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Financial Highlights
AT L E

KEY FINANCIAL PERFORMANCE
ETERMBERA

For the six months ended 30 June
HERA=THILAER

2021 2020
—EZ-F —_T_FTHF
PoP Change RMB’000 RMB'000
R HR ARBT T ARBTT
Revenue & +14.5% 871,485 760,987
Gross profit ES +77.4% 129,845 73,174
Gross profit margin SRS 14.9% 9.6%
Profit (loss) before taxation B AR A (E518) +128.8% 35,843 (124,446)
Profit (loss) for the period BP9y F (&518) +111.7% 14,799 (126,219)
Profit (loss) for the period attributable to RATHEE AEREAR
owners of the Company s (E18) +129.0% 30,875 (106,324)
Adjusted EBITDA* 4 S FE EBITDAY +283.9% 111,097 28,936
Earnings (loss) per share — basic GlRAF (FE) - &K
(RMB cents) (AR%5) +128.9% 9.2 (31.8)
# Adjusted EBITDA is earnings before accounting for bank and other interest income, ~ # KAEEEBITDA B R ERTT R E M A S A -
inferest expenses, taxes, depreciation and amortisation, fair value gain (loss) and FMEZH WME -HERENE 2TEK
investment income from financial assets at FVTPL, net exchange gain (loss) and = (BB REATESFABENCREE
impairment loss on goodwiill. AW BN W (B18) )5 5 R B

BERANARF -

|
[ SRS |
U BHFEMHEFAR, ROARERET

{
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Financial Highlights
B BE

PATIENT VISITS REVENUE PROPORTION BY MAJOR HEALTHCARE DISCIPLINES *
mAAR FEREUWSIGEE*
Thousand Visits F A X

Neurology related ~ General surgery

No. of inpoﬁent disciplines related disciplines

{Iﬁ*;ﬁ BREERaERE TRIMMEENE
6.9% 7.0%

2021 31.3

0&G related disciplines
FEMERENE

14.9%

No. of outpatient

2 AR
Fq "*'J\ Other disciplines
2021 698.5 RAbERANE Infernal medicine
25.6% related disciplines
AREENE
M.6%
No. of physical examination
BEAX
2021 56.7 i
OTr}OZG;.d'FSI. Emergency medicine
related disclplines o |gted disciplines
BNEENE sy smnz
0
6.2% 6.5%
REVENUE PoP OF MAJOR HEALTHCARE DISCIPLINES*
FENZHRAKRSFLL*
RMB'000 A R F 7T
202] | 2020 General surgery related disciplines
EENIEBNE
Neurology related disciplines Cardiovascular related disciplines Emergency medicine related disciplines
HRBENFENE DIMERBNE SREBNE
Orthopaedics related disciplines 0&G related disciplines Physical examination
BERMERNE RENEENE B
56,605 50,717 92,703 122,077 57,457 53,610 52,321
51,776 44,899 99,458 117,382 62,628 52,512 27,162
95,367 19,700 29,394 191,395
89,633 10,869 25,782 139,490
Internal medicine related disciplines Oncology related disciplines Other disciplines
RNMERNE EEEENE Hittg kM E
Paediatrics related disciplines
REBSHHNE

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

*RERTEEREFEEREMERRTY  HESERREFEERY -

EREEEERNHAR QR FHHS 2021



Management Discussion and Analysis
BEENWR DN

BUSINESS REVIEW AND OUTLOOK

Business Overview for the six months ended 30 June 2021

In the first half of 2021, the novel coronavirus disease 2019 (“COVID-19") pandemic
continued. However, with vaccination programs rolled out across the PRC and
the continuous implementation of pandemic prevention policies in many parts of
the country, the PRC economy, in particular, the healthcare market and hospital
operation sector, demonstrated signs of stabilisation and gradually recovered
from the effects of the pandemic. The PRC economy, especially in the Guangdong
Province, generally maintained stable with positive favourable momentum due to
the outstanding performance in the COVID-19 pandemic control and prevention,
and healthcare market recovery has been driven by government support and the
effective implementation of in-depth reform carried forward from year 2020.

2006

\
\
\\ KANGHUA

- g 4
W
FEMEER
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In the first half of 2021, the Group’s consolidated revenue amounted to RMB871.5
million (six months ended 30 June 2020: RMB761.0 million), representing a
period-on-period increase of 14.5%, mainly atftributable to the increase in revenue
from our hospital services segment and an increase in the overall patient visits
of our owned-hospital operations. The Group’s owned-hospitals (making up our
hospital services segment), namely Kanghua Hospital, Renkang Hospital have
both recorded increases in revenue of 9.7% and 45.8%, respectively. However,
our Kangxin Hospital, continued to be dampened by the effects from prior year
and its revenue recorded a mild decline of 1.7% as compared with the first half of
year 2020.
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Management Discussion and Analysis

Our rehabilitation and other related healthcare services segment, through our
ownership of 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 Anhui Province, the PRC), has recorded a revenue of RMB44.2 million for the
Reporting Period (six months ended 30 June 2020: RMB31.5 million), representing
a period-on-period increase of 40.7%, primarily due to recovery from the
pandemic, and in particular, the strong growth in revenue from our children
rehabilitation and other healthcare services.

The Group's consolidated profit for the six months ended 30 June 2021 amounted
to RMB14.8 million (six months ended 30 June 2020: consolidated loss of
RMB126.2 million). The turnaround from loss in the corresponding period last
year to profit for the Reporting Period is mainly attributable to: (i) the increase in
revenue and profit recorded at Kanghua Hospital and Renkang Hospital primarily
as a result of the increase in the number of patient visits across all its service
offerings. Our revenue from hospital services segment recorded an increase in
revenue of 13.8% from RMB721.6 million for the first half of year 2020 to RMB821.3
million for the Reporting Period; (i) no further impairment loss on goodwill in
respect of the cash generating unit of Kangxin Hospital ("Kangxin Hospital CGU”)
and Anhui Hualin ("Anhui Hualin CGU”) for the Reporting Period (six months
ended 30 June 2020: the Group recognised an impairment loss on goodwiill
in respect of the Kangxin Hospital CGU and Anhui Hualin CGU in aggregate
of RMB76.0 million), and (iii) however, our performance has continued to be
affected by the significant loss incurred at Kangxin Hospital (which commenced
operation in March 2017 and was acquired by the Group in August 2018), in the
current interim period, Kangxin Hospital recorded a decline in revenue of 1.7% as
compared with the prior interim period, primarily due to the residual impact of
the COVID-19 pandemic from year 2020 and other ongoing challenges including
huge burden on professional headcounts, overhead expenditure and fixed costs.
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Management Discussion and Analysis
BEENWR DN

The Group’s Adjusted EBITDA (Adjust EBITDA is earnings before accounting
for bank and other interest income, finance costs, taxes, depreciation and
amortisation, fair value gain (loss) and investment income from financial assets at
FVTPL, net exchange gain (loss) and impairment loss on goodwill) has recorded
a period-on-period increase of 284.4% to RMB111.1 million (six months ended
30 June 2020: RMB28.9 million), which demonstrated that the Group’s core
operation rebounded solidly from prior interim period and remained profitable,
after eliminating the effects of financing, investment-related income, effects of
exchange rates, capital expenditures and extraordinary non-cash related losses.

Hospital Services

The Group’s owned hospitals, namely, Kanghua Hospital, Renkang Hospital
and Kangxin Hospital, represent our Group’s hospital services segment. During
the Reporting Period, the Group sees a solid recovery from effects of COVID-19
outbreak in year 2020, with our key operating performance indicators as follows:
(i) the total number of inpatient visits increased to 31,308 (for six months ended 30
June 2020: 26,030), representing a period-on-period increase of 20.3%; (i) the
overall average spending per inpatient visit amounted to RMB15,567.7 (six months
ended 30 June 2020: RMBI17,977.6), representing a period-on-period decrease
of 13.4% (however, representing an increase of 4.6% from RMB14,883.7 for the
six months ended 30 June 2019); (i) the overall bed utilisation rate increased to
69.1% (six months ended 30 June 2020: 60.8%), mainly affected by the low bed
utilisation at Kangxin Hospital; (iv) the average length of stay remained relatively
stable at 7.2 days (six months ended 30 June 2020: 7.6 days); (v) the total number
of outpatient visits increased to 698,486 (six months ended 30 June 2020:
566,568), representing a period-on-period increase of 23.3%; (vi) the overall
average spending per outpatient amounted to RMB403.2 (six months ended 30
June 2020: RMB399.7), representing a period-on-period increase of 0.9%; and (vii)
the total number of surgical operations increased to 19,416 (six months ended 30
June 2020:17,991), representing a period-on-period increase of 8.0%.
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Management Discussion and Analysis

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

BEERWR DT

TREIIAEERE B RS D AN E
BRI REIRME TEREEHE

For the six months ended 30 June

BEASA=THLAER

Change 2021 2020
g e —T-TF
Inpatient healthcare services Eir BB R
Inpatient visits Eh AR +20.3% 31,308 26,030
Average length of stay (days) FHERBE(R) 0.4 7.2 7.6
Average spending per visit (RMB) BARFHRX (ARET) -13.4% 15,567.7 17,977.6
Outpatient healthcare services MY BRR®E
Outpatient visits FIZ AR +23.3% 698,486 566,568
Average spending per visit (RMB) BARFHRX (ARET) +0.9% 403.2 399.7
Physical examination services B RS
Physical examination visits BRAR +26.0% 56,726 45,035
Average spending per visit (RMB) FARFHARZ (AR T) +52.9% 922.3 603.1
Kanghua Hospital FREER

In the first half of 2021, Kanghua Hospital continued to (i) strengthen media
linkage and improve the quality of publicity; (i) recruit talents and retain talents
through performance management reform; and (iii) tighten cost control and
deepen quality services. During the first half of the year, Kanghua Hospital
strengthened its linkage with more media to increase the positive exposure
rate of Kanghua Hospital and improve the quality of publicity. In February 2021,
Kanghua Hospital was awarded the “Five-star” Party Organisation in Dongguan
City. In May 2021, it was awarded the Dongguan City Excellent League (General)
Branch, and Kanghua Hospital was the only medical service provider awarded in
the evaluation. In July 2021, Kanghua Hospital was rated as a demonstration site
for the “Four Haves” project of party building in private hospitals in Guangdong
Province. Of the seven hospitals in Dongguan, Kanghua Hospital was one of the
three private hospitals being awarded this rating. In order to fully respond to the
normalisation of the pandemic, Kanghua Hospital has strengthened the storage
and response capabilities of various epidemic prevention materials. At the same
time, the hospital has actively followed up the centralised procurement work of the
national and provincial platforms to reduce the proportion of pharmaceutical and
the proportion of consumable consumption. In the first half of the year, Kanghua
Hospital and the Social Health Centre strengthened cooperation in many aspects.
For example, the newly added endocrinology department provided expert
outpatient clinics in Nancheng Social Health Centre, and the cardiovascular
centre visited Dongkeng Social Health Centre for strengthening cooperation and
exchanges of skills. At present, Kanghua Hospital will increase the attraction of
talents, deepen the medical discipline construction, in order to meet the needs
of the core talents of our hospital’s Fourth-Five Plan, and vigorously promote and
assist the hospital’s performance reform and further retain talents.

TR -FEYF REBREBNMAK
BB RASERED B34 BX
HEBRAT - Rl FERAERE  FEE
Bl - EHF REBREEZRENR
8 WINREBENERRALE 2745
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Management Discussion and Analysis
BIEENRR DN

During the Reporting Period, Kanghua Hospital has recorded revenue of
RMB672.2 million (six months ended 30 June 2020: RMB613.0 million),
representing a period-on-period increase of 9.7%. Up to 30 June 2021, Kanghua
Hospital has outpatient visits of 512,460 with an increase of 18.9% as compared
with the corresponding period last year and inpatient visits of 24,191 with an
increase of 16.0% as compared with the corresponding period last year.

Renkang Hospital

In the first half of 2021, in accordance with the unified deployment of the Health
Bureau of Dongguan City and Houjie Town, Renkang Hospital has actively
carried out normalised prevention and control of COVID-19 and the business
operation and performance of the hospital have steadily improved. Renkang
Hospital has also launched business skills competitions to improve the quality
of the medical care it provides. In 2021, the Department of Medical Education
and the Department of Nursing jointly launched cardiopulmonary resuscitation,
tracheal intubation and medical record writing competitions at Renkang Hospital
to improve the technical standards of the medical staff. At the same time,
Renkang Hospital strengthened its in-depth cooperation with Kanghua Hospital.
In order to transfer the strength of Kanghua Hospital's medical technology and
assist Renkang Hospital in developing steadily in the medical standards of
various disciplines, Kanghua Hospital dispatched experts for outpatient visits,
surgical guidance and business operations, discussions about thorny cases,
and gradually strengthened the establishment of a unified management model.
In addition, Renkang Hospital has made preliminary progress in the Class |l
grading evaluation work, and carried out counselling and training work for
second-level general hospitals. At present, Renkang Hospital has established
a work leadership group to clarify the division of labour and strive to obtain the
evaluation qualification.

During the Reporting Period, Renkang Hospital has recorded revenue of RMB130.1
million (six months ended 30 June 2020: RMB89.2 million), representing a
period-on-period increase of 45.8%. Up to 30 June 2021, Renkang Hospital
has outpatient visits of 175,782 with an increase of 37.1% as compared with the
corresponding period last year and inpatient visits of 6,285 with an increase of
39.7% as compared with the corresponding period last year.
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Management Discussion and Analysis

Kangxin Hospital

In the first half of 2021, the revenue of Kangxin Hospital has slightly declined
as compared to the corresponding period in 2020. Despite facing numerous
challenges, Kangxin Hospital seized the opportunities for vaccination and actively
expanded its admission of patients, with the number of outpatients, discharged
patients and number of performed surgeries significantly increasing as compared
to the corresponding period in 2020. The overall standard of equipment and
peripheral influences have also increased significantly. In the first half of 2021,
with the approval of the Jiangbei District Health Commission of Chongging City,
Kangxin Hospital officially became a spot for COVID-19 vaccination. Expanding
its business in an all-rounded way, Kangxin Hospital has built a strategic
partnership with a physical examination centre in Chongging, giving full play
to the advantages of both parties in the field of medical services and further
improving the channelling of various sources of diseases. In the first half of 2021,
Kangxin Hospital also vigorously strengthened its market promotion. The charity
event for patients with supraventricular tachycardia (“SVT”), under which Kangxin
Hospital performed radiofrequency ablation surgeries for 100 SVT patients, has
been officially completed. Moreover, cardiology experts from Kangxin Hospital,
together with teachers and students of the School of Medicine of Chongqging
Energy Vocational College, went to a community centre of Xiangrui Xicheng,
Jiangiin District, Chongging, the PRC to carry out a free cardiac consultation and
rehabilitation event with the theme of “Strengthening Professional Skills, Protecting
People’'s Health”, which further spread the influence of Kangxin Hospital to the
vicinity.

During the Reporting Period, Kangxin Hospital has recorded revenue of RMB19.0
million (six months ended 30 June 2020: RMB19.3 million), representing a period-
on-period decrease of 1.7%. Up to 30 June 2021, Kangxin Hospital has outpatient
visits of 10,244 with an increase of 43.1% as compared with the corresponding
period last year; inpatient visits of 832 with an increase of 24.6% as compared
with the corresponding period last year; and 280 (six months ended 30 June
2020: 240) performed cardiovascular surgeries with an increase of 16.7% as
compared with the corresponding period last year.

Despite its operational potentials, Kangxin Hospital has continued to face
many ongoing challenges, including huge burden on professional headcounts,
overhead expenditure and fixed costs, as well as the inadequacy of certain key
professional healthcare talents. The competition for healthcare professionals and
experts remained intense in the local Chongging market. The loss of certain key
medical experts in year 2020 caused lagging patient visits at Kangxin Hospital
during the current interim period. However, the Group will continue fo step up
its recruitment of experienced medical experts and improvement of our medical
capabilities to regain and attract local patients.
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The table below sefs forth the revenue contribution by healthcare disciplines of T~ 2= & 51| 7 BT 7 B il 4% B8 B AR 75 2 3P RO B8
our hospital services segment for the periods indicated: BERESMWEER

For the six months ended 30 June
BEZAA=THLERER

2021 2020

“E--F —2-%F
% of % of
revenue of revenue of
the Group's the Group’s
owned owned
hospitals hospitals
DIERE PERE
Change ~ RMB'000 HEEERM  RMB000 #A Bk
Healthcare disciplines e 28 ARMTT WEEIL ARBTI KRB/
0&G-related disciplines FEMEENE +4.0% 122,077 14.9 117,382 16.3
Internal medicine-related disciplines WEIEERZE +6.4% 95,367 1.6 89,633 124
Cardiovascular-related disciplines LINEEBERE -6.8% 92,703 n3 99,458 13.8
General surgery-related disciplines LRI BN E -8.3% 57,457 7.0 62,628 8.7
Neurology-related disciplines BRBREFERE +9.3% 56,605 6.9 51776 7.2
Emergency medicine-related disciplines SREBRNE +2.1% 53,610 6.5 52,512 73
Orthopaedics-related disciplines BRIEBARE +13.0% 50,717 6.2 44,899 6.2
Oncology-related disciplines BREEANE +14.0% 29,394 36 25,782 36
Nephrology-related disciplines ERMEHENE +16.7% 29,232 35 25,049 35
Medical aesthefic-related disciplines REXAFANE +49.4% 24,062 29 16,105 21
Paediatrics-related disciplines REBZHERENE +81.2% 19,700 24 10,869 15
Physical examination B +92.6% 52,321 6.4 27,162 338
Other disciplines HitEs KRR E +40.4% 138,101 16.8 98,336 13.6
Total 821,346 100.0 721,591 100.0

Note: The Group’s healthcare disciplines can generally be classified into clinical disciplines B 5 : AN B # BB 2 = Rl — 8 7] 5 & e K R A

and medical technology disciplines. Medical technology disciplines provide BEERMER -BERMNINBREERE
diagnostic and treatment support according to the requirements of clinical disciplines BOERITHREZEHFEEZE - B8
from time to time. Revenue derived from services delivered through medical BRI ERHEHRRBE AN RGBT E
technology disciplines is generally recognised in the relevant clinical disciplines that 0 FA 5% %5 PR 75 1) AR R B R SRR R o

utilised such services.
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In the first half of 2021, the Group performed a total of 19,416 surgeries (six
months ended 30 June 2020: 17,991), including 7,218 surgeries (six months ended
30 June 2020: 7,084) with level 3 or level 4 complexities, representing a period-
on-period increase of 8.0% and 1.9%, respectively. The increase is primarily
atftributable to the gradual normalisation over scheduling of surgeries in the
Group’s hospitals operations after the COVID-19 pandemic. The Board believes
that the impact of the pandemic on our hospital operations is temporary, despite
occasional operational disturbance in the business operations due to isolated
cases identified in Guangzhou and other regions of the PRC, and medical service
operations have substantially returned to the normal level.

Obstetrics and gynaecology ("O&G”) disciplines, internal medicine disciplines,
cardiovascular disciplines, general surgery disciplines and neurology disciplines
(six months ended 30 June 2020: O&G disciplines, cardiovascular disciplines,
internal medicine disciplines, general surgery disciplines and emergency
medicine disciplines) were the top five revenue-generating disciplines of the
Group for the first half of 2021, accounting for approximately 51.7% of the Group’s
total revenue in the same period (six months ended 30 June 2020: 58.4%).

During the six months ended 30 June 2021, except for cardiovascular disciplines
and general surgery disciplines (which recorded a decline in revenue), revenue
from all our maijor disciplines of our owned hospitals has increased as compared
with the corresponding period last year, which is mainly due to an increase in
patient visits after gradual recovery in our hospital operations from the COVID-19
pandemic. Our O&G-related disciplines remained to be our largest medical
discipline and recorded a period-on-period increase in revenue of 4.0%.
However, revenue from O&G-related disciplines has not returned to our normal
level in 2019, primarily due to the continued impact resulting from low patient
visits and pregnancy level during the period of the COVID-19 pandemic in year
2020.

Revenue from cardiovascular-related disciplines recorded a period-on-period
decrease of 6.8%, primarily attributable to the decline in revenue from Kangxin
Hospital and deceleration in the growth of our surgeries in this discipline.
However, our revenue from paediatrics-related disciplines, medical aesthetic-
related disciplines and physical examination has recorded considerable growth,
with a period-on-period increase of 81.2%, 49.4% and 92.6%, respectively. Patient
visits and revenue rebounded substantially over these disciplines, demonstrating
strong demand for our services as soon as the condition of the pandemic has
eased starting from the second half of year 2020.
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VIP Special Services

The Group’s special services are high-end healthcare services that extend beyond
basic medical services and are specifically catered for more affluent patients who
are willing to pay a premium for higher quality and customised services that are
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 the first half of 2021, the total revenue derived from special
services amounted to RMB85.8 million (six months ended 30 June 2020: RMB78.3
million), representing a period-on-period increase of 9.6%.

Our revenue from VIP inpatient services recorded RMB30.1 million for the
Reporting Period (six months ended 30 June 2020: RMB30.8 million), representing
a period-on-period decrease of 2.3%, primarily caused by a decline in the
average spending of our inpatients. Revenue from VIP outpatient service
amounted to RMB22.8 million for the Reporting Period (for the six months ended
30 June 2020: RMB21.6 million), representing a period-on-period increase of 5.9%.
In the first half of 2021, the numbers of both VIP inpatient and outpatient visits
have increased as compared with prior interim period, primarily due to recovery
from the pandemic. However, the average spending per inpatient visit of our
VIP healthcare services amounted to RMB36,378.5 (six months ended 30 June
2020: RMB43,437.2), representing a period-on-period decrease of 16.3%, and the
average spending per outpatient visit of our VIP healthcare services amounted to
RMB1,159.6 (six months ended 30 June 2020: RMB1,413.1), representing a period-
on-period decrease of 17.9%. The demand for our service offerings from Huaxin
Building (a complex in Kanghua Hospital dedicated to VIP healthcare services)
has maintained stable. The decrease in patients average spending is primarily
due to a more diverse patient base which visited Kanghua Hospital after the
pandemic in various different disciplines, whereas, there were a more focused
group of customers from O&G discipline during the earlier time of the pandemic
in year 2020.

Our revenue from reproductive medicine increased to RMB20.0 million (six
months ended 30 June 2020: RMB17.8 million) with a period-on-period increase
of 11.8%. The increase in revenue of reproductive medicine is again due to
recovery of our reproductive medicine service after the pandemic and at the
same time, Kanghua Hospital has increased investment and deployed more
resources in its business development team over the discipline.

]4 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021
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The table below sets forth some key operating data and revenue for the Group’s

special services:

Management Discussion and Analysis

BEERWR DT

TRINBAEBFRRBOHE T ETEEE
B R M as

For the six months ended 30 June
BEAB=1tHILAEA

Change 2021 2020

Special Services SRR b —E--F —E-TE
VIP healthcare services EEEERK

Inpatient visits B AR +16.6% 827 709

Outpatient visits BEFNN +29.0% 19,675 15,251

Revenue (RMB'000) Wz (AREFIT) +1.1% 52,900 52,348
Reproductive medicine LIHBEE

Number of outpatient visits P2 AR +32.2% 21173 16,017

Revenue (RMB'000) W (AREFT) +11.8% 19,963 17,849
Plastic and aesthetic surgery B EZR I

Revenue (RMB'000) Wk (AR¥EFT) +0.5% 2,053 2,042
Laser treatment BB E

Revenue (RMB'000) Wz (ARETT) +79.2% 10,872 6,066
Total revenue from special services R R IS Y AR U &

(RMB000) (AR®FT) +9.6% 85,788 78,305

Rehabilitation and other Healthcare Services

During the Reporting Period, the Group’s rehabilitation and other related
healthcare services segments, through its ownership of 57% equity inferest in
Anhui Hualin, have recorded a revenue of RMB44.2 million (six months ended 30
June 2020: RMB31.5 million), representing a period-on-period increase of 40.7%.
Anhui Hualin directly and indirectly (through its wholly-owned subsidiary) holds
sponsor inferests in certain private non-entferprise entities in Anhui Province,
the PRC. It mainly operates two rehabilitation hospitals, a general hospital,
an outpatient centre, twelve rehabilitation centres and one vocational training
school (collectively referred to as “Anhui Hualin Group”). Anhui Hualin Group
has generated significant synergies to the Group and expanded our presence
in the rehabilitation healthcare sector in the PRC. Since its acquisition, Anhui
Hualin Group has developed steadily, with its network of medical institutions and
rehabilitation centres constantly expanding.
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Anhui Hualin Group currently employs more than 800 members of staff and
has a stable cooperation with the Anhui Disabled Persons Federation and local
governments in the provision of training services for the disabled. Anhui Hualin
Group is also a major organisation offering children rehabilitation services in
Auhui Province, the PRC. As at 30 June 2021, the three hospitals operated by
Anhui Hualin Group have a total of 220 registered beds. During the Reporting
Period, Anhui Hualin Group has 8,084 (six months ended 30 June 2020: 20,666)
outpatient visits, 331 (six months ended 30 June 2020: 1,430) inpatient visits and
served 169,560 (six months ended 30 June 2020: 62,083) rehabilitation patient
visits.

In the first half of 2021, although revenue from this segment has recorded a
substantial increase of 40.7%, revenue from rehabilitation hospital services has
recorded a period-on-period decline of 10.9% to RMB19.7 million (six months
ended 30 June 2020: RMB22.1 million). Revenue from rehabilitation centres
services and other healthcare service (in particular our children rehabilitation
operation) has recorded a period-on-period increase of 163.3% to RMB24.5
million (six months ended 30 June 2020: RMB9.3 million). During the Reporting
Period, our Hefei Jingu Hospital and Hefei Kanghua Rehabilitation Hospital (& AE
FZ 2 218 BB ) were under periodical investigation by the relevant authority, and
were required to be temporarily closed for two months before its reopening later
in June 2021. This temporary closure has caused to certain extent in operational
disturbance and loss of patient visits.

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 the patients of the Group’s hospitals. Revenue from sale of pharmaceutical
products for the Reporting Period amounted to RMBO0.7 million (six months ended
30 June 2020: RMB6.3 million), representing a period-on-period decrease of
88.5%. From the beginning of the pandemic in year 2020, the operation of our
pharmaceutical stores within our hospitals has been difficult, mainly as a result
of the decline in patient visits and various pharmaceutical reform policies and
measures being implemented at the national level. Going forward, the Group
has plans to reduce and retrench the operation of this segment and gradually
integrate with our hospital services segment in later half of year 2021.

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021
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Elderly Healthcare Services

The Group’s elderly healthcare services segment commenced in 2018, with
the strategy to establish a comprehensive elderly healthcare centre located
inside Renkang Hospital, namely, Renkang Elderly Care Centre, initially with 60
registered beds to explore the potential of providing quality high-end elderly
care services to local residents in Houjie Town, Dongguan City, the PRC. In
view of the accelerating aging population problem in the PRC that leads to the
high development potential of the healthcare and elderly care industry, the
establishment of the Renkang Elderly Care Centre was the Group’s first presence
and extension of our big health concept business development.

In the first half of 2021, Renkang Elderly Care Centre continued to upgrade and
achieved outstanding performance. Up to June 2021, the centre has a total of 108
beds with 104 elderly patients, achieving a bed utilisation rate of 96%. Revenue
from provision of elderly healthcare services for the Reporting Period amounted
to RMBS5.2 million (six months ended 30 June 2020: RMB1.6 million), representing
a period-on-period increase of 215.8%, primarily due to an increase in intake
of patients during the current interim period. As the operation matures, as well
as the centre became a designated medical institution covered by the social
insurance system in Dongguan, the PRC in 2020, Renkang Elderly Care Centre has
gradually gained reputation in the local area with bed utilisation close to 100%
and received more enquiry from local potential patients. In the current period, the
development of the third phase elderly centre building has commenced inside
Renkang Hospital (construction cost will be provided by the landlord of Renkang
Hospital), aiming fo provide the best in the class elderly healthcare services and
satisfy the overwhelming demand for elderly healthcare service in the district.

With respect to the land use rights of a land parcel acquired in year 2020, the
management expects that the construction of the main facilities will commence
in later half of year 2021. The land use rights of the land parcel were to develop
a comprehensive elderly healthcare medical facility with a particular focus on
geriatric patients and rehabilitation. The Board expects that such development will
further enhance the Group’s capability in providing high-end integrated medical
care to meet the increasing demand for such services in Guangdong Province,
the PRC (and in particular Dongguan City, the PRC).
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Industry Outlook and Strategy

Year 2021 is the first year after the healthcare industry withstood the challenges
brought by the COVID-19 pandemic in the PRC. The continuous raging of the
COVID-19 pandemic continued to affect the PRC as well as the global economies.
In this new era, the healthcare industry in the PRC faces both challenges and
opportunities with the rise of online medical consultation, smart hospitals and the
advancement of communication technology, all of which have enabled patients
to choose alternative online medical treatments. The implementation of the
COVID-19 pandemic prevention and control measures by the PRC government
across the country has led to an upsurge of online medical treatments. Various
hospitals have broken through the limitations of traditional face-to-face medical
treatments and have provided patients with more options of various forms of
medical treatments.

Prevention and Control of the COVID-19 Pandemic, and Deepening the Reform of
the Disease Prevention and Control System

In the first half of 2021, the impact of the COVID-19 pandemic on the medical
industry continued. Although the COVID-19 pandemic in the PRC was sporadic
and locally clustered, it continued to consume a lot of social resources. Hospitals
also had to tighten the COVID-19 pandemic prevention and control measures
at all times. The Group therefore had to carry out a procurement plan under
the normalisation of the COVID-19 pandemic, pay attention to market changes
in a timely manner, and respond quickly. At the same time, in the first half of
2021, the health-related needs of the people were also stimulated, and medical
institutions with strong comprehensive service capabilities, wide coverage, and
good technical standards won the trust of patients. After the COVID-19 pandemic
becomes effectively controlled, we believe that the Group’s business will further
continue to grow significantly.

]8 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021
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Reform of Medical Insurance Payment Methods

In 2021, the reform of medical insurance payment methods continued. The
competition between medical institutions and medical insurance management
departments has become a competition between medical institutions, prompting
medical institutions to carry out refined management, improve their service
quality, and offer better development for medical institutions. In view of the reform,
the market has promoted pilot projects, including the payment depending on the
type or the group of diseases diagnosed, in order to refine the management.

Procurement of Pharmaceutical Consumables

In 2021, centralised procurement of pharmaceuticals and high-value
consumables was normalised. The centralised procurement put forward new
requirements for hospital operations, which will change the profit model of
hospitals. While further reducing the operating costs of medical institutions, the
centralised procurement also led to higher requirements for the improvement of
medical technology and core competitiveness of medical institutions. The Group
normalised and institutionalised the centralised procurement of drugs, and
gradually expanded the scope of centralised procurement of drugs and high-
value medical consumables.
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Online Healthcare Development

Online healthcare and digitalisation continued to develop rapidly in 2021. The
medical and healthcare industry will continue to accelerate and upgrade by virtue
of digitalisation, and provide patients with “Internet + hospital + out-of-hospital
services”. Products and solutions will be extended to the closed-loop service of
“treatment, medicine, insurance, and health management”. New technologies,
such as digital therapy, are combined with the Internet to provide patients with
greater value. The “Nofice of the General Office of the State Council on Issuing the
Key Tasks for Deepening the Reform of the Medical and Health System in 2021,
which was issued in May 2021, clearly and actively supports the development
of social medical services. Medical institutions can take the lead in establishing
or participating in county medical communities and urban medical groups
and promote the balanced distribution of high-quality medical resources. In
addition, the COVID-19 pandemic has promoted the rapid development of online
medical care and the further implementation of intelligent payment models,
all of which have put forward higher requirements for the construction of the
informatisation of the medical services, especially for private medical institutions.
With the continuously deepening of medical reform measures and the continuous
implementation of supportive governmental policies, the operation of medical
services has ushered in a new period of opportunities. The relevant letters
issued by the National Health Commission of the People’s Republic of China
on appointments for diagnosis and treatment and the construction of online
hospitals have pointed out the path for the upgrading and transforming the
hospital services in the PRC. The Company has fully accelerated the construction
of online hospitals in response to rising social needs. Since 2020, the Group has
officially deployed online medical services, and established an online medical
platform to contribute to the online and offline integration and development of
Kanghua Hospital.

Deepening the Reform of the Pricing of the Medical Services

In view of the reform of the pricing of the medical services, the PRC government
will establish a sound and sensitive price adjustment mechanism, regularly carry
out price adjustment evaluations, increase the price of medical services that
reflect the value of the technique and labour involved, and increase guidance
and supervision in areas where progress is lagging. The PRC government will
also speed up the review of pricing of new medical service projects, guide local
governments in reforming and optimising their rules that regulate the pricing of
medical services, and allow the relevant authorities to conduct cost investigations
in an easy and efficient manner. The Group will increase the cost-effectiveness
of its operation and continue to implement measures with regard to cost
management and control. The Group will also strive to increase the rate of use of
the inpatient bedside seftlement function and online seftlement of fees.
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Management Discussion and Analysis

In the second half of 2021, the entire pharmaceutical industry will continue
to face both challenges and opportunities. The Group will strive to optimise
its medical services, improve the operational efficiency of its medical service
business, accelerate the construction of disciplines over which the Group has
competitive advantages, strengthen its quality management, accelerate the
online transformation of the healthcare industry, promote breakthroughs in the
consumer medical segment, and expand the scale of its operations. At the same
time, the Group will continue to pay attention to the opportunities for carrying
out mergers and acquisitions in the domestic market. In addition, the Group
will continue to monitor the progress of the COVID-19 pandemic and adopt
corresponding prevention and control measures to ensure the stability and
orderliness of its business activities.

Future Plans for Material Investments and Capital Assets

Save as disclosed in this report, the Group did not have other plans for material
investments or capital assets as at the date of this report.

FINANCIAL REVIEW
Segment Revenue

The Group generates revenue primarily from: (i) hospital services — providing
healthcare services through its owned hospitals, namely Kanghua Hospital,
Renkang Hospital and Kangxin Hospital (since August 2018), comprising inpatient
healthcare services, outpatient healthcare services and physical examination
services; (i) rehabilitation and other healthcare services — providing rehabilitation
services to patients with physical or mental disabilities and other healthcare-
related services including elderly care and training service for the disabled:; {iii)
sale of pharmaceutical products and medical consumables to patients of the
Group's hospitals and walk-in customers who may not be patients of the Group’s
hospitals; and (iv) elderly healthcare services — provision of elderly healthcare
services, including assisted living, adult daycare, long-term care, residential care
and hospice care to the aged patients.
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Management Discussion and Analysis
BEENWR DN

The following tables set forth the revenue, costs of revenue, gross profitand gross T~ 3= & 51| Fr /s BAR AR 52 @R 2081 2D R UeEs

profit margin of the Group by segment for the periods indicated: WEEKA « EF REF = -
For the six months ended 30 June 2021 (unaudited) HE_ZZ—FXA=THILXHEA CRE
#FIZ)

Rehabilitation

and other Sale of Elderly
Hospital healthcare  pharmaceutical healthcare
services services products services Total
REREM
Bl R BRR% HERR EEBERY @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AR®TRT ARETR ARBTRT ARETR

Revenue e 821,346 44,247 726 5,166 871,485

Cost of revenue Wz A AR (693,560) 43,266) (610) (4,204) (741,640)

Gross profit eS| 127,786 981 16 962 129,845

Gross profit margin EE 15.6% 2.2% 16.0% 18.6% 14.9%

For the six months ended 30 June 2020 (unaudited) BEZT-TFNA=THIEAEA CRE
EiZ)

Rehabilitation

and other Sale of Elderly
Hospital healthcare - pharmaceutical healthcare
services services products services Total
REREM
B R BER% HEREM EFBERE @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARBTT ARETT ARBTT ARETR

Revenue g 721,591 31,458 6,302 1,636 760,987
Cost of revenue Wk AR 652,347) (27,865 (4,930) (2,67 (687,813)
Gross profit loss) ER(E8) 69,244 3,593 1,372 (1,035) 73,174
Gross profit margin ER=E 9.6% 11.4% 21.8% -63.3% 9.6%

Revenue from the Group’s hospital services amounted to RMB821.3 million ﬁéi&%%ﬁﬂifﬁ%%@?ﬁ&i‘%ﬂ’ﬂ&é?ﬁAE

for the Reporting Period (six months ended 30 June 2020: RMB721.6 million), "2 8213 A& (ME-F - FFXA=1H
N ) N e =

representing a period-on-period increase of 13.8%, accounting for 94.2% (six WEREA - ARMT2N6EEIT) - RN

months ended 30 June 2020: 94.8%) of the total revenue of the Group. 13.8%  (HASE B EEI42% (BE-F =
THENAZTRIENEAR : 948%)
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Management Discussion and Analysis

Revenue from hospital services comprised (i) revenue from inpatient healthcare
services, which amounted to RMB487.4 million (six months ended 30 June
2020: RMB468.0 million), representing a period-on-period increase of 4.2%
and accounting for 55.9% (six months ended 30 June 2020: 61.5%) of the total
revenue of the Group; (i) revenue from outpatient healthcare services, which
amounted to RMB281.6 million (six months ended 30 June 2020: RMB226.5
million), representing a period-on-period increase of 24.4% and accounting
for 32.3% (six months ended 30 June 2020: 29.8%) of the total revenue of the
Group; and (iii) revenue from physical examination services, which amounted to
RMB52.3 million (six months ended 30 June 2020: RMB27.2 million), representing
a period-on-period increase of 92.6% and accounting for 6.0% (six months
ended 30 June 2020: 3.6%) of the total revenue of the Group. The increase in
revenue from hospital services is mainly due to (i) an increase in the number of
inpatient, outpatient and physical examination visits during the period across
all of our owned-hospitals due to recovery from the pandemic; (i) the growth in
revenue across all of our major medical disciplines and our VIP special services;
and (i) overall increase public health safety awareness since the pandemic and
economic recovery in Guangdong region. Revenue from physical examination
has significantly increased to RMB52.3 million (six months ended 30 June 2020:
RMB27.2 million), which is primarily due to increase the number of physical
examination visits and the number of COVID-19 tests performed at our hospital
during the current interim period. During the Reporting Period, the revenue
from our VIP special services accounted for approximately 9.8% of the Group’s
total revenue (six months ended 30 June 2020: 10.3%) and 10.4% of the Group’s
revenue from our hospital services segment (six months ended 30 June 2020:
10.8%). The growth in revenue from our hospital services has demonstrated that
the demand for our service continued to remain strong and the overall recovery
in both economic activities and hospital operations in the Guangdong region ever
since the outbreak of the COVID-19 pandemic in year 2020.

Revenue from rehabilitation and other healthcare services amounted to RMB44.2
million (six months ended 30 June 2020: RMB31.5 million), representing a period-
on-period increase of 40.7%, accounting for 5.1% (six months ended 30 June
2020: 4.1%) of the total revenue of the Group. Anhui Hualin Group 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 training service for the disabled. The increase in revenue is mainly
attributable to the recovery of patient visits after the pandemic and the significant
improvement in business operation of our rehabilitation services in the Anhui
region, in particular, our children rehabilitation and other healthcare services
during the period.
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Management Discussion and Analysis
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Revenue from sale of pharmaceutical products and medical consumables
amounted to RMBO.7 million (six months ended 30 June 2020: RMB6.3 million),
representing a period-on-period decrease of 88.5%, accounting for 0.1% (six
months ended 30 June 2020: 0.8%) of the total revenue of the Group. The
decrease in revenue is mainly attributable to the decrease in the demand for
pharmaceutical and medical consumables inside our hospitals and effects of
pharmaceutical market reforms since year 2020.

Revenue from elderly healthcare services represented the provision of elderly
healthcare services at our Renkang Elderly Care Centre, which amounted to
RMB5.2 million (six months ended 30 June 2020: RMBI1.6 million), representing a
period-on-period increase of 215.8% and accounting for 0.6% (six months ended
30 June 2020: 0.2%) of the fotal revenue of the Group. In August 2020, the centre
became a designated medical institution covered by the social insurance system
in Dongguan, the PRC. The increase in revenue is mainly attributable to the
increase in intake of patients during the current interim period and rising demand
for elderly healthcare service in the local district.

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 RMB693.6 million (six months ended 30 June 2020: RMB652.3 million),
representing a period-on-period increase of 6.3%. The increase in cost of revenue
of our hospital services segment is mainly attributable to the increase in business
operations of our hospitals and the increase in the number of patients across all
medical disciplines during the Reporting Period. Our Kangxin Hospital is still at its
stage of ramping up its operation, it is running at negative gross margin during
the Reporting Period.
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Management Discussion and Analysis

Cost of revenue of the Group’s rehabilitation and other healthcare services
segment amounted to RMB43.3 million (six months ended 30 June 2020:
RMB27.9 million), representing a period-on-period increase of 55.3%, and
primarily consisted of staff costs, medical consumables, depreciation, utilities and
rental expenses. The increase in cost of revenue of our rehabilitation and other
healthcare services segment is mainly attributable to the increase in operation of
our rehabilitation centres, in particular in our number of direct staff headcounts
during the Reporting Period.

Cost of revenue of the Group’s sales of pharmaceutical products segment
amounted to RMBO0.6 million (six months ended 30 June 2020: RMB4.9 million),
representing a period-on-period decrease of 87.6%. This is mainly attributable
to the decreased cost of purchase of pharmaceutical and medical consumable
products.

Cost of revenue of the Group’s elderly healthcare services represented the cost
of revenue at Renkang Elderly Care Centre, which amounted to RMB4.2 million
(six months ended 30 June 2020: RMB2.7 million) and representing a period-on-
period increase of 57.4%. This mainly represented the cost of services including
direct staff cost and consumables incurred at the elderly care centre. The
increase is due to the full operation of the centre with substantial increase in staff
headcounts and full deployment of its services in 2020.

For the six months ended 30 June 2021, pharmaceuticals, medical consumables
and staff cost accounted for approximately 25.7% (six months ended 30 June
2020: 28.0%), 27.9% (six months ended 30 June 2020: 26.1%) and 31.1% (six
months ended 30 June 2020: 32.3%), respectively, of the total cost of revenue of
the Group. The proportion of cost of pharmaceuticals and medical consumables
as percentage of total cost of revenue has declined during the Reporting period,
which is mainly attributable to the continuing adjustment on cost control and
in line with medical reforms at the national level. Our total staff-related costs
including salary, bonus and other benefits have increased by 3.7% as compared
with the corresponding period last year, mainly attributable to an increase in
general salary level with more competitive salary and bonus packages being
offered to healthcare professionals.
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Gross Profit and Gross Profit Margin

Total gross profit of the Group amounted to RMB129.8 million (six months ended
30 June 2020: RMB73.2 million), representing a period-on-period increase of
77.45%. The overall gross profit margin increased to 14.9% (six months ended 30
June 2020: 9.6%), primarily due to:

(il our significant growth in medical aesthetic-related disciplines, paediatrics-
related disciplines and physical examination during the current period.
These medical disciplines usually require treatments that are typically least
advanced and diagnostics support, and are capable of absorbing higher
growth in patient visits without substantial adjustments to medical staff level
or increase in costs than other medical services;

(il the growth in our VIP centres that targeted at high-end patients and
typically command higher margin than basic healthcare services (VIP
services-related revenue recorded a period-on-period growth of 9.8%);

[iil  the increase in the average spending of our outpatients and physical
examination services and an increase healthcare consultation price
leveraging the reputation of the “Kanghua” brand that is gaining wider
recognition in the Guangdong region; and

(ivi  however, the above impact has been considerably offset by the loss
incurred at Kangxin Hospital, which is currently running at negative
gross margin. Kangxin Hospital has incurred significant amount of fixed
staff costs and other fixed costs at its initial stage of operation since its
commencement. In addition, there is an increase in overall direct staff costs
and depreciation expenses of 3.7% and 6.6%, respectively, mainly caused
by the impact of purchase of various new medical equipment and rights-
of-use assets relating to operating leases.
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Key Operational Information of our Owned Hospitals

The following table sets forth certain key operational information of each of the
hospitals owned by the Group for the periods indicated:

BB ERN T BEEER

TRIEXRARIHEAEBEENEME

PV E TEBZEEER

For the six months ended 30 June

BESA=THLAER

Change 2021 2020
g —E--F —E-FF
Inpatient healthcare services T BRI
Inpatient visits: FBRAR
Kanghua Hospital FRER +16.0% 24,191 20,862
Renkang Hospital CRER +39.7% 6,285 4,500
Kangxin Hospital BB +24.6% 832 668
Total inpatient visits El AR +20.3% 31,308 26,030
Average spending per visit (RMB) BARFHRZ (AREL)
Kanghua Hospital FREE -14.3% 16,525.3 19,292.8
Renkang Hospital CRER +4.9% 11,492.4 10,959.8
Kangxin Hospital BBk -23.5% 18,507.2 24,1781
Outpatient healthcare services M2 BERE
Outpatient visits: M2 AR :
Kanghua Hospital FRERR +18.9% 512,460 431,161
Renkang Hospital CRER +37.1% 175,782 128,248
Kangxin Hospital BEL Bk +43.1% 10,244 7,159
Total outpatient visits SEZ-UNIN +23.3% 698,486 566,568
Average spending per visit (RMB) BARTHRAZ (AR®T)
Kanghua Hospital FERR +3.3% 4473 4329
Renkang Hospital CRER -2.9% 277.7 286.1
Kangxin Hospital BB -20.7% 34911 4403
Physical examination services BmRE
Physical examination visits: BRAR:
Kanghua Hospital FEEE +31.5% 28,388 21,582
Renkang Hospital CRER +20.8% 28,338 23,453
Total physical examination visits BiREAR +26.0% 56,726 45,035
Average spending per visit (RMB) BARTHRAZ (ARET)
Kanghua Hospital REE +37.3% 1,522.9 1,108.8
Renkang Hospital CERER +132.7% 320.7 137.8
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Other Income

The other income of the Group primarily consisted of bank and other interest
income, investment income, government subsidies, rental income and others.
In the first half of 2021, other income amounted to RMB15.8 million (six months
ended 30 June 2020: RMB15.8 million), representing a period-on-period decrease
of approximately 0.3%, primarily attributable to (i) a decrease in bank and other
interest income to RMBO0.9 million (six months ended 30 June 2020: RMB2.6
million) mainly due to a decrease average bank balance and the lack of fixed
deposits placed with banks with higher interest returns during the current interim
period; (i) an increase in investment income from financial assets at FVTPL to
RMB4.7 million (six months ended 30 June 2020: RMB3.1 million) primarily due fo
higher return achieved with certain principal-protected structured deposit made
during the current interim period; and (iii) a decrease in rental income to RMB1.8
million (six months ended 30 June 2020: RMB2.9 million) due to more rental
concession given to staff during the current interim period.

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

policy.

Other Expenses, Gains and Losses

The other expenses, gains and losses of the Group primarily consisted of fair
value gain (loss) on financial assets at FVTPL, net exchange gain(loss), donations
and loss on disposals of property, plant and equipment. In the first half of 2021,
other expenses, gains and losses amounted to a net gain of RMB2.6 million (six
months ended 30 June 2020: net loss of RMB2.9 million), primarily attributable
to (i) a recorded fair value gain on financial assets at FVTPL of RMB3.7 million (six
months ended 30 June 2020: fair value loss of RMB2.6 million) during the current
interim period; (i) a recorded net exchange loss of RMB1.0 million (six months
ended 30 June 2020: net exchange gain of RMB1.3 million) mainly arising from
our Hong Kong dollar denominated financial assets; and (i) donations made
during the Reporting Period of RMBO.1 million (six months ended 30 June 2020:
RMB1.4 million).
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Management Discussion and Analysis

Net Reversal of Impairment Losses under Expected Credit Loss Model (ECL)

During the Reporting Period, impairment losses under expected credit loss model
recorded a net reversal of provision of RMB1.3 million (six months ended 30 June
2020: nil). Over the past few years, the Group has increased its efforts to recover
overdue debts, including recovering receivables from patients through legal
actions, as well as tightening credit reviews given to corporate customers. The net
reversal of provision is mainly attributable to an improved aging of the Group’s
accounts receivables and certain long outstanding debts which have been
recovered by the Group during the current interim period.

The Group collectively assesses ECL for the accounts receivables, except for
accounts receivables from the PRC government's social insurance scheme and
certain credit-impaired debtors which are assessed for ECL individually. The
provision rates are based on internal credit ratings as groupings of various
receivables that have similar loss patterns. The collective assessment is based
on the Group’s historical default rates taking into consideration forward-looking
information that is reasonable and available without undue costs or effort. At
every reporting date, the historically observed default rates are reassessed and
changes in the forward-looking information are considered.

The management of the Group closely monitors the credit quality of accounts
receivables and considers the debts that are neither past due nor impaired to
be of a good credit quality. Receivables that were neither past due nor impaired
related to the customers for whom there was no history of default. As part of
the Group’s credit risk management, the Group uses accounts receivables’
aging fo assess the impairment for its accounts receivables except for accounts
receivables from the PRC government's social insurance schemes and certain
credit-impaired debtors of which ECL are assessed individually. These receivables
consist of a large number of small patients with common risk characteristics that
are representative of the patients” abilities to pay all amounts due in accordance
with the contractual terms.
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Management Discussion and Analysis
BEENWR DN

Impairment of Goodwill

During the year ended 31 December 2018, the Group recognised (i) goodwill
of RMB56.6 million arising from the acquisition of Anhui Hualin Group, which
has been allocated to the CGU of rehabilitation and other healthcare services
business (the Anhui Hualin CGU); and (i) goodwill of RMB125.4 million arising
from the acquisition of Kangxin Hospital, which has been allocated to the CGU
of hospital services business (the Kangxin Hospital CGU). As at 30 June 2021 (the
Group's interim reporting date), the Board conducted a review of the carrying
values of the aforementioned CGUs.

The recoverable amounts of the Anhui Hualin CGU and Kangxin Hospital CGU
have been determined based on a value in use calculation with reference
to valuation reports prepared by an independent professional valuer. The
calculations use the respective cash flow projections of Anhui Hualin Group and
Kangxin Hospital based on their financial budgets approved by the management
of the Group. The key assumptions are growth rates and pre-tax discount rates,
which are estimated based on past practices and expectations of future changes
in the market. As at 30 June 2021, after taking into consideration of the historical
performances and most recent actual performances of the Anhui Hualin CGU
and Kangxin Hospital CGU, the Board believe that any reasonably possible
changes in any of these assumptions would not cause the carrying amount of
each cash generating unit to exceed its recoverable amount and considers that
no further impairment is required in respect of the goodwill allocated to the Anhui
Hualin CGU and Kangxin Hospital CGU.

As at 30 June 2021, the carrying amount of goodwill relating to the Anhui Hualin
CGU is approximately RMB29.1 million (31 December 2020: RMB29.1 million) and
the Kangxin Hospital CGU is approximately RMB15.5 million (31 December 2020:
RMBI15.5 million).
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Management Discussion and Analysis

As disclosed in this report, the COVID-19 pandemic beginning in year 2020 and
up to the present has affected almost all industries and sectors. The situation has
caused some businesses to temporarily cease operations for a significant amount
of time during the year of 2020. At present, our hospitals and rehabilitation
centres have resumed normal operation and are largely operating as usual with
stringent and restrictive policies and controls being implemented. The Board is
of the view that the operations and adverse financial conditions of the Group
as a whole for the current interim period are largely temporary. The effects of
the COVID-19 pandemic are less likely to be permanent, primarily because the
maijority of our revenue from healthcare services is not directly correlated to the
economic cycles and the overall demand for the Group’s healthcare services
(particularly those that are essential to health and well-being) is likely to remain
strong in the medium to long term.

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 2021, administrative expenses
amounted to RMB103.4 million (six months ended 30 June 2020: RMB123.2
million), representing a period-on-period decrease of approximately 16.1%,
primarily due to (i) a significant decrease in administrative staff-related costs to
RMB36.9 million (six months ended 30 June 2020: RMB54.9 million) as a result
of the decline in number of administrative staff headcounts and deduction in
bonus payment and related staff benefits expenditure during the current interim
period following a more tightened cost control; (i) a decrease in depreciation
and amortisation to RMB18.0 million (six months ended 30 June 2020: RMB18.4
million); and (iii) an increase in overall repair and maintenance expenditure
to RMB9.7 million (six months ended 30 June 2020: RMB6.4 million) as more
upgrades and maintenance were carried out during the current inferim period
when business operation capacity remained low and anticipated a higher and
faster recovery in later half of the year.
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Management Discussion and Analysis
BEENWR DN

Finance Costs

Finance costs for Reporting Period amounted to RMB10.2 million (six months
ended 30 June 2020: RMB11.3 million), representing a period-on-period decrease
of 9.6%. Finance costs for the Reporting Period represented (i) interest on bank
loans raised of RMB8.7 million (six months ended 30 June 2020: RMB7.2 million); (i)
the interest element relating to lease liabilities charged to profit or loss during the
current interim period due to application of IFRS 16 relating to leases of RMB5.9
million (six months ended 30 June 2020: RMB6.4 million); and (i) adjustment by
amount of interest capitalised in the cost of qualifying assets of RMB4.4 million (six
months ended 30 June 2020: RMB2.5 million).

Income Tax Expenses

The income tax expenses of the Group primarily consisted of PRC enterprise
income tax and Hong Kong Profits Tax. In the first half of 2021, income tax
expenses amounted to RMB21.0 million (six months ended 30 June 2020: RMB1.8
million), representing a period-on-period increase of approximately 1,086.9%.
The subsidiaries of the Group in the PRC are generally subject fo income tax rate
of 25% of their respective taxable income. Our effective tax rate for the Reporting
Period was 58.7% (six months ended 30 June 2020: -1.4%). The increase in
income tax expenses was primarily due to the increase in profits generated at
Kanghua Hospital and Renkang Hospital during the Reporting Period, as well as,
the tax effect that tax losses are not recognised for losses incurred of Kangxin
Hospital.

Profit (Loss) for the Period

In the first half of 2021, the Group recorded profit for the Reporting Period
amounting fo RMB14.8 million (six months ended 30 June 2020: loss for the
period of RMB126.2 million), and profit attributable to the shareholders amounted
to RMB30.9 million (six months ended 30 June 2020: loss atfributable to the
shareholders of RMB106.3 million).

32 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021

BB

REHHBMEXRABAREI02EE T (B
E-T-TFNA=ZTHIEAEA AR
N3FAET) B TEE6% - W& HAF
BRABINTEERTERNFEAREKST
AEL(BE_Z_ZFNA=Z+THILAE
A AR®7I28&L)  IiBRERHEBEE
ARESIBET(HE_ZE-_ZEF A=
BIENEAR : AR¥E64BEET) AR
S MEERFE 65 BUER AT HHA
BailknHEsEHEONEZE 0 Kii)
EREEREERNARE44EE T (HE
—ECEFRNAZTHEARNEA  AR¥25
BEIL) NEAMMEMFESEFAE -

PSR

AEENAERAXIERRPECEMN
BHEBEANGH R_T_—FL+5F -
EHAXARARE205ET (BE-ZF
“EEXRA=THLERER: AR¥18H
&7T) - [FLIE IN#)1,086.9% ° 7N & B 12 A
B2 M8 A A — AR A B H R B AT 15 LA
12 25% 2 PRSI I R BB IR » TAPI s
HHNERHRER8T% (BE_T _ZTFRX
RA=+HIEXMER : -1.4%) o Pri5HH <1
MEERRBENRESR R C RSB
7 A0 A B DN A Re R Bt R0 B B P EE A S
BREIANABBROT M E -

B M (B 18)

RIZEZ—F E¥F  REBRRE RS
HEHMARBEUMSEEBL(HE_Z_TF X
A=+HILAHEA  BHREIEARI262
BB  EREEGENBARKE3098
B (BE-Z-ZFA=1THILE~EAR:
fEEELBEBARKI063EET) °



Management Discussion and Analysis

FINANCIAL POSITION

Property, Plant and Equipment, Right-of-use assets and Deposits Paid for
Acquisition of Property, Plant and Equipment

During the Reporting Period, the Group acquired property, plant and equipment
and incurred expenditure on construction in progress of RMB32.7 million (six
months ended 30 June 2020: RMB26.1 million) and RMB44.4 million (six months
ended 30 June 2020: RMB35.1 million), respectively, mainly for the purpose of
upgrading and expanding the service capacity of our hospital operations and
construction cost incurred at Phase Il medical facility at our Kangxin Hospital.

As at 30 June 2021, the Group had right-of-use assets of RMB371.7 million (31
December 2020: RMB382.8 million), which included leasehold lands of RMB229.0
million (31 December 2020: RMB231.5 million) and leasehold land and buildings
relating to leases of RMB142.7 million (31 December 2020: RMB151.3 million)
recognised in accordance with IFRS 16. During the Reporting Period, the Group
entered info new lease agreements for the use of properties in the PRC ranging
from 2 to 5 years. The Group is required to make fixed monthly payments. On the
commencement of the lease, the Group recognised right-of-use assets and lease
liabilities of RMB6.7 million (six months ended 30 June 2020: RMB1.0 million) each
relating fo those new leases.

As at 30 June 2021, the Group had deposits paid for acquisition of property, plant
and equipment amounting fo RMB94.5 million (31 December 2020: RMB91.2
million). The deposits mainly represented deposits paid for construction cost of
Phase Il medical facility at our Kangxin Hospital and amount paid for acquisition
of new medical equipment and other new facilities as the Group continued to
upgrade its medical facilities and expand its operation capacity.
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Management Discussion and Analysis
BEENWR DN

Accounts and Other Receivables

The account receivables of the Group primarily consisted of balances due from
social insurance funds, certain corporate customers and individual patients. As at
30 June 2021, accounts receivables increased to RMB230.4 million (31 December
2020: RMB204.7 million), of which 78.9% (31 December 2020: 76.9%) were aged
within 90 days. Average accounts receivables turnover days for the current
period is 45.2 days (31 December 2020: 49.0 days). The increase in accounts
receivables and decrease in accounts receivable turnover days are primarily
due to (i) the increase in revenue of our hospitals operations and rehabilitation
and other healthcare services operations during the current interim period; and
(ii) the accelerated settlement from Dongguan social insurance funds and other
government authorities, and certain corporate customers as the overall economic
environment and business environment recovered from the COVID-19 pandemic
in year 2020.

The other receivables of the Group primarily consisted of prepayments to
suppliers, interest receivables and others. As at 30 June 2021, other receivables
increased to RMB47.8 million (31 December 2020: RMB44.0 million), primarily due
to (i) a decrease in prepayments to suppliers to RMB13.1 million (31 December
2020: RMB16.4 million); and (i) an increase in other receivables mainly due to
improvement in the Group’s overall business operation during the current interim
period and expansion of the Group’s operations of our rehabilitation and other
healthcare services segment and elderly healthcare services.

Accounts and Other Payables and Provision

The accounts and other payables and provision of the Group primarily consisted
of accounts payables, accrued expenses, receipts in advance, payables for
acquisition of property, plant and equipment, provision for medical dispute
claims, other tax payables and others. As at 30 June 2021, accounts and other
payables and provision increased to RMB625.9 million (31 December 2020:
RMB516.9 million) primarily attributable to: (i) an increase in accounts payable fo
RMB281.2 million (31 December 2020: RMB256.8 million) as a result of increases
in our hospital services operations and purchases of supplies during the current
interim period; (ii) a decrease of accrued expenses to RMB85.1 million (31
December 2020: RMB94.0 million) mainly because of decreases in operational
and administrative costs such as staff costs; and (i) an increase in receipt in
advance to RMB182.9 million (31 December 2020: RMB100.7 million) due fo an
increase in temporary funds received from social security insurance fund.
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Management Discussion and Analysis

Net Current Assets and Net Assets

As at 30 June 2021, the Group recorded net current assets of RMB298.6 million (31
December 2020: RMB294.4 million) and net assets position of RMB1,422.3 million
(31 December 2020: RMB1,407.5 million).

LIQUIDITY AND CAPITAL RESOURCES
Financial Resources

The Group continued to maintain a strong financial position with cash and
cash equivalents of RMB213.4 million (31 December 2020: RMB179.7 million)
as at 30 June 2021. The Group contfinues to generate 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 following the end of the Reporting Period.

As at 30 June 2021, as part of the Group’s cash management activities, the
Group had investments (classified as financial assets at FVTPL) in aggregate of
RMB570.5 million (31 December 2020: RMB467.7 million), primarily consisting
of (i) portfolio investment fund of RMB70.5 million (31 December 2020: RMB67.7
million), representing a portfolio investment fund, the underlying portfolio of which
included a mixture of cash and shares that are primarily listed in Hong Kong; and
(ii) structured short-term bank deposits of RMB500.0 million (31 December 2020:
RMB400.0 million), representing principal-protected products issued by a PRC
commercial bank.
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Management Discussion and Analysis
BEENWR DN

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 scrutinising any decision of
the Group to purchase investment products. The investment products should
generally satisfy the following criteria, namely (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 flow of the Group for the periods indicated:
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For the six months ended 30 June

BEAA=TRHLEAMEA

2021 2020

ZEC-F —T_THF

Change RMB’000 RMB'000

) ARBT T ARBTT

Net cash generated from operating activities REEBMERSFE +492.2% 155,770 26,303

Net cash used in investing activities REZBFMARSFHE +26.7% (163,611) (129,173)

Net cash generated from (used in) BMEEBMG(FA)

financing activities REFE N/A 3 A 41,989 (27,840)
Net increase (decrease] in cash and RekReZSEWLM

cash equivalents R D) F 88 34,148 (130,710)

Net cash generated from operating activities

During the Reporting Period, the net cash generated from operating activities
amounted to RMB155.8 million (six months ended 30 June 2020: RMB26.3
million), representing a period-on-period increase of 492.2%, which is primarily
attributable to our significantly improved adjusted EBITDA for the Reporting Period.
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Management Discussion and Analysis

Net cash used in investing activities

During the Reporting Period, the net cash used in investing activities amounted
to RMB163.6 million (six months ended 30 June 2020: RMB129.2 million),
representing a period-on-period increase of 26.7%, which is primarily attributable
to (i) an increase in purchase of financial assets at FVTPL during the current interim
period for the purpose utilising idle cash balances for befter investment returns;
(i) an increase investment income received financial assets at FVTPL and interest
received as compared with same period last year; (iii) an increase in purchase of
property, plant and equipment during the current interim period; and (iv) however,
(i) to (iii) are partially offset by the decrease in deposits paid for acquisition of
property, plant and equipment during the current interim period.

Net cash generated from (used in) financing activities

During the Reporting Period, the net cash generated from financing activities
amounted fo RMB42.0 million (six months ended 30 June 2020: net cash used in
financing activities of RMB27.8 million), which is primarily attributable fo the fact
that (i) the Group raised new bank loans amounting to RMB30.0 million during
the current interim period (six months ended 30 June 2020: nil); (i) the Group
has made net advances from the non-controlling shareholders of subsidiaries
of RMB45.6 million (six months ended 30 June 2020: net advances of RMB2.0
million); and {iii) there was repayment of lease liabilities of RMB14.8 million (six
months ended 30 June 2020: RMB13.4 million).

Significant Investment, Acquisition and Disposal

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

Cash Management Activities

As part of the Group’s cash management, the Group has from time to time
purchased investment products, such as structured deposits, issued by a
reputable PRC commercial bank usually with terms of less than six months 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 rating agency but are classified as low-risk by the issuing
bank and may involve liquid listed securities. 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
scrutinising any decision of the Group to purchase investment products.
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Capital Expenditure

The Group regularly makes capital expenditure to expand its operations, maintain
its medical facilities and improve its operating efficiency. Capital expenditure
primarily consist of purchases of property, plant and equipment. The capital
expenditure of the Group during the Reporting Period was RMB77.1 million (six
months ended 30 June 2020: RMB43.1 million). The Group has financed its capital
expenditures mainly through cash flows generated from its operating activities
and bank loans.

USE OF PROCEED FROM THE INITIAL PUBLIC OFFERING

The Company’s H shares were listed on the Hong Kong 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 2021, of the net proceeds from the initial public offering, (i)
RMB73.6 million, representing approximately 9.4% of the net proceeds, has been
utilised and used as general working capital; (i) RMB134.7 million, representing
approximately 17.2% of the net proceeds, has been utilised and used on
expansion of our current operations and upgrading our hospital’s facilities; and
(iii) RMB158.8 million, representing approximately 20.3% of the net proceeds, has
been utilised and used for acquisition and potential acquisition of businesses. As
at 30 June 2021, out of the balance of the unutilised net proceeds of RMB415.4
million, part of such proceeds 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 our business operations or
capital expenditure to earn better return on our excess cash balance, 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 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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TREIERAFABREMBRBFENHE
ERE  ZEMBRENSRBERAREEE
fAETHIE) A HIRR -

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

for the purpose Expected timeline
as disclosed Utilisation up to for the utilisation
in the Prospectus 30 June 2021 Unutilised amount  of the unutilised
Purpose (RMB million) (RMB million) (RMB million) ~ amount M
BRERFRERE BE-Z=--F
BENERDRRE AAZTAK
RERERE AR ABALE GAXDA
JiiFe (AR¥BETRT) (AR¥BEE&T) (ARMEER) SEMNBHERNE
Expansion of the Group’'s current operations and 70.4 8.5 619 By the end of
upgrading of hospital facilifies 31 December 2021
BAXKERBEL LR BRI RZE-—F+_A
=t+—BA
Expansion of operating capacity and capability 2817 126.2 1555 Bytheend of
in multi-disciplinary specialised freatment and 31 December 2021
diagnosis and upgrade of medical facilities RZEZ—F+-f
BREEENRZEMDRENAR =t—H#
FHRERE R
Expansion of hospital management operations 78.3 - 78.3 By the end of
BABRERZE 31 December 2021
RZE-_—%+_R
=t+—RBA
Expansion of healthcare operations in the PRC 2739 158.8 151 By the end of
through selective mergers and acquisifions 31 December 2021
BRERUGBREARTENBEREXH RZZZ—F+ZA
=t+—H#
Working capital and other general corporate 78.3 73.6 4.6 By the end of
purposes 31 December 2021
EEEERAM—RRARE RZEZ—F+_A
=+—B5
Total 782.6 367.1 454
@t

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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INDEBTEDNESS
Bank Loans

In 2019, the Group obtained new bank loan facilities in the aggregate amount
of RMB620.0 million for the purpose of funding the development of the Phase II
medical facility and financing the operations of Kangxin Hospital, in which, up
to 30 June 2021, RMB315.4 million has been drawn down. As at 30 June 2021,
the Group had secured bank loans of carrying amount of RMB283.6 million (31
December 2020: RMB257.8 million). The principal agreements underlying such
bank loan facilities include the following:

)l a RMB420.0 million fixed asset facility agreement (&l &£ & E (& Z & F)
with Industrial and Commercial Bank of China Limited, Chongging Jiangbei
Branch, pursuant to which RMB169.4 million has been drawn down in
year 2019, RMB50.0 million has been drawn down in year 2020 and
RMB30.0 million has been draw down during the Reporting Period. The
bank loan carried an interest rate at the benchmark lending rate offered
by the People’s Bank of China (adjusted annually from the drawn down
date) and is secured by shares pledged over the entire equity in Kangxin
Hospital held by the Company and its non-controlling shareholder. As at
30 June 2021, the effective interest rate of the secured bank loan is 5.82%
(31 December 2020: 5.84%) per annum. As at 30 June 2021, the carrying
amount of the borrowing in respect of such arrangement amounted to
RMB234.2 million (31 December 2020: RMB204.6 million); and
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Management Discussion and Analysis

a RMB200.0 million financial leasing agreement (&t & f & & @) with
Industrial and Commercial Bank of China Leasing Co., Ltd., pursuant to
which RMB66.0 million has been drawn down in 2019 (six months ended
30 June 2021: nil). The loan carried an interest rate at the benchmark
lending rate offered by the People’s Bank of China plus 5%, which was fixed
at the drawn down date. This agreement involves a sale and lease back
arrangement over certain medical equipment assets of Kangxin Hospital,
pursuant to which such assets have been transferred to the lender and
leased back to Kangxin Hospital, with an option exercisable by Kangxin
Hospital to purchase the assets at a nominal consideration upon the
maturity of the lease. Despite that such arrangement assumes the legal
form of a lease, the Group retains effective control over such assets; thus,
the Group accounted for such arrangement as a secured loan at amortised
cost at an effective interest rate of 6.74% (31 December 2020: 6.74%) per
annum and repayable in quarterly variable instalments until September
2027. In addition, such assets have been pledged to the lender as security
throughout the loan period. As at 30 June 2021, the carrying amount of the
borrowing in respect of such arrangement amounted to RMB49.4 million (31
December 2020: RMB53.2 million). As at 30 June 2021, the property, plant
and equipment with net book value of RMB38.9 million (31 December 2020:
RMB45.5 million) had been pledged to secure the banking facility granted.

In connection with the bank loan facilities above, certain of our controlling

shareholders, a non-controlling shareholder of a subsidiary and a related

company controlled by certain of our controlling shareholders provided
guarantees and undertakings in favour of the relevant lender. The financial
assistance provided by certain of our controlling shareholders is exempted from

the connected transaction requirements under Chapter 14A of the Hong Kong

Listing Rules by virtue of Rule 14A.90 of the Hong Kong Listing Rules.

(ii)
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Contingent Liabilities

The Group is subject to legal proceedings and claims in the ordinary of business
primarily arising from medical disputes brought 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 intfo account any
judicial appraisal or court determination against the Group. As at 30 June 2021,
the total stated claim amount of the Group’s on-going medical disputes was
approximately RMB5.5 million (31 December 2020: RMB6.8 million) and there
were certain medical disputes without claim amount stated. Based on the Group’s
assessment, during the Reporting Period, approximately RMB3.0 million (six
months ended 30 June 2020: RMBI1.3 million) had been provided and included in
accounts and other payables and provision of the Group.

As at 30 June 2021, 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 2021, certain property, plant and equipment of the Group with net
book value of RMB38.9 million (31 December 2020: RMB45.5 million) had been
pledged to secure banking facilities granted to the Group.

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 2021, the capital commitments in respect of property, plant
and equipment contracted for but not provided in the consolidated financial
statements were RMB223.3 million (31 December 2020: RMB255.5 million).
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Financial Instruments

The Group’s financial instruments primarily consisted of accounts and other
receivables, financial assets at FVTPL, fixed bank deposits, bank balances and
cash, restricted bank balances, accounts and other payables, amounts due fo
non-controlling shareholders of subsidiaries, bank loans and lease liabilities. The
management of the Company manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.

Exposure to Fluctuation in Exchange Rates

The proceeds of raised by the Company in its initial public offering of its H Shares
are denominated in Hong Kong dollars. The Group deposits certain 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 or financial instruments to hedge against
its 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 need arise.

Gearing Ratio

As at 30 June 2021, the Group’s gearing ratio (total interest-bearing bank loans
divided by total equity and multiplied by 100%) was 19.9% (31 December 2020:
18.3%).

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 2021, the Group had a total of 3,538 (31
December 2020: 3,777) full-time staff.
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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 fraining 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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INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for the six
months ended 30 June 2021 (six months ended 30 June 2020: 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

There was no significant event after the Reporting Period.

REVIEW OF INTERIM REPORT

Audit Committee has reviewed the Group’s interim results for the six months
ended 30 June 2021 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 2021 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
TEERHE

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 2021.

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 to
meet the applicable requirements of the CG Code.

CHANGES IN INFORMATION OF DIRECTORS, SUPERVISORS AND
CHIEF EXECUTIVES

Save as disclosed in this report, there has been no change in information
required to be disclosed pursuant to Rule 13.51B(1) of the Hong Kong Listing Rules
since the date of the 2020 annual report of the Company.

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.

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 2021. 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
31 August 2021

Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021

DAL TN
JL%E/EI

RRARBMANERSRKFEHLEELRER -
EEERAE ARFREE_ZT=-_—F A
=tHIEANER  BESTOEE AT ZE
FA=FRIMESC ©

EESHIHEDRENEEER  ARER
RNz - TREHEFRKFNEEER

ARBNKANER  APREIUSEHELE
REER - WEBARES NS AEE N
2o ARBKEBENREFTELEER
BREEENTALEEATINERMRE -

£ ESRARABRENNE

BABREMFEEIIN BARRIZZE_F
FEEREBHUNR  BREFE LHREE
1B5BIE MEER BB ETIEE -

REFELHRAUFERESE

AAaWERE EMRAE320 1321 %
1322 I FHEMEAMHEEE T -

BREFRANER

ARABERBFELETAUAERARRESM
EFETESFRSNITATH - ERABE
EREEFLARESHR BE_T—_—F
NAZTHIEANER  EEREFCETR
ETARENABIZE - LELHKAIBEESR
REMEBARRIBRMNARERHNES -
—BAERELEXZHEEERN ©

EE )
RABRREFEHUKEHAREEIEH

FRETEHNERR RS RS2
R EBHBHOBTESIFRRHRBEORE

RREFS

IESE
E

B R
“F-—F)\A=+-8



DIRECTORS’, SUPERVISORS" AND CHIEF EXECUTIVE'S INTERESTS IN
SECURITIES

As at 30 June 2021, 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:

(@)  The Company

Other Information
Hith &R

EE -EERRSTHABRES

2

RZBE-_—FX"A=1+H XRAREE &
ERESITHABRAR R E E A 158
FEEERRBHFNBERMEXVE) 2 %
7 HERO REEFETREERIEES L
EIEBIEXVEETRESHBAME AR R
LEBBRHNEZIAE (BRESRIE
BELHAEGRI Z2FEBRBXER BT E
EEBER RKR)  HEFABAEART
IREH RGN 352G E 2 &L MR
RBBEZETUEMNTARRREBEH R
FrevigEss Moxa T ¢

() IZN/N
Approximate
percentage of
Approximate  the Company's
percentage in total issued
Shares of the share capital®
same class® L NG

Number of R8BI BETRA

Name of Director Class of Shares  Nature of interest Shares R4 A BERD
EEps PR 17 48 5l BHME ROHE BRAEDLY Bt
Mr. Wang Junyang Domestic Shares  Inferest 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®? (FE)

BBRARRARENHE

fERERN = RS

EEEER
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R & NER interest in the Company""; interest in a (Long position)

controlled corporation®: family interest of (&)

spouse”

BBERARRRENHAERS

ERi—R": REEEEN

E=": RENREER"
Ms. Wang Aigin Domestic Shares  Inferest of a party to an agreement regarding 250,000,000 100% 74.76%
FEHLL NER interest in the Company™ inferest in (Long position)

controlled corporation®; family interest of (HE)

spouse!

BBRRAREERENBEIER

Ear—R": REEHEEN

EaY: BN EERY
Mr. Wong Wai Hung Domestic Shares  Inferest in a controlled corporation® 25,000,000 10% 7.48%
TRERE NER PR E R Long Position)

(%)
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Other

Information

HiwEx

Notes:

]

(2)

(3)

(4)

(5)

(6)

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.

Kanghua Group (held as to 97.46% by Mr. Wang Junyang) held 197,500,000
Domestic Shares and Xingye Group (held as to 50% 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.

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.

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. Wong Wai Hung holds 34.0% in HH International (as defined below),
which in turns holds 100% in Weishun Property (as defined below), which in
turns holds 100% in Kangwei Industrial (as defined below), which in turns holds
37.5% in Xingye Group. Xingye Group held 25,000,000 Domestic Shares.
As Mr. Wong Wai Hung controls more than one third of the voting power at
the general meeting of Xingye Group, Mr. Wong Wai Hung is deemed to be
interested in the same number of Shares in which Xingye Group is interested
by virtue of the SFO.

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 2021.

48 Guangdong Kanghua Healthcare Co., Ltd. Interim Report 2021

B

(m

(2)

(3)

(4)

(5)

(6)

BRE—IE-BTHHE TEBRLE
ITERERL ﬁ%ﬁﬂi‘iﬁ‘ﬁi&ixiﬁﬁ
THREAREHNAEARAR
E’WE B AN S B 2R A $E’JJ&
EF L AT —HRFE - Fit
*’*a“%&ﬁﬁiﬂwﬁﬂ ElEIRE
EA SRR ANABRNEGESR -

REEE (EE2H L EFE7.46%)
% /5197,500,000 % N & A% - 1 R %
E@E(TEBEEHEASNS) HE
25,000,000k A ERK - BN EFH %L
EREESEREEEESEMR
BRE EESBR=S 2 —WERE
o BERBEAHFRBERN  TEHE
SRR AREESEREEXEES
BBEEMEREE RDESER -

HEEyE (REREERTEH L
5 5l & BB 50% ) A 27,500,000
A ER - AR RIEREEREEE
ﬁi&!ik%%ﬁ’)ﬁx%ﬁALT il

DZ—HRERE  BRNESR
Hﬁiﬂ\xﬁ‘] REREEREEH L
WE RPN EEYEEANERSE
BB R o

REREREEREEHL LT RK
% BENESFMPEGRD - &8
WERANBEARBEOME RN
A

ITREAEBAEZERCERLT
X)34.0%  MEZFEBEFEEIRY
Z(E&ERETX)00% - M EIEYZE
HHRREEE(EER TX)100%
iR BT A BEEREI7.5% -
3 £ [B45 4 25,000,000 8 A1 & % - B
RERBEAEREEREOHRER R
gLEGBEB =D —WERERE E
RiEZ LB RD] - EEEEEBR
AREXEERANMER B KO
BEA R

FREPIARRBAR ZFT - —FX
A= JrE?'é‘TTEI’]ZSOOOOOOOHxWéf
f% %2 84,394,000 I H A% &



(b)  Associated corporations of the Company

Other Information
Hi &

(bl A EIEEEE

Approximate
percentage inferest
in the associated

corporation
Name of Director Associated corporation Nature of interest i AR B
EENE TR % E EmtE EaBNBEs L
Mr. Wang Junyang Kanghua Group Beneficial owner 97.46%
IEGRE FEEE BamlEEAA
Mr. Wang Junyang Xingye Group Beneficial owner 50%
EFEHRE L E] EREAA
Mr. Wong Wai Hung Xingye Group Interest in a controlled corporation® 37.50%
TEEEE mREE REEHEE R
Mr. Chen Wangzhi Xingda Property Beneficial owner; family interest of spouse 100%
BREE % 4 YR ERaEAA  EEORGEER
Ms. Wang Aigin Xingda Property Beneficial owner; family interest of spouse 100%
ITEHRL S=2yES ERBEAEAN BEBNRKEER
Note: BfaE -

(1 Mr. Wong Wai Hung holds 34.0% in HH International (as defined below),
which in turns holds 100% in Weishun Property (as defined below), which in
turns holds 100% in Kangwei Industrial (as defined below), which in turns
holds 37.5% in Xingye Group. As Mr. Wong Wai Hung controls more than one
third of the voting power at the general meeting of Kangwei Industrial, Mr.
Wong Wai Hung is deemed to be interested in the same amount of interest in
Xingye Group in which Kangwei Industrial is interested by virtue of the SFO.

Save as disclosed above, as at 30 June 2021, to the knowledge of the Board,
none of the Directors, the Supervisors or chief executives of the Company had any
interests or short positions in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which were required to be (i) notified to the Company and the Hong
Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Directors, the Supervisors and 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) nofified to the Company and the Hong Kong Stock Exchange
pursuant to the Model Code.

(1) I&m%i%ﬁ =R (EERT
X) 34.0% /El F . WX #ﬂ‘ﬁhp ME%
¥ (F& R TX)100% - i {& B %
HEREEH (E& R T3X)100%
MmEREEREE HEEEEI7.5% B
RERBEREENREEENRRERXR
At?ﬂtﬂ*“z iR - A

BHEREEGRY - EEEEERHS
ﬁ%@&a%%ﬁ%@%%@%ﬁ
FEEREAER

M EXFIBEEN RZE-—F A=+
H BEESMA BEARTESE EF
MESITHABRAR R s E A8
B (F&ERBHRABRGIEXVE) 2 IRH
BB REEEREEETMAIIRED %%&
HE ﬂﬂﬁIJ%XV*B%7&%8“4 ZERSIE=ININ
AIRBEBHRAMMERIARE (BEFEER
& %?&HHf?1lm1§UZSZw1l¢Y%&$EZ%§J2%)§
EEEAMERNAR)  HANABARAR
AIREENMAEENEIS2IGEEE 2 B LM
W B RE 28 BOR B 5 Sk ii) AR R AZ 2 57 BI ZE A0
EARRAREBH I ERIOKRE ©
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Other Information
HAith &k}

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2021, 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:

FERROVES

RIZE-_—FRNA=1TH RERAXFRE
EHRBERAEIB6HFENELM - &
REFAAREIELSEERRAEE - A
TAL/ EEBRIRN REERNHEFRE
EH M EERDIEXVEIE 2 K350 E 2 HX
ARAARRBNE BB IARBENEDEIORR
FERSAEEEERARRBRRARE LHEE
AER T B R BAERRBIBA P EE 5%
A E RS

spouse!
BRRNAR RSN HAERERD
—A REEHERS R RENK
Bl
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(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 EARAT
Number of HE & BRTRA
Name Class of Shares ~ Nature of inferest Shares B3 Pt BEHD
we/ 48 FR 17 28 A ERE RmEE BREDH Aok
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 corporation® \ (1F8)
ARRA R AER A A IE RERR
A REEHEE R R
Ms. Wang Aici Domestic Shares  Inferest 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 NE R EnEBAY [Long position]
(&)
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
BREER R & NE R interest in the Company'"; interest in a (Long position)
controlled corporation®: family interest of (17 &)



Other Information
Hith &R

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 ROHE BREDH BO
Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement regarding 250,000,000 100% 74.76%
TEHRL NEK interest in the Company"; interest in Long position)
controlled corporation®: family interest of (Fe)
spouse”
BRRA RGN HAERERD
—0 NEES B BENE
B
Xingda Property Domestic Shares  Beneficial owner® 27,500,000 1% 8.22%
BENE NER EREAAY (Long position]
(#72)
Xingye Group Domestic Shares  Beneficial owner® 25,000,000 10% 7.48%
EEEE NE R EnEBAY (Long position]
(#72)
Mr. Wong Wai Hung Domestic Shares  Inferest in a controlled corporation® 25,000,000 10% 7.48%
FRIEEE AER REEHEE R (Long Position)
(#72)
HH International Investment Domestic Shares  Inferest in a controlled corporation ¥ 25,000,000 10% 7.48%
limited ("HH Infernational’) W& REFHZENER Y (Long Position)
AEBERREBRATF (#72)
(DEZERD)
Dongguan Weishun Property Domestic Shares  Interest in a controlled corporation ©! 25,000,000 10% 7.48%
Investment Co., Ltd. NER REZEH LB ER Y (Long Position)
("Weishun Property’) (4 7)
RETRIENERERRATF
([BIEs1)
Dongguan Kangwei Industrial ~ Domestic Shares  Interest in a controlled corporation ©! 25,000,000 10% 7.48%
Investment Co., Ltd. NE R REZEH LB R Y (Long Position)
("Kangwei Industrial’) (4 #)

REMEREXREERAF

((REEX))
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Other Information
HAith &k}

Approximate
percentage of
Approximate  the Company’s
percentage in total issued
Sharesofthe  share capital
same class FNG
Number of HE &5 BRTRA
Name Class of Shares  Nature of inferest Shares B0 itk BEHD
nE/ 28 FR 17 48 5l BEME ROEA BROEDL BOt
New China Asset Management  H Shares Investment manager 8,689,000 10.30% 2.60%
(Hong Kong) Limited Hil& RERE (Long position]
MEBEEER(FE) (#%8)
e NG
Lin Lijun ("Mr. Lin’) H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
MAE (THEE]) HI& REEHEE R (Long position]
(#72)
LVC Assets Management Limited  H Shares Interest in a controlled corporation® 11,146,200 13.21% 3.33%
HI& IR EE N ERY [Long position]
(#72)
LVC KH Investment L.P. H Shares Beneficial owner® 11,146,200 13.21% 3.33%
H BERBEEAY (Long position]
(#%8)
Haifian (HK) Holdings Limited H Shares Beneficial owner 5,052,600 5.98% 1.51%
(formerly named as ‘Haitian ~ Hf% ExEBA (Long position]
(HK) Financial Development (1 8)
Limited"|
AR (B ERERAAF
(HnER1IEX (BE)
ERMBREERAT])
Zhan Yongxiang H Shares Beneficial owner 5,021,966 5.95% 1.50%
Bk Hi& EREBA (Long position]
(%)
Mr. Wang Mingsong H Shares Inferest in a controlled corporation” 4,880,000 5.78% 1.46%
FRNEE Hil& REEHZE O ER (Long position]
(#72)
Bo An Investments Pte, Ltd. H Shares Inferest in a controlled corporation” 4,880,000 5.78% 1.46%
'Bo An Investments’) Hil& REEGEE MR (Long position]
BEZREALABRARA (#2)
((BZRE])
Huaxia International Company ~ H Shares Beneficial owner™” 4,880,000 5.78% 1.46%
Limited ("Huaxia Infernational’)  HA% ERBAAD (Long position]
ZEFRERAA (172)
(T£EER])
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Notes:

m

(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 50% 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 Aigin 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. Wong Wai Hung holds 34.0% in HH International, which in turns holds
100% in Weishun Property, which in turns holds 100% interest in Kangwei
Industrial, which in turns holds 37.5% in Xingye Group. Xingye Group held
25,000,000 Domestic Shares. As Mr. Wong Wai Hung controls more than
one third of the voting power at the general meeting of Xingye Group, each
of Kangwei Industrial, Weishun Property, HH International and Mr. Wong Wai
Hung is deemed to be interested in the same number of Shares in which
Xingye Group is interested 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.

B3

M

(2)

(3)

(4)

(5)

(6)

(7

Other Information
Hith &R
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Other Information

HiwEx

(b)  Substantial shareholders of other members of the Group b) AEBEEMKEARNEZRRE
Approximate
percentage
interest held
by the substantial
shareholder
Name of member FERRK
Name of shareholder of the Group Nature of interest BEER
BRERER BB AEEHE QR ERE ERME BB DL
Kangdi Enterprise "2 Renkang Hospital Beneficial owner 15%
B & CEER EmiB A
Ms. Zhang Dandan ™3 Renkang Hospital Beneficial owner 15%
SR S 2 A0 CHRER E=lEAA
Ms. Wang Aier " Renkang Hospital Beneficial owner 13%
FER LM CEER EmB A
Notes: Bex
(11 Pursuantto an entrusted management agreement, each of Kangdi Enterprise, ) WREEEETERE EEEY R

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.

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

Junyang.

Save as disclosed above, as at 30 June 2021, to the knowledge of the Directors,
no other person had, or were deemed or taken fo 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.
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Report on Review of Condensed Consolidated Financial Statements

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 57 to 83, which comprise
the condensed consolidated statement of financial position as of 30 June 2021
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-month 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. Our 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 fowards 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
AR E MRk 2 BB RS

CONCLUSION o

E: S

Based on our review, nothing has come to our attention that causes us to believe  RIFATTEIZFE TIE » AT KT B ENHER
that the condensed consolidated financial statements are not prepared, in all ~ £IE » £ A{TREMBLEE P BREREME

material respects, in accordance with I1AS 34. BASEIEIERER ST HEAE 4R mE
Deloitte Touche Tohmatsu EE e BEEMR S AT

Certified Public Accountants BEBF A

Hong Kong B

31 August 2021 —E- N \HA=+—H
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BRGEEaRAMERE KGR

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

Six months ended 30 June

BEASA=tHLLAEAR

2021 2020
—E-—F ZEETF
NOTES RMB’000 RMB'000
Bt 5E ARBT T ARBT T
(unaudited) (unaudited)
(REBEX) (REEZ)
Revenue e 3 871,485 760,987
Cost of revenue Y AR AR (741,640) (687,813)
Gross profit EH 129,845 73,174
Other income H g A 4 15,750 15,796
Other expenses, gains and losses Hinf - e REE 5 2,596 (2,876)
Net reversal of impairment losses under EHEEBEEXETZ
expected credit loss model VERIENEi=E Y EIbER= 1,303 -
Impairment loss on goodwiill HEREEE n - (76,000)
Administrative expenses TR (103,441) (123,246)
Finance costs A& KA (10,210) (1,294)
Profit (loss) before taxation R AT A (B548) 6 35,843 (124,446)
Income tax expenses FriSfim > 7 (21,044) (1,773)
Profit loss) and total comprehensive income s H (BB k2|
(expenses) for the period WA (F ) 42%8 14,799 (126,219)
Profit (loss) and fotal comprehensive T 5118 & 15 HA 0 % T
income (expense) for the period (BE) RE2EWA
aftributable fo: (AX) 1%
— owners of the Company . WNEIE 2PN 30,875 (106,324)
— non-controlling inferests — IR (16,076) (19,895)
14,799 (126,219)
Earnings (loss) per share, basic BRERZF (BE)
(RMB cents) (AR®ED) 9 9.2 (31.8)
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Condensed Consolidated Statement of Financial Position

RS MR R

At 30 June 2021
RZTEZ—FA=+H

At At
30 June 31 December
2021 2020
R=-Z-—F RZIZT-THF
~B=+H +t=ZA=+—H
NOTES RMB’000 RMB'000
Bt ARBF T AREFTT
(unaudited) (audited)
(RBER) (fe &%)
Non-current assets ERBEE
Property, plant and equipment W - BRE k& 10 997,601 976,272
Right-of-use assets EREEE 10 371,699 382,845
Goodwill S n 44,613 44,613
Deposits paid for acquisition of property, WM - BB R&E
plant and equipment [EENE & 94,457 91,218
Financial assets at fair value through BRATFEAERD
profit or loss CRLEE 13 70,546 67,663
1,578,916 1,562,611
Current assefs REEE
Inventories Ea 63,257 56,756
Accounts and other receivables JE AR R H Ath R U SR TB 12 278,175 248,679
Financial assets at fair value through RAFEAERDN
profit or loss TREE 13 500,000 400,000
Restricted bank balances X PR ISR 1T 45 o 2,063 1,182
Fixed bank deposits TEHIRI TR - 5,000
Bank balances and cash RITE8R NI 213,392 179,673
1,056,887 891,290
Current liabilities P IN=NE
Accounts and other payables and provision AT AR 35 % EL A JE £
AN R 14 625,917 516,868
Amounts due to non-controlling shareholders of & < Fif B8 A & &9 JE 2 B%
subsidiaries IR R FKIB 64,439 18,856
Tax payables eI HRIE 17,666 22,907
Bank loans — due within one year RITER——F R H 15 15,740 7,574
Lease liabilities HE&AE 34,485 30,685
758,247 596,890
Net current assets REBEEFE 298,640 294,400
Total assets less current liabilities REERRBAE 1,877,556 1,857,011
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Condensed Consolidated Statement of Financial Position

AR S ISR &

At 30 June 2021
R-ZE——FA=1+H

At At
30 June 31 December
2021 2020
R-ZBZ—F RZIZ_ZTF
NA=+H t-A=+—H
NOTES RMB’000 RMB’000
B 5 ARBT ARBTTT
(unaudited) (audited)
(REEZ) (& E=Z)
Non-current liabilities FREBEE
Bank loans — due after one year RITER——F 12 E 5 15 267,857 250,256
Deferred tax liabilities RIEFIE B E 16 22,013 21,945
Lease liabilities HEAE 165,385 177,308
455,255 449,509
Net assets BEFE 1,422,301 1,407,502
Capital and reserves EXRFEE
Share capital A% A 17 334,394 334,394
Reserves a1 1,029,011 998,136
Equity attributable to owners of the Company RAREE ANELER 1,363,405 1,332,530
Non-controlling interests SRR A 58,896 74,972
Total equity B ER 1,422,301 1,407,502
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Condensed Consolidated Statement of Changes in Equity

BEEERy kS

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

Attibutable fo owners of the Company

ROAERARL
Non-
Share Share Captl Stafutory Other Refained contoling
captl premium Teserve fesene fesene eamings Sub-fotel intrests Total
*ER

B RfEE  EAEE ERER REBR  RERA it ki it
RUBOD  RVBOD  RVBOOD  RVBOD  RWBOOO  RBOO  RBODD  RMBON  RMBOID
ARBTTL  AREFT ARMTT ARMTR ARMTR ARRTR ARRTR ARRTR ARMTR

[note]
(W)
A1 January 202 foudited) \F--5-A-H
(lzH) 334,394 698,214 53,304 9,622 1471 148,229 1332530 714972 1407502
Proftloss| and foel comprefensivelncome. AT (B) R
lexpensel forhe period SENARR) 48 - - - - - 30875 30475 (16076] 14799
A¢30 June 207 [onauced) ey o =
(k%H) 334394 696,214 53,394 96,822 147 179,104 1,363,405 56,89 1422301
At January 2020 [oudied) NEZEE-F-H
(E7) 334304 698,24 53394 890 - 4% 1356408 03 1457558
Loss and fofo comprehensie expense BREERREAR
for the perod g% - - - - - (106,324 (106,324) (19,893 (126,291
130 June 2020 unaudied) e Ly =
(#8287 334394 698,214 53304 86,927 - I 1250101 81238 1331339

Note: Amount of RMB5,951,000 (31 December 2020: RMB5,633,000) included in the — Fg&E :
Group's retained earnings as at 30 June 2021 represents the profit generated from
the private non-enterprise entities directly or indirectly held under Anhui Hualin
(defined in Note 11). Under the PRC laws and regulations, the retained earnings of the
private non-enterprise entity is not distributable.
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Condensed Consolidated Statement of Cash Flows
WEREX

BEEESS

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

Six months ended 30 June
BEAA=THILLA~EA

2021 2020
—EZ—-F —E-FF
RMB’000 RMB'000
ARBT T ARBT T
(unaudited) (unaudited)
(REBER) (REER)
Net cash generated from operating activities RETEBMBESFE 155,770 26,303
Investing activities REEE
Placement of restricted bank balances U R G ER1T 45 88 (4,819) (403,162)
Purchases of financial assets at fair value through BERATE ABERZDN
profit or loss TRMEE (510,000) (400,000)
Placement of fixed bank deposits FRUEBIRTTER - (70,000)
Purchase of property, plant and equipment BEME  BREIEE (68,901) (43,097)
Deposits paid for acquisition of property, plant and WHEMZE BEIEREBDNIES
equipment (5,21) (21,949)
Withdrawal of restricted bank balances REUE R B R1T 45 88 3,938 403,968
Proceeds from disposal of financial assets at fair value &R A FET ABRHN S/
through profit or loss BEMNMEHRIE 410,000 400,000
Investment income received from financial assets at BATEFABENEMEE
fair value through profit or loss WA #5228 A 4,729 3,141
Withdrawal of fixed bank deposits REUE BRI TIF R 5,000 1,300
Interest received 2 E 1,498 567
Proceeds from disposals of property, plant and HEME  BERZHEFTERIE
equipment 155 59
Net cash used in investing activities REZHFAREFEE (163,611) (129,173)
Financing activities REEE
New bank loans raised FrEsEsiRiTER 30,000 -
Repayments of lease liabilities EEHEARE (14,784) (13,358)
Interest paid ERFE (13,175) (12,357)
Repayment of bank loan EERITER (5,635) (4,125)
Repayments to non-controlling shareholders of BRTHEBRRMIEERKRE
subsidiaries (30,417) (3,000)
Advances from non-controlling shareholders of KEME R B 8RR R
subsidiaries BN 76,000 5,000
Net cash generated from (used in) financing activities ~ BL& &S (FT ) FISHE & F5 41,989 (27,840)
Net increase (decrease) in cash and cash equivalents  RE&RIBEZEY GR ) N
HEE 34,148 (130,710)
Cash and cash equivalents at beginning of the period H#IIRERIBESEEY 179,673 223,880
Effect of foreign exchange rate changes fEREFFHTE (429) 77
Cash and cash equivalents at end of the period, MARRERRESEEY  BIRIT
represented by bank balances and cash EHRES 213,392 93,247
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

GENERAL INFORMATION AND BASIS OF PREPARATION

B R FEERBER M AR A7 (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 “Hong Kong Stock Exchange”).
The Company’s immediate and ultimate holding company is % 5 1 5
#1544 £ B G R A A (Dongguan Kanghua Investment Group Co., Ltd.),
a limited liability company established in the PRC. The addresses of the
registered office and the 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, sale of pharmaceutical
products and provision of elderly healthcare services in the PRC.

The condensed consolidated financial statements are presented in
Renminbi ("/RMB”), which is also the functional currency of the Company.

The condensed consolidated financial statements have been prepared in
accordance with International Accounting Standard 34 (“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 Hong
Kong Stock Exchange.

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 at the end of each
reporting period.

Other than additional accounting policies resulting from application of
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 2021
are the same as those presented in the Group’s annual financial statements
for the year ended 31 December 2020.
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2.

Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Contd)

Application of amendments to IFRSs

AR E M SRR M &
For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

2. FESTBR®E
& P B B 755 s s B B (1B RT )

In the current interim period, the Group has applied the following RAREEE  AEED 5 REARN
amendments to IFRSs issued by the IASB, for the first time, which are —E I F-HA—BRERBRZF
mandatorily effective for the annual periods beginning on or affer 1 January EEAE R A ) R Bl R & R A &=
2021 for the preparation of the Group’s condensed consolidated financial B &AM B T 1) B BR B 7 o 2R Bl ey
statements: BEIAR  URBEAEEZERES Y

Amendment to IFRS 16

B R B 7 R 5 22 B SB 16 5 (18R] AN)
Amendmenfs to IFRS 9, IAS 39 and

IFRS 7, IFRS 4 and IFRS 16
B B B 75 R A 22 BI B 9 55

B PR = st 4RI 2 39 5%

B B B s R A RIS 7 5%

B R B 75 R 5 2 Rl 55 4 5% I

B R B S R 22 R ZB 16 5 (1B RT )

TR
Covid-19-Related Rent Concessions

COVID-19 HH A & E R
Interest Rate Benchmork Reform - Phase 2

MEEENE-F R

The application of the amendments to IFRSs in the current period has had 7N HA e P R BB B 7 s AR A8
no material impact on the Group’s financial positions and performance RIS - BN EKEE KRBT HIR A
for the current and prior periods and/or on the disclosures set out in these MR ARKBR R K FEHRGE
condensed consolidated financial statements. M mEAMHEBEEFTETREALE -

REVENUE AND SEGMENT INFORMATION

3. WERDHBER

The Group is principally engaged in (i) provision of hospital services; REBEENF()IRERBBIR ()12
(i) provision of rehabilitation and other healthcare services; {iii) sale of HERE R A M EE AR ¢ (i) R iHE
pharmaceutical products; and (iv) provision of elderly healthcare services. Riv it EZF B ER -

Revenue Weas

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

Six months ended 30 June
BHEAA=1THILAER

2021 2020
—E-—F —ZEETF
RMB’000 RMB'000
ARET T ARBETF T
(unaudited) (unaudited)

(REEZ) (RIEEZ)

Recognised over time — output method:

1R A RER B HERR

Hospital services: B BT AR -
— Inpatient healthcare services —{E BT B AR 7S 487,392 467,957
— Outpatient healthcare services —FI2EBRY 281,633 226,472
— Physical examination services aJﬁ AR 7% 52,321 27,162
Rehabilitation and other healthcare services: FR1E & E b BE B AR TS
— Rehabilitation hospital services —REERREE 19,723 22,143
— Rehabilitation centre services and — FTE AR 7 K B
other healthcare services BERG 24,524 9,315
Elderly healthcare services EFEERS 5,166 1,636
870,759 754,685
Recognised at a point in time: RE—EREEER
Sale of pharmaceutical products Emigs 726 6,302
871,485 760,987
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six momhs ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

3. REVENUE AND SEGMENT INFORMATION (Contd) 3. WakoMBER #)
Segment information D EE K}
Information reporfed to the executive directors of the Company, being the BETERS LT H D ERIIRMA

ARAPMTER (AT ELERKRE

chief operating decision maker (the “CODM"), for the purposes of resource

allocation and assessment of segment performance focuses on types of ([EEREARAEE]) 2O ERAE
service provided. AT R FED o
The Group’s operating segments are classified as (i) hospital services; (il REBNKE DD B EBTRT (i)

rehabilitation and other healthcare services; (i) sale of pharmaceutical
products; and (iv) elderly healthcare services. The details of the Group’s
operating segments are as follows:

il Hospital services:

(i)  Rehabilitation and

other healthcare

services:

(il Sale of pharmaceutical

products:

(ivy  Elderly healthcare
services:

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

Provision of rehabilitation services which
generally refer to the provision of special
care services to patients with permanent
or long-term physical or mental disabilities.
Other healthcare services include elderly
healthcare and training services for the
disabled.

Sale of pharmaceutical products to patients
of the Group’s hospitals and outside
customers.

Provision of elderly healthcare services,
including assisted living, adult daycare, long-
term care, residential care and hospice care
to the aged 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 2021
BE-_Z-_—F-A=t+HLEA

REVENUE AND SEGMENT INFORMATION (Cont'd) 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: REBEDHT -

For the six months ended 30 June 2021 (unaudited) HE-Z-—FA=THIAMHEA
(REEER)

Rehabilitation

and other Sale of Elderly

Hospital healthcare  pharmaceutical healthcare
services services products services Total

REREA EF
BhR% BER% ERHE BERB st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTRE ARBTR AR®TR ARBTr ARKT:R

SEGMENT REVENUE 2 Eh U
External revenue INEBSHE 821,346 44,247 726 5,166 871,485
Segment profit 8B 127,786 981 16 962 129,845
Other income HAaA 15,750
Other expenses, gains and losses  E b7 + Wiz KE 1 2,596
Net reversal of impairment losses  FEEAE EEIEE BT

under expected credit loss ZREERE

model b EIpER 1,303
Administrative expenses THRE (103,441)
Finance costs AR (10,210)
Profit before taxation BREiAIE 1R 35,843
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P aE

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

3. REVENUE AND SEGMENT INFORMATION (Contd) 3.

Segment revenues and results (Contd)

For the six months ended 30 June 2020 (unaudited)

Rehabilitation

and other

Hospital healthcare
services services
18 R Bt

B RS BER%
RMB'000 RMB'000

ARBTT  ARETR

Sale of Elderly

pharmaceutical healthcare
products services Total

EF
EmiHE BRR% f@st
RMB'000 RMB'000 RMB'000

ARBTT ARETT ARBTR

SEGMENT REVENUE it 6
External revenue IR sH & 721,591 31,458 6,302 1,636 760,987
Segment profit (loss) HEbmHM (BE) 20,744 (23,907) 1372 1,035 2,826)
Other income R NN 15,796
Other expenses, gains and HuAE sk

losses B8 (2,876)
Administrative expenses THAX (123,246)
Finance costs BMEKA (1,294)
Loss before taxation MR AIEE (124,446)

There were no inter-segment sales during both periods.

The accounting policies of the operating segments are the same as the
Group’s accounting policies. Segment profit (loss) represents the profit
earned (loss incurred) by each segment without allocation of other income,
other expenses, gains and losses, net reversal of impairment losses under
expected credit loss model, administrative expenses and finance costs.
This is the measure reported to the CODM for the purposes of resource
allocation and performance assessment.

Except as disclosed above, no other amounts are regularly provided to the
CODM and therefore, no further analysis is presented.
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Notes to the Condensed Consolidated Financial Statements
IR AR S B TS SRR T 5

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

4.  OTHER INCOME 4. HAbUA

Six months ended 30 June
BEAA=1THILEAEAR

2021 2020

—E-—F —T-THF

RMB’000 RMB’000

ARET T ARETF T

(unaudited) (unaudited)

(REEERZ) (REEEZ)

Bank and other interest income 8R1T M E b I B 904 2,641
Investment income from financial assets BERAFEIFAESNERHEEDN

at FVTPL FEWA 4,729 3,141

Rental income ELUWA 1,826 2,926

Government subsidies (note) BT R B (B 3E) 2,064 2,149

Others Hitb 6,227 4,939

15,750 15,796

et BT EREEN SR REKRE
TTIRIFEES O R - ZFEE
ROREYE AR REFIAME
JEEE A ROBK AR Y B S

Htix - WEREE

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

5. OTHER EXPENSES, GAINS AND LOSSES 5.

Six months ended 30 June

BEANA=ZTHLLAEAR

2021 2020
—E-—F —ZEETF
RMB’000 RMB'000
AREF T ARBT T
(unaudited) (unaudited)
(REEZX) (REgEER)

Fair value gain (loss) on financial assets at BRATEFABRNEREEDN
FVTPL NP EYE (BER) 3,692 (2,581)
Net exchange (loss) gain BE 3 (B 18) Wan F 5 (977) 1,312
Donations B (110) (1,413)

Loss on disposals/write-off of property, HEMEmE - BE

plant and equipment R ErEE (9) (194)
2,596 (2,876)
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Notes to the Condensed Consolidated Financial Statements

FHERAR S B AR R MY R
For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

6. PROFIT (LOSS) BEFORE TAXATION

N AL

6. KMRBIADEF (B58)

Six months ended 30 June
BEAA=1THILEAREAR

2021 2020
—EZ-F —ETF
RMB’000 RMB'000
ARBT ARBFT
(unaudited) (unaudited)
(REEZX) (REER)
Profit (loss) before taxation has been arrived at BT A 7 (E518) &K% T 5B B
after charging: BIER:
Depreciation of property, plant and equipment  #1% - /= KRBT E 55,585 54,191
Depreciation of right-of-use assets FHEEENE 17,807 16,410
Research and development expenditure R 686 186
Short-term lease rentals in respect of HEEFLRETIEEBBEN
rehabilitation centres and NHHERES
staff quarters 2,071 133
Variable lease rentals in respect of hospitals HERBHENITEEEES 5,771 3,274
Cost of inventories recognised as expenses BRAEFAXHFERA
[representing pharmaceutical products, (FPTA m R R H A -
consumables and others used, T AWEKAA)
included in cost of revenue) 397,972 372,164
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Notes to the Condensed Consolidated Financial Statements

7. INCOME TAX EXPENSES

7.

AR E M SRR M &
For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

Frig®iR <

Six months ended 30 June
BEAA=1THILEAEAR

2021 2020
—B-—F —T_FTHF
RMB’000 RMB'000
AREET T ARBT T
(unaudited) (unaudited)
(REEZ) (REER)
PRC Enterprise Income Tax (“EIT”) PRI EMET ((EEMER])
Current tax BVER 18 20,989 1,409
Overprovision of EIT in prior years BEFREPEMMSTERE
B (17) (172)
20,972 1,237
Hong Kong Profits Tax BEERIEH
Underprovision in prior years BEFERETR 4 289
20,976 1,526
Deferred tax charge (Note 16) FEREFR B (HFE6) 68 247
21,044 1,773

Under the Law of the PRC on EIT (the “EIT Law") and Implementation
Regulation of the EIT Law, the statutory income tax rate of the Company and
its PRC subsidiaries is 25% for both periods.

On 21 March 2018, the Hong Kong Legislative Council passed the Inland
Revenue (Amendment) (No.7) Bill 2017 (the “Bill) which infroduced the two-
tiered profits tax rates regime. The Bill was signed info law on 28 March
2018 and was gazetted on the following day. Under the two-tiered profits
tax rates regime, the first HK$2,000,000 of profits of the qualifying group
entity will be taxed at 8.25% and profits above HK$2,000,000 will be taxed
at 16.5%. The profits of group entities not qualifying for the two-tiered profits
tax rates regime will continue to be taxed at a flat rate of 16.5%.

Accordingly, the Hong Kong Profits Tax of the qualifying group entity
is calculated at 8.25% on the first HK$2,000,000 of the estimated
assessable profits and at 16.5% on the estimated assessable profits above
HK$2,000,000.

BRIBHBECEMEIOE ([REREB
ED REEMERRERED - AR
B R E e B B R ) R R R Y
EEFMEBRB R R 25% ©

RZE—NFE=ZA=-+—B FHBL
FEBB(CE—EFRB (EE]) (8B
75R) B ER) ([ZIRHER] 5
AFIER MRS - ZBEHERNR-F
—NFZA-+NAERBEXRBEE
WHREBRATE - REFSTH ARG
BB EEE 1 2,000,000 7% F
/B K 58.25% 1 A @ 2,000,000 75
TCE R E T R 216.5% ° R FA FIEBHR
MREEERNEBE TR 2 a M EEZ
16.5% 5 — TR EEHE ©

It & BB EEEE E 20000008
TCAl EH FE R B ) K2 2,000,000 7 7T LA
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Notes to the Condensed Consolidated Financial Statements

HEE =R s E g

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

8. DIVIDENDS 8.

No dividends were paid, declared or proposed during the current interim
period (six months ended 30 June 2020: nil). The directors of the Company
have determined that no dividend will be paid in respect of the current
interim period (six months ended 30 June 2020: nil).

9. EARNINGS (LOSS) PER SHARE 9.

The calculation of basic earnings (loss) per share attributable to the owners
of the Company is based on the following data:

L
ZE

RAFRHEE AR RMERNS =
RS EZRRETRBE (BHEZE_TF S
A=+HIENER &) - AREEE
B E BT 2 kA R HAER R A AR B
(Hz2—Z-_ZF < A=+tHIXHEA:
) o

BRAEN (FE)

AARHERANERERELRRN (EE)
ERA TR E -

Six months ended 30 June
BEAA=1THILEAEAR

2021 2020
—EZ—F ZEETF
RMB’000 RMB'000
AREET T AREFT
(unaudited) (unaudited)
(REBER) (REEER)
Earnings (loss): ER (FH8E) :
Profit (loss) for the period attributable to the RARETEESRERBRN (EE)
owners of the Company for the purpose of HARA FIEAE AR
calculating basic earnings (loss) per share & A (B 18) 30,875 (106,324)

Six months ended 30 June

BEAA=tTHLEAEAR

2021 2020
—E--F —B-FF
(unaudited) (unaudited)
(REBER) (REER)
Number of shares: BRaEE :
Weighted average number of ordinary shares ~ FARFTE &R ERZF (Fi8)
for the purpose of calculating basic earnings  HY & i8 A% hn i S 15 £1
(loss) per share 334,394,000 334,394,000

No diluted earnings (loss) per share has been presented since there was
no potential ordinary share in issue for both periods.
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10.

1.

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 RMB164,000
(six months ended 30 June 2020: RMB253,000) for cash proceeds of
RMB155,000 (six months ended 30 June 2020: RMB59,000), resulting in a
loss on disposals/write-off of RMB9,000 (six months ended 30 June 2020:
RMB194,000).

In addition, during the current interim period, the Group acquired property,
plant and equipment and incurred expenditure on construction in progress
of RMB32,724,000 and RMB44,354,000 (six months ended 30 June 2020:
RMB26,124,000 and RMB35,110,000), 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 5 years (six months
ended 30 June 2020: 3 to 5 years). The Group is required to make fixed
monthly payments. On commencement of the leases, the Group recognised
right-of-use assets and lease liabilities of RMB6,661,000 (six months ended
30 June 2020: RMB1,038,000) each relating to those new leases.

GOODWILL

As at 1 January 2021, the goodwill allocated to the cash-generating unit
("CGU") of Z i ## 7R B8 & 1% & A R 2 &) (Anhui Hualin Medical Investment
Co., Ltd.) ("Anhui Hualin”) (the “Anhui Hualin CGU") ("Anhui Hualin’s
Goodwill") and = E £ #E R B¢ 0 1 B w2 Bt B BR 2 7 (Chongging
Kanghua Zhonglian Cardiovascular Hospital Co., Ltd.) ("Kangxin Hospital’)
(the “Kangxin Hospital CGU”) ("Kangxin’s Goodwill’) have the carrying
amounts of RMB29,101,000 and RMB15,512,000 respectively. For the
purpose of impairment assessment, the directors of the Company
conducted reviews of Anhui Hualin CGU and Kangxin Hospital CGU
containing the goodwill and determined that there is no impairment of the
CGUs.

10.

1.

R BRAR S B R R

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

ME - BERRE EREE
ENE

RAFRBBHE AEELEEmAE
BAREI64000T (BHE_ZT-_FF
NAZTHIEAREA : AR 253,000
TL)METME  BERZRE  BEA
BRIEAEARKEIS5000T (HE-T
—EFRNAZTHIEAEA: ARE
59,00070) « BHHE MBEBBEAR
9000 (HE-_E_FEF A=+
HIENER « AR¥194,0007T) °

AN - AR HRERRS - A E D B
BYE BERSEBEREEIRE
A R32,724,000 T KA R
44,354,000 (HHZ - _ZFF XA
=+ HIERER : AR®26,124,0007T
¥ AR #35110,0007T) @ A FHAR K &
AEEREENRBES -

RAPEERE  AEBEE Y HHE
FOUTEHEFEAME2ESTF (B2
—ECRFRA=THLEAEAR 3E
54) AEEBHERAXNEEER -
REBERBR  AEERRHEZE
FHERHENCTRAREERTEEAR
AR®6,661,000 (BE_T_ZTF
NAZTHLIEARMEA - AR%1,038,000
TT) °

FEE

N

F_éifi A— E'ﬁﬁiﬁﬁ
ERBEREBRAA ([ZBER])
FPEERFREZRBOMERERARA
AI(TERLEBR] ReEEBENM ([BEH
BREASEABENOEE ((BLE
2] WEREE S R A AR 29,101,000
7T M A R #515,512,000 7T © Ht sk (B 571

ME AAREEHZBERASE
EBENRELCERBREELSEMUME

RHEEETR
B IRME -
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2021

BE—T——

1.

FRA=+RIEARER

GOODWILL (Contd)

The recoverable amount of the Anhui Hualin CGU has been determined
based on a value in use calculation by reference to a valuation report
prepared by an independent professional valuer. The calculation uses cash
flow projections based on financial budgets approved by the management
for the next five (31 December 2020: five) years. Cash flows beyond the five-
year (31 December 2020: five-year) period are extrapolated using growth
rate of 3.0% (31 December 2020: 3.0%). A pre-tax discount rate of 16.1% (31
December 2020: 17.5%) is used for this CGU and derived using risk-free
rate, the market return and CGU specific factors.

The recoverable amount of the Kangxin Hospital CGU has been determined
based on a value in use calculation by reference to a valuation report
prepared by an independent professional valuer. The calculation uses cash
flow projections based on financial budgets approved by the management
for the next seven (31 December 2020: seven) years. Cash flows beyond the
seven-year (31 December 2020: seven-year) period are extrapolated using
growth rate of 3.0% (31 December 2020: 3.0%). A pre-tax discount rate of
14.9% (31 December 2020: 15.4%) is used for this CGU and derived using
risk-free rate, the market return and CGU specific factors.

The key assumptions are growth rates and pre-tax discount rates which
are estimated based on past practices and expectations of future changes
in the market. After taken into consideration of the historical performance
and most recent actual performance of the Anhui Hualin CGU and Kangxin
Hospital CGU, the directors of the Company believe that any reasonably
possible change in any of these assumptions would not cause the carrying
amount of each cash generating unit to exceed its recoverable amount.
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Notes to the Condensed Consolidated Financial Statements

AR E M SRR M &
For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

12. ACCOUNTS AND OTHER RECEIVABLES 12. FEWERF & E At FE U R

At At

30 June 31 December

2021 2020

R-B-—F RNZEB_ZTF

ANA=+H +tZAR=+—H

RMB’000 RMB'000

ARET T ARET T

(unaudited) (audited)

(REER) (BEZ)

Accounts receivables FEULBR 3R 236,739 212,400
Less: Allowance for credit loss B EEEERE (6,381) (7,694)
230,358 204,706

Prepayments to suppliers TEAT B P SRR 13,141 16,442
Interest receivables S FI] B, - 594
Others HAh 34,676 26,937
278,175 248,679

The individual patients of the Group would usually settle payments by cash,
credit cards or government’s social insurance schemes. For credit card and
mobile payments, the banks and counterparties will normally settle the
amounts approximately 30 days after the transaction date. Payments by
the PRC government's social insurance schemes will normally be settled
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's medical insurance schemes
ranged from 30 to 180 days from the transaction date. Corporate customers
will normally settle the amounts within 90 days after the transaction date by
bank transfers.

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:

AREBRNEAARA—BRARE 28
FRMFHRAZEE - HRERAF
mg%ﬂiﬁ’ﬁﬁ&*%mﬁiiﬁﬁ‘@
EXSEHEBHKREEER - B 6B
FEBFOE R ME J A
Eh*imzﬂ%)%%féambﬁ%zf =
REBETEIM R A REEER T AEL
BATEBFY - B %Elﬁﬁtu?soiwo
KANEEE - RBIBFPEHE— RN

Hi1% 903&@&&@%&%%%%2%&? o

ERMERRKEERB 256 E
WK (R EEBRER) MRk
e

At At

30 June 31 December

2021 2020

R-ZEZ—F RZIZZZTHF

~B=+H +-A=+—H

RMB’000 RMB’000

ARET T ARBEF T

(unaudited) (audited)

(REEERZ) (TEz)

Within 30 days 30 RIAK 92,910 121,199
3110 90 days 31E 90K 88,910 36,124
9110180 days 91E 180K 36,489 43,012
18110 365 days 1812 365K 8,773 2,992
Over 365 days HBiA 365K 3,276 1,379
230,358 204,706
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

13.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

13. BAVFEFAEBENEREE

At At
30 June 31 December
2021 2020
R-ZBZ—F RZZT_FTHF
ANA=tTH +t—A=+—H
RMB’000 RMB'000
ARET T ARET T
(unaudited) (audited)
(REEZ) (=)
Portfolio investment fund (note (i) REEAES (KRN 70,546 67,663
Structured bank deposits (note {ii) EEMRITE R (BREG) 500,000 400,000
570,546 467,663

Analysed for reporting purpose as: MBEEMITWOT
Current assets MENEE 500,000 400,000
Non-current assets ERBEE 70,546 67,663
570,546 467,663

Notes:

(i)

(ii)

As part of the Group’s cash management activities, the Group has a portfolio
investment fund, the underlying portfolio of which includes a mixture of cash
and shares that are primarily listed in Hong Kong. As at 1 January 2020, the
portfolio investment fund was maintained by a discretionary fund manager
and measured at fair value. During the year ended 31 December 2020, such
portfolio investment fund was disposed of and part of the proceeds were
rolled over to a new portfolio investment fund. At 30 June 2021, the Group
currently does not expect any immediate use of the new portfolio investment
fund in the short term and thus, the new portfolio investment fund is classified
as non-current assets. The Group may at its discretion redeem the new fund
subject to the relevant procedures, requirements and restrictions.

The Group invested into structured deposits with banks in the PRC for
guaranteed principal and variable investment returns. The 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
IR AR S B TS SRR T 5

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

14.  ACCOUNTS AND OTHER PAYABLES AND PROVISION

14, FEAS BRR R B At BB A FRTH R 5%

&

At At
30 June 31 December
2021 2020
R-ZBEZ—F RZZTZFTF
ARA=+H +tZA=+—AH
RMB’000 RMB'000
AREET T ARBTT
(unaudited) (audited)
(REEZ) (&%)
Accounts payables FETBR R 281,249 256,802
Accrued expenses R X 85,093 94,045
Receipts in advance (note) TE R aE (B EE) 182,880 100,659

Payables for acquisition of property, WHE % -« B FE KRB BN I8
plant and equipment 43,525 41,681
Other tax payables Hth fE T #7818 2,273 3,070
Others HAh 27,918 17,655
Other payables M E AT IR 341,689 257,110
Sub-total accounts and other payables JEAS BR 3R N L Ath B A< FRIE /N ET 622,938 513,912
Provision for medical dispute claims BEANRERE 2,979 2,956

Total accounts and other payables and JRE AT R 350 B EL A JRE A< R TE %

provision BiEmes 625,917 516,868

Note: Included in the balance are advances from the PRC social insurance
which represent operating cash of RMB142,471,000 (31 December 2020:
RMB52,533,000) advanced from the PRC government for the daily operations
of the hospitals operated by the Group.

The credit period of accounts payables is from 30 to 90 days from the
invoice date.

Mz &% eEPELeRBOBMAZ - A
B H B TE B A R 142,471,000
T(ZEZZEF+=-A=+—H: A
R #52,533,00070) ME LR & - A

RAEE MR

e RENEE

30290H

EEBRENRREE -

HABEREABE
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Notes to the Condensed Consolidated Financial Statements

R AR S B RS R R P aE

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

14.  ACCOUNTS AND OTHER PAYABLES AND PROVISION (contd) 4. BAERRREMESRERE
& (&)
The following is an aged analysis of accounts payables based on the date ERWE B B R FE N BR 58 BR e 0 AT
of receipt of goods: (I
At At
30 June 31 December
2021 2020
R=ZB-—F RZIZ_ZTF
~NA=+H +-A=+—H
RMB’000 RMB'000
AR¥ETT AREF T
(unaudited) (audited)
(REERZ) (BEZ)
Within 30 days 30 KA 70,451 72,662
31to0 90 days 31E£90K 147,946 108,215
9110 180 days 91 £ 180K 28,413 42,749
18110 365 days 181 £ 365K 1,174 15,473
Over 365 days HRiE 365 K 23,265 17,703
281,249 256,802
15. BANK LOANS 15. RITERK
At At
30 June 31 December
2021 2020
R=-F-—F RZIZTZZTF
~B=+H +-A=+—H
RMB’000 RMB'000
ARETFT AREF T
(unaudited) (audited)
(REEZ) (BEZ)
Variable rate secured bank loan (note (a)) BEMRITER OFBFN ) (5T () 234,188 204,647
Fixed rate secured loan (note (b)) AEBEF (BEFEX) (HiEb) 49,409 53,183
283,597 257,830
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Notes to the Condensed Consolidated Financial Statements
IR AR S B TS SRR T 5

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

15. BANK LOANS (Contd) 15. SRITER (&)
At At
30 June 31 December
2021 2020

RZEZ—F RZZZZTF
~B=+H +=ZA=+—H

RMB’000 RMB'000
AR®F T ARBFT
(unaudited) (audited)
(REEZ) (JEEZ)
The carrying amounts of the loans are EFEEENATRREEE:
repayable*:
Within one year —F R 15,740 7,574
Within a period of more than one year but not  — & R 4 Y HARfE A
exceeding two years 26,391 21,897
Within a period of more than two years but not I E L FE R HIE A
exceeding five years 80,952 73,549
Within a period of more than five years iR hF RN 160,514 154,810
283,597 257,830
Less: Amounts due within one year shown B RBBEE RN —FRE
under current liabilities HH) I8 (15,740) (7,574)
Amounts shown under non-current liabilities  3ERBI & EE T TR 50E 267,857 250,256
* The amount due are based on scheduled repayment dates set out in the loan * FEMREDREER BSOS
agreements. BHRBEEE -
Notes: Bt
(@) At 30 June 2021, the bank loan carried interest at the benchmark interest rate @ RZZTE_—FRA=+H RITEK
for loan offered by the People’s Bank of China and adjusted annually from ZERDZBESFAENFREAR
the drawn down date. The effective inferest rate of the secured bank loan is RITIRHMNEREENERGFE - 2K
5.82% (31 December 2020: 5.84%) per annum. The main purpose of the loan HIRITEFTNERFFER5.82% (=
is to finance the payment of phase 2 medical facility development of Kangxin ToEF+ZA=+—H :584%) °
Hospital and fo settle certain amount due to a non-controlling shareholder of BERFERRINELERE R
a subsidiary. RBEREHRE - WSS TREN
—EME RGN —BIFERREN
I o
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

15. BANK LOANS (Contd) 15. SRITER (&)

Notes: (Contd) MeE : (58)

(@) (Contd) (a (&)
At 30 June 2021, the bank loan was secured with the key terms and securities RZEZ—FXA=1+H " RITEX
pledged as follows: BER FERRRDERIZILFOT
(i financial guarantees provided by the Company, Mr. Wang Junyang, (i) BALQA - AEEXFEEL
chairman of the Group, B 5T B K £ # B R 2 &, a company LEC-REMRKAMBRA
controlled by Dongguan Xingye Group Co., Ltd. and 5 5% 53 1% &8 A (—HBEREmEXEERS
B B B R A7) (collectively referred as the “Guarantors”) with RABHEHNAR) REEE
respective maximum amount of RMB500,000,000 (31 December 2020: EREREBRAR (SiE1E
RMB500,000,000); and RADRENOBTBRER &8
==& B A AR 500,000,000
T(ZEZEF+_R=+—
H : AR#500,000,0007T)
&
il share pledges over the equity shares in Kangxin Hospital held by the il HARFARRZREBEERE
Company and R =R EEEREFR A A, AR RIFFA RO B # AR i
B B o
(b)  The fixed rate secured loan represents a financing arrangement with Industrial (b) ENENFERERERBE LS

and Commercial Bank of China Leasing Co., Ltd., an independent third party.
Pursuant to the arrangement, the Group has transferred legal title of certain
medical equipment to Industrial and Commercial Bank of China Leasing Co.,
Ltd., and shall then be leased back for use by the Group. Upon expiry of the
lease term, the Group has an option to repurchase these medical equipment
at a cash consideration of RMB1. At 30 June 2021, the carrying amount of
these medical equipment is approximately RMB38,867,000 (31 December
2020: RMB45,517,000), and is guaranteed by the Guarantors.

The transfers of these medical equipment do not satisfy the requirements
of IFRS 15 to be accounted for as a sale of assets. The Group continued to
recognise the transferred assets and initially recognised a secured loan
equal to the transfer proceeds. At 30 June 2021, the carrying amount of the
borrowing in respect of such arrangements amounted to RMB49,409,000
(31 December 2020: RMB53,183,000). The loan carried effective interest rate
of 6.74% (31 December 2020: 6.74%) per annum and would be settled with
quarterly instalments until September 2027.
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16.

Notes to the Condensed Consolidated Financial Statements

DEFERRED TAX LIABILITIES (ASSETS)

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

16.

AR E M SRR M &
For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

BE)

AN R AP 5 R 1 5 R R e el
MIBREHREE(BE) MEZH:

EEFIEEE (

Accelerated  Pre-operating

fax expenses
depreciation written off Total
IERFRIE  WEEE A
e (53 et
RMB'000 RMB'000 RMB'000
ARETT ARBTT AR®TT
At 31 December 2020 (audited) N_ZE_TF+H
=+—H(&ER) 25,819 (3,874) 21,945
(Credit) charge to profit or loss (Note 7) (Bt A) HBr1Ez (MH5E7) (324) 392 68
At 30 June 2021 (unaudited) RZZE-Z—FA=+H
(RigEZ) 25,495 (3,482) 22,013
At 1January 2020 (audited) RZZEZTF—A—H &
BF12) 26,032 (4,649) 21,383
(Credit) charge to profit or loss (Note 7) (BT A) Br Bz (MF3E7) (299) 546 247
At 30 June 2020 (unaudited) RZZ_TFRA=+H
(REER) 25,733 (4,103) 21,630

At 30 June 2021, the Group had unused tax losses of approximately
RMB354,350,000 (31 December 2020: RMB254,047,000) 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 2021, the Group has deductible temporary difference
for pre-operating expenses written off amounted to approximately
RMB13,930,000 (31 December 2020: RMB15,496,000). A deferred tax asset
has been recognised in respect of the deductible temporary difference
of RMB13,930,000 (31 December 2020: RMB15,496,000) at the end of the
reporting period.

R—ZZE-_—FXA=ZFTH A&
BEEXRFRABREBRNAARYK
354,350,000 L (ZE-FF + = A
=+—H: AR #®254,047,0007T) A]
I EH AR TR F o B A I B DA TE A -
Eit I Est iz SR IE BB RRIEER
HEE -REAMBIEEET UG
EEEZFEERZAFEE LUK
SHAR R IERRF AR o

RZE-Z—FNA=Z+H A£EHN
AR S AT A R
45 AR #13,930,000C (ZE-EF
+=-B=+—8: AR#15496,000
JC) c RREHIR - Bt AN E st
EF A ARE13,930000L (ZE-F
F+-A=+—H: AR¥15496,000
T ERIERERIBEE -
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Notes to the Condensed Consolidated Financial Statements
LRSS e -

For the six months ended 30 June 2021
BHE-_ZT-_—FA=1+HILAEA

17. SHARE CAPITAL 17. BRZA
Number of
domestic Number of
shares H shares  Share capital
NEREE HIR&HE [
‘000 ‘000 RMB’000
T Fix AREBFT
At 1January 2020 (audited), RZZE-_TF—H—H
31 December 2020 (audited) and (BEZ) —ZT-FF
30 June 2021 (unaudited) +ZA=+—8(&FE%)
r—E-—FXA=+H
(REER) 250,000 84,394 334,394
18. CAPITAL COMMITMENTS 18. BAEIE
At At
30 June 31 December
2021 2020

R-ZBZ—F RZZT_ZTHF
AA=+8A +=ZA=+—8

RMB’000 RMB'000
AREET T ARBTTT
(unaudited) (audited)
(REBER) (& &%)
Capital expenditure in respect of property, REGREE M BHREP RN
plant and equipment contracted for but not BERBHENYE  WEREREN
provided in the condensed consolidated BEARFX
financial statements 223,324 255,496
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19.

Notes to the Condensed Consolidated Financial Statements
IR AR S B TS SRR T 5

For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

BRI R

GREASEMEHRREMESHMNE
RS EARREEIN  REBBET
NIATEBITRS

RELATED PARTY DISCLOSURES 19

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:

As at/ As at/
For the For the
six months six months
ended 30 June  ended 30 June
2021 2020
R-BZ-F R-IZT-TF
AR=+R/ K~A=+8H/
Name of related companies Relationship Nature of transactions HEZAL BEZALE
CE NSRS B1R RH5MHE ~MEA ~NEA
RMB'000 RMB'000
ARBET T ARETT
(unaudited) (unaudited)
(REER) (REEER)
Kanghua Group Shareholder Inferest expenses on 4,362 4,953
lease liabilities
FELE BRR MERBZAERX
Lease liabilities 144,507 165,964
HEaE
Lease payment 21,247 17,841
MERK
Dongguan Tongli Enterprise Non-controlling shareholder of Interest expenses on lease 836 949
Co., ltd. Dongguan Renkang Hospital liabilities
Co., ld.
REMRANEXZERAT SCRBERARLAN MERBZHNERX
IR
Lease liabilifies 27,691 31,802
HEa’E
Lease payment 3,303 2,983
BERR
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Notes to the Condensed Consolidated Financial Statements
B RR4R & B IS SRR 5T

For the six months ended 30 June 2021

HE-TZ-—FA=1+HIEAEAR
19.  RELATED PARTY DISCLOSURES (Contd 19 BIEESWE (&)
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
2021 2020
—E-—F —EEAF
RMB’000 RMB'000
AREET T ARBTIT
(unaudited) (unaudited)
(REBER) (REEER)
Fees iikn 540 810
Salaries and allowances e RoRhh 938 968
Retirement benefit schemes contributions IRRAEFIET B (R 30 17
1,508 1,795
20. CONTINGENT LIABILITIES 20. AEE

The Group is involved as defendants in certain medical disputes arising
from its normal business operations. Except for those disputes with
provision made as disclosed in Note 14, the management of the Group
believes that the final result of other medical disputes with total claims of
RMB5,517,000 (31 December 2020: RMB6,792,000) as at 30 June 2021
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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21.

Notes to the Condensed Consolidated Financial Statements

AR E M SRR M &
For the six months ended 30 June 2021
BE-_Z-_—F-A=t+HLEA

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 21 ERMIANATEFE
Other than the financial assets carried at fair value as detailed in the BTIRAFLZAFEIENSHE
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 RS B HRER R AR A
in the condensed consolidated financial statements approximate their fair TRTANREESREEEQNFERS -
values.
Fair value Fair value
as at as at
30 June 31 December Fair value  Valuation techniques
2021 2020 hierarchy  and key inputs
e RZBEZTHF
ANA=+H +ZA=+—H NEE HERDR
WATE MAFE g EE@ A
Financial assets RMB’000 RMB'000
TREE ARBT T AREFIT
Portfolio investment fund 70,546 67,663 Level 2 Quoted price from a financial
institution
REHEES FH WEREEEE
Structured bank deposits 500,000 400,000 Level 2 Quoted price from financial
institutions
EEERITER B WMEKRBDEEE

There was no transfer between Level 2 and other Levels in both periods.

RAESMER - 8 R EEMERZ
I S o
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Definitions

Adjusted EBITDA
[ 4% 822 EBITDA

Anhui Hualin

[ FR

Anhui Hualin Group

[Z RS

J i

J

Audit Committee

EE3

Board of Directors or Board

3-8
CG Code
[xEAR<TAI
Company

ZAYNCIN

Controlling Shareholders

[ 2R AR IR

Director(s)

[E%]

the earnings before accounting for bank and other interest income, interest expenses,
taxes, depreciation and amortisation, fair value gain/loss and investment income from
financial assets at FVTPL, exchange gain/loss and impairment of goodwill
BRERTT R EAM A BWA - MBRX - T8 - TEREE BRAFEAABRNDR
BEATERZ BB REKA  EBRKEEEINENEKEERE

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

Anhui Hualin together with the entities the results of which are consolidated into its financial
statements
THEREREEAHIEMBRERTOES

the audit committee of the Board
EEeFEZEEY

the board of Directors of the Company
RRAREEE

the Corporate Governance Code contained in Appendix 14 to the Hong Kong Listing Rules

AR LTHRAME+OAENCERERTAD

Guangdong Kanghua Healthcare Co., Lid. (& 5 BE ¥ & /& i% 9 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)
BREEEEBRNARAF  —KBRBHEEEKINKROHERAR - HHRNE
BB P AR T (AR 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”
EREARLTRAMETORE BIEXBESEME BIEBHELE EERELL -
FRELE FEEE RUEREE FTEHLLREEVMEER—EARRRIERERR -
miEEsan— B ERRER]

the director(s) of the Company
ZA/NECTE=E=
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Domestic Share(s)

[RE K]

Group or we or our

NS REAE:AEE

H Sharel(s)

[HAX

HK$ or Hong Kong dollars

[Tl

Hong Kong
(&

Hong Kong Listing Rules
[&F& EmRA

Hong Kong Stock Exchange
[ &8 B 2P

Huaxin Building
[ VE

Independent Third Party(ies)

E
b

(B E=7]

Kangdi Enterprise

Definitions

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 traded on any stock exchange

RRABREFEBREERSARELO TIAARERBIARS AR AN E B -
WEHRBAAREERAESFR S LM HHIE LT

the Company and its subsidiaries
EANYNSIDNENiG )= NC]

overseas listed foreign invested ordinary sharel(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

RRAAEBREAFFREEARELOOTTHIRIN EHINE BMAR - REBBZAA
FRET

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

the Hong Kong Special Administrative Region of the PRC
B EF B RITTHR

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
(BERABMARGMBRARER EMARD - ETRHERT - Mz A H M7 &K

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
BREBRELE  BEoRRESEBRERSE

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

REFELTRA - FERES EWARRE THRE  WIERNQFREEALHEM
B AL

Dongguan Kangdi Enterprise Co., Ltd. ((RZE T EE 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 (F B 1) and 50% by Ms. Wang Keying (= 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

RETRTEFARQA  —FZR_Z—WFLtA-THREFEKINERAF
EREHEITRCAEREAELTRFENNS REHRETREZKOKXNERTEL
FTEMELREL - BT EEMCREB A 15% 1R HE
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Definitions

Kanghua Group

[FRESHE ]

Kanghua Hospital

[ERE B b

Kangxin Hospital

[EE B8P

Model Code
[Z2E=F Al

08&G
(B ERH

PRC or China
[ F =

PRC Company Law

[FRERFDE]

Prospectus
[HBRERE ]

Dongguan Kanghua Investment Group Co., Lid. (R BEE R EEB AR A A,
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 acting together as a group of Controlling Shareholders
REMREREEEAERAG — KR T _F=A-T+NBEHREXKIHER
RARBMAER —2ERKER  HEARALS9.06%#%0 EARBRERELHEER
ITERERLTERI46% % 254% - REERE - TEHLLE  EFRLL  HEEHEH
BREEASELE - TR T NEEYRIFERS —EERRE —B1T8

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

REREZEBRAERAG —ZXR_ZZRFNAATABEFEKINERAR - B
RARBNZEWNERF

Chongging Kanghua Zhonglian Cardiovascular Hospital Co., Lid. ( & B B & 52 B 0 M &
TR BB A BR A A]), a limited liability company established in the PRC on 10 June 2014 and a
non-wholly owned subsidiary of the company

EEREFBONERBREBRAF  — KR _E—WFA+BEREXIHE
REFEARAKARBIFE2EMBRF

the Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix
10 to the Hong Kong Listing Rules
BB LIRS TAE(ETETAEFTETESRHEETRD

obstetrics and gynaecology

fmER

the People’s Republic of China
hEARLM

the Company Law of the People’s Republic of China (# # A B £ M B A 7] J%), 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

(REARHANMBERRNE)  ABFT_E2RARRKRGEBZEGN _ZE—=F
TZAZTN\BEAYEB BT -HFE=A—BREN  BTRHET @Ak
LAE 75 A& 2R

the prospectus of the Company dated 27 October 2016
ARFRBMAE-—RFTAZ-T+HNBEKRER
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Renkang Hospital

(R &b

Reporting Period
[HREH Sk [ #E AR

RMB
(AR

SFO

[7& 5 K R 5P
Sharels)

[Bxtn

Shareholder(s)
[ A% 2R

subsidiary or subsidiaries
Mgzl

substantial shareholder(s)
[FERE]

Supervisor(s)

(B2

Supervisory Committee

(e &

Definitions

Dongguan Renkang Hospital Co., Ltd. (R ZE{= FE B Fx A BR 2 7]), a limited liability
company established in the PRC on 23 August 2005 with 57% of its equity interest being
held by the Company, 15% by Kangdi Enterprise, 15% by Ms. Zhang Dandan and 13% by
Ms. Wang Aier, respectively

RECERBRERAR  — KR ZEEAFNAZT=ZBHEFEXIHERAF -

HBEDRIHARR RTHEE  FANLKEIREERZLHFS7% 15%  15% K%
13%

the six months ended 30 June 2021
BE-_Z-—FXA=Z1+BI~HEA

the lawful currency of the PRC
hEDEE &

the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time
BEEDIE SN ECEF LB GO (B AREET - 7Rk AR 5 g0

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)

ARRBEATEREAEBEBAREILOTHRS - BERNEREHAR

holder(s) of the Sharels)

LSGESTZEDN

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

BB EBENNE 622 (A BMEHND I T 3% AR RE

has the meaning ascribed thereto in the Hong Kong Listing Rules
HEEEB LTHRAE FZANEE

the members of the Supervisory Committee

the Company’s supervisory committee established pursuant fo the PRC Company Law
RAFIRBRERARDERIMESESE
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Definitions

Tongli Enterprise

[RANEX]

Wang Family
[ERKK]

Xingda Property

Xingye Group

[FR&EE]

%
%

Dongguan Tongli Enterprise Co., Ltd. (R3[| /7 & % B R 2 7]), 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% 7+ 7}) and 13%
by Ms. Wang Aier (£ & 52), respectively, all of whom are members of the Wang Family,
being aunts of Mr. Wang Junyang. Pursuant fo 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 (T 3 k)

REMBEAOWBEEBERAR —ZREZE=FAZT=AAFPEKRIHNERA
A HREDHEEHRL EERLL FAAXKEIREERLEFHFFA%

29% ~ 15% % 13%  REBDB/ERFKGHKEREELG LENERHER - RIFEKX
RIEPHRBALZH ()| ERRA L (EZHRENGR]) IERREELLAERE
HRRANEX 6% #ER : i)l EEHR L (EZHRENGEE NRERSEAENRS) R
ERREBDALERREREEDIFAERB NER15%Ea R 6.5% s + K i)
IEPRTRAERRENKEERAERANE R 5% ER

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

REBEAPAERESHMAEENRKEKE - B0 EF22 ;i) ELBLBER 5 (i) H 2
BRI ECAS R liv) B L B IR F &K

Dongguan Xingda Property Investment Co., Lid. (BR5e M EEWEK EHFR Q2 7)), 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 together as a group of Controlling Shareholders
REMBEEYMEREARAG  — ZR_ZET—F+_ATHEBEHRBEKIHEAR
RARKEMER—BERRE  BERRGA822%%m  HEARAINEEREE
YL LTRHEAS0% - BIEYE  HRUEREE TEHLL TEBLLE TEERLT
FRESERBEEEEER —EERBRR %7

Dongguan Xingye Group Co., Ltd. (R 5271 # 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 50% by Mr. Wang Junyang,
as to 37.5% by Dongguan Kangwei Industrial Investment Co., Lid. (REET EEEXIRE R
[} 2 |]) and as to 12.5% 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

REMBEXEEARAT  — KRR —NANEFOATHBEFRBIKIHBRATR
BMEP—ZZERRE  FERATNT748% s ERTEHLE  REMEE
BEXEREARRRILERRL LT HBIBEA50% ~ 37.5% [ 12.5% - BEKE - TEH
Tk CITEBRERT  RESE REKXEE IEFHLLREEVEER—EER
IR —BATE

percentage ratio
ERalidi s
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