals are recognised in the statement of profit or loss
and computed in the same manner as for financial assets measured at amortised cost. The remaining fair
value changes are recognised in other comprehensive income. Upon derecognition, the cumulative fair
value change recognised in other comprehensive income is recycled to the statement of profit or loss.

Financial assets designated at fair value through other comprehensive income (equity
investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity
investments designated at fair value through other comprehensive income when they meet the
definition of equity under HKAS 32 Financial Instruments: Presentation and are not held for trading.
The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the statement of profit or loss. Dividends
are recognised as other income in the statement of profit or loss when the right of payment has
been established, except when the Group benefits from such proceeds as a recovery of part of the
cost of the financial asset, in which case, such gains are recorded in other comprehensive income.
Equity investments designated at fair value through other comprehensive income are not subject to
impairment assessment.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the statement of financial position at
fair value with net changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments which the Group had not irrevocably
elected to classify at fair value through other comprehensive income. Dividends on the equity investments
are also recognised as other income in the statement of profit or loss when the right of payment has
been established.
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2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets (continued)

Financial assets at fair value through profit or loss (continued)

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated
from the host and accounted for as a separate derivative if the economic characteristics and risks are
not closely related to the host; a separate instrument with the same terms as the embedded derivative
would meet the definition of a derivative; and the hybrid contract is not measured at fair value through
profit or loss. Embedded derivatives are measured at fair value with changes in fair value recognised
in the statement of profit or loss.

Reassessment only occurs if there is either a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset out
of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for
separately. The financial asset host together with the embedded derivative is required to be classified

in its entirety as a financial asset at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when:

o the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group's continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a
basis that reflects the rights and obligations that the Group has retained.
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Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of the consideration
that the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs") for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to
the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing
of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has
increased significantly since initial recognition. When making the assessment, the Group compares the
risk of a default occurring on the financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition and considers reasonable
and supportable information that is available without undue cost or effort, including historical and
forward-looking information. The Group considers that there has been a significant increase in credit
risk when contractual payments are more than 30 days past due.

The Group considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal
or external information indicates that the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Group.

A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows.
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Impairment of financial assets (continued)

General approach (continued)

Debt investments at fair value through other comprehensive income and financial assets at amortised
cost are subject to impairment under the general approach and they are classified within the following
stages for measurement of ECLs except for trade receivables and contract assets which apply the
simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not increased significantly since initial recognition
and for which the loss allowance is measured at an amount equal to 12-month ECLs

Stage 2 — Financial instruments for which credit risk has increased significantly since initial recognition
but that are not credit-impaired financial assets and for which the loss allowance is measured
at an amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not purchased
or originated credit-impaired) and for which the loss allowance is measured at an amount
equal to lifetime ECLs

Simplified approach

For trade receivables and contract assets that do not contain a significant financing component or
when the Group applies the practical expedient of not adjusting the effect of a significant financing
component, the Group applies the simplified approach in calculating ECLs. Under the simplified approach,
the Group does not track changes in credit risk, but instead recognises a loss allowance based on
lifetime ECLs at each reporting date. The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group's financial liabilities include trade and bills payables, other payables and accruals, derivative
financial instruments and interest-bearing bank and other borrowings.
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Financial liabilities (continued)

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing
in the near term. This category also includes derivative financial instruments entered into by the Group
that are not designated as hedging instruments in hedge relationships as defined by HKFRS 9. Separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held for trading are recognised in the statement of
profit or loss. The net fair value gain or loss recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated
at the initial date of recognition, and only if the criteria in HKFRS 9 are satisfied. Gains or losses on
liabilities designated at fair value through profit or loss are recognised in the statement of profit or
loss, except for the gains or losses arising from the Group’s own credit risk which are presented in
other comprehensive income with no subsequent reclassification to the statement of profit or loss. The
net fair value gain or loss recognised in the statement of profit or loss does not include any interest
charged on these financial liabilities.

Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, and interest-bearing borrowings are subsequently
measured at amortised cost, using the effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost. Gains and losses are recognised in the
statement of profit or loss when the liabilities are derecognised as well as through the effective interest
rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate. The effective interest rate amortisation
is included in finance costs in the statement of profit or loss.

Genertec Universal Medical Group Company Limited



NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Financial liabilities (continued)

Convertible bonds

The component of convertible bonds that exhibits characteristics of a liability is recognised as a liability
in the statement of financial position, net of transaction costs. On issuance of convertible bonds, the
fair value of the liability component is determined using a market rate for an equivalent non-convertible
bond; and this amount is carried as a long term liability on the amortised cost basis until extinguished
on conversion or redemption. The remainder of the proceeds is allocated to the conversion option that
is recognised and included in shareholders' equity, net of transaction costs. The carrying amount of the
conversion option is not remeasured in subsequent years. Transaction costs are apportioned between
the liability and equity components of the convertible bonds based on the allocation of proceeds to
the liability and equity components when the instruments are first recognised.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is recognised in the statement of profit or loss.

Derivative financial instruments and hedge accounting

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts and interest rate
swaps, to hedge its foreign currency risk and interest rate risk, respectively. Such derivative financial
instruments are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently remeasured at fair value. Derivatives are carried as assets when the fair value
is positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to the statement

of profit or loss, except for the effective portion of cash flow hedges, which is recognised in other
comprehensive income and later reclassified to profit or loss when the hedged item affects profit or loss.
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Derivative financial instruments and hedge accounting (continued)

Initial recognition and subsequent measurement (continued)
For the purpose of hedge accounting, hedges are classified as:

e  fair value hedges when hedging the exposure to changes in the fair value of a recognised asset
or liability or an unrecognised firm commitment; or

o cash flow hedges when hedging the exposure to variability in cash flows that is either attributable
to a particular risk associated with a recognised asset or liability or a highly probable forecast
transaction, or a foreign currency risk in an unrecognised firm commitment; or

J hedges of a net investment in a foreign operation.

At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting, the risk management objective
and its strategy for undertaking the hedge.

The documentation includes identification of the hedging instrument, the hedged item, the nature
of the risk being hedged and how the Group will assess whether the hedging relationship meets the
hedge effectiveness requirements (including the analysis of sources of hedge ineffectiveness and how
the hedge ratio is determined). A hedging relationship qualifies for hedge accounting if it meets all of
the following effectiveness requirements:

J There is “an economic relationship” between the hedged item and the hedging instrument.

e  The effect of credit risk does not “dominate the value changes” that result from that economic
relationship.

e  The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the

hedged item that the Group actually hedges and the quantity of the hedging instrument that the
Group actually uses to hedge that quantity of hedged item.
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Derivative financial instruments and hedge accounting (continued)

Hedges which meet all the qualifying criteria for hedge accounting are accounted for as follows:

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognised directly in other
comprehensive income in the cash flow hedge reserve, while any ineffective portion is recognised
immediately in the statement of profit or loss. The cash flow hedge reserve is adjusted to the lower
of the cumulative gain or loss on the hedging instrument and the cumulative change in fair value of
the hedged item.

The amounts accumulated in other comprehensive income are accounted for, depending on the nature
of the underlying hedged transaction. If the hedged transaction subsequently results in the recognition
of a non-financial item, the amount accumulated in equity is removed from the separate component
of equity and included in the initial cost or other carrying amount of the hedged asset or liability. This
is not a reclassification adjustment and will not be recognised in other comprehensive income for the
period. This also applies where the hedged forecast transaction of a non-financial asset or non-financial
liability subsequently becomes a firm commitment to which fair value hedge accounting is applied.

For any other cash flow hedges, the amount accumulated in other comprehensive income is reclassified
to the statement of profit or loss as a reclassification adjustment in the same period or periods during
which the hedged cash flows affect the statement of profit or loss.

If cash flow hedge accounting is discontinued, the amount that has been accumulated in other
comprehensive income must remain in accumulated other comprehensive income if the hedged future
cash flows are still expected to occur. Otherwise, the amount will be immediately reclassified to the
statement of profit or loss as a reclassification adjustment. After the discontinuation, once the hedged
cash flow occurs, any amount remaining in accumulated other comprehensive income is accounted for
depending on the nature of the underlying transaction as described above.
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Renewable corporate bonds

Renewable corporate bonds issued by the Group contain no contractual obligation to deliver cash or
another financial asset, or to exchange financial assets or financial liabilities with another entity under
conditions that are potentially unfavourable to the Group. The Group classifies such renewable corporate
bonds issued as equity instruments. Fees, commissions and other transaction costs of such renewable
corporate bonds issuance are deducted from equity. The distributions on renewable corporate bonds
are recognised as profit distributions at the time of declaration.

Inventories

Inventories are goods valued at the lower of cost and net realisable value at the end of the reporting
period. The cost of inventories issued is determined on the weighted — average basis and specific
identification basis. The difference between the cost and the lower net realisable value is stated as a
provision. Net realisable value is based on estimated selling price less any estimated costs to be incurred
to completion and disposal.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand and at banks,
and short-term highly liquid deposits with a maturity of generally within three months that are readily
convertible into known amounts of cash, subject to an insignificant risk of changes in value and held
for the purpose of meeting short-term cash commitments.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and at banks, and short-term deposits as defined above, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s cash management.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, the reimbursement is recognised
as a separate asset, but only when the reimbursement is virtually certain. The expense relating to a
provision is presented in the statement of profit or loss net of any reimbursement.

When the effect of discounting is material, the amount recognised for a provision is the present value
at the end of the reporting period of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount arising from the passage of time is
included in finance costs in the statement of profit or loss.
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Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit
or loss is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss and does not give rise to equal taxable
and deductible temporary differences;and

o in respect of taxable temporary differences associated with investments in subsidiaries, associates
and joint ventures when the timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that
it is probable that taxable profit will be available against which the deductible temporary differences,
and the carryforward of unused tax credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss and does
not give rise to equal taxable and deductible temporary differences; and

o in respect of deductible temporary differences associated with investments in subsidiaries, associates
and joint ventures, deferred tax assets are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.
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Income tax (continued)

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

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

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable
right to set off current tax assets and current tax liabilities and the deferred taxes assets and deferred
tax liabilities relate to income taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities which intend either to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with. When the grant relates to
an expense item, it is recognised as income on a systematic basis over the periods that the costs, for
which it is intended to compensate, are expensed.

Revenue recognition

Finance lease, receivables income arising from sale-and-leaseback arrangements and
factoring income

Finance lease, receivables income arising from sale-and-leaseback arrangements and factoring income
is recognised on an accrual basis using the effective interest method by applying the rate that exactly
discounts the estimated future cash receipts through the expected life of the financial instrument or a
shorter period, when appropriate, to the net carrying amount of the financial assets.

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to
the customers at an amount that reflects the consideration to which the Group expects to be entitled
in exchange for those goods or services.
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Revenue recognition (continued)

Revenue from contracts with customers (continued)

When the consideration in a contract includes a variable amount, the amount of consideration is
estimated to which the Group will be entitled in exchange for transferring the goods or services to
the customer. The variable consideration is estimated at contract inception and constrained until it is
highly probable that a significant revenue reversal in the amount of cumulative revenue recognised will
not occur when the associated uncertainty with the variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant
benefit of financing the transfer of goods or services to the customer for more than one year, revenue
is measured at the present value of the amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction between the Group and the customer at contract
inception. When the contract contains a financing component which provides the Group with a
significant financial benefit for more than one year, revenue recognised under the contract includes the
interest expense accreted on the contract liability under the effective interest method. For a contract
where the period between the payment by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

(@) Sale of finished goods

Revenue from the sale of finished goods is recognised at the point in time when control of the
asset is transferred to the customer, generally on delivery of the finished goods.

Some contracts for the sale of finished goods provide customers with rights of return and volume
rebates, giving rise to variable consideration.

(i)  Rights of return

For contracts which provide a customer with a right to return the goods within a specified
period, the expected value method is used to estimate the goods that will not be returned
because this method best predicts the amount of variable consideration to which the
Group will be entitled. The requirements in HKFRS 15 on constraining estimates of variable
consideration are applied in order to determine the amount of variable consideration that
can be included in the transaction price. For goods that are expected to be returned, instead
of revenue, a refund liability is recognised. A right-of-return asset (and the corresponding
adjustment to cost of sales) is also recognised for the right to recover products from a
customer.
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Revenue recognition (continued)

Revenue from contracts with customers (continued)
(@) Sale of finished goods (continued)

(i) Volume rebates

Retrospective volume rebates may be provided to certain customers once the quantity of
products purchased during the period exceeds a threshold specified in the contract. Rebates
are offset against amounts payable by the customer. To estimate the variable consideration
for the expected future rebates, the most likely amount method is used for contracts with
a single-volume threshold and the expected value method for contracts with more than one
volume threshold. The selected method that best predicts the amount of variable consideration
is primarily driven by the number of volume thresholds contained in the contract. The
requirements on constraining estimates of variable consideration are applied and a refund
liability for the expected future rebates is recognised.

(b) Provision of management services

Revenue from the provision of management services is recognised over the scheduled period on
a straight-line basis or at a point in time.

Operating lease income
Operating lease income is recognised on a time proportion basis over the lease terms. Variable lease
payments that do not depend on index or a rate are recognised as income in the accounting period
in which they are incurred.

Other income

Interest income is recognised on an accrual basis using the effective interest method by applying the
rate that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset.

Dividend income is recognised when the shareholders' right to receive payment has been established,
it is probable that the economic benefits associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.
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Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier)
from a customer before the Group transfers the related goods or services. Contract liabilities are
recognised as revenue when the Group performs under the contract (i.e., transfers control of the
related goods or services to the customer).

Share-based payments

The Company operates a share option scheme. Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby employees render services in exchange
for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the
date at which they are granted. The fair value is determined using a binomial model, further details
of which are given in note 39 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a
corresponding increase in equity, over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent to which the vesting period has expired and
the Group's best estimate of the number of equity instruments that will ultimately vest. The charge
or credit to the statement of profit or loss for a period represents the movement in the cumulative
expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the
grant date fair value of awards, but the likelihood of the conditions being met is assessed as part
of the Group’s best estimate of the number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair value. Any other conditions attached to
an award, but without an associated service requirement, are considered to be non-vesting conditions.
Non-vesting conditions are reflected in the fair value of an award and lead to an immediate expensing
of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have
not been met, no expense is recognised. Where awards include a market or non-vesting condition,
the transactions are treated as vesting irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service conditions are satisfied.
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Share-based payments (continued)

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if
the terms had not been modified, if the original terms of the award are met. In addition, an expense
is recognised for any modification that increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date of modification. Where an equity-settled
award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately.

This includes any award where non-vesting conditions within the control of either the Group or the
employee are not met. However, if a new award is substituted for the cancelled award, and is designated
as a replacement award on the date that it is granted, the cancelled and new awards are treated as if
they were a modification of the original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation
of earnings per share.

Employee benefits

Salaries and bonuses, social security contributions and other short term employee benefits are accrued
in which services have been rendered by the employees of the Group.

Other employee benefits

Pension obligations

The Group operates a defined contribution Mandatory Provident Fund retirement scheme (the “MPF”
Scheme"”) under the Mandatory Provident Fund Schemes Ordinance in Hong Kong for those employees
who are eligible to participate in the MPF Scheme. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the statement of profit or loss as they become payable
in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered fund. The Group’s employer contributions
vest fully with the employees when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate in Chinese Mainland are required to participate
in a central pension scheme operated by the local municipal government. The Group’s subsidiaries are
required to contribute a certain percentage of their payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as they become payable in accordance
with the rules of the central pension scheme.
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Other employee benefits (continued)

Pension obligations (continued)

In addition, employees in Chinese Mainland also participate in a defined contribution retirement benefit
plan established by the Group (the “Annuity Plan”) since 2015. The Group and its employees are required
to contribute a certain percentage of the employees’ previous year salaries to the Annuity Plan. The
contributions are charged to the statement of profit or loss immediately when they occur. The Group
pays a fixed contribution into the Annuity Plan and has no obligation to pay further contributions even
if the Annuity Plan does not hold sufficient assets to pay all employee benefits.

Defined benefit plan

The Group provides eligible retirees with certain post-retirement benefits including retirement subsidies,
transportation allowance as well as other welfare. The defined post-retirement benefits are unfunded.
The cost of providing benefits under the post-retirement benefit plan is determined using the projected
unit credit actuarial valuation method.

Remeasurements arising from the post-retirement benefit plan, comprising actuarial gains and losses, the
effect of the asset ceiling (excluding net interest) and the return on plan assets (excluding net interest),
are recognised immediately in the consolidated statement of financial position with a corresponding
debit or credit to equity through other comprehensive income in the period in which they occur.
Remeasurements are not reclassified to profit or loss in subsequent periods.

Past service costs are recognised in profit or loss at the earlier of:

o the date of the plan amendment or curtailment; and

o the date that the Group recognises restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset. The
Group recognises the following changes in the net defined benefit obligation under “Wages, salaries

and benefits” and “Finance costs” in profit or loss:

o service costs comprising current service costs, past-service costs, gains and losses on curtailments
and non-routine settlements

© net interest expense
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Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting. Proposed final dividends are disclosed in the notes to the financial statements.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional currency. Each
entity in the Group determines its own functional currency and items included in the financial statements
of each entity are measured using that functional currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using their respective functional currency rates prevailing
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items are recognised in the statement of
profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value
was measured. The gain or loss arising on translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on change in fair value of the item (i.e.,
translation difference on the item whose fair value gain or loss is recognised in other comprehensive
income or profit or loss is also recognised in other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially recognises the non-monetary
asset or non-monetary liability arising from the advance consideration. If there are multiple payments
or receipts in advance, the Group determines the transaction date for each payment or receipt of the
advance consideration.

The functional currencies of certain entities in the Group are currencies other than RMB. As at the end
of the reporting period, the assets and liabilities of these entities are translated into the presentation
currency of the Company at the exchange rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into RMB at the exchange rates that approximate to those
prevailing at the dates of the transactions.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Foreign currencies (continued)

The resulting exchange differences are recognised in other comprehensive income and accumulated
in the exchange fluctuation reserve, except to the extent that the differences are attributable to non-
controlling interests. On disposal of a foreign operation, the cumulative amount in the reserve relating
to that particular foreign operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of
the foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash flows of the entities of the Group
whose functional currencies are other than RMB are translated into RMB at the exchange rates ruling
at the dates of the cash flows. Frequently recurring cash flows of entities with functional currencies
other than RMB which arise throughout the year are translated into RMB at the weighted average
exchange rates for the year.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group's financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

In the process of applying the Group's accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Classification between finance leases and operating leases

Leases are required to be classified as either finance leases (which transfer substantially all the risks and
rewards of ownership, and give rise to asset and liability recognition by the lessee and a receivable by
the lessor) and operating leases (which result in asset and liability recognition by the lessee, with the
asset remaining recognised by the lessor).

The determination of whether the Group has transferred substantially all the risks and rewards incidental

to ownership depends on an assessment of the relevant arrangements relating to the lease and this
involves critical judgements by management.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

(CONTINUED)

Estimation uncertainty

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

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets (including
the right-of-use assets) at the end of each reporting period. Non-financial assets are tested for impairment
when there are indicators that the carrying amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal and its value in use. The calculation of the fair value
less costs of disposal is based on available data from binding sales transactions in an arm's length
transaction of similar assets or observable market prices less incremental costs for disposing of the asset.
When value in use calculations are undertaken, management must estimate the expected future cash
flows from the asset or cash-generating unit and choose a suitable discount rate in order to calculate
the present value of those cash flows.

Deferred tax assets

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses to the
extent that it is probable that taxable profit will be available against which the deductible temporary
differences and losses can be utilised. Significant management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies.

Impairment of financial instruments

The measurement of impairment losses under HKFRS 9 across debt instruments recorded at amortised
cost or at FVOCl and loans and accounts receivables requires judgement, in particular, the estimation of
the amount and timing of future cash flows and collateral values when determining impairment losses
and the assessment of a significant increase in credit risk. These estimates are driven by a number of
factors, changes in which can result in different levels of allowances.

The Group’s ECL calculations are outputs of appropriate models with a number of underlying assumptions
regarding the choice of variable inputs and their interdependencies. Elements of the ECL models that
are considered accounting judgements and estimates include:
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty (continued)

Impairment of financial instruments (continued)
(i)  The Group's internal credit grading model, which assigns the probability of defaults to the individual
grades

(i)  The Group's criteria for assessing if there has been a significant increase in credit risk and so
allowances for financial assets should be measured on a lifetime ECL basis and the qualitative
assessment

(iii) Development of ECL models, including the various formulas and the choice of inputs

(iv) Determination of associations between macroeconomic scenarios and, economic inputs, and the
effect on the probability of defaults, the exposure of defaults and the loss given defaults

The Group will regularly review the expected credit loss model in the context of actual loss experience
and adjust it when necessary.

Fair value of financial instruments

For financial instruments where there is no active market, the fair value is determined using appropriate
valuation techniques. Such techniques include using recent arm's length market transactions; reference
to the current market value of another instrument which is substantially the same; a discounted cash
flow analysis; and option pricing models or other valuation models.

Valuation techniques make use of observable market information to the greatest extent, however, when
the observable market information cannot be obtained, management will have to make assumptions on
the credit risk, market volatility and correlations of the Group and the counterparties, and any changes
in these underlying assumptions will affect the fair value of financial instruments.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the value in use of the cash-generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount rate in order to calculate the present value
of those cash flows. The carrying amount of goodwill at 31 December 2023 was RMB286,538,000
(2022: RMB102,253,000). Further details are given in Note 14.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

4. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into two operating segments, namely the finance
business and the healthcare business based on the internal organisational structure, management’s
requirement and the internal reporting system:

o The finance business comprises primarily (a) direct finance leasing; (b) sale-and-leaseback; (c)
factoring; (d) operating leases; and (e) advisory services; and

° The healthcare business comprises primarily (a) medical and healthcare services; (b) hospital
operation; (c) import and export trade and domestic trade of medical-related goods; (d) equipment
life cycle management; and (e) medical digitalization services.

Management monitors the operating results of the Group’s business units separately for the purpose
of making decisions about resource allocation and performance assessment. Segment information is
prepared in conformity with the accounting policies adopted for preparing and presenting the financial
statements of the Group.

Segment revenue, results and assets mainly include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis.

Intersegment transfers are transacted with reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

4. OPERATING SEGMENT INFORMATION (CONTINUED)

As at and for the year ended 31 December 2023

Adjustments

Finance Healthcare and

business eliminations Total

business

Segment revenue:

RMB’000

RMB’000

RMB’000

RMB’000

Sales to external customers 5,823,120 7,827,083 - 13,650,203
Intersegment sales 58,912 5,759 (64,671) -
Cost of sales (2,576,827) (6,763,527) 262,010 (9,078,344)
Other income and gains 585,607 298,860 (264,096) 620,371
Selling and distribution costs and

administrative expenses (835,325) (736,038) 5,759 (1,565,604)
Impairment losses on financial

assets, net (184,404) (7,695) - (192,099)
Loss on derecognition of financial

assets measured at amortised cost (1,624) - - (1,624)
Share of losses of associates (4,844) (2,225) - (7,069)
Share of profit of a joint venture - 13,449 - 13,449
Other expenses (514,296) (19,720) - (534,016)
Finance costs (330) (99,722) 60,998 (39,054)
Profit before tax 2,349,989 516,224 - 2,866,213
Income tax expense (605,145) (61,996) - (667,141)
Profit after tax 1,744,844 454,228 - 2,199,072

ﬂment assets 73,018,465 14,807,996 (7,481,717) 80,344,744
_Segment liabilities 61,565,029 5,893,474  (7,481,717) 59,976,786

Other segment information:
Impairment losses recognised in the

statement of profit or loss 184,404 9,427 - 193,831
Depreciation and amortisation 55,153 453,512 - 508,665
Investments in associates 55,158 51,965 - 107,123
Investment in a joint venture - 496,472 - 496,472
Capital expenditure 148,993 747,840 - 896,833
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31 December 2023

4. OPERATING SEGMENT INFORMATION (CONTINUED)

190

As at and for the year ended 31 December 2022

Segment revenue:

Finance
business
RMB’000
(restated)

Healthcare
business
RMB’000
(restated)

Adjustments

and
eliminations
RMB’000
(restated)

Total
RMB’'000
(restated)

Sales to external customers 5,706,656 6,366,516 - 12,073,172
Intersegment sales 14,547 5,736 (20,283) -
Cost of sales (2,212,900)  (5,581,491) 215,513 (7,578,878)
Other income and gains 398,369 260,828 (214,315) 444,882
Selling and distribution costs and

administrative expenses (782,859) (578,478) 5,737 (1,355,600)
Impairment losses on financial

assets, net (302,555) (4,584) - (307,139)
Loss on derecognition of financial

assets measured at amortised cost (1,154) - - (1,154)
Share of profits of associates 3 9 - 12
Share of profit of a joint venture - 13,450 - 13,450
Other expenses (540,733) (9,093) - (549,826)
Finance costs (1,657) (47,336) 13,348 (35,645)
Profit before tax 2,277,717 425,557 - 2,703,274
Income tax expense (568,468) (48,858) - (617,326)
Profit after tax 1,709,249 376,699 — 2,085,948

_Segment assets 68,811,920 13,888,399 (5,719,991) 76,980,328
ﬂment liabilities 58,624,902 4,354,596 (5,719,991) 57,259,507

Other segment information:
Impairment losses recognised in the

statement of profit or loss 302,555 4,584 - 307,139
Depreciation and amortisation 69,881 372,168 - 442,049
Investments in associates 24,575 4,194 - 28,769
Investment in a joint venture - 486,195 - 486,195
Capital expenditure 84,859 533,011 - 617,870
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

4. OPERATING SEGMENT INFORMATION (CONTINUED)
Geographical information

(a) Revenue from external customers

2023 2022

RMB’000 RMB'000
(restated)

Chinese Mainland 13,650,203 12,073,172

The revenue information above is based on the locations of customers.

(b) All non-current assets of the operations, excluding financial instruments, right-of-use assets and
property, plant and equipment, are located in the Chinese Mainland.

Information about a major customer

There was no revenue derived from a single customer which amounted to 10% or more of the total
revenue of the Group during the year.

5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

2023 2022

RMB’000 RMB’000
(restated)

Revenue
Finance lease income 416,378 624,259
Receivables income arising from

sale-and-leaseback arrangements 4,259,517 3,911,957
Factoring income 132,096 101,445
Revenue from contracts with customers 8,826,759 7,418,200
Revenue from other sources — Others 60,526 54,393
Taxes and surcharges (45,073) (37,082)
Total revenue 13,650,203 12,073,172
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)

Revenue from contracts with customers

(i) Disaggregated revenue information

For the year ended 31 December 2023

Finance Healthcare

business business Total
Segments RMB’000 RMB’000 RMB’000

Types of goods or services

Service fee income 1,037,750 67,406 1,105,156
Sale of finished goods - 478,600 478,600
Healthcare service income - 7,243,003 7,243,003
Total revenue from contracts with customers 1,037,750 7,789,009 8,826,759

Geographical market
Chinese Mainland 1,037,750 7,789,009 8,826,759

Timing of revenue recognition

Goods transferred at a point in time - 478,600 478,600
Services transferred at a point in time 1,037,750 7,310,409 8,348,159
Total revenue from contracts with customers 1,037,750 7,789,009 8,826,759

1 92 Genertec Universal Medical Group Company Limited
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31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)

Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued)

For the year ended 31 December 2022 (restated)

Finance Healthcare

business business Total
Segments RMB’000 RMB'000 RMB'000

Types of goods or services

Service fee income 1,096,514 40,641 1,137,155
Sale of finished goods - 290,218 290,218
Healthcare service income - 5,990,827 5,990,827
Total revenue from contracts with customers 1,096,514 6,321,686 7,418,200

Geographical market
Chinese Mainland 1,096,514 6,321,686 7,418,200

Timing of revenue recognition

Goods transferred at a point in time - 290,218 290,218
Services transferred at a point in time 1,096,514 6,031,468 7,127,982
Total revenue from contracts with customers 1,096,514 6,321,686 7,418,200
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31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)

Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued)

Set out below is the reconciliation of the revenue from contracts with customers to the amounts
disclosed in the segment information:

For the year ended 31 December 2023

Finance Healthcare

business business Total
Segments RMB’000 RMB’000 RMB’000

Revenue from contracts with customers

External customers 1,037,750 7,789,009 8,826,759
Intersegment sales 19 5,759 5,778
Subtotal 1,037,769 7,794,768 8,832,537
Intersegment adjustments and eliminations (19) (5,759) (5,778)
Total revenue from contracts with customers 1,037,750 7,789,009 8,826,759

For the year ended 31 December 2022 (restated)

Finance Healthcare

business business Total
Segments RMB’000 RMB'000 RMB’'000

Revenue from contracts with customers

External customers 1,096,514 6,321,686 7,418,200
Intersegment sales 1,198 = 1,198
Subtotal 1,097,712 6,321,686 7,419,398
Intersegment adjustments and eliminations (1,198) - (1,198)
Total revenue from contracts with customers 1,096,514 6,321,686 7,418,200
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31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)
Revenue from contracts with customers (continued)

(i) Disaggregated revenue information (continued)

The following table shows the amounts of revenue recognised in the current reporting period that
were included in the contract liabilities at the beginning of the reporting period and recognised
from performance obligations satisfied in previous periods:

2023 2022

RMB’000 RMB’000
(restated)

Revenue recognised that was included in contract
liabilities at the beginning of the reporting period:

Service fee income 67,025 3,108
Sale of finished goods 31,040 9,248
Healthcare services 165,809 151,054
Total 263,874 163,410

(ii) Performance obligations

Information about the Group’s performance obligations is summarised below:

Sale of finished goods

The performance obligation is satisfied upon delivery of the goods and payment is generally due
within 90 to 180 days from delivery. Some contracts provide customers with a right of return
which gives rise to variable consideration subject to certain restrictions.

Service fee income
The performance obligation is satisfied at the point in time as services are rendered and short-

term advances are normally required before rendering the services.

Healthcare service income
The performance obligation is satisfied at the point in time as services are rendered.
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31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (CONTINUED)

Revenue from contracts with customers (continued)

(ii) Performance obligations (continued)

2023 2022

RMB’000 RMB'000
(restated)

Other income and gains
Interest income 49,741 44,567

Government grants (note 5a) 225,577 208,675
Derivative financial instruments — transactions not
qualifying as hedges:

— Unrealised fair value gains, net 97,379 6,389

— Realised fair value gains, net 165,902 122,176
Gain on unlisted debt investments, at fair value 25,561 12,810
Interest income from continuing involvement in

transferred assets 34,388 29,595
Fair value gains from financial assets at fair value

through profit or loss 475 -
Gain on bargain purchase - 950
Others 21,348 19,720
Total other income and gains 620,371 444,882

5a. GOVERNMENT GRANTS

2023 2022

RMB’000 RMB’000
(restated)

Government special subsidies 225,577 208,675
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31 December 2023

6. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

2023 2022

RMB’000 RMB’'000

(restated)

Cost of borrowings included in cost of sales 2,314,508 1,998,626

Cost of inventories sold 339,875 195,138

Cost of medical services 4,077,373 3,634,776

Cost of others 40,658 25,602

Depreciation of property, plant and equipment* 434,208 360,937

Loss on disposal of property, plant and equipment, net 333 5,737

Depreciation of right-of-use assets* 45,836 56,676

Amortisation of intangible assets* 26,625 24,436
Lease payments not included in the measurement of

lease liabilities 35,836 10,926

Auditor's remuneration — audit services 3,515 3,515

— other services 3,716 7,065

Total 7,231 10,580

Research and development expenses 35,875 48,073

Employee benefit expense*
(including directors' remuneration (Note 7))

— Equity-settled share-based compensation expense 1,059 442
— Wages and salaries 2,043,436 1,847,745

— Pension scheme contributions (defined contribution
schemes) 290,232 273,101
— Other employee benefits 1,013,624 682,698
Total 3,348,351 2,803,986

Impairment of loans and accounts receivables, other
receivables and subordinated tranches of asset-backed

securities 192,099 307,139
Impairment of inventories 1,697 =
Impairment of property, plant and equipment 35 -
Foreign exchange losses, net 507,345 533,962

Cash flow hedges (transfer from equity to offset

foreign exchange) 484,947 241,552

Others- foreign exchange losses 22,398 292,410

Derivative financial instruments — transactions not
qualifying as hedges:
— Unrealised fair value gains, net (97,379) (6,389)
— Realised fair value gains, net (165,902) (122,176)

i The depreciation of property, plant and equipment and right-of-use assets, the amortisation of intangible
assets and the employee benefit expense from research and development activities are included in research
and development expenses.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

7. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION

Directors' and chief executive’s remuneration for the year, disclosed pursuant to the Listing Rules,
section 383(1)(a), (b), (c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is as follows:

2023 2022

RMB’000 RMB’000

Fees 1,452 1,376
Other emoluments:

Salaries, allowances and benefits in kind 3,917 4,200

Performance related bonuses* 7,733 8,423

Pension scheme contributions 683 632

Subtotal 12,333 13,255

Total fees and other emoluments 13,785 14,631

* Certain executive directors of the Company are entitled to bonus payments which are determined based on

the business performance of the Group.

As at 31 December 2019, certain directors were granted share options, in respect of their services to
the Group, under the share option scheme of the Company, details of which are set out in Note 39

to the financial statements.
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31 December 2023

7. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION
(CONTINUED)

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2023 2022

RMB’000 RMB’000

Mr. Li Yinquan 363 344
Mr. Chow Siu Lui 363 344
Mr. Han Demin (ii) - 174
Mr. Liao Xinbo (ii) - 174
Mr. Chan, Hiu Fung Nicholas (i) 363 170
Mr. Xu Zhiming (i) 363 170
Total 1,452 1,376

Notes:

(i) Appointed on 22 June 2022
(i)  Resigned on 22 June 2022

There were no other emoluments payable to the independent non-executive directors during the
year (2022: Nil).
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31 December 2023

7. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION
(CONTINUED)

(b) Executive directors, non-executive directors and the chief executive

Salaries,

allowances Performance Pension

and benefits related scheme
Fees in kind bonuses contributions Total
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000

2023

Executive directors:
Ms. Peng Jiahong - 1,447 2,810 253 4,510
Ms. Wang Lin (i) - 370 520 75 965
Mr. Yu Gang(ii) - 653 1,593 123 2,369
Subtotal - 2,470 4,923 451 7,844

Chief executive:
Mr. Wang Wenbing - 1,447 2,810 232 4,489

Non-executive directors:
Mr. Chan Kai Kong - - - - -
Mr. Xu Ming - - - - -
Mr. Tong Chaoyin - - - - -
Mr. Zhu Ziyang - - - - -

Subtotal - - - - -

Total - 3,917 7,733 683 12,333
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

7. DIRECTORS' AND CHIEF EXECUTIVE'S REMUNERATION
(CONTINUED)

(b) Executive directors, non-executive directors and the chief executive

(continued)
Salaries,
allowances  Performance Pension
and benefits related scheme
Fees in kind bonuses  contributions Total
RMB’000 RMB'000 RMB'000 RMB’000 RMB'000
2022
Executive directors:
Ms. Peng Jiahong - 1,447 2,981 235 4,663
Mr. Yu Gang (ii) - 1,306 2,716 235 4,257
Subtotal - 2,753 5,697 470 8,920

Chief executive:
Mr. Wang Wenbing - 1,447 2,726 162 4,335

Non-executive directors:
Mr. Chan Kai Kong - = = _ =
Mr. Che Lingyun (iii) = - _ _ .
Mr. Xu Ming - = - _ _
Mr. Feng Songtao (iv) = - - _ _
Mr. Tong Chaoyin - = = - _
Mr. Zhao Yan (v) - = - - _
Mr. Zhu Ziyang = - _ _ -

Subtotal - - - - -

Total = 4,200 8,423 632 13,255

Notes:

(i)  Appointed on 25 July 2023

(i)  Resigned on 21 June 2023

(iii)  Appointed on 1 March 2022 and resigned on 22 June 2022

(iv)  Appointed on 13 September 2021 and resigned on 9 February 2022
(v)  Appointed on 27 August 2021 and resigned on 22 June 2022

There was no arrangement under which a director or the chief executive waived or agreed to
waive any remuneration during the year (2022: Nil).
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31 December 2023

8. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two directors (2022: the five highest paid
employees during the year included three directors), details of whose remuneration are set out in Note
7 above. Details of the remuneration for the year of the remaining three (2022: two) highest paid
employees who are neither a director nor chief executive of the Company are as follows:

2023 2022

RMB’000 RMB’'000

Salaries, allowances and benefits in kind 2,611 1,838
Performance related bonuses 9,538 5,323
Pension scheme contributions 712 369
Total 12,861 7,530

The number of non-director and non-chief executive highest paid employees whose remuneration fell
within the following bands is as follows:

Number of employees

HKD3,500,001 to HKD4,000,000

(RMB3,171,701 to RMB3,624,800) 2 1
HKD4,000,001 to HKD4,500,000

(RMB3,624,801 to RMB4,077,900) - 1
HKD®6,500,001 to HKD7,000,000

(RMB5,890,301 to RMB6,343,400) 1 -
Total 3 2

As at 31 December 2019, certain highest paid employees were granted share options, in respect of
their services to the Group, under the share option scheme of the Company, details of which are set
out in Note 39 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

9. INCOME TAX EXPENSE
2023 2022

RMB’000 RMB’'000
(restated)

Current — Chinese Mainland

Charge for the year 712,184 728,545
Charge for/(overprovision in) prior years 2,210 (34,995)
Deferred tax (47,253) (76,224)
Total tax charge for the year 667,141 617,326

Hong Kong profits tax has been provided at the rate of 16.5% on the estimated assessable profits
arising in Hong Kong for the year (2022: 16.5%).

The income tax provision of the Group in respect of its operations in Chinese Mainland has been
calculated at the applicable tax rate of 25% on the estimated assessable profits for the year, based on
existing legislation, interpretations and practices in respect thereof.

A reconciliation of the tax charge applicable to profit before tax using the statutory/applicable rate
for the jurisdiction in which the Company and the majority of its subsidiaries are domiciled to the tax

charge at the effective tax rate is as follows:

2023 2022

RMB’000 RMB’000

(restated)

Profit before tax 2,866,213 2,703,274
At the statutory income tax rate 713,449 675,819
Expenses not deductible for tax purposes 21,861 15,671
Income not subject to tax (96,356) (53,521)
Profits attributable to a joint venture and associates (1,595) (3,365)
Adjustment on current income tax in respect of prior years 2,210 (34,995)
Unrecognised tax losses 15,184 16,602
Additional deductible expense (22,604) (27,416)
Utilisation of previously unrecognised tax losses (8) (1,069)

Effect of withholding tax on the distributable profits of the

Group’s PRC subsidiaries 35,000 29,600

Income tax expense as reported in the consolidated
statement of profit or loss 667,141 617,326
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

10.

11.

INCOME TAX EXPENSE (CONTINUED)

The share of tax attributable to associates and a joint venture amounting to nil (2022: approximately
RMB2,000) and approximately RMB4,632,000 (2022: RMB4,312,000), respectively, is included in
“Share of profits and losses of associates” and “Share of profit of a joint venture” in the consolidated
statement of profit or loss.

DIVIDENDS
2023 2022
RMB’000 RMB’000

Proposed final dividend — HKD0.35 (2022: HKDO0.34)
per ordinary share 606,275 567,004

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at
the forthcoming annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the profit for the year attributable
to ordinary equity holders of the parent, and the weighted average number of ordinary shares of
1,891,539,661 (2022: 1,891,539,661) in issue during the year.

The calculation of the diluted earnings per share amount is based on the profit for the year attributable
to ordinary equity holders of the parent, adjusted to reflect the interest on the convertible bonds.
The weighted average number of ordinary shares used in the calculation is the number of ordinary
shares in issue during the year, as used in the basic earnings per share calculation, and the weighted
average number of ordinary shares outstanding to assume conversion of all dilutive potential ordinary
shares. For the year ended 31 December 2022, the unvested share options under the Share Option
Scheme had an anti-dilutive effect on the basic earnings per share for the year and were ignored in
the calculation of diluted earnings per share. For the year ended 31 December 2023, the unvested
share options under the Share Option Scheme have expired and were not included in the calculation
of diluted earnings per share.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

11. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT (CONTINUED)

The calculations of basic and diluted earnings per share are based on:

2023 2022

RMB’000 RMB’'000
(restated)

Profit attributable to ordinary equity holders of the parent 2,020,918 1,888,417
Interest on convertible bonds 40,774 37,979

Profit attributable to ordinary equity holders of the parent,
before the above impact arising from convertible bonds 2,061,692 1,926,396

Number of shares

Shares
Weighted average number of ordinary shares in issue
during the year used in the basic earnings per share
calculation 1,891,539,661 1,891,539,661

Effect of dilution — weighted average number of ordinary

shares:
Convertible bonds 191,349,754 185,560,510

Weighted average number of ordinary shares for diluted
earnings per share 2,082,889,415 2,077,100,171
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

12. PROPERTY, PLANT AND EQUIPMENT
31 December 2023

Transportation Office Electronic Medical Leasehold Construction

equipment  equipment  equipment  equipment improvements Buildings in progress Total
RMB'000 RMB000 RMB000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2023
Cost (restated) 34,740 59,799 538,511 1312704 162,003 2,305,602 401,694 4,815,053
Accumulated depreciation
(restated) (13,329) (33,539) (186,165) (499,737) (63,587) (198,397) - (994,754)
Net carrying amount (restated) .41 26,260 352,346 812,967 98,416 2,107,205 401,694 3,820,299

At 1 January 2023, net of

accumulated depreciation
(restated) 1M1 26,260 352,346 812,967 98416 2,107,205 40169 3820299
Additions 3817 5499 38,512 297,753 97,383 15,537 475,902 934,403
Acquisition of subsidiaries

(Note 33b) 419 3 32,913 7,408 30,401 - o4 71,53
Depreciation provided during

the year (3,626) (8,962) (17.197) (237,331) (29,647) (17,863) - (434,632)
Impairment during the year (15 - (20) - - - - (35)
Transfers - - 33,128 1511 - 46,151 (80,790) -
Disposals (62) (13) ) 3) - - - (150)

At 31 December 2023, net of

accumulated depreciation 21,944 3,11 379,610 882,299 196,553 2,091,030 796,870 4,391,417

At 31 December 2023
Cost 38,480 65,507 633,474 1,618,731 289,787 2,367,290 796,870 5,810,145
Accumulated depreciation (16,536) (42,39) (253,864) (736,439) (93,234) (276,260) - (1418,728)
Net carying amount 21,944 23,111 379,610 882,299 196,553 2,091,030 796,870 4,391,417

As at 31 December 2023, the Group has not obtained the property ownership certificates for buildings
with a net book value of RMB1,254,127,000 (31 December 2022: RMB1,237,753,000 (restated)). The
Group was in the process of applying for the property ownership certificates for the above buildings
as at 31 December 2023.

As at 31 December 2023, no property, plant and equipment (31 December 2022: Nil) were pledged
to secure general banking facilities granted to the Group.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

12. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
31 December 2022

Transportation Office Electronic Medical Leasehold Construction
equipment  equipment  equipment  equipment  improvements Buildings ~in progress Total
RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
At 1 January 2022
Cost
As previously reported 3113 44,400 459,044 860,836 73357 1,504,563 154,050 3,120,023
Business combination under
common control (Note 33(a)) 1,685 1,061 464 30,760 07 28,636 189 63,222
As restated 25458 45,461 459,508 891,596 73,784 1,533,199 154,239 3,183,245
Accumulated depreciation
As previously reported (8,652) 21,410) (154763) (270,555) (34,786) (106,588) - (596,754)
Business combination under
common control (Note 33(a)) (1,165) (882) (357) (23,119 M) 21437) - (47.031)
As restated (9.817) (22,292) (155,120) (293,674) (34,857) (128,025) - (643,785)
Net carrying amount (restated) 15,641 23,169 304,388 597,922 38927 1,405,174 154,239 2,539,460

At 1 January 2022, net of

accumulated depreciation
(restated) 15,641 23,169 304,388 597,922 38927 1,405,174 154,239 2,539,460
Additions (restated) 4,992 13,660 50,255 190,166 10,604 6,407 296,588 572,672
Acquisition of subsidiaries

(restated) 4376 2,037 30,300 232,610 77,614 726,519 9,209 1,082,665
Depreciation provided during the

year (restated) (3,555) (12,525) (32,280 (212,672) (28729 (71,174) - (360,937)
Transfers - - - 5,024 - 40,550 (45,574) -
Disposals (restated) 43) (81) (315) ®3) - 1) (12.768) (13,561)

At 31 December 2022, net of
accumulated depreciation
(restated) 241 26,260 352,346 812,967 98,416 2,107,205 401,694 3,820,299

At 31 December 2022

Cost (restated) 34,740 59,799 538,511 1312,704 162,003 2,305,602 401,694 4,815,053
Accumulated depreciation

(restated) (13,329 (33,539 (186,165) (499,737) (63,587) (198,397) - (994,754)
Net carrying amount (restated) 21,411 26,260 352,346 812,967 98 416 2,107,205 401,694 3,820,299
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

13. LEASES
The Group as a lessee

The Group has lease contracts for various items of properties and equipments used in its operations.
Lump sum payments were made upfront to acquire the leased land from the owners with lease periods
of 38 years to indefinite useful life, and no ongoing payments will be made under the terms of these
land leases. The right-of-use land for certain hospitals, allocated from the government, is restricted to
change its use nature. Leases of properties and equipments generally have lease terms between 2 and
20 years. Generally, the Group is restricted from assigning and subleasing the leased assets outside
the Group.

(a) Right-of-use assets

The carrying amounts of the Group's right-of-use assets and the movements during the year are
as follows:

Right-of-use assets

Property and Leasehold

Equipments land Total

RMB’000 RMB'000 RMB'000

As at 1 January 2022, as previously reported 72,790 721,862 794,652
Business combination under common

control (Note 33(a)) - 264 264

As at 1 January 2022 (restated) 72,790 722,126 794,916

Additions 193,148 - 193,148

Acquisition of subsidiaries 13,238 205,554 218,792

Depreciation charge (restated) (53,069) (3,607) (56,676)

Revision of a lease term arising from a

change in the non-cancellable period of a

lease 4,623 - 4,623
Disposals 9) - 9)

As at 31 December 2022 and 1 January

2023 (restated) 230,721 924,073 1,154,794
Additions 33,357 - 33,357
Acquisition of subsidiaries (Note 33(b)) 14,856 - 14,856
Depreciation charge (42,841) (3,739) (46,580)

Revision of a lease term arising from a
change in the non-cancellable period of a

lease 5,390 - 5,390
Disposals (358) - (358)
As at 31 December 2023 241,125 920,334 1,161,459
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

13. LEASES (CONTINUED)
The Group as a lessee (continued)
(b) Lease liabilities

The carrying amount of lease liabilities (included under interest-bearing bank and other borrowings)

and the movements during the year are as follows:

2023 2022

RMB’000 RMB’000

Carrying amount at 1 January 989,927 1,899,907

New leases 1,483,357 193,148

Accretion of interest recognised during the year 62,913 63,791

Payments (2,225,561) (1,180,091)

Acquisition of subsidiaries (Note 33(b)) 14,137 8,549
Revision of a lease term arising from a change in the

non-cancellable period of a lease 5,390 4,623

Carrying amount at 31 December 330,163 989,927

Analysed into:
Current portion 84,245 807,942
Non-current portion 245,918 181,985

The maturity analysis of lease liabilities is disclosed in note 43 to the financial statements.

(c) The amounts recognised in profit or loss in relation to leases are as follows:

2023 2022

RMB’000 RMB’000

(restated)

Interest on lease liabilities 62,913 63,791
Depreciation charge of right-of-use assets 46,580 56,676
Expense relating to short-term leases 35,836 10,926
Total amount recognised in profit or loss 145,329 131,393

(d) The total cash outflow for leases is disclosed in note 34(c) to the financial statements.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

14. GOODWILL

RMB’000

At 1 January 2022:
Cost 102,253
Accumulated impairment =

Net carrying amount 102,253

Cost at 1 January 2022, net of accumulated impairment 102,253
Impairment during the year -

Cost and net carrying amount at 31 December 2022 102,253

At 31 December 2022
Cost 102,253
Accumulated impairment -

Net carrying amount 102,253
Cost at 1 January 2023, net of accumulated impairment 102,253
Acquisition of subsidiaries (Note 33(b)) 184,285

Impairment during the year -

Cost and net carrying amount at 31 December 2023 286,538

At 31 December 2023:
Cost 286,538
Accumulated impairment -

Net carrying amount 286,538

Goodwill acquired through business combinations is allocated to each of the acquired subsidiaries
which are the cash-generating units (“CGUs") for impairment testing within the healthcare business.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

14. GOODWILL (CONTINUED)

15.

The recoverable amount of CGUs has been determined based on a value-in-use calculation using cash
flow projections based on financial budgets covering a five-year period which can be justified approved
by senior management. The post-tax discount rates applied to the cash flow projections are 11.48% to
14% (2022: 13% to 15%). The implied pre-tax discount rates for the cash flow projections are 13.5%
10 16.6% (2022: 14.44% to 15%). As at 31 December 2023, the Group assessed the impairment of
goodwill and the recoverable amount exceeded the carrying amount, and hence the goodwill was not
regarded as impaired (2022: Nil).

Assumptions were used in the value in use calculation of the CGUs for 31 December 2023 and 31
December 2022. The following describes each key assumption on which management has based its
cash flows projections to undertake impairment testing of goodwill.

Budgeted gross margin — the basis used to determine the value assigned to the budgeted gross margin
is the average gross margin achieved in the year immediately before the budget year, increased for
expected efficiency improvement, and expected market development.

Discount rates — the discount rates used reflect specific risks relating to the unit. The values assigned
to the key assumptions on market development, and the discount rates are comparable to external
information sources.

INVESTMENT IN A JOINT VENTURE
2023 2022
RMB’000 RMB’000
Carrying amount of the investment 496,472 486,195
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

15.INVESTMENT IN A JOINT VENTURE (CONTINUED)

Particulars of the Group's joint venture are as follows:

Place of
incorporation/ Percentage of

Ownership Profit

registration and

Company name

m)IRERREEARAR
(Sichuan Huankang Hospital
management Co., Ltd.)

interest sharing

business

PRC/Chinese Mainland 53.30% 53.30%

Principal activities

Hospital management

Under a joint venture agreement with a joint venture partner of Panzhihua Iron and Steel (Group)
Company Limited and Panzhihua Pangang Group Mining Company dated 30 September 2019, both
parties have agreed to share the control over the economic activities of Sichuan Huankang Hospital

Management Co., Ltd. amongst the joint venture partners.

The following table illustrates the summarised financial information in respect of Sichuan Huankang
Hospital Management Co., Ltd. adjusted for any differences in accounting policies and reconciled to

the carrying amount in the financial statements:

2023 2022
RMB’000 RMB‘000
Non-current assets 334,223 339,533
Cash and cash equivalents 13 40
Current assets 647,400 624,063
Current liabilities (8,453) (9,754)
Non-current liabilities (20) -
Net assets 973,163 953,882
Reconciliation to the Group's interest in the joint venture:
Proportion of the Group’s ownership 53.30% 53.30%
Group's share of net assets of the joint venture 518,696 508,419
Effect of unpaid consideration on the share of net asset (22,224) (22,224)
Carrying amount of the investment 496,472 486,195
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

15.INVESTMENT IN A JOINT VENTURE (CONTINUED)

2023 2022

RMB’000 RMB’000

Revenue 41,501 42,257

Administrative expenses (8,535) (6,763)

Other expenses (44) (39)
Profit and total comprehensive income for the period after

the Group's investment 25,233 25,235

16. INVESTMENTS IN ASSOCIATES

2023 2022

RMB’000 RMB’000

Share of net assets 107,123 28,769

The following table illustrates the aggregate financial information of the Group’s associates that are

not individually material:

2023 2022

RMB’000 RMB'000

Carrying amount of the investments 107,123 28,769
Share of the associates’ profit or loss for the year (7,069) 12
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

17. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2023 2022
RMB’000 RMB’'000
Unlisted debt investments, at fair value 216,641 245,987

The above debt investments were mandatorily classified as financial assets at fair value through profit
or loss as their contractual cash flows are not solely payments of principal and interest.

The above debt investments at 31 December 2023 included a carrying amount of RMB216,641,000 (31
December 2022: RMB245,987,000), and they were investments of priorities tranches of asset-backed
securities. The Group does not have the current ability to direct the activities of those products that
significantly affect their returns. The Group’s maximum exposure to those debt investments approximates
to their carrying amounts.

18. DERIVATIVE FINANCIAL INSTRUMENTS

2023 2022
Assets Liabilities Assets Liabilities
RMB’000 RMB’000 RMB’000 RMB’000
Forward currency contracts 208,513 25,324 146,220 120,802
Interest rate swaps 32,935 1,284 62,642 -
Cross-currency interest rate swaps 22,522 - 23,292 -
Total 263,970 26,608 232,154 120,802

Portion classified as non-current:

Forward currency contracts - - 20,320 83,308
Interest rate swaps - - 56,932 -
Cross-currency interest rate swaps - - 23,292 =
- - 100,544 83,308

Current portion 263,970 26,608 131,610 37,494
263,970 26,608 232,154 120,802
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Cash flow hedge under HKFRS 9

During the year, the Group newly designated 3 (2022: 19) foreign exchange rate contracts and 4 (2022:
Nil) interest rate swap contracts, as hedges for future cash flows arising from borrowings which will
be settled in United States dollars and Hong Kong dollars.

There is an economic relationship between the hedged items and the hedging instruments as the terms
of the forward currency contracts, interest rate swap contracts and cross-currency interest rate swaps
match the terms of the bank loans (i.e., notional amount, expected payment date and interest rate).
The Group has established a hedge ratio of 1:1 for the hedging relationships as the underlying risks
of the forward currency contracts, interest rate swap contracts and cross-currency interest rate swaps
are identical to the hedged risk components. To measure the hedge effectiveness, the Group uses the
hypothetical derivative method and compares the changes in the fair value of the hedging instruments
against the changes in fair value of the hedged items attributable to the hedged risks.

The Group holds forward currency contracts, with a positive net fair value of RMB81,254,000 (31
December 2022: RMB22,146,000) and a total notional amount of USD815,123,000 (31 December
2022: USD1,783,123,000). These forward currency contracts were designated as hedging instruments
in cash flow hedges of currency risks arising from bank loans denominated in United States dollars.

The Group holds interest rate swap contracts, with a positive net fair value of RMB15,844,000 (31
December 2022: RMB37,215,000), and a total notional amount of USD69,250,000 (31 December
2022: USD118,250,000) whereby the Group pays a fixed rate of interest on the USD notional amount
at 2.00% to 2.35% per annum. The swaps are being used to hedge the interest rate exposure of two
floating rate long-term borrowings denominated in United States dollars with a total face value of
USD69,250,000 (31 December 2022: USD118,250,000), a positive net fair value of RMB17,091,000 (31
December 2022: RMB25,427,000), and a total notional amount of HKD2,745,150,000 (31 December
2022: HKD540,150,000) whereby the Group pays a fixed rate of interest on the HKD notional amount
at 2.00% to 4.44% per annum. The swaps are being used to hedge the interest rate exposure of
five floating rate long-term borrowings denominated in Hong Kong dollars with a total face value of
HKD2,745,150,000 (31 December 2022: HKD540,150,000).

The Group holds cross-currency interest rate swaps, with a positive net fair value of RMB22,522,000
(31 December 2022: RMB23,292,000), and a total notional amount of USD34,744,000 (31 December
2022: USD48,843,000) whereby the Group pays a fixed rate of interest on the USD notional amount
at 3.72% to 3.93% per annum. These swaps were designated as hedging instruments in cash flow
hedges of currency risks arising from bank loans denominated in United States dollars and are being
used to hedge the interest rate exposure of six floating rate long-term borrowings denominated in
United States dollars with the total face value of USD34,744,000 (31 December 2022: USD48,843,000).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Cash flow hedge under HKFRS 9 (continued)

The Group holds the following forward currency contracts, interest rate swap contracts and cross-
currency interest rate swaps:

Maturity
Less than 6to9 9to 12 1t02 2to5

3 months months months years years

As at 31 December 2023
Forward currency contracts

Notional amount (in USD'000) 63,600 113,500 621,523 16,500 - - 815,123
Average forward rate
(USD/RMB) 7.00 7.06 6.61 6.77 - -
Interest rate swap contracts
Notional amount (in USD'000) - - 69,250 - - - 69,250
Average fixed rate - - 2.17% - - -
Notional amount (in HKD'000) 775,000 800,000 1,170,150 - - - 2,745,150
Average fixed rate 4.44% 3.80% 3.24% - - -
Cross-currency interest rate
swaps
Notional amount (in USD'000) 4,528 30,216 - - - - 34,744
Average forward rate
(USD/RMB) 6.46 6.42 - - - -
Average fixed rate 3.72% 3.92% - - - -
Hedge rate 100.00%  100.00%  100.00%  100.00% - -

2 1 6 Genertec Universal Medical Group Company Limited



NOTES TO FINANCIAL STATEMENTS

31 December 2023

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Cash flow hedge under HKFRS 9 (continued)

Maturity
Less than 3t06 6109 910 12 1102

3 months months months months years

As at 31 December 2022
Forward currency contracts

Notional amount (in USD'000) 4,600 73,300 4,600 803,300 897,323 - 1,783,123
Average forward rate (USD/
RMB) 6.76 7.01 6.82 6.63 6.75 -
Interest rate swap contracts
Notional amount (in USD'000) - 49,000 - - 69,250 - 118,250
Average fixed rate - 1.76% - - 2.18% -
Notional amount (in HKD'000) - - - - 540,150 - 540,150
Average fixed rate - - - - 2.23% -
Cross-currency interest rate
swaps
Notional amount (in USD'000) - - - - 48,843 - 48,843
Average forward rate (USD/
RMB) - - - - 6.43 -
Average fixed rate - - - - 3.89% -
Hedge rate 100.00%  100.00%  100.00%  100.00%  100.00% -
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Cash flow hedge under HKFRS 9 (continued)

The impacts of the hedging instruments on the statement of financial position are as follows:

Notional Carrying Line item in the Change in

amount amount statement of fair value
USD/HKD'000 RMB’000 financial position RMB’000

As at 31 December 2023
Derivative financial

instruments (asset/

Forward currency contracts (USD/RMB) 815,123 81,254 liabilities) 59,108
Derivative financial

Interest rate swaps (in USD'000) 69,250 15,844 instruments (assets) (21,371)
Derivative financial

Interest rate swaps (in HKD'000) 2,745,150 17,091 instruments (assets) (8,336)
Derivative financial

Cross-currency interest rate swaps (USD/RMB) 34,744 22,522 instruments (assets) (770)

As at 31 December 2022
Derivative financial
instruments (asset/

Forward currency contracts (USD/RMB) 1,783,123 22,146 liabilities) 328,474
Derivative financial

Interest rate swaps (in USD'000) 118,250 37,215 instruments (assets) 32,542
Derivative financial

Interest rate swaps (in HKD'000) 540,150 25,427 instruments (assets) 24,588
Derivative financial

Cross-currency interest rate swaps (USD/RMB) 48,843 23,292 instruments (assets) 31,658

The impacts of the hedged items on the statement of financial position are as follows:

Cash flow hedge reserve

2023 2022
RMB’000 RMB’000

Unsecured bank loans 262,695 708,556
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NOTES TO FINANCIAL STATEMENTS

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)

Cash flow hedge under HKFRS 9 (continued)

31 December 2023

The effects of the cash flow hedge on the statement of profit or loss and the statement of comprehensive

income are as follows:

Year ended 31 December 2023

Total hedging gain/(loss) recognised

in other comprehensive income
Gross

amount  Tax effect Total
RMB'000  RMB'000  RMB'000

Amount reclassified from other

comprehensive income to profit or loss

Gross
amount  Tax effect Total
RMB'000  RMB'000  RMB'000

Line item in the
statement of
profit or loss

Other expense/
Other income

Forward currency contracts 59,108 (19,795) 39,313 444,688 (66,493) 378,195 and gains
Other expense/
Cross-currency interest Other income
rate swaps (770) 193 (577) 1173 (293) 880  and gains
Interest rate swaps (29,707) - (29,707) - - - NA
Total 28,631 (19,602) 9,029 445,861 (66,786) 379,075

Year ended 31 December 2022

Total hedging gain/(loss) recognised
in other comprehensive income
Gross
amount  Tax effect Total
RMB'000 RMB'000 RMB'000

Forward currency contracts 328,474 (71,634) 256,840
Cross-currency interest

Amount reclassified from other
comprehensive income to profit or loss
Gross
amount  Tax effect Total
RMB'000 RMB'000 RMB'000

(941,045) 176,457 (764,588)

(32,927) 8,226 (24,701)

Line item in the
statement of

profit or loss

Other expense/Other
income and gains
Other expense/Other
income and gains

N/A

rate swaps 31,658 (7,915) 23,743
Interest rate swaps 57,130 - 57,130
Total 417,262 (79,549) 337,713

(973,972) 184,683 (789,289)
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

18. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)
Derivative financial instruments — transactions not qualifying as hedges:

Forward currency contracts with a total nominal amount of USD432,477,000 (2022: a total nominal
amount of USD182,477,000) and interest rate swaps with a total nominal amount of USD175,000,000
(2022: Nil) are not designated for hedge purposes and are measured at fair value through profit or
loss. An unrealised profit on the fair value of these financial derivatives amounting to RMB97,379,000
(2022: RMB6,389,000) was included in the statement of profit or loss during the year ended 31
December 2023.

19.INVENTORIES

2023 2022

RMB’000 RMB'000
(restated)

Finished goods 431,141 388,052

20. LOANS AND ACCOUNTS RECEIVABLES

2023 2022

RMB’000 RMB’000
(restated)

Loans and accounts receivables due within 1 year 25,718,469 23,478,653
Loans and accounts receivables due after 1 year 41,543,421 41,404,185
Total 67,261,890 64,882,838
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)
20a.Loans and accounts receivables by nature

2023

RMB’000

2022
RMB’000
(restated)

Gross lease receivables (note 20b) 4,648,711 7,324,293
Less: Unearned finance income (1,534,107) (1,510,528)
Net lease receivables (note 20b) ** 3,114,604 5,813,765
Receivables arising from sale-and-leaseback

arrangements (note 20c) ** 62,698,125 58,011,919
Factoring receivables (note 20d) ** 1,535,856 1,408,147
Subtotal of interest-earning assets 67,348,585 65,233,831
Accounts receivable (note 20e) * 1,790,060 1,367,505
Notes receivable (note 20f) 41,478 1,900
Subtotal of loans and accounts receivables 69,180,123 66,603,236
Less:
Provision for lease receivables (630,018) (777,701)
Provision for receivables arising from

sale-and-leaseback arrangements (1,221,210) (895,092)
Provision for factoring receivables (33,745) (21,958)
Provision for interest-earning assets (note 20g) (1,884,973) (1,694,751)
Provision for accounts receivable (note 20e) (33,260) (25,647)
Total 67,261,890 64,882,838

* These balances included balances with related parties which are disclosed in note 20i to the financial

statements.

**  These balances are included in the interest-earning assets disclosed in note 20g.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)

20b(1). An ageing analysis of the lease receivables, determined based on the age of the receivables since
the effective dates of the relevant lease contracts, as at the end of the reporting period is as
follows:

2023 2022

RMB’000 RMB’'000
(restated)

Gross lease receivables:

Within 1 year 12,759 -
3 years and beyond 4,635,952 7,324,293
Total 4,648,711 7,324,293
2023 2022

RMB’000 RMB'000

Net lease receivables:

Within 1 year 10,245 -
3 years and beyond 3,104,359 5,813,765
Total 3,114,604 5,813,765
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)

20b(2). The table below illustrates the gross and net amounts of the lease receivables the Group expects
to receive in the following consecutive accounting years:

2023 2022

RMB’000 RMB’'000

Gross lease receivables:

Due within 1 year 1,885,326 4,754,900
Due in 1 to 2 years 1,347,270 1,802,753
Due in 2 to 3 years 774,988 653,316
Due after 3 years and beyond 641,127 113,324
Total 4,648,711 7,324,293
2023 2022

RMB’000 RMB’000

Net lease receivables:

Due within 1 year 1,043,354 3,695,780
Due in 1 to 2 years 950,529 1,537,037
Due in 2 to 3 years 613,745 560,898
Due after 3 years and beyond 506,976 20,050
Total 3,114,604 5,813,765
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)

20b(2). There was no unguaranteed residual value in connection with finance lease arrangements or
contingent lease arrangements of the Group that needed to be recorded as at the end of the
reporting period.

As at 31 December 2023, the amounts of the gross lease receivables and net lease receivables
pledged as security for the Group's borrowings were nil and nil (As at 31 December 2022:
RMB300,478,000 and RMB282,716,000), respectively.

20c(1). An ageing analysis of receivables arising from sale-and-leaseback arrangements, determined based
on the age of the receivables since the effective dates of the relevant loan contracts, as at the
end of the reporting period is as follows:

2023 2022

RMB’000 RMB‘000

Within 1 year 25,172,504 23,420,268
1 to 2 years 16,118,369 19,579,695
2 to 3 years 12,699,822 8,585,709
3 years and beyond 8,707,430 6,426,247
Total 62,698,125 58,011,919

20¢(2). The table below illustrates the amounts of receivables arising from sale-and-leaseback arrangements
the Group expects to receive in the following consecutive accounting years:

2023 2022

RMB’000 RMB’'000

Due within 1 year 22,795,624 18,561,312
Due in 1 to 2 years 18,639,344 16,636,111
Due in 2 to 3 years 12,288,560 12,846,286
Due after 3 years and beyond 8,974,597 9,968,210
Total 62,698,125 58,011,919

As at 31 December 2023, the Group's receivables arising from sale-and-leaseback arrangements
pledged or charged as security for the Group’s bank and other borrowings amounted to
RMB8,799,229,000 (31 December 2022: RMB6,133,017,000).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)

20d. An ageing analysis of the factoring receivables, determined based on the age of the receivables

since the recognition date of the factoring receivables, as at the end of the year is as follows:

2023 2022

RMB’000 RMB’'000

Within 1 year 688,496 986,647
More than 1 year 847,360 421,500
Total 1,535,856 1,408,147

20e(1). An ageing analysis of the accounts receivable, determined based on the age of the receivables
since the recognition date of the accounts receivable, as at the end of the year is as follows:

2023 2022

RMB’'000 RMB’000
(restated)

Within 1 year 1,636,210 1,294,356
More than 1 year 153,850 73,149
Total 1,790,060 1,367,505

Accounts receivable arose from the sale of medical equipment and medicines and the provision
of medical services. Except for some specific contracts, the Group generally does not provide
credit terms to customers.

2¢2. Provision for accounts receivable

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on ageing for groupings of various customer
segments with similar loss patterns.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)
2¢2). Provision for accounts receivable (continued)

Set out below is the information about the credit risk exposure on the Group's accounts receivable
using a provision matrix:

As at 31 December 2023

Ageing
Within 1 year Over 1 years Total
RMB’000 RMB’000 RMB’000
Gross carrying amount 1,636,210 153,850 1,790,060
Expected credit loss 11,257 22,003 33,260
Average expected credit loss rate 0.69% 14.30% 1.86%

As at 31 December 2022

Ageing
Within 1 year Over 1 years Total
RMB'000 RMB’'000 RMB’000
Gross carrying amount (restated) 1,294,356 73,149 1,367,505
Expected credit loss (restated) 3,172 22,475 25,647
Average expected credit loss rate
(restated) 0.25% 30.72% 1.88%

2f.  An ageing analysis of the notes receivable, determined based on the age of the receivables since
the recognition date of the notes receivable, as at the end of the year is as follows:

2023 2022

RMB’000 RMB’'000

Within 1 year 41,478 1,900
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)
20g. Analysis of interest-earning assets

Stage | Stage Il Stage lll

(12-month (Lifetime (Lifetime
As at 31 December 2023 ECLs) ECLs) ECLs-impaired) Total
RMB’'000 RMB’000 RMB’000 RMB’'000
Total interest-earning assets 60,239,150 6,446,992 662,443 67,348,585
Allowance for impairment losses (945,255) (591,420) (348,298) (1,884,973)
Interest-earning assets, net 59,293,895 5,855,572 314,145 65,463,612

Stage | Stage |l Stage IIl
(12-month (Lifetime (Lifetime

As at 31 December 2022 ECLs) ECLs)  ECLs-impaired) Total
RMB'000 RMB'000 RMB'000 RMB'000

Total interest-earning assets 58,052,407 6,342,938 838,486 65,233,831
Allowance for impairment losses (688,107) (639,852) (366,792) (1,694,751)
Interest-earning assets, net 57,364,300 5,703,086 471,694 63,539,080

20h. Movements in provision for interest-earning assets

The Group has applied the general approach to providing for expected credited losses (“ECLs"),
which permits the use of either a twelve-month basis or a lifetime basis to record expected credit
losses based on an expected credit loss model for interest-earning assets.

The Group has conducted an assessment of ECLs according to forward-looking information and
used appropriate models and a large number of assumptions in its expected measurement of credit
losses. These models and assumptions relate to the future macroeconomic conditions and the
borrower’s creditworthiness (e.g., the likelihood of default by customers and the corresponding
losses). The Group has adopted judgement, assumptions and estimation techniques in order to
measure ECLs according to the requirements of accounting standards, such as the criteria for
judging significant increases in credit risk, definition of credit-impaired financial assets, parameters
for measuring ECLs and forward-looking information.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)

20h. Movements in provision for interest-earning assets (continued)

2023

Stage | Stage Il Stage Il

(12-month (Lifetime (Lifetime
ECLs) ECLs) ECLs-impaired) Total
RMB'000 RMB’000 RMB'000 RMB'000
At beginning of the year 688,107 639,852 366,792 1,694,751
Impairment losses for the year 93,066 18,481 78,375 189,922
Conversion to Stage | 195,699 (195,699) - -
Conversion to Stage I (31,617) 156,471 (124,854) -
Conversion to Stage |l - (27,685) 27,685 -

Recoveries of interest-earning assets
previously written off - - 300 300
At end of the year 945,255 591,420 348,298 1,884,973
2022

Stage | Stage |l Stage Il

(12-month (Lifetime (Lifetime
ECLs) ECLs)  ECLs-impaired) Total
RMB'000 RMB'000 RMB'000 RMB'000
At beginning of the year 589,413 498,358 344,510 1,432,281
Impairment losses for the year 104,091 135,543 64,900 304,534
Conversion to Stage | 41,668 (41,668) - -
Conversion to Stage |l (47,065) 84,580 (37,515) -
Conversion to Stage Il - (36,961) 36,961 -
Write-off - - (42,064) (42,064)
At end of the year 688,107 639,852 366,792 1,694,751
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

20. LOANS AND ACCOUNTS RECEIVABLES (CONTINUED)
20i. BALANCES WITH RELATED PARTIES

The balances of loans and accounts receivables of the Group included the balances with related
parties are as follows:

Accounts receivable:

2023 2022

RMB'000 RMB’'000
(restated)

Shenyang Aerospace Hospital 4,650 -
Shanghai Electric Power Hospital 2,684 -
China National Instruments Import &

Export (Group) Corporation 1,805 1,805
China Meheco Beijing Baitai-Borui Technology

Co., Ltd. 51 48
Total due from related parties 9,190 1,853

The above related parties are subsidiaries of China General Technology (Group) Holding Company
Limited (“Genertec Group").

The balances with the related parties are unsecured, interest-free and repayable on demand.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

21. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2023 2022
RMB’000 RMB’000
(restated)

Current:
Prepayments 87,457 110,719
Other receivables 527,698 512,349
Other current assets 71,108 49,948
Due from related parties 21a 24,991 26,762
Interest receivables - 3,961
Total — current 711,254 703,739

Non-current:
Subordinated tranches of asset-backed

securities 200,983 172,519
Continuing involvement in transferred assets
(Note 44) 309,499 280,968
Prepayments for non-current assets 90,445 192,237
Other receivables for non-current assets 3,663 -
Other non-current assets 25,941 20,228
Total — non-current 630,531 665,952
Impairment allowance (31,259) (36,073)
Total 1,310,526 1,333,618
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

21.PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS
(CONTINUED)

21a. BALANCES WITH RELATED PARTIES

Particulars of amounts due from related parties are as follows:

2023 2022
RMB’000 RMB’000

Due from related parties:

Genertec Group Healthcare Digital

Technology (Beijing) Co., Ltd. (iii) 21,185 -
Genertec Group Asset Management

Co., Ltd. (i) 3,476 -
Genertec Finance Co., Ltd. (i) 253 13,553
China General Technology (Group)

Holding Company Limited (i) 70 54
China General Consulting & Investment

Co., Ltd. (i) 5 .
China Xinxing Construction &

Development Co., Ltd. (i) 1 7,846
Genertec International Logistics Co., Ltd. (i) 1 1
Instrimpex International Tendering Co.,

Ltd. (i) - 2,495
Genertec Hong Kong International Capital

Limited (i) - 1,126
China Telecommunication Construction

No.5 Engineering Co., Ltd. (i) - 850
Paryocean Properties Co., Ltd. (i) - 322
Sichuan Huankang Hospital Management

Co., Ltd. (ii) - 316
China National Instruments Import &

Export (Group) Corporation (i) - 159
China Meheco Beijing Baitai-Borui

Technology Co., Ltd. (i) - 40

Total due from related parties 24,991 26,762

i

(ii)

(iii)

The above related parties are subsidiaries of Genertec Group. The balances with the related parties are

unsecured and interest-free.

The above related party is a joint venture of the Group. The balance with the related party is unsecured

and interest-free.

The above related party is an associate of the Group. The balance with the related party is unsecured

and interest-free.

2023 Annual Report

231



NOTES TO FINANCIAL STATEMENTS

31 December 2023

22. CASH AND CASH EQUIVALENTS AND RESTRICTED DEPOSITS

2023 2022
RMB’000 RMB’'000
(restated)

Cash and bank balances 3,539,945 3,333,645
Time deposits - 150,000
Subtotal 3,539,945 3,483,645

Less: Restricted deposits:

Pledged deposits and restricted bank deposits (690,972) (628,303)
Time deposits with original maturity of more than

three months - (150,000)

Cash and cash equivalents 2,848,973 2,705,342

As at 31 December 2023, the cash and bank balances of the Group denominated in RMB amounted
to RMB3,395,033,000 (31 December 2022: RMB3,069,301,000 (restated)). RMB is freely convertible
into other currencies, however, under Chinese Mainland's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at either fixed or floating rates based on daily bank deposit rates.

As at 31 December 2023, cash of RMB671,852,000 (31 December 2022: RMB628,303,000) was pledged
and restricted for bank and other borrowings.

As at 31 December 2023, cash of RMB19,120,000 (31 December 2022: Nil) was pledged for bank
acceptances, letters of credit and others.

As at 31 December 2023, cash of RMB1,534,481,000 (31 December 2022: RMB1,217,090,000 (restated))
was deposited with Genertec Finance Co., Ltd., a related party.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

23.DEBT INVESTMENTS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

2023 2022

RMB’000 RMB’'000
(restated)

Measured at fair value:
Notes receivable 11,415 -

24. TRADE AND BILLS PAYABLES

2023 2022

RMB'000 RMB’'000
(restated)

Bills payables 966,478 615,096
Trade payables 1,905,748 1,651,391
Due to related parties (note 24b) 116,447 27,937
Total 2,988,673 2,294,424

The trade and bills payables are non-interest-bearing and are normally repayable within one year.

24a. An ageing analysis of the trade and bills payables as at the end of the reporting period, based
on the invoice date, is as follows:

2023 2022

RMB’000 RMB’000
(restated)

Within 1 year 2,742,560 2,233,744
1 to 2 years 222,336 33,844
2 to 3 years 4,710 2,761
Over 3 years 19,067 24,075
Total 2,988,673 2,294,424
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

24. TRADE AND BILLS PAYABLES (CONTINUED)
24b. BALANCES WITH RELATED PARTIES

Particulars of the amounts due to related parties are as follows:

2023 2022

RMB’000 RMB’000
(restated)

Trade payables:
China Xinxing Construction Engineering

Co., Ltd. (i) 73,231 27,170
China Meheco Beijing Baitai-Borui

Technology Co., Ltd. (i) 40,499 290
Handan General Pharmaceutical Co., Ltd. (i) 1,424 -
Genertec Group Healthcare Digital

Technology (Beijing) Co., Ltd. (i) 371 -
Instrimpex International Tendering Co.,

Ltd. (i) 339 -
China Telecommunication Construction

No.5 Engineering Co., Ltd. (i) 228 -
Genertec Group Beijing Yongzheng

Pharmaceutical Co., Ltd. (i) 185 -
Genertec lItalia s.r.l. (i) 84 79
Genertec International Logistics Co., Ltd. (i) 79 79
Beijing Meikang Baitai Pharmaceutical

Technology Co., Ltd. (i) 7 -
Genertec Europe Temax GmbH (i) - 319

Total due to related parties 116,447 27,937

(i)  The above related parties are subsidiaries of Genertec Group.

(i)  The above related party is an associate of the Group.

(iii)  The balances with the related parties are unsecured, interest-free or based on the payment schedules
agreed between the Group and the respective parties.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

25. OTHER PAYABLES AND ACCRUALS

2023 2022

Notes RMB’000 RMB’'000
(restated)

Current:

Lease deposits due within one year 1,039,304 455,431
Accrued salaries 439,161 305,630
Welfare payables 62,447 51,561
Current portion of post-retirement benefit

obligation 29 6,895 7,179
Contract liabilities 25a 248,489 263,874
Due to related parties 25b 303,829 363,280
Other taxes payable 148,103 85,677
Interest payable 260,676 315,649

Funds collected on behalf of special purpose
entities in relation to asset-backed

securitisations* 1,073,211 619,573
Other payables 818,799 775,677
Total — current 4,400,914 3,243,531
Non-current:
Lease deposits due after one year 3,494,480 3,348,185
Accrued salaries 865,455 850,392
Non-current portion of retirement benefit
obligation 29 82,946 84,924
Deferred income 28,926 21,253
Other payables 10,044 19,548
Total — non-current 4,481,851 4,324,302
Total 8,882,765 7,567,833

i The Group transferred loans and accounts receivables to special purpose entities. The Group collected the

receivables on behalf of special purpose entities and would pay the funds based on the payment schedule
agreed between the Group and the special purpose entities.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

25. OTHER PAYABLES AND ACCRUALS (CONTINUED)

25a. Details of contract liabilities are as follows:

31 December 31 December L ELDETRY

2023 2022 2022

RMB’000 RMB’000 RMB’000

(restated) (restated)

Service fee income 81,833 67,025 3,108
Sale of finished goods 22,028 31,040 9,248
Healthcare service 144,628 165,809 151,054
Total contract liabilities 248,489 263,874 163,410

Contract liabilities include short-term advances received to deliver goods and render services.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

25. OTHER PAYABLES AND ACCRUALS (CONTINUED)
25b. BALANCES WITH RELATED PARTIES

Details of the amounts due to related parties are as follows:

2023 2022

RMB’000 RMB’'000

Due to related parties
Sichuan Huankang Hospital

Management Co., Ltd. (ii) 138,626 351,977
Genertec Group Healthcare Digital

Technology (Beijing) Co., Ltd. (iii) 134,707 -
Genertec Hong Kong International

Capital Limited (i) 21,462 11,303
Sichuan Zhonggqi Healthcare Industry

Co., Ltd. (iv) 6,716 -
China XinXing Construction &

Development Co., Ltd. (i) 2,318 -
Total due to related parties 303,829 363,280

(i)  The above related parties are subsidiaries of Genertec Group. The balance with related parties were
unsecured and repayable based on the payment schedule agreed between the Group and the related
parties.

(i) The above related party is a joint venture of the Group. The balance with a related party was unsecured
and repayable based on the payment schedule agreed between the Group and the related party.

(iii)  The above related party is an associate of the Group. The balance with a related party was unsecured
and repayable based on the payment schedule agreed between the Group and the related party.

(iv)  The above related party is a subsidiary of the joint venture. The balance with a related party was
unsecured and repayable based on the payment schedule agreed between the Group and the related
party.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

26. INTEREST-BEARING BANK AND OTHER BORROWINGS

31 December 2023 31 December 2022
Effective Effective
annual annual
interest rate NEEEE
(%) Maturity RMB'000 (%) Maturity RMB'000
Current;
Bank loans
- secured 2.70~2.80 2024 400,000 2.80 2023 200,000
- unsecured 2.50~6.56 2024 6,200,697 2.05-3.98 2023 2,318,976
Current portion of long-term hank loans:
- secured 2.90~3.95 2024 2,586,417 3.05~4.99 2023 1811973
- Unsecured 2.50~6.93 2024 6,791,666 3.20~5.57 2023 8,519,140
Lease liabilities
- secured 4.50 2024 67,337 3.85 2023 767,574
- Unsecured 4.75~4.90 2024 16,908 4.75~4.90 2023 40,368
Bonds payables
- unsecured 2.28-3.19 2024 6,445,381 1.80~4.30 2023 7,144.759
Due 1o a related party
- Unsecured 2.85~2.95 2024 29,199 - - -
Total - current 22,537,605 20,802,790

Non-current;

Bank loans

- secured 2.90~3.85 2025~2028 5,346,383 3.05~4.70 2024~2027 3,213,343

- unsecured 2.50~3.75 2025~2030 5,090,152 2.50~5.59 2024~2027 8,216,816
Bonds payables

~ unsecured 3.00~3.65 2025~2028 8,993,483 3.08~4.33 2024~2027 9,420,547
Lease liabilities

- secured 450 2025 31,700 - - -

- unsecured 4.75~4.90 2025~2031 214,218 4.75~4.90 2024~2031 181,985
Due to related parties

~ unsecured 3.65~6.81 2025~2027 4,416,540 3.80~5.31 2024~2025 4,092,920
Subtotal - non-current 24,092,476 25,125,611
Convertible bonds

- host debts (Note 27) 2.00 2026 1,019,519 2.00 2026 982,982
Total - non-current 25,111,995 26,108,593
Total 47,649,600 46,911,383
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

26.INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

The carrying amounts of borrowings are denominated in the following currencies:

2023 2022

RMB’000 RMB'000

Hong Kong dollar 3,054,146 3,770,991
RMB 38,504,534 32,720,554
United States dollar 6,090,920 10,419,838
Total 47,649,600 46,911,383

An analysis of the carrying amounts of borrowings by type of interest rate is as follows:

2023 2022

RMB’000 RMB’000

Fixed interest rate 24,431,290 21,344,980
Variable interest rate 23,218,310 25,566,403
Total 47,649,600 46,911,383
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

26.INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

2023 2022
RMB’000 RMB’000
Analysed into:
Bank loans repayable:

Within one year 15,978,780 12,850,089
In the second year 5,834,915 8,634,240
In the third to fifth years, inclusive 4,280,412 2,795,919
Beyond five years 321,208 -
Subtotal 26,415,315 24,280,248

Other borrowings repayable:
Within one year 6,558,825 7,952,701
In the second year 4,958,695 292,831
In the third to fifth years, inclusive 9,553,227 14,385,603
Beyond five years 163,538 -
Subtotal 21,234,285 22,631,135
Total 47,649,600 46,911,383

Notes:

(@) Asat31 December 2023, the Group's bank and other borrowings secured by loans and accounts receivables, cash
and bank balances and restricted deposits were RMB8,429,333,000 (31 December 2022: RMB5,992,890,000).

(b) As at 31 December 2023, the principal amounts of the Group’s borrowings from related parties were
RMB2,116,540,000 from Genertec HongKong International Capital Limited, RMB2,300,000,000 from China
General Technology (Group) Holding Company Limited and RMB29,199,000 from Genertec Finance Co.,
Ltd. (31 December 2022: RMB2,092,920,000 from Genertec HongKong International Capital Limited and

RMB2,000,000,000 from China General Technology (Group) Holding Company Limited).

() As at 31 December 2023, China General Technology (Group) Holding Company Limited provided a comfort
letter for bank borrowings in an amount of RMB1,730,976,000 (31 December 2022: RMB11,335,933,000).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

27. CONVERTIBLE BONDS

On 25 March 2021, Genertec Universal Medical Development (BVI) Co., Ltd., a wholly-owned subsidiary
of the Company issued the Convertible Bonds under the Specific Mandate (the “Convertible Bonds")
with a nominal value of USD150,000,000. The Convertible Bonds will be unconditionally and irrevocably
guaranteed by the Company. There was no movement in the number of these convertible bonds
during the year. The Convertible Bonds are convertible at the option of the bondholders into ordinary
shares of the Company with the initial conversion price of HKD6.56 per share at any time on or after
25 March 2021 (the “Issue Date”) and up to 5:00 p.m. on the fifteenth day prior to 25 March 2026
(the “Maturity Date”). The conversion price of the Convertible Bonds was adjusted from HKD6.56 per
share to HKD6.47 per share with effect from 18 June 2021 as a result of the declaration of the final
dividend for the year ended 31 December 2020, and was further adjusted from HKD6.47 per share to
HKD6.28 per share and then to HK6.09 per share with effect from 16 June 2022 and 16 June 2023
respectively as a result of the declaration of the final dividend for the year ended 31 December 2021
and 31 December 2022. The Convertible Bonds are redeemable at the option of the bondholders at
100.00 per cent of their principal amount on 25 March 2024 or 2025. Any of the Convertible Bonds
not converted will be redeemed on 25 March 2026 at 100.00 percent of their principal amount. The
Convertible Bonds carry interest at a rate of 2.0 percent per annum, and interest is payable semi-
annually in arrears on 25 March and 25 September.

The fair value of the liability component was estimated at the issuance date using an equivalent market
interest rate for a similar bond without a conversion option. The residual amount is assigned as the
equity component and is included in shareholders' equity.

The convertible bonds issued have been split into the liability and equity components as follows:

2023 2022
RMB’000 RMB’'000

Nominal value of convertible bonds issued 979,230 979,230
Equity component (75,486) (75,486)
Direct transaction costs attributable to the equity

component (1,020) (1,020)
Direct transaction costs attributable to the liability

component (12,037) (12,037)
Liability component at the issuance date 890,687 890,687
Interest expense 106,529 65,755
Interest paid (50,700) (29,685)
Exchange realignment 73,003 56,225
Liability component at 31 December (Note 26) 1,019,519 982,982
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31 December 2023

28. DEFERRED TAX

The movements in deferred tax liabilities and assets during the year are as follows:

Deferred tax assets

Fair value

loss on
Salary and derivative

welfare  Cash flow financial
Impairment payable hedges instruments Others Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Gross deferred tax assets at
1 January 2023 (restated) 422,490 199,645 160,324 10,165 7,939 800,563

Credited to the statement of profit

or loss during the year 44,815 38,692 (2,728) (10,165) (3,291) 67,323
Credited to reserves - - (86,388) - - (86,388)
Business combination not under

common control (Note 33(b)) 825 - - - 675 1,500

Gross deferred tax assets at
31 December 2023 468,130 238,337 71,208 - 5,323 782,998

Gross deferred tax assets at
1 January 2022, as previously

reported 354,632 168,785 27,524 45,103 6,335 602,379
Business combination under common

control (Note 33(a)) = = - = 9 9
Gross deferred tax assets at

1 January 2022 (restated) 354,632 168,785 27,524 45,103 6,344 602,388
Credited to the statement of profit

or loss during the year (restated) 67,858 30,860 27,666 (34,938) 1,595 93,041
Credited to reserves - - 105,134 - - 105,134

Gross deferred tax assets at
31 December 2022 (restated) 422,490 199,645 160,324 10,165 7,939 800,563
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

28. DEFERRED TAX (CONTINUED)

The movements in deferred tax liabilities and assets during the year are as follows: (continued)

Deferred tax liabilities

Fair value
gain on
derivative

Lease HLELTYE]
deposits instruments Others Total
RMB'000 RMB'000 RMB’'000 RMB'000

Gross deferred tax liabilities at

1 January 2023 (restated) 48,129 - 9,883 58,012
Charged to the statement of

profit or loss during the year 3,112 9,147 7,811 20,070
Business combination under not

common control (Note 33(b)) - - 2,753 2,753

Gross deferred tax liabilities at 31
December 2023 51,241 9,147 20,447 80,835

Gross deferred tax liabilities at

1 January 2022 37,889 — 3,306 41,195
Charged to the statement of profit or
loss during the year (restated) 10,240 - 6,577 16,817

Gross deferred tax liabilities at 31
December 2022 (restated) 48,129 - 9,883 58,012

For the purpose of presentation of the consolidated statement of financial position, deferred tax assets
and liabilities have been offset as the deferred taxes relate to the same taxable entity and the same
taxation authority, and net deferred tax assets are presented as follows:

2023 2022

RMB’000 RMB’000
(restated)

Net deferred tax assets recognised in the consolidated
statement of financial position 702,163 742,551
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

28. DEFERRED TAX (CONTINUED)

The Company has tax losses arising in Hong Kong of RMB202,425,000 (2022: RMB188,204,000) that
are available indefinitely for offsetting against future taxable profits of the companies in which the
losses arose and tax losses arising in Chinese Mainland of RMB60,134,000 (2022: RMB45,014,000)
that will expire in one to five years for offsetting against future taxable profits. Deferred tax assets
have not been recognised in respect of these losses as they have arisen in the Company that has been
loss-making for some time and it is not considered probable that taxable profits will be available against
which the tax losses can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared
to foreign investors from the foreign investment enterprises established in Chinese Mainland. The
requirement is effective from 1 January 2008 and applies to earnings after 31 December 2007. A
lower withholding tax rate may be applied if there is a tax treaty between Chinese Mainland and the
jurisdiction of the foreign investors. The Group is therefore liable for withholding taxes on dividends
distributed by those subsidiaries established in the Chinese Mainland in respect of earnings generated
from 1 January 2008.

At 31 December 2023, no deferred tax has been recognised for withholding taxes that would be
payable on the unremitted earnings that are subject to withholding taxes of the Group’s subsidiaries
established in Chinese Mainland (2022: Nil). In the opinion of the directors, part of Chinese Mainland
subsidiaries’ profits will be retained to expand the operations in Chinese Mainland and it is not probable
that these subsidiaries will distribute such earnings in the foreseeable future. The aggregate amount
of temporary differences associated with investments in subsidiaries in Chinese Mainland for which
deferred tax liabilities have not been recognised totalled approximately RMB6,669,541,000 (2022:
RMBS5,747,745,000).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

29. POST-RETIREMENT BENEFIT OBLIGATIONS

The Group provides eligible retirees with other post-retirement benefits, including retirement subsidies,
transportation allowance as well as other welfare. The expected cost of providing these post-retirement
benefits is actuarially determined and recognised by using the projected unit credit method, which
involves a number of assumptions and estimates, including the inflation rate, discount rate, etc.

The plan is exposed to interest rate risk and the risk of changes in the life expectancy for pensioners.

The most recent actuarial valuation of the post-retirement benefit obligations was carried out at 31
December 2023 using the projected unit credit actuarial valuation method.

The post-retirement benefit obligations recognised in the consolidated statement of financial position
are as follows:

2023 2022

RMB’000 RMB’000

Post-retirement benefit obligations 89,841 92,103
Less: current portion (6,895) (7,179)
Non-current portion 82,946 84,924

The principal actuarial assumptions utilised as at the end of the reporting period are as follows:

2023 2022

Discount rate for post-retirement benefits 2.90% 2.90%
Mortality rate China Insurance = China Insurance
Life Mortality Life Mortality

Table (2010- Table (2010-

2013). CL5 for 2013). CL5 for
Male and CL6 Male and CL6

for Female for Female
Total military welfare expense growth rate 6.00% 6.00%
Growth rate of work-related injury and living expenses 2.50% 2.50%
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31 December 2023

29. POST-RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

A quantitative sensitivity analysis for significant assumptions at the end of the reporting period is

shown below:

Increase/ Increase/

(decrease) in (decrease) in

post-retirement post-retirement

Increase in benefit Decrease in benefit

rate obligations rate obligations

% RMB'000 % RMB’000

Discount rates for post-retirement benefits 0.25 (2,361) 0.25 2,465
Annual increase rate of military welfare expense 0.25 722 0.25 (696)
Annual increase rate of work-related injury and living expenses 0.25 7 0.25 (7)

Increase/ Increase/

(decrease) in (decrease) in

post-retirement post-retirement

Increase in benefit Decrease in benefit

rate obligations rate obligations

% RMB'000 % RMB'000

Discount rates for post-retirement benefits 0.25 (2,422) 0.25 2,529
Annual increase rate of military welfare expense 0.25 757 0.25 (729)
Annual increase rate of work-related injury and living expenses 0.25 24 0.25 (23)
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

29. POST-RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

The sensitivity analyses above have been determined based on a method that extrapolates the impact on
net post-retirement benefit obligations as a result of reasonable changes in key assumptions occurring
at the end of the reporting period.

Expected contributions to be made in the future years out of the post-retirement benefit obligations
were as follows:

2023 2022

RMB’000 RMB’000

Within 1 year 6,895 7,179
Between 2 and 5 years 26,040 27,243
Between 6 and 10 years 28,603 30,051
Over 10 years 66,211 71,945
Total expected payments 127,749 136,418

The average duration of the post-retirement benefit obligations at the end of 2023 was 10.32 years
(2022: 10.30 years).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

29. POST-RETIREMENT BENEFIT OBLIGATIONS (CONTINUED)

The movements in the post-retirement benefit obligations were as follows:

RMB’000

1 January 2023 92,103

Pension cost charged to profit or loss:

Past service cost 2,102
Net interest 2,760
Sub-total included in profit or loss 4,862

Remeasurement profits in other comprehensive income:

Changes of the financial assumptions 2,733
Experience adjustments (2,539)
Sub-total included in other comprehensive income 194
Benefits settled (7,318)
31 December 2023 89,841

RMB’000
1 January 2022 95,959

Pension cost charged to profit or loss:

Past service cost 1,537
Net interest 3,061
Sub-total included in profit or loss 4,598

Remeasurement profits in other comprehensive income:

Changes of the financial assumptions 1,946
Experience adjustments (3,317)
Sub-total included in other comprehensive income (1,371)
Benefits settled (7,083)
31 December 2022 92,103
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31 December 2023

30. SHARE CAPITAL

2023 2022
RMB’000 RMB’'000

Issued and fully paid:
1,891,539,661 (2022: 1,891,539,661) ordinary shares 5,297,254 5,297,254

31. RESERVES

The amounts of the Group's reserves and the movements therein for the current and prior years are
presented in the consolidated statement of changes in equity.

Capital reserve

The capital reserve mainly comprised: (i) the share-based compensation reserve comprising the fair
value of the shares awarded under the share transfer to the management of the Group recognised
in accordance with the accounting policy adopted for equity compensation benefits, (i) the excess/
deficiency of the carrying amount of net assets over the purchase consideration for subsidiaries acquired
under common control, and (iii) the excess/deficiency of the considerations paid for/received from over
the changes in the carrying amounts of non-controlling interests in the acquisitions of further interests
in subsidiaries or disposal of partial interests in subsidiaries, respectively.

Statutory reserve

Pursuant to the relevant laws and regulations and the articles of association of the subsidiaries of the
Company in Chinese Mainland, if a subsidiary is registered as a Sino-foreign joint venture, it is required
to, at the discretion of the board of directors, transfer a portion of its profits after taxation reported
in its statutory financial statements prepared under the applicable PRC accounting standards to the
statutory reserve.

If a subsidiary is registered as a wholly-foreign-invested enterprise or a domestic limited liability company,
it is required to appropriate 10% of each year’s statutory net profits to the statutory reserve according
to the PRC accounting standards and regulations (after offsetting previous years' losses) to the statutory
reserve. The PRC subsidiary may discontinue the contribution when the aggregate sum of the statutory
reserve is more than 50% of its registered capital. Upon contribution to the statutory reserve using its
post-tax profit, a company may make further contributions to the statutory reserve using its post-tax
profit in accordance with a resolution of the board of directors. The appropriation to statutory and
discretionary reserves must be made before distribution of dividends to owners. These reserves shall
only be used to make up for previous years’ losses, to expand production operations, or to increase the
capital of the PRC subsidiary. The statutory reserve can be transferred to paid-in capital, provided that
the balance of the statutory reserve after such transfer is not less than 25% of its registered capital.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

31.

32.

RESERVES (CONTINUED)
Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign exchange differences arising from the translation
of the financial statements of operations with a functional currency other than RMB.

Share-based compensation reserve

The share-based compensation reserve of the Group comprises the recognition of the equity-settled
share-based payments under the Share Option Scheme for share options which are yet to be exercised.
The amount will either be transferred to the share capital account or shares held for the share award
scheme when the related share options are exercised or awards are vested.

General and regulatory reserve

The Group maintains a general reserve within equity, through the appropriation of profit, which sets
aside to guard against losses on risk assets.

Special reserve

The special reserve mainly represents the funds set aside for the purpose of certain safety production
activities. Pursuant to certain regulations issued by the State Administration of Work Safety of the PRC
and other relevant regulatory bodies, the subsidiary, Yangquan Medical Oxygen Factory, set aside funds
mainly for construction service activities at prescribed rates. These funds can be used for maintenance
and/or improvements of safety of these activities, and are not available for distribution to shareholders.

PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-
CONTROLLING INTERESTS

Details of the Group’s subsidiaries that have material non-controlling interests are set out below:

- _____um 202

Percentage of equity interest held by non-controlling

interest:
Genertec Universal Huayang Shanxi Healthcare Industry

Co., Ltd. 49.00% 49.00%
Genertec Ansteel Hospital Management Co., Ltd. 48.85% 48.85%
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31 December 2023

32.PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-
CONTROLLING INTERESTS (CONTINUED)

Details of the Group’s subsidiaries that have material non-controlling interests are set out below:
(continued)

2023 2022
RMB’000 RMB’'000
Profit/(loss) for the year allocated to non-controlling interests:
Genertec Universal Huayang Shanxi Healthcare Industry Co., Ltd. 15,147 (5,308)
Genertec Ansteel Hospital Management Co., Ltd. 32,661 27,745
Accumulated balances of non-controlling interests at
the reporting dates:
Genertec Universal Huayang Shanxi Healthcare Industry Co., Ltd. 675,280 660,072
Genertec Ansteel Hospital Management Co., Ltd. 597,150 568,241

The following tables illustrate the summarised financial information of the above subsidiaries. The

amounts disclosed are before any inter-company eliminations:

Genertec

Universal
Huayang Shanxi Genertec
Healthcare Ansteel Hospital
Industry Management
Co., Ltd. Co., Ltd.
RMB’000 RMB’000
Revenue 898,661 915,157
Total expenses 867,750 849,839
Profit for the year 30,911 65,318
Total comprehensive income for the year 30,911 65,123
Current assets 1,240,021 759,581
Non-current assets 620,134 770,835
Current liabilities (473,829) (211,365)
Non-current liabilities (8,205) (95,220)
Net cash flows from operating activities 35,072 92,787
Net cash flows used in investing activities (8,545) (94,773)
Net cash flows used in financing activities - (948)
Net increase/(decrease) in cash and cash equivalents 26,527 (2,934)
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

32.PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-
CONTROLLING INTERESTS (CONTINUED)

The following tables illustrate the summarised financial information of the above subsidiaries. The
amounts disclosed are before any inter-company eliminations: (continued)

Genertec
Universal Genertec
Huayang Shanxi  Ansteel Hospital

Healthcare Management
Industry Co., Ltd. Co., Ltd.
RMB'000 RMB'000

Revenue 845,556 816,308
Total expenses 856,389 760,340
(Loss)/profit for the year (10,833) 55,968
Total comprehensive (loss)/income for the year (10,833) 57,339
Current assets 1,183,693 705,778
Non-current assets 663,141 760,493
Current liabilities (494,478) (211,559)
Non-current liabilities (5,269) (93,096)
Net cash flows from operating activities 16,451 32,707
Net cash flows used in investing activities (14,598) (55,331)
Net cash flows from financing activities — 23,934
Net increase in cash and cash equivalents 1,853 1,310
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31 December 2023

33. BUSINESS COMBINATIONS
(a) BUSINESS COMBINATION UNDER COMMON CONTROL

As mentioned in note 2.1, the Beijing Zhongxing Hospital Acquisition and the Acquisition of
the target hospitals have been accounted for based on the principles of merger accounting.
Accordingly, the assets and liabilities of Beijing Zhongxing Hospital, No. 408 Hospital, Luoyang
Hechai Hospital, Luoyang Yikangyuan Elderly Care Co., Ltd., Chongging Dadukou Changzheng
Hospital Co., Ltd., Beijing Guotong Huankang Hospital Management Co., Ltd. and Beijing Haidian
District Xisangi Street Xincai Community Healthcare Service Station acquired by the Group have
been accounted for at historical cost and the consolidated financial statements of the Group for
the year prior to the combination have been restated to include the financial position and results
of operations of Beijing Zhongxing Hospital, No. 408 Hospital, Luoyang Hechai Hospital, Luoyang
Yikangyuan Elderly Care Co., Ltd., Chongging Dadukou Changzheng Hospital Co., Ltd., Beijing
Guotong Huankang Hospital Management Co., Ltd. and Beijing Haidian District Xisangi Street
Xincai Community Healthcare Service Station on a combined basis. The details of the restated
balances are stated below.
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31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

The reconciliation of the effect arising from the common control combination on the consolidated
statements of financial position as at 31 December 2021 and 2022 are as follows:

As at 31 December 2021

Beijing

Haidian

District

Beling  Xisang

Chongging ~ Guotong  Street Xincai

luoyang ~ Dadukou  Huankang  Community

The Group, Beijing Luoyang Yikangyuan Changzheng  Hospital  Healthcare Adjustments

as previously  Zhongxing o, 408 Hechai Elderly Care ~ Hospital Management Service and
reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'OO0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000

NON-CURRENT ASSETS
Property, plant and

equipment 2523269 4,255 - - - 5,030 6,321 585 - 2,539,460
Right-of-Use assets 794,652 - - - - 264 - - - 794916
Loans and accounts

receivables 39,518,628 - - - - - - - - 39,518,628
Prepayments, other

receivables and other

assets 507,316 - - - - - - 194 - 507,510
Goodwill 102,253 - - - - - - - - 102253
Deferred tax assets 561,184 - - - - - 9 - - 561,193
Financial assets at fair

value through profit

or loss 366,470 - - - - - - - - 366470
Derivative financial

instruments 6,915 - - - - - - - - 6,915
Investment in a joint

venture 476,015 - - - - - - - - 476,015
Investments in associates 4,284 - - - - - - - - 4,284
Other intangible assets 46,183 - - - - - - - - 46,183
Total non-current assets 44,907,169 4,255 - - - 5,294 6,330 719 - 44923827
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31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2021 (continued)

Bejing

Haidian

District

Being  Xisang

Chongging ~ Guotong  Street Xincai

luoyang  Dadukou  Huankang  Community

The Group, Bejing Luoyang Yikangyuan Changzheng ~ Hospital  Healthcare Adjustments

as previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management ~ Senvice and
reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

CURRENT ASSETS

Inventories 265,427 318 - - - 595 4140 1,738 - 2218
Loans and accounts

receivables 21,046,689 - - - - 433 2217 - - 21,049,339
Prepayments, other

receivables and other

assets 383,576 2 - - - 144 236 1507 (16419) 369,064
Restricted deposits 954,862 - - - - - - - - 954862
Cash and cash equivalents 2,342,078 9312 - - - 11,826 16,760 15,362 - 239,338
Total current assets 24992632 10,210 - = - 12,998 23353 19107 (16419) 25,041,881
CURRENT LIABILITIES

Trade and bills payables 1,111,983 - - - - 967 12,026 15,404 - 1,140380
Other payables and

accruals 2417318 9,124 - - - 2368 16373 19916 (16419) 2448680
Interest-bearing bank and

other borrowings 14,745,821 - - - - - - - - 14,745,821
Derivative financial

instruments 346,569 - - - - - - - - 346,569
Tax payable 109,608 - - - - - - - - 109,608
Total current liabilities 18,731,299 9,124 - - - 3335 28399 35320 (16419) 18,791,058

2023 Annual Report 2 5 5



256

NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2021 (continued)

Beijing
Haidian
District
Bejing  Xisang
Chongging  Guotong  Strest Xincai
luoyang  Dadukou  Huankang  Community
The Group, Bejing Luoyang Yikangyuan Changzheng  Hospital  Healthcare  Adjustments

as previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management — Senvice and

reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

NET CURRENT ASSETS 6,261,333 1,086 - - - 9,663 (5,046)  (16,213) - 6250823
TOTAL ASSETS LESS

CURRENT LIABILITIES 51,168,502 5,341 - - - 14,957 1284 (15,434) - 51,174,650
NON-CURRENT LIABILITIES

Convertible bonds - host

(ebts 882,689 - - - - - - - - 882,689
Interest-bearing bank and

other borrowings 28,544,061 - - - - - - - - 28,544,061
Other payables and

accruals 3,653,049 - - - - 2,000 - - - 3,655,649
Other non-current liabilities 257,200 - - - - - - - - 257,00
Derivative financial

instruments 207,648 - - - - - - - - 207,648
Total non-current liabilities 33,545,247 - - - - 2,000 - - - 33,547,471
Net assets 17,623,255 5,341 - - - 12,957 1284 (15434) - 17,627 403
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31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2021 (continued)

Bejing
Haidian
District
Being  Xisang
Chongging ~ Guotong  Street Xincai
luoyang  Dadukou  Huankang  Community
The Group, Bejing Luoyang Yikangyuan Changzheng  Hospital  Healthcare Adjustments

as previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management Service and
reported  Hospital  Hospital ~ Hospital  Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

EQuITy

Equity attributable to the

owners of the parent

Share capital 5,297,254 5,341 - - - 8,000 - 5 (13,391) 5,297,254

Equity component of

convertible bonds 75,486 - - - - - - - - 75,486

Reserves 7,731,249 - - - - 4,957 1284 (15484) 8,050 7,730,056
13,103,989 5341 - - - 12,957 1284 (15434) (5,341) 13,102,79%

Other equity instruments 1,661,840 - - - - - - - - 1,661,840

Non-controlling interests 2,857,426 - - - - - - - 5341 2,862,767

Total equity 17,623,255 5341 - - - 12,957 1284 (15434) - 17627403

2023 Annual Report 2 57



258

NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2022

Beijing
Haidian
District
Bejing  Xisang
Chongging  Guotong Strest Xincai
luoyang  Dadukou  Huankang Community
The Group, Beijing Luoyang Yikangyuan Changzheng  Hospital  Healthcare Adjustments

a previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management — Senvice and

reported  Hospital  Hospital ~ Hospital ~ Co., ltd.  Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

NON-CURRENT ASSETS

Property, plant and

equipment 3,780,646 3535 5,526 6,953 1,064 9,303 6,313 6,459 - 382029
Right-of-use assets 1,154,545 - - - - 249 - - - 115479
Loans and accounts

receivables 41,404,185 - - - - - - - - 41,404,185
Prepayments, other

receivables and other

assets 654,520 - - - - 14 - 428 - 65492
Goodwil 102,253 - - - - - - - - 102253
Deferred tax assets 743,021 - - - - - (470) - - 742551
Financial assets at fair

value through profit

or loss 245,987 - - - - - - - - U597
Derivative financial

instruments 100,544 - - - - - - - - 100544
Investment in a joint

venture 486,195 - - - - - - - - 186,195
Investments in associates 28,769 - - - - - - - - 28,769
Other intangible assets 19173 - - - - - - - - 1917
Total non-current assets 48,779,838 3535 5,526 6,953 1,064 9,566 6,343 6,887 - 18819712

Genertec Universal Medical Group Company Limited
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31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2022 (continued)

Bejing
Haidian
District
Being  Xisang
Chongging ~ Guotong  Street Xincai
luoyang  Dadukou  Huankang  Community
The Group, Bejing Luoyang Yikangyuan Changzheng ~ Hospital  Healthcare Adjustments

as previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management ~ Senvice and

reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

CURRENT ASSETS

Inventories 375,728 31 754 131 - 661 6,814 2453 - 388092
Loans and accounts

receivables 23,457,292 - 1174 450 - 1,301 6,046 1,848 (28) 23478653
Prepayments, other

receivables and other

assets 668,574 8,832 769 4,782 7 13,245 457 122 (1813) 678,656
Derivative finanial

instruments 131,610 - - - - - - - - 131,610
Restricted deposits 778,303 - - - - - - - - 718303
Cash and cash equivalents 2,679,426 433 11,762 317 1,558 616 5,883 5,347 - 270538

Total current assets 28,090,933 959% 25029 6,860 1,565 15823 19,200 9770 (18,160) 28,160,616

CURRENT LIABILITIES

Trade and bills payables 2,247,218 - 7,657 6,281 1 2,255 13,627 17413 (28) 2,294,424
Other payables and

accruals 3,206,851 5586 14,081 1,751 3,005 3817 8899 17673  (18,132) 3,243,531
Interest-bearing bank and

other borrowings 20,802,790 - - - - - - - - 20,802,790
Derivative finanial

instruments 37,494 - - - - - - - - 37,494
Tax payable 84,006 4 - - - - 87 - - 84097

Total current liabiliies 26,378,359 5590 21738 8,032 3,006 6072 22613 35086  (18160) 26,462,336
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2022 (continued)

Beijing
Haidian
District
Bejing  Xisang
Chongging  Guotong  Strest Xincai
luoyang  Dadukou  Huankang  Community
The Group, Bejing Luoyang Yikangyuan Changzheng  Hospital  Healthcare  Adjustments

as previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management — Senvice and

reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

NET CURRENT ASSETS 1,112,574 4,006 3,291 (1172) (1,441) 9,751 (3413)  (25316) - 1,698,280
TOTAL ASSETS LESS

CURRENT LIABILITIES 50,492,412 7,541 8,817 5,781 377 19317 2930 (18429) - 50,517,992
NON-CURRENT LIABILITIES

Convertible bonds - host

(ebts 982,982 - - - - - - - - 982,982
Interest-bearing bank and

other borrowings 25,125,611 - - - - - - - - 25,125,611
Other payables and

accruals 4,316,530 - - - 1,500 5,288 984 - - 4324302
Other non-current liabilities 280,968 - - - - - - - - 280,968
Derivative financial

instruments 83,308 - - - - - - - - 83,308
Total non-current liabilities 30,789,399 - - - 1,500 5,288 984 - - 30,797,171
Net assets 19,703,013 7,541 8,817 5,781 (1877) 14029 1946 (18429 - 19,720,821
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

As at 31 December 2022 (continued)

Bejing
Haidian
District
Beiing  Xisang
Chongging ~ Guotong  Street Xincai
luoyang ~ Dadukou  Huankang  Community
The Group, Bejing Luoyang VYikangyuan Changzheng  Hospital  Healthcare  Adjustments

a previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management Service and

reported  Hospital  Hospital ~ Hospital ~ Co., ltd. ~ Co., ltd.  Co, Ltd. Station eliminations Consolidated
RMB'OO0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000

EQuITY

Equity attributable to the

owners of the parent

Share capital 5,297,254 7,541 - - 300 8,000 - 50 (15,891) 5,297,254

Equity component of

convertible bonds 75,486 - - - - - - - - 75,486

Reserves 8,597,375 - 8317 5,781 (2.177) 6,029 1946 (18479 8350 8,607,642
13,970,115 1,541 8,317 5,781 (1.877) 14,029 1946 (18429 (7,541) 13,980,382

Other equity instruments 1,660,414 - - - - - - - - 1,660414

Non-controlling interests 4,072,484 - - - - - - - 7541 4,080,025

Total equity 19,703,013 1,541 8,817 5781 (1.877) 14,029 1946 (18429 - 19,720,821
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(a) BUSINESS COMBINATION UNDER COMMON CONTROL (continued)

The reconciliation of the effect, arising from the common control combination on the consolidated
statements of profit or loss for the year ended 31 December 2022 are as follows:

For the year ended 31 December 2022

Beijing

Haidian

District

Bejing  Xisang

Chongging  Guotong  Strest Xincai

luoyang  Dadukou  Huankang ~Community
The Group, Beijing Luoyang Yikangyuan Changzheng  Hospital  Healthcare Adjustments
a previously  Zhongxing  No. 408 Hechai Elderly Care  Hospital Management ~ Semvice and
reported  Hospital ~ Hospital ~ Hospital ~ Co,ltd  Co,ltd  Co,ltd.  Station eliminations Consolidated
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

REVENUE 11,912,140 229 16,398 352 1,263 18,106 64,003 35,579 (68) 12,073,172
Cost of sales (1426,151) @04 (17,214) (5.299) (1691)  (12676) (56,755  (36,946) 68 (7,578,878)
Gross profit 4,485,989 15 (8160  (1,777) (428) 5430 7,248 (1,367) - 4494294
Other income and gains 472 /i ) 1,252 2 10 17 3% - A48
Seling and distribution

costs (441,603) - - - - - - - - (441,603
Administrative expenses  (899,168) - 4 (273) Q) @51 607 (1420 - (913997)
Impairment losses on

financial assets, net (311,012) - 271 1,105 (1) 47) (6) 11 - (307139
Loss on derecognition of

financial assets measured

at amortised cost (1,154) - - - - - - - - (1,154)
Other expenses (549,631) (70) (12) 8) - (30) (53) (22) - (549,800)
Finance costs (35319 - - - - - - (326) - (35649)
Share of profits of:

A joint venture 13450 - - - - - - - - 13450

Associates 12 - - - - - - - - 12
PROFIT/LOSS) BEFORE TAX 2,704,286 17 (117) 299 (517) 1,072 1,29 2,995) - 2,703,274
Income tax expense (616,759) - - - - - (567) - - (p17,320)
PROFIT/LOSS) FOR THE

YEAR 2,087,527 17 (117) 299 (517) 1,072 662 (2,995) - 2,085,948
Attributable to:

Owners of the parent 1,890,012 17 (117) 299 (517) 1072 662 2,995) (16) 1,888417

Non-controlling interests 126,112 - - - - - - - 16 126,128

Other equity instruments 71,403 - - - - - - - - 71403

2,087,527 17 (117) 299 (517) 1,072 662 (2,995) - 2,085,948
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(b) BUSINESS COMBINATION NOT UNDER COMMON CONTROL

The acquisition of subsidiaries accounted for as business combination is set out as follows:

On 1 July 2023, Universal Yuegu Medical Technology (Tianjin) Co., Ltd., a wholly-owned subsidiary
of the Group, acquired a 60% equity interest in Beth Hesda (Chengdu) Nephrology Hospital Co,.
Ltd. at a consideration of RMB39,613,000.

On 1 August 2023, Universal Yuegu Medical Technology (Tianjin) Co., Ltd., a wholly-owned
subsidiary of the Group, acquired a 100% equity interest in Haiyang Senzhikang Hospital Co.,
Ltd. at a consideration of RMB7,561,000.

On 30 September 2023, Genertec Universal Medical Technology Services (Tianjin) Co., Ltd.,

a wholly-owned subsidiary of the Group, acquired an 85% equity interest in Casstar Medical
Technology Wuxi Co., Ltd. at a consideration of RMB467,499,000.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(b) BUSINESS COMBINATION NOT UNDER COMMON CONTROL (continued)

The fair values of the identifiable assets and liabilities of all the subsidiaries acquired during the

period as at the date of acquisition were as follows:

Fair value
recognised on
acquisition
RMB'000
Assets
Property, plant and equipment (Note 12) 71,532
Right-of-use assets (Note 13(a)) 14,856
Deferred tax assets 1,500
Equity investments designated at fair value through
other comprehensive income 2,778
Cash and cash equivalents 128,372
Loans and accounts receivables 120,176
Debt investments at fair value through other comprehensive income 338
Prepayments, other receivables and other assets 38,264
Receivable of consideration to be paid as capital injection 39,613
Inventories 92,357
Restricted deposits 5,437
Other intangible assets 6,248
Total assets 521,471
Liabilities
Trade and bills payables 42,758
Other payables and accruals 35,211
Interest-bearing bank loan 15,000
Lease liabilities 14,137
Tax payable 4,222
Deferred tax liabilities 2,753
Total liabilities 114,081
Total identifiable net assets at fair value 407,390
Non-controlling interests (77,002)
Goodwill on acquisition 184,285
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

33. BUSINESS COMBINATIONS (CONTINUED)
(b) BUSINESS COMBINATION NOT UNDER COMMON CONTROL (continued)

The fair values of the identifiable assets and liabilities of all the subsidiaries acquired during the
period as at the date of acquisition were as follows: (continued)

RMB’'000

Purchase consideration transferred

Including:
Consideration paid as additional capital injection to
the subsidiaries after acquisition 4,000
Consideration unpaid as additional capital injection to
the subsidiaries after acquisition 35,613
Consideration paid upon acquisition 421,360
Consideration to be paid after acquisition 53,700

Analysis of cash flows on acquisition:
Net cash acquired with the subsidiaries included in

cash flows from investing activities 128,372
Cash paid (421,360)
Net outflow of cash and cash equivalents include in

cash flows from investing activities (292,988)

Transaction costs of the acquisition included in
cash flows from operating activities (370)

If the acquisition had taken place at the beginning of the year, the revenue of the Group for the
year would have been RMB13,884,781,000 and the net profit of the Group for the year would
have been RMB2,224,563,000.

The fair values of the loans and accounts receivables and prepayments, other receivables and
other assets as at the dates of acquisitions amounted to RMB120,176,000 and RMB38,284,000,
respectively. The gross contractual amount of loans and accounts receivables was RMB 125,647,000,
of which RMB5,471,000 was expected to be uncollectible. The gross contractual amount of
prepayments, other receivables and other assets was RMB38,550,000, of which RMB286,000
was expected to be uncollectible.

The goodwill recognised is primarily attributed to the expected synergies and other benefits from
combining their assets and activities with those of the Group. The goodwill is not deductible for
income tax purposes.

The Group incurred transaction costs of RMB370,000 for these acquisitions. These transaction
costs have been expensed and are included in other expenses in the consolidated statement of
profit or loss.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

34. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS
(a) Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets and lease liabilities
of RMB33,357,000 (2022: RMB193,148,000) and RMB33,357,000 (2022: RMB193,148,000),
respectively, in respect of lease arrangements for property.

(b) Changes in liabilities arising from financing activities

DITER)
Bank and Lease related  Convertible

other loans Bonds liabilities parties bonds
RMB'000 RMB'000 RMB’000 RMB'000 RMB'000

At 1 January 2023 24,280,248 16,565,306 989,927 4,092,920 982,982
Proceeds from new borrowings 26,718,710 16,263,030 1,450,000 2,529,199 -
Increase arising from acquisition of subsidiaries 15,000 - 14,137 - -
New leases - - 33,357 - -
Foreign exchange movement 61,324 - - 23,383 16,778
Repayment of borrowings (24,707,477)  (17,396,500)  (2,166,796)  (2,200,000) -
Revision of a lease term arising from a change in

the non-cancellable period of a lease - - 5,390 - -
Interest expense 47,510 7,028 62,913 237 40,774
Interest paid - - (58,765) - (21,015)
At 31 December 2023 26,415,315 15,438,864 330,163 4,445,739 1,019,519
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

34. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(CONTINUED)

(b) Changes in liabilities arising from financing activities (continued)

Due to

Bank and Lease related  Convertible
other loans Bonds liabilities parties bonds
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
At 1 January 2022 24,307,281 14,807,554 1,899,907 2,275,140 882,689
Proceeds from new borrowings 16,223,371 14,332,420 - 2,400,000 -
Increase arising from acquisition of subsidiaries - - 8,549 - -
New leases - - 193,148 - -
Foreign exchange movement 1,284,914 - - 116,545 82,295
Repayment of borrowings (17,621,902) (12,583,500) (1,127,872) (700,000) -
Revision of a lease term arising from a change in
the non-cancellable period of a lease - - 4,623 - -
Interest expense 86,584 8,832 63,791 1,235 37,979
Interest paid - - (52,219) - (19,981)
At 31 December 2022 24,280,248 16,565,306 989,927 4,092,920 982,982

(c¢) Total cash outflow for leases

The total cash outflow for leases included in the statement of cash flows is as follows:

2023

RMB’000

2022
RMB’'000
(restated)

Within operating activities 35,836 10,926
Within financing activities 2,225,561 1,180,091
2,261,397 1,191,017
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

35. OTHER NON-CURRENT LIABILITIES

2023 2022
RMB’000 RMB’000
Continuing involvement in transferred assets 309,499 280,968

36. PLEDGE OF ASSETS

Details of the Group's assets pledged for the Group’s bank loans are included in notes 20, 22 and 26
to the financial statements.

37. COMMITMENTS

The Group had the following contractual commitments and credit commitments at the end of the
reporting period:

(a) Capital commitments

2023 2022

RMB’000 RMB’000
(restated)

Contracted, but not provided for 864,754 1,690,434

(b) Credit commitments

2023 2022

RMB’000 RMB’'000

Credit commitments 2,069,000 2,530,000

Credit commitments represent undrawn finance lease facilities agreed and granted to customers.
They are conditionally revocable commitments.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances in notes 20, 21, 22, 24, 25 and 26 to the financial
statements, the Group had the following material transactions with related parties during the year.

(a) Transactions with Genertec Group and companies under Genertec
Group

Genertec Group was established in 1988 and is a wholly-state-owned company. Genertec Group's

businesses principally cover five sectors, including equipment manufacturing, trade and engineering

contracting, pharmaceutical industry, technical services and consultancy, as well as construction

and real estate. Genertec Group is the ultimate controlling shareholder of the Company.

The companies under Genertec Group which had transactions with the Group during the year

are subsidiaries of Genertec Group.

()

Interest income from cash at banks:

2023 2022

RMB’000 RMB'000
(restated)

Genertec Finance Co., Ltd. 11,178 14,399

The interest was charged at rates ranging from 0.55% to 1.55% (2022: 0.55% to 1.65%)
per annum.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with Genertec Group and companies under Genertec
Group (continued)

(ii) Purchases of goods from related parties:

2023 2022

RMB’000 RMB'000

(restated)

China Xinxing Construction Engineering Co., Ltd. 231,121 99,025
China Meheco Beijing Baitai-Borui Technology

Co., Ltd. 74,919 580
Instrimpex International Tendering Co., Ltd. 5,879 2,589
Handan General Pharmaceutical Co., Ltd. 4,462 -
China Telecommunication Construction No.5

Engineering Co., Ltd. 2,759 1,232
Genertec Group Beijing Yongzheng

Pharmaceutical Co., Ltd. 709 -
Genertec Group Digital Intelligent Technology

Co., Ltd. 627 -
Genertec Group Engineering Design Co., Ltd. 219 -
Beijing Xingjia Construction Engineering Co.,

Ltd. 62 -
Genertec lItalia s.r.l. - 3,168
Genertec Europe Temax GmbH. - 560
China National Instruments Import & Export

(Group) Corporation - 69

The purchases from the related parties were made on terms mutually agreed between the
Group and the respective parties.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with Genertec Group and companies under Genertec
Group (continued)

(iii) Rental as a lessee:

2023 2022
RMB’000 RMB’'000

(rental payment) (rental payment)

Paryocean Properties Co., Ltd. 712 1,247
China National Instruments Import & Export
(Group) Corporation - 203

The rentals are charged based on terms mutually agreed between the Group and the
respective parties.

(iv) Interest expenses:

2023 2022
RMB’000 RMB’000
Genertec Hong Kong International Capital
Limited 122,943 79,723
China General Technology (Group) Holding
Company Limited 75,149 3,884
Genertec Finance Co., Ltd. 210 —

The interest expenses were charged at rates ranging from 2.85% to 6.81% (2022: 3.80%
to 5.31%) per annum.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with Genertec Group and companies under Genertec
Group (continued)

(v) Consulting service fees:

2023 2022
RMB’000 RMB’'000

China International Advertising Co., Ltd. 426 -
Aerospace Medical & Healthcare Technology

Group Co., Ltd. 924 -
China General Consulting & Investment Co., Ltd. 19 -
China General Technology (Group) Holding

Company Limited 11 4
Genertec Advanced Materials Group Co., Ltd. 2 -
China National Instruments Import & Export

(Group) Corporation - 156
Genertec (UK) Limited - 92

China International Postal and
Telecommunications Exhibition and

Advertisement Co., Ltd. - 38
Instrimpex International Tendering Co., Ltd. - 30
China International Tendering Co., Ltd. - 20

China Meheco Beijing Baitai-Borui Technology
Co., Ltd. - 9

The consulting service expenses were charged based on prices mutually agreed between
the parties.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with Genertec Group and companies under Genertec
Group (continued)

(vi) Sales of goods to related parties and service income:

2023 2022
RMB‘000 RMB’000
(restated)
Shanghai Electric Power Hospital 20,653 -
Shenyang Aerospace Hospital 9,525 -
Genertec Group Beijing Yongzheng
Pharmaceutical Co., Ltd. 1,166 -
China Meheco Beijing Baitai-Borui Technology
Co., Ltd. 51 48
China General Technology (Group) Holding
Company Limited - 1,443

The sales of goods were made based on prices mutually agreed between the parties.

(vii) Capital commitments:

2023 2022

RMB’000 RMB’000

China Xinxing Construction Engineering Co., Ltd. 51,787 199,652
China XinXing Construction & Development Co.,

Ltd. 3,964 -
Genertec Group Engineering Design Co., Ltd. 1,164 -
Beijing Xingjia Construction Engineering Co.,

Ltd. 203 —

The related party transactions in respect of items (i), (ii), (iii), (v), (vi), and (vii) above also
constitute continuing connected transactions as defined in Chapter 14A of the Listing Rules.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(b)

(c)

(d)

Significant transactions with other government-related entities

The largest shareholder of the Company is a state-owned enterprise. In accordance with HKAS
24 Related Party Disclosures, government-related entities include entities that are directly or
indirectly controlled, jointly controlled or significantly influenced by the PRC government. On this
basis, related parties include other government-related entities, in addition to Genertec Group
and companies under Genertec Group.

During the year, the Group’s significant transactions with other government-related entities
constituted a large portion of the finance lease services and advisory services. In addition,
substantially all restricted cash, time deposits, cash and cash equivalents and borrowings as at
31 December 2023 and 2022 and the relevant interest earned and paid during the years were
transacted with banks and other financial institutions which are controlled by the PRC government.

Transactions and balances with a company under CITIC Capital
Holdings Limited

CITIC Capital Holdings Limited is one of the major shareholders of the Company. CCP Leasing Il
Limited is the subsidiary of CITIC Capital Holdings Limited. CCP Leasing Il Limited, as subscriber,
completed the subscription of the guaranteed convertible bonds in an aggregate principal amount
of USD150,000,000 on 25 March 2021. As at 31 December 2023, the principal amount of the
convertible bonds was USD 150,000,000 (As at 31 December 2022: USD150,000,000). The interest
payment was RMB21,015,000 during the year ended 31 December 2023 (2022: RMB19,981,000).

Transactions with a joint venture and subsidiary of joint venture:

(i) Interest expense:
2023 2022
RMB’000 RMB’000

Sichuan Huankang Hospital Management Co.,
Ltd. 7,347 14,522
Sichuan Zhonggi Healthcare Industry Co., Ltd. 241 —

The interest expenses were charged at a rate of 3.20% per annum (2022: 3.20%).
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)

(d) Transactions with a joint venture and subsidiary of joint venture:
(continued)

(ii) Consulting service fees:

2023 2022

RMB’000 RMB'000

Sichuan Huankang Hospital Management Co.,
Ltd. - 2

The consulting service expenses were charged based on prices mutually agreed between
the parties.
(e) Transactions with an associate
(i) Interest expense:

2023 2022

RMB’000 RMB’'000

Genertec Group Healthcare Digital Technology
(Beijing) Co., Ltd. 2,501 -

The interest expenses were charged at a rate of 3.20% per annum.

(ii) Service income:

2023 2022

RMB’000 RMB’000

Genertec Group Healthcare Digital Technology
(Beijing) Co., Ltd. 3,783 -

The service income were charged based on prices mutually agreed between the parties.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

38. RELATED PARTY TRANSACTIONS (CONTINUED)
(e) Transactions with an associate (continued)

(iii) Purchases of goods:

2023 2022
RMB’000 RMB’000

Genertec Group Healthcare Digital Technology
(Beijing) Co., Ltd. 2,839 -

The purchases were made on terms mutually agreed between the Group and the respective
parties.

The related party transactions in respect of items (ii) and (iii) above also constitute continuing
connected transactions as defined in Chapter 14A of the Listing Rules.

(f) Compensation of key management personnel:

2023 2022
RMB’000 RMB’000
Short-term employee benefits 21,187 25,933
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

39. SHARE OPTION SCHEME

Pursuant to a resolution in writing passed on 31 December 2019 by the shareholders of the Company,
a share option scheme (the “Share Option Scheme”) has been adopted by the Company.

The Company operates the Share Option Scheme for the purpose of providing incentives and rewards
to eligible participants and certain qualified participants who contribute to the success of the Group's
operations. Eligible participants of the Share Option Scheme include senior and middle management
personnel, as well as other key employees of the Company or any other subsidiary (the “Grantees”).
The total number of new shares in respect of which options may be granted under the Share Option
Scheme is 16,065,000 shares, which is 0.94% of the Company’s issued share capital as at the date of
approval of the Share Option Scheme by the shareholders at the General Meeting. The Share Option
Scheme will be valid for not more than 5 years from the date of its adoption.

The offer of a grant of share options (“Share Options”) may be accepted within 21 days from the date
of offer, upon payment of a nominal consideration of HKD1 in total by the Grantees subject to any
early termination, the Share Option Scheme will remain in force for a period of 5 years commencing
on the date on which the Share Option Scheme is approved by the shareholders of the Company. The
vesting of the Share Options is mainly subject to fulfilment of the Company’s performance targets, the
Grantees remaining at all times after the offer date and on each vesting date as an employee of the
Group, as well as the Grantees achieving a specified level in annual personal performance evaluations.

The exercise price in respect of any option shall be such price as determined by the Board or the
Administration Committee of the Share Option Scheme and notified to the Grantees and which shall
not be less than the highest of: (i) the closing price of the shares on the Stock Exchange as stated in
the Stock Exchange’s daily quotation sheet on the offer date; (ii) the average of the closing prices of
the shares on the Stock Exchange as stated in the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the offer date; and (iii) the nominal value of the shares as at the
offer date. The exercise price of the Share Options is subject to adjustment in the case of rights or
other similar changes in the Company’s share capital.

On 31 December 2019, the Board announced that, the Company has resolved the offer to grant
Share Options to the Grantees under the Share Option Scheme to subscribe for a total of 16,065,000
ordinary shares in the capital of the Company, including 991,000 reserved options. On 31 December
2021, the reserved options were expired.

On 31 December 2023, one third of the options granted were expired due to the expiry of exercise
period, and one third of the options granted were cancelled due to the unfulfilled certain conditions

pursuant to the Share Option Scheme.

There are no cash settlement alternatives. The Group does not have a past practice of cash settlement
for these share options. The Group accounts for the Share Option Scheme as an equity-settled plan.

2023 Annual Report 2 77



NOTES TO FINANCIAL STATEMENTS

31 December 2023

39. SHARE OPTION SCHEME (CONTINUED)

Movements in the number of the Share Options outstanding and their related weighted average exercise
prices granted under the Share Option Scheme during the year are as follows:

Outstanding Outstanding
asat 1 Granted Expired  Forfeited as at 31

Exercise price per share January during the during the during the December
option (HKD) Date of grant 2023 year year year 2023

5.97 2019/12/31 8,136,004 - (3,576,330) (4,559,674) =

The fair value (measured as at the grant dates) of the Share Options that were outstanding as at 31
December 2023 was nil (2022: RMB9,117,000). The weighted average fair values were HKD1.12,
HKD1.22 and HKD1.28 per option for each of the three tranches with two-year, three-year and four-
year vesting periods, respectively. The share option expense recognised was RMB1,059,000 (2022:
RMB442,000) during the year ended 31 December 2023 in employee benefit expense.

The fair values of the Share Options were estimated as at their respective dates of grant, using a
binomial model, taking into account the terms and conditions upon which the options were granted.
The following table lists the main inputs to the model used:

Expected dividend yield (%) 461
Expected volatility (%) 30.62
Risk-free interest rate (%) 1.70
Validity period of the Share Options (year) 5
Share price (HKD per share) 5.97
Expected exercise trigger multiple 2

Estimation of the value of the Share Options is subjective and uncertain as such values are subject to a
number of assumptions and with regard to the limitation of the model. The expected volatility is based
on the historical volatility reflecting the assumption that the historical volatility is indicative of future
trends, which may also not necessarily be the actual outcome. The expected exercise trigger multiple
is also estimated and is not necessarily indicative of the exercise patterns that may occur.

All significant features necessary to be considered for the measurement of fair values of the Share
Options granted in the year were incorporated into such measurement.

At 31 December 2023, the Company had no (31 December 2022: 8,136,004) non-vested Share Options
(including nil (31 December 2022: 1,762,666) non-vested Share Options granted to certain executive
directors, nil (31 December 2022: 2,546,000) non-vested Share Options granted to certain employees
among the five highest paid employees and nil (31 December 2022: 3,064,000) non-vested Share
Options granted to certain key management personnel) outstanding under the Share Option Scheme.

At the date of approval of these financial statements, the Company had no (2022: 8,136,004) Share
Options outstanding under the Share Option Scheme.
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31 December 2023

40. OTHER EQUITY INSTRUMENTS

China Universal Leasing Co., Ltd. (“China Universal Leasing”), a wholly-owned subsidiary of the Group,
issued the first tranche of the bonds (the “2021 T1 Bonds”) of the renewable corporate bond with a
total principal amount of RMB500,000,000, with a basic term of two years from 28 June 2021. The
2021 T1 Bonds are with an initial distribution rate of 5.1% per annum. The issue price is RMB100 per
bond, which is equal to 100% of the principal value of the 2021 T1 Bonds. The 2021 T1 Bonds have
been fully redeemed on 29 June 2023.

China Universal Leasing issued the second tranche of the bonds (the “2021 T2 Bonds"”) of the renewable
corporate bond with a total principal amount of RMB670,000,000, with a basic term of two years from
25 October 2021. The 2021 T2 Bonds are with an initial distribution rate of 4.83% per annum. The
issue price is RMB100 per bond, which is equal to 100% of the principal value of the 2021 T2 Bonds.
The 2021 T2 Bonds have been fully redeemed on 25 October 2023.

China Universal Leasing issued the first tranche of the bonds (the “2022 T1 Bonds”) of the renewable
corporate bond with a total principal amount of RMB480,000,000, with a basic term of one year from
22 December 2022. The 2022 T1 Bonds are with an initial distribution rate of 5.00% per annum. The
issue price is RMB100 per bond, which is equal to 100% of the principal value of the 2022 T1 Bonds.
The 2022 T1 Bonds have been fully redeemed on 22 December 2023.

China Universal Leasing issued the first tranche of the bonds (the “2023 T1 Bonds”) of the renewable
corporate bond with a total principal amount of RMB300,000,000, with a basic term of two years
from 27 March 2023. The 2023 T1 Bonds are with an initial distribution rate of 4.80% per annum. The
issue price is RMB100 per bond, which is equal to 100% of the principal value of the 2023 T1 Bonds.

China Universal Leasing issued the second tranche of the bonds (the “2023 T2 Bonds"”) of the renewable
corporate bond with a total principal amount of RMB600,000,000, with a basic term of two years
from 29 June 2023. The 2023 T2 Bonds are with an initial distribution rate of 4.30% per annum. The
issue price is RMB100 per bond, which is equal to 100% of the principal value of the 2023 T2 Bonds.

China Universal Leasing issued the third tranche of the bonds (the “2023 T3 Bonds”) of the renewable
corporate bond with a total principal amount of RMB500,000,000, with a basic term of one year from
7 September 2023. The 2023 T3 Bonds are with an initial distribution rate of 3.38% per annum. The
issue price is RMB100 per bond, which is equal to 100% of the principal value of the 2023 T3 Bonds.
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31 December 2023

40. OTHER EQUITY INSTRUMENTS (CONTINUED)

China Universal Leasing issued the first tranche of the notes (the “2023 T1 Notes”) of the perpetual
medium-term notes with a total principal amount of RMB250,000,000, with a basic term of two years
from 27 December 2023. The 2023 T1 Notes are with an initial distribution rate of 3.75% per annum.
The issue price is RMB100 per note, which is equal to 100% of the principal value of the 2023 T1 Notes.

China Universal Leasing is entitled, at the end of the agreed basic term and each extended period, to
an option to extend the term of the bonds. Distributions of the renewable bonds may be paid annually
and may be deferred at the discretion of China Universal Leasing unless a compulsory distribution
payment event (including distributions to the shareholders of China Universal Leasing) has occurred.
Following a deferral, arrears of distributions are cumulative. As the Group has no contractual obligation
to deliver cash or another financial asset, or to exchange financial assets or financial liabilities with
another entity under conditions that are potentially unfavourable to the Group, the Group classified
the renewable corporate bonds issued as equity instruments.

For the year ended 31 December 2023, the profits attributable to holders of the renewable corporate
bonds based on the applicable distribution rates were RMB89,419,000 (For the year ended 31 December
2022: RMB71,403,000) and the distribution made by the Group to the holders of the renewable
corporate bonds was RMB78,611,000 (For the year ended 31 December 2022: RMB72,829,000).
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41. FINANCIAL INSTRUMENTS BY CATEGORY

31 December 2023

The carrying amounts of each of the categories of financial instruments as at the end of each reporting

period are as follows:

2023

RMB’000

Financial assets
Financial assets at amortised cost:

Loans and accounts receivables 67,261,890
Financial assets included in prepayments, other receivables and other assets 501,158
Restricted deposits 690,972
Cash and cash equivalents 2,848,973
Financial assets at fair value through profit or loss:
Derivative financial instruments 101,935
Financial assets at fair value through profit or loss 216,641
Financial assets at fair value through other comprehensive income:
Debt investments at fair value through other comprehensive income 11,415
Equity investments designated at fair value through other comprehensive

income 2,778
Hedging instruments designated as cash flow hedges:
Derivative financial instruments designated as cash flow hedges 162,035
Total 71,797,797
Financial liabilities
Financial liabilities at amortised cost:
Trade and bills payables 2,988,673
Financial liabilities included in other payables and accruals 6,964,972
Convertible bonds — host debts 1,019,519
Interest-bearing bank and other borrowings 46,630,081
Financial liabilities at fair value through profit or loss:
Derivative financial instruments 1,284
Hedging instruments designated as cash flow hedges:
Derivative financial instruments designated as cash flow hedges 25,324
Total 57,629,853
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31 December 2023

41. FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

The carrying amounts of each of the categories of financial instruments as at the end of each reporting

period are as follows: (continued)

2022
RMB'000
(restate)
Financial assets
Financial assets at amortised cost:
Loans and accounts receivables 64,882,838
Financial assets included in prepayments, other receivables and other assets 403,197
Restricted deposits 778,303
Cash and cash equivalents 2,705,342
Financial assets at fair value through profit or loss:
Derivative financial instruments 6,389
Financial assets at fair value through profit or loss 245,987
Hedging instruments designated as cash flow hedges:
Derivative financial instruments designated as cash flow hedges 225,765
Total 69,247,821
Financial liabilities
Financial liabilities at amortised cost:
Trade and bills payables 2,294,424
Financial liabilities included in other payables and accruals 5,354,777
Convertible bonds — host debts 982,982
Interest-bearing bank and other borrowings 45,928,401
Financial liabilities at fair value through profit or loss:
Derivative financial instruments 3,117
Hedging instruments designated as cash flow hedges:
Derivative financial instruments designated as cash flow hedges 117,685
Total 54,681,386
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS

Financial instruments not measured at fair value

Financial assets and liabilities not presented at their fair value on the statement of financial position
mainly represent cash and cash equivalents, restricted deposits, loans and accounts receivables, financial
assets included in other receivables, trade and bills payables, financial liabilities included in other
payables and accruals, convertible bonds-host debts, and interest-bearing bank and other borrowings.

Cash and bank balances, restricted deposits, accounts receivable, notes receivable, current
portion of financial assets included in other receivables, trade and bills payables, short-
term borrowings and current portion of financial liabilities included in other payables
and accruals

Substantially all of the financial assets and liabilities mature within one year from the end of each
reporting period and their carrying values approximate to their fair values.

Lease receivables, receivables arising from sale-and-leaseback arrangements, factoring
receivables, interest-bearing bank and other borrowings excluding bonds issued and
short-term borrowings

Substantially all of the interest-bearing bank and other borrowings, excluding bonds issued and short-
term borrowings, are on floating rate terms, bear interest at prevailing market interest rates, and their
carrying values approximate to their fair values. For loans and accounts receivables with long-term
remaining maturities, the applied interest rates approximate to prevailing market interest rates and
their carrying values approximate to their fair value.
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)

Financial instruments not measured at fair value (continued)

Bonds issued and Convertible bonds — host debts

The fair values of the bonds and convertible bonds — host debts are calculated based on quoted market
prices or a discounted cash flow model that is used based on a current yield curve appropriate for the
remaining term to maturity.

The carrying amounts and fair values of the Group’s financial instruments, other than those with
carrying amounts that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values

2023 2022 2023 2022
RMB’000 RMB'000 RMB’000 RMB'000

Bonds issued 15,438,864 16,565,306 15,476,733 16,485,237
Convertible bonds — host debts 1,019,519 982,982 977,325 919,554

16,458,383 17,548,288 16,454,058 17,404,791

Non-current portion of financial assets included in other receivables and non-current
portion of financial liabilities included in other payables and accruals.

The fair values of the non-current portion of financial assets included in other receivables and the non-
current portion of financial liabilities included in other payables and accruals have been calculated by
discounting the expected future cash flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. The differences between the carrying amounts and fair
values of those financial assets and liabilities are not significant.
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)

Financial instruments measured at fair value

Interest rate swap contracts

The Group enters into several derivative financial instrument contracts with several counterparties. The
interest rate swaps are measured using valuation techniques similar to the present value calculations
of the swap models, which incorporate various market observable inputs including the credit quality
of the counterparty and yield curves.

Forward currency contracts

The Group enters into several derivative financial instrument contracts with several counterparties.
The foreign exchange rate swaps are measured using valuation techniques similar to the present value
calculations of the forward pricing, which incorporate various market observable inputs.

Cross-currency interest rate swaps

The Group enters into several derivative financial instrument contracts with one counterparty. The
cross-currency interest rate swaps are measured using valuation techniques similar to the present value
calculations of the forward pricing and swap models, which incorporate various market observable inputs.

Financial assets at fair value through profit or loss

The valuations of the financial assets at fair value through profit or loss were based on information
known to the Group and market conditions existing at the end of the reporting period. The fair values
were determined by using appropriate valuation techniques. Valuation techniques include using recent
arm’s length market transactions, referring to the current market value of another instrument that is
substantially the same and making as much use of available and supportable market data as possible.
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL

INSTRUMENTS (CONTINUED)

Financial instruments measured at fair value (continued)

Financial assets at fair value through profit or loss (continued)
Below is a summary of significant unobservable inputs to the valuation of financial instruments together
with a quantitative sensitivity analysis as at 31 December 2023:

Fair value at Relationship of
31 December Unobservable unobservable inputs to

Description 2023 Valuation technique input fair value

Equity investments designated
at fair value through other Adjusted recent The higher the volatility,
comprehensive income 2,778 transaction price Volatility the higher the fair value

Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair values of financial
instruments:

Level 1: fair values measured based on quoted prices (unadjusted) in active markets for identical assets
or liabilities;

Level 2: fair values measured based on valuation techniques for which all inputs which have a significant
effect on the recorded fair value are observable, either directly or indirectly;

Level 3: fair values measured based on valuation techniques for which any inputs which have a
significant effect on the recorded fair value are not based on observable market data
(unobservable inputs).
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL

INSTRUMENTS (CONTINUED)
Fair value hierarchy (continued)

Assets and liabilities measured at fair value
As at 31 December 2023

Level 1

Level 2

Level 3 Total

RMB’000

Financial assets at fair value through

RMB’000

RMB’000 RMB’000

profit or loss - 216,641 - 216,641
Debt investments at fair value through
other comprehensive income - 11,415 - 11,415
Equity investments designated at fair
value through other comprehensive
income - - 2,778 2,778
Derivative financial assets
— Forward currency contracts - 208,513 - 208,513
— Interest rate swap contracts - 32,935 - 32,935
— Cross-currency interest rate swaps - 22,522 - 22,522
- 492,026 2,778 494,804
Derivative financial liabilities
— Forward currency contracts - (25,324) - (25,324)
— Interest rate swap contracts - (1,284) - (1,284)
- (26,608) - (26,608)
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)

Fair value hierarchy (continued)

Assets and liabilities measured at fair value (continued)
As at 31 December 2022

Level 1 Level 2 Level 3 Total

RMB'000 RMB'000 RMB’000 RMB’000

Financial assets at fair value through

profit or loss = 245,987 = 245,987

Derivative financial assets
— Forward currency contracts - 146,220 — 146,220
— Interest rate swap contracts - 62,642 - 62,642
— Cross-currency interest rate swaps - 23,292 - 23,292
— 478,141 — 478,141

Derivative financial liabilities
— Forward currency contracts — 120,802 — 120,802
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31 December 2023

42.FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)

Fair value hierarchy (continued)

Liabilities for which fair values are disclosed:
As at 31 December 2023

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

Bonds issued 15,476,733 - - 15,476,733
Convertible bonds — host debts - 977,325 - 977,325
15,476,733 977,325 - 16,454,058

As at 31 December 2022

Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

Bonds issued 16,485,237 - - 16,485,237
Convertible bonds — host debts - 919,554 - 919,554
16,485,237 919,554 - 17,404,791

During the year ended 31 December 2023, there were no transfers of fair value measurement between
Level 1 and Level 2 and no transfers into or out of Level 3 (2022: Nil).
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise loans and accounts receivables, trade and bills
payables, interest-bearing bank and other borrowings, cash and short term deposits, and derivative
financial instruments. The main purpose of interest-bearing bank and other borrowings is to finance
the Group's operations while other financial assets and liabilities such as loans and accounts receivables
and trade and bills payables are directly related to the Group’s operating activities.

The Group also enters into derivative transactions, including principally interest rate swap contracts,
forward currency contracts, and cross-currency interest rate swaps. The purpose is to manage the
interest rate and currency risks arising from the Group's operations and its sources of finance.

The main risks arising from the Group's financial instruments are interest rate risk, currency risk, credit
risk and liquidity risk. The board of directors reviews and agrees policies for managing each of these risks.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group's interest-bearing bank and other borrowings and loans
and accounts receivables. The Group aims to mitigate such risks by reducing future variability in cash
flows or fair value, while balancing the cost of such risk mitigation measure.

The table below demonstrates the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant, to the Group's profit before tax.

The sensitivity of the profit before tax is the effect of the assumed changes in interest rates on profit
before tax, based on the financial assets and financial liabilities held at the end of each reporting period
subject to repricing within the coming year.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Interest rate risk (continued)

Increase/(decrease) in profit before

tax as at 31 December
|

2023 2022
RMB’000 RMB’'000

(restate)

Change in basis points
+100 basis points (98,220) (41,915)
— 100 basis points 98,220 41,915

The interest rate sensitivity set out in the table above is for illustration only and is based on simplified
scenarios. The figures represent the effect of the pro forma movements in profit before tax based
on the projected vyield curve scenarios and the Group's current interest rate risk profile. This effect,
however, does not incorporate actions that would be taken by management to mitigate the impact of
interest rate risk. The projections above also assume that interest rates of financial instruments with
different maturities move by the same amount and, therefore, do not reflect the potential impact on
profit before tax in the case where some rates change while others remain unchanged.

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates. The Group’s exposure to the risk of changes in foreign
exchange relates primarily to the operating activities of the Group (when receipt or payment is settled
using a currency that is different from the functional currency).

The Group conducts its businesses mainly in RMB, with certain transactions denominated in United
States dollar, and to a lesser extent, other currencies. The Group's exposure to treasury operations
mainly arises from its transactions in currencies other than RMB. The Group seeks to limit its exposure
to foreign currency risk by minimising its net foreign currency position. For example, the Group enters
into cross currency interest rate swaps and forward currency contracts to mitigate the currency risk
arising from variable cash flows of some of its foreign currency floating rate loans (see Note 18).

The exchange rate of RMB to the United States dollar ("USD") is managed under a floating exchange
rate system. The Hong Kong dollar (“HKD") exchange rate has been pegged to USD and therefore
the exchange rate of RMB to HKD has fluctuated in line with the changes in the exchange rate of
RMB to USD.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Currency risk (continued)

The table below is a sensitivity analysis of exchange rate changes of the currencies to which the Group
had significant exposure on its monetary assets and liabilities and its forecast cash flows. The analysis
shows the effect of a reasonably possible movement in the currency rate against RMB, with all other
variables held constant, on profit before tax. This effect, however, was based on the assumption that
the Group's foreign exchange exposures as at the end of each reporting period were kept unchanged
and, therefore, have not incorporated actions that would be taken by the Group to mitigate the adverse

impact of this foreign exchange risk.

Increase/
(decrease)
in foreign
exchange Increase/(decrease) in profit
rate before tax as at 31 December
2023 2022
% RMB’000 RMB’'000
Currency
If RMB strengthens against USD/HKD (1) 78 (349)
If RMB weakens against USD/HKD 1 (78) 349

Credit risk

Credit risk is the risk of loss arising from a lessee’s or counterparty’s inability to meet its obligations.

The Group enters into transactions only with the recognised and creditworthy third parties. In accordance
with the policy of the Group, the Group examines and verifies the credit risk of all customers that the
Group has credit transactions with. Besides, the Group monitors and controls the loans and accounts
receivables regularly to mitigate the risk of significant exposure from bad debts.

Other financial assets of the Group include cash and bank deposits, accounts receivable, notes receivable,
derivative financial instruments, financial assets at fair value through profit or loss, equity investments
designated at fair value through other comprehensive income, and financial assets included in other
receivables. The credit risk of these financial assets arises from the counterparty’s inability to meet its
obligations. The maximum exposure to credit risk is equal to the carrying amounts of these assets.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk (continued)

Credit risk is often greater when lessees are concentrated in one single industry or geographical location
or have comparable economic characteristics. Customers of the Group are diversely located in the
Chinese Mainland. Lessees of the Group are from different industries as follows:

As at 31 December 2023 As at 31 December 2022

RMB’000 % RMB’000 %
Interest-earning assets
Healthcare 12,418,950 18 17,346,262 27
Urban public utility 50,106,877 75 45,147,968 69
Others 4,822,758 7 2,739,601 4
67,348,585 100 65,233,831 100
Less: provision for
interest-earning assets 1,884,973 1,694,751
Net 65,463,612 63,539,080

As the customers of the Group are widely dispersed and are engaged in different industries, there is
no significant credit risk concentration within the Group.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk (continued)

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the Group's
credit policy, which is mainly based on the customers’ creditworthiness unless other information is
available without undue cost or effort, and year-end staging classification as at 31 December. The
amounts presented are gross carrying amounts for financial assets.

As at 31 December 2023

Stage | Stage Il Stage I
(12-month (Lifetime (Lifetime ECLs Simplified

ECLs) ECLs) - impaired) approach Total
RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

Accounts receivable - - 1,756,800 1,756,800
Notes receivable* 41,478 - - - 41,478
Interest-earning assets 59,293,895 5,855,572 314,145 - 65,463,612
Financial assets included in

prepayments, other receivables

and other assets 326,653 173,210 1,295 - 501,158
Restricted deposits 690,972 - - - 690,972
Cash and cash equivalents 2,848,973 - - - 2,848,973
Total 63,201,971 6,028,782 315,440 1,756,800 71,302,993

* includes notes receivable classified as debt investments at fair value through other comprehensive income.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk (continued)

Maximum exposure and year-end staging (continued)
As at 31 December 2022

Stage | Stage |l Stage Il
(12-month (Lifetime (Lifetime ECLs - Simplified
ECLs) ECLs) impaired) approach Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Accounts receivable (restated) - - - 1,341,858 1,341,858
Notes receivable 1,900 - - - 1,900
Interest-earning assets 57,364,300 5,703,086 471,694 - 63,539,080

Financial assets included in
prepayments, other receivables

and other assets (restated) 346,038 50,211 6,948 - 403,197
Restricted deposits 778,303 - - - 778,303
Cash and cash equivalents (restated) 2,705,342 - - - 2,705,342
Total 61,195,883 5,753,297 478,642 1,341,858 68,769,680

Note:

Among which, all the financial assets in stage 1 are credit rated as Pass.

As 31 December 2023, no assets were past due over 30 days and there is no information indicating that the
financial assets had a significant increase in credit risk since initial recognition.

When the lease payment for a period is past due by one day as at each reporting date, the whole interest-earning
assets is classified as past due.
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)
Liquidity risk
The Group manages its liquidity risk through maintaining flexibility in funding by keeping sufficient
available loan facilities or loan commitments provided by banks and other financial institutions, making

projections of future cash flows and evaluating the appropriate net current asset/liability position, and
maintaining an efficient internal fund transfer mechanism within the Group.

The tables below summarise the maturity profile of the Group’s financial assets and liabilities based
on the contractual undiscounted cash flows:

As at 31 December 2023
3 to less

On Less than than 1t05 Over
demand 3 months 12 months years 5years  Undated Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000

FINANCIAL ASSETS:
Loans and accounts receivables 179,547 9,441,962 20,583,323 46,565,105 - - 76,769,937
Financial assets included in prepayments,

other receivables and other assets 74,984 1393 517,003 135465 - - 728845
Restricted deposits - 690,972 - - - - 690,972
Derivative financial assets - 62,774 201,196 - - - 263,970
Financial assets at fair value through

profit or loss - 3,005 6,377 221,026 - - 230,408
Debt investments at fair value through

other comprehensive income - 1415 10,000 - - - 11,415
Equity investments designated at fair value

through other comprehensive income - - - - - 2,778 2,778
Cash and cash equivalents 2,848,973 - - - - - 2,848,973
Total financial assets 3,103,504 10,201,521 21,317,899 46,921,596 - 2,778 81,547,298
FINANCIAL LIABILITIES:
Trade and bills payables - 583,486 2,405,187 - - - 2,988,673
Financial liabilities included in other

payables and accruals 107,527 943,301 2,256,273 3,912,199 - - 7,219,300
Derivative financial liabilities - 10,975 15,633 - - - 26,608
Convertible bonds - host debts - 10,624 10,624 1,094,277 - - 1,115,525
Interest-bearing bank and other

borrowings 21 6,161,464 17,747,384 25,076,681 553,448 - 49,538,998
Total financial liabilities 107,548 7,709,850 22,435,101 30,083,157 553,448 - 60,889,104
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31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)
Liquidity risk (continued)

The tables below summarise the maturity profile of the Group’s financial assets and liabilities based
on the contractual undiscounted cash flows: (continued)

As at 31 December 2022 (restated)
3 to less
On Less than EN

demand 3 months 12 months 1to 5 years Over 5 years Total
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

FINANCIAL ASSETS:
Loans and accounts receivables 232,640 8,711,525 19,033,714 46,492,059 - 74,469,938
Financial assets included in prepayments, other

receivables and other assets 32,818 1,378 405,507 134,709 - 574,412
Restricted deposits - 786,706 - - - 786,706
Derivative financial assets - 712 130,898 100,544 - 232,154
Financial assets at fair value through

profit or loss - 2,960 8,118 246,712 - 257,790
Cash and cash equivalents 2,705,342 - - - - 2,705,342
Total financial assets 2,970,800 9,503,281 19,578,237 46,974,024 - 79,026,342
FINANCIAL LIABILITIES:
Trade and bills payables 558,333 - 1,736,091 - - 2,294,424
Financial liabilities included in other payables

and accruals 556,445 836,625 684,852 3,770,528 - 5,848,450
Derivative financial liabilities - - 37,494 83,308 - 120,802
Convertible bonds - host debts - 10,447 10,447 1,096,925 - 1,117,819
Interest-bearing bank and other borrowings - 4,123,947 17,829,853 26,514,449 215,228 48,683,477
Total financial liabilities 1,114,778 4,971,019 20,298,737 31,465,210 215,228 58,064,972
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Liquidity risk (continued)

The table below summarises the maturity profile of the Group’s credit commitments based on contractual
undiscounted cash flows:

As at 31 December

2023 2022
RMB’000 RMB’'000

Credit commitments:

Less than 3 months 1,749,000 2,530,000
3 to 12 months 320,000 -
Total 2,069,000 2,530,000

Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust dividend payments to
shareholders, return capital to shareholders, raise new debt or issue new shares. No changes were
made to the objectives, policies or processes for managing capital during the year.

The Group monitors capital using a gearing ratio, which is calculated as bank and other borrowings
divided by total equity. The gearing ratios as at the end of the reporting date were as follows:

Group

As at 31 December

2023 2022

RMB’000 RMB'000

(restated)

Bank and other borrowings (Note 26) 47,649,600 46,911,383
Total equity 20,367,958 19,720,821
Gearing ratio 2.34 2.38
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Capital management (continued)

CULC and Genertec Universal International Financial Leasing (Tianjin) Co., Ltd. (“TJ-
Leasing”)

The primary objective of the capital management of CULC and TJ-Leasing, principal subsidiaries of the
Group located in Chinese Mainland, is to ensure that they comply with the regulatory requirements of
the Ministry of Commerce of the PRC (the “MOFCOM") in addition to the general requirements that
are relevant to the Group. In accordance with the “Administration of Foreign Investment in the Leasing
Industry” promulgated by the MOFCOM on 3 February 2005, the “Interim Measures for the Supervision
and Management of Financial Leasing Companies” issued by the CBIRC on 26 May 2020 and other
relevant laws and regulations, CULC and TJ-Leasing have set up appropriate business development
and capital management programs and established a comprehensive evaluation system. They actively
adjust the capital structure in light of changes in the market and the risks confronted by adjusting
their dividend policy or financing channels. During the year, there were no significant changes in the
policies or processes for managing the capital of CULC and TJ-Leasing.

In accordance with the aforementioned requirements, CULC and TJ-Leasing should maintain their
risk assets (“Risk Assets”) within 8 times of their equity. The Risk Assets shall be determined on the
basis of the total assets less cash. The calculations of the ratios of the Risk Assets to equity as at each
reporting date were as follows:

CULC

As at 31 December

2023 2022

RMB’000 RMB’'000

Total assets 55,952,206 54,462,604
Less: Cash and cash equivalents (1,620,864) (1,266,864)
Total Risk Assets 54,331,342 53,195,740
Equity 11,387,540 11,200,978
Ratio of Risk Assets to equity 4.77 4.75
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

43. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

Capital management (continued)

TJ-Leasing

As at 31 December

2023 2022

RMB’000 RMB’000

Total assets 32,061,315 28,258,246
Less: Cash and cash equivalents (583,796) (211,772)
Total Risk Assets 31,477,519 28,046,474
Equity 6,377,156 5,291,647
Ratio of Risk Assets to equity 4.94 5.30

44. TRANSFERS OF FINANCIAL ASSETS AND INTERESTS IN THE
UNCONSOLIDATED STRUCTURED ENTITIES

The Group enters into securitisation transactions in the normal course of business whereby it transfers
loans and accounts receivables to special purpose entities. These special purpose entities are structured
entities established with the narrow and well-defined objectives to provide investors opportunities to
invest in those loans and accounts receivables and they generally finance the purchase of the loans and
accounts receivables by issuing asset-backed securities to investors. The Group assessed and determined
that those structured entities need not be consolidated as the Group has no control over them.

The Group may hold some subordinated tranches of those asset-backed securities and accordingly may
retain portions of the risks and rewards of the transferred loans and accounts receivables. The Group
would determine whether or not to derecognise the transferred loans and accounts receivables mainly
by evaluating the extent to which it retains the risks and rewards of the transferred assets.

During the year ended 31 December 2023, the Group transferred an aggregate carrying amount of

RMB5,456,000,000 (2022: RMB6,801,000,000) of loans and accounts receivables to the unconsolidated
structured entity, which qualified for full derecognition. Hence, the Group derecognised those assets.
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

44. TRANSFERS OF FINANCIAL ASSETS AND INTERESTS IN THE

45.

46.

UNCONSOLIDATED STRUCTURED ENTITIES (CONTINUED)

The Group also transferred loans and accounts receivables to other unconsolidated structured entity,
where the Group held some subordinated tranches and hence retained continuing involvement in
the transferred assets (i.e. loans and accounts receivables amounting to RMB2,169,000,000 as at
31 December 2021). As a result, as at 31 December 2023, the balance of subordinated tranches of
asset-backed securities held by the Group amounted to RMB201,049,000 (2022: RMB172,518,000).
The Group provided liquidity support amounting to RMB 108,450,000 (2022: RMB108,450,000) to the
unconsolidated structured entity. In addition, the balances of continuing involvement in transferred
assets and associated liabilities both amounted to RMB309,499,000 (2022: RMB280,968,000), which
approximate the maximum exposure to losses from its involvement in such securitisation arrangement
and the unconsolidated structured entity.

During the year ended 31 December 2023, as a result of the securitisation transactions, the Group
recognised losses of RMB1,624,000 (2022: RMB1,154,000) from transfers of loans and accounts
receivables.

EVENTS AFTER THE REPORTING PERIOD

On 25 March 2021, Genertec Universal Medical Development (BVI) Co., Ltd. (the "Issuer"), a wholly-
owned subsidiary of the Company, issued the guaranteed convertible bonds in an aggregate principal
amount of USD150,000,000 due 2026. Pursuant to the terms and conditions of the convertible bonds,
each bondholder has the right to require the Company to redeem all or part of such bondholder’s
convertible bonds on the put option date (i.e., 25 March 2024 or 25 March 2025) at 100% of their
principal amount (together with interest accrued but unpaid up to the put option date).

On 22 February 2024, the Issuer received the put option exercise notice from CCP Leasing Il Limited in
respect of USD60,000,000 in an aggregate principal amount of the convertible bonds ("Put Bonds"),
together with the relevant interest accrued but unpaid up. Accordingly, the Issuer is required to redeem
the Put Bonds on 25 March 2024.

COMPARATIVE AMOUNTS

Certain comparative information for 2022 and 2021 have been restated to reflect the effect of
business combination under common control as detailed in Note 33(a).
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31 December 2023

47.STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting
period is as follows:

2023 2022
RMB’000 RMB’000

NON-CURRENT ASSETS

Property, plant and equipment 262 320
Prepayments, other receivables and other assets 483 7,344,398
Investments in subsidiaries 6,630,858 6,579,799
Right-of-use assets 1,623 2,648
Derivative financial instruments - 57,369
Total non-current assets 6,633,226 13,984,534
CURRENT ASSETS

Prepayments, other receivables and other assets 7,815,745 5,030,859
Dividends receivable from a subsidiary 665,000 562,400
Derivative financial instruments 93,191 38,688
Restricted deposits 82,864 149,628
Cash and cash equivalents 67,447 190,808
Total current assets 8,724,247 5,972,383
CURRENT LIABILITIES

Trade payables 280 91
Other payables and accruals 34,157 31,989
Interest-bearing bank and other borrowings 6,160,746 6,027,450
Derivative financial instruments 13,793 -
Total current liabilities 6,208,976 6,059,530
NET CURRENT ASSETS/(LIABILITIES) 2,515,271 (87,147)
TOTAL ASSETS LESS CURRENT LIABILITIES 9,148,497 13,897,387
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NOTES TO FINANCIAL STATEMENTS

31 December 2023

47.STATEMENT OF FINANCIAL POSITION OF THE COMPANY
(CONTINUED)

2023 2022

RMB’000 RMB’'000

NON-CURRENT LIABILITIES

Interest-bearing bank and other borrowings 3,173,058 8,100,558
Derivative financial instruments - 24,557
Net assets 5,975,439 5,772,272
EQUITY

Share capital 5,297,254 5,297,254
Reserves (note) 678,185 475,018
Total equity 5,975,439 5,772,272

Peng Jiahong Wang Wenbing
Director Director
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31 December 2023

47.STATEMENT OF FINANCIAL POSITION OF THE COMPANY

48. APPROVAL OF THE

(CONTINUED)

Note:

A summary of the Company’s reserves is as follows:

Capital
reserve
RMB’000

Hedge
reserve

RMB’000

Retained

profits
RMB’000

Share-based
compensation
reserves
RMB’000

Total
RMB'000

Balance at 1 January 2023 33,302 (139,630) 569,308 12,038 475,018
Profit for the year - - 667,484 - 667,484
Other comprehensive income for the year:

Cash flow hedges, net of tax - 126,606 - - 126,606
Recognition of equity-settled share-based

payments - - - 1,059 1,059
Dividends - - (591,982) - (591,982)
At 31 December 2023 33,302 (13,024) 644,810 13,097 678,185
Balance at 1 January 2022 33,302 (6,787) 588,050 11,596 626,161
Profit for the year - - 559,770 - 559,770
Other comprehensive loss for the year:

Cash flow hedges, net of tax - (132,843) - - (132,843)
Recognition of equity-settled share-based

payments = = = 442 442
Dividends = - (578,512) - (578,512)
At 31 December 2022 33,302 (139,630) 569,308 12,038 475,018

FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 27

March 2024.
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