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Financial Highlights
MHEEE

KEY FINANCIAL PERFORMANCE FEB &R

For the six months ended 30 June

BEAA=TRHLEAEAR

2018 2017
—B-N\E —Z—+F
PoP Change RMB’ 000 RMB'000

gt AR®TR ARETRT

Revenue 25 +16.3% 738,589 635,302

Gross profit EF +4.6% 168,048 160,659

Gross profit margin EFI= -2.5bp. 22.8% 25.3%

Profit before taxation % R BT F +14.0% 116,229 101,979

Profit for the period attributable to owners RN TR AJEIEHAEF +189% 85,632 72,043
of the Company

Eamings per share - basic (RMB cents) FREABH(ARED) +19.1% 25.6 215

RMB million AR BETT

Revenue W3 Profit for the period attributable
to owners of the Company

7386 . ADIREABEBAER,,
6353 "i' ; '\ .
H""r .‘ p
A il a

2017 2018 Gross Profit £ 2017 2018

Profit for the Period i A3z 160.7

89.4 “Se

2017 2018

2017 2018
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Financial Highlights
BBEEE

PATIENT VISITS A AKX

@ No. of outpatients A No. of inpatients
BEVNN == FEBR AR
. ............................................................ . .. __________ ‘_ﬁ _________________________________________ .
thousand visits 765.4 thousand visits
F AR 718.8 F AR

I

2017 2018 2017 2018

REVENUE POP GROWTH OF MAJOR HEALTHCARE DISCIPLINES £ ERZEHA[E L 7 iE

Tttt

0&G related Cardiovascular Internal medicine General surgery Orthopaedics Neurology
disciplines related disciplines related disciplines related disciplines related disciplines related disciplines

mER N AR ZEME B wREs

BBANE BRRE BENE BENE BERE BBRRE

REVENUE PROPORTION BY MAJOR HEALTHCARE DISCIPLINES* 3 B 88 ER B R} Ut 35 b i+

2018 | 2017

(M

' 0&G related disciplines
HFENBRERNE 19.7% | 21.2%

Cardiovascular related disciplines

LIERBRE 12.5% | 12.4%

Emergency medicine related disciplines
5.3%|5.7% SDEBRNE

Paediatrics related disciplines
3.4% | 3.3% REBSEERNE

e

i

Internal medicine related disciplines
Neurology related disciplines RERIERERE 12.0% | 10.7%

6.7%| 6.7% HREBEFENE

General surgery related disciplines .
ZEMEERE 8.8% | 8.8%

i
i

Other disciplines:
including Medical aesthetic related disciplines,
Oncology related disciplines, ertg

HER = Orthopaedics related disciplines
. BEBEXIRR gﬂﬁp@ﬂg P 7.0% | 6.9%
24.6% | 24.3% EERERE
* The amount does not include revenue from rehabilitation and other healthcare servces, hospital * ZeHETEEREREMBERE  BRE
management services and sales of phamaceutical products. 18 RS e S E Y s -
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Management Discussion and Analysis
EEENWR TN

BUSINESS REVIEW AND OUTLOOK

Business overview for the six months ended 30 June 2018

In the first half of 2018, the Group continued to deliver promising operating results and
growth. During the current period, we successfully acquired 57% equity interest in Anhui
Hualin. Anhui Hualin directly and indirectly holds sponsor interests in certain private non-
enterprise entities in the PRC, including one class Il rehabilitation hospital, one class |
general hospital, nine rehabilitation centres for the disabled and one vocational training
school in Anhui Province, the PRC. The Board expects that the acquisition will generate
significant synergistic value to the Group and further expand the Group's footprint in the

healthcare industry in the PRC.

¥BEEARESE
BE_E-NEXAA=ZTHLAEANER
BE

“E-\FLE¥F ARERBAERTH
REXBNER - RAHRE - AP
ZRHERNST%IE - ZEERE R REEK
FETPHETRMIFCEEMMENERE
& BRPBEREE K _REERR  —
X—REAEBR WEKEREETLE—XK
BEIEVER -EZ2RAUBERALEHE
TREAMANRG - XA EPAEEE—F

MERNPEBRITRZRE -

Furthermore, during the current period, the Group entered into the acquisition agreement
to acquire the 60% equity interest of Zhonglian Cardiovascular Hospital. The acquisition
was completed on 31 July 2018 and Zhonglian Cardiovascular Hospital has become a
non-wholly-owned subsidiary of the Company. The Board considers that full integration
and consolidation of Zhonglian Cardiovascular Hospital into the Group's operations will
enable the Group to benefit from the operating prospects of Zhonglian Cardiovascular

Hospital to a greater extent in the long term compared to a management arrangement.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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Management Discussion and Analysis

Hospital Services

The Group's owned hospitals, namely Kanghua Hospital and Renkang Hospital, have
delivered solid and promising results, in particular (i) the total number of inpatient visits
reached 30,507 (six months ended 30 June 2017: 28,208), representing a period-on-
period increase of 8.2%; (ii) the overall average spending per inpatient visit amounted
to RMBI13,970 (six months ended 30 June 2017: RMBI3,410), representing a period-
on-period increase of 4.2%; (iii) the overall bed utilisation rate increased to 87.8% (six
months ended 30 June 2017: 84.0%); (iv) the average length of stay was slightly lowered
to 7.6 days (six months ended 30 June 2017: 7.8 days) as a result of further optimisation
in clinical processes; (v) the total number of outpatient visits reached 765,370 (six months
ended 30 June 2017: 718,752), representing a period-on-period increase of 6.5%; (Vi) the
overall average spending per outpatient visit amounted to RMB338 (six months ended 30
June 2017: RMB321), representing a period-on-period increase of 5.2%; and (vii) the total
number of surgical operations reached 18,875 (six months ended 30 June 2017: 18,685),

representing a period-on-period increase of 1.0%.

The table below sets forth certain key operational data of the Group's owned hospitals

for the periods indicated:

EEENWR D

BRB%

AEBBRENER  DFEEBRLCFE
B - BIERIFEIEE - BRI : () ERAKR

BBUENSO7R(BE_ZE—tFRA=T
ElJt/—\flﬂ $28208%)  RILLIEMB2% ;
(VBEERBANBETORIAARK
13970 L(BEZZE—tFRA=THILR
BAH: AR®I134107T) @ B R42%:
(iVRANBEBEAXRERI78%(HEZ
E—tFRNA=ZTHIEREA :840%)
(v BRE—FEBBRERE  FHERX
HNERETOR(BEZZE—tF AT
BIEABA:78K): vHZBARED
765370% (HE-E—+F X A=1THIN
BR 7187524 ) MLBR65%: (vi)§
AP RARNBETEIERARKE 38T
(HE-ZE—+tFRA=THLEREA: A
R¥3207)  RLERS2%: R (vi) s
FBEE 18875 R(BET—+FX
A=Z+HIEANMEA - 18685R) AR
1.0% e

TREIAEBREANBRA A RARNE
TIBREEHE

For the six months ended 30 June

BEAA=THLEAEA

Change 2018 2017
L G
Inpatient healthcare services {EBE BB AR
Number of registered bed BERREE — 2,460 2,460
Inpatient visits EB AR +8.2% 30,507 28,208
Average length of stay (days) FHARAEH(KR) 02 7.6 78
Average spending per visit (RMB) BARFHARZ (ARETT) +4.2% 13,969.5 13,409.8
Outpatient healthcare services MY BRRE
Outpatient visits FIZ AR +6.5% 765,370 718,752
Average spending per visit (RMB) BARFHARZ (ARETT) +5.2% 338.1 3213

EREEBEROERAR
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Management Discussion and Analysis
EEENWR TN

Kanghua Hospital

In the first half of 2018, Kanghua Hospital successfully passed Grade A Class Il general
hospital rating review by the Health and Family Planning Commission of Guangdong
Province. Such rating signifies an important milestone for Kanghua Hospital and recognition
of its quality service offerings. The Board is optimistic that Kanghua Hospital will continue
to excel in delivering exemplary healthcare services and maintain its leading position
in the private healthcare market in the PRC. During the Reporting Period, Kanghua
Hospital continued to strictly adhere to the operating standard of a Grade A Class Il
general hospital and improve on key aspects of operations, including comprehensive
management, medical capability, quality of nursing care, pharmaceuticals and infection
control. In particular, during the current period, (i) Kanghua Hospital's haematology
centre developed the capability to independently perform MICM diagnosis system of
haematological diseases, which we believe is the first unit developing such independent
capability in Dongguan; (i) Kanghua Hospital's clinical trial centre passed review by an
independent and qualified organisation and became one of the few private hospitals in
the PRC to obtain clinical trial accreditation; (iii) Kanghua Hospital further strengthened its
cooperation with lower-tier hospitals and community healthcare centres and established a
number of technical support access and mutual patient referral systems; and (iv) Kanghua
Hospital committed considerable resources to recruiting quality healthcare professionals
and management personnel from reputable hospitals in Guangzhou and providing external

and internal comprehensive training opportunities to its staff.

During the current period, Kanghua Hospital — Huawei Clinic, an outpatient division of
Kanghua Hospital that commenced operations in August 2017, experienced a significant
increase in patient visits. Healthcare professionals of the clinic were given training and
first-aid exercise to improve their emergency care capability and ensure they deliver
standardised medical practice. The clinic also participated in numerous community
activities, such as voluntary clinic, with a view to improving its reputation and attracting

patients. During the current period, the clinic received more than 9,800 outpatient visits.
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Management Discussion and Analysis

Renkang Hospital

Renkang Hospital has taken an active part in the establishment of medical union in
Dongguan and further the development of various disciplines. The hospital established
maternal first-aid medical union with Dongguan Maternal and Child Health Hospital,
and established respiratory specialized medical union with Dongguan People’s Hospital.
Furthermore, Renkang Hospital was also recognised as a cooperating hospital of the

National Stroke Centre.

Renkang Hospital entered into cooperation with a leading enterprise in Chinese
Medicine to establish a training base for Chinese doctors, which we believe is the first in
Dongguan, with a view to further improveing Renkang Hospital's development on Chinese
Medicine. Renkang Hospital obtained the qualification of Dongguan’s occupational disease
examination in 2017 and began offering such service in March 2018. During the current
period, Renkang Hospital provided occupational disease examination service to more than
1,800 patients, and we expect that the market demand for such service will continue to

rise.

During the current period, Renkang Hospital had begun the preliminary work for applying
for a Grade A Class Il general hospital rating. We expect that Renkang Hospital will be
able to substantially complete clinical inspections and information preparation as soon as

end of 2018 and submit the formal application to the relevant health authorities.

EEENWR D

CEEsR
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Management Discussion and Analysis
EEENWR TN

T BFIRAFTT ER R 15) t as
i

The table below sets forth the revenue contribution by healthcare disciplines for the

periods indicated:

For the six months ended 30 June

BEAAZTHLAER

2018 2017
—E-N\E “T+tF
% of % of
revenue of revenue of
the Group’s the Group's
owned owned
hospitals hospitals
HMERRE NEAEE
Change RMB'000 HEABRM RMB'000  HEHERA
Healthcare disciplines B2En 2% AR%Trn WHEEIH ARETT U&EES
O8G related disciplines FEMEBEARE +5.0% 141,145 19.7 134410 212
Cardiovascular related disciplines LIEBBME +14.0% 89,618 125 78590 124
Internal medicine related disciplines AREBRE +25.9% 85,539 120 67950 10.7
General surgery related disciplines LEIEEBEE +13.6% 63,051 8.8 55,524 8.8
Orthopaedics related disciplines BRAEBRE +13.8% 50,065 7.0 43986 69
Neurology related disciplines BRBZEBNE +14.0% 48,077 6.7 42,188 67
Emergency medicine related disciplines SYRBNE +3.0% 37,449 53 36,373 57
Paediatrics related disciplines REBZEWNE +13.8% 23,934 34 21,031 33
Medical aesthetic related disciplines BEEXNEENE -109% 5817 22 17,751 28
Nephrology related disciplines EHEEHARE +9.1% 16,154 23 14812 23
Oncology related disciplines EREBNE +20.6% 13,930 1.9 11554 18
Physical examination Bkl +21.0% 30,163 42 24938 39
Other disciplines Hi B RRIE +17.8% 100,151 14.0 85,006 135
Total* @t 715,093 100.0 634,113 100.0
#  The amount does not include revenue from rehabilitation and other healthcare services, hospital # ZEeBTOEREREMBERYE BRE

2RI RS B e -

management services and sales of pharmaceutical products.

Note: The Group's healthcare disciplines can generally be classified into clinical disciplines and medical st - REENBEIR KD REBERERAME
BRITER - BERMENBBHRKINMN
EXTRRHDENAEE - BREER
MEMREHRBELANKREBREEAGEL
PRAS AV AR R ER AR B R P 7GR -

technology disciplines. Medical technology disciplines provide diagnostic and treatment support
according to the requirements of clinical disciplines from time to time. Revenue derived from
services delivered through medical technology disciplines is generally recognised in the relevant

clinical disciplines that utilised such services.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
INTERIM REPORT 2018




Management Discussion and Analysis

In the first half of 2018, Kanghua Hospital performed: (i) 917 cardiovascular interventional
surgeries (six months ended 30 June 2017: 861), representing a period-on-period increase
of 6.5%; and (i) 5,619 surgeries with level 3 or level 4 complexities (six months ended 30
June 2017: 4510), representing a period-on-period increase of 24.6%. O&G disciplines,
internal medicine disciplines, cardiovascular disciplines, general surgery disciplines and
orthopaedics disciplines remained to be the top revenue generating disciplines of the
Group for the first half of 2018, accounting for approximately 60.1% of the Group's total

revenue in hospital services in the same period (six months ended 30 June 2017: 60.0%).

During the six months ended 30 June 2018, (a) our O&G related disciplines have
become a stable revenue driver of the Group and have recorded a period-on-period
revenue increase of 5.0%, primarily attributable to (i) the Group's continuous efforts
of expanding O&G related workforce and medical facilities; (i) the further penetration
of two-child policy in the PRC; and (iii) continuous strong demand for reproductive
medicine services with a period-on-period revenue increase of | I.1%; (b) revenue from
cardiovascular related disciplines recorded a strong period-on-period increase of 14.0%,
primarily attributable to the Group's significant improvements in clinical resources and
service capabilities as well as the Group’s continuous growth in industry reputation within
Guangdong Province; (c) revenue from internal medicine related disciplines recorded a
significant period-on-period increase of 25.9%, primarily attributable to the recruitment
of reputable healthcare experts and professionals to improve the service quality and
overall treatment efficacy; (d) revenue from oncology related disciplines recorded a
significant period-on-period increase of 20.6%, a turnaround from last year's period-on-
period decrease, primarily attributable to the recruitment of new oncology professionals
in 2017, which had the effect of attracting patients to Kanghua Hospital; and (e) physical
examination services recorded a period-on-period considerable increase of 21.0%,
primarily as a result of the full impact of the additional revenue derived from Kanghua
Hospital — Huawei Clinic, an outpatient division of the Group that commenced operations
in August 2017. The Group will continue to recruit qualified and reputable healthcare
professionals, accelerate the installation and implementation of medical facilities and
comprehensively promote the development of these disciplines, as well as improving the

capability to receive and treat critical patients.

EEENWR D
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Management Discussion and Analysis
EEENWR TN

The Group's special services are high-end healthcare services that extend beyond basic
medical services and are specifically catered for the more affluent patients who are willing
to pay a premium for higher quality and customised healthcare services not generally
available in public hospitals. The Group's special services consist of VIP healthcare services,
reproductive medicine, plastic and aesthetic surgery and laser treatment. In first half of
2018, the total revenue derived from special services amounted to RMB72.7 million (six
months ended 30 June 2017: RMB60.3 million), representing a period-on-period increase
of 20.5%. In the first half of 2018, the average spending per inpatient visit of VIP healthcare
services amounted to RMB23,785.9 (six months ended 30 June 2017: RMB19,905.3),
representing a period-on-period increase of 19.5%, primarily attributable to our more
premium service offerings from Huaxin Building (a complex in Kanghua Hospital dedicated
to VIP healthcare services), including comprehensive O&G services dedicated to VIP
patients and our ability to increase the pricing as our services matures. Our revenue from
VIP inpatient services recorded a period-on-period increase of 60.2%, primarily driven
by the increase in average spending and inpatient visits. The demand for reproductive
medicine remains strong with a period-on-period increase of 11.1% in revenue. The

Group will continue to accelerate the expansion of Reproductive Medicine Center to

increase capacity and better meet the rapidly rising market demand.
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Management Discussion and Analysis

BEEEFNRR DM
The table below sets forth some key operating data for the Group's special services: TR AEBFHRREHE THREEH
5
For the six months ended 30 June
BEASA=THLEAREAR
Change 2018 2017

Special Services IR e —E-N\E —E—E
VIP healthcare services BEEBRRK

Number of beds in operation BERKEE — 160 160

Inpatient visits Ek AR +34.0% 906 676

Average spending per inpatient visit (RMB) BARTHERFAX (ARET) +19.5% 23,785.9 19,905.3

Outpatient visits FI% AR -2.7% 27,330 28,083

Average spending per outpatient visit (RMB) & AR FHFIZRAZ(ARKET) +11.7% 548.1 490.8

Revenue (RMB'000) YWas(ARBFT) +34.1% 36,529 27,239
Reproductive medicine LEEZE

Number of outpatient visits P AR +8.8% 29,019 26,670

Revenue (RMB'000) YWas(ARBFT) +11.1% 29,488 26,537
Plastic and aesthetic surgery BREZANM

Revenue (RMB'000) Wam(AREFT) -10.9% 2,258 2,535
Laser treatment AR

Revenue (RMB'000) W (AREFT) +9.9% 4,387 3992
Total revenue from special services (RMB'000) 45 FREE A K H (AR% T ) +20.5% 72,662 60,303

EREEBEROERAR
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Management Discussion and Analysis
EEENWR TN

Rehabilitation and other Healthcare Services

During the current period, the Group completed the acquisition of 57% equity interest
in Anhui Hualin by way of (i) an equity transfer of 49.71% equity interest in Anhui Hualin
from an Independent Third Party, at a consideration of RMB58.66 million; and (ii) capital
injection into Anhui Hualin by the Group on a non-rata basis of RMB20.0 million. Anhui
Hualin directly and indirectly holds sponsor interests in certain private non-enterprise
entities in the PRC, including one class Il rehabilitation hospital, one class | general hospital,
nine rehabilitation centres for the disabled and one vocational training school in Anhui
Province, the PRC (collectively referred to as the “Anhui Hualin Group™). The Board
expects that the acquisition will considerably enhance the Group's business of disability
rehabilitation services, generate significant synergistic value to the Group and further

expand the Group's footprint in the healthcare industry in the PRC.

The Anhui Hualin Group has a stable cooperation with Anhui Disabled Persons Federation
and local governments in the provision of home-based care services for the elderly and
training services for the disabled. The Anhui Hualin Group is also a major organisation

offering children rehabilitation services in Auhui Province, the PRC.

Going forward, the Anhui Hualin Group will speed up the development of a class Il
rehabilitation center, a class Ill rehabilitation hospital and a specialized vocational training
platform for disabled. We intend to develop the Anhui Hualin Group into an integrated
rehabilitation service platform with medical rehabilitation, vocational rehabilitation,
education rehabilitation and social rehabilitation. The Board also expects that the demand

for quality rehabilitation services in the PRC will continue to grow.

As at 30 June 2018, the two hospitals in the Anhui Hualin Group had a total of 120
registered beds. Since the completion of the acquisition on | April 2018 to 30 June 2018,
Anhui Hualin Group had received 7,36 outpatient visits, 567 inpatient visits and 86,823
rehabilitation patient visits. Revenue from rehabilitation and other healthcare services

amounts to RMB 4.7 million since its acquisition.
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Management Discussion and Analysis

Hospital Management Services

In June 2016, the Group entered into a management agreement with Zhonglian
Cardiovascular Hospital. It was the Group's first managed hospital and represented fits first
step of extending the Group's footprint to outside of Guangdong Province. Zhonglian
Cardiovascular Hospital commenced operations in March 2017 and has developed at a
promising pace. As at 30 June 2018, Zhonglian Cardiovascular Hospital had 43 doctors
and 147 other healthcare professionals. With the view to establishing brand image,
Zhonglian Cardiovascular Hospital has organised numerous community health lectures and
charity healthcare services. During the current period, Zhonglian Cardiovascular Hospital
had served more than 4,300 outpatients and more than 500 inpatients and performed

more than 200 cardiovascular surgeries.

In February 2018, Zhonglian Cardiovascular Hospital entered into a cooperation
agreement with Heart Federation, the largest cardiovascular diseases treatment and
prevention service organisation in China, with respect to the sharing of healthcare
resource, including healthcare professionals and medical capability. At the same time,
the National Clinical Medical Research Center for Cardiovascular Diseases also set up
a sub-center in Zhonglian Cardiovascular Hospital. The Board considers that the above
achievements fully reflect the prominence of the hospital's medical and clinical research

capability, particularly in southwestern China.

In June 2018, the Group entered into the acquisition agreement to acquire the 60% equity
interest of Zhonglian Cardiovascular Hospital. The acquisition was completed on 31 July
2018 and Zhonglian Cardiovascular Hospital has become a non-wholly-owned subsidiary
of the Company. The Board considers that full integration and consolidation of Zhonglian
Cardiovascular Hospital into the Group’s operations will enable the Group to benefit from
the operating prospects of Zhonglian Cardiovascular Hospital to a greater extent in the

long term. The Board considers that the current performance of Zhonglian Cardiovascular

Hospital meets expectations and is confident in its operating prospects going forward.

EEENWR D

B EERE
Eé—? /\E/\H $E.E§ﬁﬂ1w/bﬂﬂ%

mERAILEEH® - WIARBEENE
Bt RRAEEMEREIMERNE —

o RBONERBENR-_T—+F=AH

HEE  EREBRN -BE_T— /\i/\

A=1H BBONERERE4BEE

147 B E B fﬁ%)\ﬁ"%TMiuuH

R BBOMNERE Fyuiﬂiaﬂz%/ﬂi[ﬁjﬁuﬁ

BEREZEERE - RAHE  ZEOME
RERERFMZ 43008 AKX » EFTHE 500 A

R FRERDME SN T 200 #4161 ©

RZZ-N\EZR - RO ME REREL
WW“U?E?KWDM*T%/%V@%)
NEEER(EEBEREEABLE )
A¥J4m¢%m°ﬁk‘ﬂ%mmgﬁﬁ
Ennﬁﬁ EEMEHOLITRRE O MERBERR
AHL - BEFERR UEKHTHER
EZ%KN%E%&E&%EE?{EEE@%&% '
LHEZERHEAMIE -

RZT—N\FRA  REEFT BB RE
DAY B R B0 1) 5 28 B 609% B R HE o W EE
RZZB-\FLA=+t—Hxik FEoLm
ERBRRARA TE’\HF%EWE“ET -

FRA - BREOMNERBR2HEE
AHEASEMEZD - EH%N*E&EEAE
RREERRTRESRENRRKE - EF
2RA - FBOMERBERBANRANE
BHE . WHERKEERMITREL °

EREEBEROERAR
RS 2018



Management Discussion and Analysis
EEENWR TN

Sales of Pharmaceutical Products

In July 2017, the Group established a pharmaceuticals and medical consumables trading
company for the purpose of streamlining pharmaceuticals and medical consumables sales
directly to the patients at the Group's hospitals and walk-in customers who may not be
patients of the Group's hospitals. The Board believes the diversity of this operation can
lower our overall cost of revenue through centralizing of purchase function and thereby

increasing the overall margin of the Group.

Industry Outlook and Strategy

In March 2018, the State Council delivered the government's work of the past five years
and laid out, among other things, key development aspects of healthcare reform for the

year 2018, including:

®  deepening comprehensive public hospital reform and making coordinated moves
to reform healthcare pricing, staffing and remuneration, medicine distribution, and
health insurance payment models; improving the quality of healthcare services and

resolving the difficulties people face in accessing medical care;

®  raising basic medical insurance and serious disease insurance benefits. Per capita
government subsidies for basic health insurance for rural and non-working urban
residents will be increased by RMB40, half of which will be used for the serious
disease insurance scheme; expanding coverage of interprovincial on-the-spot
settlement of medical bills through basic insurance accounts and making this
applicable to community-level hospitals, and to rural migrant workers and other

workers and business owners without local household registration;

®  strengthening efforts to build up the ranks of general practitioners, and developing
tiered diagnosis and treatment; increasing per capita government subsidies for
basic public health services; improving maternal and child healthcare and preserving

traditional Chinese medicine and supporting its development; and

®  adopting proactive measures to tackle population aging, including developing at-
home, community-based, and mutual-aid elderly care, promoting integrated medical

and elderly care services, and improving the quality of services at senior care

facilities.
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Management Discussion and Analysis

We will proactively follow the State Council’s directives and seize the opportunities
presented by medical reform. We aim to establish an integrated healthcare platform and
further develop our medical disciplines to improve our medical capability and quality
with a view to meeting the increasing demand for quality healthcare. We will also seek
appropriate opportunities to expand our healthcare network and promote collaboration

and mutual referral among other healthcare institutions.

Future Plans for Material Investments and Capital Assets

Save as disclosed in this interim report, the Group did not have other plans for material

investments or capital assets as of the date of this interim report.
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FINANCIAL REVIEW
Segment Revenue

The Group generates revenue primarily from: (i) our hospital services - providing
healthcare services through its owned hospitals, namely Kanghua Hospital and Renkang
Hospital, comprising inpatient healthcare services, outpatient healthcare services and
physical examination services; (ii) our 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)
providing hospital management services to a hospital owned by an independent third
party, namely Zhonglian Cardiovascular Hospital; and (iv) sales 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.

The following tables below set forth the revenue, cost of revenue, gross profit and gross
profit margin of the Group by segment for the periods indicated:

For the six months ended 30 June 2018 (unaudited)

g dc]
7 B

AEEFERUATEBRIUE : (1) I
Bl -BBEAFHEENER(ANEE
BRRCRER)REBERE  2EER
BERY - M2 BERBEREHRRS ()&
MEREREMBERE - ASBIIBWE
R AR RE R R E B RAAMERE
BEZFERRERANNRRE : (VB —
ARUE=FHEEMER(BIRE L MER
BIT)REEREERS : k(v MIAKEE
FrimARKUAREBBRRBANS AR
BEFHEEMRBEREM o

TR AR PRAEEN W - W
A EMRENE

BE-Z-\EXRAZ+THEREAGKE
)

Rehabilitation

and other Hospital Sales of
Hospital healthcare ~ management pharmaceutical
services services services products Total
BEER
BRRY HtBRRY BREZRE HEE2m )
RMB’ 000 RMB’000 RMB’ 000 RMB’ 000 RMB’000
ARBTR AR®TR AR®TR AR®TR ARNT:R
(Note a) (Note b)
GEDY (KH&Eb)
Revenue Wogs 715,093 14,651 1,922 6,923 738,589
Cost of revenue WeEa AR (557,289) (6,832) (941) (5.479) (570,541
Gross profit 7 157,804 7819 98| 1,444 168,048
Gross profit margin ERx 22.1% 53.4% 51.0% 20.9% 22.8%
Notes: fisE -
() Rehabilitation and other healthcare services was acquired in April 2018. @ RERARBRBRIN =% —/\F AN -

(b)  Sales of pharmaceutical products commenced in July 2017.
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For the six months ended 30 June 2017 (unaudited) BE_Z—t+tERA=ZTHEREACRE
%)
Hospital
Hospital management
services services Total
Bl RS Bl EE RS st
RMB'000 RMB'000 RMB'000

ARETTL ARETT ARETT

Revenue e 634,113 [,189 635,302
Cost of revenue WER AR (473762) (881) (474,643)
Gross profit EN 160351 308 160,659
Gross profit margin EFE 25.3% 259% 25.3%

Revenue from the Group's hospital services amounts to RMB715.1 million (six months AEEBRRBENKRERAREIISIBE

ended 30 June 2017: RMB634.1 million), representing a period-on-period increase of ~ TL(BZEZT—+tFA=THILEARER :
12.8% and accounting for 96.8% (six months ended 30 June 2017: 99.8%) of the total ARB64 1 BET)  RHLIERI128% 14
revenue of the Group. AEBBNZI6H BE_T—tFA

=+HIESNER 99.8%) ©

Included in revenue from hospital services comprised (i) revenue from inpatient healthcare BBt AR 7% 69 e zs B 43 (i) (B B8 B AR 7 A UK

services amounted to RMB426.2 million (six months ended 30 June 2017: RMB378.3 B ARE20BBT(BE_T—+F <A
million) representing a period-on-period increase of 12.7%, accounting for 57.7% (six =+HERER : AR%3783BET) ' [
months ended 30 June 2017: 59.5%) of the total revenue of the Group; (ii) revenue from  FL3E & 12.7% @ (h RS BB 577% (B 2
outpatient healthcare services amounts to RMB258.8 million (six months ended 30 June “Z—tFRAZTBIERER  59.5%) ;

2017: RMB230.9 million), representing a period-on-period increase of 12.1%, accounting (WFIZBEBRBEH KRS ARKE288BET
for 35.0% (six months ended 30 June 2017: 36.3%) of the total revenue of the Group; and (BEZZ—tFXRA=ZTHLEREA: A
(iif) revenue from physical examination services amounted to RMB30.2 million (six months E Br*%k 2309B &) AtERI2.1% X

ended 30 June 2017: RMB24.9 million), representing a period-on-period increase of 21.0%, B 0%(BE_SE—LFA=T
accounting for 4.1% (six months ended 30 June 2017: 3.9%) of the total revenue of the H JJ:/_\“)E] 136.3%) ¢ R (iii) BB iR AR RO IR
Group. The increase in revenue from hospital services is mainly due to (i) an increase in mARK02BETL(BE_Z—tFA
the number of inpatient, outpatient and physical examination visits during the period, (i) =+HHERER: ARK2498E8T) ' A
increase in overall average spending; and (iii) the continuing strong growth in revenue of in LR 21.0%  hAREBBEKG4 1% BEZ
our major disciplines and our VIP special services. T—tFRNA=ZTHIEREA:39%) - B
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Revenue from rehabilitation and other healthcare services amounted to RMB14.7 million
(six months ended 30 June 2017: nil), accounting for 2.0% (six months ended 30 June
2017: nil) of the total revenue of the Group. In April 2018, the Group acquired Anhui
Hualin which is principally engaged in provision of rehabilitation services to patients with
physical or mental disabilities and other healthcare related services including care services

for elderly and training service for the disabled.

Revenue from hospital management services amounted to RMB1.9 million (six months
ended 30 June 2017: RMBI.2 million), accounting for 0.3% (six months ended 30 June
2017: 0.2%) of the total revenue of the Group. The management agreement with
Zhonglian Cardiovascular Hospital has a term from | July 2016 to 30 June 2026, during
which the Group has exclusive management rights over the hospital and is entitled to a
monthly management fee of RMB200,000 (before applicable tax) plus 5% of hospital's
monthly revenue. Zhonglian Cardiovascular Hospital only commenced operations on |
March 2017 and is still in the phase of ramping up its operations. Apart from the fixed
management fee of RMB200,000 per month (before applicable tax), the Group has
received management income from the revenue generated by Zhonglian Cardiovascular

Hospital.

Revenue from the sales of pharmaceutical products and medical consumables amounted
to RMB6.9 million (six months ended 30 June 2017: nil), accounting for 0.9% (six
months ended 30 June 2017: nil) of the total revenue of the Group. In July 2017, the
Group established a pharmaceuticals and medical consumables trading company (which
commenced operations in July 2017) for the purpose of streamlining pharmaceuticals and
medical consumables sales directly to the patients at the Group's hospitals and walk-in

customers who may not be patients of the Group's hospitals.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
INTERIM REPORT 2018

RERE @Er%VWWE%AEMM7
BETL(BZE —tERA=THILERE
A&\ fﬁ$'§. BINEHL0%(BEZT
—tERAZTHLERER &) - RZF
—NENA  AEERELZRER EXE
f"ERFBIBBERATRERERSE R
HinBEEARY  BREREEERBRE

BATEIRS

Fg@%ﬁm% SHEAREIIBET(H
E—tFRA=ZTHLEARER : AR¥
mﬁ%ﬁ%ﬁﬁ%ﬁ%%éw%ﬁi:
T—+FARAA=THIEARER 02%) - &
FHOMERERITVNEERRBREE -
T-R"FLtR—HRBREZZTZR"F~A=T
At HAAREHZEREEBRER
B UERKREAEEE AR 200000
TTGEABA) kA MZ BT AR 5%
HRRBONERERENR _T—+F=A
—HRRENE KL NMEENE LARE -
B A AR 2000007t GEABA) K EE

BREN FEEDRIBOMERERN
Wras W EIZ A

HEEMMNBERERANBE/ARE6I
BETHE-_Z-—tFAA=THILERE
A E>E$El ARF0I%(EE-T

—tFRA=THLEAER: 8) - R =F
—tFtH AEERLERRE ?ﬁﬁm
BHRA(R-_T—tFLARKREE)
EREERRERARRNHEERY E%(
AR EBRARA LKL BN EEERR
ARFAAEFHE



Management Discussion and Analysis

Cost of Revenue

Cost of revenue of the Group's hospital services (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 increased to RMB557.3 million (six months ended 30 June
2017 RMB473.8 million), representing a period-on-period increase of |7.6%, which was
in line with the increase of revenue. Cost of revenue of the Group's rehabilitation and
other healthcare services amounts to RMB6.8 million (six months ended 30 June 2017:
nil), primarily consisted of staff costs, medical consumables, depreciation, utilities and
rental expenses. Cost of revenue of the Group's hospital management services amounts
to RMBO0.94 million (six months ended 30 June 2017: RMB0.88 million) representing
a period-on-period increase of 6.8%, which mainly represents staff costs in relation to
management personnel assigned to Zhonglian Cardiovascular Hospital and other direct
costs. Cost of revenue of the Group's sales of pharmaceutical products amounts to

RMBS5.5 million, mainly representing cost of purchase of pharmaceutical products.

For the six months ended 30 June 2018, pharmaceuticals, medical consumables and staff
cost accounted for approximately 33.8% (six months ended 30 June 2017: 35.3%), 27.0%
(six months ended 30 June 2017: 27.9%) and 27.3% (six months ended 30 June 2017
23.1%), respectively, of the total cost of revenue of the Group. Our total staff related
costs including salary, bonus and other benefits had increased by 41.5% as compared with
the prior period, mainly attributable to (i) an increase in general salary level and bonus
as well as other staff benefits with a view to retaining and attracting quality healthcare
professionals in the healthcare industry that remains highly competitive; and (i) the impact

of the acquisition of the Anhui Hualin Group.

EEENWR D

Wy 8 R A<
AEEBRRE(BECRBERE - F2
BERELBBERE)NEEKEATEBRE
Gm BEHEEM BIRA - TE R
BRYX - KEE HeRAIMEMEA -
AEEBRRBEOKRGEHAENEARE

SS7T3BEEBL(BE_T—tFRA=THL
NEA: ARKASHEET) AR
17.6% » B IERIBK - REEHRER
Hin g F%%m%mﬁ$%AE%w§%
(@Zi —+tFERA=ZTHIEARMEA:
ﬂ) ' %E\I}ﬁz$‘ TOHAEM T
K@E&ﬁéﬁi AEEBREER
%mWﬁﬁﬁﬁAE%Q%EEﬂﬁi:
E—+FRNAZTHLEAER : AR0.88
BEL) AERes% TEEESEE
FEOMNERBRNEEASEEBNE K
AREMBEERE - REBFHEERH RS
RABARBSSEEBL TEEERRE
PR

o

BE_ZT-N\FRAA=ZTHILERHEAR %

BEEREMEREIXNADIGEAEE
BN 3B8%(EHE—E—+F A
=+ HIENEA353%)  27.0%(H =
—tFRXABA=1+HINEA: 279%)&
3%(BE_E—+tFAA=ZFTHILEAHE
A :23.10%) - RFWBE THBEKAAHE(R
B AREMER) &R L EHELM
41.5% + £ E AR () BF B KE RIEAIA K
Hith 8 TRFIEM - UHEBRRIFFEAR
HMANBERETETERENBREZIEAE R
(i WELRHEREBNTEME -

| CE ED

*H

EREEBEROERAR
RS 2018




Management Discussion and Analysis
EEENWR TN

Gross Profit and Gross Profit Margin

Total gross profit of the Group amounted to RMB168.0 million (six months ended 30

June 2017: RMB160.7 million), representing a period-on-period increase of 4.6%. The

overall gross profit margin decreased to 22.8% (six months ended 30 June 2017: 25.3%),

primarily due to:

(i

continual increased in intake of patients requiring acute and complex treatments,
in particular with our growth in cardiovascular related disciplines, internal medicine
related disciplines and oncology related disciplines. Such treatments typically
involve more delicate, precise and advanced surgeries and diagnostics support and

command a higher margin than basic medical services;

the growth in special services that are targeted towards high-end patients and
typically command higher margin than basic healthcare services; in the first half of
2018, the revenue from special services increased by 34.1% as compared with the

prior period;

the increase in the average spending of patients and the ability to increase
healthcare consultation prices at a faster pace than its cost of revenue leveraging
the reputation of the “Kanghua" brand that is gaining wider recognition in the

Guangdong region; and

however, the above impact has been offset by an increase in overall staff related
costs of 41.5% and depreciation of 33.7%. The increase in staff related costs
includes general increase in overall salary level, more competitive compensation
packages offered to our healthcare professionals and distribution of bonus to
reward medical staff. The increase in depreciation was mainly a result of newly
purchased medical facilities and equipment that were put into operation during the
period as well as additional depreciation charge relating to the Kanghua Hospital —

Huawei Clinic and the acquisition of Anhui Hualin Group.
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Key Operational Information of our Owned Hospitals RMEENEBRENEIELESR

The follow table sets forth certain key operational information of each of the hospitals TRINERFAHRASEREN TR ER

owned by the Group for the periods indicated: METEELEEHR
Kanghua Hospital BEER

For the six months ended 30 June

BEAA=THLEAER

Change 2018 2017
& —E-N\E —E—+F
Inpatient healthcare services R EERE
Inpatient visits Eh AR +10.7% 24,023 21,703
Average length of stay (days) FHERBE 03 7.6 79
Average spending per visit (RMB) BARTHREZ(ARET) +2.6% 15,137.1 14,7605
Outpatient healthcare services MY ERR%E
Outpatient visits FIZ AR +7.3% 584,055 544,169
Average spending per visit (RMB) BARTHREZ(ARET) +4.7% 367.0 3506
Renkang Hospital CEBR
For the six months ended 30 June
BEXA=THLAEAR
Change 2018 2017
g —E-N\E§ —E—tF
Inpatient healthcare services X B B & AR 7%
Inpatient visits FRAR -0.3% 6,484 6,505
Average length of stay (days) FHERBE — 74 74
Average spending per visit (RMB) BARTHRZ(ARET) +83% 9,643.7 89036
Outpatient healthcare services MY BRRE
Outpatient visits BEZNA +39% 181,315 174,583
Average spending per visit (RMB) BARTHRZ(ARET) +6.6% 2449 229.7
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Other Income

The other income of the Group primarily consisted of bank and other interest income,
income from financial assets at FVTPL/available-for-sale investments, government subsidies,
rental income and others. In the first half of 2018, other income amounted to RMB28.5
million (six months ended 30 June 2017: RMBI 1.8 million), representing a period-on-
period increase of approximately 141.9%, primarily due to (i) the increase in income
generated from financial assets at FVTPL/available-for-sale investments to RMB 6.2 million
(six months ended 30 June 2017: RMB2.4 million); and (i) partly offset by a decrease
in bank and other interest income to RMB5.6 million (six months ended 30 June 2017:
RMB6.3 million) mainly as a result of decrease in average bank balances. As part of the
Group's cash management to maximise retum on idle cash, the Group invested in certain
principal-protected structured deposit products issued by a PRC commercial bank, unlisted
fund and portfolio investment fund (all classified as financial assets at FVTPL/available-for-
sale investments) to achieve higher interest income and return without interfering with
business operations or capital expenditures to earn better return on our excess cash

balance.

Other Gain and Losses

The other gain and losses of the Group primarily consisted of net exchange gain/loss, loss
on disposal of property, plant and equipment and impairment loss on accounts receivables.
In the first half of 2018, other gain and losses amounted to a net gain of RMBO0.25 million (six
months ended 30 June 2017: net loss of RMBI2.1 million), primarily due to (i) a recorded
net exchange gain of RMBI.| million (six months ended 30 June 2017: net exchange loss
of RMB9.8 million) mainly arising from our Hong Kong dollar denominated financial assets;

and (i) a decrease in impairment loss on accounts receivables.
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Management Discussion and Analysis

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 2018, administrative expenses amounted to RMB80.6 million (six months ended 30
June 2017: RMB58.4 million), representing a period-on-period increase of approximately
38.1%, primarily due to (i) an increase in administrative staff related costs to RMB32.4
million (six months ended 30 June 2017: RMB21.9 million) as a result of general salary
increase and increase in number of administrative staff headcounts; (ii) an increase in
building rentals and management fee to RMB10.6 million (six months ended 30 June 2017:
RMB8.2 million) as a result of more sub-contracted service fees was paid to cope with
business growth; and (iii) an increase in office and administration costs as well as other
utilities expenses due to expansion of our operations and acquisition of Anhui Hualin

during the period.

Finance Costs

No finance costs were recorded during both periods as the Group had no bank

borrowing throughout those periods.

Income Tax Expenses

The income tax expenses of the Group primarily consisted of PRC enterprise income tax.
In the first half of 2018, income tax expenses amounted to RMB26.8 million (six months
ended 30 June 2017: RMB27.9 million), representing a period-on-period decrease of
approximately 4.0%. The subsidiaries of the Group in the PRC are generally subject to
income tax rate of 25% on their respective taxable income. Our effective tax rate in 2018
is 23.1% (six months ended 30 June 2017: 27.4%), the decrease is primarily due to certain
investment income recorded in certain entities of our Group have not been taxable for

tax purposes.
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Management Discussion and Analysis
EEENWR TN

Profit for the Period

In the first half of 2018, profit attributable to the shareholders amounted to RMB85.6
million (six months ended 30 June 2017: RMB72.0 million), representing a period-on-

period increase of approximately 18.9%.

FINANCIAL POSITION

Property, Plant and Equipment and Deposits Paid for Acquisition of Property, Plant and

Equipment

During the six months ended 30 June 2018, the Group acquired property, plant and
equipment and incurred expenditure on construction in progress of RMB24.5 million
and RMB10.2 million, respectively, for the purpose of upgrading and expanding the
service capacity of our hospital operations. The Group also acquired property, plant and
equipment through acquisition of Anhui Hualin Group amounting to RMB9.5 million during
the period. In addition, as at 30 June 2018, the Group has deposits paid for acquisition
of property, plant and equipment amounting to RMB83.9 million (31 December 2017:
RMB76.5 million). The deposits mainly represent amount paid for acquisition of new
medical equipment and other new facilities as the Group continues to upgrade its medical

facilities and expansion of operation capacity.
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Management Discussion and Analysis

Accounts and Other Receivables

The account receivables of the Group primarily consisted of balances due from social
insurance funds, certain corporate customers and individual patients. As at 30 June 2018,
accounts receivables increased to RMBI141.7 million (31 December 2017: RMB95.0
million), of which 84.6% (31 December 2017: 90.5%) were aged within 90 days. Average
accounts receivables turnover days for the current period is 29.0 days (six months ended
30 June 2017: 24.1 days). The increase in accounts receivables is primarily due to (i)
expansion of our hospital's operation; and (i) the newly acquired rehabilitation and other

healthcare business operation during the current period.

The other receivables of the Group primarily consisted of prepayments to suppliers,
loan receivables, deposit paid for an investment and interest receivables and others. As
at 30 June 2018, other receivables increased to RMB220.8 million (31 December 2017
RMB124.5 million) primarily consist of and due to (i) at the end of the Reporting Period,
the Group had unsecured loans of RMBI00.0 million to a hospital which is managed
by the Group, the loans are interest-bearing at fixed rate of 0.42% per month and
repayable within twelve months from the end of the reporting period; (i) an increase of
interest receivables to RMB6.7 million (31 December 2017: RMB6.1 million) representing
investment income from our financial assets at FVTPL/available-for-sale investments
and interest income from loans granted to the Zhonglian Cardiovascular Hospital; (iii) a
deposit paid for an investment of RMB81.0 million (31 December 2017: RMB5.0 million)
in relation to our deposit paid for a potential acquisition of Zhonglian Cardiovascular
Hospital; and (iv) increase of prepayments to suppliers to RMBI13.2 million (31 December
2017: RMB5.3 million) due to increase in prepayments made to suppliers for purchase of

pharmaceutical and other medical products as a result of expansion of our operations.
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Management Discussion and Analysis
EEENWR TN

Accounts and Other Payables FE 13 BR TR I H At P 9 R 0E

The accounts and other payables of the Group primarily consisted of accounts payables, AEENERRRREGENRBEIEZRRE
accrued expenses, construction payables, receipt in advance and others. As at 30 June RN Bt - BANEZERE - AWK
2018, accounts and other payables decreased to RMB405.8 million (31 December 2017: EREM e RZE-NFRA=1TH " Eft
RMB412.6 million) primarily due to (i) increase in accounts payable to RMB286.9 million 31 BRF R EMENFBER D EARKE4058F
December 2017: RMB275.6 million); (i) decrease of accrued expenses to RMB37.2 million BrT(ZE—+tF+-_A=+—H: AR¥%¥
(31 December 2017: RMB68.9 million) mainly due to decrease in accrued staff salary and 4126 B&7T) * TEMR « (i) ETERFE M
other operational and administrative charges at the interim date as compared with the EARBBIBEL(ZE—LE+TZA

year-end date; and (iii) increase in construction payable to RMBI17.8 million (31 December =+—H: AR®2756887T) : (i) Eat
2017: RMBI16.2 million) due to renovation work for the upgrade of our hospitals and AXBLEARKEI2BEEL(ZE—1F
other facilities. TZA=t—HB: AR%e9BET)  *

ZHRBEFHAEANEIEIHFSRE
HEEMTHERARFELEARD K
(iNENRRBENEARE 178EEL(Z
E—tE+A=1+—H: ARK 16288
L) RARBRMEER & EREHEH
TRAR-

Net Current Assets REEEFE

As at 30 June 2018, the Group recorded net current assets of RMB709.5 million (31 RZZE-—NEFEAA=1+H XEE&EBR
December 2017: RMB757.6 million). BEEFEAREIOSBETL(ZE—LF
TZA=1+—H: AR®7576B&T)
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Management Discussion and Analysis

LIQUIDITY AND CAPITAL RESOURCES

Financial Resources

The Group continued to maintain a strong financial position with cash and cash equivalents
of RMB294.7 million as at 30 June 2018 (31 December 2017: RMB383.8 million). The
Group continues to generate steady cash inflow from operations and coupled with
sufficient cash and bank balances, in the opinion of the directors of the Company, the
Group will have adequate and sufficient liquidity and financial resources to meet the
working capital requirement of the Group for at least the next twelve months from the

end of the Reporting Period.

As at 30 June 2018, the Group had investments (classified as financial assets at FVTPL/
available-for-sale investments) in aggregate of RMB535.1 million (31 December 2017:
RMB559.3 million) primarily consisting of, (i) an unlisted fund of US$2.5 million (equivalent
to approximately RMB16.5 million) (31 December 2017: US$2.5 million (equivalent to
approximately RMB16.3 million)) representing an investment in equity securities of a
private company in the PRC for a minimum term of three years for the purpose of capital
gain, strategic long-term investment and potential cooperation in healthcare; (ii) portfolio
investment fund of RMB57.8 million (31 December 2017: RMB51.2 million), representing
an investment fund deposited with a discretionary fund manager in Hong Kong mandated
to achieve appropriate return consistent with the Group's cash management policy. The
portfolio included a mixture of cash and shares that are primarily listed in Hong Kong;
and (iii) structured bank deposits of RMB460.7 million (31 December 2017: RMB491.8

million), representing principal-protected products issued by a PRC commercial bank.
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Management Discussion and Analysis
EEENWR TN

As part of the Group's cash management policy to 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
scrutimizing any decision of the Group to purchase investment products. The investment
products should generally satisfy the following criteria; (i) its term should generally not
exceed one year; (i) it should not interfere with the Group's business operations or
capital expenditures; (iii) it should be issued by a reputable bank 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:

ERAREEINEEBRERSNEF—ER
SEBHR  AEEETYETEEBEE
REAZHEFRT  Mef@EEERN
KREER NEEBERSWERESHF
Bl - AEBEFIEHEBARERARR &
ZEHSREEDQORBEKS otk K
EEERENTY2HEHABEREERN
—IERRE - AREERNREEMAR
BUTHEERE : (\ENZBAR R THEB
—F ()BT RAEEREREBEE
FEATE (iVEEREAEEERASE
ERR(—BBBSF)RABRIFEENR
17817 R (v) EEMISE RS EAERR -

REREBON

TREJIEARER R B RZRAR
SRERBENER -

For the six months ended 30 June

BEAA=THLEAER

2018 2017

—®-NE T 4F

Change RMB’000 RMB'000

& ARBTR ARETTT

Net cash generated from operating activities RETEAEREFR -44.6% 35,341 63,762
Net cash used in investing activities REGBMARE TR 77.1% (124,716) (543519)
Net cash used in financing activities RERARS TR -89.2% (243) (2,254)
Net decrease in cash and cash equivalents RekBReEEBYRFE -81.4% (89,618) (482011)
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Management Discussion and Analysis

Net cash generated from operating activities

During the current period, the net cash generated from operating activities amounted
to RMB35.3 million (six months ended 30 June 2017: RMB63.8 million), representing a
period-on-period decrease of 44.6%, which was primarily due to (i) the increase in profit
before taxation for the current period; (i) changes in working capital including increase in
accounts receivables; and (iii) settlement of prior year's staff salary and special bonuses in

the current period.

Net cash used in investing activities

During the current period, net cash used in investing activities amounted to RMBI124.7
million (six months ended 30 June 2017: RMB543.5 million), representing a period-on-
period decrease of 77.1%, which was primarily due to (i) a deposit paid for a potential
acquisition of RMB81.0 million; (i) a net cash outflow arising from acquisition of Anhui
Hualin Group of RMB5 1.1 million; (iii) increase in income received from financial assets at
FVTPL/available-for-sale investments to RMB9.9 million (six months ended 30 June 2017:
RMB2.4 million); and (iv) a decrease in cash flow in relation to purchase of financial assets

at FVTPL/available-for-sale investments as compared to the prior period.

Net cash used in financing activities

During the current period, net cash used in financing activities amounted to RMB0.24
million (six months ended 30 June 2017: RMB2.25 million), representing a period-on-
period decrease of 89.2%, which was due to the decrease in repayment of amount due
to a shareholder. The Group had no outstanding bank or other borrowings during the

current and prior interim period, thus, the Group had no significant financing cash outflow.

EEENWR D

AT BT & F 5

RAME KLEBRERSFEAAR
BI3EBL(BE-S—+tF~A=1+H
EREA: ARBSEERL) ALED
44.6% + £ Z B8R (1) A B & b A F
m: () EBEREE - BIERUERFIEM ;
RiEE E—FRAMEANE L HE L
RITEAL

REZG TR 2 FH

RAHE REFBHAMARSFIEAAR
B147BBT(BE-_T—+&~A=1H
ERER  ARES43SEEL)  RLHEL
77.1%  EBAR()FE— BT REEITH IS
SRR ARKESIOEET : (i) BRBLH
EREEMEAREREFEARESLIA
B (iVkERATFEFABRNESHRE
E/AHEERENRAENEAREIS
BELHE-Z—tF A=+AHIEAME

FEFABENERMEE AHLERES
AR RE AR

BEEG TR 2 FH

RAHE BEZBFARSFEAAR
KOM4BEL(BEZE—tFA=1H
ERER: ARKE22SEET)  ALED
89.2%  REARBEEN—ZRENFKER
Do REBRARH HHRE K& £ —1E+ 5 HfE
WEAMAREERTIEMER  BRAE
B mEARMERSRL -

EREEBEROERAR
RS 2018




Management Discussion and Analysis
EEENWR TN

Significant Investment, Acquisition and Disposal

Anhui Hualin Group - Rehabilitation and other Healthcare Services

During the current period, the Group successfully acquired 57% equity interest in Anhui
Hualin by way of (i) an equity transfer of 49.71% equity interest in Anhui Hualin from
the vendor, an independent third party, at a consideration of RMB58.66 million; and (i)
capital injection into Anhui Hualin by the Group on a non-rata basis of RMB20.0 million.
Anhui Hualin directly and indirectly (through its wholly-owned subsidiary) holds sponsor
interests in the managed and controlled entities, all of which are private non-enterprise
entities in the PRC, including one class Il rehabilitation hospital, one class | general hospital,
nine rehabilitation centres for the disabled and one vocational training school in Anhui
Province, the PRC.

Zhonglian Cardiovascular Hospital

In June 2016, following arm's length negotiations with Zhonglian Cardiovascular Hospital,
the Group provided an unsecured loan in the amount of RMB50.0 million to Zhonglian
Cardiovascular Hospital with a view to supporting its launch preparations and operating
cash flow during its ramp-up period. The principal amount of the loan is repayable at the
expiry of one year and carries a monthly interest rate of 0.42% to be settled monthly in

arrears (the “June 2016 Loan").

As disclosed in the Company's announcement dated |2 December 2016, in December
2016, following arm's length negotiations with Zhonglian Cardiovascular Hospital, the
Group provided an unsecured loan facility in the amount of RMB50 million to Zhonglian
Cardiovascular Hospital, which could be drawndown in one or more tranches within
two months. A monthly interest rate of 0.42% is payable by Zhonglian Cardiovascular
Hospital monthly in arrears and the principal amount of each loan tranche is repayable
by Zhonglian Cardiovascular Hospital at the expiry of 12 months from the relevant
drawdown date. The loan amounts of RMB30.0 million and RMB20.0 million were
drawndown by Zhonglian Cardiovascular Hospital in December 2016 (the “First Tranche
December 2016 Loan") and February 2017 (the “Second Tranche December 2016

Loan"), respectively.
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Management Discussion and Analysis

In June 2017, the June 2016 Loan was renewed in the amount of RMB50.0 million and
carries a monthly interest rate of 0.42% for another year. The First Tranche December
2016 Loan and Second Tranche December 2016 Loan were renewed in the amount of
RMB30.0 million in December 2017 and RMB20.0 million in February 2018, respectively,

and carry a monthly interest rate of 0.42% for another year.

During the six months ended 30 June 2018, the loans of RMB50,000,000 and
RMB20,000,000 were renewed upon maturity at a fixed rate of 0.42% per month and

repayable within twelve months from the drawdown date.

As at 30 June 2018, the total loan balance provided to Zhonglian Cardiovascular Hospital
in aggregate amounted to RMB100.0 million (31 December 2017: RMB100.0 million).
Such loan balance represented less than 6% of the assets ratio as defined under Rule
14.07(1) of the Hong Kong Listing Rules, taking in account of the Group's total assets
position as at 30 June 2018.

Furthermore, during the current period, the Group entered into the acquisition agreement
to acquire the 60% equity interest of Zhonglian Cardiovascular Hospital. The acquisition
was completed on 31 July 2018 and Zhonglian Cardiovascular Hospital has become a non-
wholly-owned subsidiary of the Company. As at 30 June 2018, the Group paid a deposit
in respect of the acquisition amounting to RMB81.0 million. The Board considers that
full integration and consolidation of Zhonglian Cardiovascular Hospital into the Group's
operations will enable the Group to benefit from the operating prospects of Zhonglian
Cardiovascular Hospital to a greater extent in the long term compared to a management

arrangement.

Save as disclosed in this interim report, the Group had no significant investment,
acquisition or disposal during the Reporting Period and there has not been any significant

events since the end of the Reporting Period and up to the date of this interim report.
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Management Discussion and Analysis
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Cash Management Activities

As part of the Group's cash management, the Group has from time to time invested into
investment products issued by a reputable PRC commercial bank with terms ranging from
90-96 days and portfolio investment funds to achieve higher interest income without
interfering with business operations or capital expenditures. The investment products
are not rated by any credit agency but is classified as low-risk by the issuing bank and
listed securities with low risk profile. The Group carefully balances the risks and retums
associated with the investment products when making the investment decisions. The
senior management of the Group is closely involved in scrutimizing any decision of the

Group to purchase investment products.

Save as disclosed in this interim report, the Group had no significant investment,
acquisition or disposal during the Reporting Period and there had not been any significant

event since the end of the Reporting Period and up to the date of this interim report.

Capital Expenditure

The Group regularly makes capital expenditures to expand its operations, maintain its
medical facilities and improve its operating efficiency. Capital expenditure primarily consists
of purchases of property, plant and equipment. The capital expenditure of the Group in
the first half of 2018 was RMB34.8 million (six months ended 30 June 2017: RMB25.1
million). The Group has financed its capital expenditure through cash flows generated

from operating activities.
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Management Discussion and Analysis

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 amounts
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 2018, of the net proceeds from the initial public offering, (i) RMB33.8
million, representation approximately 4.3% of the net proceeds, has been utilised and
used as general working capital; (i) RMB15.0 million, representing approximately 1.9% of
the net proceeds, has been utitlised and used on expansion of our current operations and
upgrading our hospital's facilities; and (iii) RMB97.2 million, representing approximately
12.4% of the net proceeds, has been utitlised and used for acquisition and potential
acquisition of businesses. As at 30 June 2018, out of the balance of the unutilised net
proceeds of RMB636.7 million, RMB535.1 million has been used to purchase certain
financial products (classified as financial assets at FVTPL/available-for-sale investments) to
achieve higher interest income and capital return without interfering with our business
operations or capital expenditures to eam better retumn 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 interim report, the Company does not anticipate

any material change to its plan on the use of proceeds as stated in the Prospectus.

INDEBTEDNESS

Bank Loans

As at 30 June 2018, the Group had no bank borrowings (31 December 2017: nil). As at
30 June 2018, the Group had no banking facilities (31 December 2017: nil).
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Management Discussion and Analysis
EEENWR TN

Contingent Liabilities

The Group is subject to legal proceedings and claims in the ordinary of business primarily
arising from medical disputes brought on by patients. Provision for medical disputes
is made based on the status of potential and active claims outstanding as at the end
of the relevant period, and primarily taking into account any judicial appraisal or court
determination against the Group. As at 30 June 2018, the total stated claim amount of
the Group's on-going medical disputes was approximately RMB8.2 million (31 December
2017: RMB7.1 million) and there were certain medical disputes without claim amount
stated. Based on the Group's assessment, during the six months ended 30 June 2018,
approximately RMB0.8 million (six months ended 30 June 2017: RMB0.4 million) had been

provided and included in accounts and other payables of the Group.

As at 30 June 2018, 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 2018, none of the Group's assets had been pledged (31 December 2017

none).

Contractual Obligations

The contractual obligations of the Group primarily consisted of operating lease

commitments and capital commitments.

The operating lease commitments of the Group were primarily attributable to the lease

of the land and buildings underlying the Group's hospitals and rehabilitation centres

operations. As at 30 June 2018, the future aggregate minimum lease payments under non-
cancellable lease agreements were RMB281.8 million (31 December 2017: RMB270.7

million).

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
INTERIM REPORT 2018

IREE

AEEZHINERFARN B EEEBREF
ARARLOBEADRE - BEAHD
BERRERBPRARETENNRT A
RETRRBERKRMIEL  FEZER
SEBEEGHEMRDEARICER IR - 7
“E-NFRA=TH AEEHRTH
MBRUNDRFLENRARELBEET
(Z2E—tF+ZA=+—HB: AR%7.1 8
Br) MASNBEADKBIBHRES
# o RBASEELNNME  BZE_ZF-N
FERAZTHERER  FAEERELOA
RESHEEL(HE-_TZ—+tF A=1+H
EAER  ARBEOABET) MR - Wam
AREERNENRRREMENKIET -

R=B-\EXA=TA  AEELEEY
AEENIHRRDEEE L EAY RO
HEEIRR -

BEHH

RZEBE-NEFRA=ZTH XEELEE
ECRERT—tF+=-A=+—8:
M) .

A

SlEE

AEENEREBIBRERREEHEAGEN
B ©

AEEKEHERETEREAREEREE
B REESOEERBE L REEY o
RZZE—N\FEXA=1+A8 " REFTHER
ERFEAECARKERENRBEAAR
BBISEEBL(ZE—tF+_A=+—
A: ARKE2707BETT)



Management Discussion and Analysis

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
2018, the capital commitments in respect of property, plant and equipment contracted
for but not provided in the condensed consolidated financial statements were RMB79.4

million (31 December 2017: RMB82.8 million).

Financial Instruments

The Group's financial instruments primarily consisted of accounts and other receivables,
financial assets at FVTPL/available-for-sale investments, bank balances and cash, restricted
bank balances, accounts and other payables and amounts due to a shareholder. 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 raised by the Company in its initial public offering of its H Shares is
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 financial instruments to hedge against it exposure
to currency risk. The management manages the currency risk by closely monitoring the
movement of the foreign currency rates and will consider hedging significant foreign

currency exposure should such need arise.

Gearing Ratio

As at 30 June 2018, the Group's gearing ratio (total interest-bearing bank loans divided by
total equity and multiplied by 100%) was zero (2017: zero).
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Corporate Governance Highlights
TRERME

INTERIM DIVIDEND
The Board does not recommend the payment of an interim dividend for the six months
ended 30 June 2018 (six months ended 30 June 2017: nil).

REPURCHASE, SALE OR REDEMPTION OF THE COMPANY’S SECURITIES
During the Reporting Period, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company's listed securities.

EVENTS AFTER THE REPORTING PERIOD
Save as disclosed in this interim report, there was no significant event after the Reporting

Period.

REVIEW OF INTERIM REPORT

The Company's audit committee has reviewed the Group's interim results and the interim
report for the six months ended 30 June 2018 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 2018 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.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
INTERIM REPORT 2018

RHIRE
EEETERRNEBE-_S—\FAA=T
AIEAEANFERE(HEZT—tFA
=+RIEAEAR &) .

fBE - HERWMEADAES
RBREHRAN - AR B FIEERME LR FHE
BE HESIBERARREM LEHES

BEMREHR
BRARHREPTREESN  MERRYL BT
AIEREH -

FRTHRE

ARRERZEGCEHNAEBEHE_T
—N\ERAZTREAREAZTHEERT
HRE  IRRARARCETEA G ER
RERUBEHTENKE -

ARBERZEQHARR =R BULIFRT
2 IRERLLE(EZZEEXIR) B
WERERRATEBEAK - HHRER
TARBENEXER(MBABEMAER
BEEES-REE

AARZEMINC RBREBSHMASEM
MEABBRE TIEERE 24105 A EENEL
ZERHITT M S EREN IBEASEE
ET-\FXRAZTHLEREAZFEE

=
g -



Corporate Governance Highlights

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate governance
practices. The Board is of the opinion that the Company has complied with the applicable
code provisions under the CG Code during the six months ended 30 June 2018.

The Board is committed to promote 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
Since | January 2018, there has been no change in information required to be disclosed

pursuant to Rule 13.51B(I) of the Hong Kong Listing Rules.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE
HONG KONG LISTING RULES
The Company does not have any other disclosure obligations under Rules 13.20, 13.21

and 13.22 of the Hong Kong Listing Rules.

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 2018.
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.
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Corporate Governance Highlights
TRERME

APPRECIATION B

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

support. B o

For and on behalf of the Board REEFD

Wang Junyang TEE

Chairman FE

Dongguan, the PRC M - g

31 August 2018 —Z2-N\ENA=T—H
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DIRECTORS’, SUPERVISORS AND CHIEF EXECUTIVE’S INTERESTS IN
SECURITIES

As at 30 June 2018, 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 notified to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/
she 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:
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Other Information

(a)  The Company () ADH

Approximate
percentage of
Approximate the Company’s
percentage in  total issued

Shares of the ~share capital®
same class®  {EAATF

Number HEER BBTRE

Name of Director Class of Shares  Nature of interest of Shares BB Fris BEHH
Exps iSrEY] RERtE RO#E BOBILE BALE
Mr. Wang Junyang Domestic Shares  Interest of a party to an agreement 250,000,000 100% 74.76%
TEHRE WERK regarding interest in the Company!’; (Long position)

interest in a controlled corporation® (7g8)

BHERADRERRHE
EBMERI—H O R

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

interest in a controlled corporation®; (#8)

family interest of spouse¥
BRERNARREENHEER
BN 70 REEHEER
0 BRSO

Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement 250,000,000 100% 74.76%
YLt NER regarding interest in the Company!; (Long position)
interest in a controlled corporation®; (78)

family interest of spouse¥
BRRARRHESNHEER
EEN 70 REEREER
Em0  KRNFEED
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Notes:

M

()

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 interests
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.

As at 30 June 2018, Kanghua Group (held as to 97.46% by Mr. Wang Junyang) held
197,500,000 Domestic Shares and Xingye Group (held as to 80% by Mr. Wang Junyang)
held 25,000,000 Domestic Shares. As Mr. Wang Junyang controls more than one third of
the voting power at the general meeting of each of Kanghua Group and Xingye Group, Mr.
Wang Junyang is deemed to be interested in the same number of Shares in which each of

Kanghua Group and Xingye Group is interested by virtue of the SFO.

As at 30 June 2018, 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
to be interested in all the Shares held by them in aggregate 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 2018.
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Other Information

(b)  Associated corporations of the Company

(b) AATIEELE

Approximate
percentage interest

in the associated

corporation
Name of Director Associated corporation Nature of interest IEAEEEE
EEns REHEE BEME BEHEBAEIL
Mr. Wang Junyang Kanghua Group Beneficial owner 97.46%
ITEGRE FRESE EalEAA
Mr. Wang Junyang Xingye Group Beneficial owner 80%
ITEGRE BxEE EalEAA
Mr. Chen Wangzhi Xingda Property Beneficial owner; family interest of spouse 100%
BREERSEAE BUEYE EalAA  BBEORKER
Ms. Wang Aigin Xingda Property Beneficial owner, family interest of spouse 100%
FEHLL BENF EalAA  BBEORKER

Save as disclosed above, as at 30 June 2018, 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 SFO); (ii) recorded in the register kept by the Company
pursuant to Section 352 of the SFO; or (iii) notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code.
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Other Information

INTERESTS OF SUBSTANTIAL SHAREHOLDERS FERRIES
As at 30 June 2018, according to the register kept by the Company pursuant to Section RZE—NFANA=TH RBAQREE
336 of the SFO and so far is known to, or can be ascertained after reasonable enquiry by EHENHEERAERBIEFEENERZM - &
the Directors, the following person/entity had an interest or short position in the Shares BRRAIEASNAENESELAESH
and underlying Shares which would fall to be disclosed to the Company and the Hong BRHETE ATAL/BEARMDIHEER
Kong Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO, or be directly DHREARERSOAERIEZAS NS K05
and indirectly interested in 5% or more of the nominal value of any class of share capital XVEE 2RI DEZEXBRARREREE
carrying rights to vote on all circumstances at general meetings of the Company: BRPTRE - AERAREEER AR AR
RAE FEEABERL T ERREANEMEAR
PR (B 5% A L

(a) Interests in the Shares of the Company (2 RELTRGHER

Approximate
percentage of
Approximate the Company's
percentagein  total issued

Shares of the  share capital

same class v

Number HEER BETRAK

Name Class of Shares  Nature of interest of Shares RAP Fir{ REHLY
e/ £8 igngYel BEME Ko#E HOEIL B
Mr. Wang Junyang Domestic Shares  Interest of a party to an agreement 250,000,000 100% T4.76%
IEGEE NERR regarding interest in the Company!";  (Long position)

interest in a controlled corporation® (T78)

BENAR RN HEER

M —77 0 REIEFEE

o
Ms. Wang Aici Domestic Shares  Interest of a party to an agreement 250,000,000 100% 74.76%
FEERT NERR regarding interest in the Company" (Long position)

BENAD RO HEER (#2)

St
Kanghua Group Domestic Shares  Beneficial owner 197,500,000 79% 59.06%
REEE NER ERBEAA (Long position)

(#2)
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Other Information

Approximate
percentage of
Approximate the Company’s
percentage in  total issued

Shares of the  share capital

same class NG|
Number ERER ERTRE
Name Class of Shares ~ Nature of interest of Shares B3 Fris BEHN
e/ £ i giEcbil BENE RO®E BB Aot
Xingye Group Domestic Shares  Beneficial owner 25,000,000 10% 748%
HREE NEMR EnAA (Long position)
(#2)
Mr. Chen Wangzhi Domestic Shares  Interest of a party to an agreement 250,000,000 100% 74.76%
PRIE A& NER regarding interest in the Company!’; (Long position)
interest in a controlled corporation®; (HF#.)
family interest of spouse!
BRRARRIRENHRIER
BEM—F 0 REEEER
Ea0 RENFkEESY
Ms. Wang Aigin Domestic Shares  Interest of a party to an agreement 250,000,000 100% 74.76%
YLt NER regarding interest in the Company!’; (Long position)
interest in a controlled corporation®; (578)
family interest of spouse!
BERNAR RSN HHEER
EEN 70 R EER
B0 RENRkER®
Xingda Property Domestic Shares  Beneficial owner 27,500,000 [1% 8.22%
FEM% RER BRBEEA (Long position)
(#2)
Mr. Xie Zhikun ("Mr. Xie") H Shares Interest in a controlled corporation © 20,055,800 23.76% 6.00%
FEELE(BEE]) HEX WREHEE R (Long position)
(#2)

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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Other Information

Approximate
percentage of
Approximate the Company’s
percentage in  total issued

Shares of the  share capital

same class NG|
Number ERER ERTRE
Name Class of Shares ~ Nature of interest of Shares B3 Fris BEHN
it/ 5% BOEH  mEnE ROBE BNEAL  ASM
Zhonghai Chengfeng (Beijing) H Shares Interest in a controlled corporation © 20,055,800 23.76% 6.00%
Asset Management Co, Ltd. HEx REEHEERERO (Long position)
(“Zhonghai Chengfeng') (78)
PERSE(LR)EXEEFRAR
(Mhigzel)
Zhonghai Chengrong (Beijing) H Shares Interest in a controlled corporation © 20,055,800 23.76% 6.00%
Asset Management Co, Ltd. HEx REEHEERERO (Long position)
(“Zhonghai Chengrong”) (78)
PERB(LR)ETEEERAR
(MigRal)
Zhongzhi Investment Management H Shares Interest in a controlled corporation © 20,055,800 23.76% 6.00%
Co, Ltd. HE REEHEERERO (Long position)
(“Zhongzhi Investment') (578)
PEREEEARARN(PERE])
Huzhou Zhongze Taifu Investment H Shares Interest in a controlled corporation © 20,055,800 23.76% 6.00%
Co, Ltd, HAR REEEENER© (Long position)
(“Huzhou Zhongze') (&)
AN EREREBRRA
(DEME])
Huzhou Feipeng Capital Management ~ H Shares Beneficial owner 20,055,800 23.76% 6.00%
Co, Ltd. HAR BREAA (Long position)
("Huzhou Feipeng") (&)
HNREERERERAF
(DHMAREE])
EREEERROHARAR

RS 2018




Other Information

Approximate
Approximate  percentage of
percentage in the Company’s
Shares of the  total issued

same class  share capital

Number HEER NG|

Name Class of Shares  Nature of interest of Shares REBfE  ERITRE
e/ £ KR EHME Ro®E #HioEst HOESH
New China Asset Management H Shares Investment manager 8,689,000 10.30% 2.60%
(Hong Kong) Limited HEx REKE (Long position)
MEEEEE(BE)ERRT (#2)
Lin Lijun (“Mr. Lin") H Shares Interest in a controlled corporation © 11,146,200 1321% 333%
MAE(HEE]) HAR REEEENER© (Long position)
(#2)
LVC Assets Management Limited H Shares Interest in a controlled corporation © 11,146,200 1321% 333%
HAR REEEEN R © (Long position)
(42)
LVC KH Investment LP. H Shares Beneficial owner 11,146,200 1321% 333%
HAR EuAA (Long position)
(#2)
Haitian (HK) Holdings Limited (formerly H Shares Beneficial owner 5,052,600 5.98% [.51%
named as “Haitian (HK) Financial H& BREAA (Long position)
Development Limited") (7E)

BR(EB)ERERAR (Fl%
RIBR(EE) eBERERAR

Zhan Yongxiang H Shares Beneficial owner 5,021,966 5.95% 1.50%
BxH HAR BRBEEA (Long position)
(#2)

Mr. Wang Mingsong H Shares Interest in a controlled corporation 4,880,000 5.78% | 46%
FHIREE HIX REEHEENER O (Long position)
(42)

Bo An Investments Pte, Ltd. H Shares Interest in a controlled corporation ) 4,880,000 5.78% . 46%
("Bo An Investments) HEx REEHEER RO (Long position)
BLRELABRLR([HZRE]) (#2)

Huaxia Interational Company H Shares Beneficial owner 4,880,000 5.78% |.46%
Limited (“Huaxia International”) H& ERBERA (Long position)
ZEERARAR(ZEER]) (#2)

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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Notes:

—

)

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 interests
in the Company and the decisions as to the business and operations of the Group shall
be in accordance with the unanimous consent of all of them. Therefore, each of them is

deemed to be interested in all the Shares held by them in aggregate by virtue of the SFO.

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

and Xingye Group is interested by virtue of the SFO.

Each of Mr. Chen Wangzhi and Ms. Wang Aigin holds 50% in Xingda Property. As each of
Mr. Chen Wangzhi and Ms. Wang Aigin controls more than one third of the voting power
at the general meeting of Xingda Property, each of Mr. Chen Wangzhi and Ms. Wang 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
to be interested in all the Shares held by them in aggregate by virtue of the SFO.

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

Other Information
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Other Information

(b)  Substantial shareholders of other members of the Group

(b) FEEHMRELARNTERR

Approximate
percentage
interest held

by the substantial

shareholder

Name of member TERR
Name of shareholder of the Group Nature of interest ek
RRIEE £ FEERELRER BEREtE BAEDH
Kangdi Enterprise @ Renkang Hospital Beneficial owner 15%
RHEROO (mESR EaBBA
Ms. Zhang Dandan (0 Renkang Hospital Beneficial owner 15%
T L OO TRk ERERA
Ms. Wang Aier (0 Renkang Hospital Beneficial owner 13%
FERLLOO TRk ERERA
Notes: BFE

) Pursuant to an entrusted management agreement, each of Kangdi Enterprise, Ms. Zhang

Dandan and Ms. Wang Aier irrevocably vested their entire voting power at any general

meeting of Renkang Hospital to the Company.

) 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 2018, to the knowledge of the Directors, no other

person had, or were deemed or taken to have interest or short position in the Shares or

underlying Shares which would fall to be disclosed to the Company under the provisions

of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in the registry kept

by the Company pursuant to Section 336 of the SFO.
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Deloitte.

TO THE BOARD OF DIRECTORS OF
GUANGDONG KANGHUA HEALTHCARE CO., LTD.

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 53 to 102, which comprise the condensed consolidated
statement of financial position as of 30 June 2018 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the six months period then ended, and certain
explanatory notes. The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and Intemational 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 towards or accept liability to any other person

for the contents of this report.

Making another century of impact
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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.

CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that the
condensed consolidated financial statements are not prepared, in all material respects, in

accordance with IAS 34,

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
31 August 2018
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HRGSEREREtEZERER

For the six months ended 30 June 2018
HE-Z-\FXA=THIAEA

Six months ended 30 June

BEAA=THLEAER

2018 2017

—E-N\F —E—+F

RMB’000 RMB'000

AR®BTR ARBTT

Notes (unaudited) (unaudited)

Pyt (REER) (REEZ)

Revenue gy 3 738,589 635,302
Cost of revenue W g AR (570,541) (474,643)
Gross profit EH 168,048 160,659
Other income Hp g A 4 28,513 11,787
Other gain and losses HA A REE 5 248 (12,117)
Administrative expenses IR (80,580) (58,350)
Profit before taxation B A5t A A 6 116,229 101,979
Income tax expenses S TR 7 (26,796) (27,904)
Profit and total comprehensive income for the period H3A& Il & 2 UL A 4858 89,433 74,075
Profit and total comprehensive income for OB TR ER RS F J
the period attributable to: FEHBALLE :
— owners of the Company —ARAHEBA 85,632 72,043
— non-controlling interests — RS 3,801 2,032
89,433 74,075
Earnings per share, basic (RMB cents) FRERBMARED) 9 25.6 215

EREEBEROERAF



Condensed Consolidated Statement of Financial Position

B4R S B HHIR R &R

At 30 June 2018
RZF-\FRA=1H

At 30 June At 3| December
2018 2017
R=B-N\E RN-T—LF
AA=Z+tR +ZA=+—H
RMB’000 RMB'000
AR®BTR ARBTT
NOTES (unaudited) (audited)
BT (REER) (&&E%)
Non-current assets kRBEE

Property, plant and equipment ME - HER&E 10 447,857 434,109
Goodwil g I 56,601 —

Deposits paid for acquisition of property, WEMX  BFEKEREMTRE
plant and equipment 83,949 76,456
Financial asset at fair value through profit or loss BATEGFABSENSREE 12 16,545 =
Available-for-sale investment AftHERE 12 = 16,275
Other receivables H i B YRIR 81,000 5,000
685,952 531,840

Current assets RBEE
Inventories FE 46,712 44,524
Accounts and other receivables JFE LS B R I L At P KUK TR 13 281,446 214,508
Financial assets at fair value through profit or loss BATEGFABSENSREE 12 518,509 —
Available-for-sale investments At HERE 12 = 543,025
Restricted bank balances SR HIRITHEER 11,179 14,700
Bank balances and cash RITEBRREA R 294,708 383,796
1,152,554 1,200,553
54 GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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At 30]une 2018
RZF-\FARA=1H

At 30 June At 3| December
2018 2017
R=B-N\E RN-T—LF
ARA=Z+R +ZA=+—H

RMB’000 RMB'000
AR® TR ARBETT
NOTES (unaudited) (audited)
it (REER) (R&EZ)
Current liabilities REEE

Accounts and other payables JE T BR X S H A B A 0IA 14 405,834 412,586
Amounts due to a shareholder e — 2R A 682 925
Tax payables e 36,517 29,483
443,033 442,994
Net current assets REBEERE 709,521 757,559
Net assets EERE 1,395,473 1,289,399

Capital and reserves BEXRRE
Share capital ELZN 15 334,394 334,394
Reserves it 1,016,462 930830
Equity attributable to owners of the Company AREHEE AEHER 1,350,856 1,265,224
Non-controlling interests R 44617 24,175
Total equity ERBHE 1,395,473 1,289,399

EREEBEROERAF
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For the six months ended 30 June 2018
HEZZ-)\$XA=THILAER

Attributable to owners of the Company

ENNCIE 2PN 3
Non-
controlling
Share Share Capital Statutory Retained interests
capital premium reserve reserves earnings Total FER Total

KA BHRE EXREE  AEHE  REERT mst Bt At
RMB'000 ~ RMB'000  RMB000 ~ RMB'000  RMB000  RMB'000  RMB000  RMB'000

(note)
ARETT ARETR ARETR ARETR ARETR ARETR ARETR ARETR
GE
At | January 2018 (audited) RZZ-\F-A—H
(&%) 334,394 698,214 53,394 28464 150,758 1,265,224 24,175 1289,399
Profit and total comprehensive BREN R
income for the period 2ERAEE = = = = 85,632 85,632 3,801 89,433
Acquisition for a non-wholly owned  IEE—fIFEZEH)
subsidiary (note 18) Pt AR (FiaE 18) — — — — — — 16,641 16,641
Transfer b = — — 9,528 (9.528) — — —
At 30 June 2018 (unaudited) RZZ-\FA=1H
(REE%) 334394 698,214 53,394 37,992 226862 1,350,856 44617 1395473
At | January 2017 (audited) RZZ—t5-A—H
(g&H”) 334,394 698214 53,394 12344 57069 1155415 19628 1,175043
Profit and total comprehensive HBREF K&
income for the period PERALE = — - — 72043 72,043 2032 74,075
At 30 June 2017 (unaudited) RZZ—+E,A=1H
(REERZ) 334,394 698214 53394 12,344 129,112 1227458 20660 1249118

Note:  Amount of RMBI,897,000 included in the Group's retained eamings as at 30 June 2018 represents Mk : REER2018F6 A0ANKLREF BT

the profit generated from the private non-enterprise entities directly or indirectly held under Anhui AR 18970007 - RIEAKE U E
Hualin Medical Investment Co,, Ltd. a company newly acquired by the Group during the period MRBERBREREER DA EENAER
(details referred to note 18). Under the PRC laws and regulations, the retained eamings of the BN EERMEENTIEGERM
private non-enterprise entity is not distributable. i 18) o MIEPEVERIER - EFHLEE

BOBTWRER P AESRLH
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For the six months ended 30 June 2018
HEZZ-\FRA=THIAEA

Six months ended 30 June

BEAA=THLEAER

2018 2017
—B-N\F —ETtF
RMB’ 000 RMB'000
AR®BTR ARBTT
(unaudited) (unaudited)
(REER) (RE&ERZ)
Net cash generated from operating activities RETHMEBRETEHE 35,341 63,762
Investing activities REEH
Placement of restricted bank balances FRE R EIRITAREER (1,009,970) (915,446)
Purchase of financial assets at fair value through profit or loss BB iZ A (EFT ABRNEREE (957,070) —
Deposit paid for an investment BEKRER € (81,000) =
Net cash outflow from an acquisition of Y- EARRRE R L FEE
a subsidiary (Note 18) (BIzE18) (51,092) —
Purchase of property, plant and equipment BEWE  BENKERE (34,752) (15,232)
Deposits paid for acquisition of property, WEME  BE K
plant and equipment REFES (7,493) (70,353)
Proceeds from disposal of financial assets at HERDFEFARR
fair value through profit or loss HEMEEMSHE 988,230 =
Withdrawal of restricted bank balances RIS IR FRT AR 1,013,491 935,604
Income received from available-for-sale investments/ REAHFEERENKA
financial assets at fair value through profit or loss BATEFABRNEHEE 9,88l 2,376
Interest received YA E 4931 1963
Proceeds from disposal of property, plant and equipment HEME - BERREMERE 128 21
Purchase of available-for-sale investments BEUHLERE — (741,452)
Loans granted to a hospital (Note 13) BT —HBRAOER(HE13) — (20,000)
Redemption of available-for-sale investments BOAHHERE — 279,000
Net cash used in investing activities RETBMAREFH (124,716) (543519)
Financing activities METE
Repayments to a shareholder BRT—BRE (243) (4,998)
Advances from a shareholder RE—ABRRH R — 2,744
Net cash used in financing activities MEEHFMARESEE (243) (2,254)
Net decrease in cash and cash equivalents RERBEEEMALEE (89,618) (482,01 1)
Cash and cash equivalents at beginning of the period HORERALEEY 383,796 936,374
Effect of foreign exchange rate changes EREETE 530 (3,169)
Cash and cash equivalents at end of the period, HARRERAELEEY
represented by bank balance and cash HBTEBRAS 294,708 451,194

EREEBEROERAF
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

GENERAL INFORMATION AND BASIS OF PREPARATION

Guangdong Kanghua Healthcare Co,, Ltd. (“the Company"), was established as
a limited liability company under the name of Dongguan Kanghua Enterprise Co,
Ltd. in the People’s Republic of China (the “PRC") and has its shares listed on The
Stock Exchange of Hong Kong Limited. The addresses of the registered office of
the Company is disclosed in the section “Corporate Information” in the interim
report. The Company and its subsidiaries (collectively referred as the “Group”) are
principally engaged in operation of hospitals, provision of rehabilitation and other
healthcare services, hospital management services and sales of pharmaceutical

products in the PRC.

The condensed consolidated financial statements are presented in Renminbi
(“RMB”), which is also the functional currency of the Company. This condensed
consolidated financial statements have been approved by the Board of Directors

on 31 August 2018 but have not been audited.

The condensed consolidated financial statements have been prepared in
accordance with International Accounting Standard (“IAS") 34 “Interim Financial
Reporting” issued by the International Accounting Standards Board (“IASB”) as
well as with the applicable disclosure requirements of Appendix |6 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “"Hong Kong Listing Rules”).

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")/available-for-sale investments which are measured at fair values at the

end of each reporting period.

Except as described below, the accounting policies and methods of computation
used in the condensed consolidated financial statements for the six months ended
30 June 2018 are the same as those followed in the preparation of the Group's

annual financial statements for the year ended 31 December 2017.
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PRINCIPAL ACCOUNTING POLICIES (Contd)

Adoption of new accounting policies in respect of business combinations and
goodwill

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which
is calculated as the sum of the acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of
the acquiree. Acquisition related costs are generally recognised in profit or loss as

incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed

are recognised at their fair value, except that:

®  deferred tax assets or liabilities, and assets or liabilities related to employee
benefit arrangements are recognised and measured in accordance with IAS

12 Income Taxes and IAS |19 Employee Benefits respectively;

* liabilities or equity instruments related to share-based payment arrangements
of the acquiree or share-based payment arrangements of the Group entered
into to replace share-based payment arrangements of the acquiree are
measured in accordance with International Financial Reporting Standard

("IFRS") 2 Share-based Payment at the acquisition date; and

®  assets (or disposal groups) that are classified as held for sale in accordance
with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

are measured in accordance with that standard.

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

PRINCIPAL ACCOUNTING POLICIES (Contd)

Adoption of new accounting policies in respect of business combinations and
goodwill (Cont'd)

Business combinations (Contd)

Goodwill is measured as the excess of the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the acquiree (if any) over the
net amount of the identifiable assets acquired and the liabilities assumed as at
acquisition date. If, after re-assessment, the net amount of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree and the fair value of the
acquirer's previously held interest in the acquiree (if any), the excess is recognised

immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their
holders to a proportionate share of the relevant subsidiary's net assets in the event
of liquidation may be initially measured either at fair value or at the non-controlling
interests’ proportionate share of the recognised amounts of the acquiree’s
identifiable net assets. The choice of measurement basis is made on a transaction-

by-transaction basis.

If the initial accounting for a business combination is incomplete by the end of the
reporting period in which the combination occurs, the Group reports provisional
amounts for the items for which the accounting is incomplete. Those provisional
amounts are adjusted during the measurement period (see above), and additional
assets or liabilities are recognised, to reflect new information obtained about facts
and circumstances that existed at the acquisition date that, if known, would have

affected the amounts recognised at that date.
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PRINCIPAL ACCOUNTING POLICIES (Contd)

Adoption of new accounting policies in respect of business combinations and
goodwill (Cont'd)

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established
at the date of acquisition of the business (see the accounting policy above) less

accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's
cash-generating units (or groups of cash-generating units) that is expected to
benefit from the synergies of the combination, which represent the lowest level at
which the goodwill is monitored for internal management purposes and not larger

than an operating segment.

A cash-generating unit (or group of cash-generating units) to which goodwill has
been allocated is tested for impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill arising on an acquisition in
a reporting period, the cash-generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any goodwill and
then to the other assets on a pro-rata basis based on the carrying amount of each

asset in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable amount of
goodwill is included in the determination of the amount of profit or loss on disposal
(or any of the cash-generating unit within group of cash-generating units in which

the Group monitors goodwill).
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd)
Application of new and amendments to International Financial Reporting
Standards (“IFRSs”)
In the current interim period, the Group has applied, for the first time, the following
new and amendments to IFRSs issued by the IASB which are mandatory effective
for the annual period beginning on or after | January 2018 for the preparation of

the Group's condensed consolidated financial statements:

TEEHEE#AE)

B 40 3 5T B PR B 5 R 5 2 R (T BRI PR B
BREER D REBITER
REMHHHE ARECERER
ATRZF-NF-—A—-HERHZ
RO FERERBERNBE R G E
AR B @R FR] RGBT BIRE
BHREER  UREAKBEGEHES
IBRE

IFRS 9 Financial Instruments

BRI TS SRS 2R S 9 5% SRTA

IFRS 15 Revenue from Contracts with Customers and the related Amendments
BIFR B B S 2R RIS 15 55 P a{ms KAERERT

IFRIC 22 Foreign Currency Transactions and Advance Consideration

BRMBREREZESRESE 2%
Amendments to IFRS 2

BRI B M 5 2R R 5B 2 9% (B RT AR
Amendments to IFRS 4

B R B 75 4 o5 ZE B %6 4 5% (1B R AS)
Amendments to IAS 28

BIFR & et 2RI % 28 5 (IBRTAK)
Amendments to IAS 40

L@ EHERIE 40 5% (BRT &)

INERZ 5 BB RME

Classification and Measurement of Share-based Payment Transactions

B BERNINRFO DB NTE

Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
FERERMEHRELERFEIRERTANERMBHREENE4RRREL
As part of the Annual Improvements to IFRSs 2014 - 2016 Cycle
ER-F-—MFE-_T-AFRHBBERNGEHREENNFEIEN—FD
Transfers of Investment Property

REYMEER
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PRINCIPAL ACCOUNTING POLICIES (Contd)
Application of new and amendments to International Financial Reporting
Standards (“IFRSs”) (Contd)

Except as described below, the application of these new and amendments to IFRSs

did not have any material impact on the Group's condensed consolidated financial

statements.

2.1

Impacts and changes in accounting policies of application on IFRS 15

Revenue from contracts with customers

The Group has applied IFRS 15 for the first time in the current interim
period. IFRS |5 superseded IAS 18 Revenue, IAS || Construction Contracts

and the related interpretations.

The Group recognises revenue from the following major sources:

o Revenue from provision of hospital services;

o Revenue from provision of rehabilitation and other healthcare

services;

° Revenue from provision of hospital management services; and

®  Revenue from sales of pharmaceutical products.

The Group has applied IFRS |5 retrospectively with the cumulative effect of
initially applying this Standard recognised at the date of initial application, |
January 2018. Any difference at the date of initial application is recognised
in the opening retained profits and comparative information has not been
restated. Furthermore, in accordance with the transition provisions in IFRS
I5, the Group has elected to apply the standard retrospectively only to
contracts that are not completed at | January 2018. Accordingly, certain
comparative information may not be comparable as comparative information

was prepared under IAS |8 Revenue and related interpretations.

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

TEEHEE#AE)

BRANH AT BB B R 4R 5 2 R ([ B R B
BHREE D REBTXR(E)

R TSI RSN - FE R E R AT R B
A BB B B oS R A R B A B 4R
AMBBRRIETMEATE -

20 FERAERMBHREEREISH
EFEHNBRANEHBRTER
BE
REE DR AH B HIRE &R RN
BIR I B s £ ISR 155 o
B BB EERNE SRR
BRa st R E I8 MA - B
SHENEIRZESH R
B o

AEBENTERRBHERK
A

o RHUBRREHEA

s REREREMEBERY
AR

RHEEREERBEHK
A K

AEEERPEARBITERE
ZRZE IS5 MEXERZE
AW BT EN=_2—N\F—A
—HEXERERER - REX
ERBEzEREERBIRE
BNERAMUESINLRER -
BEAN - ARAR BB B B RS R 5
ISR BEIEN - NEBEER
H_T-N\F—A—-BHERTK
ZAKBYRERZIZE - Bt
BT L EVE R R 4 B ELAR 15 B B
SR EANE I8 MA RAEER
BRENLEERALE -

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd)
2.1 Impact and changes in accounting policies of application on IFRS 15

Revenue from contracts with customers (Cont d)

2.1.] Key changes in accounting policies resulting from application of IFRS
15

IFRS 15 introduces a 5-step approach when recognising revenue:

®  Step I: Identify the contract(s) with a customer
®  Step 2 Identify the performance obligations in the contract
®  Step 3: Determine the transaction price

®  Step 4: Allocate the transaction price to the performance

obligations in the contract

®  Step 5: Recognise revenue when (or as) the Group satisfies a

performance obligation

Under IFRS |5, the Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is transferred

to the customer.

A performance obligation represents a good and service (or a bundle
of goods or services) that is distinct or a series of distinct goods or

services that are substantially the same.
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2. PRINCIPAL ACCOUNTING POLICIES (Contd)
2.1 Impact and changes in accounting policies of application on IFRS 15

Revenue from contracts with customers (Cont d)

2.1.] Key changes in accounting policies resulting from application of IFRS
15 (Contd)

Control is transferred over time and revenue is recognised over time
by reference to the progress towards complete satisfaction of the

relevant performance obligation if one of the following criteria is met:

®  the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the Group

performs;

*  the Group's performance creates and enhances an asset that

the customer controls as the Group performs; or

*  the Group's performance does not create an asset with an
alternative use to the Group and the Group has an enforceable

right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.
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2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1 Impact and changes in accounting policies of application on IFRS 15

Revenue from contracts with customers (Cont d)

2.1.] Key changes in accounting policies resulting from application of IFRS

66

15 (Contd)

For revenue from (i) hospital services; (ii) rehabilitation and other
healthcare services; and (iii) hospital management services, for
which the control of the service is transferred when the Group had
provided the related services over the service period, revenue is
recognised when the patients simultaneously received healthcare
services, physical examinations services and rehabilitation services and

the managed hospital received management services.

For revenue from sales of pharmaceutical products for which control
of pharmaceutical products is transferred at a point in time, revenue is
recognised when the customer obtains the control of pharmaceutical
products and Group has present right to payment and the collection

of the consideration is probable.

Over time revenue recognition: measurement of progress towards
complete satisfaction of a performance obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to recognise
revenue on the basis of direct measurements of the value of the
goods or services transferred to the customer to date relative to the
remaining goods or services promised under the contract, that best
depict the Group's performance in transferring control of goods or

services.

The application of IFRS |5 in the current interim period has had no
material impact on the amounts and/or disclosures reported in these

condensed consolidated financial statements.
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2. PRINCIPAL ACCOUNTING POLICIES (Contd)

22

Impacts and changes in accounting policies of application on IFRS 9

Financial Instruments and the related amendments

In the current period, the Group has applied IFRS 9 Financial Instruments,
Amendments to IFRS 9 Prepayment Features with Negative Compensation
and the related consequential amendments to other IFRSs. IFRS 9 introduces
new requirements for (1) the classification and measurement of financial
assets and financial liabilities; and (2) expected credit losses (“ECL") for

financial assets.

The Group has applied IFRS 9 in accordance with the transition provisions
set out in IFRS 9, i.e. applied the classification and measurement
requirements (including impairment) retrospectively to instruments that have
not been derecognised as at | January 2018 (date of initial application) and
has not applied the requirements to instruments that have already been
derecognised as at | January 2018. The difference between carrying amounts
as at 31 December 2017 and the carrying amounts as at | January 2018 are
recognised in the opening retained profits and other components of equity,

without restating comparative information.

Accordingly, certain comparative information may not be comparable as
comparative information was prepared under IAS 39 Financial Instruments:

Recognition and Measurement.

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. FEETEER#E)

22

ERERMBEREENEIRE
BMIANEHBREREBREIY
Ergsy

RERHR - AEEEEAER
FBRELRNEIRZHTA -
BB 75 5 R E 9B RT
K)EPEAFIHR R FHERE
o BRR B 75 #  ZE U AR R RO AR B
{EFT - BRI |mEREANE 95
REREEREBEBEND
BHNFE RQEREENTR
HEERR(HMEERX]
AFHRE °

AEBEREREEABHRELER
59 5% P L Y B R 16 7B A B R
IHEREEREIR - BIH_-FT
—N\E—-A—-H(EXERBEH)
WAL RN TREEHERS
BRFERR(BRERE) L&
HER-F-\F-A—B#&L
RN TARBABER - R
T—+F+_A=t—HZEKE
BEER-_F-\F-A—-HB2k
H{E BRI EERARERF
KA 5 B D R M I EE
HEER

Eit > ETHBREHRLER
BERESHERNEREH T
A BRRTEGHILBER
Anltpit o

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd)
22 Impacts and changes in accounting policies of application on IFRS 9

Financial Instruments and the related amendments (Cont d)

2.2.1  Key changes in accounting policies resulting from application of IFRS 9

Classification and measurement of financial assets
Trade receivables arising from contracts with customers are initially

measured in accordance with IFRS 15.

All recognised financial assets that are within the scope of IFRS 9
are subsequently measured at amortised cost or fair value, including
unquoted equity investments measured at cost less impairment under

IAS 39.

Debt instruments that meet the following conditions are subsequently

measured at amortised cost:

° the financial asset is held within a business model whose
objective is to hold financial assets in order to collect

contractual cash flows; and

®  the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding.
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BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Classification and measurement of financial assets (Cont d)

All other financial assets are subsequently measured at FVTPL,
except that at the date of initial application/initial recognition of a
financial asset the Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in other comprehensive
income (“OCI") if that equity investment is neither held for trading
nor contingent consideration recognised by an acquirer in a business

combination to which IFRS 3 Business Combinations applies.

In addition, the Group may irrevocably designate a debt investment
that meets the amortised cost or fair value through other
comprehensive income (“FVTOCI") criteria as measured at FVTPL if

doing so eliminates or significantly reduces an accounting mismatch.
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Classification and measurement of financial assets (Cont d)

Equity instruments designated as at FVTOCI

At the date of initial application/initial recognition, the Group may
make an irrevocable election (on an instrument-by-instrument basis)

to designate investments in equity instruments as at FVTOCI.

Investments in equity instruments at FVTOCI are initially measured
at fair value plus transaction costs. Subsequently, they are measured
at fair value with gains and losses arising from changes in fair value
recognised in OC| and accumulated in the investment revaluation
reserve; and are not subject to impairment assessment. The
cumulative gain or loss will not be reclassified to profit or loss on
disposal of the equity investments, and will be transferred to retained

profits.

Dividends on these investments in equity instruments are recognised
in profit or loss when the Group's right to receive the dividends is
established in accordance with IFRS 9, unless the dividends clearly
represent a recovery of part of the cost of the investment. Dividends

are included in the “other income” line item in profit or loss.
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BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Classification and measurement of financial assets (Cont d)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at
amortised cost or FVTOCI or designated as FVTOCI are measured at
FVTPL

Financial assets at FVTPL are measured at fair value at the end of
each reporting period, with any fair value gains or losses recognised in
profit or loss. The net gain or loss recognised in profit or loss excludes
any dividend or interest eamed on the financial asset and is included

in the “other gain and losses” line item.

The directors of the Company reviewed and assessed the Group's
financial assets as at | January 2018 based on the facts and
circumstances that existed at that date. Changes in classification and
measurement on the Group's financial assets and the impacts thereof

are detailed in Note 2.2.2.
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Impairment under ECL model

The Group recognises a loss allowance for ECL on financial assets
which are subject to impairment under IFRS 9 (including trade
receivables). The amount of ECL is updated at each reporting date to

reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“I2m ECL") represents the portion
of lifetime ECL that is expected to result from default events that
are possible within 12 months after the reporting date. Assessment
are done based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of both the current conditions at the

reporting date as well as the forecast of future conditions.
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BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

22,1 Key changes in accounting policies resulting from application of IFRS 9 221 [EEIRA L ERIES

(Contd)

Impairment under ECL model (Contd)

The Group always recognises lifetime ECL for trade receivables
without significant financing component. The ECL on these assets
are assessed individually for debtors with significant balances and/or

collectively using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a default

occurring since initial recognition.
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For the Six Months ended 30 June 2018
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2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Impairment under ECL model (Contd)

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of a default occurring
on the financial instrument as at the reporting date with the risk
of a default occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group considers
both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking

information that is available without undue cost or effort.

In particular, the following information is taken into account when

assessing whether credit risk has increased significantly:

®  an actual or expected significant deterioration in the financial

instrument’s external (if available) or internal credit rating;

*  significant deterioration in external market indicators of credit
risk, e.g. a significant increase in the credit spread, the credit

default swap prices for the debtor;

GUANGDONG KANGHUA HEALTHCARE CO., LTD.

HEHEH BRI T EE
2 (%)
RAEERAEREE)
EERBREEEM

PTG B MR EER
[ R R E L - AEE
BREmE A RER T ARE
ZE R AT B
ERMTARE ZEORRE
TTHER - EEITHRAER -
AEBeERAE X
WEEMELEN  BRE
FRETBRHOKARSEE N
0 A5 FE S A% B e AT RE 14
B} e

BHIR  EFEEEAR
STEEHME  §EF
WTER

o SRTEMINE(
BRI EEFR
MERgEREESR
1t :

o INEMBEERRE
BRBERL  0E
ERZEXREEN - &
BAREREEDES

{818



BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FEEFBEKRE)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) RTENSHBXRRBEHBIIY
EResH(£)
22,1 Key changes in accounting policies resulting from application of IFRS 9 221 [EEIRA L ERIES
(Contd) REHETHFN T EE
7 (&)

Impairment under ECL model (Cont ) EHEERAEXRERE)

Significant increase in credit risk (Cont a) FEERBEEEMNE)

*  existing or forecast adverse changes in business, financial or o TEFIEREHEBAE
economic conditions that are expected to cause a significant BEBEE AR T &
decrease in the debtor's ability to meet its debt obligations; MET BB SEE

AR B R A S TR
TR

®  anactual or expected significant deterioration in the operating o BERAKEXENE
results of the debtor; PReTREREE R

®  an actual or expected significant adverse change in the o BREBAEEER
regulatory, economic, or technological environment of the ﬁEjjj(mETﬁéﬁ’\]%iﬁz
debtor that results in a significant decrease in the debtor's ANEEE &l 1 i
ability to meet its debt obligations. fﬁ%ﬁ'\]ﬁﬁi HIRHH

BRTHEE -

Irrespective of the outcome of the above assessment, the Group N £ 51 1 Z 4 % an

presumes that the credit risk has increased significantly since intial il "EERR EAH

recognition when contractual payments are more than 90 days past INE ;jﬁﬁi;_goﬂi E(RE]
due, unless the Group has reasonable and supportable information RN REERRBRE
that demonstrates otherwise. BELN - BRIER 5’% E5

AEAAXFCENER -
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Impairment under ECL model (Contd)

Significant increase in credit risk (Cont'd)

Despite the aforegoing, the Group assumes that the credit risk on a
debt instrument has not increased significantly since initial recognition
if the debt instrument is determined to have low credit risk at the
reporting date. A debt instrument is determined to have low credit
risk if i) it has a low risk of default, ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in the near term
and i) adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of the
borrower to fulfil its contractual cash flow obligations. The Group
considers a debt instrument to have low credit risk when it has an
internal or external credit rating of ‘investment grade’ as per globally

understood definitions.

The Group considers that default has occurred when the instrument
is more than | year past due unless the Group has reasonable and
supportable information to demonstrate that a more lagging default

criterion is more appropriate.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

22,1 Key changes in accounting policies resulting from application of IFRS 9 221 [EEIRA L ERIES

(Contd)

Impairment under ECL model (Contd)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by

forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to
receive, discounted at the effective interest rate determined at initial

recognition.

Interest income is calculated based on the gross carrying amount of
the financial asset unless the financial asset is credit impaired, in which
case interest income is calculated based on amortised cost of the

financial asset.

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments by adjusting their carrying amount, with
the exception of accounts receivables where the corresponding

adjustment is recognised through a loss allowance account.
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FERHBE#E)
22 Impacts and changes in accounting policies of application on IFRS 9 22 EREBRUBREEINFIRS
Financial Instruments and the related amendments (Cont d) BRIANSHEERRERBTY
EREE(E)

2.2.1 Key changes in accounting policies resulting from application of IFRS 9 221 JERBIRA B EERES

(Contd)

Impairment under ECL model (Contd)

Measurement and recognition of ECL (Cont d)

As at | January 2018, the directors of the Company reviewed and
assessed the Group's existing financial assets and contract assets,
for impairment using reasonable and supportable information that
is available without undue cost or effort in accordance with the

requirements of IFRS 9.

All loss allowance for financial assets including financial assets at
FVTPL, accounts and other receivables, bank balances and cash and
restricted bank balances are measured on 12m ECL basis and there

had been no significant increase in credit risk since initial recognition.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.
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2.

PRINCIPAL ACCOUNTING POLICIES (Contd)
22 Impacts and changes in accounting policies of application on IFRS 9

Financial Instruments and the related amendments (Cont d)
222 Summary of effects arising from initial application of IFRS 9
The table below illustrates the classification and measurement

(including impairment) of financial assets under IFRS 9 and IAS 39 at
the date of initial application, | January 2018.

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

2. FEETEER#E)

22

ERERMBEREENEIRE
BMIANEHBREREBREIY
ERe8(E)

222 BAREMEEYEHEE
BIE I EL 2 E R
TREAREREMBH
(ZZE-N\F—A—R)E
R BRELEFIRK
REFTEAFEIRAT
MeBEENDBRFAE
(BHERE) -

Financial assets

at FVTPL

required by

IAS 39/IFRS 9

B EEER

$395% EB
BRI

Available- 5 9 SR 4R E KR
for-sale AFEFT AR
e HNeEMEE
RMB'000 RMB'000
ARBFT ARBTT

Closing balance at 31 December RZEB—+E+-A=1T—HH
2017 - 1AS 39 RS - B ERERE 395

Reclassification from available-for-sale ~ BRIt HESF DA
(both current and non-current) (mERIFRE)

559,300 —

(559,300) 559,300

Opening balance at | January 2018 RZZ—N\F—A—BMBN&EA

= 559,300

EREEBEROERAF
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

22 Impacts and changes in accounting policies of application on IFRS 9

Financial Instruments and the related amendments (Cont d)

222 Summary of effects arising from initial application of IFRS 9 (Contd)

The application of the expected credit loss model of IFRS 9 has no
material impact on the accumulated amount of impairment loss to
be recognised by Group as at | January 2018 as compared to the
accumulated amount recognised under IAS 39 mainly attributable to
expected credit losses provision on trade and other receivables. In
respect of bank balances, based on the historical financial information
and reputation of the banks that the Group deposited to, the
management of the Company has considered that the risk of default is
low, their capacity to meet its contractual cash flow obligations in the
near term is strong and there is no adverse changes in economic and
business conditions of the counterparties. Therefore, they considered
it is not necessarily to recognise provision for ECL on bank balances in

the condensed consolidated financial statements.

3. REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in (i) provision of hospital services; (ii) provision of

rehabilitation and other healthcare services; (iii) provision of hospital management

services; and (iv) sales of pharmaceutical products.
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BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

REVENUE AND SEGMENT INFORMATION (Contd) 3. WBEERIBERE)
Revenue &=
An analysis of the Group's revenue for the period is as follows: REEBHARZITHOT ¢
Six months ended 30 June
BEZAA=tHLAEA
2018 2017
—E-N\F —t %
RMB’000 RMB'000
ARBT R ARETT
(unaudited) (unaudited)
(REER) (REEZ)
Hospital services: Bl REIKA
— Inpatient healthcare services —Fh B ERS 426,169 378,265
— Outpatient healthcare services —FIZBERYG 258,761 230910
— Physical examination services —BmR% 30,163 24,938
Rehabilitation and other healthcare services: FR1E R HoAh BB ARAS WA
— Rehabilitation hospital services —REBRRS 10,436 N/A & F
— Rehabilitation centre services and —REPLREREMBRRS
other healthcare services 4215 N/A & F
Hospital management service income b BB RBHA 1,922 1,189
Sales of pharmaceutical products EmineE 6,923 N/A & F
738,589 635,302

Segment information
Information reported to the executive directors of the Company, being the chief
operating decision maker (the “CODM"), for the purposes of resource allocation

and assessment of segment performance focuses on types of service provided.

During the six months ended 30 June 2018, the Group acquired a new business
which is principally engaged in provision of rehabilitation and other healthcare
services (detailed in note 18). In light of the new business acquired during the
current period, the directors of the Company have reallocated the Group's
segment information and combined inpatient healthcare services, outpatient
healthcare services and physical examination services into one single segment as
hospital services. The directors of the Company are of the view that the revised
presentation of the operating segment information will better reflects the Group's

business operations.
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

3. REVENUE AND SEGMENT INFORMATION (Contd)
Segment information (Cont'd)
The Group's operating segments are classified as (i) hospital services; (ii)
rehabilitation and other healthcare services; (iii) hospital management services; and
(iv) sales of pharmaceutical products. The details of the Group's operating segments

are as follows:

() Hospital services:  Contains (i) Inpatient healthcare services generally
refer to the treatment of patients who are hospitalised
overnight or for an indeterminate period of time. (ii)
Outpatient healthcare services generally refer to the
treatment of patients who are hospitalised for less than
24 hours. (iii) Physical examinations services generally
refer to the clinical examination of individuals for signs of

diseases and health advisory services.

(i)  Rehabilitation and  Rehabilitation services generally refer to the provision of
other healthcare special care services to patients with permanent or long-
services: term physical or mental disabilities. Other healthcare

services include elderly care and training service for the
disabled.

(i) Hospital Provision of management services to a hospital owned
management by an independent third party.
services:

(iv) Sales of Sales of pharmaceutical products to patients of the
pharmaceutical Group's hospitals and outside customers.

products:

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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REVENUE AND SEGMENT INFORMATION (Contd)

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

3. WEkDMERE)

Segment revenues and results SR EREE
The following is an analysis of the Group's revenue and results by operating UTAREESEE DB ARE R Y
segments: REZEDIN

Six months ended 30 June 2018 (unaudited)

BE _F—/\FXNA=FHINEA

(REFE)
Rehabilitation
and other Hospital Sales of
Hospital healthcare  management pharmaceutical
services services services products Total
BEEREM Bk
BRER® BRERY 2 EERE ER#E #st
RMB'’000 RMB’000 RMB’000 RMB’000 RMB'’000
ARBTR ARBTR AR®TR AR®TRT AR®T:R
(Note a) (Note b)
(Kiata) (FH&Eb)
SEGMENT REVENUE yii L6
External sales SMERSHE 715,093 14,651 1,922 6923 738,589
Segment profit 7 Eb i A 157,804 7819 98I | 444 168,048
Other income HA 28,513
Other gain and losses HiRARER 248
Other unallocated expenses Hit R EEH% (80,580)
Profit before taxation BRI R R A 116,229
Notes: BaE
(@) Rehabilitation and other healthcare services was acquired in April 2018. (a) RZZ— N\EMA KRB RER M

(b) Sales of pharmaceutical products commenced in July 2017.

BEMRS -

b) NIE-—LFLARBRNERHE -
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

3.

REVENUE AND SEGMENT INFORMATION (Contd) 3. WBEERIBERE)
Segment revenues and results (Cont d) SBREREEE)
Six months ended 30 June 2017 (unaudited) HEZZT—tFA=THLERHEA
(REEZ)
Hospital
Hospital management
services services Total
Bl R BB R RS st
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT
SEGMENT REVENUE 2 B ER
External sales HNERSHE 634,113 1,189 635,302
Segment profit 7 8B ) 160,351 308 160,659
Other income HiWA 1,787
Other gain and losses ot s o ]2 B 18 (12,117)
Other unallocated expenses Hi R EEFAX (58,350)
Profit before taxation BRA AT A 101,979

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 represents the profit eamed by each segment
without allocation of other income, other gain and losses and other unallocated
expenses. This is the measure reported to the CODM of the Group for the

purposes of resource allocation and performance assessment.

Except as disclosed above, no other amounts are regularly provided to the CODM

of the Group and therefore, no further analysis is presented.
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4.  OTHER INCOME

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

HAit A

Six months ended 30 June

BEAA=THILEAREA

2018 2017

—E-N\F —T—+tF

RMB’000 RMB'000

AR® T ARBEFTT

(unaudited) (unaudited)

(REER) (REEERZ)

Bank and other interest income RITREMFEWA 5,566 6,328
Income from financial assets at BAFEFAESNEE

FVTPL/available-for-sale investments BE/AHEHERENRA 16,164 2,376

Rental income HE WA 2,206 2,183

Government subsidies (note) B Aa AL (R EE) 138 227

Others Hith 4,439 673

28,513 |1,787

Note: The government subsidies mainly represented the subsidies on costs incurred for research

and development projects, medical related seminars and forums with no special and

unfulfilled conditions attached.

5. OTHER GAIN AND LOSSES

Miet: BSHRE T REENTERERET
REFMTERE - BEAEBENRE
REE LKA, -

HiWA R EE

Six months ended 30 June

BEAA=THLEAER

2018 2017

—EB-N\F —E—tF

RMB’000 RMB'000

ARBTR ARBETT

(unaudited) (unaudited)

(REER) (REER)

Net exchange gain(loss) B X e (B8 ) F8 1,096 (9,848)
Impairment loss on accounts receivables FEW BR TR (B R 1R (776) (2,181)
Loss on disposal of property, plant and equipment HEME - BE RRENEE (72) (88)
248 (12,117)

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

6.

PROFIT BEFORE TAXATION

6. PBRBURTIER

Six months ended 30 June

BEAA=THILEAREA

2018 2017
—B-N\F —T—+F
RMB’000 RMB'000
AR®BTR ARBTT
(unaudited) (unaudited)
(REER) (REEZ)
Profit before taxation has been arrived BRA AT & FIASHIBR T 518 B 12 5
at after charging:
Depreciation of property, plant and equipment ME - BB LRETE 30,339 22217
Research and development expenditure MEFX 389 461
Operating lease rentals in respect of hospitals HERAFHANCEHERS 14,794 13,175
Cost of inventories recognised as expenses BRBRAZHFTERAR
(representing pharmaceutical products and (3B PTR &M RFEM -
consumables used, included in cost of revenue) FEAMEEKARA) 346,815 300,170

INCOME TAX EXPENSES 7. FEBIRAX
Six months ended 30 June
BEASA=THLEAREAR
2018 2017
—E-N\F —T+tF
RMB’000 RMB'000
AR®BTR ARETT
(unaudited) (unaudited)
(REER) (CREE)
Current tax: ENEAREIE -
PRC Enterprise Income Tax (“PRC EIT") RIS
([hEERMED ) 26,131 29,876
Under(over) provision in respect of prior years EFERETE(BRER®E) 665 (1,972)
26,796 27904

GUANGDONG KANGHUA HEALTHCARE CO., LTD.



INCOME TAX EXPENSES (Contd)
Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit. No
provision for Hong Kong Profits Tax had been made in both periods as the Group

had no assessable profits arising in Hong Kong.

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.

DIVIDENDS

The directors of the Company did not recommend the payment of an interim
dividend for the six months ended 30 June 2018 (six months ended 30 June 2017:
nil).

EARNINGS PER SHARE
The calculation of basic earnings per share attributable to owners of the Company

is based on the following data:

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

FREBim< (&)

BB MERIRGF ERTOETE 16.5%
AE - AR ARETERNERELN
JERRBUM A - w0 w1 HA PR 3 4
BRNEHA RS -

RETBEECEMEBRE(TREREH
EDREEMEBEBRIEN - K2
) K o BB B 9 B A R
EESHB R A25% °

iR E
ARAEFYIEERBEE_T N
FANHA=THLIENER RS RS
(BE-FT—tFXA=THILKMHE
A

SREF
ARAREARESREARFIER
DT RBHE -

Six months ended 30 June

BEAA=THILEAREA

2018 2017
ZE-N\F —T—tF
RMB’000 RMB'000
ARBTR ARETTT
(unaudited) (unaudited)

(REER) (REEZ)

Earnings: B2H :
Profit for the period attributable to the owners

BB ARIEBAEF

of the Company for the purpose of calculating

AR EERERBMHARF

basic earnings per share 85,632 72,043
Number of shares: BROBAE :
Weighted average number of ordinary shares for ~ BRI E BREAR R H) LB
the purpose of calculating basic eamings per share & 15 £ 334,394,000 334,394,000

No diluted earnings per share has been presented since there was no potential

ordinary share in issue for both periods.
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BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

10.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the current interim period, the Group acquired property, plant and
equipment and incurred expenditure on construction in progress of RMB34,076,000
and RMBI10,211,000 (six months ended 30 June 2017: RMBI 1,377,000 and
RMB13,690,000) respectively for the purpose of upgrading and expanding the

service capacity of the Group's hospital operations.

10. % BERRENEH

RAFPEERE AEEBEEWE -
BB & 3% 48 A R 34,076,000 7T & 5t
ERIBEEXEAR® 10211000
TEBEZZT—+tFA=+HLER
@A : AR 113770007t & AR
13,690,000 7C) * bA % Bl F+ 4% R 48 KA
EERREENREES -

GOODWILL BHE
RMB'000
AREFT
CosT AR
At | January 2018 R—E-N\F—-—H—H —
Arising on acquisition of subsidiary (note 18) PR L B 2 A 7 A (BT =T 18) 56,601
At 30 June 2018 RZE—N\FA=1H 56,601

For the purposes of impairment testing, goodwill on a provisional basis has been
allocated to provision of rehabilitation and other healthcare services segment as an
individual cash-generating unit (“CGU"). During the period ended 30 June 2018,

the directors of the Company determine that there are no impairment of the CGU.

The recoverable amount of the CGU has been determined based on a value in use
calculation. The calculation uses cash flow projections based on a business forecast
approved by management covering a 5-year period, and pre-tax discount rate of
13.1%. The CGU's cash flows beyond the 5-year period are extrapolated at 3%
growth rate. Other key assumptions for the value in use calculations relate to the
estimation of cash inflows/outflows is based on the past performance available and
management's expectations for the CGU's future development plan. Management
believes that any reasonably possible change in any of these assumptions would not
cause the carrying amount of the CGU to exceed the recoverable amount of the
CGU.
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2. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS/
AVAILABLE-FOR-SALE INVESTMENTS

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

BRAFPEFABRENERMEE

S AHHERE

At At
30 June 31 December
2018 2017

R-ZB-NE RZZT—+F
~AA=+H +=ZHA=+—8

RMB’000 RMB'000
AR®ETR ARBTT
(unaudited) (audited)
(REER) (R&EZ)

Unlisted fund (note i) FEmESPHE) 16,545 16,275

Portfolio investment fund (note ii) EHREES (M) 57,829 51,185

Structured bank deposits (note iii) RIS (i) 460,680 491,840

535,054 559,300

Analysed as: iR

Current k) 518,509 543,025
Non-current FERE 16,545 16,275
535,054 559,300

Notes: Wit -

(i) The unlisted fund represents investment in an equity security of an unlisted company in the (i) FLETESIERNFE—RIFELTARN
PRC and is measured at fair value. BaEHRE  TRATEGE -

(if) The Group invested into a portfolio investment fund with a fund manager in Hong Kong (i) FAEERBIRENHEE —BERLE
for investment returns. The portfolio includes a mixture of cash and shares which are EENBEFREESRIURERR - %
primarily listed in Hong Kong and is measured at fair value. REHGBERRIEARELTH

BwAE - WRAFERE o
(i) The Group invested into structured deposits with a bank in the PRC by using unutilised (i) AEEBARLERNEEGREN K

funds for investment retums. Majority of these structured deposits are with maturities of

less than six months and the principal is generally renewed when matured.

R RITH BT R ARRIRE @
o ABOEBUEFRNIEE PRA
BR  Ae—RREIHREE -

EREEBEROERAF
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

13. ACCOUNTS AND OTHER RECEIVABLES 13. EWRFRKREAEWRFIE
At At
30 June 31 December
2018 2017

R=B-NE  HFLF
XB=tR +-A=1-A

RMB’000 RMB' 000

AR¥T R AREFIT

(unaudited) (audited)

(REER) (fegwz)

Accounts receivables FEUER TR 141,652 95,037

Prepayments to suppliers AR HERTIR 13,189 5,267

Deposit paid for an investment (note i) ERER 2 (HMEEi) 81,000 5,000

Loan receivables (note ii) e E R (BT i) 100,000 100,000

Interest receivables FEUWF) B 6,703 6,066

Others HAth 19,902 8,138

Total accounts and other receivables FEUER R EL b FE U R IR 4B 58 362,446 219,508
Analysed as: MR

Current kD) 281,446 214,508

Non-current IERED 81,000 5,000

362,446 219,508

GUANGDONG KANGHUA HEALTHCARE CO., LTD.



Notes to the Condensed Consolidated Financial Statements

3. ACCOUNTS AND OTHER RECEIVABLES (Contd)

Notes:

()

(i)

During the six months ended 30 June 2018, an amount of RMB81,000,000 was paid by
the Group to a vendor who is an independent third party of the Group, as a deposit
paid for the proposed acquisition of Chongging Kanghua Zhonglian Cardiovascular
Hospital Co,, Ltd. (the “Managed Hospital"), which is a specialty hospital in cardiovascular
diseases located in Chongging. The Group provides hospital management services to the
Managed Hospital prior to the proposed acquisition. Such deposit is refundable upon the

unsuccessful of acquisition or will use to offset the remaining acquisition consideration.

The amount of RMB5,000,000 as at 31 December 2017 represented the deposit paid for
the acquisition of Anhui Hualin Group (name defined in note 18). The acquisition was

completed and deposit was utilised on | April 2018.

In June 2016, a wholly-owned subsidiary of the Company granted an unsecured loan of
RMB50,000,000 to the Managed Hospital. In December 2016, the Group further provided
an unsecured loan facility of RMB50,000,000 to the Managed Hospital, of which the
Managed Hospital had made the first drawdown of RMB30,000,000 in the same month.
In January 2017, the Managed Hospital had made the second drawdown of the unsecured
loan facility of RMB20,000,000. The loans provided to the Managed Hospital are interest-
bearing at a fixed rate of 0.42% per month and repayable within twelve months from the
drawdown date. During the six months ended 30 June 2018, the loans of RMB50,000,000
and RMB20,000,000 were renewed upon maturity at a fixed rate of 0.42% per month and

repayable within twelve months from the drawdown date.

LR

B % R M

For the Six Months ended 30 June 2018

BE-T-\FRA=THLAER
13. FEWRRR K E At KRR IR (42)
GEE
iy HEZZ-NEXA=THILAHE

A AEER—REA(AEAEER
MEZF )X RIEAR 81,000,000
T EAERRBEERERE LM
ERERARAD(EEER] —X
MNREERLMNERRERIER) X
#miéo$E@%%%W$ﬁmm

ERREUERETERE - A@FT 2
ﬁﬁ%%?&mh RIS % A K 8
BTURERE -

RZBE—+F+=ZA=+—HAHA
R ¥ 5,000,000 7T ) R IEIE BB 2B
EREE(ZEHTERMTI8) XM
e - ZERBERRAETESR=
T-N\FEMNA—HEEHA -

—~NERNR ARRZEWE
@ﬁﬁﬁAEMmmwm
cR-T—RE+ =
Hv$%l iﬁmﬁ SPT iRt A
R # 50,000,000 TR EEREREE -
MERRRRAAERRRERARE
30,0000007C °c ZE—+F—H - B
BRE-ARNEEREFEEAR
#20,0000007T ° REFELEEBE R
ERRBREENEGR02%E I
ARREBRABRET T ZEARNER -
BE-ZTZ-\F~A=Z+THLEA~ME
A BERAR 50000000 TRk ARE
20,000,000 7T 7 & i K 2 & A 0.42% /9
EEFIRES  WAEARRENA BB
TZEAREE

EREEBEROERAF o1

FREARE 2018
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For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

3.

ACCOUNTS AND OTHER RECEIVABLES (Contd)

The individual patients of the Group would usually settle payments by cash, credit
cards or governments' social insurance schemes. For credit card payments, the
banks will normally settle the amounts approximately 30 days after the transaction
date. Payments by governments’ social insurance schemes will normally be 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 medical insurance schemes ranged from 30 to 90 days
from the transaction date. Corporate customers will normally settle the amounts

within 90 days after the transaction date by bank transfers.

The following is an aged analysis of accounts receivables, net of allowance for

doubtful debts, presented based on the revenue recognition date at the end of the

FE I BRI EL At R UK IR ()

REBNEABA—RARE - EHAR
BT R EGE - HRERARX
T |RITBRGERZHHRHO0K
RERN - BBBRANL R EIAE
AT AR E AR BN E B RMIER
T8 B IRER T 8RR A SR BRI Y
BOBFEM - 8% B HENF30
ENARANEE - RAITPH RN
SEHRORAUNRTERTALEER

TR ©

ERNFE IR R B 250K
AR R RRE ) HOBRE AT T

reporting period:

At At

30 June 31 December

2018 2017

R=B-N\FE RN-T—LF

AA=tH +ZA=+—H

RMB’000 RMB' 000

AR® TR ARETT

(unaudited) (audited)

(REER) (R&EZ)

Within 30 days 30 RAA 84,769 71,637
31 to 90 days 3IR290K 35,120 14,379
91 to 180 days 91 £ 180K 1,221 4,102
181 to 365 days 181 £2365K 18,663 2,802
Over 365 days H3A 365 X 1,879 2117
141,652 95,037

92 GUANGDONG KANGHUA HEALTHCARE CO., LTD.



BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

14, ACCOUNTS AND OTHER PAYABLES 14, FE(FBRFN I E 1 FE 7B
At At
30 June 31 December
2018 2017

R=B-NE  HFLF
XB=tR +-A=1-A

RMB’000 RMB'000

ARBTR ARETT

(unaudited) (audited)

(REER) (&&=%)

Accounts payables e BR K 286,858 275,622

Accrued expenses FERTRX 37,153 68919

Construction payables ENERE 17,802 16,241

Receipt in advance TEWKRIE 45,802 41,824

Other tax payables H At R 5,965 3979

Provision for medical dispute claims BRAUDRERE 887 503

Others HAth 11,367 5,498

Other payables H fth e IR 118,976 136964

Total accounts and other payables JE A~ BR R e EL A FE < SRIE 4B 38 405,834 412,586
The credit period of accounts payables is from 30 to 90 days from the invoice date. ENERNERAEERBMHETNT

30290K °

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZT-/\F~A=tHI~EAR

14, ACCOUNTS AND OTHER PAYABLES (Contd) 14, ENERRHEMESRKEE)
The following is an aged analysis of accounts payables based on the date of receipt ERWE B B E N R AV BRI D AT 10
of goods: T

At At

30 June 31 December

2018 2017

R-ZB-NF RIT—+F

AA=tH +ZA=+—H

RMB’000 RMB'000

ARBTR ARBTT

(unaudited) (audited)

(REER) (&&E%)

Within 30 days 30 RAA 123,103 69,988
31 to 90 days 31 E90K 48,197 92977
91 to 180 days 91 £ 180K 70,189 76910
181 to 365 days 181 2365 K 30,469 20,565
Over 365 days RIE 365K 14,900 15,182
286,858 275,622

I5. SHARE CAPITAL 5. HQZ'S
The Company was established as a limited liability company in the PRC on 30 KA s _¢ A=+B&"
January 2002. lﬁ#ﬁﬁﬁﬁ%ﬂ{

Details of the movements of share capital of the Company are as follows: ARBRAEBNFBNT
Number of
domestic Number
shares of H shares Share capital
REREE HREE &S
’000 ’000 RMB’ 000
TR TR AR¥ETT
At | January 2017 (audited), RZZE—+F—-A—R(KEZ)
At 31 December 2017 (audited) RZZE—tF+-A=+—H
and 30 June 2018 (unaudited) (BERR_ZT-N\F
NA=TR(REER) 250,000 84394 334,394

GUANGDONG KANGHUA HEALTHCARE CO., LTD.



OPERATING LEASES l6.

The Group as lessee

At the end of the reporting period, the Group had commitments for future
minimum lease payments under non-cancellable operating leases with Dongguan
Kanghua Investment Group Co., Ltd. (“Kanghua Group”), the shareholder of the
Company, and the non-controlling shareholder of Dongguan Renkang Hospital Co,,

Ltd. (“Renkang Hospital”) which fall due as follows:

BRGE M B WK

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

REHE

FEBEREBA

BEARSHR - $EE$E?F53$A

ARRREMREREEEFRLD

((REKRE)RRERZCES Iﬁﬁﬁﬁ(
AR ) EERRET AR

AHEREHOERRRKERERN

FERERNSHERET

At At
30 June 31 December
2018 2017

R-ZB-NE RZZE—+F
AA=+R +=-A=1+—8~

RMB’ 000 RMB'000

AR¥TR ARETT

(unaudited) (audited)

(REER) (2=2)

Within one year —FR 32,809 26,386
In the second to fifth years inclusive F_FEFLF(BREEMTF) 177,283 125,355
Over five years AN F 71,706 118978
281,798 270,719

Operating lease payments represent rentals payable by the Group for land and
buildings used for provision of hospital services. These leases are negotiated for
terms of ten years with fixed monthly rental. None of the leases include any

contingent rental.

ReBENFTIEAKERANRES
RRBO L EEBFRANOES - £
R ZFHERRTELNERE
Al - BEEEEREMRAES -

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

l6. OPERATING LEASES (Contd) l6. REHE#E)
The Group as Lessor FEEER/LEA
Property rental income earned during the current interim period was as follows: RARHEERERAWERS WA DN
S @

Six months ended 30 June

BEAA=THILAEA

2018 2017

=t AS: —T—+F
RMB’000 RMB'000
AR® TR AREFT
(unaudited) (unaudited)

(REER) (REER)

Rental income MEBA 2,206 2,183
Less: Outgoings o — —
2,206 2,183

The properties have non-cancellable operating leases at the end of the reporting REMER  ZEVENTABEEL

period is as follows: SHEMT :

At At
30 June 31 December
2018 2017

R=B-NE  RoFtF
AA=+E +=A=t-A

RMB’000 RMB'000

AR®ETR ARBETT

(unaudited) (audited)

(REER) (&)

Within one year —FR 59 53
In the second to fifth year inclusive E_FEFLF(BREEMTF) 47 73
106 126

GUANGDONG KANGHUA HEALTHCARE CO., LTD.



17.

L

B % R M

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

CAPITAL COMMITMENTS 17. BEXEE
At At
30 June 31 December
2018 2017
R=Z-N\F RZT—+1F
AA=THR +ZA=1—H
RMB’000 RMB'000
AR¥TR ARETTT
(unaudited) (audited)
(REEK) (&%)
Capital expenditure in respect of property, plant EABREE P BRRTF L
and equipment contracted for but not provided in BRFREENDE - BEX
the condensed consolidated financial statements RENEARS 79,380 82,848

ACQUISITION OF A SUBSIDIARY

On | April 2018 (“Date of Acquisition”), the Group acquired 57% equity interest
in Anhui Hualin Medical Investment Co., Ltd. (“Anhui Hualin"), a PRC entity, and its
subsidiaries (collectively referred as “Anhui Hualin Group™) by way of (i) an equity
transfer of 49.71% equity interest in Anhui Hualin from the vendor, an independent
third party, at a consideration of RMB58,660,000; and (ii) inject RMB20,000,000

capital into Anhui Hualin.

Anhui Hualin Group is engaged in the provision of rehabilitation and other
healthcare services in the PRC. Anhui Hualin directly and indirectly (through its
wholly-owned subsidiary) holds interests in certain private non-enterprise entities
in the PRC, including one class Il rehabilitation hospital, one class | general hospital,
nine rehabilitation centres for the disabled and one vocational training school in
Anhui Province, the PRC.

This acquisition has been accounted for using the purchase method. The amount of

goodwill arising as a result of the acquisition was RMB56,601,000.

WiE—XMEAAE

—NFEEA-B((kRBAH])
AEERBRHEREEREEGR
AR((ZBER] —HAFEEBK
HKITB 2R A w&ﬁ#ﬁ%ln
R 57%R% #E - HEU%O)LX REA
Mw%wwﬁaﬁﬁkzﬁj%:
7 EBREHETRA9.71% 83 7 0 ik 7
EE:RHANZHERIBEARKE
20,000,000 7T °

ZREREEETENERUFEER
H

MEERY ZREREAEEE
MBAREEZKEZEEREZHRMR

FEEBEURHERNERR BT
ﬁ@é%f@i@@@%%‘*ﬁ

—RiEa Bk NEABREARETRL

B — B RIEI 2R

ZHEWBREBEEEIAE ZUEBEL
WEEesE A AR 56,601,000

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

8.

ACQUISITION OF A SUBSIDIARY (Contd)

18. WE—RKBAE(Z)

Consideration comprised of: REOE
RMB'000
ARETT
Cash paid during the current period HAZNES 53,660
Capital injected into Anhui Hualin during HARZHERTE
the current period 20,000
Deposit paid during the year ended BE_T—+FT+-A=+T—H
31 December 2017 HEEENZET S 5,000
78,660

Acquisition-related costs amounting to RMB707,000 have been excluded from the
cost of acquisition and have been recognised directly as administrative expenses in
the condensed consolidated statement of profit or loss and other comprehensive

income during the period.

Provisional fair value of assets and liabilities recognised at the date of acquisition:

WEE R AN ARE 707,000 LEHE
BRAERIR - AKX &R
AERRHEMZERERANERAIT
B

R g BB A EE R AT R EEE R
FEWT -

RMB'000

AREFT

Property, plant and equipment ER S 9,535
Inventories FE 1,237
Accounts and other receivables R U5 B 3 R EL A PR LR IR 19,205
Bank balances and cash RTEEG RS 2,568
Accounts and other payables JEA<F BR 3 e EL A FE A FR0A (10,330)
Amounts due to a shareholder &N —BIRERRIEA (3515)
18,700

o8 GUANGDONG KANGHUA HEALTHCARE CO., LTD.



ACQUISITION OF A SUBSIDIARY (Contd)
Consideration comprised of: (Cont d)

Goodwill arising on acquisition (Note 11):

LR

B % R M

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

18. WE—RKBAE(Z)
REGE: (&)
WEEEMEE (Hst11)

RMB'000
AEETT
Consideration KB 78,660
Plus: non-controlling interests (43% of Anhui Hualin) A = FE¥E R #E i (R BUETRH) 43% ) 16,64
Less: net assets acquired o TR EFE (18,700)
Less: increase in net asset pursuant to capital injection & © BT & & & FEIZ N (20,000)
56,60

Net cash outflows arising on acquisition for the current period:

PH R IBEL At H 2 F 5 -

RMB'000

ARETFT

Consideration paid in cash KBRS 2RE 78,660
Less: deposit paid during the year ended BWoHE_Z—+FT_A=T—HILEE

31 December 2017 RANP (5,000)

Less: capital injection in Anhui Hualin in cash B NIRRT RERTE (20,000)

Less: cash and cash equivalent balances acquired B T EEIR e MR e E(E (2,568)

51,092

The initial accounting for the acquisition of subsidiary has been determined
provisionally for the intangible assets or goodwill to be identified and recognised

awaiting the receipt of professional valuation in relation to the respective fair values.

Included in the profit for the interim period is RMB3,329,000 attributable to
Anhui Hualin Group. Revenue for the interim period includes RMB 14,650,000 is
attributable to Anhui Group.

Had the acquisition of Anhui Hualin been effected at the beginning of the interim
period, the total amount of revenue of the Group from continuing operations for
the six months ended 30 June 2018 would have been RMB750,157,000, and the
amount of the profit for the interim period from continuing operations would have
been RMB87,635,000.

WENBARNMNEeTRERE
%%EH%%%E&{SEME(JEH/%SF%%
B UADGENEEIRENAY
ENEXRMAE-

ZHEREBEMG AR 33290007T
ST AR EGE ) o R HIM S B R R
EBE RN AR 14,650,000 7T °

W&zﬁ%*’zﬁﬁiwqﬂ HEAIE A -
Az —_E—-NESA=F+HIEAHE
$EIEWZE BERERARE
750,157,0007C - M HEN B HE
ABARM87,6350007T °

EREEBEROERAF
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For the Six Months ended 30 June 2018

BE-Z

9.

)\E/\H +E|JJ:/\ IH

RELATED PARTY DISCLOSURES 19. BB KE
In addition to the transactions, balances and commitments disclosed elsewhere in B i Hﬂ MEMBREEMBEHTRE
the condensed consolidated financial statements, the Group had entered into the MR 5 ERKAEIN  KEBBE]
following related party transactions: _LJ//\T 2 Hﬁ LETE
Six months ended 30 June
BEAAZTHLAER
Name of related companies Relationship Nature of transactions 2018 2017
BBLARER 1A RGHE —B-Nf _—TLF
RMB’000 RMB'000
ARBTRE ARETRT
(unaudited)  (unaudited)
(REER) (REER)
Kanghua Group Shareholder Rental expense 12,525 1,482
FELHE R HeRx
Tongli Enterprise Non-controlling shareholder Rental expense 1,812 1,693
RANE% of Renkang Hospital HEF%
CRERMIFERRR
HEmERERIRARA Company controlled by Landscape maintenance — 33
Xingye Group (note) expense
i SR B ey 2 ) (P E) BIARAR (L 4 5
REMRKAMERD Company controlled by Purchase of construction 9 1,130
Xingye Group (note) materials
o B 5% £ B ) 2 ) (Y ) BEEENH

Note: Xingye Group is controlled by one of the Controlling Shareholders (define as below).

Other than those disclosed above, certain subsidiaries of the Group had provided

staff healthcare services to companies controlled by Mr. Wang Junyang, Ms. Wang

Aici, Ms. Wang Aigin and Mr. Chen Wangzhi, all of whom are close family members

(collectively referred as “Controlling Shareholders”). The corresponding aggregate

service fees amounted to approximately RMB 14,000 for the six months ended 30

June 2018 (Six months ended 30 June 2017: RMB23,000).

100 GUANGDONG KANGHUA HEALTHCARE CO., LTD.

Miet - EEEEmE P —RERBREMAES
(EZEMT)

REXFIRBEEIN  AEEETHE
REAEMXEELEE TBEX
T FEHLTREEREE(BSE
ROBREKE  SBERRKE])
THIMARIREE TRERY - MiA
EREEEEREEZE_T—\EXA
STHERBERNAARR 140007
(@:I:—? ‘tﬂz/\ﬂ +E|JJ:/\{
A AR¥23,0007T) °
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20.

21.

BRGE M B WK

RELATED PARTY DISCLOSURES (Contd) 19.

Compensation of key management personnel
Key management includes directors and supervisors. The remuneration of the key

management during the current interim period was as follows:

For the Six Months ended 30 June 2018
HEZZ-\FRA=THIAEA

BARE S B (2)
TREEBASHMH
IREEEOREZRESE - NAF
R TREEENHMOT

Six months ended 30 June

BEAA=THILAEA

2018 2017
—2-N\F —T—+F
RMB’000 RMB'000
AR® TR AREFT
(unaudited) (unaudited)

(REER) (REEZ)

Fees e 1,080 1,080
Salaries and allowances o MR 879 277
Retirement benefit schemes contributions RIREHET 2t 28 18

1,987 [,375
CONTINGENT LIABILITIES 20. HREE

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 |4, the management of the Group believes that the final result
of other medical disputes with total claims of RMB8,246,000 (31 December 2017:
RMB7,143,000) as at 30 June 2018 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.

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS 21.

Other than the financial assets carried at fair value as detailed in the following table,
the directors of the Company consider that the carrying amounts of other financial
instruments that are recorded at amortised cost in these condensed consolidated

financial statements approximate their fair values.

AEBERBRESESRE—RER
EERFEEMETERAD - BRI
T4MBEBRR L SUAHEDNEE
o AEEERERER-Z-/N\F
NA=ZTH PRREBEBEARE
8246000 L(ZE—tF+-_HA=1T—
H: AR¥7,1430000) MEHEEA
DHREERBTEE RSB
Hk/ﬂ% CEENEATE MALE
(A )EERBEE R KD A5
METF o Bt AEBW R EL
Bt -

ERMIANDFETGE

BT RAFRIEATEIRNEME
BN ARAEERR - WBHKAK
RAERARE P HHERT ARNEA
ERTANEASREL A TERS

EREEBEROERAF



BRGRE M B WRMEE

For the Six Months ended 30 June 2018
HEZZ-)\$XA=THILAER

21.

22.

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS
(Contd)

21.

EMIANDPEFESE)

Fair value Fair value
as at as at
30 June 31| December
2018 2017
NZBE—_NE R-E—+F Valuation
~A +=A techniques and
=+H =+—H key inputs
WAFE MAFE Fair value HERD
RMB’ 000 RMB'000 hierarchy RE2
Financial assets CREE ARBTR AR®Tr ATEZERE i A SR
Unlisted fund EEMES 16,545 16,275 Level 2 Quoted price
E_M from a financial
institution
WEXS
RIS
Portfolio investment fund ERRERES 57,829 51,185 Level 2 Quoted price
E_M from a financial
institution
WEXS
RIS
Structured bank deposits EEMRITER 460,680 491,840 Level 2 Quoted price
E_M from a financial
institution
WEXS
TRIETE

There was no transfer amongst Levels |, 2 and 3 in both periods.

EVENT AFTER REPORTING PERIOD

On 22 June 2018, the Company announced a possible acquisition and has entered
into an acquisition agreement to acquire 60% equity interest in the Managed
Hospital from an independent third party with a total consideration of RMB270
million. During the six months ended 30 June 2018, the Group paid a deposit
relating to the possible acquisition amounting to RMB8| million. The acquisition of
Managed Hospital was completed on 31 July 2018 and has become a non-wholly
owned subsidiary of the Company.

GUANGDONG KANGHUA HEALTHCARE CO., LTD.

22.
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Anhui Hualin

[ R

Audit Committee
[EZEEE]

Board of Directors or Board

Ex3-g

Company

RN

CG Code

[%ERTH

Controlling Shareholders

[HRRAR R )

Director(s)
(&%)

Domestic Share(s)

(A&

B

UL g

Anhui Hualin Medical Investment Co,, Ltd. (% i # 7% % & % & B B 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 (3R 5252 18 B & 1%
EAHMR A7), our wholly-owned subsidiary and 43% held by Hefei Haihua Enterprises Management
Consulting Partnership (Limited Partnership) (G IEB#EMREERLAGREE (BREE)), an
Independent Third Party

RHERBEREARLAR RIZ-—A"FTATNAEFERINEREERR &
STRHBEMRERERBREEREERAFSA  HAN2EMBLR - k43%HBL
FoHRIEBRECXEEFAGBEX(BRAB)HE

the audit committee of the Board

ESeENEEY

the board of Directors of the Company
AREEEE

Guangdong Kanghua Healthcare Co, Ltd. (B3R ERE BB R AR A A), 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)

BREEBERNARAR  —RBRETPEEEKINBRNERAR - EHERNEEBI
FrER £ (B HSR : 3689)

the Corporate Governance Code contained in Appendix 14 to the Hong Kong Listing Rules
BB LR AR TArE R EEER TR

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”

ERELMARAMETORE  BRIENERABME  BIEGRE  TERLT  RES
CEREEE - REREL  IEHRIREENEEA—ALALFRERR  MKRES
BR—REERRR]

the director(s) of the Company
ARREESEM—ESF

ordinary share(s) in the share capital of the Company, with a nominal value of RMBI.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

ARRRBETERAERSARE 100 TEAAREREIARII AR RANEBR - I
BRBAAEEMBERRZM LR HHFE LR

EREEBEROERAF
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“Group” or “we” or “our”

[ AL ekl 3]

Guangdong HFPC

[EREFTR]

H Share(s)

[HRJ

“HK$" or “"Hong Kong dollars”

[#7T]

Hong Kong
[&E]

Hong Kong Listing Rules

(BB LmARA

Hong Kong Stock Exchange
[ BB ]

Huaxin Building

[22078 |

Independent Third Party(ies)

(B F=77]

the Company and its subsidiaries

AR REMB AT

the Health and Family Planning Commission of Guangdong Province (EREFTEFEIEEZ 8
&), which was reorganised from the former Guangdong Province Department of Health (JER%E
1874 EE) and Guangdong Province Population and Family Planning Commission (R & A A&t
Z/AXBZE ) in October 2013 and includes its predecessor regulatory bodies for the purpose of
this document

BREGENGEESZRES R-Z—=F+ B GBEREAEBERERE AOMGt
SAEEZEREMANY  MAXMHME - ERZENFEERE

overseas listed foreign invested ordinary share(s) in the ordinary share capital of the Company, with
a nominal value of RMBI.00 each, listed on the Main Board of the Hong Kong Stock Exchange
ARAERBRRADEREEARE 00THRIN EHINE BB - REEBIAER
m

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

the Hong Kong Special Administrative Region of the PRC
B BB R TR

the Rules Goveming the Listing of Securities on The Stock Exchange of Hong Kong Limited, as

amended, supplemented or otherwise modified from time to time

(BEMARZAIARADBIES LMARA) - ETEER - fRkER

The Stock Exchange of Hong Kong Limited
BRBARHMEBRAR

refers to the complex (¥ /L» 1) at Kanghua Hospital which was commissioned to provide VIP

healthcare services
FEBRENE  EHRREHEEEERS

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

BEEELTHA GENES LMRAE THRE - YRR ABEEALNEMNERES
AL
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Kangdi Enterprise

[FEFHEX]

Kanghua Group

[FRELRE ]

Kanghua Hospital

[ FREEERR |

Model Code

[BREFE

Nomination Committee

[RE%RE"]

0&G
[RER

B

Dongguan Kangdi Enterprise Co, Ltd. (REMEH B X B M A7), a limited liability company
established in the PRC on 25 July 2014 with 50% of its equity interest held by Mr. Wang Zhengren
(EBZ) and 50% by Ms. Wang Keying (EA]&), all of whom are members of the Wang Family,
being cousins of Mr. Wang Junyang. Kangdi Enterprise holds a 5% equity interest in Renkang
Hospital

RemETEXERA FR_E-—MFELA-THEETBERINEREER
Eﬁx%Eﬁfﬁkf’f‘EE&EﬂLﬁix%*ﬁ 50% &%i’:ﬂ%fﬁéﬂﬁﬁé’\]ﬁ%ﬁ&{%%?ﬁiﬁ’ﬂ
ERBANK - BHEEXENCRBRFA 15% M

Dongguan Kanghua Investment Group Co,, Ltd. (R5EMRERESEBRAF]), 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

RETREREEEFRAR  —ZR_ZZ_F=A-TNBERBEKINEREER
ARBEMES —BE Hxﬂx? %ﬁ$2\ K59.06% % ENRIMERBEEREERL
i%ﬁ%%%&%%°ﬁ$$l‘EE%%E‘EEMﬁi‘mﬁﬁg‘ﬁﬁﬁﬁi‘
FEPLTREENREA—AERRR—BTH

Dongguan Kanghua Hospital Co., Ltd. (3R 5 FE 2 & fz B R 2 ), a limited liability company
established in the PRC on 15 September 2005 and a wholly-owned subsidiary of the Company
REFERBRERLR  —ZR_ETRFAATHRETEKINEREEAR AR
7N ETE’\Ji’éfWJ%L Al

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

BB LMRAMEAE(EMBETAERZETESIHRETRD

the National Health and Family Planning Commission of the PRC (F 3 A R St MBI & MatEl £
BZE®), which was reorganised from the former Ministry of Health (&4 2F) and the National
Population and Family Planning Commission (BIZR A O MFTEI£BFZ B &) in March 2013 and
includes such predecessor regulatory board for the purpose of this document
hEARANMBEENGEEREZEE R =F=AAnFHEBRERAOME
BEEZREEBANY AN E - BRAZHFEERE

the nomination committee of the Board

ESSRYZEY

obstetrics and gynaecology

fRER

EREEBEROERAF
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“PRC" or “China”
[HEH |

PRC Company Law

[FERRNE]

Prospectus

[ AR ERE ]

Reporting Period
[R5 53 ok RS HAR

Remuneration Committee

[FMZEE]

Renkang Hospital

[ AERepr ]
RMB
[AR%]

SFO

[ &5 MR 1]

Share(s)

[ Btn

Shareholder(s)
[FBR

the People’s Republic of China
I AR ERE

the Company Law of the People’s Republic of China (P Z AR £FMBIAF)E), as amended and
adopted by the Standing Committee of the Twelfth National People's Congress on 28 December
2013 and effective on | March 2014, as amended, supplemented and otherwise modified from time
to time

(PEARAMBEREZE) AE T _E2EARKRAGEHZEEN T =F1+_A
“HNAREFILEE BT -ME=A-RBEXR - BTEER %ﬁ}f&uﬁﬂﬂﬁﬂﬁ
B

/U]]I]

the prospectus of the Company dated 27 October 2016
ARRIBPA-T—RF+A-+LANARER

the six months ended 30 June 2018
ﬁ:ﬁ:—? )\E/\H +E|_U:/\f )E]

the remuneration committee of the Board

eFMEES

Dongguan Renkang Hospital Co., Ltd. (R 52 1= &R B fx & R 2 &), a limited liability company
established in the PRC on 23 August 2005 with 57% of its equity interest being held by the
Company, 5% by Kangdi Enterprise, 15% by Ms. Zhang Dandan and 13% by Ms. Wang Aier,
respectively

RECEBRABRLAR  —ZR - ZZAFN\A-T=REFERINBREERF
BN RIRARE] - }?ﬁﬁ% CRARLERIERZERHE 7% 15%  15% K 13%

the lawful currency of the PRC
REVEE &

the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong), as amended,

supplemented or otherwise modified from time to time

BADIF 57| BEGEGF LB RODETEER] - AR ML MER)

share(s) in the share capital of the Company, with a nominal value of RMBI1.00 each, including the
Domestic Share(s) and the H Share(s)
ARRBRAHEREABARE 100 THRD - BREANERRHR

holder(s) of the Share(s)
SESEPN

106 GUANGDONG KANGHUA HEALTHCARE CO., LTD.



“subsidiary” or “subsidiaries”

(HBAT

"

“substantial shareholder(s)
[ETERR]

“Supervisor(s)

(&%)

“Supervisory Committee”

[EFg]

“Tongli Enterprise”

[FRHEX]

Wang Family

[ERKE]

B

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

Kong)
BEBBRBENFE 62 E(RBRHDE TZFANE &

has the meaning ascribed thereto in the Hong Kong Listing Rules

EEBERLMRAB TZFANEER

the members of the Supervisory Committee

EEEKE

the Company's supervisory committee established pursuant to the PRC Company Law

ARRIRBETERARERINESS

Dongguan Tongli Enterprise Co., Ltd. (R 52 Al /1 B X B R 2 a), a limited liability company
established in the PRC on 23 June 2003 with 43% of its equity interest being held by Ms. Wang
Algin, 29% by Ms. Wang Aici, 15% by Ms. Zhang Dandan(3& £} 7+) and 13% by Ms. Wang Aier
(£ & 7), respectively, all of whom are members of the Wang Family, being aunts of Mr. Wang
Junyang. Pursuant to a nominee arrangement among the Wang Family, (i) 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; (i) Ms. Wang Aigin (an aunt of Mr. Wang Junyang and the spouse of Mr. Chen
Wangzhi) agreed to hold 5% and 6.5% of her equity interest in Tongli Enterprise on behalf of Mr.
Wang Junyang and Mr. Chen Wangzhi, respectively; and (iii) Ms. Wang Aigin agreed to hold 15% of
her equity interest in Tongli Enterprise on behalf of Mr. Wang Wencheng ( £ X))
REMRNEZERAR  — KR -_FZ=FA-+=REFERINERET AR
HBRESRIMEES T - TREZL  RARALERIBALERHHF3%  29% 15% K
13% " BREDRERRENKEREIESRENGEHIES - REERREFHREAL
B () ERRLE(EEBRENGRABRKRIEGAERBERNRANER 6%#s
() EEH L (EELAENGHRMRERAENER) AERREESHEERREREL
DRBEERBNEE 5% R K 65% e (i) ETEHRLRAERRIXKLERE
HERFINER 15% %

The family members of the founder of the Group, the late Mr. Wang Jincheng (£ &3), including (i)
his children; (ii) his siblings; (iii) the spouses of his siblings; and (iv) the children of his siblings
FEBRMACHERWAEENKERE » BIEOE TR (VEABIHEK (i) EBH
REOECHR R (v) E LSRR T X

EREEBEROERAF
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Xingda Property

Xingye Group

[ EE

Zhonglian Cardiovascular Hospital

[ SRE8E 0 1 s B B |

%
%

Dongguan Xingda Property Investment Co,, Ltd. (R EE Y XK E BB 2 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 Aiqin. 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

REMEENEREBRAF —FR_ZZ-F+_ATHBEFERINERIFR
RIPED —RERRR - HERRRIFS%#s - HRRENETEREEDHLLZESR
50%  BEWE RERLE  FEHLLT TEBSE  TBRRLT  RESBREE
SREA—BERRR—BITH

Dongguan Xingye Group Co. Ltd. (R 5 ® % & B A [R 2 A), a limited liability company
established in the PRC on |5 April 1997 and one of the Controlling Shareholders holding
approximately 7.48% interest in the Company. It is owned as to 80% by Mr. Wang Junyang and as
to 20% by Ms. Wang Alici, 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

REMERXEEERAF — KR NANLFRATRRETFERZNARA R RHEFIHE
F-RERER  BEARRNT48% S RRTEGRERTIBEL LD HIHA 80%
R20% e BREE - TEHELE  FERLL  RESE REREL  EEHLLNE
EMRER—AEBRRR—2TH

Chongging Kanghua Zhonglian Cardiovascular Hospital Co., Ltd. (& B Bt £ 5 /0 [N & 7 B ft
BT, a limited liability company established in the PRC on 10 June 2014 and a non-wholly-
owned subsidiary of the company

EERERMONERBRARAR  — KN _T—HFAATHEFERINEREE
RENIEEETFRA

percentage ratio

BOHHE
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Guangdong Kanghua Healthcare Co., Ltd."
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