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Financial Highlights
BB HE

KEY FINANCIAL PERFORMANCE
ETRHMBRA

RMB million A R¥H & T

Profit for the period attributable f
to owners of the Company Gross profit

52 A A FEAL 2 PR 7
$67.6

Revenue Profit for the period
e £ P %A
For the six months ended 30 June
BEARA=THLEARER
2019 2018
—E-hnE —ZE-N\HF
PoP Change RMB’000 RMB’000
L H ARBT T ARBTT
Revenue W +23.8% 914,364 738,589
Gross profit EF +10.7% 185,946 168,048
Gross profit margin E R -2.5b.p. 20.3% 22.8%
Profit before taxation B 752 AT A +27.1% 84,689 116,229
Profit for the period atfributable to VIN/NSIETFEDN
owners of the Company FE A5 BB AR F -21.0% 67,637 85,632
Earnings per share — basic BRAEN-EX -21.1% 20.2 25.6
Adjusted EBITDA 4% JF EE EBITDA +10.4% 136,615 123,742
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Financial Highlights
B BE

PATIENT VISITS REVENUE PROPORTION BY
m A AR MAJOR HEALTHCARE DISCIPLINES*
Thousand Visits F A X IEﬂE“&ﬁ{E EE *
No. of
No. of :
: : outpatient
inpatient O 2019 | 2018
- EEINA No. of
ER AR POTOR—— 561.9 surgeries
2019 36.0 2018 765.4 prea=1 Neurology related disciplines
2018 30.5 zo}z 718.8 FHrE RERENEENE
2017 28.2 : 019N 8.4 D
: 11 gg}g 5 56 > » %ﬂgz; related disciplines
i Lof® . | ©
: —

Internal medicine related disciplines
1Ll : AREENE
- °
(NN / [12.0
o)

5 — O
: : : : + Cardiovascular related disciplines
1 RN DMEREMNE
SN 7 =/Amm D

|T|/ /_/

O=Q

0&G related discipli
REVENUE PoP GROWTH OF MAJOR HEALTHCARE DISCIPLINES* RENEWHE

F B R = B P Y 25 ) L FH i 17.5]RK

803%  240% @

Oncology related disciplines

EREERE ;l*eurolcgy reloted dlsapllnes

Paediatrics related disciplines
REBSZRBNE

D

TR General surgery related disciplines
e related disciplines EEANREERE

|8.8

Emergency medicine related disciplines
SREENE

@\53

Other disciplines
HtRE

@ | 24.6

lated disciplines
related disciplines

* The amount does not include revenue from rehabilitation and other healthcare services, hospital management services, sale of pharmaceutical products and others.

*ZERTEEREHEEREMBERY - BREIERY KSR R EM
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Management Discussion and Analysis
EEENWR DN

BUSINESS REVIEW AND OUTLOOK

Business Overview for the six months ended 30 June 2019

In the first half of 2019, the Group’s consolidated revenue reached its record
high to RMB914.4 million (six months ended 30 June 2018: RMB738.6 million),
representing a period-on-period growth of 23.8%, mainly attributable to the
growth of the Group’s owned-hospital operations. In particular, Kanghua Hospital
and Renkang Hospital, have delivered solid growth in revenue of 20.3% and
5.6%, respectively. However, the Group’s results for the Reporting Period has
been adversely affected by losses incurred at the Group’s 60%-owned hospital,
namely Zhonglian Cardiovascular Hospital, which the Group acquired in August
2018, mainly because Zhonglian Cardiovascular Hospital is still at its initial stage
of ramping up its operations.

The Group’s consolidated profit for the six months ended 30 June 2019 has
dropped to RMB55.5 million (six months ended 30 June 2018: RMB89.4 million),
representing a period-on-period decrease of 37.9%. However, the Group’s
Adjusted EBITDA has recorded a period-on-period increase of 10.4% to RMB136.6
million (six months ended 30 June 2018: RMB123.7 million), which indicates that
the Group’s core operation has remained strong after eliminating the effects of
financing, investment-related income, effects of exchange rate changes and
capital expenditures.

- 6 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2019
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Management Discussion and Analysis

The Group's rehabilitation and other related healthcare services segment,
through its ownership of 57% equity interest in Anhui Hualin Medical Investment
Co., Utd. ("Anhui Hualin), has recorded a revenue of RMB35.6 million (six months
ended 30 June 2018: RMB14.6 million). Anhui Hualin directly and indirectly (through
its wholly-owned subsidiary) holds sponsor interests in certain private non-
enterprise entities in Anhui Province, the PRC. It mainly operates two rehabilitation
hospitals, one general hospital, nine rehabilitation centres and one vocational
training school.

Hospital Services

The Group’s hospital services segment represented by the Group’s owned
hospitals, namely Kanghua Hospital, Renkang Hospital and Zhonglian
Cardiovascular Hospital, has continued to deliver consistent growth in results, in
particular (i) the total number of inpatient visits reached 36,025 (for six months
ended 30 June 2018: 30,507), representing a period-on-period increase of 18.1%;
(ii) the overall average spending per inpatient visit amounted to RMB14,883.7
(six months ended 30 June 2018: RMB13,969.5), representing a period-on-
period increase of 6.5%; (i the overall bed utilisation rate dropped to 80.6% (six
months ended 30 June 2018: 87.8%), mainly affected by the lower bed utilisation
performance at Zhonglian Cardiovascular Hospital; (iv) the average length of stay
was slightly lowered to 7.3 days (six months ended 30 June 2018: 7.6 days) as
a result of further improved clinical processes; (v) the total number of outpatient
visits reached 861,872 (six months ended 30 June 2018: 765,370), representing
a period-on-period increase of 12.6%; (vi) the overall average spending per
outpatient visit amounted to RMB347.6 (six months ended 30 June 2018:
RMB338.1), representing a period-on-period increase of 2.8%; and (vii) the total
number of surgical operations reached 20,994 (six months ended 30 June 2018:
18,875), representing a period-on-period increase of 11.2%.

BEERWR DT
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BHBEELZHEREERREAR AR ([R
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Management Discussion and Analysis
EEENWR DN

The table below sets forth certain key operational data of the Group’s owned
hospitals of the hospital services segment for the periods indicated:

TRV AEERENERRBSHNE
RTINS T EE S EEE

For the six months ended 30 June
BEAA=1+HILEAEAR

Change 2019 2018
& —E-NF — N\
Inpatient healthcare services {EBr & B AR %
Inpatient visits BT AR +18.1% 36,025 30,507
Average length of stay (days) FHERBE(R) -0.3 7.3 7.6
Average spending per visit (RMB) FARFEHRAT (AR +6.5% 14,883.7 13,969.5
Outpatient healthcare services MY BERS
Outpatient visits REFNN +12.6% 861,872 765,370
Average spending per visit (RMB) BARTHRAZ (AR®T) +2.8% 347.6 338.1
Physical examination services B R IRA
Physical examination visits BRAK +15.7% 76,307 65,960
Average spending per visit (RMB) BARFHRAX (ARET) -3.5% 4412 4573
Kanghua Hospital FREEEERT
In the first half of 2019, Kanghua Hospital continued fo respond to the initiatives A —ZT — HF - 4F - FEL[ R EELER
of the government for the establishment of the Medical Association by actively A EREEEZ/AEMNIEE B AEEZ

participating in the establishment of the Medical Association with lower-level
medical institutions such as town and street hospitals and community health
service centres in Dongguan, and taking the lead in formulating relevant work
implementation plans. During this period, Kanghua Hospital established new
medical alliances in the fields of first aid, rehabilitation medicine and endocrine
and metabolic medicine.
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Management Discussion and Analysis

In terms of specialist development and construction of medical centres, Kanghua
Hospital also attained remarkable achievements, including:

(il Oncology disciplines: The number of patients admitted into the disciplines
and the number of outpatient visits increased significantly as compared to
the same period last year. This was accomplished through utilising brand
new equipment to carry out various kinds of radiotherapy techniques,
strengthening multidisciplinary joint therapy within the hospital and
cooperating with authoritative oncology hospitals;

[il  Hematology Disease Centre: The centre carried out new fechnologies and
new projects for stem cell fransplantation in relation to recurrent leukemia
and lymphoma. In addition, the multi-site consultation mode has been
adopted for complex diseases so that well-known experts from all over the
country are invited to come to the hospital for consultation and teaching, so
as to improve the treatment level and rate of recovery from diseases in the
centre; and

[iil  Chest Pain Centre: In April 2019, the centre successfully passed the re-
certification review by the China Chest Pain Centre and maintained the
qualifications of a National Chest Pain Centre.

With the continuous improvement of its quality of medical services, Kanghua
Hospital's industry influence continues to expand. In March 2019, the “Top 100
Competitive Non-Public Hospitals in China in 2018” list, published by Asclepius,
an independent third-party hospital evaluation institute, again ranked Kanghua
Hospital third place nationwide with excellent results.

BEERWR DT
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Management Discussion and Analysis
BEENWR O

Renkang Hospital

In the first half of 2019, Renkang Hospital continued to optimize its operation
management system as well as strengthen its management of medical
technology and control of medical quality, tfreatment schemes and medical
insurance expenses. This has contributed to the steady growth of the number of
patients and revenue and the effective reduction of its operating costs.

Furthermore, Renkang Hospital continues to promote the development of
special and exceptional specialities, including the disciplines of gynecology and
obstetrics, paediatrics, stomatology, health examination, geriatrics and traditional
Chinese medicine. Indeed, through the induction of talented individuals, investing
in equipment, expanding inpatient wards and strengthening marketing efforts,
the comprehensive strength and influence of these specialities are constantly
enhanced. In the first half of 2019, Renkang Hospital became a member of
the Southern Geriatric Disease Prevention and Control Alliance, the Dongguan
Geriatric Medical Specialist Alliance and the Guangdong Province’s Commission
on Occupational Health.

Zhonglian Cardiovascular Hospital

In 2019, the Zhonglian Cardiovascular Hospital entered its third year of operation.
With the rapid development of the hospital, it attracted cardiovascular specialists
to join and well-known domestic experts to give diagnosis. Furthermore, the
disciplines of Radiology and Clinical Laboratory obtained a number of patents
and certifications and carried out a series of academic study. As a result, the
number of patients in the first half of 2019 increased substantially, with over 7,500
outpatient visits, an increase of more than 70% compared to the same period
last year, and around 900 inpatient visits an increase of over 100% compared to
the same period last year. In addition, on the premise of guaranteeing medical
quality and safety, the volume of surgeries in the hospital steadily increased.
During the first half of 2019, 63 cases of cardiac surgery were performed, an
increase of 26.0% compared to the same period last year, and 279 cases of
interventional cardiac surgery were performed, an increase of 65.1% compared
to the same period last year.

At present, the hospital is striving to build the discipline centres with Kanghua's
characteristics, which would include the establishment of a hypertension centre
and CCU-based heart failure wards, and to bolster the construction of the Chest
Pain Centre. The Group believes that the Zhonglian Cardiovascular Hospital will
continue to strengthen its influence and reputation in the field of cardiovascular
specialty in Southwest China and deliver predictable returns in the future.

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2019
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Management Discussion and Analysis
BEENWR I

The table below sets forth the revenue contribution by healthcare disciplines of
our hospital services segment for the periods indicated:

TR AR HIE IR BB R D 5F 80 B
SEME KRS FR

For the six months ended 30 June

BEXA=THILAER

2019 2018
ZE-NE —E-N\F

% of % of
revenue of revenue of
the Group's the Group’s
owned owned
hospitals hospitals
PEEEE HMEARE
Change ~ RMB000 HEHEMRH  RMB000 HAZRH
Healthcare disciplines "* N 2y ARMTT WEEIL ARBTI KRB/
0&G related disciplines FEMEENE +7.6% 151,917 17.5 141,45 19.7
Cardiovascular related disciplines LNEEBERE +36.5% 122,340 141 89,618 12.5
Infernal medicine related disciplines AREERZE +20.9% 103,437 1.9 85,539 12.0
General surgery related disciplines TR BN E +10.5% 69,676 8.0 63,051 8.8
Neurology related disciplines BRBEEERE +24.0% 59,624 6.9 48,077 67
Emergency medicine related disciplines SREBRNE +55.7% 58,320 6.7 37,449 53
Orthopaedics related disciplines BRIEARE +6.2% 53,176 6.1 50,065 7.0
Paediatrics related disciplines TEERZEUNE +31.7% 31,533 36 23,934 34
Oncology related disciplines EREBMEE +80.3% 25121 29 13,930 19
Nephrology related disciplines EREHERE +26.1% 20,365 23 16,154 23
Medical aesthefic related disciplines BEXRERENE +18.7% 18,779 21 15,817 22
Physical examination BiRE +11.6% 33,668 39 30,163 42
Other disciplines HitEs AR E +21.3% 121,478 14.0 100,151 140
Tofal Bt 869,434 100.0 715,093 100.0

Note: The Group’s healthcare disciplines can generally be classified into clinical disciplines
and medical technology disciplines. Medical technology disciplines provide
diagnostic and treatment support according to the requirements of clinical disciplines
from time to time. Revenue derived from services delivered through medical
technology disciplines is generally recognised in the relevant clinical disciplines that

utilised such services.
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R e 22 5 A B B2 1 22l FDR B SR - BB
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Management Discussion and Analysis
BEENWR O

In the first half of 2019, the Group performed 8,380 surgeries with level 3 or level 4
complexities (six months ended 30 June 2018: 5,619), representing a period-
on-period increase of 49.1%. O&G disciplines, internal medicine disciplines,
cardiovascular disciplines, general surgery disciplines and neurology disciplines
(six months ended 30 June 2018: O&G disciplines, internal medicine disciplines,
cardiovascular disciplines, general surgery disciplines and orthopaedics
disciplines) were the top five revenue generating disciplines of the Group for the
first half of 2019, accounting for approximately 58.4% of the Group’s total revenue
in the same period (six months ended 30 June 2018: 60.1%).

During the six months ended 30 June 2019, the revenue from all disciplines of
the Group’s owned hospitals recorded considerable growth, which was mainly
driven by the demand of the Group’s services offerings. In particular, (a) 0&G
related disciplines still remained the Group’s strongest area and revenue from
0&G related disciplines recorded a period-on-period increase of 7.6%. The
Group’s O&G related disciplines continue to be a stable revenue driver of the
Group, and the increase is primarily aftributable to the expansion of O&G related
workforce and medical facilities and the growth of O&G service offerings at
the VIP centre; (b) revenue from cardiovascular related disciplines recorded a
strong period-on-period increase of 36.5%, primarily attributable to the revenue
contribution of the newly acquired Zhonglian Cardiovascular Hospital in August
2018 and the continued growth in reputation of our treatments in cardiovascular
diseases within Guangdong Province; (c) revenue from infernal medicine related
disciplines also recorded a considerable period-on-period increase of 20.9%,
primarily attributable to the recruitment of more reputable healthcare experts and
professionals to improve the service quality and freatment results; (d) revenue
from neurology related disciplines recorded a period-on-period increase of
24.0%, primarily attributable to recruitment of new neurology specialists resulting
in an overall improvement of medical capabilities in this area; and (e) oncology
related disciplines recorded a significant period-on-period increase of 80.3%,
primarily as a result of recruitment of oncology specialists in 2017 which has
continued fo increase the aftraction of patients to Kanghua Hospital ever since.
The Group will continue to recruit medical experts and talents, accelerate the
installation and implementation of the medical equipment and promote the
development of these disciplines comprehensively, as well as increase the
capability to receive and treat critical tumor patients.

- ]2 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2019
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Management Discussion and Analysis

In 2019, the Group’s main revenue driving strategies of our hospital services
segment are:

(i)

(ii)

(iii)

(iv)

Cardiovascular disciplines: The Group is cooperating with Provincial
People’s Hospital in all aspects, attracting well-known experts, improving
the level of interventional treatment of complex Chronictotal Occlusion
pathological changes in the Cardiac Centre and further expanding the
influence of specialty practices;

Neurology disciplines: The Group is establishing the Neuroscience Neural
Care Unit, expanding wards, developing further facilities in the Stroke
Centre and cooperating with lower-level hospitals;

Oncology disciplines: The Group is using new radiotherapy equipment to
consolidate and improve its advantages in the treatment of and technology
used for nasopharyngeal cancer, breast cancer and cervical cancer,
compared to others in the industry. The Group is further cooperating with
the Cancer Centre of the University of Hong Kong-Shenzhen Hospital; and

Emergency medicine related disciplines: The Group is establishing
emergency wards, Emergency Intensive Care Unit wards, and Trauma
Treatment Centres. The Group is also excelling in the treatment of frauma
patients, strengthening the development of Extracorporeal Membrane
Oxygenation (ECMO) technology, conducting emergency applications
of ECMO technology and building a training base for cardiopulmonary
cerebral resuscitation. Moreover, the Group is establishing additional
Intensive Care Unit wards and increasing the number of beds in its
hospitals. The Group is additionally developing treatment for certain
diseases (severe pancreatitis and sepsis) and expanding its superior
projects (Continuous Renal Replacement Therapy and ECMO technologies).

1451 b
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The Group’s special services are high-end healthcare services that extend beyond
basic medical services and are specifically catered for the more affluent patients
who are willing to pay a premium for higher quality and customised services not
generally available in public hospitals. The Group’s special services consist of VIP
healthcare services, reproductive medicine, plastic and aesthetic surgery and
laser treatment. In first half of 2019, the total revenue derived from special services
amounted to RMB90.6 million (six months ended 30 June 2018: RMB72.7 million),
representing a period-on-period increase of 24.6%. In the first half of 2019, the
average spending per inpatient visit of VIP healthcare services amounted to
RMB29,830.5 (six months ended 30 June 2018: RMB23,785.9), representing a
period-on-period increase of 25.4%, primarily attributable to our quality service
offerings from Huaxin Building (a complex in Kanghua Hospital dedicated to
VIP healthcare services), including comprehensive O&G services dedicated to
VIP patients and our ability to increase the pricing as our services mature. Our
revenue from VIP inpatient services recorded RMB35.6 million (six months ended
30 June 2018: RMB21.6 million), representing a period-on-period increase of
64.8%, primarily driven by the increase in average spending as our O&G service
offerings at our VIP inpatient centre continues to gain reputation and market
demand. Furthermore, our revenue from VIP outpatient service amounted to
RMB19.3 million (six months ended 30 June 2018: RMB15.0 million), representing
a period-on-period increase of 28.7%.

However, our revenue from reproductive medicine has dropped to RMB27.7
million (six months ended 30 June 2018: RMB29.5 million) with a period-on-
period decrease of 6.1%. The drop of reproductive medicine is mainly caused
by the retirement of a reproductive medicine specialist at Kanghua Hospital and
the gradually stabilising demand due to the two-child policy in the Guangdong
Province since its launch in year 2016.
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Management Discussion and Analysis

The table below sets forth some key operating data and revenue for the Group’s
special services:

BEERWR DT

TRINEAREEAIRIRB A S T RIS E
g R M as

For the six months ended 30 June
BEA~A=1THILEAEA

Change 2019 2018

Special Services S ERR TS k) —E_RE —= &
VIP healthcare services EEEERK

Inpatient visits FBT AR +31.6% 1,192 906

Outpatient visits BEFNN +18.9% 32,488 27,330

Revenue (RMB'000) Wz (ARBFIT) +50.1% 54,820 36,529
Reproductive medicine HIHEE

Number of outpatient visits P22 AR -8.3% 26,602 29,019

Revenue (RMB'000) Wi (ARETT) -6.0% 27,720 29,488
Plastic and aesthetic surgery B ERIMR

Revenue (RMB'000) W (ARETFT) +20.7% 2,725 2,258
Laser freatment B EE

Revenue (RMB’000) W (AREBFIT) +20.9% 5,303 4,387
Total revenue from special services R IR AR B0 AR W

(RMB'000) (ANR®FT) +24.6% 90,568 72,662
Rehabilitation and other Healthcare Services FR18 B HoAth B8 AR 75

During the first half of 2018, the Group have successfully acquired 57% equity
interest in Anhui Hualin. Anhui Hualin directly and indirectly (through its wholly-
owned subsidiary) holds sponsor interests in the managed and controlled
entities, all of which are private non-enterprise entities in the PRC. At the date of
this interim report, our rehabilitation and other healthcare services segment has
two rehabilitation hospitals, one rehabilitation clinic, one Class | general hospital,
nine rehabilitation centres for the disabled, one vocational training school and
one pharmacy store company in Anhui Province, the PRC (collectively referred to
as the "Anhui Hualin Group”). The Anhui Hualin Group has generated significant
synergistic value to the Group and expanded our presence in the rehabilitation
healthcare sector in the PRC.

Anhui Hualin Group currently employs more than 500 staff and has served more
than 50,000 patients in 2018. The Anhui Hualin Group has a stable cooperation
with the Anhui Disabled Persons Federation and local governments in the
provision of home-based care services for the elderly and training services for the
disabled. The Anhui Hualin Group is also a major organisation offering children
rehabilitation services in Auhui Province, the PRC.
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As at 30 June 2019, the three hospitals operated by Anhui Hualin Group have a
total of 220 registered beds. During the Reporting Period, Anhui Hualin Group
had 12,562 (from 1 April 2018 to 30 June 2018: 7,361) outpatient visits, 890 (from
1 April 2018 to 30 June 2018: 567) inpatient visits and served 29,212 (from 1 April
2018 to 30 June 2018: 3,718) rehabilitation patients. Revenue from rehabilitation
and other healthcare services amounts to RMB35.6 million (from 1 April 2018 to 30
June 2018: RMB14.7 million), representing a period-on-period increase of 142.8%.

Since the completion of the acquisition, with the support of the Group’s resources,
capital and development strategy, Anhui Hualin Group has developed steadily,
with its network of medical institutions constantly expanding. Following the
successful opening of the Hefei Kanghua Rehabilitation Hospital in 2018, in the
first half of 2019, after participating in the government's public bidding, Anhui
Hualin Group successfully won the bids of two rehabilitation centre projects: the
Changfeng County Beicheng Rehabilitation Centre and the Feixi County Kanghua
Children’s Rehabilitation Centre, which are scheduled to commence operations in
October 2019.

In the first half of 2019, Anhui Hualin Group actively developed its network
of institutions, while also focusing on the development and operation of
existing medical institutions and rehabilitation centres. In this period, the newly
established Hefei Kanghua Rehabilitation Hospital also entered into the formal
operation stage from the trial operation stage. By creating a customisable
management method, actively exploring and fostering referral channels, as well
as developing rehabilitation specialties, the Group has successfully strengthened
its brand image in the local area. In the first half of 2019, the hospital also entered
into out-patient and in-patient medical insurance agreements with Hefei Medical
Insurance Centre, pursuant to which it has obtained the qualifications of a
locally designated medical insurance institution. In addition, the Group’s chain
rehabilitation centres actively increased its business volume with the help of
resources, venues, scale, experience and other advantages, enhancing overall
brand influence in Anhui Province’s rehabilitation market.
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Management Discussion and Analysis

In the future, Anhui Hualin Group will continue to accrue talents through various
channels and training, constantly enhance its medical software and hardware
configuration, comprehensively improve the level of its medical services, further
increase its business revenue, and continue to make beneficial contributions to
the Group.

Hospital Management Services

In 2016, the Group entered into a management agreement with Zhonglian
Cardiovascular Hospital. It was the Group’s first managed hospital and
represented its first step of extending the Group’s presence to outside of
Guangdong Province. Zhonglian Cardiovascular Hospital commenced operations
in March 2017 and has developed at a promising pace.

In August 2018, the Group completed the acquisition of 60% equity interest of
Zhonglian Cardiovascular Hospital, which has since become a non-wholly-
owned subsidiary of the Company. The Board considers that full integration and
consolidation of Zhonglian Cardiovascular Hospital into the Group’s operations
will enable the Group to benefit from the operating prospects of Zhonglian
Cardiovascular Hospital to a greater extent in the long term. Since the acquisition
of Zhonglian Cardiovascular Hospital and up to the date of this interim report, the
Group has had no other management arrangement with third party hospitals.
The Company will continue to search for appropriate opportunities to undertake
hospital management operations.

Sale of Pharmaceutical Products

The Group’s sale of pharmaceutical products segment includes a pharmaceuticals
and medical consumables trading company established for the purpose of
streamlining pharmaceuticals and medical consumables sales directly to the
patients at the Group’s hospitals and walk-in customers who may not be patients
of the Group’s hospitals. The operation of this pharmacy company has in general
lowered our overall cost of revenue through centralizing of purchase function
and thereby increasing the overall margin of the Group. Revenue from sales of
pharmaceutical products for the Reporting Period amounted to RMB8.8 million (six
months ended 2018: RMB6.9 million), representing a period-on-period increase
of 27.5%.
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Industry Outlook and Strategy

Entering 2019, the One Belt One Road Initiative had been promoted in all aspects
and the strategy of Healthy China 2030 had been fully implemented. The demand
for an international healthcare market had also increased, and the healthcare
consumption upgrade of domestic had quickened. In the first half of 2019, new
policies in the field of medicine and healthcare were frequently instituted in China
and the pace of medical reform was further accelerated. Among these policies,
those which are important for the direction of the medical services industry
include:

(1 Promoting social capital fo run medical services: policies are encouraging
and supporting social capital to provide medical services, including
simplifying the process of assessment and obtaining approval, promoting
the division of labor between public medical institutions and social medical
service providers, improving medical insurance support policies and
improving the consolidated regulatory system.

(2)  Implementing diagnosis-related group payment: policies are promoting the
change of medical insurance payment methods from “payment by project”
to “payment by disease”. That is, setting a fixed reimbursement standard
for each disease and reimbursing the expenses to medical institutions by
medical insurance institutions in accordance with a unified standard. This
new method of payment will effectively solve the problem of excessive
drug use in hospitals, unreasonable inspections and treatment plans and
improve the quality of medical services.

(3)  Supporting the inheritance and innovation of Traditional Chinese Medicine
(“TCM"): policies are strengthening the training of falents in TCM, including
through promoting the combination of college education and doctor-
accepted education and improving the evaluation system of professional
titles of TCM doctors. Simultaneously, the state will be supporting the
construction of scientific research and innovation arrangements such as
TCM laboratories, as well as increasing pilot clinical collaborations between
TCM and Western medicine for major and difficult diseases.

(4)  Encouraging the construction of elderly care services system with the
combination of medical care and nursing care: policies are strengthening
market mechanisms, improving the training of nursing professionals
for the elderly and encouraging social forces to participate in the elderly
care services market. This will continuously improve the elderly care
services system which is predicated on home care and relies on the social
community, effectively meeting the diversified and multi-level needs of
medical care and elderly services of the elderly.
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(5)  Continuing to promote the construction of medical association: policies — (5) #EHEEHEHZE  E—FEEH
are further integrating and medical resources are being shared within ZRFAEEEZEIR N |9%E_L%J'%
the regions. Additionally, policies are accelerating the establishment of a rE® ETHERERED - 218
graded diagnosis and treatment model that consists of a first diagnosis in MERD BN D RDEEL o

primary hospitals, a two-way referral system between higher and lower
hospitals and the division of treatment for acute and chronic diseases.

In the first half of 2019, closely following the trend of medical reform policies, —NEFELEH¥F  NEEERERE PR @J
the Group actively promoted the establishment of the Medical Association ﬂ ET%ﬁjﬁiQ% SERBE SRR

and deepened the layout strategy of its medical network through constantly & & HE B 58 B 48 #9 48 32 F1 R (L B8 f?zlﬂi%?ﬁ
consolidating the quality of its own medical services. In the future, it is believed ~ BERE ° KK - BIEEHRBBRENKET
that under the relevant support policies, the Group will further optimize its medical ~ NEBGHE — S B EBEERE R - B35
management system, focus on the development of key and characteristic EEERiFEHEE LA&%%EKT@M%\H
specialties, develop a comprehensive layout in the One Health industry and K125 R EABEENTEFE
expand its industry influence.

Future Plans for Material Investments and Capital Assets BEABREREREEZ RAKETE

Save as disclosed in this inferim report, the Group does not have other plans for B ANF ER$R &5 4% 58 & O - AN B A ch R 4

material investments or capital assets as of the date of this interim report. ST EEMERREFENERNEE
EHEl -
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FINANCIAL REVIEW Bt 75 [B] B8
Segment Revenue pal=i 1 €

The Group generates revenue primarily from: (i) hospital services — providing ~ AEEF BHE AN S HBREUNE © ()2 E?DHE
healthcare services through its owned hospitals, namely Kanghua Hospital, # — BBERNSHE AR =R (BNFEFES

Renkang Hospital and Zhonglian Cardiovascular Hospital (since August 2018),  ZER &k &k RE L I1E K &b (B _i )\
comprising inpatient healthcare services, outpatient healthcare services and  F/\ A i#E)) IR EE IR - B F PR BER
physical examination services; (i) rehabilitation and other healthcare services - 7% + FIR2 BB IR K EERIRTS © I RERE
providing rehabilitation services to patients with physical or mental disabiliies B BE R — A F Lk IBHE KR ARE
and other healthcare related services including elderly care and training service  BERE M EMEEHBRYG © EEF#
for the disabled; (i) providing hospital management services to a hospital owned 32 & 5 & A 3l B8R BR 75 - (iiil R—BEIE=
by an independent third party; (iv sale of pharmaceutical products and medical FH# BN ERIBHBRE R RS (VAKX
consumables to patients of the Group’s hospitals and walk-in customers who & E 263 E’]r}\&ﬂiZ\Z%K% Ehm A

may not be patients of the Group’s hospitals; and (v) others. WFEARBTPIHEER RERERFEM  RVE
it

The following tables below set forth the revenue, costs of revenue, gross profit &R &I FiRHA F'EJ$%IT D EBEI D B S

and gross profit margin of the Group by segment for the periods indicated: WEKA ~ EFIREHN =

For the six months ended 30 June 2019 (unaudited) HEZZT-NFNA=THIEABEA CGRE
%%Z)

Rehabilitation

and other Sale of
Hospital healthcare  pharmaceutical
services services products Others Total
BREREM
Bl iR BERHE HEER Hity @it

RMB' 000 RMB' 000 RMB' 000 RMB' 000 RMB' 000
ARETRL  ARBTR  ARETR  ARERTR  ARETR

(Note)

()
Revenue W& 869,434 35,569 8,839 522 914,364
Cosf of revenue WA (694,153 (27,385) (6,786 (94) (728,418)
Gross profit 7 175,281 8,184 2,053 428 185,946
Gross profit margin EH% 20.2% 23.0% 23.2% 82.0% 203%
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For the six months ended 30 June 2018 (unaudited)
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SRR EC) S il

BT \EXA=TAILAEA (KE
%

&
=)

Rehabilitation

and other Hospital Sales of
Hospital healthcare ~ management  pharmaceufical
services Services services products Tofal
REREM Bk
B R BERK ERRE HEER @t
RMB" 000 RMB' 000 RMB" 000 RMB" 000 RMB' 000
ARETT  AR%ETT  ARETRT  ARETT  ARETR
(Note)
(Fit3E)
Revenue Uz 715,093 14,651 1922 6,923 738,589
Cost of revenue WE A (557,289) (6,832) (941 (5,479) (570,541
Gross profit e 157,804 7,819 981 1,444 168,048
Gross profit margin Bk 221% 53.4% 510% 209% 22.8%

Note: The operation of rehabilitation and other healthcare services was acquired in April [zt BEENMEMEEFEREZ2EKESEN -

2018.

—N\FmAKE -

Revenue from the Group’s hospital services amounted fo RMB869.4 million (six — A8 B B RIS Uiz A A R1E869.4H &
months ended 30 June 2018: RMB715.1 million), representing a period-on-period T (HZ-_Z—N\FXA=+HIE/N@EA :
increase of 21.6%, accounting for 95.1% (six months ended 30 June 2018: 96.8%) ABRE51EHET) @ RLLIEE21.6% @ (574

of the total revenue of the Group.

EEAREISN(BE_T-N\FRA=T
RIERMEA : 96.8%)
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Revenue from hospital services comprised of (i) revenue from inpatient
healthcare services amounting to RMB536.2 million (six months ended 30
June 2018: RMB426.2 million), representing a period-on-period increase of
25.8%, accounting for 58.6% (six months ended 30 June 2018: 57.7%) of the
total revenue of the Group; lii) revenue from outpatient healthcare services
amounting fo RMB299.6 million (six months ended 30 June 2018: RMB258.8
million), representing a period-on-period increase of 15.8%, accounting for 32.8%
(six months ended 30 June 2018: 35.0%) of the total revenue of the Group; and
(iii) revenue from physical examination services amounting to RMB33.7 million
(six months ended 30 June 2018: RMB30.2 million), representing a period-on-
period increase of 11.6%, accounting for 3.7% (six months ended 30 June 2018:
4.1%) of the total revenue of the Group. The increase in revenue from hospital
services is mainly due fo (i) an increase in the number of inpatient, outpatient and
physical examination visits during the period and an increase in overall average
spending during the period; (ii) the continuing strong growth in revenue across all
of our major disciplines and our VIP special services; and (i) the consolidation of
revenue from Zhonglian Cardiovascular Hospital (acquired since August 2018).
During the first half of 2019, the revenue from our VIP special services accounts
for approximately 9.9% of the Group’s total revenue (six months ended 30 June
2018: 9.8%) and 10.4% of the Group’s revenue from our hospital services segment
(six months ended 30 June 2018: 10.2%). The solid growth in revenue from our
hospital services has demonstrated that the demand of our service continues to
remain strong and the reputation of the Kanghua brand has further strengthened
especially in the Guangdong region.

Revenue from rehabilitation and other healthcare services amounted to RMB35.6
million (six months ended 30 June 2018: RMB14.7 million), representing a
period-on-period increase of 142.2%, accounting for 3.9% (six months ended
30 June 2018: 2.0%) of the total revenue of the Group. In April 2018, the Group
acquired Anhui Hualin which is principally engaged in provision of rehabilitation
services to the patients with physical or mental disabilities and other healthcare
related services including care services for elderly and fraining service for the
disabled. The increase in revenue is mainly attributable to the establishment
of Hefei Kanghua Rehabilitation Hospital in November 2018 (a rehabilitation
specialty hospital aiming to be rated as a class lIl rehabilitation hospital) and the
transformation of other rehabilitation hospitals and centres within Anhui Hualin
Group, which has drawn patient visits in the Anhui region.
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Management Discussion and Analysis

During the six months ended 30 June 2019, the Group did not have any revenue
from the hospital management services segment (six months ended 30 June
2018: RMB1.9 million). Our hospital management agreement with Zhonglian
Cardiovascular Hospital ceased when the Group acquired the controlling interest
in Zhonglian Cardiovascular Hospital in August 2018.

Revenue from sale of pharmaceutical products and medical consumables
amounted to RMB8.8 million (six months ended 30 June 2018: RMB6.9 million),
representing a period-on-period increase of 27.7%, accounting for 1.0% (six
months ended 30 June 2018: 0.9%) of the total revenue of the Group. The increase
in revenue is mainly attributable to the increase in the number of outpatient visits
in both Kanghua Hospital and Renkang Hospital which drove pharmaceutical
and medical consumable sales within both hospitals.

Cost of Revenue

Cost of revenue of the Group’s hospital services segment (consisting of inpatient
healthcare services, outpatient healthcare services and physical examination
services) primarily consisted of pharmaceuticals, medical consumables, staff
cost, depreciation, service expenses, utilities expenses, rental expenses and
other costs. Cost of revenue of the Group’s hospital services segment increased
to RMB694.2 million (six months ended 30 June 2018: RMB557.3 million),
representing a period-on-period increase of 24.6%. The significant increase
in cost of revenue of our hospital services segment is mainly attributable to
full consolidation of the cost incurred at Zhonglian Cardiovascular Hospital,
which has caused the increase in cost of revenue more rapidly than revenue.
As Zhonglian Cardiovascular Hospital is still at its initial stage of ramping up its
operation, during the Reporting Period, it is running at negative gross margin.

Cost of revenue of the Group’s rehabilitation and other healthcare services
segment amounted to RMB27.4 million (six months ended 30 June 2018: RMB6.8
million), representing a period-on-period increase of 302.9%, and primarily
consisted of staff costs, medical consumables, depreciation, utilities and rental
expenses. The significant increase in cost of revenue of our rehabilitation and
other healthcare services segment is mainly attributable to the full consolidation
of the Anhui Hualin Group’s result for the Reporting Period as compared fo only
three months last year since its acquisition in April 2018 and the rise in operating
cost relating to the new Hefei Kanghua Rehabilitation Hospital which was
established in November 2018.
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Management Discussion and Analysis
EEENWR DM

During the six months ended 30 June 2019, the Group did not have any cost
of revenue from our hospital management services segment (six months
ended 30 June 2018: RMBO0.94 million). Our hospital management agreement
with Zhonglian Cardiovascular Hospital ceased when the Group acquired the
controlling interest in Zhonglian Cardiovascular Hospital in August 2018.

Cost of revenue of the Group’s sales of pharmaceutical products segment
amounted to RMB6.8 million (six months ended 30 June 2018: RMB5.5 million),
representing a period-on-period increase of 23.6%, mainly representing cost of
purchase of pharmaceutical and medical consumable products, which is in line
with the increase in revenue.

For the six months ended 30 June 2019, pharmaceuticals, medical consumables
and staff cost accounted for approximately 32.0% (six months ended 30 June
2018: 33.8%), 27.3% (six months ended 30 June 2018: 27.0%) and 27.5% (six
months ended 30 June 2018: 27.3%), respectively, of the total cost of revenue of
the Group. Our total staff related costs including salary, bonus and other benefits
had increased by 21.1% as compared with the prior period, mainly attributable to
an increase in general salary level and bonus and impact of full consolidation of
Anhui Hulin Group and Zhonglian Cardiovascular Hospital in the current period.
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin

Total gross profit of the Group amounted to RMB185.9 million (six months ended
30 June 2018: RMB168.0 million), representing a period-on-period increase of
10.7%. The overall gross profit margin decreased o 20.3% (six months ended 30
June 2018: 22.8%), primarily due fo:

(i)

(ii)

(iii)

(iv)

our significant growth in cardiovascular related disciplines, neurology
related disciplines, emergence medicine related disciplines and oncology
related disciplines during the current period. These medical disciplines
usually require treatments typically involve more delicate, precise and
advanced surgeries and diagnostics support and command a higher
margin than basic medical services;

the growth in our VIP centres that are targeted towards high-end patients
and typically command higher margin than basic healthcare services (VIP
services related revenue recorded a period-on-period growth of 50.1%);

the increase in the average spending of patients and the ability to increase
healthcare consultation prices leveraging the reputation of the “Kanghua”
brand that is gaining wider recognition in the Guangdong region; and

however, the above impact has been considerably offset by (i) the
consolidation of Zhonglian Cardiovascular Hospital which is currently
running at negative gross margin and the impact of such losses accounted
for the full six months period in the current Reporting Period since its
acquisition in August 2018; (i) Zhonglian Cardiovascular Hospital has
incurred significant amount of fixed staff costs and other fixed costs at
its initial stage of operation; (i) an increase in overall depreciation and
amortisation expenses of 322.3% caused by the impact of purchase
of various new medical equipment and new leasehold improvement
incurred in Kanghua Hospital, as well as the impact of application of new
accounting standard (IFRS 16) relating to leases; and (iv) the rise in operating
cost relating to the new Hefei Kanghua Rehabilitation Hospital which was
established in November 2018.
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Management Discussion and Analysis
EEENWR DN

Key Operational Information of our Owned Hospitals BMEENBERNETELEEHR

The follow table sets forth certain key operational information of each of the TXRIE A RBEAEBEBEENTME
hospitals owned by the Group for the periods indicated: e TEELEER

For the six months ended 30 June

BEAA=TRHLEAER

Change 2019 2018
g —E-NF —T-N\F
Inpatient healthcare services EhE BRI
Inpatient visits: EBL AR :
Kanghua Hospital FRERE +17.5% 28,224 24,023
Renkang Hospital CRER +6.5% 6,903 6,484
Zhonglian Cardiovascular Hospital TELINE B N/A i 898 N/A 3
Total inpatient visits [E3FYNUN +18.1% 36,025 30,507
Average spending per visit (RMB) BARFARZ (ARBT)
Kanghua Hospital FRERR +5.3% 15,945.3 15,137.1
Renkang Hospital CRER -4.1% 9,251.9 9,643.7
Zhonglian Cardiovascular Hospital TELNE B N/A 138 24,808.5 N/A 38 A
Outpatient healthcare services M2 BERE
Outpatient visits: SEINE
Kanghua Hospital FESR +13.4% 662,145 584,055
Renkang Hospital CRER +6.0% 192,140 181,315
Zhonglian Cardiovascular Hospital TELINE B N/A /i 7,587 N/A A58 A
Total outpatient visits NEZ- VNN +12.6% 861,872 765,370
Average spending per visit (RMB) FARFARZ (ARBT)
Kanghua Hospital FERR +17% 373.1 367.0
Renkang Hospital CERER +4.9% 256.8 2449
Zhonglian Cardiovascular Hospital RGNS B N/A 78 420.3 N/A N8 B
Physical examination services B
Physical examination visits: BRAK:
Kanghua Hospital REBER +29.8% 48,928 37,700
Renkang Hospital CERER -4.1% 27,109 28,260
Zhonglian Cardiovascular Hospital TGN E B N/A 7~ 270 N/A 38 F
Total physical examination visits BRAAR +15.7% 76,307 65,960
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Management Discussion and Analysis

Other Income

The other income of the Group primarily consisted of bank and other interest
income, fair value gain and investment income from financial assets at FVTPL,
government subsidies, rental income and others. In the first half of 2019, other
income amounted to RMB19.6 million (six months ended 30 June 2018: RMB28.5
million), representing a period-on-period decrease of approximately 31.2%,
primarily due to (i) the decrease in fair value gain on financial assets at FVTPL fo
RMB5.8 million (six months ended 30 June 2018: RMB6.3 million) due to slightly
worse performance of our portfolio investment fund as compared to same period
last year; (i) the decrease in investment income from financial assets at FVTPL to
RMB7.2 million (six months ended 30 June 2018: RMB9.9 million) primarily due
to certain principal-protected structured deposits having not yet matured during
the Reporting Period; and (i) a decrease in bank and other interest income to
RMBO.6 million (six months ended 30 June 2018: RMB5.6 million) mainly due to a
decrease in average bank balance and the cease of interest income from loan to
Zhonglian Cardiovascular Hospital since acquisition in August 2018.

As part of the Group’s cash management to maximise return on idle cash,
the Group invested in certain principal-protected structured deposit products
issued by a PRC commercial bank, unlisted fund and portfolio investment fund
(all classified as financial assets at FVTPL) to achieve higher interest income and
return without interfering with business operations or capital expenditures to earn
better return on our excess cash balance.
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Management Discussion and Analysis
EEENWR DM

Other Expenses, Gains and Losses

The other expenses, gains and losses of the Group primarily consisted of net
exchange gain, loss on disposal of property, plant and equipment, allowance for
credit loss with respect to accounts receivables and donations. In the first half of
2019, other expenses, gains and losses amounted to a net loss of RMB1.0 million
(six months ended 30 June 2018: net gain of RMBO.2 million), primarily due fo (i) a
recorded net exchange gain of RMB1.0 million (six months ended 30 June 2018:
net exchange gain of RMB1.1 million) mainly arising from our Hong Kong dollar
denominated financial assets; (i) a decrease in allowance for credit loss with
respect to accounts receivables to RMB0.2 million (six months ended 30 June
2018: RMBO0.8 million); and (iii) donations made during the Reporting Period of
RMB1.7 million (six months ended 30 June 2018: nil).

Administrative Expenses

The administrative expenses of the Group primarily consisted of staff costs, repairs
and maintenance expenses, office expenses, depreciation and amortisation,
rental expenses, utilities expenses, entertainment and travelling expenses and
other expenses. In the first half of 2019, administrative expenses amounted to
RMB113.0 million (six months ended 30 June 2018: RMBB80.6 million), representing
a period-on-period increase of approximately 40.2%, primarily due to (i) an
increase in administrative staff related costs to RMB45.6 million (six months ended
30 June 2018: RMB32.4 million) as a result of increase in number of administrative
staff headcounts; (i) an increase in deprecation and amortisation o RMB16.6
million (six months ended 30 June 2018: RMB5.6 million) due to expansion of our
operations as well as the impact of application of new accounting standard (IFRS
16) relating to leases; and (iii) an increase in overall expenses from acquisitions of
Anhui Hualin and Zhonglian Cardiovascular Hospital last year.
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Management Discussion and Analysis

Finance Costs

Finance costs for the six months ended 30 June 2019 amounted to RMB6.9 million
(six months ended 30 June 2018: nil). The finance costs represent the interest
element relating to lease liabilities charged to profit or loss during the current
period. The Group had no bank borrowing throughout both periods.

Income Tax Expenses

The income tax expenses of the Group primarily consisted of PRC enterprise
income tax. In the first half of 2019 income tax expenses amounted to RMB29.1
million (six months ended 30 June 2018: RMB26.8 million), representing a period-
on-period increase of approximately 8.6%. The subsidiaries of the Group are
generally subject to income tax rate of 25% on their respective taxable income.
Our effective tax rate for the Reporting Period is 34.4% (six months ended 30 June
2018: 23.1%), the increase is primarily due to the tax effect of tax losses for losses
incurred in Anhui Hualin Group and Zhonglian Cardiovascular Hospital not being
recognised.

Profit for the Period

In the first half of 2019, profit for the Reporting Period amounted to RMB55.5
million (six months ended 30 June 2018: 89.4 million), representing a period-on-
period decrease of 37.9% and profit aftributable to the shareholders amounted to
RMB67.6 million (six months ended 30 June 2018: RMB85.6 million), representing
a period-on-period decrease of approximately 21.0%.
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Management Discussion and Analysis
EEENWR DN

FINANCIAL POSITION

Property, Plant and Equipment, Right-of-Use Assets and Deposits Paid for
Acquisition of Property, Plant and Equipment

During the six months ended 30 June 2019, the Group acquired property, plant
and equipment and incurred expenditure on construction in progress of RMB36.7
million (six months ended 30 June 2018: RMB34.1 million) and RMB32.4 million
(six months ended 30 June 2018: RMB10.2 million), respectively, mainly for
the purpose of upgrading and expanding the service capacity of our hospital
operations.

During the six months ended 30 June 2019, the Group entered into new lease
agreements for the use of properties in the PRC for 2 to 3 years. The Group is
required to make fixed monthly payments. On lease commencement, the Group
recognised right-of-use assets and lease liabilities of RMB1.0 million each relating
to those new leases. As at 30 June 2019, the Group has right-of-use assets of
RMB331.5 million which includes leasehold lands of RMB152.0 million (classified
as prepaid lease payments as at 31 December 2018) and leasehold land and
buildings relating to leases of RMB179.5 million recognised in accordance with
IFRS 16.

In addition, as at 30 June 2019, the Group has deposits paid for acquisition of
property, plant and equipment amounting to RMB101.6 million (31 December
2018: RMB81.1 million). The deposits mainly represent amount paid for acquisition
of new medical equipment and other new facilities as the Group continues to
upgrade its medical facilities and expand its operation capacity.
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Management Discussion and Analysis

Accounts and Other Receivables

The account receivables of the Group primarily consisted of balances due to
social insurance funds, certain corporate customers and individual patients. As at
30 June 2019, accounts receivables increased to RMB227.0 million (31 December
2018: RMB176.5 million), of which 76.2% (31 December 2018: 77.7%) were aged
within 90 days. Average accounts receivables turnover days for the Reporting
Period is 39.9 days (six months ended 30 June 2018: 29.0 days). The increase in
accounts receivables and accounts receivable turnover days is primarily due to (i)
expansion of the Group’s hospitals operations; (i) the temporary delay in accounts
settlement from Dongguan social insurance funds due to social insurance
scheme reform; and (iii) seftlement of accounts from Anhui Disabled Persons
Federation and certain corporate accounts are usually made towards the second
half of the year.

The other receivables of the Group primarily consisted of prepayments to
suppliers, interest receivables and others. As at 30 June 2019, other receivables
increased to RMB32.7 million (31 December 2018: RMB30.5 million) primarily due
to (i) a decrease in prepayments to suppliers to RMB9.1 million (31 December
2018: RMB11.7 million); and (i) an increase in other receivables mainly due to
expansion of the Group’s operations in general.

Accounts and Other Payables

The accounts and other payables of the Group primarily consisted of accounts
payables, accrued expenses, receipt in advance, payables for acquisition of
property, plant and equipment, provision for medical dispute claims and others.
As at 30 June 2019, accounts and other payables increased to RMB497.0
million (31 December 2018: RMB481.8 million) primarily due to (i) increase in
accounts payable o RMB312.3 million (31 December 2018: RMB263.9 million)
due to expansion of the Group’s operations; (i) decrease of accrued expenses
to RMB53.5 million (31 December 2018: RMB77.5 million) mainly due to decrease
in accrued staff salary and other operational and administrative charges at the
interim date as compared with the year-end date; and (i) decrease in payable
for acquisition of property, plant and equipment to RMB46.7 million (31 December
2018: RMB54.5 million) due to settlement of certain payables for medical
equipment purchases and improvement works made to our owned-hospitals
during the period.
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Management Discussion and Analysis
EEENWR DM

Net Current Assets and Net Assets

As at 30 June 2019, the Group had net current assets of RMB204.2 million (31
December 2018: RMB286.0 million) and net assets position of RMB1,464.4 million
(31 December 2018: RMB1,509.5 million).

LIQUIDITY AND CAPITAL RESOURCES
Financial Resources

The Group continued to maintain a strong financial position with cash and
cash equivalents of RMB208.5 million as at 30 June 2019 (31 December 2018:
RMB203.3 million). With steady cash inflow from operations and coupled with
sufficient cash and bank balances, in the opinion of the Directors, the Group will
have adequate and sufficient liquidity and financial resources to meet the working
capital requirement of the Group for at least the next twelve months from the end
of the Reporting Period.

As at 30 June 2019, the Group had investments (classified as financial assets
at FVTPL) in aggregate of RMB496.3 million (31 December 2018: RMB479.1
million) primarily consisting of (i) portfolio investment fund of RMB73.8 million
(31 December 2018: RMB54.0 million), representing funds deposited with a
discretionary fund manager in Hong Kong mandated to achieve appropriate
return consistent with the Group’s cash management policy. The portfolio
included a mixture of cash and shares that are primarily listed in Hong Kong; and
(ii) structured bank deposits of RMB422.5 million (31 December 2018: RMB402.0
million), representing principal-protected products issued by a PRC commercial
bank. As at 31 December 2018, the Group had an unlisted fund measured
at fair value of US$3.4 million (equivalent to approximately RMB23.2 million)
representing an investment in equity securities of a private company in the PRC
for the purpose of capital gain, strategic long-term investment and potential
cooperation in healthcare. During the year ended 31 December 2018, the Group
entered into an agreement to dispose the unlisted fund and the relevant gain
was recognised in profit or loss during the year ended 31 December 2018.
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Management Discussion and Analysis

As part of the Group’s cash management policy fo manage excess cash, the
Group purchases investment products from financial institutions to achieve
higher interest income without interfering with business operations or capital
expenditures. The Group carefully balances the risks and returns associated
with the investment products when making the investment decisions. The senior
management of the Group is closely involved in securitizing any decision of
the Group to purchase investment products. The investment products should
generally satisfy the following criteria, (i) its term should generally not exceed
one year; (i) it should not interfere with the Group’s business operations or
capital expenditures; (i) it should be issued by a reputable bank with which the
Group has a long-term relationship, preferably exceeding five years; and (iv) the
underlying investment portfolio should generally be low risk.

Cash Flow Analysis

The table below sets forth the information as extracted from the condensed
consolidated statement of cash flows of the Group for the periods indicated:
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For the six months ended 30 June

BEAA=THLAER

2019 2018

—E-NF —E-N\F

Change RMB’000 RMB'000

3 ARMET T ARETTT

Net cash generated from operating activities RETHABRSER +85.9% 65,696 35,341

Net cash used in investing activities RETHFARSFHE -16.8% (103,762) (124,716)

Net cash generated from (used in) RIESEB RS (FTA)

financing activities REFE +179.1x 43,281 (243)
Net increase (decrease) in cash and cash ~ BHE&R B & EHEYIE N

equivalents OR42) F%58 +105.8% 5,215 (89,618)

Net cash generated from operating activities

During the current period, the net cash generated from operating activities
amounted fo RMB65.7 million (six months ended 30 June 2018: RMB35.3 million),
representing a period-on-period increase of 85.9%, which is primarily due to
(i) our improved Adjusted EBITDA for the Reporting Period; and (i) changes in
working capital including increase in accounts payables.
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Management Discussion and Analysis
EEENWR DM

Net cash used in investing activities

During the current period, the net cash used in investing activities amounted
to RMB103.8 million (six months ended 30 June 2018: RMB124.7 million),
representing a period-on-period decrease of 16.8%, which is primarily due to (i)
no significant acquisition being made during the current period; (i) a decrease
in investment income received, financial assets at FVTPL and interest received as
compared with the same period last year; and (iii) an increase in purchase of and
deposits paid for acquisition of property, plant and equipment as compared with
the same period last year.

Net cash generated from (used in) financing activities

During the current period, the net cash generated from financing activities
amounted to RMB43.3 million (six months ended 30 June 2018: net cash used in
financing activities of RMBO0.2 million), representing a period-on-period increase
of 179.1 times, which is primarily due to (i) the Group made net advances from
the non-controlling shareholders of Anhui Hualin and Zhonglian Cardiovascular
Hospital of RMB60.8 million (six months ended 30 June 2018: nil); and {ii)
repayment of lease liabilities of RMB10.7 million (six months ended 30 June 2018:
nil).

Significant Investment, Acquisition and Disposal

Save as disclosed in this interim report, the Group had no significant investment,
acquisition and/or disposal during the Reporting Period.

Cash Management Activities

As part of the Group’s cash management, the Group has from time to time
invested into investment products issued by a reputable PRC commercial bank
with terms ranging from 92 days to 93 days and portfolio investment funds to
achieve higher interest income without interfering with business operations or
capital expenditures. The investment products are not rated by any credit agency
but are classified as low-risk by the issuing bank and listed securities with low
risk profile. The Group carefully balances the risks and returns associated with
the investment products when making the investment decisions. The senior
management of the Group is closely involved in scrutinizing any decision of the
Group to purchase investment products.
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Management Discussion and Analysis

Capital Expenditure

The Group regularly makes capital expenditures to expand its operations,
maintain its medical facilities and improve its operating efficiency. Capital
expenditure primarily consists of purchases of property, plant and equipment.
The capital expenditure of the Group in the first half of 2019 was RMB57.2 million
(six months ended 30 June 2018: RMB34.8 million). The Group financed its capital
expenditure through cash flows generated from operating activities.

USE OF PROCEED FROM THE INITIAL PUBLIC OFFERING

The Company’s H shares were listed on the Stock Exchange on 8 November 2016.
The Company’s net proceeds from the initial public offering of its H shares amount
to approximately RMB782.6 million (equivalently to approximately HK$874.9
million) after deducting underwriting commissions and all related expenses.
The net proceeds from the initial public offering have been and will be utilised in
accordance with the purposes set out in the Prospectus.

Up to 30 June 2019, of the net proceeds from the initial public offering, (i) RMB54.5
million, representing approximately 7.0% of the net proceeds, has been utilised
as general working capital; (i) RMB105.0 million, representing approximately
13.4% of the net proceeds, has been utilised on expansion of the Group’s current
operations and upgrading of hospital’s facilities; and (iii) RMB157.4 million,
representing approximately 20.1% of the net proceeds, has been utilised for
acquisition and potential acquisition of businesses. As at 30 June 2019, the
balance of unutilised net proceeds amounts to RMB465.7 million, part of which
has been used to purchase certain financial products (classified as financial
assets at FVTPL) to achieve higher interest income and capital return without
interfering with business operations or capital expenditures to earn better return
on our excess cash balance, which is consistent with the Group’s defined cash
management policy, and the remaining balance has been kept at the bank
accounts of the Group (included in bank balances and cash). As at the date of this
interim report, the Company does not anticipate any material change to its plan
on the use of proceeds as stated in the Prospectus.
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Management Discussion and Analysis

SRR E S Sl

The following table sets forth the intended purposes for the net proceeds from the
initial public offering, the utilisation of such proceeds and the timeline of utilisation

estimated by the management:

Net proceeds
from the initial public
offering intended

fRETHE) B HIR -

TREIERAFABREMBRBFENHE
ERE  ZEMBHRENSRBAREERE

for the purpose Expected timeline
as disclosed Utilisation up to for the utilisation
in the Prospectus 30 June 2019 Unutilised amount  of the unutilised
Purpose (RMB million) (RMB million) (RMB million)  amount Mo
RRERML - BE-Z-1F
BRDRBERS AAZTHH
REFENRERZ AR APALE FKAXBA
ik (A\EBEETRT) (ARBEETL) (ARBBEER) SENHRHRHR
Expansion of the Group’s current operations and 70.4 50 654  Bytheend of
upgrading of hospital facilifies 31 December 2020
BAXKERBER LA R BRI RZZ_ZF+_R
=t+—BA
Expansion of operating capacity and capability 2817 100.0 1817 Bytheend of
in multi-disciplinary specialised freafment and 31 December 2020
diagnosis and upgrade of medical facilities
BREEBNRZEMDRENUAR R-BE-BE+—H
THRBERE =t—H#
Expansion of hospital management operations 78.3 - 783 Bytheend of
31 December 2020
BREREEZE RZE-ZF+ZA
=t+—R#
Expansion of healthcare operations in the PRC 2739 1574 16.5 Bytheend of
through selective mergers and acquisifions 31 December 2019
BRERUGBEARTENBERERYK RZE-NF+A
=t+—H#
Working capital and other general corporate 78.3 54.5 238  Bytheend of
purposes 31 December 2020
LEESREM—RDOAIME R-B-BE+-F
=t+—R#
Total 782.6 316.9 465.7
Mt

Note: Such timeline is an estimation of the management only and is subject to change on

account of the Group’s operating conditions and market conditions from time to time.
In particular, it should not be taken as an indication that any potential transaction is

under negotiation and/or will materialise.
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Management Discussion and Analysis

INDEBTEDNESS
Bank Loans

As at 30 June 2019, the Group had no bank borrowings (31 December 2018: nil).
As at 30 June 2019, the Group had no banking facilities (31 December 2018: nil).

Contingent Liabilities

The Group is subject to legal proceedings and claims in the ordinary course
of business, primarily arising from medical disputes brought on by patients.
Provision for medical disputes is made based on the status of potential and active
claims outstanding as at the end of the relevant period, and primarily taking into
account any judicial appraisal or court determination against the Group. As at
30 June 2019, the fotal stated claim amount of the Group’s on-going medical
disputes was approximately RMB6.8 million (31 December 2018: RMB9.8 million)
and there were certain medical disputes without claim amount stated. Based
on the Group’s assessment, during the Reporting Period, approximately RMBO0.2
million (six months ended 30 June 2018: RMBO0.8 million) had been provided and
included in accounts and other payables of the Group.

As at 30 June 2019, the Group had no contingent liabilities or guarantees that
would have a material impact on the financial position or operation of the Group.

Pledge of Assets

As at 30 June 2019, none of the Group’s assets had been pledged (31 December
2018: none).

Capital Commitments

The capital commitments of the Group were primarily attributable to construction
costs relating to the expansion and renovation of the Group’s medical facilities.
As at 30 June 2019, the capital commitments in respect of property, plant and
equipment contracted for but not provided in the condensed consolidated
financial statements were RMB112.9 million (31 December 2018: RMB116.0 million).

BEERWR DT

MNIE—AENA=Z+AH REBFERT
Pﬁ — T N\F+-A=+—H &) - R
—E-NAEXNAZTH AEETERITR
BRE(ZCE—NFF+ZA=1T—H8:8) -

HANBE
AEEZHRNEEFARNBEEBKBREF
ABRARENBEUNRE - BEAHHE
HRIBEA MU SR EME AR T4
RETHREGERRIMEL TEZEX
EEEMEERMERBEHRSCERE IR - R

—E-AFANAZTH AEBEHKRTED
ERAUNRBAENAARB68EE T (=
- N\F+ZA=1+—H: AR¥ISEE
TL) - MAHNNBEAUGDKREINARESE -
RIBAEEELOTMG  RERRN - A%
ECEHMARK2BET(HE-ZT—N
FRA=+THIEAEAR : ARB0OSEHET)
RO - WAt ARNE B/ FE AR E b JE
ﬁTJLW\IEEP

“E-AFRAZTE AREYESY
AEBENMBRAKEEELERZEN
KRB ERIER
BEHM

RZZBE-NFRA=+H AEETEEE
EWER(CE-N\F+_A=1+—H: %) -

B AN EE
AEBMEAARETEFEAREAEEE

BEREEENBFERNEERL - R=-F
—hiﬁﬂ_+5 AEBERTHERRE

PG EMBRERBEEBIDE  BEEREBDN
BEREAERARBN2IBET(ZE—N\F

+—A=+—H8: ARENOEET) °

EREEEERNHBR DA FEHRE 2019




Management Discussion and Analysis
EEENWR DN

Financial Instruments

The Group’s financial instruments primarily consisted of accounts and other
receivables, amount due from a non-controlling shareholder of a subsidiary,
financial assets at FVTPL, bank balances and cash, restricted bank balances,
accounts and other payable, dividend payable, amount due to a shareholder and
amounts due to non-controlling shareholders of subsidiaries. The management
of the Company manages and monitors these exposures to ensure appropriate
measures are implemented in a timely and effective manner.

Exposure to fluctuation in Exchange rates

The proceeds raised by the Company in its initial public offering of its H Shares
is denominated in Hong Kong dollars. The Group deposits a certain amount of
its financial assets in Hong Kong dollars, and is mainly exposed to fluctuation
in exchange rates of Hong Kong dollars against RMB. The Group is therefore
exposed to foreign exchange risk.

The Group has not used any derivatives financial instruments to hedge against it
exposure to currency risk. The management manages the currency risk by closely
monitoring the movement of the foreign currency rates and will consider hedging
significant foreign currency exposure should such a need arise.

Gearing Ratio

As at 30 June 2019, the Group’s gearing ratio (total interest-bearing bank loans
divided by total equity and multiplied by 100%) was zero (31 December 2018:
zero).
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Management Discussion and Analysis

EMPLOYEES, REMUNERATION POLICIES AND TRAINING SCHEMES

The Group’s comprehensive staff remuneration policy comprise basic salary
determined with reference to the individual’s position, seniority and length of
service, performance bonus determined with reference to the metrics specific to
the individual's job function and other benefits. The Group regularly benchmarks
against available market data and adjusts its remuneration structure with a view
to remaining competitive. As at 30 June 2019, the Group had a total of 3,488 (31
December 2018: 3,448) full-time staff.

The Group provides structured training and education programmes to enable
its staff to consistently deliver high quality services. These programmes aim to
equip the staff with a sound foundation of the medical principles and knowledge
as well as practical skills in their respective practice area and foster a high
standard of practice, organisation capability and vigilant attitude. Regular internal
and external mandatory trainings are organised for medical staff to keep them
abreast of the latest development in healthcare. From time to time, the Group
identifies and sponsors its staff with high development potential to undertake
further studies and professional training in prestigious academic institutions
and participate in industry conventions. Medical teams also benefit from the
experience and knowledge exchange during seminars and sharing sessions
regularly held. The Group encourages medical staff to apply for professional
and technical qualifications and enroll in specialised training programmes and
assessments from time to time, including induction training for new employees,
development training for young and middle-aged core talent, medical service
quality training and management training for young core talent, with a view
to ensuring that their relevant professional competencies meet the required
standards. Through various training and education programmes, the Group also
aims to foster a proactive risk reporting culture among staff, which is important in
the early detection of clinical failure and damage control.
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Corporate Governance Highlights
TEERME

INTERIM DIVIDEND

The Board has determined that no dividend will be paid in respect of the current
interim period (six months ended 30 June 2018: nil).

REPURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
SECURITIES

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

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this interim report, there was no significant event after the
Reporting Period.

REVIEW OF INTERIM REPORT

The Company’s audit committee has reviewed the Group’s interim results and
the interim report for the six months ended 30 June 2019 and has opined that
applicable accounting standards and requirements have been complied with
and that adequate disclosures have been made by the Company.

The Company’s audit committee consists of three independent non-executive
directors of the Company, Mr. Chan Sing Nun (the chairman of the audit
committee), Mr. Yeung Ming Lai and Dr. Chen Keji. Among them, Mr. Chan Sing
Nun has the appropriate professional qualifications (a certified public accountant
accredited by the Hong Kong Institute of Certified Public Accountants).

The auditor of the Company has also reviewed the Group’s interim results for
the six months ended 30 June 2019 in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information Performed
by the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.
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Corporate Governance Highlights

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. The Board is of the opinion that the Company has
complied with the applicable code provisions under the CG Code during the six
months ended 30 June 2019.

The Board is committed to promoting good corporate governance to safeguard
the interests of the Shareholders and believes that maintaining a high standard
of corporate governance is essential to the success of the Company and would
provide a practice enhancing greater accountability and transparency and
meeting the expectations of the Group’s stakeholders. The Company will continue
to review and enhance its corporate governance to ensure that it will continue fo
meet the applicable requirements of the CG Code.

CHANGES IN INFORMATION OF DIRECTORS, SUPERVISORS AND
CHIEF EXECUTIVES

Changes in the information of the Directors since 1January 2019 are as follows:

1. Since March 2019, Mr. Chan Sing Nun, an independent non-executive
director, has been the chief financial officer of Muse Group Holdings
Limited, a company that is principally engaged in operating of retail stores
for luxury and high-end branded fashion products; and

2. Since January 2019, Mr. Chan Sing Nun, an independent non-executive
director, has resigned as the financial manager of Brandwell Limited, a
consulting services company.

Save as disclosed above, since 1 January 2019, there has been no change in
information required to be disclosed pursuant to Rule 13.51B(1) of the Hong Kong
Listing Rules.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE HONG
KONG LISTING RULES

The Company does not have any other disclosure obligations under Rules 13.20,
13.21 and 13.22 of the Hong Kong Listing Rules.
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Corporate Governance Highlights
TEERME

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as a code of conduct of the
Company for Directors’ and Supervisors’ securities transactions. Having made
specific enquiry of all Directors and Supervisors, the Directors and the Supervisors
have complied with the required standard set out in the Model Code during the
six months ended 30 June 2019. Employees who are, or likely to be, in possession
of unpublished inside information in relation to the Company or the Shares are
prohibited from dealing in the Shares during the black-out period.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express our
appreciation to the management team and staff of the Group for their contribution
and also to extend my sincere gratitude to all our shareholders and business
partners for their continuous support.

For and on behalf of the Board

Wang Junyang
Chairman

Dongguan, the PRC
30 August 2019
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Other Information
Hib&ER
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DIRECTORS’, SUPERVISORS” AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

RZZF-NFRNA=1TH ARAEZF &
FREEITHRABRAR R SHE I 1
ZE(EERBHF LB GRIIEXVE) 2k
0~ RN REEFETHARIEES LB
ERPIEXVEETRFE 8D EAME AR T
REBBRAOED AR (BRERERE
M EGRN 2R F R E SR E
EBA MR MOAR) - LA ABARR T
REZ REEEDIE 3525 FE 2 ELMRA -
SRBREETREMNERARALBBBR
FrEvkEsm ORI

As at 30 June 2019, the interests and short positions of the Directors, the
Supervisors and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as nofified to the Company and the
Hong Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which he/she were taken or deemed to
have under such provisions of the SFO), or as recorded in the register maintained
by the Company under section 352 of the SFO, or as notified to the Company and
the Hong Kong Stock Exchange pursuant to the Model Code were as follows:

spouse
BRRNARARENBEER
BRE 7" R ERARN
BEY RENTRER"

(a)  The Company () IZN/N
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital®
same class® L NG
Number of HEER ERTRA
Name of Director Class of Shares  Nature of interest Shares iy BEHD
-y FR 40 28 5l BHME R1EE BRRSLY Bt
Mr. Wang Junyang Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
TEBEE NER interest in the Company": inferest in (Long position]
controlled corporation®? (FR)
BRRAR AL HE
ERERN—A": REEH
EE R
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R4 NER interest in the Company'"; interest in a (Long position)
controlled corporation®: family interest of (F8)
spouse!
BRRARRRENHRREER
BRm—A": RREHEEN
BEY EBNRIEEDY
Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
FEYHLT NER inferest in the Company"; interest in (Long position]
controlled corporation®: family interest of (F8)
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Other Information
Hib&ER

Notes:

i Pursuant to a concert party agreement, each of Mr. Wang Junyang, Ms. Wang
Aici, Mr. Chen Wangzhi and Ms. Wang Aigin has agreed to jointly control their
respective inferests in the Company and the decisions as to the business and
operations of the Group shall be in accordance with the unanimous consent
of all of them. Therefore, each of them is deemed to be interested in all the
Shares held by them in aggregate by virtue of the SFO.

(2)  Asat30June 2019, Kanghua Group (held as to 97.46% by Mr. Wang Junyang)
held 197,500,000 Domestic Shares and Xingye Group (held as to 80% by Mr.
Wang Junyang) held 25,000,000 Domestic Shares. As Mr. Wang Junyang
controls more than one third of the voting power at the general meeting of
each of Kanghua Group and Xingye Group, Mr. Wang Junyang is deemed to
be interested in the same number of Shares in which each of Kanghua Group
and Xingye Group is interested by virtue of the SFO.

(3)  As at 30 June 2019, Xingda Property (held as to 50% each by Mr. Chen
Wangzhi and Ms. Wang Aigin) held 27,500,000 Domestic Shares. As each of
Mr. Chen Wangzhi and Ms. Wang Aigin controls more than one third of the
voting power at the general meeting of Xingda Property, each of Mr. Chen
Wangzhi and Ms. Wang Aigin is deemed to be interested in the same number
of Shares in which Xingda Property is interested by virtue of the SFO.

(4)  As Mr. Chen Wangzhi and Ms. Wang Aigin are husband and wife, each of
them is deemed to be interested in all the Shares held by them in aggregate

by virtue of the SFO.

(5 The shareholding percentages are calculated on the basis of 250,000,000
Domestic Shares and 84,394,000 H Shares issued by the Company as at 30

June 2019.
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(b)  Associated corporations of the Company

Other Information
Hib&ER

(b) AN EIAEEEEE

Approximate
percentage inferest
in the associated

corporation
Name of Director Associated corporation Nature of interest i AR B
EENE TR % E EmtE REBNE D
Mr. Wang Junyang Kanghua Group Beneficial owner 97.46%
TEHRE RESH EnEEA
Mr. Wang Junyang Xingye Group Beneficial owner 80%
FEHEE L E] EREAA
Mr. Chen Wangzhi Xingda Property Beneficial owner; family interest of spouse 100%
BREE A% %5 4 HHE ) 5 ERBEAAN BEBNRGER
Ms. Wang Aigin Xingda Property Beneficial owner; family interest of spouse 100%
BEL L YR EaEaAA  EEOREER

Save as disclosed above, as at 30 June 2019, to the knowledge of the Board,
none of the Directors, the Supervisors or chief executives of the Company had any
interests or short positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which were required fo be (i) nofified to the Company and the Hong
Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors, the Supervisors and chief
executives of the Company were taken or deemed to have under such provisions
of the SFOJ; (i) recorded in the register kept by the Company pursuant to Section
352 of the SFO; or {iii) notified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code.

B EXPEBEEIN R-T—NFARA=T
B BEFEMA BEARAES BEF
K&REBITHA BRAR A A A HH)

B (ExAEZFRBEGOIEXVED) 2B
HERDRERETHEA(IREESLHE
GOIEXVERETRFE 8D HAME RN RNTE K
BEBMRANER AR (BREEREE
HZRAERM 2 ZFHRXERSLRE F
BAEMER MORR) A ABHARFIR
EHMPEGRPIFE2GFEZELMALN
mlORE  HRBRETRAMNE R
NEIREBMRATEER MR -
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Other Information
Hib&ER

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, according to the register kept by the Company pursuant
to Section 336 of the SFO and so far is known to, or can be ascertained after
reasonable enquiry by the Directors, the following person/entity had an interest
or short position in the Shares and underlying Shares which would fall to be
disclosed to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 2 and 3 of Part XV of the SFO, or be directly and indirectly interested in 5%
or more of the nominal value of any class of share capital carrying rights to vote
on all circumstances at general meetings of the Company:

FERROVERS

RZZE—NFARNA=1+H BBRARRARE
BERMEGHENBEFENELH &
REEFMANCIELABEREAIETE - N
T/\i/fﬁf’%%ﬁf‘ﬁ%’ﬁjﬁﬁﬁﬁﬁifﬁqﬂT%ﬁ*ﬁ?ﬁ

BERBEEMEXVEE 2R3 2 IEX
/Alﬂ$ AR BB ENESSAR
NEERHEERENARGBREANS LET
A1 50 T B HEFR Z A () 8 Bl A% 7K Fh T {E 5%
A ERRES

(a) Interests in the Shares of the Company (@) MARFKRDHE S
Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class FNN
Number of HE &5 ERTRA
Name Class of Shares  Nature of interest Shares R4 A4 BEBY
ne/ 28 R 40 28 Rl BRME P BREDH Aot
Mr. Wang Junyang Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHEAE NER interest in the Company"; interest in (Long position]
controlled corporahon‘2 (Fe)
BRRAR RSN HAERERR
—AV: RREHEENER
Ms. Wang Aici Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
FEELL NE K interest in the Company” (Long position)
BRARAR A ERN R EAERSN 7 (#8)
Kanghua Group Domestic Shares  Beneficial owner 197,500,000 79% 59.06%
FREE WE R EnEBA (Long position)
(#72)
Xingye Group Domestic Shares  Beneficial owner 25,000,000 10% 7.48%
HXEE NER ERBAA (Long position]
(#72)
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BRAT Sk & NER inferest in the Company"; interest in (Long position]
controlled corporation®: family interest of (Fe)

spouse

ARRA D AER A A RS
—?” (FAXT“%II/%IE’J% 34 @Eﬁéﬁ%
ThE "
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Other Information
Hib&ER

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class FNG
Number of HE &R BRTRA
Name Class of Shares ~ Nature of inferest Shares R4 At BERY
nE/ 28 R 5 BHME R7H#E BREDH BO
Ms. Wang Aigin Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHUL NE K interest in the Company™: inferest in a Long position]
controlled corporation®; family interest of (178)
spouse”
BBRRARRAEGNHEERERR
— A" RREFZENERY BEHK
Bl
Xingda Property Domestic Shares  Beneficial owner 27,500,000 1% 8.22%
EEY % NE K ERBEEA (Long position)
(#72)
Mr. Xie Zhikun ("Mr. Xie”) H Shares Inferest in a controlled corporation® 16,719,700 19.81% 5.00%
RERTE((BEE]) HI REEHEE f R (Long position]
(#78)
Zhonghai Chengfeng (Beijing) ~ H Shares Interest in a controlled corporation® 16,719,700 19.81% 5.00%
Asset Management Co,, Lid. ~ HA% RE R EE RS (Long position]
['Zhonghai Chengfeng’) (##8)
hERE (tR)ERER
BRAR([HERE])
Zhonghai Chengrong (Beijingl ~ H Shares Interest in a controlled corporation® 16,719,700 19.81% 5.00%
Asset Management Co,, Lid. ~ HA% REEHEE RS (Long position]
['Zhonghai Chengrong’) (##8)
hERE(tR) ERER
BRAR([HEZR])
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Other Information
Hib&ER

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class EARAF
Number of HE &5 BRTRA
Name Class of Shares  Nature of inferest Shares R4 At BERL
nE/ 28 R0 5 BEME R #E BREDH BO
Zhongzhi Investment H Shares Inferest in a controlled corporation® 16,719,700 19.81% 5.00%
Management Co., Lid. Hi& R EE N ERY (Long position]
['Zhongzhi Investment’| (1F8)
RELEERER AT
([HhERE])
Huzhou Zhongze Taifu H Shares Inferest in a controlled corporation® 16,719,700 19.81% 5.00%
Investment Co., Lid. Hi& IR EE M ERY (Long position]
("Huzhou Zhongze') (Fe)
WP ERERERR LA
(HMAE])
Huzhou Feipeng Capital H Shares Beneficiary of a trust (other than a 16,719,700 19.81% 5.00%
Management Co., Ltd. HIR discretionary interest| (Long position)
("Huzhou Feipeng’) EENXEA (BBEERN) (#78)
MMRIEERERBRAA
(MRS
New China Asset Management  H Shares Investment manager 8,689,000 10.30% 2.60%
(Hong Kong) Limited HE REKE (Long position]
MEAEER (BB) (#78)
AR AR
Lin Lijun ("Mr. Lin’) H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
MAE ((HEE]) HI& REEHEE B R (Long position]
(#%8)
LVC Assefs Management Limited  H Shares Inferest in a controlled corporation® 11,146,200 13.21% 3.33%
H& REEHEE R (Long position]
(#72)
LVC KH Investment L.P. H Shares Beneficial owner 11,146,200 13.21% 3.33%
H ERBAA (Long position]
(#72)
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Hib&ER

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Shares of the share capital
same class FNG
Number of HE &R BRTRA
Name Class of Shares ~ Nature of inferest Shares R4 At BEHD
nE/ 28 PR 17 48 5l BHME ROEA BREDL BO
Haitian (HK) Holdings Limited H Shares Beneficial owner 5,052,600 5.98% 1.51%
(formerly named as “Haitian ~ HA% ERBAA (Long position]
(HK) Financial Development (1F8)
Limited")
BR(ER) ERERAA
(RimBRIER(EE)
TRERBERRA])
Zhan Yongxiang H Shares Beneficial owner 5,021,966 5.95% 1.50%
Bk Hi& EREBA (Long position]
(#72)
Mr. Wang Mingsong H Shares Interest in a controlled corporation” 4,880,000 5.78% 1.46%
FHRNEE Hi& REEGEE MR (Long position]
(%)
Bo An Investments Pte, Lid. H Shares Inferest in a controlled corporation 4,880,000 5.78% 1.46%
'Bo An Investments’) Hilk REEHEE R (Long position]
BERELABRAA (#72)
(BzRE])
Huaxia International Company ~ H Shares Beneficial owner 4,880,000 5.78% 1.46%
Limited ("Huaxia Infernational’)  HA% ERBAA (Long position]
ZERARARAF (#72)
([EEER])
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Other

Information

HiwEx

Notes:

]

(2)

(3)

(4)

(5)

(6)

7

Pursuant to a concert party agreement, each of Mr. Wang Junyang, Ms. Wang
Aici, Mr. Chen Wangzhi and Ms. Wang Aigin has agreed to jointly control their
respective inferests in the Company and the decisions as to the business and
operations of the Group shall be in accordance with the unanimous consent
of all of them. Therefore, each of them is deemed to be interested in all the
Shares held by them in aggregate by virtue of the SFO.

Mr. Wang Jungyang holds 97.46% and 80% in Kanghua Group and Xingye
Group, respectively. As Mr. Wang Junyang controls more than one third of the
voting power at the general meeting of each of Kanghua Group and Xingye
Group, Mr. Wang Junyang is deemed to be interested in the same number of
Shares in which each of Kanghua Group and Xingye Group is interested by
virtue of the SFO.

Each of Mr. Chen Wangzhi and Ms. Wang Aigin holds 50% in Xingda Property.
As each of Mr. Chen Wangzhi and Ms. Wang Aigin controls more than one
third of the voting power at the general meeting of Xingda Property, each of
Mr. Chen Wangzhi and Ms. Wang Aiqin is deemed to be interested in the
same number of Shares in which Xingda Property is interested by virtue of the
SFO.

As Mr. Chen Wangzhi and Ms. Wang Aigin are husband and wife, each of
them is deemed fo be interested in all the Shares held by them in aggregate
by virtue of the SFO.

Mr. Xie holds 99.80% in Zhonghai Chengfeng, which in turn holds 100% in
Zhonghai Chengrong, which in turn holds 100% in Zhongzhi Investment,
which in turn holds 100% in Huzhou Zhongze, which in furn holds 100% in
Huzhou Feipeng. Each of Mr. Xie, Zhonghai Chengfeng, Zhonghai Chengrong,
Zhongzhi Investment and Huzhou Zhongze is deemed to be inferested in the
same number of Shares in which Huzhou Feipeng is inferested by virtue of the
SFO.

Mr. Lin holds 100% in LVC Assets Management Limited, which in turn controls
LVC KH Investment L.P. Each of Mr. Lin and LVC Assets Management Limited
is deemed to be interested in the same number of Shares in which LVC KH
Investment L.P. is interested by virtue of SFO.

Mr. Wang Mingsong holds 100% in Bo An Investments, which in turns holds
100% in Huaxia International. Each of Mr. Wang Mingsong and Bo An
Investments is deemed to be interested in the same number of Shares in
which Huaxia International is interested by virtue of the SFO.
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(b)  Substantial shareholders of other members of the Group AEBEBEMKERARINEERRK

Approximate

percentage

interest held

by the substantial

shareholder

Name of member FERRK

Name of shareholder of the Group Nature of interest BEER

BRREREE AEBEHE QR ERE ERME BRE DL

Kangdi Enterprise "2 Renkang Hospital Beneficial owner 15%
R EEM CEER EmB A

Ms. Zhang Dandan ™3 Renkang Hospital Beneficial owner 15%
SR S 2 A0 TRk E=EBA

Ms. Wang Aier ™ Renkang Hospital Beneficial owner 13%

FTER LM (a0 EREAA
Notes:
) Pursuant to an entrusted management agreement, each of Kangdi Enterprise,

Ms. Zhang Dandan and Ms. Wang Aier irrevocably vested their entire voting
power at any general meeting of Renkang Hospital to the Company.

(2)  Kangdi Enterprise is held as to 50% by Mr. Wang Zhengren and as to 50% by
Ms. Wang Keying, all of whom are members of the Wang Family and cousins

of Mr. Wang Junyang.

(3)  Ms. Zhang Dandan is a member of the Wang Family and aunt-in-law of Mr.

Wang Junyang.

(40 Ms. Wang Aier is a member of the Wang Family and aunt of Mr. Wang

Junyang.

B

N REZEEEBE FTEXE R’
Rt REERLETXAHTAH
mli s ERNCREERTARRAS
MEEREEREBNART -

20 EECEEREIAELLEIZERNE
TEERASRBE  E2HRTX
R E R EBHFRENRRE -

B RARAKETEIRREKEREER
BRENER -

4 FERLRLIEIRFRKEKEREER
BRENE -

B EXAIRBEEIN  R_T—AFRNA=T
B BESHA SEEMALRRWRIE
HE R RAAERD T HEERERES
NEAEGRPIEXVERSE 2 &30 &F 2 IR XA )
ARAWE  HEBAERRRRIER 75 M

Save as disclosed above, as at 30 June 2019, to the knowledge of the Directors,
no other person had, or were deemed or taken to have interest or short position
in the Shares or underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the registry kept by the Company pursuant to Section 336 of the

SFO. B 60155 336 1517 B W B RE it A 25 30K
AL
E o
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Report on Review of Condensed Consolidated Financial Statements

ERG e I RK 2 EFRHmE

Deloitte

TO THE BOARD OF DIRECTORS OF

GUANGDONG KANGHUA HEALTHCARE CO., LTD.

(a joint stock company incorporated in the People’s Republic of China with limited
liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
Guangdong Kanghua Healthcare Co., Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 54 to 95, which comprise
the condensed consolidated statement of financial position as of 30 June 2019
and the related condensed consolidated statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash
flows for the six months period then ended, and certain explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34") issued by the International
Accounting Standards Board. The directors of the Company are responsible for
the preparation and presentation of these condensed consolidated financial
statements in accordance with IAS 34. QOur responsibility is to express a
conclusion on these condensed consolidated financial statements based on our
review, and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this
report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 "Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of these condensed consolidated financial
statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.
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Report on Review of Condensed Consolidated Financial Statements
RS MR 2 EHRS

E:S

CONCLUSION A

Based on our review, nothing has come to our attention that causes us to believe  RIEARTT Z B TIE - AN1TW KT E LM
that the condensed consolidated financial statements are not prepared, in all £ » £ A{TREMBLE L P BRREME

material respects, in accordance with 1AS 34. BRTETEERER S ERFEI4RM
Deloitte Touche Tohmatsu =g e BEMRT GEHAITT

Certified Public Accountants HEEI A

Hong Kong B

30 August 2019 —E-AFN\A=1H

gxmeasnnarads suss 200 53 |



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
R B R M2 ERmER

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

Six months ended 30 June

BEASA=tHLLAEAR

2019 2018

—E-NF —E-N\%F

NOTES RMB’000 RMB'000
Bt ARBF T AREF T
(unaudited) (unaudited)

(REER) (REEFEZ)

Revenue Yoz 3 914,364 738,589
Cost of revenue W Z5 A A (728,418) (570,541)
Gross profit EH 185,946 168,048
Other income H g A 4 19,611 28,513
Other expenses, gains and losses HinfZ - e REE 5 (960) 248
Administrative expenses THHAXZ (113,013) (80,580)
Finance costs A& KA (6,895) -
Profit before taxation R 50 B % A 6 84,689 116,229
Income tax expenses FIBHiAX 7 (29,140) (26,796)
Profit and total comprehensive income B Rm N & 2 E WA 45

for the period 55,549 89,433
Profit loss) and total comprehensive income T 51 & I8 FE (5 A5

(expense) for the period attributable to: (BE)R2EKA (FAX)

M
— owners of the Company —AREHEEB A 67,637 85,632
— non-controlling interests — IR R A (12,088) 3,801
55,549 89,433

Earnings per share, basic (RMB cents) BRERBF(ARESD) 9 20.2 25.6
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Condensed Consolidated Statement of Financial Position
BB 4R & B FEAR R 3R

At 30 June 2019
RZF-NFRA=1H

At At
30 June 31 December
2019 2018
RZE-IE RZIE—N\F
ANA=+H t-—A=+—H
NOTES RMB’000 RMB’000
B 5 AREBT T AREFIT
(unaudited) (audited)
(REEZ) (TEz)
Non-current assets EREBEE
Property, plant and equipment Y% - BB RRE 10 839,158 814,390
Right-of-use assets FRESE 10 331,511 -
Prepaid lease payment TETHE & FRIE - 150,398
Goodwill Bk 182,013 182,013
Deposits paid for acquisition of property, WHEMZ - BE RREDN
plant and equipment e 101,555 81,133
Fixed bank deposit EHIRITIF K 33,000 16,000
1,487,237 1,243,934
Current assets RBEE
Inventories BE 53,421 45,358
Accounts and other receivables JiE LA BR SR R EL th B U 5K B 1 259,732 207,016
Amount due from a non-controlling shareholder ~ FEU —FEFE QA FIH)— &
of a subsidiary FEE A% A% R FRIA 4,300 -
Prepaid lease payment TEfT & IE - 3,248
Financial assets at fair value through profitor loss & A F{EzF ABR M2 7l
AE 12 496,313 479,142
Restricted bank balances X IR #8817 45 84 4,567 21,098
Bank balances and cash RITHEB MRS 208,474 203,256
1,026,807 959,118
Current liabilities REEE
Accounts and other payables JE A< BR SR % EL A B A 5K TE 13 496,951 481,839
Amount due to a shareholder e — R R FRIA 682 682
Amounts due to non-controlling shareholders of ~ FE{S P E A B89 IEIE AR AR R
subsidiaries FRIE 213,004 152,204
Dividend payable FEAT IR B 53,363 -
Tax payables FEBEIR 34,908 38,368
Lease liabilities HEARE 23,716 -
822,624 673,093
Net current assets REBEEFE 204,183 286,025
Total assets less current liabilities WEEBRBAES 1,691,420 1,529,959
Non-current liabilities EREBERE
Deferred tax liabilities BELERIBAR 14 20,753 20,485
Lease liabilities HEAE 206,298 -
227,051 20,485
Net assets EERE 1,464,369 1,509,474
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Condensed Consolidated Statement of Financial Position

B b
At 30 June 2019
RZF—NFRNA=1H

At At
30 June 31 December
2019 2018
RZZ2-—NEFE RKRZIZT-N\HF
RA=t+H +ZA=+—H
NOTE RMB’000 RMB'000
Bt 5E AREET T AREFTT
(unaudited) (audited)
(REBER) (J&EZ)

Capital and reserves BERK#1E
Share capital & 15 334,394 334,394
Reserves & 1,015,404 1,044,543
Equity attributable to owners of the Company NRATEB AEGEZ 1,349,798 1,378,937
Non-controlling interests FEERR A A 114,571 130,537
Total equity FERYAEE 1,464,369 1,509,474
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Condensed Consolidated Statement of Changes in Equity
ARG EERE B

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

Attributable to owners of the Company

ADREE AL
Non-
Share Share Capital Statutory Retained controlling
capital premium reserve reserve eamings Sub-total interests Total
FER

Bx  RBRE EARE IERE  RERA et B st
RMBOOO  RMBOOO  RMBOOO  RWMBOOO  RWMBOOO  RWMBOOO  RMBOOO  RMBO00
ARBTR AREBTT ARBTR ARRTR ARRTR ARRTR ARRTR ARRTR

[note)
(W)
At 31 December 2018 (audited) R=ZE—\F+=A
=t+-B(&%%) 334,394 698,214 53,394 62,584 230351 1378,937 130,537 1,509,474
Adjusiment (Nofe 2) EEGES) - - - - (43,413) (43,413) (3,878) (47,291)
AtlJanuary 2019 lrestaled = —n5—A—H
(mE75) 334,394 698,214 53,394 62,584 186,938 12335,524 126,659 1462183
Profit(loss) and fofal BREF (F]) R 2A
comprehensive income DONGEIE:::
lexpense) for the period - - - - 67,637 67,637 12,088) 55,549
Dividend (Note 8) EAGIET) - - - - (53,363) (53,363) - (53,363
At30June 2019 (unaudited)  RZE-AERA=T
AREZER) 334,394 698,214 53,394 62,584 201212 12349,798 N4571 1,464,369
AtlJanuary 2008 foudited  R=ZF—-/\F—H—H
(B%%) 334,394 698,214 53,394 28,464 150,758 1265224 2075 1,289,399
Profitand fotal comprehensive  H & | k2 ERA
income for the period Et - - - - 85,632 85,632 3,801 89,433
Dividend [Note 8) eAGIET)) - - - - (54,230) (54,230) - [54,230)
Acquisifion of anon-wholly — WE—-HHE2ENNE
owned subsidiary NS - - - - - - 16,641 16,641
Transfer -+ - - - 9,528 (9,528] - - -
At30 June 2018 (unaudited)  RZZE—N\ERA
=TR(REER) 334,394 698,214 53,394 37,992 172,632 1,296,626 44617 1341243

Note: Amount of RMB7,557,000 (31 December 2018: RMB3,713,000) included in the Group’s s AREBR-_Z—HLENA=ZTHHRER

retained earnings as at 30 June 2019 represents the profit generated from the FeEe ARE7557,0007T (=& —/\¢
private non-enterprise entities directly or indirectly held under Anhui Hualin Medical +Z-ZA=+—H: AKR%3,713,0007T) °

Investment Co., Ltd., a company acquired by the Group during the year ended 31 EARERHEE T N\F+-_A=+— E
December 2018. Under the PRC laws and regulations, the retained earnings of the FTFEEKRENTHEREEREESR AT
private non-enterprise entity is not distributable. BEESEESENALEFCEBEEMES

WAE - REBEPBEIERELER  REID
EXEENRERBNENATEDRD

EREEEERNHBR DA FEHRE 2019




Condensed Consolidated Statement of Cash Flows

fem ] N =
RGeS R ERER
For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

Six months ended 30 June

BEXNA=THILAEAR

2019 2018
—E-hF —F-)N\F
RMB’000 RMB'000
AR¥T T AREF T
(unaudited) (unaudited)
(REEZ) (REEEZ)
Net cash generated from operating activities RETHABREFE 65,696 35,341
Investing activities REEE
Placement of restricted bank balances THZREIERITERR (847,885) (1,009,970)
Purchase of financial assets at fair value through BERAFLEFABEN
profit or loss TREE (839,855) (957,070)
Placement of fixed bank deposit TFRTEHETER (33,000) -
Purchase of property, plant and equipment BEME  BEIEH (57,247) (34,752)
Deposits paid for acquisition of property, plant and WiEMmE% BEIERHDNIES
equipment (39,962) (7,493)
Advance to a non-controlling shareholder ] — FEI P 8 A A1y — & JEZ A%
of a subsidiary IR ERER A Y B R (4,300) -
Proceeds from disposal of financial assets at fair value I EZ A FEF ABZEH
through profit or loss TREEMSHRIA 829,162 988,230
Withdrawal of restricted bank balances RV R IR 1T 4584 864,416 1,013,491
Withdrawal of fixed bank deposit AT HSETFR 16,000 -
Investment income received from financial assets at BAVEFABRNEMEE
fair value through profit or loss WA 52 8 A 7,245 9,881
Interest received B F B 1,536 4,931
Proceeds from disposals of property, plant HEWE W= NKREMESRE
and equipment 128 128
Deposit paid for acquisition of a subsidiary W —ENBEARENike - (81,000)
Net cash outflow on acquisition of a subsidiary Wi —ENEARNRE
R R = (51,092)
Net cash used in investing activities REZBHFAREFEE (103,762) (124,716)
Financing activities RLEEE
Advances from non-controlling shareholders of KB M B A E & I AR AR R
subsidiaries B A R 106,800 -
Repayments to non-controlling shareholders of BRTWER AR IEERRR
subsidiaries (46,000) -
Repayments of lease liabilities EEHEARE (10,714) -
Interest paid BB (6,805) -
Repayments to a shareholder BRT—BRE - (243)
Net cash generated from (used in) financing activities  BYE&E EE TS (FTA) BEF5HE 43,281 (243)
Net increase (decrease) in cash and cash equivalents  3R€ K IR &S E ¥ N
OB 2) F 2R 5,215 (89,618)
Cash and cash equivalents at beginning of the period HiFIIRE R IR EEEY 203,256 383,796
Effect of foreign exchange rate changes fEXEEHrE 3 530
Cash and cash equivalents at end of the period, MAEERRESZEY
represented by bank balances and cash ERITEB R RS 208,474 294,708
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Notes to the Condensed Consolidated Financial Statements

GENERAL INFORMATION AND BASIS OF PREPARATION

&R BEEE B D A R A A (Guangdong Kanghua Healthcare Co.,
Ltd.) (the “Company”) was established as a limited liability company in
the People’s Republic of China (the “PRC") and its overseas listed foreign
invested ordinary shares ("H Shares”) are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
Company's immediate and ultimate holding company is = FEH#E R E
%= ® A R A 7] (Dongguan Kanghua Group Co., Ltd.) (“Kanghua Group”),
a limited liability company established in the PRC. The addresses of the
registered office and principal place of business in Hong Kong of the
Company are disclosed in the "Corporate Information” section to the interim
report.

The Company and its subsidiaries (collectively referred as the “Group”)
are principally engaged in provision of hospital services, provision
of rehabilitation and other healthcare services, provision of hospital
management services, sale of pharmaceutical products and provision of
other services (represents elderly care services) in the PRC.

The condensed consolidated financial statements are presented in
Renminbi ("RMB”), which is also the functional currency of the Company.
This condensed consolidated interim financial statements have been
approved by the Board of Directors on 30 August 2019 but have not been
audited.

The condensed consolidated financial statements have been prepared
in accordance with International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting” issued by the International Accounting Standards
Board (“IASB”) as well as with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on the Stock
Exchange (the "Hong Kong Listing Rules”).

AR E M SRR M &
For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

—REBRmREE

EREEERERNOERAF ((ARF])
FEREARLME ([HE])KZE—
WMEREEARLERFINETINE &
BI(HERD  &BEBMERXZMA
[RAR ([BERFT]) ERE™ - N2 E
MBERLRREERARAREMRE
KREEBERRAR ((REEEH]) - —
MRABERINBEREERA AR
FEMMEEREEIELR M
HFRBERFRREARER]—& -

RABREWMBLRR (S [ AL )
FTEAETHREFERFEERRS - EH
FEREMERERS - Rtk E R
AR%5 - SHE BEm REEHEMRS (F5E
FRER) ©

BRGEE M BRRAARE (AR
25 ARETRARANINGEES -
AERAGETHRPBRREN_-F
—NENA=ZTHEESSHE B

BRGAMBRRIREBER S E
AZEe ((EREHENREED R
Bl g5 A ((EFR ST 28]])
B34 [ BARS 5 ¥R & ) DA R R PR
Ex EMAAN (&R LRI KR
TARHERARERERSE

mrpzumnnansn uEs 200 59 [



Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
on the historical cost basis except for financial assets at fair value through
profit or loss ("FVTPL") which are measured at fair values atf the end of each
reporting period.

Other than changes in accounting policies resulting from application of
new and amendments to International Financial Reporting Standards
["IFRSs”), the accounting policies and methods of computation used in the
condensed consolidated financial statements for the six months ended 30
June 2019 are the same as those presented in the Group’s annual financial
statements for the year ended 31 December 2018.

Application of new and amendments to IFRSs

In the current interim period, the Group has applied, for the first time, the
following new and amendments to IFRSs issued by the IASB which are
mandatory effective for the annual period beginning on or after 1 January
2019 for the preparation of the Group’s condensed consolidated financial
statements:

EEEHEE

BRGA W BERRIZELRAEER
2 EEAFEFAERD ((BRAFE
AABRSDMEREEDNEERE B
REVAFEFERI

B X P& PR 3 R T B B B 7 s i ZE R (T Bl
BB REER]) MEBTAMER
VERTBREEIN BE_T-NF
NA=ZTHLERNEANERAEE T
BREAH S ER LT EAER
SEEBEE_T-\F+_-_A=1+—H
EFEENFEMBERRA2IE K -

FE PR 7 2T B B 7 38 45 B o
THES

RAF R AEEEEHRERN
TRZZE-NE—-A—BER=HZR
B 4R B o o A O BT R & 5 R
ZESRMEHTR] BB 1% W 2R
REZRIA  URHEASEGRAEZES
MHwE

IFRS 16 Leases
B A B 75 e AR I 58 16 5% HE
IFRIC 23 Uncertainty over Income Tax Treatments

B BmERELZE 8RB 2350
Amendments to IAS 19

BIRR = et 22 RIS 19 5% (18R AN)
Amendments to IAS 28

FriStiE I B g E M
Plan Amendment, Curtailment or Seftlement
SBIEE - MRS AE

Long-term Interests in Associates and Joint Ventures

BIFR & 5T A RIS 28 5% (1B FT ) RENRME B LXK RIIES

Amendments to IFRSs
BREF TSRS ER (B ETAN)

Except as described below, the application of the amendments to [FRSs
in the current period has had no material impact on the Group’s financial
positions and performance for the current and prior periods and/or on the
disclosures set out in the condensed consolidated financial statements.
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Annual Improvements to IFRSs 2015-2017 Cycle
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Notes to the Condensed Consolidated Financial Statements

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1

Impacts and changes in accounting policies of application on
IFRS 16 “Leases”

The Group has applied IFRS 16 for the first time in the current
interim period. IFRS 16 superseded IAS 17 “Leases” and the related
interpretations.

2.1.1 Key changes in accounting policies resulting from application
of IFRS 16

The Group applied the following accounting policies in
accordance with the transition provisions of IFRS 16.

Definition of 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.

For contracts entered into or modified on or after the date of
initial application, the Group assesses whether a contract
is or contains a lease based on the definition under IFRS 16
at inception or modification date. Such contract will not be
reassessed unless the terms and conditions of the contract are
subsequently changed.

R BRAR S B R R

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. FESTHHBER®E

2.1

gxmeasnnaras suss 00 61 |

A PR B B 7 9 45 2 R 58 16
SIHE | HTREVER
28

AEE D RAF HIERE KRR
B R B 75 o e £ R 586 5% - BIRR
PHHRELRNE16FMABERE
FHERIE 175 [THE | RARRARRE -

211 FERBIMRETEImEAERSE
16 ER ST ERNEE
AEBRBEREHERS
A2 BI 2816 5% /9 18 E & X JE
B T5 g BeR -

HEREE

i é QP AR ERRR
— R EAES A BE R E
ENERERN AZAH
REESBREHEE -
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. EESTHBE®)
2.1 Impacts and changes in accounting policies of application on 2] FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) %ﬁ [HEINSAHRTER
""""" ) (E)
2.1.1 Key changes in accounting policies resulting from application 211 FEAEBR MRS ELSE
of IFRS 16 (Cont'd) 165 BB HEN TR
z*z (ﬁﬁ)
As a lessee tERAA
Allocation of consideration to components of a contract HREDERZEE L8 EB
b
For a contract that contains a lease component and one or RESHEBEKE S AR
more additional lease or non-lease components, the Group —IBARFIEEIINEE R IE

allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of the
lease component and the aggregate stand-alone price of the
non-lease components.

Short-term leases

The Group applies the short-term lease recognition exemption
to leases of leasehold land and buildings that have a lease
term of 12 months or less from the commencement date and
do not contain a purchase option. Lease payments on short-
term leases are recognised as expense on a straight line basis
over the lease term.

Right-of-use assets

Except for short-term leases, the Group recognises right-of-use
assets at the commencement date of the lease (i.e. the date
the underlying asset is available for use). Right-of-use assets
are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of
lease liabilities.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. FESTHBE®)
2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) HIHEINSATRRTER
2.1.1 Key changes in accounting policies resulting from application 211 ERERTBREENE
of IFRS 16 (Cont'd) 165 BB HEN TR
As a lessee (Cont'd) 1EREMA (&)
Right-of-use assets (Cont'd) ERAEEE (&)
The cost of right-of-use asset includes: FRAEEENNABRE
e the amount of the initial measurement of the lease e THEBEBEWVZHE
liability; BB
e any lease payments made at or before the e B HEBIRZATE
commencement date, less any lease incentives received; HEERBENK
AR 2 U5 TE & 52
e anyinitial direct costs incurred by the Group; and o  AEEESHEMY

WMERKA R

e an estimate of costs to be incurred by the Group in o AKEENIFKRLIFE
dismantling and removing the underlying assets, HEEE BEREH
restoring the site on which it is located or restoring the BEMESHMFER
underlying asset to the condition required by the terms HEEEZHENK
and conditions of the lease. R AG M PAR E 8 R

JUT E A BB AN T
Right-of-use assets in which the Group is reasonably certain REERHEHRERESE
to obtain ownership of the underlying leased assets at the WEERBEBAEEEEM
end of the lease term is depreciated from commencement EENERAEEEMS -
date 1o the end of the useful life. Otherwise, right-of-use assets fHATRAREEBRKA
are depreciated on a straight-line basis over the shorter of its HezdRAFHAsRAM
estimated useful life and the lease term. FHRITE - EEMIBRT -

EREEENEMGFEM
FHEEBANABREER
B)RERERERNE -

The Group presents right-of-use assets as a separate line item AEBERGRES BB
on the condensed consolidated statement of financial position. REABERAEEERT

REFEAB -

EREEEERNHBR DA FEHRE 2019



Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P RE

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1 Impacts and changes in accounting policies of application on
IFRS 16 “Leases” (Contd)

2.1.1 Key changes in accounting policies resulting from application
of IFRS 16 (Contd)

As a lessee (Contd)
Leasehold land and building

For payments of a property interest which includes both
leasehold land and building elements, the entire property
is presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between the
leasehold land and building elements.

Refundable rental deposits

Refundable rental deposits paid are accounted under IFRS 9
“Financial Instruments” and initially measured at fair value.
Adjustments to fair value at initial recognition are considered
as additional lease payments and included in the cost of right-
of-use assets.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. FESTHBE®)
2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6

IFRS 16 “Leases” (Contd) HIHE NS HREE R

2.1.1 Key changes in accounting policies resulting from application 211 FEABEKRY MRS ELSE
of IFRS 16 (Cont'd) 165 BB HEN TR
As a lessee (Cont'd) 1EREMA (&)
Lease liabilities HEAE
At the commencement date of a lease, the Group recognises REERBBEE K&
and measures the lease liability at the present value of BZBARTHMEE KD
lease payments that are unpaid at that date. In calculating RERRLGTEHEASRE -
the present value of lease payments, the Group uses the Rt EHENFKRER
incremental borrowing rate at the lease commencement date if MEERESFN I E
the inferest rate implicit in the lease is not readily determinable. - RAEEFEREER

A B HIRIEEERARGTE

The lease payments include: MENREIE:
e fixed payments (including in-substance fixed payments) . ENR(BEEE
less any lease incentives receivable; M & E RO R
R fEMR T & 42 -
e variable lease payments that depend on an index or a o  HMEHEBKLEME
rate; B R A E R
e amounts expected to be paid under residual value o BEFREMBEERTE
guarantees; B e
e the exercise price of a purchase option reasonably e AFKEEHGE®MEST
certain to be exercised by the Group; and TEEEEEENTT
EE: &
e payments of penalties for terminating a lease, if the lease e (WEHHRMAEES
term reflects the Group exercising the option fo terminate. ITEBERERIEEE
AIEt AR IETE & # A
e
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Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1 Impacts and changes in accounting policies of application on
IFRS 16 “Leases” (Contd)

2.1.1 Key changes in accounting policies resulting from application
of IFRS 16 (Contd)

As a lessee (Contd)
Lease liabilities (Cont'd)

Variable lease payments that do not depend on an index or
a rate are not included in the measurement of lease liabilities
and right-of-use assets, and are recognised as expense in
the period on which the event or condition that triggers the
payment occurs.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)
whenever:

o the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured by
discounting the revised lease payments using a revised
discount rate at the date of reassessment.

° the lease payments change due to changes in market
rental rates following a market rent review, in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the initial
discount rate.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. FESTHBE®)

2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) HIHE NS HREE R
2.1.1 Key changes in accounting policies resulting from application 211 FEABEKRY MRS ELSE

of IFRS 16 (Cont'd) 165 BB HEN TR

As a lessee (Cont'd) 1EREMA (&)

Lease modifications HEEET

The Group accounts for a lease modification as a separate i BIFATER A&

lease if: HHEEBIIERS —HEF

WS AR

e the modification increases the scope of the lease by o ZIBIEETHMIL NG
adding the right to use one or more underlying assets; A—IExZERBEE
and ENENEREES

P &

e the consideration for the leases increases by an amount e THEREBHEMNEHE
commensurate with the stand-alone price for the HE R &6 E RN E
increase in scope and any appropriate adjustments to HEBEBEER R AR
that stand-alone price to reflect the circumstances of the BEANBRMEE
particular contract. BWERETNEME

For a lease modification that is not accounted for as a separate MAIER—BEBHEEA

lease, the Group remeasures the lease liability based on the EWMEEREIImME A%

lease term of the modified lease by discounting the revised EFE e RE AN A S

lease payments using a revised discount rate at the effective B RS AT AR IR R IR &1

date of the modification. RIHERR BEETMHE

EMHERSEHAEHE

BE-
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. EESTHBE®)

2.1 Impacts and changes in accounting policies of application on 2] FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) HIHE NS HREE R

) (E)
2.1.1 Key changes in accounting policies resulting from application 211 ERAERNTEREENE
of IFRS 16 (Cont'd) 165 EREFT BB ER

As a lessee (Cont'd) 1EREMNA (&)
Taxation G

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to the
right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
aftributable to the lease liabilities, the Group applies IAS 12
“Income Taxes” requirements fo right-of-use assets and lease
liabilities separately. Temporary differences relating to right-
of-use assetfs and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the
initial recognition exemption.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FESTHBE®)
2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) HIHEINSATRRTER
SE) (&)

2.1.1 Key changes in accounting policies resulting from application 211 FEABEKRY MRS ELSE
of IFRS 16 (Cont'd) 165 BB HEN TR
As a lessor tER LA
Refundable rental deposits REEEZS
Refundable rental deposits received are accounted under BWAROEEZS IR

IFRS 9 and initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional lease
payments from lessees.

Sublease

When the Group is an intermediate lessor, it accounts for
the head lease and the sublease as two separate contracts.
The sublease is classified as a finance or operating lease by
reference to the right-of-use asset arising from the head lease,
not with reference to the underlying asset.

Lease modification

The Group accounts for a modification to an operating lease
as a new lease from the effective date of the modification,
considering any prepaid or accrued lease payments relating
to the original lease as part of the lease payments for the new
lease.

BRI SR E LR E I
AR - R AFEE -
HERERFHRFEE
HARBRKRSBEABEA
EVEESMEE TR -

PaRic|

EAKESTNEEA
AEEeKETHEORSME
MARRMEBBILAH -
DHEHNLSREIBEOME
EHEREEESERR
BRKLeHE MIE2R
HEEEDHE -

HEER]

W
pa[ll’

AEERBETEEHER
RBEEFTEME RER D
MEE TERERHEE
TE B BV LRI TR Sk B AT AR
ENF - EAFHENR
DHEERMK -

pxmeasnnarads suss 00 69 [N



Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FEEIBE#E)
2.1 Impacts and changes in accounting policies of application on 2] FEREIRMGHREERFE6
?)T [HEINEFBERETER

IFRS 16 “Leases” (Contd)
/////// B8 (%)

212 AEXERBBEERE

2.1.2 Transition and summary of effects arising from initial

application of IFRS 16

Definition of a lease

The Group has elected the practical expedient to apply IFRS 16
to contracts that were previously identified as leases applying
IAS 17 and IFRIC 4 "Determining whether an Arrangement
contains a Lease” and not apply this standard to contracts that
were not previously identified as containing a lease. Therefore,
the Group has not reassessed contracts which already existed
prior to the date of initial application.

For contracts entered into or modified on or after 1 January
2019, the Group applies the definition of a lease in accordance
with the requirements set out in IFRS 16 in assessing whether a
confract contains a lease.

As a lessee

The Group has applied IFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application,
1 January 2019. Any difference at the date of initial application
is recognised in the opening retained profits and comparative
information has not been restated.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FEETBE#E)
2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6

SIE | HTREVER
28 (#)

IFRS 16 “Leases” (Contd)

212 AEXERBBEERE
HEBIE 165 MEITH B

2.1.2 Transition and summary of effects arising from initial
application of IFRS 16 (Contd)

As a lessee (Contd)

When applying the modified retrospective approach under
IFRS 16 at transition, the Group applied the following practical
expedients to leases previously classified as operating leases
under IAS 17, on lease-by-lease basis, to the extent relevant to
the respective lease contracts:

elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12
months of the date of initial application;

excluded initial direct costs from measuring the right-of-
use assefs at the date of initial application;

applied a single discount rate to a portfolio of leases with
a similar remaining terms for similar class of underlying
assets in similar economic environment. Specifically,
discount rate for certain leases of properties and land
leases in the PRC was determined on a portfolio basis;
and

REENTERE (B)
TERAN (&)

38R B AR 5 B R B 75
WEERIFE 165 ERAZLE
EBPAE  NEEH L
AR 1B B & 5 RIS
HFoBEAKEHEENEE
WHEEES D B HERD
HEAHOREBIATAIITE
B

. HEMRBEEXRER
Z BHE21E B A4
RWEE  EETMHE
REREEENREE
BfE:

i. REXEMABHAE
EREEERBEGRY
MERMKA

ii.  EHRBEELERERES
HEERAEEED
HEFRSERHEE
METEAE—RIRE -
LER RPBEHE
THERER T HHE
EMMIBETIAAE
BEEF &

iv.  used hindsight based on facts and circumstances as at v. WREREXESRBH
date of initial application in determining the lease terms NEENBERERE
for the Group’s leases with extension and termination BA - RAEEA
opfions. BB R LB ERE

MHEEEHES -
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Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1 Impacts and changes in accounting policies of application on
IFRS 16 “Leases” (Contd)

2.1.2 Transition and summary of effects arising from initial
application of IFRS 16 (Contd)

As a lessee (Contd)

On transition, the Group has made the following adjustments
upon application of IFRS 16:

As at 1 January 2019, the Group recognised additional lease
liabilities and measured right-of-use assets at the carrying
amount as if IFRS 16 had been applied since commencement
dates, but discounted using incremental borrowing rates of
the relevant group entities at the date of initial application by
applying IFRS 16.C8(bl(i) transition. Amounts of RMB43,413,000
and RMB3,878,000 of transition upon adoption of IFRS 16
is recognised as decrease to retained earnings and non-
controlling interests on 1January 2019 respectively.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities at
the date of initial application. The incremental borrowing rates
applied by the relevant group entities range from 5.1% to 5.9%.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

PRINCIPAL ACCOUNTING POLICIES (contd) 2. FEETBE#E)
2.1 Impacts and changes in accounting policies of application on 20 FEREIRMGHREERFE6
IFRS 16 “Leases” (Contd) HIHE NS HREE R
2.1.2 Transition and summary of effects arising from initial 212 BEXRERBIRMGRE
application of IFRS 16 (Contd) HERIE6SMEITARE

REENTERE ()

As a lessee (Cont'd) 1EREMA (&)
At
1January
2019
RZE—NIF
—H—H
RMB'000
ARBTTT
Operating lease commitments disclosed as at 31 R=ZZE—N\F+=-A=+—HMHEE
December 2018 AT E AR 259,570
Add: Lease liabilities resulting from lease - BREHENHEEEIEENHEE
modifications of existing leases (note) & & (M) 39,686
Less: Recognition exemption — short-term leases & : FER 2 —RHHE (103)
299,153
Lease liabilities discounted af relevant incremental  Z MR S B K FI RO EAE
borrowing rates (59,429)
Lease liabilities relating fo operating leases RZE—NWF—A—BEREKRN®E
recognised upon application of IFRS 16 and WMEERF6FIEBRELEHE
as at 1January 2019 B HEAR 239,724
Analysed as: Paxii= I
Current ik 21,512
Non-current ERE 218,212
239,724
Note: The Group renewed the leases of certain leasehold land and M - AEEBRB Y HEAE
buildings by entering into new lease contracts which commence BHERETHEE i
after date of initial application, these new contracts are REF ZEFEHOR
accounted as lease modifications of the existing contracts upon HXERBBREAS -
application of IFRS 16. A 7 FE FA BB B 7S R
ABRIZE165% & ARSI A
RESHNHEEESR -

EREEEERNHBR DA FEHRE 2019




Notes to the Condensed Consolidated Financial Statements

RS S B SRR MY 5t
For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1 Impacts and changes in accounting policies of application on
IFRS 16 “Leases” (Contd)

2.1.2 Transition and summary of effects arising from initial
application of IFRS 16 (Contd)

As a lessee (Contd)

The carrying amount of right-of-use assets as at 1 January 2019

FESFEE®)

2] ERBERBBEREERFE6
FIEE I NSHABRRTER
EE(E)

212 AEXERBBEERE
YERI 1657 M HETTHEE
MEANTERE (&)
EAEFA ()

RZE—NLF—A—HBH

comprises the following: FTRAEEEREBEREN
&I
Right-of-
use assefs
EREAE
RMB'000
ARBT T
Right-of-use assets relating to operating leases JE PR B B B 75 3 25 AR R 2516 SR 12 T AR
recognised upon application of IFRS 16 HMGEEHEBRMNERAEEE 192,433
Reclassified from prepaid lease payment (notel BRENHEEREEFRHE (M) 153,646
346,079
By class: LIRS
Leasehold lands HE L 153,646
Leasehold land and buildings ME T RETF 192,433
346,079

Note: Upfront payments for leasehold lands in the PRC were classified
as prepaid lease payment as at 31 December 2018. Upon
application of IFRS 16, prepaid lease payment amounting fo
RMB153,646,000 were reclassified to right-of-use assets.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FESFHBEX®)
2.1 Impacts and changes in accounting policies of application on 2] EREEAMEREERE6

&

SIEE MEHREYER
28 (%)

212 AERERBERMBRS
AR 16 57 M ESTE B

IFRS 16 “Leases” (Contd)

2.1.2 Transition and summary of effects arising from initial
application of IFRS 16 (Contd)

REENTERE (&)
As a lessee (Cont'd) tEREN ()
The following adjustments were made to the amounts HRZ-ZZT—-—NLF—H—H
recognised in the condensed consolidated statement of #9 4 BF i? MR ERA

financial position at 1 January 2019. Line items that were not REBFEIEL THFE -

affected by the changes have not been included.

AERBHYENERTE
SR -

Carrying Carrying

amounts amounts

previously under

reported at IFRS 16 at

31 December 1January

2018  Adjustments 2019

R-ZZE—hIF

R=ZZE-—NF —B—HARE

+TZA=+-— B R B FE R

BB/ ZRIZE165E 1

REE R IREE

RMB’'000 RMB'000 RMB'000

ARETT AR¥BFTT AR%®TT
Non-current assets FRBEE

Prepaid lease payment A& KIE 150,398 (150,398) -

Right-of-use assets CREEE - 346,079 346,079

Current asset RBEE
Prepaid lease payment AT E KIE 3,248 (3,248) -
Current liability REBAE

Lease liabilities HE&E - (21,512) (21,512
Non-current liability FRBEE

Lease liabilities HEAR - (218,212) (218,212)
Capital and reserves EXRFEE

Reserves Gl (1,044,543) 43,413 (1,001,130

Non-controlling interests FEERR A A (130,537) 3,878 (126,659)

Note: For the purpose of reporting cash flows for the six months
ended 30 June 2019, movements have been computed based
on opening statement of financial position as at 1 January 2019

as disclosed above.

ERFEE
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Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.2 Impacts and changes in accounting policies of application of
other new and amendments to IFRSs

2.2.1 Significant changes in significant judgements and key sources
of estimation uncertainty

The following are significant judgements relating to application
of IFRS 16 for consideration, the list is not exhaustive:

Lease term

In determination on lease term of contracts with renewal
options, the Group applies judgement to determine the lease
term for lease contracts in which it is a lessee that include
renewal option. The assessment of whether the Group is
reasonably certain to exercise such options impacts the lease
term, which significantly affects the amount of lease liabilities
and right-of-use assets recognised.

Incremental borrowing rate

In determination on incremental borrowing rate, the Group
applies judgement to determine the applicable rate to
calculate the present value of lease payments. The incremental
borrowing rate of the Group applies, which significantly
affects the amount of lease liabilities and right-of-use assets
recognised.

The directors of the Company do not anticipate that the application of
the other new and amendments to IFRSs will have a material effect on
the condensed consolidated financial statements in the foreseeable
future.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

REVENUE AND SEGMENT INFORMATION 3. WmEKkpHEHR

The Group is principally engaged in (i) provision of hospital services; (i) REB X ENE()IREBERS ()12
provision of rehabilitation and other healthcare services; i) provision of HERE R HMBERT ; (it 8k
hospital management services; (iv) sale of pharmaceutical products; and (v) EERST MERHEE  RVEH/HE
provision of other services. fth AR 75 -

Revenue W e

An analysis of the Group’s revenue for the period is as follows: REBBAWRSITHT -

Six months ended 30 June

BEASA=tHLLAEAR

2019 2018
—E-hEF —ZE-N\F
RMB’000 RMB'000
ARBT ARBTTT
(unaudited) (unaudited)

(REEZ) (RIEFEZ)

Recognised over fime: BERF AR AR
Hospital services: BB AR -
— Inpatient healthcare services —{FBr B AR 536,185 426,169
— Outpatient healthcare services —PI2 BERS 299,581 258,761
— Physical examination services — AR 33,668 30,163
Rehabilitation and other healthcare services: FR1E R A BERT
— Rehabilitation hospital services — 1B B RS 22,662 10,436
— Rehabilitation centre services and other —BRER O IR & H Ath B AR
healthcare services % 12,907 4,215
Hospital management services Bl E RS - 1,922
Others Efh 522 -
905,525 731,666
Recognised at a point in fime: RRE—REER
Sale of pharmaceutical products EmiHE 8,839 6,923
914,364 738,589

gxmzasnnanas suss00 /77 R



Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

3. REVENUE AND SEGMENT INFORMATION (Contd)
Segment information

Information reported to the executive directors of the Company, being the
chief operating decision maker (the “CODM"), for the purposes of resource
allocation and assessment of segment performance focuses on types of
service provided.

The Group's operating segments are classified as (i) hospital services; (ii)
rehabilitation and other healthcare services; (iii) hospital management
services; (iv) sale of pharmaceutical products; and (v) others. The details of
the Group’s operating segments are as follows:

(i) Hospital services: Provision of hospital services includes (i)
inpatient healthcare services generally
refer to the treatment of patients who are
hospitalised overnight or for an indeterminate
period of time; (ii) outpatient healthcare
services generally refer to the treatment of
patients who are hospitalised for less than
24 hours; [iii) physical examinations services
generally refer to the clinical examination of
individuals for signs of diseases and health

advisory services.
(il Rehabilitation and Provision of rehabilitation services generally
other healthcare refer to the provision of special care
services: services to patients with permanent or long-

term physical or mental disabilities. Other
healthcare services include elderly care and
training services for the disabled.

(il Hospital management Provision of management services to a

services: hospital owned by an independent third
party.
(ivi  Sale of pharmaceutical Sale of pharmaceutical products to patients
products: of the Group’s hospitals and outside
customers.
(v} Others: Provision of elderly care services fo patients.

These operating segments also represent the Group’s reportable segments.
No operating segments identified by the CODM have been aggregated in
arriving at the reportable segments of the Group.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

REVENUE AND SEGMENT INFORMATION (Contd) 3. WaEkoHERE)
Segment revenues and results 2l L E Y S
The following is an analysis of the Group’s revenue and results by operating NTRELESHE > AEEB R E
segments: MEBED
For the six months ended 30 June 2019 (unaudited) HE-ZT-NFA=THIEAMHEA
(REEER)
Rehabilitation
and other Sale of
Hospital healthcare  pharmaceutical
services services products Others Total
RERHM
BRRH% BERY EREE Hity st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBETR AR®TR AR®Tn AR%BT:R
note (i)
B )
SEGMENT REVENUE o E U
External revenue ShEf Rz 869,434 35,569 8,839 522 914,364
Segment profit 7 84 7l 175,281 8,184 2,053 428 185,946
Other income HApA 19,611
Other expenses, Hhfx -
gains and losses Yz R EE (960)
Administrative expenses G (113,013
Finance cosfs BE R (6,895)
Profit before taxation B 350 A A 84,689

gxmeasnnaras suss00 79 R



Notes to the Condensed Consolidated Financial Statements
LSS e -

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

3. REVENUE AND SEGMENT INFORMATION (Contd) 3. WaEkoHERE)
Segment revenues and results (Contd 7 EBUL AR M AR ()
For the six months ended 30 June 2018 (unaudited) HE-_Z-N\FXXA=THIXMHEA

Rehabilitation

and other Hospital Sale of
Hospital healthcare  management pharmaceutical
services services services products Total
RE KX 2= b
BhR% HthBERS ERRS EmiHE w@st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTFT ARETT ARETRT AR%Tr ARETR
note i note {ii)
B ) B 3 i
SEGMENT REVENUE 7 B
External revenue IR YR 2R 715,093 14,651 1922 6,923 738,589
Segment profi HEER 157,804 7,819 981 1,444 168,048
Other income H AU A 28,513
Other expenses, Hibhf% -
gains and losses Y R &1 248
Administrative expenses THAX (80,580)
Profit before faxation BRE AT A 116,229
Notes: Bt 5
(i) Operation in rehabilitation and other healthcare services was acquired since (i) EERAEMBERBEEE -
April 2018. —/\m AUk -
(ii) Operation of hospital management services represents provision of (ii) B EERENEFERNEERE
hospital management services to = B E R O ME R E AR RO I E R BB AR A F) ([
‘A 7] (Chongqing Kanghua Zhonglian Cardiovascular Hospital Co., Ltd.) D MEFREERR ) 17 H B f B IR RIS o
("Zhonglian Cardiovascular Hospital’). The Group acquired 60% equity interest AEBR-_ZT— N\F/)\AUWEE R
in Zhonglian Cardiovascular Hospital in August 2018. Segment revenue and DIMERER60%MRE HEZT
profit for the six months ended 30 June 2018 represented segment results —NFARA=ZTHIEXNERSNS I
prior to acquisition. Weas Fom FIHE U AT ey 0 3P 545 o
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Notes to the Condensed Consolidated Financial Statements

REVENUE AND SEGMENT INFORMATION (Contd) 3.

Segment revenues and results (Contd)

There were no infer-segment sales during both periods.

The accounting policies of the operating segments are the same as the
Group’s accounting policies. Segment profit represents the profit earned
by each segment without allocation of other income, other expenses,
gains and losses, administrative expenses and finance costs. This is the
measure reported to the CODM for the purposes of resource allocation and

performonce assessment.

Except as disclosed above, no other amounts are regularly provided to the
CODM and therefore, no further analysis is presented.

OTHER INCOME

R BRAR S B R R

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

Wk o ERE R ()
7 #f W as B A8 ()

TR (B HA R 3 2 ) BR R SH o

Al
:

RED AN S BERERKEE TR
° 73 BB A 45 % o0 #F MR EX A i
Ao IS R EAMEA - EF
Wa L EE THRRAXRBERA -
R ERSERKRRAEMERT
TBELERRENGTELN -

B EXPrEEES WEEMESRTE
HRHTIELERRE HUES
SE— DM -

HAUWA

Six months ended 30 June

BEAA=THILEAER

2019 2018
—E-AF —ZE-N\F
RMB’000 RMB’000
AR¥EF T ARBFIT
(unaudited) (unaudited)
(REEERZ) (REEEZ)
Bank and other interest income 81T M E A B A 579 5,566
Fair value gain on financial assets at FVTPL BATFEFABENSHEE
BN EWR 5,824 6,283
Investment income from financial BERAFEFAESNEREE
assets at FVTPL B & WA 7,245 9,881
Rental income HEaBA 3,400 2,206
Government subsidies (note) BT R B (P 3E) 12 138
Others E A 2,451 4,439
19,611 28,513

Note: The government subsidies mainly represent the subsidies on costs incurred for
operation of rehabilitation centres and hospitals, research and development
projects, medical related seminars and forums with no special and unfulfilled

conditions aftached.

et BT EREENSRREKRE
TR ERES O R BB r &E - #T

BIAE -  EEAWEENEREES
o) 9N
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Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

5. OTHER EXPENSES, GAINS AND LOSSES

5 Htfx  WEREE

Six months ended 30 June
BEAA=1THILEAREAR

2019 2018

—E-NEF —E-N\F

RMB’000 RMB’000

ARBT T ARBFT

(unaudited) (unaudited)

(REERZ) (REER)

Net exchange gain P& 3 W 5 R 1,011 1,096
Loss on disposals of property, plant and LEME  BERLENER

equipment (38) (72)

Allowance for credit loss EEEERE (223) (776)

Donations BR (1,710) -

(960) 248

6. PROFIT BEFORE TAXATION

6. BRBLAIEF

Six months ended 30 June

BEANA=ZTHLAEAR

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AREF T AREF T
(unaudited) (unaudited)
(RBER) (REgE&ER)
Profit before taxation has been arrived at after B %4 5il i KA 0B
charging: THIEBERBEY :
Depreciation of property, plant and equipment  #1% - /= MR IEITE 44,118 30,339
Depreciation of right-of-use assets TRAREENE 15,572 -
Research and development expenditure MR 606 389
Short-term lease rentals in respect of HEEPOREIBEEEANSEH
rehabilitation centres and staff quarters HEHES 1,012 -
Variable lease rentals in respect of hospitals HER AR EHERS 3,024 -
Operating lease rentals in respect of hospitals B ES L M EEFR L BB ERE
and rehabilitation centres Me - 14,794
Cost of inventories recognised as expenses BRAERINFEERAR
[representing pharmaceutical products, (YPTA B m - B R H A
consumables and others used, included in cost 5t AU Z5 A AN A7)
of revenue) 432,208 346,815
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

7. INCOME TAX EXPENSES 7. FSHEX

Six months ended 30 June
BEAA=1THILEAEAR

2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
ARET T AREF T
(unaudited) (unaudited)

(REEZ) (RIEEZ)

Current tox: B AR A -
PRC Enferprise Income Tax (“EIT") B EATSE ([REREH]) 28,840 26,131
Underprovision of PRC EIT in prior years BEFEREPEREN
e 32 665
28,872 26,796
Deferred tax (Note 14) FERERIE (FFE14) 268 -
29,140 26,796
Under the Law of the PRC on EIT (the “EIT Law”) and Implementation BIERBECEMSHE ((DEMBH
Regulation of the EIT Law, the statutory income tax rate of the Company and ED REEMBFIEEEES XA
its PRC subsidiaries is 25% for both periods. A R H AR BB A A RS R E A A Y
EEEHER25% °
8. DIVIDENDS 8. BE
During the current interim period, a final dividend of RMB16 cents per share RAPHEE XRRAGEE_F
in respect of the year ended 31 December 2018 (six months ended 30 June —N\NF+ZA=+—ALFERELA
2018: RMB16 cents per share in respect of the year ended 31 December AEAATERAREEEGRARKIS
2017) was declared to the owners of the Company. The directors of the DEEZE-NFRA=THILRE
Company have defermined that no dividend will be paid in respect of the B m#z_2—+&+_A=+—
current interim period (six months ended 30 June 2018: nil). HIEFESRERARKI6D) c AR

RAEFECEEHM TSR+ HHEIK
RS (BE-Z-N\FXA=1THI
NEA &) -
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

9. EARNINGS PER SHARE 9. BREF
The calculation of basic earnings per share attributable to the owners of the RARHA ABMMERERNEFER
Company is based on the following data: AT EURETE -

Six months ended 30 June

BEASA=tHLAEAR

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AREF T ARET T
(unaudited) (unaudited)

(REEZ) (RIEFEZ)

Earnings: ZF

Profit for the period atiributable o the owners of AR EZFR BTN AR FHEE A
the Company for the purpose of calculating JEAE BA R F)
earnings per share 67,637 85,632

Six months ended 30 June
BEAA=1THILEA~EA

2019 2018
—F-AE  SEFF
(unaudited) (unaudited)

(REER) (RIEEZ)

Number of shares: xR &R -

Weighted average number of ordinary shares B FTH & & B% L 2N 2 7 /9 @ A% hn
for the purpose of calculating basic earnings - F 19 &L

per share 334,394,000 334,394,000
No diluted earnings per share has been presented since there were no BREMEE RSB EITEELS B
potential ordinary shares in issue for both periods. I - I E 25| GREE R -
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10.

Notes to the Condensed Consolidated Financial Statements

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT/RIGHT-
OF-USE ASSETS

During the current interim period, the Group disposed of certain property,
plant and equipment with an aggregate carrying amount of RMB166,000
(six months ended 30 June 2018: RMB200,000) for cash proceeds of
RMB128,000 (six months ended 30 June 2018: RMB128,000), resulting
in a loss on disposals of RMB38,000 (six months ended 30 June 2018:
RMB72,000).

In addition, during the current interim period, the Group acquired property,
plant and equipment and incurred expenditure on construction in progress
of RMB36,654,000 and RMB32,398,000 (six months ended 30 June 2018:
RMB34,076,000 and RMB10,211,000), respectively, for the purpose of
upgrading and expanding the service capacity of the Group’s hospital
operations.

During the current interim period, the Group entered into new lease
agreements for the use of properties in the PRC for 2 to 3 years. The Group
is required to make fixed monthly payments. On lease commencement, the
Group recognised right-of-use assets and lease liabilities of RMB1,004,000
each relating o those new leases.

10.

AR E M SRR M &
For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

¥ BERRE EREE
Et®

RAFREBEE AEELEAEREME
BARE166,000TT 2 ME - BE MR
B EEZE-/\FA=ZTHLX
@A : AR ¥200,0007T)  FT5EH &
B ARI128,000T (2T —N\F
NAZ+THIEREA - AR¥128,000
JL)  EEHEEBEAARY38,0007T
(BEz—ZE—N\FARA=ZTHIEA :
ANER#72,0007T) °

AN - AR HRERRS - A E D B
BYE BREAXBREEIEM
EERNTE DR A AR 36,654,000
TR ARKS32398000T (BHE-Z
—NEFERAZTHIEANEAR : AR
34,076,000 7T & A & 10,211,000 7T -
LATH4R Ko 3 K H B8 B 2 B MY BR A BE 77 o

RAPEER RSB FHEE W
FOUNETRFERAME2EIF AL
EAEZAXNETER REEME
B AEBERZEHERERAEEER
BEENMNEEREARAREI004,000

JG °

mrpzumnnansn o5s 200 85 [



Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

ACCOUNTS AND OTHER RECEIVABLES N, FBWERF K E e FE

At At

30 June 31 December

2019 2018

RZE—IFE RZZE—N\F

ANA=+H +tZA=+—H

RMB’000 RMB'000

ARBET T ARET T

(unaudited) (audited)

(REEZ) (K2 %)

Accounts receivables FEULBR 3R 236,558 186,063
Less: Allowance for credit loss B EEEIERE (9,573) (9,573)
226,985 176,490

Prepayments to suppliers TE A FE P IR 9,090 11,715
Interest receivables FE UL FI) B, 91 1,048
Others HAh 23,566 17,763
259,732 207,016

The individual patients of the Group would usually settle payments by
cash, credit cards or governments’ social insurance schemes. For credit
card payments, the banks will normally settle the amounts approximately
30 days after the transaction date. Payments by governments’ social
insurance schemes will normally be seftled by the local social insurance
bureau or similar government departments which are responsible for
the reimbursement of medical expenses for patients who are covered by
the government medical insurance schemes ranged from 30 to 180 days
(31 December 2018: 30 to 90 days) from the transaction date. Corporate
customers will normally settle the amounts within 90 days after the
transaction date by bank transfers.
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1.

Notes to the Condensed Consolidated Financial Statements

ACCOUNTS AND OTHER RECEIVABLES (Contd)

The following is an aged analysis of accounts receivables, net of allowance
for credit loss, presented based on the revenue recognition date at the end
of the reporting period:

R BRAR S B R R

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

R AL B SRR e L At BB WSURR T ()

ERBERRRERREPEIIME
WS (R EEBBREE WKk

W
At At
30 June 31 December
2019 2018

R=Z-RE R-F-NF
AB=+B +=A=+—A

RMB’000 RMB’000

AR¥EFT ARETF T

(unaudited) (audited)

(REEEZ) (JeEZ)

Within 30 days 30 KA 113,760 15,761
3110 90 days RIENFN 59,299 21,351
9110 180 days 91E180 K 13,253 25,954
18110 365 days 181 £ 365K 38,209 12,847
Over 365 days HBiE 365K 2,464 577
226,985 176,490
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Notes to the Condensed Consolidated Financial Statements

RS IR R

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

12.  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

12. BAFEFABENERERE

At At
30 June 31 December
2019 2018

RoB-RE R-F-NF
AA=+E t=A=t+-A

RMB’000 RMB'000
ARBET T ARET T
(unaudited) (audited)
(REEERZ) (=)
Unlisted fund (note (i) JEETES (FFEEG) - 23,162
Portfolio investment fund (note (i) KRB HEES (M) 73,843 53,980
Structured bank deposits (note {iii)) MR TR (B EE (i) 422,470 402,000
496,313 479,142

Notes: BEE

(i) The unlisted fund represents an investment in equity securities of an unlisted
company in the PRC and is measured at fair value. In January 2019, all of the
unlisted fund was disposed at a consideration of RMB23,162,000.

(ii) The Group invested into a porffolio investment fund with a fund manager in
Hong Kong for investment returns. The portfolio includes a mixture of cash
and shares which are primarily listed in Hong Kong and is measured at fair
value.

(il The Group invested into structured deposits with a bank in the PRC for
investment returns. Majority of these structured deposits are with maturities of
less than six months and the principal is generally renewed when matured.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

13.  ACCOUNTS AND OTHER PAYABLES 13. ENAERIEEEMEFE
At At
30 June 31 December
2019 2018

R-ZEBE—NF RZZT—N\F
ANA=+H +tZA=+—H

RMB’000 RMB'000

ARBT T ARBTT

(unaudited) (audited)

(REEZX) (fe&=%)

Accounts payables FEAT BR K 312,279 263,927

Accrued expenses FEETR 53,507 77,541

Receipts in advance (note) Ta W kI (B ) 69,364 73,182
Payables for acquisition of property, WM - BE &

plant and equipment FAEER I 46,725 54,460

Other tax payables H fth fE T 1018 3,514 3129

Provision for medical dispute claims BEAUORERE 1,032 1,280

Others E 10,530 8,320

Other payables H b~ 308 184,672 217,912

496,951 481,839

Mt BB ELSRBER - HERF
BEAAEELBERERNAELE
RIELLIE S A AR 4,481,000 T
(Z2E—-NEFE+ZA=+—8: AE
42,831,000 7T) °

Note: Included in the balance are advances from social insurance which represent
operating cash of RMB41,481,000 (31 December 2018: RMB42,831,000)
advanced from the PRC government for the daily operations of the hospitals
operated by the Group.

EREFNEAHEEZEE BN
F30E 90K -

The credit period of accounts payables is from 30 to 90 days from the
invoice date.
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Notes to the Condensed Consolidated Financial Statements
LSS e -

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

13. ACCOUNTS AND OTHER PAYABLES (Contd) 13. ENERMREMENFIE )

AR E B B T BRRE BR i 0 AT

The following is an aged analysis of accounts payables based on the date

of receipt of goods:

LU

At At

30 June 31 December

2019 2018

R=F—-—hE RZIZ-N\F

NA=+H tZA=+—H

RMB’000 RMB’000

ARBT ARBTT

(unaudited) (audited)

(REEZ) (&%)

Within 30 days 30 KRIAR 80,699 66,394
3110 90 days 31E 90K 128,763 94,213
9110180 days 91E 180K 64,702 64,499
18110 365 days 1812365k 18,863 20,769
Over 365 days BB 365K 19,252 18,052
312,279 263,927
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Notes to the Condensed Consolidated Financial Statements

14. DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities (assets) recognised
and movements thereon during the current interim and preceding interim
periods:

14.

AR E M SRR M &
For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

ELEHIREE

AN R AP 5 R 1 5 R R e el
MEIBREHRRBE(BE) MAE

Accelerated  Pre-operating
fax expenses
depreciation written off Total
DR 18 i 81 2 =
e R st
RMB'000 RMB'000 RMB'000
ARETT ARBTT AR®TT
At 1January 2018 (audited) and 30 June 2018 W =ZE—\F—H—H
(unaudited) (CEZ) RZZE—)N\F
NAZTAHCGREER) - - -
Acquisitions of subsidiaries g5 NG 26,456 (4,262) 22,194
Credit o profit or loss AR (237) (1,478) (1,709)
At 31 December 2018 (audited) RZE—-N\F+=A
=+—H®ER) 26,225 (5,740) 20,485
(Credit) charge to profit or loss (Note 7) (Bt A) f0Br1B 2 (MsE7) (277) 545 268
At 30 June 2019 (unaudited) R-ZFE-NAFRA=1H
(REER) 25,948 (5,195) 20,753

At 30 June 2019, the Group had unused tax losses of approximately
RMB125,163,000 (31 December 2018: RMB84,665,000) available for offset
against future profits. No deferred tax asset was recognised in respect of
such tax losses due to unpredictable profit stream. The unused tax losses
can be carried forward up to five years from the year in which the loss was
originated, to offset future taxable profits.

At 30 June 2019, the Group has deductible temporary difference
amounted to approximately RMB20,778,000 (31 December 2018:
RMB22,962,000). A deferred tax asset has been recognised in respect of
the deductible temporary difference of RMB20,778,000 (31 December 2018:
RMB22,962,000) af the end of the reporting period.

RZE—-—NFNAZF+H K&
BEEXRFERABREBBRNAARYE
125,163,0007T (ZE— N\F+ = A
=+—8: AR%84,6650007) A &
5 R R Sa A o /R I AT EE LA SRR
E I Rtz S IR BB RIELER
HEE - REAMBIIEEE UG %
SEBCFERRLZATEE DK
SHAR R FENTLETISHE »

R-ZZE—hAhENA=Z+H AEH
WA ESE=ENAARE
20,778,000t (ZZE—N\F+ = A
=+—H: AR%22962,0005T) - ¥
WMERR DRATENEREEEA
AR #20,778,000C (ZE—N\F+ =
A=+—8: AR%¥22,962,0007T) &
RIBLETIBEE -
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P RE

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

15. SHARE CAPITAL 15. BRZA
Number of
domestic Number Share
shares of H shares capital
ANERSEE HERE B [N
‘000 ‘000 RMB'000
T Fhe ARBTT
At 1 January 2018 (audited), RZE-NF—H—H 250,000 84,394 334,394
31 December 2018 (audited) FiZ) T N\F+=
and 30 June 2019 (unaudited) A=+—H#E&EZ k=
E-NFARA=+AHCR
BEZ)
16. CAPITAL COMMITMENTS 16. BAREIE
At At
30 June 31 December
2019 2018
R=F—hE RZIZT-N\F
NA=+H tZA=+—H
RMB’000 RMB'000
AREF T ARBTT
(unaudited) (audited)
(REERZ) (& E=Z)
Capital expenditure in respect of property, RERGE M BREPETHNER 112,864 115,950

plant and equipment contracted for but not BENDE BEEEEHER

provided in the condensed consolidated =53
financial statements
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17.

Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

RELATED PARTY DISCLOSURES

In addition to the transactions, balances and commitments disclosed
elsewhere in the condensed consolidated financial statements, the Group
had entered into the following significant related party transactions:

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

7. BBEBE

SEER

GREASEMEHRREMESHMNE
REERRORIEIN  REEBRT

MATERBEB RS

Six months ended 30 June

BEAA=tRBLLAER

Name of related companies Relationship Nature of transactions 2019 2018
)i NCIER BAR RHUE ZE-NAF ZFT)N\F
RMB’000 RMB'000
ARBTRT ARBTET
(unaudited) (unaudited)
(REER) (REEZ)
Kanghua Group Shareholder Right-of-use assets 154,323 -
recognised
RELE AR EHRAZERAEEE
Rental expense - 12,525
HeMX
Dongguan Tongli Enterprise Non-controlling shareholder  Right-of-use assets 28,246 -
Co., Lid. of Dongguan Renkang recognised
Hospital Co., Ltd.
REMRNEXBRRAA ECRERARAQT EHAZEAREE
B FEIE AR AR SR
Rental expense - 1,812

HE X
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Notes to the Condensed Consolidated Financial Statements
R4S B IS SRR M T

For the six months ended 30 June 2019
BHE-_ZT—NFAA=1+HLAEA

17.

18.

RELATED PARTY DISCLOSURES (Contd) 7. BEAEEE)
Compensation of key management personnel TEEEABHMN
Key management personnel includes directors and supervisors. The FEERAEBREERESZ XA
remuneration of the key management personnel during the current interim FEIEIE  FEEBABMFHMOT
period is as follows:
Six months ended 30 June
HERA=THIL~ER
2019 2018
—ZE-NF —N\F
RMB’000 RMB'000
ARBT T ARBTIT
(unaudited) (unaudited)
(RIBER) (REER)
Fees e 1,080 1,080
Salaries and allowances e RoRhh 781 879
Retirement benefit schemes contributions IRRAEFIET B (R 39 28
1,900 1,987
CONTINGENT LIABILITIES 18. RAREE
The Group is involved as defendants in certain medical disputes arising REBEAHSESNE —RER

from its normal business operations. Except for those disputes with
provision made as disclosed in Note 13, the management of the Group
believes that the final result of other medical disputes with total claims of
RMB6,773,000 (31 December 2018: RMB9,807,000) as at 30 June 2019
will not have a material impact on the financial position or operations of
the Group and the amount of outflow, if any, cannot be determined with
sufficient reliability prior to judicial appraisals. Accordingly, no provision is
made in this regard.
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Notes to the Condensed Consolidated Financial Statements
fE RR4r & B A ER R M 5

For the six months ended 30 June 2019
BE-_Z—NF~AA=+HLEA

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 19. SRMITENAFEF=E
Other than the financial assets carried at fair value as detailed in the BRTRMFMIZRATFEIENSHE
following table, the directors of the Company consider that the carrying EN RRABIEFRR  RBHEKAE
amounts of other financial instruments that are recorded at amortised cost RAE AR E I mh AREE M
in the condensed consolidated financial statements approximate their fair TRTANREESREEEQNFERS -
values.
Fair value
Fair value as at Valuation
as at 30 June 31 December Fair value  techniques and
2019 2018 hierarchy key inputs
R=ZZF—-hE RKZZ-N\F
ANA=+HMH +ZA=+—H mERTGR
NFE MAFE NERE FEHAEE
Financial assets RMB’000 RMB’000
TRLEE AREEF T AR®ETT
Unlisted fund - 23,162 Level 2 Quoted price
from a financial
institution
FLEMES ER wERE
T REb
Portfolio investment fund 73,843 53,980 Level 2 Quoted price
from a financial
institution
KREHEEES B WwEKRE
T REbI TS
Structured bank deposits 422,470 402,000 Level 2 Quoted price
from a financial
institution
EREERITER E WwERA
T Rb S
There was no transfer amongst Level 2 and other Levels in both periods. PRESREA - 2R EREMERN 2

ﬁaﬂﬂﬂ?ﬂi@% °
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Definitions
AdiusTed EBITDA
[ 48 3 2L EBITDA |

Anhui Hualin

[ FR

Audit Committee
[EZLE g

Board of Directors or Board
=3

CG Code
[ E AR
Company

VNS

Controlling Shareholders

[ B R

Director(s)

==

Domestic Share(s)

[RE ]

the earnings before accounting for bank and other interest income, interest expenses,
taxes, depreciation and amortisation, fair value gain and investment income from financial
assets at FVTPL and exchange gain/loss

BRERTT R EAM A BWA - MBRX - T8 - TEREE BRAFEAABRNDR
BEREWRARAFERZ RER Wz EEATK AT

Anhui Hualin Medical Investment Co., Ltd. (&2 IR B B 12 & B R 2 7)), a limited liability
company established in the PRC on 19 December 2016 with 57% of its equity interest being
held by Dongguan Kanghua Medical Rehabilitation Investment Company Limited (5 52 &
EFEBEIRE BB A R, our wholly-owned subsidiary and 43% held by Hefei Haihua
Enterprises Management Consulting Partnership (Limited Partnership) (& AE & #E 1 3 & 12
BHEELE (BRAE)), anindependent Third Party

ZRERBEREBRAR RZE-—R"FT_ATNBEFEXINER QA -

HE7%HRERBMOE2ENBRARRESREREBERESRAGRFAE + k43%
HBYE=ZF6EERCEXERZNCREX(ERER)HE

the audit committee of the Board
EETEERLZEY

the board of Directors of the Company

KRBEESR

the Corporate Governance Code contained in Appendix 14 to the Hong Kong Listing Rules
B LR BT 8 - 0T E MK EE VR SF A

Guangdong Kanghua Healthcare Co., Lid. (& 5 E 2 & & §% 5 B BR 2 &), a joint stock
limited liability company established under the laws of the PRC, the H Shares of which are
listed on the Main Board of the Hong Kong Stock Exchange (Stock code: 3689)
BEREEEBBEBRNARAF  —RBBHEEERINROHERAR - EHRNE
PR A AT E MR BT (R 5% - 3689)

has the meaning ascribed under the Hong Kong Listing Rules and unless the context
otherwise requires, refers to Mr. Wang Junyang, Ms.Wang Aici, Kanghua Group, Xingye
Group, Mr. Chen Wangzhi, Ms. Wang Aigin and Xingda Property as a group of Controlling
Shareholders of the Company, and each of them, a “Controlling Shareholder”

HEEFB LR TORE BRIEXESEME BEBHLLE EEELLE
BEEE BEXEE RERELE TEHRLLIREEMEER—ERRRERER
MKEESE R — B ERERR]

the director(s) of the Company

RABE=S

ordinary share(s) in the share capital of the Company, with a nominal value of RMB1.00
each, which are subscribed for and paid up in RMB and are unlisted Shares which are
currently not listed or fraded on any stock exchange
RAGRRAFREFREESARELO LTI AARERE S AR AT IR AN B -
W EZBRAREERANERFR S ETR 583 EH D
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GI’OUp or we or our

NS REAE:A N

H Sharel(s)

[HAX

HK$ or Hong Kong dollars

[Tl

Hong Kong
(&%

Hong Kong Listing Rules
(&8 EmRA

Hong Kong Stock Exchange
[ &8 R 2R

Huaxin Building
[EFEVE

Independent Third Party(ies)

S

K

(B E=7]

Kangdi Enterprise

Kanghua Group

[RESH]

Definitions

the Company and its subsidiaries

EAN/NCIDSESiG )= PN

overseas listed foreign invested ordinary share(s) in the ordinary share capital of the
Company, with a nominal value of RMB1.00 each, listed on the Main Board of the Hong
Kong Stock Exchange
AArEBRERAPEREEARELO TR/ ETHINE iR
FHRET

B MEBE A

Hong Kong dollars, the lawful currency of Hong Kong
B BEETES

the Hong Kong Special Administrative Region of the PRC
hEEF B RITTHER

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
as amended, supplemented or otherwise modified from time to time
(BEABMARZMARARES EMARR) B TARERT - AR AEM T Bk

The Stock Exchange of Hong Kong Limited
ERBMARGMBRAT

refers to the complex (2 0, ) at Kanghua Hospital which was commissioned to provide
VIP healthcare services
REBRELE  BEoRREEEBERERYE

Any entity or person who is not a connected person of our Company within the meaning
ascribed thereto under The Hong Kong Listing Rules

REFBLTHRY BREARETE LMARETORE  WIEARFEMEALOHEMR
ERIAL

Dongguan Kangdi Enterprise Co., Lid. ((RZE T B 7 & 2 B R A ), a limited liability
company established in the PRC on 25 July 2014 with 50% of its equity interest held by
Mr. Wang Zhengren (E B 1) and 50% by Ms. Wang Keying (E 7] &), all of whom are
members of the Wang Family, being cousins of Mr. Wang Junyang. Kangdi Enterprise holds
a 15% equity interest in Renkang Hospital

REMERTEXARAA  — KR _E—HF+A-THABERBEKIHERAF
HBREAIRCAEREIALZERFR0% REHR/REIRFTKHKEREES
FTEMELBEL - BT EEMCRB A 15% 1R HE

Dongguan Kanghua Investment Group Co., Ltd. (R m B E R EE B AR A 7)),
a limited liability company established in the PRC on 29 March 2002 and one of the
Controlling Shareholders holding approximately 59.06% interest in the Company. It is
owned as to 97.46% by Mr. Wang Junyang and as to 2.54% by Ms. Wang Aici. Kanghua
Group, Mr. Wang Junyang, Ms. Wang Aici, Xingye Group, Mr. Chen Wangzhi, Ms. Wang
Aigin and Xingda Property are OcTing together as a group of Controlling Shareholders
%%‘ﬁ}?ﬁ%%&éﬁlﬁlﬁ B —RRZZEZE_F=ZA-_tAAEPEKINER

NARBRMER — R HxHx% FARREIH59.06% s HORIHEEHEENR
ITERLTHERI746% K% 2.54% - FRELE - TEGAE  EFERELL  BEEEEH-
PREEAESE - TEH LT REEYEER —EZERBRE —B1TH

EREEEERNHBR DA FEHRE 2019




Definitions

Kanghua Hospital
(R

Model Code
[Z2E=F Al

Nomination Committee

FrEZEo

08G
[fBERH

PRC or China
[ |

PRC Company Law

[PEREDE]

Prospectus

[ =R

Reporting Period
[R5 50| 3 [ ¥ B

Remuneration Committee

[(#HEZE =

Renkang Hospital

[ B &k

RMB
(AR

Dongguan Kanghua Hospital Co., Ltd. (5 55 5 % 2 Bt A R 2 &), a limited liability
company established in the PRC on 15 September 2005 and a wholly-owned subsidiary of
the Company

REREBREAERAG —ZXR_ZTZRFNAATABEFEKYNERAR - B
RARBNZEWNERF

the Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix
10 to the Hong Kong Listing Rules
BELTRAMSETAE(ETETAEFTETESRZRETRD

the nomination committee of the Board

ExeR%%Ee

obstetrics and gynaecology

RER

the People’s Republic of China
hEARAM

the Company Law of the People’s Republic of China (#F # A B £ M E 2 717%), as
amended and adopted by the Standing Committee of the Twelfth National People’s
Congress on 28 December 2013 and effective on 1 March 2014, as amended,
supplemented and otherwise modified from time to time

(REARHEFMERARE)  AFT_EB2BRARRKRREEBZEGN _Z—=F
TZAZHN\REEIEA BT -HFE=HA —BRER  KTRFER xRk
MAHE A 77 A& 2

the prospectus of the Company dated 27 October 2016
ARARBHPA-ZT—R"EF+A-TLHENHERER

the six months ended 30 June 2019
BE_Z—NF~A=1+BIEAEA

the remuneration committee of the Board

EEeVyMERES

Dongguan Renkang Hospital Co., Ltd. (3 55 {= EE B fx A BR 2 &), a limited liability
company established in the PRC on 23 August 2005 with 57% of its equity inferest being
held by the Company, 15% by Kangdi Enterprise, 15% by Ms. Zhang Dandan and 13% by
Ms. Wang Aier, respectively

ECEERBRAR  —KRZZERFNAZT=BEFBKIHBRAT
HEEDBIBARR  FETEE KA LEIREERLEHAES% 15%  15% K&
13%

the lawful currency of the PRC

hEEEER
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Definitions

=5

SFO the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

&% M & & p ] EREDIESNE(ESR RBERA) G RFER]  #rm s A= M7 B %)

Sharel(s) sharels) in the share capital of the Company, with a nominal value of RMB1.00 each,
including the Domestic Share(s) and the H Sharel(s)

[ 15 ] ARARRAFEREEARBELOOITH RS - BERNERKEHE

Shareholder(s) holder(s) of the Share(s)

[ARER ] LSESTEPN

subsidiary or subsidiaries has the meaning ascribed thereto in the Companies Ordinance (Chapter 622 of the laws of
Hong Kong)

NNl BEEBEBEOE 622 (A RGO R TZ AN SR

substantial shareholder(s) has the meaning ascribed thereto in the Hong Kong Listing Rules

[E 2R HEEB LR TZANEE

Supervisor(s) the members of the Supervisory Committee

(B EEgXE

Supervisory Committee the Company’s supervisory committee established pursuant to the PRC Company Law

(B RRBIBREBERERARDERINERE

Tongli Enterprise Dongguan Tongli Enterprise Co., Ltd. ((RZET [A /1 B 2% A R A A1), a limited liability

company established in the PRC on 23 June 2003 with 43% of its equity interest being held
by Ms. Wang Aigin, 29% by Ms. Wang Aici, 15% by Ms. Zhang Dandan (5 737%) and 13%
by Ms. Wang Aier (£ & 52), respectively, all of whom are members of the Wang Family,
being aunts of Mr. Wang Junyang. Pursuant to a nominee arrangement among the Wang
Family, (il Ms. Wang Aici (an aunt of Mr. Wang Junyang) agreed to hold 16% of her equity
interest in Tongli Enterprise on behalf of Mr. Wang Junyang; (il Ms. Wang Aigin (an aunt of
Mr. Wang Junyang and the spouse of Mr. Chen Wangzhi) agreed to hold 15% and 6.5%
of her equity interest in Tongli Enterprise on behalf of Mr. Wang Junyang and Mr. Chen
Wangzhi, respectively; and (i) Ms. Wang Aigin agreed to hold 15% of her equity interest in
Tongli Enterprise on behalf of Mr. Wang Wencheng (£ XX X )

[RINE 2% REMRANEEERAA  —ZXR_ZEZ=F"A_T=ZHBEHFRBEKIHNERA
A HREDHIHEEGRL EERLL FAAXKEIREERLEFHFFAL% -
29% ~15% N 13%  MEH/EIRRENKEREIEHLENERNER - RIFEEKX
EGEFHIRBALZE (| TERRZZL(FEBEENER) ABERXTIELEERE
HRBENEX16%ER () TEHZ T (TEBEENG S RREREENRB) A
ERREEGEAERREREEDRFHAERBNERD R KX 6.5% e ¢ K (i)
IEHLTRABRREINKEEFBERRNE X 5% E R

mrpzumnnansn oEs 00 99 [



Definitions
Wang Family
[ERXKIE]

Xingda Property

Xingye Group

EE -

Zhonglian Cardiovascular Hospital
[ 560 I R B8 B

%
%

The family members of the founder of the Group, the late Mr. Wang Jincheng (£ & ),
including (i) his children; (i) his siblings; (iiil the spouses of his siblings; and (iv) the children of
his siblings

REBEAPAERESHMAEENRKEKE - B0 EF22 ¢ i) EILHBLBER 5 (i) H 2
BRI B - R liv) B L B R H)F &

Dongguan Xingda Property Investment Co., Lid. (R H B EWEREHFR A F), a
limited liability company established in the PRC on 14 December 2001 and one of the
Controlling Shareholders holding approximately 8.22% interest in the Company. It is owned
as to 50% each by Mr. Chen Wangzhi and Ms. Wang Aigin. Xingda Property, Mr. Chen
Wangzhi, Ms. Wang Aigin, Mr. Wang Junyang, Ms. Wang Aici, Kanghua Group and Xingye
Group are acting fogether as a group of Controlling Shareholders
REmEEYEREERQAR —FR_ZEE—F+_A+THBAEPEKINER
RNARKMER—BERRE  HEARRFIL8.22% s HAREREERETE
T FHEB50% FEYFE  REREE - FTEHLLT FTEHEE FTEERT -
FESERBEEEEER —EERBRR 2T

Dongguan Xingye Group Co., Ltd. (SR 3£ # 2 &£ B A IR A 7)), a limited liability company
established in the PRC on 15 April 1997 and one of the Controlling Shareholders holding
approximately 7.48% interest in the Company. It is owned as to 80% by Mr. Wang Junyang
and as fo 20% by Ms. Wang Aici, respectively. Xingye Group, Mr. Wang Junyang, Ms. Wang
Aici, Kanghua Group, Mr. Chen Wangzhi, Ms. Wang Aigin and Xingda Property are acting
together as a group of Controlling Shareholders

REMEXEEERAR — KR —AWNEtFONA+TREBEFBEKINERAE KR
BMEP —BERRE  FEARARANT48% R ERTEHEERTEREL T
DRIFER 80% K 20% - FEEEE TEHLLE  EEFRLLT REEE  WRESLL -
EEHLLTREEYEER —AEBRBRR -BTH

Chongging Kanghua Zhonglian Cardiovascular Hospital Co., Lid. ( & B 5 55 &2 B 0 0 &
R 2Bt AR A 7)), a limited liability company established in the PRC on 10 June 2014 and a
non-whollyowned subsidiary of the company

BERERERBMONERERBRAR  —KR_E—HFATHEFRBEKIHE
REERAIKIEREFRF

percentage ratio
ER=d=
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